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FoRM No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Irving S. Friedman DATE: October 2 7, 1969 

Ugo Sacchetti 
u. c;, 

Policy Paper on Supplementary Finance 

1. I refer to your memorandum of October 24, 1969 on the subject. 

2. I understand that I will not receive from you any further 
guidance as to the policy attitudes of the Bank on the various aspects 
of a discretionary "scheme", besides the statement (your paragraph 2 (a)) 
that it should be within the terms of reference given by the Trade and 
Development Board. I therefore will use my own criteria as to which 
are the most appropriate policy attitudes of the Bank on those matters. 

3. I note that paragraph 6 of your memorandum states that the staff 
members and consultants therein mentioned are rravailable for consul­
tations". I have mentioned to you that I need two staff members to work 
with me, and not for consultations and I thought we had agreed that you 
would request Mr. Macone to do so. The other staff memb.er who would be 
of assistance to me would be somebody who has had long experience with 
the discussions and technical aspects of supplementary finance. I note 
that in your memorandum to Mr. McNamara of September 26, 1969 you mention 
that Mr. Bimal Jalan was involved in the original work for a number of 
years. 

4. I am afraid I would not be able to prepare the paper within the 
short period of time given to me without this minimum assistance. In 
addition, you may wish to specify whom you have in mind for the 
preparation of the technical papers which should be written on the 
questions listed in paragraph 4 of your memorandum. I wish to confirm 
that I have been advised by my physician, that as a result of the heavy 
pressure of uninterrupted work during the whole summer, (and in practice 
since the beginning of this year) , I should not undertake any further heavy 
assignment without taking at least a week of rest. We have verbally agreed 
that I shall be absent during the week November 3 - November 7. It is 
therefore necessary that I give work assignments no later than Friday 
October 31, next. 

5. On the basis of your decision as to the staff members who will 
assist me in the preparation of the paper I would appreciate it if you 
would change, to the extent necessary, the statement in your memorandum of 
October 16, 1969 to ~r. HcNamara which reads "In this new assignment Sacchetti 
would, of course, have the help of Hr. Jo saxe, formerly a member of the U.S. 
delegation to Supplementary Finance discussions, and Professor Isaiah Frank, 
who has been associated for a long time with the Bank work on this subject, 
as well as a few other experts from the Bank staff. 11 



FORA NO . 57 IN7ER~ATI~ "~ DEVELOPMENT I 
ASSOCIATION 

INTERN:..71C\.-.._ 8 -".i< FOR 
RECONSTilUCTI J, "1'<0 O::VELOPI•~:::, T 

INTERNATIONhl FINA\CE 
CORPORATIO, · 

OFFICE MEf\/\0:-<A, )~.;V\ 
70: Er. :Jgo Sacchetti DATE: October 27, 1969 

FROM: IrvLg S. Friedman 

sus ... :::::cT: Po::..icy Pa.pe:..~ on Su.pplementary Fina:--.ce 

l. I HOuld appreciate your pre::_Jarir.g a dra:::'t :90licy paper on 
suy?~a~entary :::'inance. =t ~nould Je su~table for submission to the 
Boar-d a.:::--tc.r review by the Senior S"CaL:'. This paper should be opera t::..ona::!.. 
in c~aracter in the sense that ::..t could :::'orm the basis of the Ba~k's 
resPonse "CO the TDB action on suppla~entary finance. The draft mus"C be 
ready on December l, l969o 

2. ·:::-::.e ma::..n operational ~ss· ..... c..~ ~~:'1~ ch 1·ro1:.ld need to oe covered i:.'l a 
pa::_Jer are: 

(a) lrJha t kind of arrangements or policy c.~ sup::_Jle~en tary finance 
could be evolved 1-1::.. th.; ·(]_ tr.~ terms o::: reference given by ·.:.he Trade 
and 2Jevelopment Board? ('1'::-.is l·iou::..d no"C be a de"Cailed exposition 
o:: a 11 scher:e 11 bu7> rather a broad s"Catement of po::..icy cover::..r:.g 
r,"_c..in procedures and conside::·ations "Co be ta~-<:en. in"Co acco'l:.::".w in 
de~ermining the amoQDt of assistance to countries under tne 
po::..icy.) 

(":J J t'Jhich coun"Cries could reasonably expec"C to be beneficiar::..es 
of such a policy? 

(c) Hmv much financial resources 1-:ould be necessary if the policy 
~;ere "CO be i.mplenented and now Ho-J.=:..d the burden of .:inanc:Lc.;; be 
s~:.ared? 

(d) Hm-r HOUld such a policy relate to the other .fj_,_J.ancial and 
non- financial operations o.: IDA and the World Ba~-<:? 

(") ::io\v would such arrangerne:nts relate to the opera t~ons of ·c.he 
:J•.::F, particularly its compen.satory financir.g facility? 

J. Tn preparing this paper you should keep in ~ind tha"C we have been 
as~:eC. by the Trade and Developmenw Board. to 1,;-o:..nk out a scheme which would 
lea·Te a large measure of discret::..on "CO the ad..ll.inisteri.YJ.g agency, i.e. the . 
Ba~-: Group, and which would be based. on resources additional to those 
ava~=:..ab=:..e for IDA's nonnal operations. ~hese are crucial points in the 
agree~ent reached by the TDB. Your conclusions on'many points shou::..d 
indicate generally on what basis decisions would be made rather than detailed 
criteria or procedures. I apprecia7-e :.:-_..:.t on s~!:'le poil1-cs you rr..ay ~~::..sh, o_' 
be o·::=..igeC., t.:. of:::er alter'!lat~ve prc:_::;osa=:..s o:..~ -=--=- ..,:.C..::c-es. 

), 
-..• ! ... ::--__ also a:.. __ ._)e, l-.o:-r to 
:-::e.:...::;· -~-----e ..:: ·::!c~·t s.:2.o:?::·t..=· ... _.=._=..s, rc:c.. -....,ic~.;.: .:;.:;;-· ...,c,_: :...r..e:>:psc~ec. ez.:_)o~:, 3~.:.c:::-·-c.:al:~ 

ac;,c. .., __ e '--"'-Ve::._GJ?=-::&.-.t process., can COLntries adjust O"'vr.er:rrse to SUC:C! 



Mr. Ugo Sacchetti - 2 - October 27, l969 

unexpected shortfalls, on what terms should such fu_l1ds be obtained by the 
coi.lntries concerned. In preparing the draft policy paper, you may make 
certain reasonable assQ~ptions, as bases for answering these tecbnical 
questions. Mr. Henderson and Mr. Macone will be available for help; other 
assistance will be'provided if needed. 

5. In takL11g a position on the issues that arise in devising 
arran~ements for supplementary finance, the paper should take full 
accou-nt of the vieV>rs and concerns of the major governments, as exnr .::sed 
in P~~viOU0 ciscussions. 

6. In preparing the paper, Mx. Sundrum, Mr. Jalan, ~IT. Gulhati, as 
well as Mr. Frank, will be available for consultations. Mr. Saxe vrlll 
be available during the .latter part of November. On any legal mat~ ,rs 
that arise, you may avail yourself of the help of Yrr. Ellsworth Clark, 
as has been agreed ui th }"".cr. Broches. You may also consult with the Area 
Departments, if necessary. 

cc: r.ir. Kar:1arck 
l~r. Mac one 
JVT..r • Henderson 



Mr. Ugo Sacchetti October 27, 1969 

Irving S. Friedman 

~olicy Paper on Supplementa;r Finance 

1 . I would appreciate your preparing a draft policy paper on 
supplementary finance . It should be suitable for sul.nission to the 
Board after revieu by the Senior Staff. This paper should be operational 
in character in the sense that it could form the basis of the Bank's 
response to the TDE action on supplementary financ • The draft nr.1st be 
ready bn December 1, 1969 . 

2 . The main operational issues which would need to be covered in a 
paper are: 

(a) What kind of a.rrang ents or policy on suppl enta.ry finance 
could be evolved within the terms of referenc iven by the Trade 
and Development Board? (This would not be a detailed exposition 
of a 11scheme 11 but rather a broad statet:l nt of policy covering 
main procedures and considerations to be taken into account in 
determining the amount of assistance to countries 1.n1der the 
policy.) 

(b) Which countries could reasonably expect to be beneficiaries 
of such a policy? 

(c) How much financial resources would be necessary if" the policy 
were to be implemented and how would the burden of financing be 
shared? 

(d) How would such a policy relate to the other financial and 
non- financial operations of IDA and the World Bank? 

{e) How would such arrangements relate to the operations of the 
IMF, particularly its compensatory financing facility? 

3. In preparing this paper you should keep in mind that we have been 
asked by the Trade and Development Board to work out a scheme which would 
leave a. large measure of discretion to the a.clministering agency, i.e. the 
Bank Group, and which would be based an resources ad.di tiona.l to those 
available for In.~' s no!'1'l1Al operations. These are crucial points in the 
agreement reached by the TDB. Your conclusions on many points should 
indicate generally on what basis decisions would be made rather than detailed 
criteria or procedures . I appreciate that on same points you may wish, or 
be obliged, to offer alternative proposals or estimates. 

4. A nunber of teclmical questions will also arise, such as how to 
measure export short£alls, rela.tions between unexpected export shortfalls 
and the development process, can countries adjust otherwise to such 



Mr. U o Sacchetti - 2 - October 27, 1969 

unexpected shortfalls, on hat terms hould such funds be obtain d by the 
count.ries concerned. In preparing t draft policy paper, yau. y e 
c rtain reaso ble ss t.ians, as s s or se cal 
questions. Mr. Henderson and Mr. Mac one will ble for help; other 
assi tance will be provided if needed. 

5. In a position the issues that arise in 
arrangement or supplement ry .finance, the per should 
accotmt of the vi.ews and concerns of the jor gove 
in revious discussions. 

viing 
ef'ull 

expressed 

6. In preparin the r, Mr. Sundrum, Mr. J l.an, lh-. Gulhati, a 
11 s Mr . Frank, will be ava · bl for c 1 tiona. e will 

be available during the la"tt. r rt of lov er. On any leg 1 tters 
that arise, you may avail yourself of th help of Mr. swor h Clark, 
as has been aS?reed with Mr. Broc 1es. You y al o consult witn the 
Departments, if necessary . 



Mr. Ugo Sacchetti October 24, 1969 

Jo W. Saxe 

IGG on SFM -Note for U.S. 
il .... _,...., 

~ records are complete only through the Third Session. 
You should get the Report on the Fifth Session (the Fourth was 
of no account) by the IGG as well as by the IBRD and IMF observers • 
The suggestion about them applies to all sessions) as well as 
the SUI!II'lary Records of Discussion of this Report at the Ninth 
Session of the Trade and Developnent Board. You should also 
get, for the earlier sessions: 

UNCTAD 

TD/B/C.3/41 6 Feb 1967 First Session 
TD/B/C .3/44 8 Mar 1967 Second Session 
(These are documents of the Committee which considered these texts.) 

TD 33 16 Nov 1967 Third Session 
(This went to UNCTAD II) 

Note that there were fairly important documents and Conference 
Room papers circulated to the Fifth (final) Session. Get all of 
these. 

You should also read the summary records of the proceedings 
of the Committee on Finance of UNCTAD II under Item 12 of its 
agenda. You already have the full text of the U.S. statement 
on SFN. 

/ cc : Mr. Irving S. Friedman 



DRAFl' 

October 24 1969 

To: Mr . Ugo Sacchetti 

Fro~: Irving s. Friedman 

Subject: Policy Paper on Sum>lementa.ry Finance 

l . I would appreciate your preparing a draft policy paper on supple-

1.0.enta.ry finance . It should be suitable for submission to the Board after 

review by the Genior Staff. This paper should be operationA1 in character 

in the sense that it should form the basis of a Board decision on Bank 

policy with respect to supplementary finance . The draft must be ready on 

December 1, 1969 . 

2 . The main operational issues which would need to be covered in a 

pa.per are: 

(a} What kind of arr ang menta or policy on Supple~entary Finance 

could be evolved within the terms of reference given by the Trade and 

Develo.v ent Board. (This would not be detailed exposition of a "scheme" 

but rather a broad statement of the main aspects of any policy incl uding 

how schemes for such assistance could be 

on what terms they would be et . ) 
Would 

de , justified, assisted, and 

(b) Xiuul such a scheme be of substantial ass i stance in preventing 

or alleviating the disruption of development programs . 

{c) \>.'hat countries could reasonably expect to be beneficiaries 

of such a scheme. 

(d) How much financial resources would be necessary whether in the 

fm."l!l of IDA credits or Bank loans to support such a sche.:ne . 

(e) H~T would such a sch me relate to the other operations of IDA 

and the World ~ank including financing of basic development projects, 

provision of technical assistance and preparation of economic ~eports . 



- 2-

availability 
(:r) How would the operation ot such a policy affect the xatt•*Q' 

ot funds for the tradition&l. operations of IDA and the Bank, e.g., hcr.r to 

assure "addi~ionl'l.litytt to IDA. 

(g) Rm., vould such arrange:nents fit into the operations of the 

D.fii', particularly the compensatory t'inancing facility. 

3. In preparinB this paper you should keep in mind that we have been 

asked 'by the Trade and Development Board to work out a scheme which would 

leave a large l'leasure of discretion to the administering agency, i.e., the 

Ba.nk. This :i.s a crucial point in the agreement reached by the TDB. Con-

sequently • your conclusions on na.ny points should indicate generally on 

what basis decisions would be made rather than detailed criteria or 

procedures. I appreciate that on some points you may wish, or be obliged, 

to offer alternatives or ranges. 

4. In preparing the paper, a number of technical questions would also 

arise, such as how to measure export shortfalls, extent of Cisruption of 

development proarams, relations between unexpected export shortfalls and 

the ~evelopment process, can countries adjust otherwise to such unexpected 

shortfalls , on what terms should such funds be obtained by the countries 

concerned. You ma.y l.ll&ke certain reasonable assumptions as bases tor 

solving the technical questions. In the meantime technical papers should be 
prepared on these questions. 
5. In taking a position on the issues that arise in devising arrange-

ments for supplemente.ry finance, the paper should take full account of the 

views and concerns of the major governments, as expresaed in previous 

discussions. 

6. In preparing the paper, Hr. Bundrum, .f.r. J alan, Mr. acone and 

Mr. Henderson, as well a.s Professor Frank, -,ill be available for consultations. 

~~. Saxe will be available during the latter part o:t November. On any legal 

matters that arise, you may avail yourself of the help of Mr. Ellsworth Clark., 

as has been a~reed with Mr. Broches. You may also consult with the Area 

Departments. if necessary. 



DRAF:r 

October 24 1969 

To: Mr. Ugo Sacchetti 

From: Irving s. Friedman 

Subject: Policy Paper on Supplement~ Finance 

1. I would appreciate your preparing a draft policy paper on supple-

ment.d.:&.~,,- fi:1ance. It should be suitable for submission to the Board after 

review by the Senior Staff. This paper should be operational in character 

in the sense that it should form the basis of a Board decision on Bank 

policy with respect to supplementary finance . The draft must be ready on 

December 1, 1969. 

2o The main operational issues which would need to be covered in a 

paper are: 

(a) What kind of arrangements or policy on Supplementary Fin(Ulce 

could be evolved within the terms of reference given by the Trade and 

Development Board. (This would not be a detailed exposition of a "seheme" 

but rather a broad statement of the main aspects of any policy including 

how schemes for such assistance could be made• justified, assisted, and 

on what terms they l>rould be met. ) 
Would 

(b) Wk.Rx such a scheme be of substantial assistance in preventing 

or alleviating the disruption of develop ent programs. 

( c} Uhat countries could reasonably expect to be beneficiaries 

of such a scheme. 

(d) How ouch financial resources would be necessary whether in the 

form of IDA cred.i ts or Bank loans to support such a scheme. 

(e) How -vrould such a scheme relate to the other operations of IDA 

and the World Bank including financing of basic dPvelopment projects. 

provision of technical assistance and preparation of economic reports. 
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availability 
(f) How would the operation of sueh a policy affect the nttwtt-Q 

of funds for the traditional operations of IDA and the B::mk, e.g., how to 

assure "additionality" to IDA. 

(g) How would such arrangements fit into the operations of the 

IMF, particularly the compensatory financing facilityo 

3o In preparing this paper you should keep in mind that we have been 

asked by the T1·~de and Development Board to work out a scheme which would 

leave a large measure of' discretion to the administering agency, i.e., the 

Bank. This is a crucial point in the agreement reached by the TDB. Con-

sequently, your conclusions on many points should indicate genercl.ly on 

what basis decisions would be made rather than detailed criteria or 

procedureso I appreciate that en some points you may wish , or be obli~ed, 

to offer alternatives or ranges. 

4. In preparing the paper, a number of technical questious would c.lso 

arise, such as how to asure export shortfalls, extent of disruption of 

development programs, relations between unexpected export 3hortfalls and 

the development proc~ss, can countries adjust other~ise to such unexpected 

shortfalls, on what terms should such funds be obtained by the countries 

concerned. You may make certain reasonable assumptions as bases for 

solving the technical questions. In the meru1time technical papers should be 
prepared on these questions. 
5. J.n taking a position on the issues that arise in devising arrange-

ments ~or supplementary finance, the paper should tak~ full account of the 

vj.ews a.nd concerns of the major governments, as expressed in previous 

discussions. 

6. In preparing the paper$ Mro Sundrum, r.fr . Jala.n, I·h' . !.1acone and 

Mr. Henderson , as well as Professor Frank, will be available for consultations. 

~~. Saxe will be available Quring the latter part or November . Oa any legal 

atters that arise, you may avail yoursell of the h~:lp of Mro Ellsworth Clark, 

as has been agreed with Mr. Broches. You may also consult with th~ Area 

Departznenta, if necessaryo 



INTERNATIONAL 8.6NK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
AS SOC I AT ION 

OFFICE OF THE PRESIDENT 

INTERNATIONAL FINANCE 
CORPORATION 

This is the complete story as far as 

Mr . Sacchetti is concerned, he is not 

preparing a further memo . 



DRAFT 

U. Sacchetti/fm 
October 22, 1969 

To; Mr. Ugo Sacchetti 

From: Irving S. Friedman 

Subj: Policy Paper on Supplementary Finance 

1. I would appreciate your preparing a draft policy paper on supple-

mentary finance. It should be suitable for submission to the Board after 

review by the Senior Staff. This paper should be operational in character 

in the sense that it should form the basis of a Board decision on Bank 
r(. I' ' ,, f 

policy with respect to supplementary finance. r~ must be ready on December 1, 

1969. 

2. The main 

::=j~) Which 

.A< 
witnin reference of the proposed arrange-

To what extent c a disruption of development program be 

prevented ~ allev~ ted by supplementary financial 

assistance from the 

(c) What would ·mate estimate of the financial resources 

which would be needed? 

(d) How might supplementary nancial measures be financed? 

(e) How should the fixed amo of funds which may become 

available be rationed if claims exceed resources? 

(f) How best can the into the Bank 

and IDA dealings 

(g) What would be the relationships with IMF drawings, particularly 

the Compensatory Financing facility. 



3. 

been asked by the Trade and Development Board to work 

would leave a large measure of discretion to the administering 

i . e . the Bank . This is a crucial point in the agreement reached by the 

Consequently, your conclusions on many points should indicate generally o 

what basis decisions would be made rather than detailed criteria or 

procedures. I appreciate that on some points you may wish, or be obliged, 

to offer alternatives or ranges. 

4. In preparing the paper, a number of technical questions 
k~ 

also arise, such as measure~ of export 
'\ 

as bases for 

5. In taking a position on the issues that arise in devising 

arrangements for supplementary finance, the paper should take full account 

of the interesD a govt!rnmen --­ t/'"' ' 6. In preparing the paper, 

Professor Frank, will be available for consultations. Mrc Saxe will be 

available during the latter part of November. On any legal matters t~at 

arise, you may avail yourself of the help of Mr. Ellsworth Clark , as ~as been 
I 

agreed with Mr. Broches. You may also consult with the Area Departments, if ----necessary. ~ 

--lPt--~~ rr-~ 
~IV'~~ 

(M..~~ 
~~ 



FoRM No. 57 

TO: 

FROM : 

SUBJECT: 

INTERNATI ONAL DEVEL OPMENT I INTE RNATIONAL BANK FOR 
ASSOC IAT ION RECON STRUCTION AND DEV ELOPMENT 

INTERNAT IONA L FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Irving S. Friedman DATE: October 23, 1969 

Jo W. Saxe TWS~c... 

Draft Memorandum entitled, "Policy Paper on Supplementary Finance". 

1. The language I propose t hat you add as sub-paragraph 
2(h) is "How claims would be made, justified, assessed and on 
what terms they would be met". 

2. With this addition, I think that the Memorandum might 
serve a useful purpose. 



FoRM No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Irving s. Friedman DATE: October 22, 1969 

Ugo Sacchetti 1 ~;. OCT . 6 
Policy Pa12er Su1212lementary Finance 

~ ir-·1:. ) , ........ 
j ' on 

The attached draft on the subject contains a revised paragraph 2 
while leaving the other paragraphs unchanged. The revision reflects 
the concensus of the views of Professor Frank, Mr. Saxe and myself 
at the meeting held in your office yesterday. In order to carry out 
the assignment within the short deadline of December 1, I would like to 
be assisted by an economist who has been familiar with the subject in 
past years. I have in mind Mr. Jalan . If you agree, I would appreciate 
asking him to work with me until the end of November. I have found out 
that Mr. Elz will not be in Washington for another three weeks and I 
would appreciate it if you could arrange for assistance from another 
economist in the Trade Policies and Export Projections division who 
is quite familiar with the projections made in the past. 

Attachment 

' 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
AS SOC I A Tl ON 

INTERNATIONAL FINANCE 
CORPORATION 

To : ~ , 1- ;"'\.-& .. JJ ~-· _ -
Department 

Received from the International Monetary 
Fund for your internal confidential use 
only. 

Donald D. Fowler 
Deputy Secretary 

It?(-,.., 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

SM/69/154 

Sec r eta ry - Dank October 21, 1969 

Room 211 
t}l2 

To: !.-1embers of the Executive Board 

From: The Acting Secretary 

Subject: Repurchases Under Paragraph (7) of the Compensatory Fingncing 
Decision, as Amended 

Attached for the information of the Executive Directo~s is the 
staff's semiannual report on the app::..i:!atio.:l of the recommendation as to 
repurchases out of export excesses unde:c paragraph (l) of the decision 
on conpensatory financing. 

Att: (1) 

Other Distribution : 
Department Heads 
Division Chie fs 



INTERNATIONAL HONETARY FUND 

Repurchases under Paragraph (7) of the 
Compensatory Financing Decision, As Amended 

Prepared by the Research Department 

(In consultation with the Exchange and Trade Relations Department, 
the Legal Department and the Treasurer's Department) 

Approved by J. J. Polak 

October 20, 1969 

The Decision on Compensatory Financing of Export Fluctuations 
(Executive Board Decision No. 2192-(66/81) adopted September 20, 1966) 
contains the follmving provisions under paragraph (7): 

A member requesting a drawing under paragraph (5) will be 
expected to represent that it will make a repurchase corresponding 
to the drawi~g i~ accordance with the principles of E.B. Decision 
No. 102-(52/11) of February 13, 1952, as renewed by E.B. Decision 
No. 270-(53/95) of December 23, 1953. With a view to an application 
of these principles appropriate to drawings under paragraph (5), the 
Fund reconnnends that, as soon as possible after the end of each of 
the four years following a drawing under paragraph (5), the member 
repurchase an amount of the Fund's holdings of the member's currency 
approximately equal to one half of the amcunt by which the member's 
exports exceed the medium-term trend of itn exports. Calculations 
of export excesses for this purpose will be made with respect to 
successive 12-month periods following the period of the shortfall 
with respect to vJhich the dra'I'Jing was made and on the basis of 
statistical information cnly. 

Although the Recommendation for repurchases out of export excesses 
of purchases under the above paragraph (7) does not give rise to any 
legal obligation, it was proposed in S~1/68/8 to inform the Board through 
semiannual reports on the cases in which the Recommendation has become 
applicable, and on members' response to the Recommendation. Reports were 
made in September 1968 (SM/68/148) and April 1969 (SM/69/42). The present 
report deals with cases in respect of which a first or subsequent 12-month 
period has elapsed in the period under review since a purchase or reclassi­
fication under the Amended Decision, and for which export data became 
available for calculation of the export excess or shortfall for such 
12-mcnth periods. This report also deals with the reply of the United 
Arab Republic to a recommendation covered in the previous report (SH/69/42). 

Purchases under the Amended Decision are listed in Table 1 below. In 
the period under review no repurchases were made with respect to purchases 
under the Amended Decision. Purchases under the Amended Decision outstand­
ing at October 17, 1969 amounted to $218.8 million, as compared with 
$212.5 million at March 31, 1969. 
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Table 1 . Use of Fund Resources Under the Amended Decision 
on Compensatory Financing of Export Fluctuations 

1-Tember 

Dominican Republic 
Ghana 
Ceylon 

Colombia 

Nev7 Zealand 
Haiti 

Syrian Arab Republic 
Burma 
Iceland 

Iraq 
India 
Guatemala 
Uruguay 
United Arab Repuhlic 
Afghanistan 
Ecuador 

Total 

(In millions of U.S. dollars) 

Date of Pur~hase 

December 1966 
December 1966 
March 1967 
April 1968 
March 1967 
April 1968 
!4ay 1967 
August 1967 
December 1967 
September 1967 
November 1967 
Hovember 1967 
November 1968 
November 1967 
December 1967 
Febru.:try 1968 
February 1968 
~1arch 1968 
June 1968 
October 1969 

Amount of 
Purchase 

6.60 
17.25 
19.50 
19 . 30 
18 . 901/ 

1.9CF 
29.20 
1.30 
1.00 
9.50 
7.50 
3.75 
3.751/ 

17.50-
90.001/ 

6.25-=-
9.50 

23.00 
4.801/ 
6.25-

296 . 75 

1/ Reclassification. 
I/ Repurchases under paragraph (7) of the Amended Decision. 

Amount of 
Repurchase 

29.20 

17.502/ 
30 .50=' 

77.95 

Calculation of the export excess or shortfall position for the 
cases dealt with in this report is shown in Ta~le 2. The table includes 
calculations wh~ch were not possible when the previous report was made 
on April 1, 1969 oHing to the absence of sufficient export data at that 
time. Export excesses Here recorded for Afghanistan, Guatemala, Colombia, 
and Haiti, and the Recommendation contained in paragraph (7) was applicable 
in these cases. 

With respect to the export excesses calculated for the above- mentioned 
countries, the p~ocedure described in ~1/68/8 was followed and the decision 
taken by the member in each case is summarized below: 



Country 

Ceylon 

Colombia 

Haiti 

Syria 

Guatemala 

Uruguay 

U.A.R. 

Afghanistan 

Table 2. Calculation of Export Shortfalls and Excesses Under Paragraph (7) 
of the Amended Decision on Compensatory Financing of Export Fluctuations 

Amount Repurchase Period of 
of Date Calculatj_cn Amount of 

Date Period of Purchase Applicable to of Excess Excess (+) or 
of Shortfall (US$ ParaRraph (7) or Shortfall Shortfall (- )-/ 

Purd:ase (Year Ending) milli011) Recommendation (Year Ending) (US$ million) 

Har. 21, 1967 Nov. 30, 1966 19.5 Har. 21, 1969 Nov. 31), 1968 - 2.1 
Apr. 17, 1968 Dec. 31, 1967 19.3 Apr. 17, 1969 Dec. 31, 1968 - 1.2 

Har. 22 , 1967 Jan. 31, 1967 18.9 }1ar. 22, 1969 Jan. 31, 1969 'l:_/ ... 
Apr. 19, 1968 Dec. 31, 1967 1.9 Apr. 19, 1969 Dec. 31, 1968 +25.5 

Aug. 11, 1967 Feb. 28, 1967 1.3 Aug . 11, 1969 Feb. 28, 1969 + 0.4 

Sep. 18, 1967 June 30, 1967 9.5 Sen, 18, 1969 June 30, 1969 'l:_/ 

Feb. 5, 1968 Oct. 31, 1967 6.25 Feb. 5, 1969 Oct. 31, 1968 + 3.2 

Feb. 7$ 1908 Oct. 31, 1967 9.5 Feb. 7, 1969 Oct. 31, 1968 - 9.2 

Mar. 18, 1968 Nov. 30, 1967 23.0 Mar. 18, 1969 Nov. 30, 1963 +13.9 

June 5, 1968 Nov. 20, 1967 4.8 June 5, 1969 Nov. 20, 1968 + 2.0 

Amount 
Recom-
mended Repur-
to be chases 
Repur- under 
chased Para-

(US$ graph 
million) (7) 

1.9 ... 
0.2 

1.6 

6.95 

1.0 

!_/ As determined by use of the general formula. The trend value is determined with \veights of • SO for exports in 
the shortfall year and of .25 for each of the two preceding years. 

'l:_/ Export data not yet available. 

w 
I 
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(a) In the case of the United Arab Republic, the recommended repur­
chase was for an amount of US$6.95 million. The Governor of the Central 
Bank of Egypt regretted that no repurchase could be made under the 
existing circumstances. Although there had been some improvement in the 
trade and payments position, it had been achieved at the cost of a restric­
tive policy having an adverse effect on the level of economic activity 
and hence on the pace of development. 

(b) The Governor of Da Afghanistan Bank advised that the recommended 
repurchase (TJS$1.0 million) at that time vmuld impose an unacceptable 
burden on the balance of payments because of the substantial increase in 
foreign debt service and a decline in traditional exports (i.e., excluding 
natural gas exports to the Soviet Union, which had commenced in the year 
under revie~v). It 'tvas noted that debt service payments to both multi­
lateral and bilateral areas had increased for the year to an estimated 
US$9 nillion and US$14 million, respectively. 

(c) Calculations for Guatemala implied a recommendation for repur­
chase of the equivalent of US$1.6 million. In a reply dated September 9, 
1969, the President of the Bank of Guatemala expressed agreement with the 
recommendation, and suggested that it would be useful to discuss the form 
and date of repurchase on the occasion of the Annual }feeting, by which 
time assessment of the effects of recent adverse crop conditions and of 
changes in Central ~~erican Common Market trade prospects would be avail­
able. On that occasion, the staff vms informed that Guatemala tvill effect 
the recommended repurchase in three monthly instalments. 

(d) In the case of Colombia, the authorities '"ere informed in a 
letter dated September 15-:-T969that calculations lili.th respect to the 
reclassification of April 1968 for the year endins December 31, 1968 
(the first 12-mon.th period following the relevant shortfall period), 
implied a recommendation for repurchase of the equivalent of US$1.9 
million. A reply is awaited at the present time. Data are not yet avail­
able for calculation of the export excess, if any, for the year ending 
January 31, 1969 (the second 12-month period following the relevant 
shortfall period), with respect to the purchase under the Decision made 
on March 22, 1967. 

(e) The recommendation applied for an amount equivalent to US$0.2 
million with respect to the purchase made by Haiti in August 1967. A 
reply is awaited from the authorities to a letter dated October 9, 1969. 
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It cbOtllcl b~ f.; tito..i.Jlo for su.b::tLD31.on to tl:e Do~rd 

chJ.rac·tor in t:-~8 senso th:J.t, i·t, sho1.1.ld fon1. tho basis of a 1)r>..,.::1rd decioion .. 

T\-.. b . 1 ] "C' .• r J.NCClil Bl" -; .f .... )). 

2. 

(a) 

in c.x~ort. proceods Hhich uould disrLi.pt their dovolop-nont progror.u; •. 

1·n1at, ~.::; the probable .oxtenJ. of s:J.h sh9:t--t.lalls? 

To ; ;·:1J. t · extent~ such · d.i:Sl""tlpt,ion · of dcv~lopmont, progr3J"':l be 

fro.n t!:o Uo:clcl B..:l.nl~ Group? 

(d) . In u:·.:::.-~ amount and hCJ.·r r.dght, supplc;m-3ntary i'inancio.l· mS3.surcs 

ba. fj.n::.nc€:d? 

(e) provision for oupple4aenta:ry i':lnance is to be linited to 

a fixe.;,l sum, hChv should this sum be allocated to variable naeds 

fro.~ time to time? 

asked by th8 Tr<lclo and Developrr~ent Board to lJ'Ol~!( out a scheme ¥;hich .-:ould lea.vo 

a larco l7'l~3.mtre o.L discretion t ·o the adn.:L~iBtcrinc a~cncy, i. o. the Bank. · 

7hio is a crucl.1.1 point;, ·in tho agrec.went reached by the Tro. Conneque.ntly, 

.~· 
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. C'J.ssior~~. X. r.:.::t.vo in ra5.:n.d. .that "t't::J tr:xy 1-1ic:1 to con3ult. \-;ith tho officials of 

,.· .. . 

· you r.i.ay av~ail yo-:n.---solf of · th·3 hs.lp of l .. 1r" Ell!:;:·:o:r. .. th Clo.l'"'}=, h::.s been · a~ead v . 

! intend to hold a L'loetLYlS wlth you, Professor Fral~: und o &?..xe 

in a day or tuo, to discuss i'urtber the outlinG of the· policy p:lpar 
.. 
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DRAFT MEMORANDUM TO MRo McNM1ARA Octo 17 1969 

Subject: Su;pplementary Finance 

I am planning to send the attached note to Mr. SacchetVi but 

thought I should check it out with you to be sure that we are doing 

what you wish us to do. 



October 16, 1969 

MEMORANDUM 

TO: Mr. Irving S. Friedman 
r 

FROM: Isaiah Frank ~ 

Sidney Dell sent me a preliminary copy of the report of 
the U.N. Expert Group on International Monetary Issues which 
was completed last month. The group included Francis Bator, 
Paul Streeten, otto Donner and a number of other familiar 
names. 

I thought you would be particularly interested in Para­
graph 28 of the report in which the Group states: 

We also welcome the decision by the Trade 
and Development Board to invite the World 
Bank to consider working out arrangements 
for supplementary finance and, if appro­
priate, to consider introducing them. We 
consider that such arrangements would 
provide valuable additional protection to 
developing countries against disruption to 
development programmes resulting from ad­
verse movements in export proceeds. 

OCT " 9 
it r f-' , 



Mr. Robert s. Hc:l'ama.ra October 16 1969 

Irving So Friellm::m 

Supplementary Finapce: Paper. on Issue3 

1. Attacned herewith i~ a v&~er 0~ is3U~S relating to Supple~entarJ 
Finance which nel!d further consideration in the Bank. It has been 
drafted in such a vay that • if you wish. it can be adapted for Board 
discussion with minor editingo The question of the appropriate timing 
ot discussions with governments about B'u.pplementery Finance. in ;-elation 
to the lliscussions on tile IDA replenish.lc.ent, was dealt with separately 
in my memorandum to you of October 15• 1969. 

2. I 6.1:1 plannint; to hav~ !·1r. Ugo Sacchet-ti of th~ Development Finance 
Study Grouv to be the coordinator of the staff team on Supple~entarf 
Finance, as he is no long~r engeged in the work on the Third IDA Replenish­
ment, instea of Mr. Sundrumo In this new ~ssignrll.f!nt Sacchetti would, of 
cour::>e, htive tl1e help of Nr . Jo Saxe , formerly a rnenber of t'he t;oS. 
delegation to Supple~entary Finance discussions, and Professor Isaiah Frenk, 
who bas been associat:.eU. for a long time with the Bank 1-10rk on tnis subject, 
as well at~ a fe·.r other experts f'L"Ol'l t!1e 3a.nl<: staff. Originally, I had 
thought that tilis work would have to be undertak~·n by M!' . Sune1rum but. now 
I would like hie to be ensa~ed fully in org~~izing the work in the Develop­
ment Pro~r?.ms Stud;y- Groul.,• This is a relatively new group, consisting 
Ll03tly or new at a~:!:' 11eniber3. Sundrum would , of cour3e, be a.vailabl-:! for 
consultations by the staff team on Supplen~ntary Finance. 

Att: 



SUPPLEMENTARY FINANCE: OOTLINE OF ISSUES 

October ~ 1969 
-/" I 

It will be recalled that in late 1965, in response to a resolution 

adopted at UNCTAD in 1964, the Bank staff had prepared a study on a scheme 

for Supplementary Financial Measures . This study was transmitted to the 

Secretary General of the United Nations, and was extensively considered in 

the following year by the Trade and Development Board (TDB) and its appro-

priate committee . In September 1966, the TIB referred the scheme for con-

sideration to an Inter-Governmental Group (IGG) which met in three sessions 

during 1966-67, and forwarded its report to UNCTAD II, held in New Delhi 

in 1968 . 

The UNCTAD II considered the report and in view of same unresolved 

issues, decided to expand the Inter-Governmental Group for further consider­

ation of the scheme.1f 

The Inter- Governmental Group presented its report to the Trade and 

Development Board at its ninth session held during August 26- September 12, 

1969. The IOO Report came to the conclusion that "arrangements for supple-

mentary finance can be designed to help meet the problem of disruption of 

development arising !rom adverse movements in the export proceeds of developing 

countries", and suggested that "supplementary financial arrangements should 

be administered within the Bank Group in consultation with the I .M. F . 11 

Responding to criticisms from certain donor countries, the IGG Report differed 

however from the Bank staff scheme in certain respects . These differences 

were reflected in the conclusions of the IGG transmitted to the TDB. 

1/ Reports on the discussions of the Inter- Governmental Group on Supplementary 
- Finance were distributed to the Executive Directors - Reference Sec M66-384, 

Sec M67-60, Sec M67-3ll, Sec M68- l, Sec M68- 439, and Sec M69- 390 . Please 
see also Sec ~~9-207 for a detailed discussion of the various aspects of 
the Bank staff scheme. 
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At its ninth session, the Trade and Development Board adopted a 

resolution agreeing with the conclusions of the Inter-Governmental Group, 

and requesting the I .B.R.D. to "consider working out supplementary financial 

arrangements, on the basis of the conclusions of IGG, and, if appropriate, 

to consider introducing them."!/ This resolution was supported by all less-

developed countries which were members of the group, and most donor countries 

(except France and Belgium which abstained) . 

agreed: 

ment 

By this decision, most governments - donor and developing - have 

(i) with the basic objective of supplementary finance, i.e. 
helping a country facing adverse movements in export earnings 
to avoid disruption of its development program. 

(ii) that such a schem~ be formulated and administered by 
the World Bank Group in consultation with the Fund. 

(iii) that, in administering the scheme, account be taken of 
a country's development plan, including its targets . While it 
is not categorically stated, the general view is set forth in 
one of the conclusions of the IGG that financial resources for 
S.F. should be considered in terms of additions to basic develop­
ment finance. 

Essentially, the difference between the scheme envisaged in the 

above decision and the original staff proposal, is that the former does not 

specify the use of agreed five-year export projections as the means of 

measuring the unexpected export shortfalls, nor does it explicitly call for 

the use of prior policy understandings on development programs and performance 

undertaken at the beginning of each five-year period and periodically renewed, 

to ensure that any supplementary finance assistance would be used to defend 

a worthwhile development program. 

J! The TDB resolution is attached herewith . The conclusions of the IGG 
were annexed to this resolution. 

Y The word 11 scheme" need not imply anything more than a policy decision 
within the Bank . For convenience the word nscheme is used in the paper 
interchangeably with "arrangements" or npolicy". 
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The request to the Bank to formulate a scheme tor supplementary 

tinancing is so worded ns to leave considerable discretion to the Bank in 

formulating a sche;ne• in exploring ways of obtaining resources for the 

purpose. a~d in administering it. The Bank is to forward progress reports 

from time to time to the Trade and Develop~~nt Board for its information. 

Howev~T. no time limit is set. 

In response to the TDB request, as a first step, this paper attempts 

to outline briefly the main issues that need to be considered in formulating 

a scheme which would n1eet the specific crit~ria laid o~t i~ the TDB Resolution. 

For convenience, a s~Jary list of these issues is also appended to this 

paper. 

relatively little further technical staff work is required. On all the 

issues the staff ;.;ill hr.mecliately be sin to prer1are. as agr~cd, position papers 

in order to clarify the ap:proac::-. the Ban~ -would consider appropriate in the 

list of IGJ. ~nd. TD3 discussions. In the course of this staff work. it is 

interested or concerned, in order to ensure that the sche.::ce formulated by the 

B~k ataf! tnkes rull account of the concerns and i~t~r~ztz of tta gover~ents. 

Main Issues: · 

1. Deten.o.ination of the exnort shortfall: 

An il.llportant feature of the scheme proposed by the Bank staff was an 

understanding between the administering e.r;ency ~.nd i;he CO'.l."lt:-.r o~ an eA-port 

projection for a period over which the ~ountry had formulated a c~velop~ent 

program. Fu....-thermore. in the staff sche10.e 1 as long as a co\!Iltry ·.ras folloving 

agreed policies, any shortfall from this projection ~c= pres~~l to be outside 

the country's controlo 

\ 
I 

' 
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During the discussions of the subject, several major donor countries 

were critical of such a predetermined export norm. Germany argued that it 

was not possible to make dependable export forecasts for a period of five 

or six years, and in any case they could not be made the basis for financial 

claims and commitments. A suggestion was ma.de by Germany that a determin­

ation as to whether the decline in export proceeds was a shortfall from 

reasonable expectations should be made by the administering agency ~ post 

on the basis of certain established guidelines: e.g. if exports in a 

particular year were lower than the average for the two previous years. 

At .. the Second UNCTAD in 1968, the U. S. representative explained that 

the U. S. authorities could not accept ~port projections for a five to seven• 

year period even subject to a mid- term review as a basis for the scheme. 

However, he reaffirmed U.S. support for the objectives of the recommendation 

of the first session of the Conference and expressed the willingness of the 

U. S. to participate in working out an (unspecified) alternative approach 

uhich would meet these objectives . 

The U.s. viewpoint, as the staff understands it, has been that 

"disruption of development" and 11reasonable expectations", terms which 

refer to development programs and projections of export earnings, respectively, 

should be so defined as to permit reasonablf frequent revisions of both. 

In the discussions of this issue in the IGG and elsewhere, the Bank 

staff has pointed out that the export projections of the kind envisaged in 

the scheme were nothing new, and were in fact necessary in formulating and 

evaluating a country's devel opment program, as well as judging its credit­

worthiness . The important difference from the current practice was that 
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the projections would be made in consultation with the country and agreed 

with it in advance as part of the agreement on develo t programs and 

policies. Such projections could be subject to review, if a fundamental 

change in a country's situation occurred, but should not be revised too 

frequently since the purpose of the scheme was to protect the disruption 

of a development program based on the earlier export expectations. 

However, neither the TDB Resolution itself, nor the recommend,:~.tion 

of the IGG refers to any export norm . But_, it is agreed that in order to 

meet the purpose of the scheme, there must be reasonable assurance of help 

to protect a country 1 s development program against an export shortfall. The 

TDB Resolution agrees with the IGG vim-1 that the agency could take into 

account all information relevant to the objectives of supplementary financial 

measures. It is also hoped that as experience is gained in operating the 

scheme for suppla~entary finance, objective criteria for assessment of 

shortfalls can be developed. 

Thus, the questions that the Bank needs to consider now are: Ir 

(prior) export projections and norms are not used, then what other techniques 

are possible? To what extent, and in what manner could the ongoing work in 

the Bank on COll'Jllodities and export projections be utilized, as part of the 

available information? For a particular country, what part of the shortfall, 
e., 

however dtermined, should be covered? 

2. Policy understandings: 

The 'performance 1 of a country remains a main economic basis for 

development assistance to a country. A multilateral institution, like the 

World Bank Group, while concerned with the efficient allocation of its own 

resources, also has a wider perspective, i.e. the improved performance of a 
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developing country in the mobilization and effective use or the totality 

of its resources, both domestic and external. Given this broad framework, 

there cannot, of course, be uniformity for all countries. One or another 

aspect of economic and financial policies and results may have to be con­

sidered in depth depending on the situation of a particular country. In 

considering and evaluating performance, flexibility is therefore essential . 

In the Bank staff proposal a prior policy understanding was an 

essential element. It was emphasized by the Bank staff during discussions 

that, in general, the substance of pol icy understanding represents what a 

country discusses with donor countries and international institutions as a 

matter of course when it seeks basic developnent finance, and that such 

understandings were becoming more common. A measure of understanding on 

general policies was essential to give assurance to the providers of funds 

that economic development had a high enough priority in the policies of the 

recipient country. For the purpose of supplementary financing scheme, the 

implementation of prior policy understanding also provided reasonable assurance 

that the shortfall to be covered was due to reasons beyond the country's control . 

This assurance was essential for a spee~ disbursement of assistance in case 

of a shortfall . It is worth noting that the developing countries generally 

agreed with this view. 

Same donor members were, however, critical of this feature also; 

it was generally agreed that the basic concept of a policy understanding 

was sound and constructive, but it was perhaps not feasible to conclude agree­

ments beforehand with each of a number of LDC 1 s, especially when no firm and 

precise commitments could be given with respect to basic development finance. 
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The German rapresentative suggested a more flexible procedure. country 

wishing to avail itself of S.F. was to undcrt.ake to consult fairly regularly 

vr.ith the administering agency about its development and economic policies. 

These consultations were to be designed to make necessary adjustments, to 

encourage diversification, and to facilitate decisions by the administering 

agency at the timv the shortfall occurs . The U. S •.• also stressed the need 

for reasonably frequent revisions of development programs and a very flexible 

approach in determining the 1 disruption d' develo _ ent 1 • The U.K. t.hought 

that a mid-term review of bo~h development programs alld export projections 

might be enough to provide a way of assuring prompt assistance while avoiding 

any rigidity . 

The TDB Resolution agrees :With the views of the IGG that the agenc:r 

should take into account the developnent plan, including ita targets, and 

that any understandings involved in the operation of s.F. should be no 

different in character from those which now arise in the relationships 

between the Bank and member countries. 

In vi~N of the discussion of the IGG and TDB, the questions that 

the Bank has to consider are: in judging whether a country experiencing 

an export shortfall should qualify for assistance under S.F., to what extent 

and in what manner should the countrJ's 'cy performance be the determining 

factor; what kind of policy understandings, if any, are feasible? If yes, 

what should be their content? Further, if there is no exulicit, prior, 

policy understanding, what other means might be used to ensure sufficiently 

quick assistance? 

The issues are, o~ course, rendered less complex than appeared in 

the original staff proposal since S.F. is to be administered by the Bank Group . 



Its experience in assessing develo~ent programs of countries, its consul~ 

ta tions with individual member countries, and the rela tiona being built up 

with them, and the eontinuing economic work on individual countries on a 

syste tic basis hould ena.bl us to tak .... a view of a countey1 s economic 

situation and performance adequacy, fairly promptly wh~n an export sho:rtfa.ll 

occurs. Consultations with the Fund. in its country assessments vould also 

be useful for the purpose as indeed for our present a.eti'V'ities . 

In ssing, it may be mentioned that the Pearson Comm.iasion has 

re-commended: "The World Dank and the IMF, in countries where both operate, 

should adopt procedUres in preparing unified country assessments and assuring 

consistent policy advice. n The CollJDlission has also· called on the President 

o£ the World Bank to convene a conterance in 1970 to discuss the ways and 

means of devising improved machinery for standardized assessments of 

develo ent performance, andffor better coordination of aid and development 

policies . This rec011nl1endat1on is be:i.ng oonsidared separately, but progres.s 

in these directions may be expected by the time $ .F .. arrangements might be 

implement.ed, nd should facilitate the task or performance evaluation for 

purposes of s. -. asaistance when export shortfalls occur. 

3. Rela. tion with the !liM. F. and _1 ¥ C9!Pensa tor:c Financ1ns Paeili tz * 
The TDB Resolution endorses the IOO recommendation that s .. F'. measures 

should be administered wi thm the World Bank Group in eonaul ts. tion with the 

Fund. This consultation is necessary not only for avoidance ot duplication 

and adoption of consistent policy ad~ice, but also bee use the Fund alreaqy 

ope tea a compensatory financing facility designed to provide balance ot 

paynumts support in oase or temporary shortfalls. The question of the rela. tion ... 
e-.-

ship ~ween S.F. d the Fund tacilit1 is bheretore important. 
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It will be recalled that th~ _.idea behind a propos 1 for suppletr1entary 
. ''i I . . . 

finance -was to en bl& country to trry ott, its investlllant and developq.ent 

?rogram in the. ev. ent of a.n unexptf:e~~,. · d ~hort!···.~··. 1.1 rather than to nabla it to 

cover a tempor ry or .reversible nt pr,Oblem. The la.tter ~ose can be 
. I t; , 

I ) 
served by short--ter!ll borrowing ;t.n~ . !or thf the Fund .facility already exist ~ 

j I ;1\ I . 
I I , 

Under this £ cil1 ty, the shory~all.s to bef'tinanced a.~ ssumed to be temporary, 
/ . '· ·i ·'· 

and the drawing~ re to be ~~ id ~thin ~.l.s years\ s~F, <.m the other 1w1. 

is expected to provide long,~~rm J~elo~~ .f'in nee so that the original 
l I ! } 

investment program may b'/ oeu~ped OU\~.. Growth and developm.ent, rather than 
) ,j 1 

the adoption of restricl~i ve ~easures 1\ or unneeeas nr exehange rate adjustnr.ents 
1 . 

to ehieve short-run ~~ants equill~rium, xnay be Pi·d to be the main obje<::tiw 
I \ •. ~~ 

In aa\uel opeMti~a of these two parall 1 schemes. certain questions 
~! ' 

rise whieh n ad to be P9~~1de:red,t. ·. For example, •en a country faces an 
. ; .' i. 

export shortfall, to whi:t1~ facility does the eountry fi.t'st turn for a.ssi.st.ance ~ 
4 \)~ ' 

'Fund's C1F or supplementary .. £inane· 1 While use of CFF is not prerequ.isi ta ,a 
1 . ' 

it has bean elea:rly undet-stood. tba t · use of en is a means of meetitlg a 
/ 

short.fa.ll andssh6uld/ b used .where appr--ap:ria. ta • ..Uso, the country cannot 
I 

obtain finance fr~lboth so.u:tcea tor the ame shortfall. 
1 ' 

lllritlg di~eussions in !00, the u.s.A. at one point h d expressed a 
'i . . ' ' ' . 

/· I · ; . I 
view that .runy profided, :to ~M tor s.F. oould also be used for ratinaneing 

repurchases ~der ~"iF~ ·It needs tO be considered whether thi$ would be a.n 

appro ria te . ~sL ol . the .~ehe~~~e; ~d if a¢, llnder w t cit'eumstanees, 
'tr l.) ' ' 

!' 1 ~ 

Aceor<t1nlfl:r,·~ FUnd~B~ Group consultation and coordination are 
/,f.: 1 . \ l : 

· senti· l. oe~n , at one t~ proposed that this can be bee done through 

a joil'l.t eCI!!lllittle ~t the Fund, and. I tor coordinating s •• !Uld lhF.F • 
• fo ·ii, 

I 
li\ 
!1\ 

1! 

Jf 

j~ 
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In discussions,. 'tlle u.s •• did not see the need tor: sucb an ·institutional 

urangem.en~. What~ thenJ woultl be the extent ot and rae-chanimu to~ consul• 

tation with the :Fund? The machinery for consultation alread7 exists (e.g,the 

Fund obse~r attendS meet:Lnss ot the Baa1k Eeonomie Ccmaitt e 4$1 eonsultation 

between the t,wo etatt is lso freq,u t) but •T n d to b , etr~thened ox­

to~1z$d.. 

4 ~ llala~ionshi~ ~th. eQ'lintodit.z: a.sreem~ts t 

In the Resol'ut1on adopted. on Suppl ent:ary Financial Me sures, 

UNCTAD Il had dir oted th TDB to stucq and take earl~ a.etiQn on the findings 

ot th :roo, 11taltin coount or MY proposal te:r .· ction in the field ot 

intematiQnQJ. OotnnlOdity policy whieb mar be subli tt$d t<l the Board of GoVernors 

by th IBRn an the IMF •• ·" At the time the Tim adopted th !esc>lution on 

S.F., Franee, Belgium., AUstralia, aritieized it on tho ~d that the IOG 

~ee~ation and the TDB .€W anent with it did not do the above~ Now that 

the Bank and the Fund have taken poliey action in. the field of commodittiea, 

the r lat1onship of this action with llf1T proposed cbemeffor s.F, needs to 

b$ examined. 

1\lring di cusaions, the Ba® stAff and various ether member govam.­

mant have pointed out that oomaodity a.gre$ll\ents part.ain to the trad., field, 

whUe S~F- is in the fina.ncial a.:rea: Qn complements the. othe¥', and neither 

can wholly substitute for- the othe~ in the foreseeable tuture. It is !J:Jr 

those eountrie that depend to a very large proportion (say, two• thirds or 

mo:re) o£ their foreign exchange earnings <>n one or two oown6d1ti~a, 'libat 

the need for s.r. would be of minor i:Bq;>ortane , proVided theeecaa.Dmodities 

wer c-o;rered by effective intemation&l commodity agreements. Bu,t it commodity 

agreements cannot be reached or as thea~ cQUntries d.iversify, t,he proportion / 
/ 

which one or two commodities form ot total exports will tend to diminish. 
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The main questions in this area are: Do commodity a.gre ents and 

s.F. eomp1em.ent or compete with onea nother in substance or for international 

support? Does the aame answer apply to all countries? 

5. Cost estir.Jates_, and other financial aspects: 

A main question in S.F. discussions rel.at s to the estimated cos·t 

of the scheme. In the Bank staf! study, d during discussions, the staff 

presented certain estimates placing financial requirements at 300-400 

million a year, .for an experimental period of the first five years of' the 

schez!le's operation. This es"!.innte of requirements a based on a simulation 

exercise of past shortfalls (covering the period 1957-63 ), and on asSW~tPtions 

regarding other available financing and possible adjustments, and was therefore 

necessarily tentative. As the discussions advanced, IOO sked us to look at 

the costaaspect again, taking into account available data for ore recent 

years also. This we did, taking into account available data for the more 

recent years (up to 1967 ). Adjusting for various factors as we did before, 

and subject to the limitations inherent in such an exercise, the revised estimate 

of' financial requirements vas placed at $300 million a year . 

As already noted, the IGG h3.s offered sme operational guidelines 

for the S.F. which are different fran those proposed by the Bank staff. 

The IOG states that the cost of a sch e embodying the features suggested 

by it c&mot be est:Unated at this stage, pending the preparation of a scheme. 

It may be 1 entioned that the UNCTAD Secretariat estimated that the cost of 

an alternative frame ork proposed by Germany (a discretionary variant) could 

have amounted to $200-250 million a year during 1954-65. The question of 

resources thus needs to be er~ed afresh in light of the contents o.f' any 

rorld Bank group proposed policy on supplementary finance. 
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In any case, under the guidelines suggested by the IGG, considerable 

judgment would be involved in estimating shortfalls and the objectives of 

s.F. arrangements would have to be net to the extent possible within the 

financi.a.l limits agreed upon by gove~nts. Within a ma.x:imum ceUing.)'o<f qf 
the resources available for S.F .. in any- 3-5 year period, there would probably 

be need for rationing and allocating devices, as also for a provision to 

carry over any unused tunds .from. year-to-year. 

Apart from estimat-ed requirement.s, thus, there would be several 

questions with respect to f':i.nancea in actual operation, such as, the period 

to be covered; whether amounts should be earmarked as a separate .tund for 

this purpose or be included in total IDA resources with a stated (maximum) 

limit for S.F. use; possible need for rationing devices (e.g.: do we establish 

scme quotas?) Another question relates to the terms of S.F. assistance ....... 

hOW' coneessional should they be? Sbou.ld all resources for s.F. be provided. 

by direct government contributions, or in some other ways too? 

6. Lend:!;oo Criteria 

Apart from ·~he need for rationing criteria, criteria for eligibility 

of countries for S.F. would need to be considered. <il present thinking, all 

countries classified as developing (or all Part II IDA countries) would be 

eligible for .financing in the event of an export shortfall (however measured), 

as long a.s their economic performance r.-as judged to be adequate. This also 

see.."l!S to be in accord w1 th the position of the member governments which have 

participated in the debate on supplementary :financing. The TIB resolt&ti.on, 

however, refers to 11 the special needs of least developed colttltries" and the 

question arisEJs: while all countries would in principle be eligible for 

s.F., should countries at the l~~er end of the development spectrum be entitled 

to proportionately "more" assistance than those at the upper end? 
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Then there is the question of the form of assistance . If assistance 

is to be forthcoming to a country !"airly quickly m the vent of an unexpected 

export shortfall, to what extent would it need to be for program fit'""lancing 

rather than tied to particular projects? 

Legal and Administrative :I"ets 

The first question wou be whether IJl\ as it is now constituted 

can take up S.F. administration, or s e amendment of the Article/would be 

needed. Another question is whether S.F. would be merged in the(working of 

In\, or uhether it would be kept as a distinct function of In; with a separate 

fund. In fact, it is pos3ible to vi ualize s.F. not as a separate scheme, 

or even c::.s a distinct function, ~t as just a. policy decision to include this 

purpose and extend assistance on a case-by-case basis, as part of the Bank 

Group's uork . Questions of embership may be involve if ;:;ome countries 

like Ruir..ania which are not members of the Bank or IM s ould wish to join 

for S.F. 
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Hcoolv.t:ton on Supple uellt8ry Finnncit;.l Heo.'1Ur~G A<loptcd by th~ 
Trndo und Devclopm::mt r.oc1.rd o~ Scptcmbcx• 121 1969 

---------------------------------------------------------------
The Trndc nnd Dnvelm-.~,l-='".t:l.;.:~'lrd , 

I, ' 

Rccn.ll_i~ decioion 30{11) of the occond Conference on eupplement.ru:·y 
:tino.ncio.l mc~.ourcu 1 

'I'fi-:J.~.EJ~ note of th~ report of the Intcr-Govcrfl_r.v~ntn.l Group on 
Sttpplcment.o . .ry Financing on 1 tG fifth (lce.sion (TD/ B/ 260) 1 

Rcn.ffi£!·ltn~ the object.ivc c:ct out in reco:t\.'11~m.o.o.t1on A. IV.18 of 
the first Con.fcrcnce ond. the objective laid doun i n decision 30 (II ) of the 
second Conference, 

Rccoc;nizine; that disruption to dcvclop:ncnt prozrmnmea can o.riEJe 
from. v.dvcrao "l!iOVc"'Cientc ·in CAJ.')ort procc0ds (includinc;, ln npproprintc ce.seG1 
1nv1nlble. exports ) vhich prove to be of a rw.turc or o.u.ration \:hid~ cannot 
ndequ.n.tcly be dealt \Ji th by ehort.··tcrm bn.la.nco of po.yntents r.mpport , 

~~EE_einG_ w:t th the Conch,.G:i.m13 of the Inter-Govorn ... "llento.l Group 
--. hereto o.nnexed1 

1. Xnvi tcs t he competent oreana of t he I nterno.tion:1.l Br..nlt for 
Reconstruction o.nd Dcvclovucnt., on 'i:.hc l:.c.nio of the Conclunionn of t!1c 
Intcr-Gm crrL-ncntal Group enc.l.. of tho v5.~;m ex_prcsGcd a·t; th-; nint 1 session 
of th·;, Trn.cle and Development Bonrd, t.ok!.ne; into conGidcrntion t he specin.l 
need$ of the lca.st developed cou.ntrics e.n conte n·~d in. resolution 24 (II) 
of J-hc r;ccond Conference 1 t o consider lrorkinG out exrw.c;ci:lCilts for supplc ­
mentnry finn.nce e.nd1 if a.plJ:t'Opl~iatc ~ to consider introducing the:n. 

2. Inviter; fu.rthc11 fhr Intcrl1t\tion::).l. l3e . .n.l;, for ncccnstruction and ---·---· 
Dovclop~1cnt to make available fro.a tim~ to t.:trr:~ to t.hc 'l'rc.cle end Dcvelop:-;-:cnt 
Boru:·cl ' t.ru:·ou_zh the Secrc·(,ary-Gcncro..l of U:TC'rAD reports ou tho extent of the 
progrcoa rw: ·:J on the aubjcct Datt.cr referred to i n the pr~ccding pn.ra{7aph. 

3• Inviteo the Intcrna.tiouo...l I3~n1c for Rcco:-wtruction ond Development 
when conoidcrin3 e.rronc;cments for d.:l.scretionory oupillc:r.cnts.ry financial 
mea.cm.·cs on the bo.nis of the Conclus:t.o;l:J of the Inter Governmentc.l Grot•.p 
to {jive ntt.ention to p.ll"e.gra.l)h. (v) C>f' those Conclusions • 

. ' . 

f 1 



. 
,'.J 

~ .. 

(1) 

, A1 m P.}~ 1\. -· ... --·-

Arran~cmcnts for ouppler:.onte.l"Y finance con be dcoie;n~d to help 
meet the problcr:1 of (.HEll~ptlon of dcvelopr'l~nt orislng from 
o.dverae movcmcnto in tllc C):port proccedo of U.cvelc:pine; cou.ntrioa. 

. I 

(ii) fJupplemcntf'l.ry finoncio.l me~::;urco ohould \ )f:l Nl·-ain:l.ntc:r.cd ui thin 
t he Horld Bn..nk Group in conrmlto.tion uith th':l JJltcrno.t:!.omtl 
Honeta.ry Fund. 

(lii) -In the opero.tion of nny supplcmcntt'.l'Y finn.nd.oJ. mcarmrcs 
clir.cretion should b~ left to the Accncy so c.n to enoo.rc the 
llect po:;siblc nd::>.ptation to the t!lcrit.9 nnd :r..:=:cdG of each co.s~ 

/ ' 

i n raceting t lw objcctivc:o c:-c_precscd. in pn.J.·~'9"D.ph 2 of dcd.sion 30(!I). 
I t can be expected that on the l)n.sio of the expcri~n~e c;aincd in 
the operation of aupplcmcnto.ry fin-':l.ncio.l m.cnrntrco appropriate 
objccti ve criteria uU.J. be c~vclop!:!d oo v.:J to prov:l<J.e rcaGono.ble 
nsou.rnnce of help to J_Jrvt.(~ct n cotntry ' o ·c\.cyclop::J.cnt plan or 
progrn:n~-nc ncctinr;~t the cffcctc of export short.fo.lln. Th~ Ar_,cncy 
woulU. tu.lw into uccotmt the cl~vclop::;cnt plo.n, includin~ 1 ts 
t orccts , end o.ll 1nf'ormG.t:..on rclcvv.nt to the objectives of 
supplementary financial mcw.sure o. 

(hr) Aey tuHlcrsta.ndings involvcll.. in t.hc operation of oupplcmentn.ry 
i'inoncic.l L1Ctvm.rcs ohOL\ld be no different in '·cho.rG.cter fro:n those 
\lhich now v.rise i n the rolo.tionships bctvrccn the Bank nnd Hembe1: 

·· countrico. 

(v) It 1a the gcnere.l conccnnus of t.he Group thn:li j.t lrould be of 
l ittle value oerely to d.iVCl' t e.vailo.ble ro:::.ourcco from busio 
development finance fol· the purp-o·nc of suppl.crncntm·y flnanc i ng. 
The coct of a discretionary scheme cannot be catimatcd pending 
t h3 preparation of a scheme • 

..,.__ . 
·• . . ,. 

l. 

(, 

.· 



Summar.7 List of Issues on Sgeplementary Finance 

I. Determination of Export Shortfalls 

(a) If {prior) export projections and norms are not used, the."l 
~t other techniques are possible? 

(b) To vhat extent, and in what manner could the ongoing work in 
the Bar~ on c~odities and export projections be utilised, as part of 
the available information? 

(c) For a particular country, what part of t..lJ.e shortfall; however 
determined1should be covered? 

II. Policy tmderstanding 

(a) In jud?.).ng whether a country experiencing an export shortfall 
should qualify for assistance Wlder s. F., . to what extent and in lfuat 
~~er should the country's policy performance be the determining factor? 

(b) rfuat kind or policy understandings, if arry, are feasible? 

(c) I.f there is no explicit, prior, policy understanding what 
other means might be used to ensure sufficiently quick assistance? 

Ill. Relations With the IMF and its Conpcnsatory Financing Facilitz 

(a) What is the relationship of S. F. ~th compensatory financing 
facility of the Fund? When a country faces an export shortfall, where 
does the countr,y first turn for assistance? 

(b) What should be the extent and mechanism of consultation with 
the Fund? Is tha existing xnachinecy adequate? 

IV. Re1a tionshio With Commodity Agreeme."lts 

(a) What is the relationship of the recant Ban..VFund policy 
action in the field of commodities with any proposed schene for S. F.? 

(b) Do caLmr.od.i ty agreements and S. F. cornple:nent or compete with 
one another in substance or for international support-? Does the same 
answer apply to all countries? 

v. Cost Est.i.l'Tl3.tes and Other Financial Aspects 

(a) What are the resources required for operating the scheme 
proposed for suppler.16ntary finance? ·OVer what period? 

(b) Should the demand for s. F. assistance exceed available 
resources, what are the appropriate rationing criteria? 
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(e) r2hat relationship should resources for s. F. have to the 
ordinary resources of the In\.? Should there be a separate fu."ld or should 
these resources be included in total IDA. resources with a prescribed ~ 
JDaXinnJm ~for S. F. use? 

(d) Should all resources for s. F. be provided by direct 
government contributions, or in same other ways too? 

(e) What should be the terms of s. F. assistance? 

VI. Lendin§ Criteria 

(a) \'Jhat should be t..he criteria for eligibility of countries for 
S. F. assistance? Should all developing countries have access to S. F.? 
Should cou..ntries at the lm-rer end of the development spectrum be e.."1titled 
to proportio11..ately 11more 11 assistance than t..hosa at the upper end? 

(b) Wnat should be the form of assistance? Should 1 t be in the 
tom or prograr:l aid, or can it take the form of project financing? 

. VII. ~gal and Acbrl.nistrative As~cts 

(a) Can ID\ as it is nO"w constituted take up s. F. administration, 
or same a."Tlandrnent of the Articles would be needed? 

(b) Should it be merged in the working of the In\ or should it be 
kept as a distinct fu.l"lction of Irn. vith a separate fund? 

(c) 'What should be the criteria for menbersh:ip in S. F.? Can 
countries which ara not members of Bank or In\ be allrued to join? 
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OFFICE MEMORANDUM 
TO: Mro Robert _So McNamara DATE: October 15 1969 

FROM: Irving So Friedman 

SUBJECT: Supplementary Finance and IDA Replenishment 

lo In my memorandum of September 26, 1969 dealing with the outline of 
work on supplementary finance, I promised a separate memorandum on the 
relationship between supplementary finance and the third replenishment. 
This memorandum suggests a position on this issueo We are working on a 
separate paper on the issues involved in formulating a supplementary finance 
policy within the framework of the principles agreed by the Trade and Develop­
ment Boardo We plan to have this ready before your meeting with Mro Perez­
Guerreroo 

2. The question of the relationship between supplementary finance and 
an expanded IDA has two aspectso One relates to the way in which supple­
mentary finance should be administered -- whether as a separate entity or 
simply as an additional function of an enlarged IDAo The other relates to 
the timing of the Bank Group's work on supplementary finance in relation to 
the third replenishmento This memorandum is addressed to the latter issue. 

3o Our main concern is with the "additionality" of resources for supple-
mentary financeo IDA is a primary responsibility of ours and we cannot 
allow its replenishment at higher levels to be compromised by other con- X 
siderations and requirements. At the same time, rnow that most governments 
are agreed on the objectives and feasibility of supplementary financ~ and 
have asked us to formulate and consider implementing arrangements for this 
purpose, this task cannot be unduly deferred. We should, therefore, seek 
a course that would best ensure additionality of resources for supplementary 
finance purposes, ioeo, over and above what otherwise would be forthcoming 
for IDAo 

4o With respect to the timing of the negotiations for supplementary 
finance, there are essentially two alternatives: 

(a) Complete separation of negotiations for supplementary finance 
from the third replenishment, and 

(b) Some form of concurrent discussion and negotiation of the two 
subjects. 

5o The first approach would be to defer active consideration of supple-
mentary finance until after the negotiation of the third replenishment is 
completed, and perhaps legislative action as well. On present thinking this 
would be July 197lo Separation would have the advantage of assuring addi­
tionality of resources for supplementary finance over resources for third 
replenishment, and also of minimizing the possibility of delay in negotiating \; 
the third replenishment o However, @re probably do not have this option] because J, 
some major countries appear to agree with the Canadian view that"there is 
merit in integrating the supplementary finance facility into an expanded IDA" 
and therefore that the financing of the two cannot be completely separated. 

ent _ras. _see 
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Moreover , the LDC's would feel let down by a long delay in IBRD follow- up 
of the Trade and Development Board Resolution on Supplementary Finance, 
which came after years of discussion and particularly in light of the 
favorable attitude towards supplementary finance in the Pearson Reporto 

6o The real question with respect to the second approach , that is con-
current discussion of supplementary finance and IDA , is at what point of 
time do we introduce the suppl ementary finance discussions in our con­
sultations with member governments, on IDA . There are various cons i derations 
to be taken into account . As indicated in my memorandum of September 26 on 
the schedule of staff work i t will take at least a few months before we can 
complete the prel iminary staff work on suppl ementary finance along the new 
lines indicated in the TDB Resolutiono Moreover , before final i zi ng any scheme 
we may wish to carry out technical discussions with at least some of the donor 
governments , particularl y the United States , Germany , United Kingdom , Sweden 
and Canada , to ensure that the scheme we formulate accords with the concerns 
and interest of these countrieso Nevertheless , the donor governments are 
likely to be thinking about supplementary finance as they talk about IDA 
repl enishment , and are likely to raise this subject in their talks with the 
Bank . On the other hand , there is the consideration that introducing supple­
mentary finance too early (that is, say in November- December 1969) might 
compli cate the IDA negotiationso Finally , different donor governments may 
have confl icting views on when supplementary finance should be introduced 
into IDA discussions , and some consultations would be necessary to resolve 
these differenceso 

7. Keeping these various considerations in mind , and assuming that the 
consensus of donor government views is that agreement on supplementary finance 
measures wi thin the Bank need not or should not be reached soon (say early 1970) , 
I recommend that our approach be: 

(a) Start the staff work on the scheme right away , in line with my 
memorandum of September 26 , 1969 and , as the policy is fo r mulated , begin 
informal technical consultations with the governments . This could take four 
to six months in all . 

(b) In the course of this period , the thinking of donor governments 
on the scale of third replenishment should become clear . 

(c) The Bank , in its IDA negotiations should , when asked , state that 
we are carrying on the staff work and would like to benefit from the views of 
donors as to the point at which they would l i ke to bring the suppl ementary 
finance into discussions , emphasizing our views on additionalityo 

(d) The Bank would be prepared to bring supplementary finance into 
IDA discussions at any time suitable to major donors after March 1970 . 

So However, if our IDA team brings back clear signals that an earlier 
decision on supplementary finance would facil i tate the IDA discussions and 
facilitate an expanded IDA , as some donor officials imply, we would be 
prepared to accelerate this schedule and go to our Executive Directors in 
January , 1970 . 

cc: Sir Denis Rickett 



Mr. Robe~ S ct McNa.m~a. 

Irving s. Friedman 

Su;ppl~mentarx; tinance OOd _IDA Re;elenishm.egt 
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October 15 1969 

lo In my memorandum of September 26, 1969 dealing with the outline of 
work on supplementary finance, I promised a separate memorandum on the 
relationship betv en suppl mentary t1nanc• and the third replenishment o 

This memorandum sugge t .s a position on thi issue.. W are working on a 
separate paper on the issue involved in tormulating a supplementary finance 
policy withln the framework of the principles agreed by the Trade and Develop­
ment Boa.rclo We plan to have this ready beto:re :rour meeting with Mr. Per -, .. 
Guerrero. 

2. The question of tbe relationship between supplementary f'inanee and 
a.n eXpanded IDA ha.s two as peats. On relates to the way 1n whioh supple­
mentary finance should be administered - whether as a s para.te entity or 
simply as an additional function ot an enlarged IDA. The other relates to 
the timing of the Bank Group's work on supplementary finance in relation to 
the third replenishment. This memorandum is addressed to the latter issue. 

3. Our main concern is with the "additiona.lity" or resources for supple-
mentary financeo IDA is a primary responaioility of ours and we cannot 
allow its replenishment at higher levels to be compromised by other con­
siderations and requirements. At the same time. now that most governments 
are agre 4 on the objectives and feasibility ot supplementary finance and 
have asked us to formulate and consider implementing arrangements tor this 
purpose. this te.sk cannot be unduly deferred. We should, therefore, seek 
a. course that would best ensure additionality ot resources tor supplementary 
finance purposes. i.e. 1 over and above what otherwise would be forthcoming 
for IDA. 

4. With respe t to the timing of the negotiations tor supplementary 
tinanQ , there are ssentially two alt~rnatives: 

(a) Complete separ tion at negotiation for supplementary finance 
trom the third replenishment, and 

(b) Some torm of concurr nt discussion and negotiation of the two 
ubjects. 

5. The firs e.ppr.oa.ah would be to deter aetive consideration of suppl -
mentary t1nanc until att ~ tbe negotiation ot the third ~ plenishment is 
completed, and perhaps legislative aetion as well. On present thinking this 
would be July 1971. Separation would have the &dva.ntage ot uring s.ddi-
t1onality of r ourc s tor supplero.entary tinanc oVf:!Jr resour-ces tor third 
replenishment, and also of minimizing the possibility ot delay in negoti ting 
the third replenishment. However. we probably do not have this option because 
some maJor countrie appear to agr e with the Can dian view that"there is 
merit in integrating the su.pplementarr finance tacili ty into an expanded IDA" 
an therefore that the tinancing ot the two cannot be completely s parated. 
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Moreover, the LDC's would ~eel let down by a long de~ in IBRD follow-up 
ot the Trade and Development Board Resolution on Supplementary Finance, 
which came a.t'ter years ot discussion and pa.rtioularly in light of' the 
favorable attitude towards supplementary finance in the Pearson Report. 

6. The real question with respect to the second approach, that is con-
current discussion o~ supplementary finance and IDA, is at what point ot 
time do we introduce the supplementary finance discussions in our con­
sultations with member governments, on IDA. ~nere are various considerations 
to be taken into account. As indicated in my memorandum of September 26 on 
the schedule of staff work it will take at least a few months before we can 
complete the preliminary staff work on supplementary finaace along the new 
lines indicated in the !ft8 Resolution. Moreover, before finalizing any scheme 
we may wish to carrJ out technical discussions with at least some of the donor 
governments, particularly the United States, Germany 1 United Kingdom, Sweden 
and Canada, to ensure that the scheme we formulate accords with the concerns 
and interest of these countries. Nevertheless, the donor governments are 
likely to be thinking about supple!llentary finance a.s "they talk about IDA 
replenishment, and are likely to raise this subject in their talks with the 
Bank. On the other hand, there is the consideration that introducing supple­
mentary finance too early (that is, say in !iovember-December 1969) might 
complicate the IDA negotiations. Finally, different donor governments may 
have conflicting views on when supplementary finance should be introduced 
into I DA discussions, and some consultations would be necessary to resolve 
these differences. 

1. Keeping these various considerations in mind, and assuming that the 
consensus of donor government views is that agreement on supplementary finance 
measures within the Bank need not or should not be reached soon (say early 1970), 
I recommend that our ar proach be: 

(a) Start the staf'f work on the scheme right away , in line with riiY 
memorandum of September 26, 1969 and, as the policy is formulated, begin 
informal technical consultations with the governments. This could take four 
to six months in all. 

(b) In the course ot this period, the thinking or donor governments 
on the scale of third replenishment should become clear. 

(c) The Bank, in its IDA negotiations should, when asked, state that 
we are carrying on the staff work and would like to benefit from the views of 
donors as to the point at which they would like to bring the supplementary 
finance into discussions, emphasizing our views on additionality. 

(d) The Bank would be prepared to bring supplementary finance into 
IDA discussions at any tirne suitable to major donors after r·1arch 1970. 

8. However, it our IDA te5m brings back clear signals that an earlier 
decision on supplementary finance would facilitate the IDA discussions and 
facilitate an expanded IDA, as some donor officials imply 1 we would be 
prepared to accelerate this schedule and go to our Executive Directors in 
January • 1970. 



INTERNATI ONAL BANK FOR 
RECONSTRUCTI ON AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

OFFICE OF THE PRESIDENT 

1>1r • MeN a.mar a: 

INTERNATIONAL FINANCE 
CORPORATION 

October 6, 1969 

You may be intere5ted in reading 
this note when reading my memorandum of 
October 6 to you on Supplementary 
Finance. 

Irving S. Friedman 



FORM i'O. 57 INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

TO: ~-:r . IrvL"'lg s. Fried...c.a..'"l 

li\TEr\.,K - .8NAL 8 .-\~~K FOR 
RECONSTRt.,C7, 0.\ A.\:; ::l EVELOP~::O:NT 

INTERNATIONAL FINANCE 
CORPORATION 

DATE: October 6, 1969 

F R C M: J o 1-1. Saxe \)\:J.S' ECL 

AR 
.. , ~--~-
...;v. 6 196S 

c._ . - ~ \.... .. 
"'' J suBJECT: Su:ople-.:e:1tar.Y F::i..Ic.:-.::.cc 

\\r1 11 L 
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late i...'"l !:..U.;6:1St 1966, I i:C..S ciC.;;.JlY G:.:g.:..:;'"'~ ::..:.~ t:::'"' c....:c..lysis o:f the Bcmk staff 
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Cnai::.7..a:1 a:"d Ra?po::.·te-.:.r .:ro:n it;:; :::-_:-sec : '"' ~.:;io:: i.:.r.:i:.il it rqo:r-ted to the 
Second Sessio::! of u.:-C':' . ..2J izl Fe'!::>:.~-:..:::.:.7 _ jvv. 

2. 7.::e U.s .. td::~ir:ist::-2.:~:::. c:.1 too:: :.. C.0cisio:--.t abou-~ t:-:e !;'"_e..tter at 
s.:bcabi:"et leve::L (..; n the N...;.c) on :"~c::..-~ ..::.· :.967. ':'~·.is d.coc:..sio:: u2.s e."'l.dorsed 
by t!;.e I•; e:·r Ac·.:.i:1istra tio:: ju.st be.: ore ·v::.: ~.:....:.:-c.:: Sessio:: of t:-.. e ':':'ade 2-:::d 
Dzvelop:nent Board . 

Tuo or three of r.~y fo:·.·:1e:- co .... .Lc<:::'..:;.-::s :Jho had he::ped. r:1e i:1 t}~is 
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v:hced, an authoritative vie11 :::bo·.:·c ti. . ..:.:.:z a.n.d tactics . 

4. First, here is a very brief s~~ary of the U.S . positio~ 0::1 the 
su.'Jstc.c"'lce .... t the Seco:::J.d. Session of the Co:1fere::!ce_, the U.s. represent.:.·.::,:..ve 
rejecteC:. a !:u..rnber of si~-= fica.'I"J.t if ~1o·c ce:ltral fe.:.tures of the '. .0rld :_,....:,;.,'lc 
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He also called. into question the v.JSt e:sti:.nates trhich had bee..'"l r::::..::.:.a. __ .... ,-
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a .__;rec::~ C..e.::2. of lattiti.:de . In a :::'..lb.scqu.o:lt .meeti:r:.g of the IC2- (at its 
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Filth .S.sssio:1) he stress.sd t::."' ::.-::::~ss::..-: -· ::'or c:.ose cor:sul -cation bet:veen 
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p::.~cveC. c.o ":Je of a lo::1g terr:_ ctc:..:~;...cc,er. 
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se-v·.:.i::.:; c:.:-:;y dat.e :.:.'or action by t::-.e :-:a:."-g~::e::.t or Board of the Ba.:.-.2: 'tJC!.S 
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OFFICE MEMORANDUM 
TO: Mr . Irving s . Friedman DATE: September 29, 1969 

( 
FROM : N. A. Sarma ~~. r ' .1~,-'-'wut 4 

SUBJECT: Supplementary Finance - Outline of Work - Questions by Mr. McNamara 

Para l ' The Resolution adopted by the Trade and Development Board is 
attached hereto . The Conclusions of the Inter-Governmental Group are 
annexed to this Resolution . In the Resolution, it is stated that the 
TDB agrees with the Conclusions of IGG . The u.s . representative at the 
TDB voted for the Resolution, and did not make any reservation . (Please 
see my memo to you, of September 26) . 

Para 2 ; The purposes of S. F . were agreed to in recommendations adopted 
by UNCTAD I (1964 June, Geneva) and UNCTAD II (1968 t-~arch, New Delhi) -
attached hereto, please. UNCTAD I stated that the resources for S. F . 
be administered by IDA . The IGG recommended that S. F . be administered 
within the World Bank Group . The Resolution by TDB, agreeing with the 
IGG Conclusions, "invites the competent organs of the IBRD ••• to consider 
working out arrangements for S . F. and, if appropriate, to consider intro­
ducing them." As I mentioned in my memo to you of September 26, the 
reference to "competent organs of the Bank" and "working out arrangements" 
was to indicate that what was being expected was not a staff study, but 
an operational proposal from the Management and Executive Directors of the 
Bank. As for the t erms "to consider" and "if appropriate" , while they 
reflect a compromise between different approaches , essentially they re ­
flected the desire of most delegations not to appear as if they wer e 
instructing the Bank; I was informed by representatives of both donor 
countries and LDC ' s that the wording reflected courtesy to the Bank. 

Para 8: While Canada made specific references to S. F . in the context of 
an expanded IDA , both at the IGG meetings and at the TDB session, USA and 
U. K. also referred to this matter at the IGG se s sions . Representative s of 
Sweden (nordic countries ) , Switzerland, the Netherlands, in informal meetings 
would seem to have expressed similar views . 

Para 10 : As noted earlier, USA voted for the entire Resolution in the TDB 
and made no reservation . In the discussions in the contact group that led 
to the text of this Resolution, it would appear USA opposed any suggestion 
or hint of a time limit . For instance , there was a view expressed by some 
LDC's, especially by Brazil, that there should be a progress report from the 
Bank to TDB for the latter ' s tenth session ( i.e . by August 1970); USA did 
not agree with this . There is, however, no record of these consultations, 
and no formal statement is available by the u.s . 

.So ) '---
I 



Mr. Robert S. MeN e.mara September 26 ~969 

Irving S. Friedman 

u.s. Position on Supplementary; Finance 

This note by .Sarma attempt.s to state the viewpoint of the U. S. on 
Supplementary Finance . Noting the stat~ents made by u.s. representatives 
at various meetings, their particip~tion in informal consultations , and the 
position taken "Ly ·thelil with respect to the resolution adopted by the Trade 
and Development Board (TDB) . early this month , Sarma. expresses the definitive 
view that the U.S . has a.Breed to the objective and principle of Supplementary 
Finance. 

I myself recall that the u.s. representatives were rather critical of 
certain aspects :of the Bank staff proposal. in earlier meetings , though they 
did not oppose Supplementary Finance as such . In the present Administration 
fUrther consideration has been given to the matter, and a favorable decision 
in principl~ appears to have been reached on a discretionary scheme at a 
high levels i n the Government . This impression would seem to be confirmed 
by my conversation with Emmett Hice. 

There is, however , one important concern for us; this should be the 
conce.rn of governments too -- the impact of Supplementary Finance on the 
availability of resources for IDA, especially through the Third Replenishment. 
We, on our part , in the discussions on Supplementary Finance , have consistently 
stated slnee 1965 that resources for Supplementary Finance should. be additional 
to basic development finance. The Resolution adopted by the TDB specifically 
draws our attention to the view of the IGG that it would be of little value 
merely to divert available resources from basic development finance. Some 
donor country representatives , e . g . Canada , have referred to. Supplementary 
Finance in the context of an expanded IDA. Most governments seem to be aware 
of the problem. The u.s. in particular appears to be of the view that the 
total resources for IDA re~lenishment and Supplementary Finance together would 
be larger than what otherwise would be for IDA purposes only . Supplementary 
Finance, instead of inhibiting IDA replenishment may, in fact, becow~ a means 
of obtaining larger fup.ds for IDA. In a.ny case no deadline has peen set for 
the Bank's work a.nd it is. therefore within our power to handle the matter in 
such a w~ as to maximize the favorable effect of Supplementary Finance on the 
total volume of resources to be administered by IDA. 

I believe that the U. S. and the other donor countries , as well as the 
LDCs , agreed to r~fer the matter to the rlank have done ~o with a positive 
attitude. However. I do not wish to leave the inpression that the u.s. has 
decided at this stage to put money into Supplementary F5.nance. More work 
within the Bank on the ~pecifics of a scheme will be needed before such a 
decision can be taken by the u.s . or any other donor . 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr . Irving s. Friedman DATE: September 25, 1969 

N. A. Sarma 

... ' u.s. Position on Supplementary Finance 

The note attached hereto is prepared at your request . It 
brings together the substance of statements by the u.s. representatives 
at the IGG sessions and the TDB meeting just concluded, on the basis of 
detailed notes I have of these proceedings. 

On the basis of these views, as well as what I gathered of 
the private consultations during IGG and TDB sessions, it is my view that 
the u.s. has agreed to the principle and objectives of S. F . , but has not 
indicated any particular time schedule f or working out the scheme and for 
implementing it . 

k~ 
Attachments p 



Suppl ementary Finance - U. S . Position 

At the Second Conference on Trade and Development (UNCTAD II -
Delhi : March 1968), it wa.s decided to expand the Inter -Governmental 
Group on S. F . , and to instruct it to consider fur ther certain aspect s 
of S. F . , to wor k out measures for S. F ., and to report to the Trade and 
Development Board not later than its Ninth Session. The First Session 
of this expanded group wa.s held for a week during October 21 - 25, 1968, and 
was preparatory in nature for its next session . The final session was 
held for two weeks during June 23 - July 3, 1969 . At this session a 
consensus recommendation wa.s agreed upon, and forwarded to the TDB . The 
TDB, at its Ninth Session (September, 1969) adopted a (consensus) resolution 
on the subject , agreeing with the conclusions of the Inter -Governmental 
Group, and requesting the IBRD to consider working out supplementary 
financing arrangements on the basis of the IGG conclusions and, if appro ­
priate to consider introducing them . 

.> 

The U. S . representative at the TDB meeting voted for the 
a:bove resolution, and did not make any reservation, as Australia. and a. 
few others did . In fact , on September 9 - 10, i . e . two days before the 
final resolution emerged as a compromise text for approval, there were 
two draft resolutions - one by the LDC ' s and the other by some members 
of the ' B' Group (donor countries) . USA was one of the sponsors of the 
' B' Group draft . (Please see the drafts attached hereto) . In substance , 
the two drafts were similar . USA was in the small contact group of the 
TDB President, which hammered out the final, agreed, text . 

Earlier, in his general statement at a. plenary session ofTDB, 
the U. S . representative observed that it was an achievement for the IGG 
to have secured. a consensus in tnis complicated matter, and that the TDB 
was to be asl~ed to act on the IGG Report . 

At the final session af the IGG (June -July l9o9), the u.s . 
rn.euiber felt that the comments of the Canadian member vere useful and 
could be pursued further; in his view, if the decision was to implement 
a scheme of S . F . , it would be best to entrust it to the Bank Group . 
(Canada had agreed in principle to S. F . but not to specific features 
such as a pre - deterr>J.ined export non1, and saw some neri t in integrating 
S. F. into an expanded IDA . ) 

At the first (exploratory) meeting of the expanded IGG in 
October 1968, the U. S . ner:1ber reflected at some length on certain aspects 
of , s . F . , and put forward certain suggestions as possible :!lodifica.tions of 
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the so-called German alternative. Inter alia, he expressed the view 
that the arrangements for S. F., if put into effect, should be administered 
by IDA, and funds for S. F . might be provided through an increase in the 
resources of IDA in the process of the Third or subsequent Replenishment. 
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September 25 1969 

Mr. Sarma: 

Mr. Friedman said to type up these notes for you and to tell you that 
he needed the drafts by early afternoon todayo 

lo Is there an actual report, either verbatim or summary or other kind where 
the views of delegates are recorded, that could be appended to this memorandum? 
If not, then I think this should be clearly indicated in the covering report 
and some indication should be made of what your own personal recollection is, 
having attended these meetingso 

2o I note that in your memorandum as well as in the resolution, there are 
such phrases as "where arrangements for supplementary finance can be worked 
out (draft resolution)" and "if appropriate" (presumably in the final text of 
the resolution) and that your memorandum reports that the u.so member felt that 
in his view "if the decision was to implement, etco" Do all these q_ualifications 
indicate that the UoS• was really saying that it wasn't agreeing to anything in 
substance but rather to the procedure of having the proposal transferred from 
the UNCTAD to the Bank? Even your reporting of the u.s. views on Canada is that 
they were "useful" could be pursued further and couldn't this be taken as 
diplomatic jargon to reflect a noncommittal, if not a hostile position, when 
expressed to a friendly country? 

Please see the following: 
Irving So Friedman 

While attending these meetings, 

I have made careful and detailed notes of the views expressed by delegations on 
S. F . (These have been reported from time to time, immediately on my return from 
the meetings). , I have now added this in my memo to you, please . We could arrange 
to obtain summary records from Mr . Sidney Dell. 

gj Until UNCTAD II, and in their statements in UNCTAD II, the u.s. attitude was 
critical of various aspects of S.F It is ealy~ recent months, i.e. during dis­
cussions in the expanded IGG Group (October 1968 and June 1969) and most recently 
at the TDB meeting, gradually and ·ncreasingly the u.s. has evolved a favourable 
position . I have attempted to bri g out this evolution in the note. What is 
important is their present positi n as expressed at TDB (September 1969). I start 
with that, and trace back to the final sessions of IGG (July 1969) and to the 
earlier sessions of IGG (Octobe 1968) . The u . s. position seems to have evolved 
not only as a result of intern discussions among their own departments, but also 
in the light of discussions wi h German, Canadian and other delegations during 
these meetings . The TDB reso tion clearly agrees with the recommendations of the IGG 
on S.F . The IGG recommenda on is annexed to the TDB resolution, placed below. The 
u . s . has agreed with this, ithout any reservation . i ~ ~ 
The resolution is so draf ed as to give considerable /~, ~ 
discretion to the Bank. The phrase, 'if appropriate', ' 
~s this context . J ~ ,)$_ 

I 
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FROM : Irv:'.ng S . FrieG.::nan 

SUBJEC T : St::::Jnler::entary Finance : Outline o:Z' Ho::::: 

su·ostar..ce of the Decis:'.on taken by TDB 

A~ t~e Ninth Session of the ~rade a~d Development Board, a conse~sus 

::.·e.solt.:::lv:::l 'N"as adopted on supple.-e .. tary fi~ance (S . F.), virtually una:::1i .. .ously -
i.e .. i -c '1-i:O:.S supported by rr:ost do:::10r cour..tries and all less - developed countries . 
By ~his rc3olution, the Board agrees 1:i~h the co:::1clusions of ~he Inter­
govern~en~~l Group (IGG), and re~Lests ~he IB3D to consider work~ng oLt 
suppleEentary financing arrangements, o~ the basis of the conclusio~s of IGG , 
a::..G., i:~ appropriate, to consider ir:troG.·..:cing ti::.er::. Attention is d.rau:-. 
specifically to the vie'li of the IGG the.~ i ~ ·..redO. be o:~ little va:=..ue ::::e~ely to 
C.~ vert available resources ::'rom bas:'.c develop~nt :'ina.11ce for this purpose . 

2 . By 0tis decision, most goverr~ents - donor ana beneficiary - have 
reaffir:-::.ed: 

(:'.) ':::':i.!e basic objective of supple:.entary finance, i.e . helping a 
co·..:...'1<:ry facing adverse movements ir: export earnings to avoi d 
d:'.sruption of i ts development program . 

(ii) That such a scheme* be forE~ated and ac~inistered by the 
Vlorld Bank Group in consultat:'.on 1-.ri~h ~he Fund.. 

(iii) That, in administering the scheme, accour..t be ta.~en o:' a 
co·cL.'rcry 1 s c..evelopment plan, inclu(;_:'.r..g :'. ~s targets . While i-;: is 
no-c categorically stated, the ge!1era:::. vie'lv emerged that finar...cial 
resources for S . ? . should be considered in terms of additio::..s to 
bc.sic development finance . 

3. :Csse:o.-;;:'.ally, the scheme envis.s.ged :'.n the above decision is "C.iscretionary" . 
!~ does no0, as did the origin~l staf~ ~~oposal, specify ~he use of agreed 
e:-::._·.ort 'projections as the Eeans o-: me.::...oLring the u.11expec~ed expor~ sncr-;:;:'alls , 
ncr does i-c explicitly call for ~~e use of policy understandings on dev~=-opment 
prcgra::s and performa.11ce undert~~en a~ the beginning of each five - year period 
a.:.C.. pe:::·:'.oC:._cally renewed, to ensure that any supplerr..entary fina~ce ass:'.s~ance 
1vould be wed to defend a 'lvorthvl~1ile development progre.E. Some (done:.:) 
cou..'1trics '1-rere skeptical or critical of such predetermined norms , in ~::.e cours e 
o= the C.iscussions on the subject. ~ne request to the Bank is, however, so 
'lvcrded as to leave considerable discretion to the Bank in formulat i ng a scheme , 
i~ exploring ways of obtaining resources for the purpose, a.'1d i n administering i t . 
·:.: .. ~ 3~--~\: :::.s "co forwc..rd progress rc~'or~s from time to -cine to the ':'rade and 
:::~ YelC)--2r.'~ Board for its in:'or:rJ.a~"~cr.... :io tine =-imi t is se~ . 

·: .. ___ 2 i:c_·~ '1sch...::r.e" ::e:ed no·c i:r:.)J..y ~V:..J'v • .:.~1.g ;:-:,o::::-e tha.'1 a ::?Olicy dec:'.s i on '\::.thin 
·v •• e .::\c..:-•. :. For convenience the word "scheme 11 is used in tne :pc:.per in.:;.::r-
e;~.ance~bly ~Vi th 11 arrangements 11 or 11poli cy" . 
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4. 1~-c c.::-.2: 3.:.:.~-= time, the reco:r.zne::-~C.~-cio::. o:~ :;:GG, -v::1.::.c:'l is 
decis~o~ o: ~De Trade and Develo?~2~t 3o~~C, a~so st~0es: 
expec-ced. ~:.s-c on the basis o~ the ex::;;.:::ri'-'::lC:e .;.:..i:::ed. i::-" the 

end.o:..·s ed in the 
11 It can be 
opera~cion of 

supple::-:'.enc.::::.::.-y finance app:::-opriac.c:: c·->.:cti72: c:cic.e:ria -v:_::;_::_ be developed so as 
to pro-ri C.e res.s onc.ble assurance o_~ :'le:::_p c.o :p:ro-cec-c a 9_0-ur: cry's C.evc::..op:nen-c 
pla.11 o:..· p:rot;ra:w c..;ainst the ef ..:\_c~cs o:..~ e:cpor"'c sr-~ortfs.lls. 11 'I'nis w-.s.s the 
essence of ·c:::.e Ea.:-.:·: s-ca:~f p:.·oposa::.. . '3'-.":re is also a re:::e:rer..ce in -c:!::e :GG 
recom.. 2nc.a-;;io:1 -co unJe:rsta.--:d.L:.;s -v;i -;;r-_ ::-::el.:be:::- coL"ltries, bu-c it is inC.icc.:-ced 
that c."':;.ey should be :10 d.i:'~e:rer..--c :~rcr.:. these iT:c-lic:i r.ov obtain in the 
relat::.ons:1ips betvreen "'che Ban~: ar.G. me::-.:be:..· coL<ntries . We ourse2.ves had 
stressed the point that the rela--cionships necessary ~1d.er S.F . should be the 
same as we were ceveloping with member countries in the Bank, though the nank 
staff proposal was silent on which a~ency should administer the scheme . 

5 . r:::·ne :'i:r.:;--c sc.ep for the nank, t:.'-'~'-, ::.s to se-c out the issc::.es i:1vo:ved in 
wor~d . .; oc;.c. a scheme on the lines i::Cca"ved ir ... the recommend.a-cion o: -che .:X(}G:. 

.The main issL<.es would have to be po~~~ with 6:::-eat care, keepin.; in view --che 
esse:1tial rec_-:..1irement of --che opera·.,io:1al feasi:tili ty of any suggestion . 
Cons~ta--cions with the Fund are also required . In view of the considerable 
amm.u .. t o f 1.;rork done by our staff on --c.Le subject already, and the viewpoints 
elaoorated by government representatives on techni cal as well as adminis-crative 
aspects during the course of discussions so far , it should be possible to 
prepare the paper setting forth the issues by the end of October which, if 
desired., cou::..d be the basis for a preliminary Board discussion . 'i-Je wol<.ld aim 
to give yo-:..1 ~ draft by October 15 . 

Paue:rs on =ssues 

6. 1-:i tn respect to each of the main is sues, on balance there is sor::e aC:.vantage 
in preparing a separate brief paper in terms of alternative approaches which 
would go further --chan the preliminary paper referred to above . Hm-rever, such 
paper would. no-c atte:t;1pt to formulate conclusions at this stage . Dm.;.otless the 
staff memoers working on particular aspects would be going over interrel~ted 
questions a.~ong themselves . These papers could be got ready for ci :rculac.ion 
during November- December . Again, as -vre proceeded with respect to Cor..mo<ii ty 
Stabilization Studies , these papers could oe discussed in a series o: Execu-cive 
Board meetings over a period beginnir..g whenever it seemed desirable f:rorr al l 
viewpoints, including the Third IDA Replenishment . A judgment on this -v~ould 

probably best be made after preliminary eA~loration with some of the leading 
Part I countries . The staff would then be in a position to prepare and 
circulate a comprehensive paper, putting forward a "scheme 11 or policy proposal for 
approval . 

7 . ..-..m.ong tl-.e ::.ssues for consideration would be the following: 

( i) :;:Je ... ermination .of a."l export s:c-.o:·--c:.~a::i..l: As noted earlier the 
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resolution does not refer to any ex:::_, o:::-t nor::':, anci divergent viei·Ts have 
been expressed by particular co~~tries. But, there is agreement that 
there should be reasonable assuYance of hel~ to protect a COQ~~ry's 
cievelopment program against an export shortfall. If eX!)orc, nor:n? are 
not used, what other techniques are ~ossible ':'1 Closely relate<i questions 
are: in the case of a ~articular co~~t~J, how significant is 0he 
problem in a given situation and what part of the shortfall can be covered? 

(ii) Hhether a country experiencing an export shortfall should q_ualify 
for assistance from the scheme, to whac, extent, how related to its 
policy performance, if not·based on a urior"policy package" ~~derstanciing1 
~at other ~eans might be used to ensure sufficiently quick assistance, 
etcr 

(iii) Tne relationship with the Compe:-.satory Financing Facili ~y of the 
Fund: The main question relates to 0he different purposes c,hat S . F. is 
intended to serve. The Compensato:~ Financing Facility helps to even 
out the availability of exchange earnings from exports for a me~ber 
country and thus assists a country in ~eeting temporary, reversible, 
balance of payments deficits, on the un<ie:::-standing that the drawings 
would be repaid by the country within 3- 5 years . The proposal for 
supplementary finance has been made because countries cannot undertake 
cievelopment programs with a longer- 0errr. perspective unless there is 
some assurance that their exporc, earnings would correspond to reasonable 
expectations . In brief, it may be said that the Compensatory Financing 
Facility has to do with instability or short- term fluctuations in export 
earnings, and supplementary finance with uncertainty of export earnings . 
A closely related question is the continuing mechanism, if any, for 
consultation with the Fund in the implementation of any scheme. 

( i v) The relationship ·with co::n.."llodi ty arrangements: Are corr.mod.i ty 
agreements a feasible s~bstitute for supplementary finance? ~o they 
complement or compete with one another for international support? 
Does the same answer apply to all counc,ries? 

( v) Several questions arise 1.ri th respect to financing: An estimate 
of req_uirements; how they are ~o be raised; the period covered; 
whec,her the amount should be earmarked as a separate fund for this 
purpose or be included in the total IDA resources with a certain 
(maximum) limit indicating for S . F . use; the possible need for rationing 
devices, etc . 

(vi) The legal aspects arise from the institutional and aQrninistrac,ive 
arrangements contemplated, whether S .F. IWUld be merged in the 1-TOrking of 
IDA, or whether it would be kep~ as a distinct function of IDA, etc. 
Questions of membership may be involved if some non- members, li~e R~~ania, 
should wish to join . 
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(vii) How should S . F . be proviced, e.g. througn the ~echa.~ism of the 
established vehicles of the Wor:d Bar.J.: Group, etc~ 

Pauer on Relationshiu wi-ch IDA Re'Jler..ishr;er..t 

8. During the IGG session in June-July 1969 and later in the TDB disc~ssions, 
specific references were made by so~e representatives to IDA replenishment and 
S. F. Canada has taken the view t':.at "tl:ere is merit in integrating the S. F . 
facility into an expanded IDA". Severa::._ donor cour..tries are eviden-cly -c:tinking 
on the sa.'tle lines . Accordingly, i~ mig:t-c be advisab:e for the Bank to consider 

.S . F . in the context of the time table and procedure-s .it proposes for negotiations 
leading to the Third Replenishmer.t of IDA. Tnis would help to maintain the · 
" addi tionali ty" of funds for S. F . A separate memorandum on this matter is 
being prepared and will -oe available in about two Keeks. 

9 . The 
with the 
decision 

time schedule given below assumes -chat a decision is made -co proceed 
work on S . F . simultaneously with the IDA replenishment. If a Qifferent 
is made , a different schedule wou:d, of course, be called for . 

Time Schedule for further Steus 

9 . A fully elaborated scheme can o~ly e~erge after some time . ~is is 
because it would require detailed cor..sid~ration in the Bank, especially 8y the 
Bank's Executive Board . It would also require consultations with a~ le~st 
so~e of -che (donor) governments. Hhich have favored a discretionary s che:::::e -­
especially Germany, the U. S .A. and Canada. Because of these nego-ci~ti~~ needs 
ten-catively, June 1970 would seem a reasonable deadline for completing this 
part of -che work, assuming the member governments, particularly the principal 
donors , w.ished us to proceed at this -cirr.e Hi th this matter . 

10 . The expectation of several governments, it appears, is that it migh-c take 
between one and tHo years for a S . F . scheme to be actually implemented. In 
fact,·a proposal that was seriously considered at one stage was to request the 
Bank to furnish the first progress report -co the Tenth Session of TDB - i.e . by 
August 1970 . In particular'· the U.S . .A., having agreed without any reservation 
to -che decision of TDB , has refrained fr.om indicating any time schedule for 
working out the scheme or implementing it . This view of the U. S.A . clearly 
emerged during the informal consulta-cions preceding the agreed text. This 
question of timing is important and delic~te. Views of at least SOllie of the 
(donor) countries sh.ould presumably be ascertained before formally bringing up 
papers for discussion by Executive Direc-cors. 

Staff .Arra.~gements 

11. Tne question now arises of get-cing -coge-cner a small staff team for ~d.er­
tal<ir.g the work . I have in mind -che fo::owing persons: . 

~.M:. Sundru.'tl (Director, Developr.:ent ?rograms Studies, Bur~ese r.ational) : 
Very familiar with supplementary fi::c..nce proposal and discussions . 
Could be ~Q;rs1:liJ.'i1 . G ....... r .J;""'(..-0 ~ 6 ~ r-<L."'"" _ 
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Ellsworth E. Clark (Special Counsel, Leg~l Department, U. S . national) : 
(Cl eared with Ronnie Broches . ) 

Jo W. Saxe (Dev~lopment Finance StuQies Division, U.S. national): 
:!iepresented the U.S . in most of c;he discussions and Has rappo:..··ceur 
on supplementary fin~~ce for the u~C~P~ :I -- now works witt 
Sir Denis Rickett as part of the IDA team and could be the person 
concerned with the in-cerrelati o • betvreen the S. F . proposal and -che 
':::'hird IDA Reple-nishment . 

3imal N. Jalan (Returning from ?earson Comr.dssion staff on October l, 
.indian national) : Was involved. in original work for a number o:~ years . 

Dieter Elz (Trade Policies & Export Projections Division, German 
national) : He vrould. be particul~rly conc~rned with export projections 
and with the problem of projections in relation to commodity agreemenc;s 
-- was· very helpful in recent Corr~od.ity Stabilization Study . 

I recommend that Isaiah Frank I·Tork as Advisor to this group since he 
has worked with me on this matter since its inception . He and Jo Saxe 
are very knowledgable about c;he U. S . atti c;ude and. sensitive to the vario"J.s 
questions relating to U. S . support in such a scheme and its implications .for 
IDA replenishment . 

tlir . Sarma is due to return to India. !=e has already sc;ayed avre.y rrcuch 
longer than he originally planned when he carr;.e four years ago; his :Z'ami:=..y 
has already returned·to Bombay and h feels ~e rrust go back for some mon-c~s 

at least to help them ·get installed . Hmrever, he has been a most useful 
colleague and is now thoroughly versed, not only with the problems involved 
in supplemenc;ary finance but also the viev~oint of donor and LDC co~c;ries. 

He gained the respe ct of all these people as i-Tell as people in the UXCTAD 
Secr etar iat who also have a keen interest . He indicates that, if ::: were to 
request him to come back and work on this with me, he would be prepared to 
ask Governor Jha of the Res.erve Bank of India to allow him to come back during 
1970 to do so . / 
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u.s. Position on Supplementary Finance 

This note by Sarma attempts to state the viewpoint of the u.s. on 
Supplementary Finance. Noting the statements made by u.s. representatives 
at various meetings, their participation in informal consultations, and the 
position taken by them with respect to the resolution adopted by the Trade 
and Development Board (TDB) 'early this month, Sarma expresses the definitive 
view that the u.s. has agreed to the objective and principle of Supplementary 
Finance . 

I myself recall that the u.s. representatives were rather critical of 
certain .aspects of the Bank staff proposal in earlier meetings, though they 
did not oppose Supplementary Finance as such. In the present Administration 
further consideration ·has been given to the matter, and a favorable decision 
in principle appears to have been reached on a discretionary scheme at 
high levels in the Government. This impression would seem to be confirmed 
by my conversation with Emmett Rice. 

There is, however, one important concern for us; this sho~ld be the 
concern of governments too -- the impact of Supplementary Finance on the 
availability of re~ources for IDA, especially through the Third Replenishment. 
We, on our part, in the discussions on Supplementary Finance, have consistently 
stated since 1965 that resources for Supplementary Finance should be additional 
to basic development finance. The Resolution adopted by the TDB specifically 
draws our attention to the view of the IGG that it would be of little value 
merely to divert available resources from basic development finance. Some 
donor country representatives, e.g. Canada, have referred to Supplementary 
Finance in the context of an expanded IDA. Most governments seem to be aware 
of the problem. The u.s. in particular appears to be of the view that the 
total resources for IDA replenishmen~ and Supplementary Finance together would 
be larger than what otherwise would be for IDA purposes only. Supplementary 
Finance, instead of inhibiting IDA replenishment may, in fact, cecome a means 
of ob~aining larger funds for IDA. In any case no deadline has been set for 
the Bank 1 s work and it is therefore within our power to handle -c.c .. e matter in 
such a way as to maximize the favorable effect of Supplementary Fin~ce on the 
total volume of resources to be administered by IDA. 

I believe that the u.s. and the other donor countries, as well as the 
LDCs,/~~d to refer the matter to the Bank have done so with a positive 
attitude. However, I do not wish to leave the impression that ~~e u.s. has 
decided at this stage to put money into Supplementary Finance. More work 
within the Bank on the specifics of a scheme will be needed before such a 
decision can. be taken by the U.S. or ar.y other donor. 

I cannot, of course, predic-;; wha-;; the U.S . attitude will "':::Je if and when 
we have articulated a scpeme requ~rin; more money and it is then examined 
under a microscope by members of ~he Cabinet and perhaps even ~he President 
himself. 
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u.s. Position on Supplementary Finance 

This note by Sarma attempts to state the viewpoint of the u.s. on 
Supplementary Finance. Noting the statements made by u.s. representatives 
at various meetings, their participation in informal consultations, and the 
position taken by them with respect to the resolution adopted by the Trade 
and Development Board (TDB) early this month, Sarma expresses the definitive 
view that the u.s. has agreed to the objective and principle of Supplementary 
Finance . 

I myself recall that the u.s. representatives were rather critical of 
certain .aspects of the Bank staff proposal in earlier meetings, though they 
did not oppose Supplementary Finance as such. In ~he present Administration 
further consideration has been given to the matter, and a favorable decision 
in principle appears to have been reached on a discretionary scheme at 
high levels in the Government. This impression would seem to be confirmed 
by my conversation with Emmett Rice. 

There is, however, one important concern for us; this should' be the 
concern of governments too -- the impact of Supplementary Finance on the 
availability of resources for IDA, especially through the Third Replenishment. 
We, on our part, in the discussions on Supplementary Finance, have consistently 
stated since 1965 that ' resources for Supplementary Finance should be additional 
to basic development finance. The Resolution adopted by the TDB specifically 
draws our attention to the yiew of the IGG that it would be of little value 
merely to divert available resources from basic development finance. Some 
donor country representatives, e.g. Canada, have referred to Supplementary 
Finance in the context of an expanded IDA. Most governments seem to be aware 
of the problem. The u.s. in particular appears to be of the view that the 
total resources for IDA replenishment ·and Supplementary Finance together would 
be larger than what otherwise would be for IDA purposes only. Supplementary 
Finance, instead of inhibiting IDA replenishment may, in fact, ~ecome a means 
of obtaining larger funds for IDA. In any case no deadline has been set for 
the Bank1 s work and it is therefore within our power to handle the matter in 
such a way as to maximize the favorable effect of Supplementary Finance on the 
total volume of resources ' to be administered by IDA. 

I believe that the u.s. and the other donor countries, as well as the 
LDCs,;~~~d to refer the matter to the Bank have done so with a posl~lve 
attitude. However, I do not wish to leave the impression that the U.S. has 
decided at this stage to put money into Supplementary Finance. More work 
within the Bank on the specifics of a sche~e will be needed before such a 
decision can be taken by the u.s. or any otner donor. 

I cannot, of course~ predict wha~ the U.S. attitude will be if a.."1.d when 
we have articulated a scheme requiring more money and it is ~hen examined 
under a microscope by members of the Cabinet and perhaps even the President 
himself . 



September 25 1969 

Mr. Sarma. : 

Mr. Friedman said to type up these notes for you and to tell you t .hat 
he needed the drafts by early afternoon todQ¥o 

1. Is there an actual report; either verbatim or summary or other kind where 
the views ot delegates are recorded, that could be appended to this memorandum? 
If not, then I think this should be clearly indicated in the covering report 
and some indication should be made of what your own personal recollection is, 
having attended these meetings. 

2o I note that in your memorandum as well as in the resolution, there are 
such phrases as "where arrangements for supplementary finance can be worked 
out (draft resolution)" and "if' appropriate" (presumably in the final text of 
the resolution) and that your memorandum reports that the u.s. member felt that 
in his view "it the decision was to implement; ete." Do all these qualifications 
indicate that the U.S. was really saying that it wasn't agreeing to anything in 
substance but rather to the procedure of having the proposal transferred from 
the UNCTAD to the Bank? Even your reporting of the u.s. views on Canada is that 
they were "useful" could be pursued further and couldn't this be taken as 
diplomatic Jargon to reflect a noncommittal• if' not a hostile position, when 
expressed to a friendly country? 

Irving s. Friedman 



September 24 1969 

Mro Sarma 

List issues to be discussed or questions .t,.._ . ~er: 
(a) 
(b) 
(c) 
(d) 
(e) 

(f) 

(g) 

ct-J 
ctJ 

(j) 

definition of export shortfall 
what countries qualify for supplementary finance assistance? 
how significant is the problem? 
amount of assistance -- eog. entire shortfall or part - if part, how much? 
preconditions for assistance -- e.g. an understanding on economic 

performance, performance ~t time of shortfall, internal measures 
to cope with shortfall 1 ~1~ 

how administered -- eog. as separate scheme or as policy of World 
Bank Group? 

how financed additions - (how to assure "additionality"? 
possible new sources for this 1al purpose -- eogo special 
supplementary contribution, relation to SDR creation aside from 
organic links, { c. 

content of performance criteria or "policy package"? 

size of additional funds to be requested; what happens if not used; 
what happens if Ra~-~sea ~ficient, etc. 

relations with IMF - qy ~ betwee~~uestions 
already thoroughly explored and widespread agreement Sf ~ those 
explored and still open an~~hose not explored~ 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

OF"F"ICE OF" THE PRESIDENT 

INTERNATIONAL FINANCE 
CORPORATION 

September 2 1969 

l.. One pap r discuss it iasues - or ser1 a ot action 
papers1 

2. e a nars or eti 
ttee (chair d by 



September 24 1969 

Mr . Sarma 

1 . List issues to be discussed or questions ___________ paper: 

(a) definition of export shortfall 
(b} what countries qualify :for supplementary finance assistance? 
( c ) how significant is the problem? 
(d) amount of assistance -- eo g. entire shortfall or part - if part, how much? 
(e) pr econditions for assistance -- e . g. an understanding on economic 

performance , performance at time ot shortfall. internal measures 
to cope with shortfall 

(f) how administered - - e . g. as separate scheme or as policy of World 
Bank Group? 

(g) how financed additions - IDA , World Bank (how to assure "additionalit.y"? 
possible new sources for this special purpose - - e . g. special 
supplementary contribution, rel ation to SDR creation aside ~ 
organic links , etc. 

content ot performance criteria or "policy package"? 

size ot additional fUnds to be requested; what happens if not used; 
what happens if R~-Q&ea inefficient , etc . 

relations with IMF - between questions 
already thoroughly explored and widespread agreement -- and those 
explored and still open and those not explored. 
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Irving S. Friedman 

Supplementary Finance: Work Schedule 

At the Ninth Session of the Trade and Development Board,~-rlP ~ / 
a consensus resolution was adopted on supplementary finance, virtually r' 
unanimously - i . e . it was supported by most donor countries and all J 
less-developed countries . By this Resolution, the Board agrees with • 
the conclusions of the Inter-Governmental Grou and requests the IBRD 
o consl Vf61"k1:ng dut ~supp emen"'t;a"1'yrlnaricing arrangements, on the basis 

of the conclusions of IGG, and, if appropriate, to consider introducing 
them. Attention is drawn specifically to the view of the IGG that it 
would be of little value merely to divert available resources from basic 
development finance for this purpose. 

By this decision, most governments - donor and beneficiary -
have reaffirmed: i) the basic objective of supplementary finance, i . e . 
helping a country facing adverse movements in export earnings to avoid 
disruption of its development program; ii) that such a scheme be formu­
lated and administered by the World Bank Group, in consultation with the 
Fund; iii) that, in administering the scheme, account be taken of a 
country ' s development plan, including its targets . While it is not 
categorically stated, the general view emerged that financial resources 
for S.F . should be considered in terms of additions to basic development 
fd.nance . ~ . ~ 

Essentially, tne scne"fife env 
l' discretionary . ~ I~~·~~~~~~~~~~~~~~~~~~~~ 
7 staffJ.i;g +gg wgjp rO Sf&8tS . n.G-"8~~'8¥ 
r policy understandings are req~i1ei fsw iaii Li wl ., .... joe . The request 

to the Bank is also so worded as to leave considerable discretion to the 
Bank in formulating a scheme, in exploring ways of obtaining resources 
for the purpose, and in administering it . The Bank is only to forward 
progress reports from time to time to the Trade and Development Board for 
its information. No time lim:i,:t;.A:S SEi't'. -·· \ 

At the same tim!S'~rec~ndatio~~f IGG, which is fully \ 
endorsed in the decision of t~t-soard, also states : "It can be expected 
that on the basis of the experience gained in the operation of supplementary 
finance appropriate obj ective criteria will be developed so as to provide 
reasonable assurance of help to protect a. country ' s development plan or 
programme against the effects of export shortfalls . " I~ m g 1 , , ed 
~~is was the essence of the Bank staff pr oposal . Ther e is also a 
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reference in the IGG recommendation to understandings with mem 
but it is indicated that they should be no different from those 
obtain in the relationships between the Bank and member countri 

The first step for the Bank, then, is to work out an 
a scheme on the lines indicated above, for consideration by the :ee> tive 
Directors . This outline, on the basis of the discussions that h ~e taken 
place so far on the subject, and in the light of the TDB decisio ,, would 
point up the main issues for consideration, so that a :preliminary view could 
be taken by the Board. As the main issues would have to be :posed with great 
care from the very beginning, and as consultations with the IMF a e required, 
the pa~er could be got ready for circulation in approximately thr e months. 

A fully elaborated scheme can only emerge after some ti 
is because it would require detailed consideration in the Bank, es 
by the Bank ' s Executive Board. It would also require consultation 
some of the(donor) governments which have favoured a discretionary 
especially Germany, USA and Canada. Tentatively, June 1970 would s 
realistic deadline for completing this part of the work. 

The expectation of several governments, it appears, is 
might take between one and two years for a S. F . scheme to be actual 
plemented. In fact, a proposal that was seriously considered at one 
was to request the Bank to furnish the first progress report to the 
Session of TDB - i . e . by August 1970. 

This 

t it 
im­

stage 
enth 

During the IGG session in June-July 1969, and later in th TDB 
discussions, specific references were made by some representatives t IDA 
replenishment and S. F . Canada has taken the view that "there is mer·t in 
integrating the S. F . facility into an expanded IDA" . Several donor 
are evidently thinking on the same lines . Accordingly, it might be 
for the Bank to consider S.F . in the context of the time table and 
it proposes for negotiations leading to the Third Replenishment of 
would help to maintain the 11 additionalityn of funds for S. F. The ctual com­
mitment of resources by governments · for S. F . can, however, be mad~ after IDA 
replenishment has been accomplished. A separate memorandum on this matter 
will be available in about two weeks. 

Mr. N. A. Sarma has been closely associated with the various 
stages of the discussions on S.F, including especially the final session 
of IGG in June -July and the TDB session just concluded. He has attended 
several of the meetings with me, or by himself . His term with the Bank 
expires at the end of this month; at my request, he is staying on until 
October 15, for some of the immediate work . He then returns to the Reserve 
Bank of India. ~ 

_.,........---.. ------.._______ /"""" 
.,....--"" ---- ----·-"" ------·--·-----

1 
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The question now arises of getting together a small staff team 
for undertaking the continuing work. I have in mind the following persons: 
Prof. Isaiah Frank (who will be in charge of the teamw; Jo Vl. Saxe (who 
would provide the link with IDA replenishment work); r . • M. Sundrnm 
(who was also generally associated vrith our earlier stu es OilS . :F . ); 
Mr . Hans Otto Schmitt; and Mr. James J . McGibbon (mainly for statistical 
work) . It would be useful to associate a staff member from the Fund 
(perhaps, Mr . Rudolf R. Rhomberg) from a very early stage of the work . 
Later, when the stage comes for finalizing the scheme and negotiating 
with governments for funds, we may obtain one or two persons from outside, 
as consultants for a few months . 
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At the inth Session or the Trad and Development Board, 
a consensus resolution adopted suppl entary finan , virtually 
unanimously - i . e. it va pported by st donor countries d ell. 
leas-d lop d countries. By this Resolution, tb Board agrees with 
the conclusions or t Inter-Gove tal Group, e ueat IBRD 
to consider working out supple ntary fin ci arrang ents, on the basis 
of t con lu ions of IGG, end, if' propriate, to c id r introducing 
th Att ntion is drawn p ifically to the view of t IGG that it 
would be of 11 ttle value rely to divert availabl re urces fro basic 
development. r1 ce for this purpose. 

By this decisio 1 mo t e nts - do or beneficiary -
haTe reafti d: 1) tb basic objectiv of supple t.ary finance, i.e . 
llel 1ng a co try facing ad r ents in export earning to avoid 
di l"Uption of its development pro ; 11) that au h a ache be formu-
l& and administered by the World an.k. Group, in consultation with th 
Fund; iii) t :t, in administer the cheme, count b taken of a 
country' devel ent plan, i:ueluding its targets . While it is not 
ca: gorical.l.y stated, tb g ral i erged that fins:D.cial resources 
for s. • should be considered in te of additions basic development 
f ce. 

entially, th chem.e nvisaged in t bove d ciaion is 
cretionary. It differs fro t ne elaborated e lier by the Bank 

s t main respects: no prior export projections or explicit 
policy underst ding are requir ror individual c tries. The reque t 
to e Bank is also so worded as to leave considerable discretion to the 
B in formulating a sche1:1e 1 in xploring ways ot obt-aining r ources 
to the purpo , end in admini terin,g it. The B is only to forward 
progress reports fro time to tim o the Trade elopm.ent Board for 
it in.f'ormation. o t limit 1 t. 

At tb a e ti 1 reco endat1on of IGG, which iB fully 
endor ed in the d cision of the Board, al states: "It can be expected 
t t on t b sis of the exper1 e ed in the operati of supple ntary 
finance appropriate obj et1ve criteri will be d T loped so as to provide 
re sonabl as sur ce of help to protect a coWl try ' s development pl or 
pro e against the ef'tects of export shortfalls . • It may be recalled 
t :t th1a w the essence of the B staff' propos There is also a 
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The expectation ot a~reJ~ 
take between on and. t y ar tor a s.F. 
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The question now arises of getting toget er a small staff team 
tor undertaking the continuing work. I have in mind. the following persona: 
Prof. I aiah Frank (who will be in charge of he te · ); Jo • Saxe (who 
would provide the link with IDA replenishment rk); • R. M. Sundrum 
(who was also generally associated with our earlier studies on S. F .) ; 
Mr. Hans Otto Schmitt; and • Je:o.es J. McGibbon ( ainl.y for statistical 
work). It would be use:t'ul to associate a sta.t:r e f'ro:n the Fund 
(per \PS1 Mr. Rudolt R. Rho berg) from a very early stage of the work. 
Later, when the stage comes for :finalizing the sche e and negotiating 
with governments tor funds, we m.8\Y' obtain one or t";ro persons :trom outside, 
as consultants tor a few nths. 



NACIONES UNIDAS NATIONS U N I E S 
COMISION ECONOMICA PARA AMERICA LATINA COMMISSION ECONOMIQUE POUR L'AMERIQUE LATINE 

UNITED NATIONS 
ECONOMIC COMMISSION FOR LATIN AMERICA 

Federal Bar Building West, Room 450 

1819 H Street, N.W. 

Washington, D.C. 20006 CABLE: ECLAWASH 

Telephone: 296.0822 

September 18, 1969 

My dear Irving, 

Many thanks for your kind letter dated September 15 that 
I had the pleasure of finding on my return. Precisely yester­
day I saw Sidney Dell in New York, who showed me the resolution. 
He was very positive about it and I fully share hi s satisfaction . 

Now you are sending me generous words about my role . My 
dear Irving, it is you who deserves the high praise for your 
outstanding contribution and the tenacity with which you were 
defending your ideas. Obviously you and I would desire to see 
the emergence of a scheme following the main lines of the 
original conception of the Bank. But I consider t hat this 
resolution is a good one and allows the Bank to start effectively 
in this matter. I am sure that you will do your best to assure 
the success of this operation . 

With warmest regards, 

Mr Irving S. Friedman 
President, 
International Development 

Assoc iation 
Washington, D. C. 

Yours sincerely, 

~ .,.. A- -c,..-.,----7 
Raul Prebisch . 
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SUBJECT: Trade and Development Board - Ninth Session 

I believe you will be interested in the attached report prepared 

by Mro Sarma. 

cc: President's Council 
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Trade and Develou~ent Board, ·Nin~h Session 
(Geneva : August 26 - September 12, 1969) 

Supplementary Finance 

l. At the Ninth Session of TDB , a consensus resolution vias 
adopted on supplementary finance, virtually unanimously - i.e. supported 
by most donor countries and all less-developed countries . By this 
Resolutj_on, the Board agrees ivith the conclusions of the Inter-Governmental 
Group, and re~uests the I BRD to consider working out supplementary financing 
arrangenents, on the basis of the conclusions of IGG , and, if appropriate, 
to consider introducing 'Chern. Attention is d;raiVn specifically to the vie'lv 
of t he IGG that it would be of little value merely to divert available 
resources from basic development fin~nce for this purpose . 

2. It will be recalled. that the Inter-Governmental Group on 
S.F., at its Fifth Session in Nevr York during J une 23 - July 3, 1969, 
adopted a report and for'tlarded its conclusions to the Trade and Development 
Board to be taken account of in its further consider~tion of Supplementary 
Financial Heasures, pursuant to decision 30 (II) of UNCTAD I I. (Please see 
my report, SeeM 69 - 390, dated July 25, circulated to the Executjve Directors 
and others) . 

3· In his statement to the Board on August 27 , the Secretary ­
General of UNCTAD indicated that it vrould be appropriate at this session 
of the Board to forvrard the conclusions of IGG to the H•Jrld Bank, "inviting 
it to consider the adoption of measures within the :i:'ramevrork of the principles 
that were agreed" . I n the general debate on the f.nbstanti ve a(;enda i terns 
that follm.red, several del egations supported this v'2.evr . (Please see swnmary 
r ecord of these observations attached hereto .) 

lJ.. I n the informal consultations that foJ.loved , it would appear 
Brazil voiced certain mis~;ivings , ~nainly tnat the IGG Report had not 
elaborated a scheme and, therefore, it w'Ould be useful first to see what 
sche:!1e 'tlould finally e .uerge . In the 1 B 1 Group ( i.e . developed market 
economy countries ), France and Au.;tralia 'o'i'Ould see;:J. to have maintained 
t heir :knmm reservations . On September 9, two separate clra.fts were avail ­
able - one from the developing countries and the other fro:n the 1 B 1 Group . 
I n substance they were similar ; the differences related to the manner o f 
r eferring to i mplementation , additionality of r esources; and progress r eports 
to TDB. These drafts were not circulated, but were referred to a contact 
group so that a consensus could be worked out. 
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5. F i nally , on September 12, a draft r esolution was submitted 
by t he President of the Board, and ·Has approved by a roll call vote: 
43 for, none against , and 7 abstentions . funong the developed market 
economy cow1tries , only France and Belgium abstaj_n.ed . All the other 
countries of Group ' B ', all developing countries , Yugoslavia and Rumania 
voted in favour. The other ' D' Group (Socialist) countries abstained . 
A SUi1Jmary record of the r emarks and reservations made by some delegations 
is at-cached hereto . It may be noted that no reservations were made by U.K., 
the USA , Germany , the Netherlai'1ds, Canada, Italy, S'iveden and Switzerland. 

6. The text of the Resolution follovs: 

The Trade and Develop:nent Board, 

Recalling decision 30 (II) of the second Conferenc~ on supplementary 
financial measures , 

'l'aking note of the report of the Inter-Governmental Group on Supple­
mentary Financing on its fifth session (TD/B/ 26o) , 

Reaffirming t he objective set out in recommendation A.IV.l8 of the 
first Conference and the objective laid dmm in decision 30(II ) of the 
second Conference , 

Recognizing that disruption to development prograr..,.rnes can arise 
from adverse movements in export proceeds ( including, in appropriate cases, 
invisible exports) which prove to be of a nature or duration which c annot 
adeq_ua"..:.ely be dealt with by short-term balance of payrnents support , 

Agreeing with t he Conclusions of the I nter -Governmental Group hereto 
annexed , 

l. Invites the competent organs of the InternationaJ_ Bank f or Recon­
struction and Development, on t,he basis of the Conclusions of the I nter ­
Govern..rnental Group and of the viei·TS expressed at the ninth session of the 
Trade and Development Board , taJ~ing into consideration the special needs 
of the least develo.9ed countries as contained in resolution 24 (II) of ti.1e 
Second Conference , to consider vor};.ing out arrange":1ents for supplementary 
finance and. , if appropriate, -co consider introducing the~11 . 

2 . Invites further the Interne.U.onal Bank for Reconstruction aJld 
Develop:nent to ma.i-:e availablE; fro::1 time to time to the Trade and Develop­
ment Board through the Secretary-General of UNCTAD reports on the extent 
of the progress made on the su.bjecc matter referred to in the preceding 
paragraph . 



- 3 -

3· Invites the I nternational Bank for Reconstruction and Development 
vrhen considering arrangements for discretionary supplementary financial 
measures on the basis of the Conclusions of the Inter-GoYernmental Group 
to give attention to paragraph (Y) of ~hose Conclusions. -

See Annex A 
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fllTl\fi~X A 

( i ) Arrangements for suppleraentary finance can be designed to help 
meet the problem of disruption of development a.I'ising from 
adverse movenents in the export proceeds of developing cou_n.tries . 

. ( ii ) 

(Hi ) 

Supplementary finoncia.l meo..sures should be ad:-J.inj_stered within 
the \·iorld B3.!lk Group in consul tat ton vrJ. th the International 
Monetary F'und . 

In the operation of any supplementary financial measures 
discretion should be left to the Agency so as to ensure the 
best possible adaptation to the merits and needs of each case 
in Ineeting the objectives expressed in paragraph 2 of decision 30 ( II). 
It can be expected that on the basis of the,experience gained in 
the operat:i.on of supplementary financial measu:r:es appropriate 
objective criteria. will be developed so as to provide reasonable 
assurance of help to protect a cou_Yltry' s development plan or 
progr8111.:te aga:i.nst the effects of export shortfalls . The Agency 
vrould take into account the development plan, including its 
targets , a..'1d all information releve..nt to the object:ives of 
supplementary financial measures. 

( iv ) Any understandinGs involved in the operation of suppleiL.entary 
fin<mcial measures should be no different in character from those 
which no1r arise in the relationships bet1v-een the Bank and member 
countries . 

(v ) It is the general consensus of the Group that it vrould be of 
l ittle value merely to divert available resources from ba.sic 
development finance for the purpose of supplementary financing . 
The cost of a discretionary scheme cmmot be estimated pending 
t he preparation of a schene . 
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Summary Record of Observations by Some Delegations 
on the Resolution on S.F . Adopted. by t he J:?.oard 

(September 12, 1969) 

Cannot agree with this text for two main reasons : 

1) true solution lies in organization of trade conditions , 
and stabilization of commodity prices ; 

2) according to ill!CTAD II Resolution, the q_uestion of S.F . 
should have been considered in the lignt of the commodity 
studies prepared by IBRD and Fund ; this hiJ.s not been done . 

Austral:i.a : 

He support the Resolution, but vri th reservations as before: 
the Resolution makes no reference to the role that co:nm.odity agreements 
can play a...nd to the proposals of Ban~ and Fund i n this regard . 

Obj ection is not to the oojectives sought, but to the approach : 
no r.tention is made of the lj_nk bet1.,reen S . F . and ccrrmod.ity agreements . 

J apan: 

Particularly happy in expressing our ae;reement; ¥.re were one of 
the co-sponsors of 1 B 1 Group draft . Operati·,·e para. 3 (resources ) should 
not impede I BRD to take its mm. decisj.ons in this regard . 

Uganda (on behalf of LDC 1 s ): 

Hopes t hat those countries 1rhich have expressed reservations 
would join the scheme finally. 

Nel-l Zealand: 

In sup:r;or ting the Resolution , endorses the remarks of Austi·alia . 
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Brazil : 

Some doubts remain as to the extent to '1-rfl.ich a discretionary 
scheme 'ti'Ould meet the objectives of' S . F . , especially in regard to 
r easonable assurance of assistance . We hope these ap:prehensions 
vrould be allayed by the scheme 'i·Then actuall'y worked out . Additionality 
of resources is stressed. 

India : 

Recalls her earlier statement about additionality of resources 
for S . F . 

Spain : 

Shortfalls in earnings from invisibles should a.lso be taken 
into account. 

Sveclen ( speaking for all Nordic cow1trie s ) : 

Expresses pleasure at adoption of this Resol~tion, which repre­
sented a landmark for lJNCTAD . 

Poland: 

The position of 'D' Group remajns unchanged (abstain) . 
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Trade a..YJ.d Development Board, Ninth Session 
Geneva, Au~~st7September 1969 

Observations made by Government Representatives on Supplementary 
Financing in their General Statements at Plenary Sessions 

Brazil 

The discretionary scheme now proposed by the IGG does not meet the 
objectives of the UNCTAD resolutions on supplementary finance. 

Uganda (spokesman for the Group of 77) 

We would appreciate the early and practical implementation of a dis­
cretionary scheme. No further studies are needed. 

Australia 

We note >·Ji th interest the vietJS expressed by the Secretary-General on 
the subject. It would be useful now to remit this matter to the Bank for 
its consideration. 

Yugoslavia 

1-Je regret that it was not possible to reach an agreement in the IGG 
on the basis of the Bank staff scheme. We appreciate the work of the IGG 
and we propose that further steps be taken nmv to implement a scheme of 
supplementary fina11ce by referring it to the lvorld Bank at this session. 

Indonesia 

A scheme of supplementary finance should be put into operation with 
little delay. 

Chile 

We a.re prepared to accept the IGG conclusions as providing the basis 
for working out a supplementary finaYJ.ce scheme. We <Jould like to kno<J at 
this stage what degree of support the developed countries are pr€pa.red to 
extend to a discretionary scheme as proposed in the IGG report. If their 
position is not clarified at this session of the Board, we, like several 
other LDCs, would have to go back to a more automatic scheme. 

Philippines 

We endorse the suggestions of the Secretary-General with respect to 
supplementary finance. 
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SvJi tzerland 

Our interest in supplementary finance has been a continuing one. We 
take note of the IGG report and would support any procedures which would 
give a concrete shape to this new initiative in the field of international 
development fin ance . 

Ne"<J Zealand 

We note the report of the IGG. We do not oppose a scheme of supple­
mentary finance, but its implementation should not divert attention from 
commodity agreements. 

Denmark (on behalf of all Nordic countries) 

We have always considered supplementary finance a useful way of assist­
ing countries to protect their development programmes against export shortfalls. 
The emphasis placed by the Secretary-General on·this matter is appropriate. 
Ji'ollm-ving the report of the IGG, the momentum should be maintained and steps 
should now be taken to i-Jork out a scheme of supplementary finance. 

United Kingdom 

The United Kingdom Government is pleased at the agreement reached in 
the IntergoverTh~ental Group. 

Netherlands 

It is the vievl of the Netherlands Governnent that the agreement reached 
in the Intergovernmental Group on supplementary finance is most vJelcome. It 
should now be transmitted to the Horlcl Bank Group for i :-r.plementation. 

Canada (the remarks of the Canadian Representative ·vrere confined to t'tl'O 
specific topics: Preferences and Supplementary Finance) 

We are gratified at the report of the IGG and the results that were 
achieved in IGG. There "Was enough support for supplementary fina..'1ce from 
both developed and developing countries. In our vie.-1, a discretionary scheme 
on the lines suggested in the IC~ report can safeguard the development pro­
grmmnes of countries. There is merit in integrating supplementary finance 
facility into an expanded. ]J)A. Accordingly, the implementation of supple­
mentary finance cannot be independent of ]J)A replenishment. In our vieu, it 
is now appropr~ate to invitA the World Bank to prepare a scheme on the lines 
reco~~ended in the IGG report. 

Guatemala 

Supplementary finance is absolutely essential for the IJ)Cs, but we 
doubt whether the developed countries have the will to provide the necessary 
resources for it. We would p~efer to revert to the original proposal of the 
Bank staff. 
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United States of America 

The Board 'I<JOuld be asked to act on the IGG report. It v1as an achieve­
ment for the Intergovernmental Group to obtain a consensus in this complicated 
matter. 

?1exico 

A scheme of supplementary finance shoulq be implemented right from the 
beginning of the second development decade. 

Venezuela 

He trust that it would be possible, with the assistance of the developed 
countries, to evolve a discretionary scheme which would implement the objec­
tives of UNCTAD resolutions on supplementary finance . 

India 

V.le support the proposal to invite the Y.lorld Bank to· implement a scheme 
of supplementary finance , but, in our view, the resources for supplementary 
finance must be additional. 

United Arab Republic 

The report of the Intergovernmental Group on supplementary finance is 
a step forward and we urge IBRD to put this scheme into effect at an early 
date. 

Nigeria 

On the basis of a compromise , a practical scheme must be worked out, 
that vrill start functioning in a year or two. 

Gabon 

Hopes for early implementation of SF. 
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Mr. Robert So McNamara 'September 16 1969 

Irving s . Friedman 

Trade and Develop~ent Board - Ninth Session 

I believe you will be intere.sted in the attached report prepared 

by Mro Sarma. 

cc: President's Council 

- ! 



PERSONAL 

DECLASSIFIED 

2 B 2013 
WBG ARCHIVES 

September 15 1969 

Dear R11.ul, 

I have just been infor.med ot a~t1on 
taken by the Trade and Development Board 
adoptin~ the resolution on Supplementary 
Finance. 

I would like to express my personal 
appreciation on your role in discussions 
in previous years on this matte;, without 
which we would not have reached this hope­
ful stage. 

With warmest regards• 

Sincerely, 

Irvine s. Friedcan 

Dr. Ha.uJ, Prebisch 
Inter-American Development Bank 
Room 512 
Annex A 
1701 PennsylYa.nia Ave, N.W. 
Washington D.C. 



September 15 1969 

I have just rea/i t11e cable ndd.ressed to 
Hr. Hclia.t'lara. from Hr. Pe-rez Guerrero on 
supulem.entary :r:.nance. I would like to 
record m.,y '.fl\l"fll ar>IJr€"ciation f'or you.r help 
and role you enacted in bringing these dis­
cussion3 to this :1ope:f1u sta.,ge . 

Mr . n . A. SP.rma. 
IBRD 
Washington D. C. 

Irving s. Friedman 



DECLAssiFIED 
NAR 2 B 2013 

WBG ARCHIVEs 

PERSONAL & CONFIDENTIAL 

My dear f..fanuel. 

September 15 1969 

I was pleased to receive this l~rning your 
cable to t-1!- . H:c!~ama.re., and also to get a first­
hand :raport from f:ia.nna on the meeting of the 
Trade and Development Board . 

I am personally most gratified to see tr.is 
outcorfle of our vmrk an<l knou from Sarma how 
iQportant a :part ~rou played. in achievinG th:ts 
e~reeroent. I believP it could represent an im­
portant step fonrard and do 1-iish '.;o e:<..'"Press my 
appreciation tor your leaderQhip in this !'latter 
and believe it is a demonstration that the Trade 
and Development Doard can play a constructive 
ro1e on important issues in achieving agreement 
among the many diversified countries concerned. 

Hope to see you soon . 

\iith warmest regards, 

l-'!r . Nan>J.el Pere z.-GuB:tre:o:-o 
Secreta~t-General 
United nations Conferenc~ or. 

Tre.u.e I:Wd Develo-pment 
?alais des-Nations 
1211 
-.r.;n~ve. 10 S\¥iij.Zf'l:r:~n.nd 

Sincerely. 

Irving s. Friedman 

II 



FORM No. 57 

TO: 

FROM : 

SUBJECT: 

INTERNA TI ONAL DE VEL OPMENT I IN TE RNATIONAL BANK FOR 
ASSOC IA TION RE CONST RUCT ION AND DEVE LOPMENT 

I NTERNAT IONA L FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
DATE: ptember 151 1969 

• A. Sarma 

(Geneva: August -

1. At the llinth ssio o~ TDB, a consen us resol tion vas 
pted on supple entary t , virtually un l.y - i . e . supported 

b;y st donor countries all le a-developed co tri a. By this 
oluti , t Board qreea with t conclusion t th Inter-Governmental 

Group, requests the IBRD to i er working auppl enter)' financing 
a.rrang ta, on tb basis of t lusions ot IGG, 1 it appropriate, 
to consider introducing t • A tion ia dr lfD. itical.ly to the vi v 
ot th IGG that 1 t would be or ll tle alue rely to di rt a: ailable 

aou.rcea tr basic developnen tinance tor thi purpo e . 

2. It vill be rec 1 t the Inter tal Group on 
• • , at its Fifth Session in I ork duriDg J 23 .. July 3, 1969, 

pted a r port and torvarde 1 t conclusions to Trade and Develo nt 
to be taken account ot in it turt er con ratio ot SUpplementary 

cial. euures, pur t to cision '$) (II) of CTAD II . (Please s 
69-390 1 dated July 251 circulated to t ecutive Directors 

'Z7, t Secretary­
late at thi session 

he rld Bank, .. inviting 
~ work o~ th principle 

ebate on the bat ti e agenda items 
:pported this viev. (Please see summary 

""""·--- hereto . ) 
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5· Finally, on Sept ber 121 a draft resolution was submitted 
by t President of the Board, end was approved by a roll call vote: 
4 3 for 1 none agains-t 1 and 7 abstention • Among the developed market 
econo.uy countrie , only France Belgium abstained. All the other 
countries of Group ' B' , e.ll. developing countries, Yugos1avia and Rumania 
voted in favour . Th other 'D' Group (Socialist) countries abstained. 
A summary record of the re ks reservations e by delegations 
is attached b reto. It m!Q' be ooted that no reservations were ade by the U. K., 
the USA, Germany, th Netherlands, Canada, ~taly, Sweden and Switzerland. 

6. The text of the Re lution follows: 

The Trade and Development Board, 

Recalling deci ion 30(II) of the second Conference on upplementary 
:financial measures, 

Taking note o:t the report of the Iuter-Govern:nenta.l Group on Supple­
entary Financing on its fifth session (TD/B/260), 

Reaffirming the obj ctive set out in reco endation A. IV. l8 of the 
first Conference and the obJective laid down in deci io 30(II) o:t the 
second Conference, 

Recognizing that disruption to development pro es can arise 
fro adverse movement in export roceeds ( including, in appropriate cases, 
invisible exports) which prove to be of a nature or duration which cannot 
adequately be dealt with by short-te~ balance of ents support 1 

4greeiai with the Conclusions of the Inter-Governmental Group hereto 
annexed, 

1. Invites the eompe n of the Internati nal Bank for Recon-
struction and Development, on the b is or the Conclusions or the Inter­
Governmental Group and o:t the views expressed at t ninth session of the 
Trade and Develop ent Board, taking into consideration the special needs 
of the le t developed countries as contained in resolution 24 (II) ot the 
Second Conference, to eon ider working out arr t U2Pl entary 
finance and, it appropr ons er introducing th • 

2 . Invites further the International Bank :tor Reconstruction and 
Development to make :vailable from time to time to the Trade and Devel op­

nt Board through the Secretary-General or UNCT reports on th extent 
of' the progress made on the subject tter referred to in the preceding 
paragraph. 
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II 
3· Xnvi tea the International Bank for Reco:nstrtlc:rtion end Devel.Opment 
when considering arrangements :f'or discretionary supplementary financial 
measures on the basis of the Conclusions of the In.ter-Goverwnenta.l Group 
to give attention to paragraph (v) of' those Conclusions. 

See Annex. A 



{1) 

~ (ii) 

(iii) 

(iv) 

(v) /J 
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Arrangements tor uppl 
· t the problem ot d1 

adverse vements iD tb 

Sup ent&ry t 
the World Bank G 

0 tary Fund. 

A 

:tary ti.nance c be desi ed to help 
ption ~ d velo t arising tro 

rt proceed& ot dev loping countrie • 

hould 

In the operation ot pplementary tin urea 
di cretion hould be lett the Agency so to ensure the 
best. possible adapt :tiOD to the erits llt ed or each case 
i meting the obJectiv s re ed in aph 2 of decision 30(ti). 
It can be expected that on the b 1 of t experience gained 1n 
th operation of suppl tery financial appropriate 
objective criteria ~ll developed so a to provide rea nable 
assurance of help to prot ct a country' d elopment plan or 
pro ainst tb: effects of export ~al.ls. The Agency 
would take into acco t development pl 1 including 1 ts 
targets, and all informati relevant to the o jectives of' 
supplementary fin ial e urea. 

Aiq understandings involved in the opera: of' supplementary 
financial easures should be no ditf'er t in character fro those 
which now ari e in the rel :tionships bet th B · and member 
c untries. 

It is the general co sen of the Group t t it would be of 
little value merely o ci1: ert available urce from b ic 
development finance tor the purpose of' uppl enta.r:r financing. 
The cost of' a di cretiona.:ry ache cannot be est :ted pending 
the preparation or e. sc ,. 



France: 
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Summary Record of Observations by Some Delegations 
on the Resolution on S.F. Adopted by tbe Board 

(Sept ember 12, 1969) 

Cannot 88l"ee with this text for two main reasons: 

l) true solution lies in organization of trade conditions, 
and stabilization of commodity prices; 

2) according to UNCTAD II Resolution, the question o~ S.F . 
should have been considered in the light of the comm.odi ty 
studies prepared by IBIU> and Fundj this bas not been done . 

Australia: 

We support tbe Resolution, but with reservations as before: 
the Resolution makes no reference to the role that commodity agreements 
can p~ snd to the proposa1s of Bank and Fund in this regard. 

Belgium: 

Objection is not to the objectives sought, but to the approach: 
no mention is made of the link between s.F. and commodity agreements . 

Japan: 

Particularly happy in expressing our agreement,; we were one ot 
the co-sponsors of ' B' Group draft . Operative para.. 3 (resources) should 
not impede IBRO to take its own decisions in this regard. 

-.;=de.;;; (on behalf' of' LDC ' s) : 

Hopes that those countries which have expressed reservations 
would join the scheme finally. 

New Zealand: 

In supporting the Resolution, endorses the remarks of Australia. 
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Brazil: 

So doubts remain to t e extent to which a discretionary 
aclletllte would eet the obJeotiv s o S.F., especiel.ly in regard to 
re nabl assurance or assistane • We hope the e ;ppreh nsions 
would be al~ed by the sc ll e.ctua.lly worked. t.. Additionality 
ot reso\U"Ces is stressed. 

In ia: 

Recall her earlier sta 
for S.F. 

Short1'al.ls in earnings f 
into count. 

t out additionel.ity ot resources 

invisibles should also be taken 

eking for all ordio countries): 

resses pleasure at adoption or this Resolution, which repre­
ted a landmark tor UNCTAD. 

T position of 'D ' Group _emains unchanged ( hstain) , 



Brazil 
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Trade and Development Board~ Ninth Sea ion 
Geneva, A~st/Septe er l969 

entary 

The discretionary ache e now proposed by t I does not et the 
objectives of the UNCTAD r solutions on suppl ntary finance. 

Uganda {spokesman for the Group of 77) 

We would appreciate the early and practical imple ent tion of a dis-
cretionary ache o further studies are needed. 

Australia 

We note with interest the views expressed by the Secretary-General on 
the subject. It would be useful now to r it this atter to the Bank for 
its consideration. 

Yugoslavia 

We regret that it was not possible to reach an agre nt in the IGG 
on the basis of the Bank staff scheme. We appreciate the work of the IGO 
and we propose that turtber steps be taken now to impl ent a sch of 
supplementary finance by referring it to the orld Bank at this session. 

Indonesia 

A scheme of supplementary finance should be put into operation with 
little deley-. 

Chile 

we are prepared to accept the IGQ conclusions as providing the b is 
for working out a supple enta.ry finance sch • We would like to lcnow at 
this tage what degree of support the developed countries are prepared to 
extend to a discretionary sche as proposed in the lOG report. It their 
position is not clarified at this session of the Board, we, like several 
other LDCs, would have to go back to a ore auto atic ache 

Philippines 

We endorse the suggestions of the Seoretary-Gen ral with respect to 
supplementary finance. 
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Switzerland 

Our interest in supplementary finance bas been a continuing one. We 
take note of the IGG report and would support any procedures which would 
give a concrete shape to this new initiative in the field of intemational 
development finance. 

New Zealand 

We note the report of the IGG. e do not oppose a scheme of upple-
m.enta.ry finance, but its imple entation should not divert attention from 
oormnodi ty agree enta. 

Denmark (on behalf of all Nordic countries) 

We have always considered supple entary finance a useful way of assist-
ing countries to protect their development programmes against export shortfalls. 
the emphasis placed by the Secretary-General on this atter is appropriate. 
Following the report of the IOO, the entum should be Maintained and steps 
should now be taken to work out a scheme of supplementary finance. 

United Ki!!«dom 

The United Kingdom Government is pleased at the agreement reached in 
the Intergovernmental Group. 

Netherlands 

It is the view ot the etherlands Government that the agreement reached 
in the Intergovermnental Group on supplementary finance is ost welcome. It 
should now be transmitrted to the World Bank Group for i plementation. 

Canada (the remarks of the Canadian Representative were confined to two 
specific topicst Preferences and Supplementary Finmoe) 

We are gratified at the report o£ the IGG and the results that were 
achieved in IOO. There w enough support for supplementary finance fro 
both developed and developing countries. In our view, a discretionary scheme 
on the lines suggested in the IOG report can safeguard the development pro­
grammes of countries. There is merit in integrating supplementary" finance 
facility into an expanded IDA. Accordingl;r, the implementation of supple­
mentary finance cannot be independent or IDA replenishment. In our view, it 
is now appropriate to invite the World Bank to prepare a scheme on the lines 
recommended in th IOG report. 

Guatemala 

Supplementary finance is absolutely essential for the LDCs, but we 
doubt whether the developed countries have the will to provide the necessary 
resources for it. We would prefer to revert to the original proposal of the 
Bank starr. 
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United States of America 

The Board would be asked to act on t IGG report. It w an chieve-
nt for the Intergovel'Dlllental Group to obtain consensus in this c pli cated 

atter. 

exico 

A scheme of supple entary finance should be impl nted right fr the 
beginning of the second development decade. 

Venezuela 

We trust that it would be possible 1 wi tb the assistance ot tb developed 
countries, to evolve a discretion ry sch which uld iruple nt t e obj e-
tives of UNCTAD resolution on supplementary finance. 

India 

e support the proposal to invite the World ank to imple ent a sch e 
of supple entary finance, but, in our view, the resources for suppl entary 
finance us t be a.ddi tional. 

~nited Arab Republic 

The report of the Intergovernmental Group on suppl entary finance is 
a step forward and we urge IBRD to put this sehe into effect at an early 
date. 

Nigeria 

On the baBis ot a compromise, practical ache must be worked out, 
that will start functioning in a year or two. 

Gabon 

Hopes for early imple entation of SF. 



FoRM No. 58 

TO: 

FROM : 

SUBJECT: 

-
INTERNAT IONAL DEVELOPMENT 

ASSOCIAT I ON 
IN TERNATIONAL BANK FOR 

RECONSTRUCT ION AND DEVELOPMENT 
INTERNATI ON AL F INANCE 

CORPORATION 

OFFICE MEMORANDUM 
Mr. Irving S. Friedman 

Andrew M. Kamarck ~ 

Attached Letter from Mr. Sarma 

Attached is a letter from Sarma. 
a copy of this through Mr. Consolo. Mr. 
would be useful to circulate this to the 

DATE: September 12, 1969 

Mr. Demuth has received 
Demuth thought that it 
President and President's 

Council as indicating that there are a number of countries that are 
pushing for supplementary finance. 

Attachment 



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
Cahle Address -INTBAFRAD 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
Cable Address -INDEVAS 

1818 H Street, N.W., Washington, D . C. 20433, U.S.A. 

Area Code 202 • Telephone- EXecutive 3-6360 

Geneva, 3 September 1969 

Dear Mr. Kamarck, 

I enclose a summary record of the observations made by 
government representatives on supplementar,y financing in their general 
statements at plenar,y sessions on August 27 to · September 2. 

Regards. 

Sincerely, 

N. A. Sarma 

Mr . A. M. Kamarck, 
Director, Economic Department, 
International Bank for Reconstruction 

and Development, 
1818 H Street NW, 
Washington DC 20433. 

...,. .... ..... 
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Geneva, 3 September 1969 

Trade and Development Board, Ninth Session 
Geneva, August/September 1969 

Observations made by Government Representatives on Supplementary 
Financing in their General Statements at Plenary Sessions on 

Augu.st 27 to.. September 2, 1969 

In his statement to the Board, the Secretary-General of UNCTAD himself 
drew attention to the Intergovernmental Group report on supplementary 
finance. He thought it would seem ap~ropriate that the conclusions of the 
Group might be transmitted to the World Bank, inviting it to consider the 
adoption of measures within the framework of the principles that were 
agreed upon by the Group . 

Brazil 

The discretionary scheme now proposed by the IGG does not meet the 
objectives of the UNCTAD resolutions on supplementary finance. 

Uganda (spokesman for the Group of 77) 

We would appreciate the early and practical implementation of a 
discretionary scheme. No further studies are needed. 

Australia 

We note with interest the views expressed by the Secretary-General 
on the subject. It would be useful now to remit this matter to the Bank 
for its consideration. 

Yugoslavia 

We regret that it was not possible to reach an agreement i n the IGG 
on the basis of the Bank staff scheme. We appreciate the work of the IGG 
and we propose that further steps be taken now to implement a scheme of 
supplementary finance by referring it to the World Bank at this session. 

I ndonesia 

A scheme of supplementary f i nance should be put into operation 
with little delay . 
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Chile 

e are prepared. to accept the IOG conclusion rovidi.ng the ba is 
for working out a upplamentary fin~noa che e. e would like to know 
at this stage what de ree of support the v lope~ countries re prepared 
to extend to disoretionar.y ache e .s prono ad in the IGO re ort. If 
their po ition i not clari ie at thi es ion o · the onrd, we, lika 
several other LDCa, would h ve to go b ck to a .ore auto tic che e. 

Philin'Pine 

e endor e the suggestions ~r the :eoret ~j-Gener 1 with re pact to 
eu.ple~ent r,y fin nee. 

Our interest in suppleo ntar,y fin~nce hac be n a continuin one. 
e t ke note ~r the IGO report and would up ort ·ny p ·oc it res which 
ould give a concrete h pe to thi new initi tiva in be f'eld of 

intern tional 1evelopment fin noe. 

We note the l'aport o.f the IOO. We do not "P o e cheme of 
· unplementary fin noe, but ita imrylement tion hould not divert ttention 
from commodity agreements . 

Denmark (on behall' of a 11 loriic countries) 

e have al ·y considered upple entar.y fin nee uueful w y of 
s ·istin countries to protect their develo-·ment prog es against 

export shortfalls. 'l1he empha is ple. ced. by the ~eo:ret ry-G9neml on this 
tter i appropri te. •olloving the report of the IOO, the mo entum 

should be int inei nd ate should now b ta en to work out a eheme 
o up J mentary fin nos. 

United Kingdom 

The United Kingdom Government i rleased at the agreement reached. 
in the IntergcV9l~m~nta1 Group. 

It is the view of the etberl nda Government that the agreement 
roached in the Intergovernmental Group on su_ pl "'m ntary fin nee i most 
welcome. It should now be tr nsmitted to the World Bank Group for 
implementation. 
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Cana (the remar' s of the C n dian Repre entative ere confined to two 
peci!ic topiosa Pre1ereno and uppl nt ry Fi nee) 

t e are gro.ti ie at the re!>ort of the IGC nd the results hat were 
chieved in IOG. The was enough sup ort for suppl men ry fin nee tr 

both develop d nd developing countrie • In our view, iacretio ry 
cheme on the line uggested in the IGG report n s feguard the 

developmen pro as of countries. r ere i merit in integrating 
supplementarJ finance facility into an expanded ID • ccordingly, the 
i ple entation of BU?plementarJr fin nee c nnot b inde en~ent of I . 
repleni hment. In our view, it is now l)_ropri te to invite th World. 
B nk to prepure a scheme en the line en~ in the rar: port. 

Cu 

Suppl mentary 
doubt whethe:;.o the 
re ource tor it. 
the nk st ff. 

finance is absolutely e .. enti 1 or the J.J>Co, but we 
neveloped cotmtries h v t e will· n ·rcride the necessar.y 

. e would prefer to revert to the origin l pr o 1 of 

me rica. 

The Boani would be asked to act on the IOG re:~ort. It waa an 
chievsment for the Inte:;.ogo7ern ent 1 Gr~u_ to obt in a c ~ nsua in this 

complic_ted ~-tter. 

~exico 

cheme of aupple~ent r,y fin nee should e imp1emented right from 
the be ·innin~ o. tho con~ development de e. 

Venezuela 

Ia trust that it would be no i l , w th the ist nee of the 
dev lo~ei countrieo, to evolve a. di cretionary scheme which would i~plement 
the objective of ~~TAD resolutions on aupp ntar.y fin nee. 

india 

le support the :-ro,:>o nl to invite t s ·orld B<lnk to i plement a cheme 
of su plemantar.y finlnca, but, in our vi·w, the reeouroes for suppl~mentary 
fin nee mu t be iditio~l. 

Unite enublic 

The report of the Intergovernm ntal Group on sup le~ent~ry finrnce 
is a tap forward and we u~.e IBRD to put thi a ohame int0 effect at an 
early date. 
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE 
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DUPLICATE 
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United Nations Conference on Trade and Development 

'IR.AiJE AND DEVE IDPl IS:rTT DOARJ 
Ninth session 
Gen.:;va, 26 August 1969 
.!':.gondo. item 6(.:1) 

Sli'PPLI'!ENTARY FII\1ANCIAL l"JEAS"CJR3S 

Distr . 
LH1ITEQ 

'ID/B/L . l90 
12 September 1969 

Orig ino.l : ~NGLISH 

Dro.ft resolution submitted by the President of the Boo.rd 

1no Tro.de o.nd Oovelopment Bo~ITd , 

Roco.lling decision 30(II) of the second Conference on supplemento.ry finonc i al 

meo.sm·os, 

Talcin;!;; note of the report of tho Inter- Governmental Group on Suppl emonto.ry 

}i,imncing on its fifth :::0ssion (TD/B/260), 

Ro~ffirwing tho obj ect ive sot out in r0commondotion A . IV , l8 of tho first Conference 

cmcl. the objective lo.id down in docision 30(II) of th0 second Conference , 

goc o.c;nizing thGt disruption to developm.:mt pro;~rommos can arise from adverse 

novmucnts in export proceeds (including, in appropriL~te cu.sos, invisible exports) Hhich 

provo to be of ~ no.turG or du.ru.tion vJl-J.ich cannot o.doqu.J.tuly be declt ui th by short- term 

bo.lnnce of po.ymcnts SUJYDort, 

j~R'roeing Hith tho Conclusions of tho Int0r-Gov crr1mento.l Group hereto o.nnexea:1f, 

l. Jnvi tos tho competent orgo.ns of the Int orn.:ttiona l Bank for Reconstruction o.nd 

Dcvelopmon-ti, on the bctsis of t!:o Conclusions of the Int er - Governmentc.l Group and of the 

vicus o:x:pr<3ssod ct the ninth session of tho Trnd;:; :1nd Development Board, taki ng into 

consi<lor[·tion tho specic.l n::;ods of tho loost developed countries ns conto.inod in 

rcsohrt.ion 24 (II) of tho second Conference, to consi-lor vJorking out ffi' r o.ngement s for 

strpplomontory fin:mco o.nd , if o.pproprio..to , to consider introducing them . 

2 . Invites further tho Intornotiono.l Bo..nk for Reconstruction nnd Development t o mo.ke 

<:'.vnilablo from time to time to tho Trndo o.nd D evelopmont Board through the Sec:;.~eto.ry­

Generol of UNCT.'ID r8ports on tho extent of the progress lilcde on the subject mntter 

referred to in the preceding p<-ITo.gro.ph . 

1/, Soc Annex A, 

G~ . 69-205 98 



TD/B/L,l90 
po.go 2 

3. Invi tos tho Intorn~ tion~~l Bc,nk for Reconstruction o.nd Dcv0lopmont 1ihon considering 

o.rro.necmonts for discrotion~U'Y supplom--ntc.ry finc~ncio.l mousuros on th-: bo.sis o::' tho 

Conclusions of tho Intor- Govornmontal Group to give Gttontion ta po:rngro.ph (v) of 

thoso Conclusions . 



TD/B/L.l90 
i\..nnox A 

( i) Arro..ngomcnts for supplcncntc.ry fin::cnco cnn be dosigncd to h e lp moot tho 

problem of disruption of dovelopmont ~xising from ndvorso movements i n the 

oxport procoeds of developing countrios . 

( ii) Suppl . .)mcmt·:ry financ inl n<OClsu:rss should be (·.dmini stored within the •Jorld Bo..nk 

Group in consulta.tion ~<Ji th tho Intcrrwtioncl l"'onctm·y Fund . 

(iii) In tho opcrut i on of ;'.ny supplom,:mtm'y fin::cnci['l monsuros discreti on shoul d bo 

L::ft to tho Agency so ns to onsuro tho bGst possible ndnptntion to· tl: . ..! mer i ts 

nnd nC.leds of Jo.ch ca.so in meeting thG ob j octivos o::prassod in p~a.gr~·.ph 2 of 

decision 30(II). It co.n bo oxpoct od th"t on the bnsis of tho experience 

go.inod in tho oporr.tion of supplomentary fino.ncL..:.l moo.suros nppropriato 

objective critcri:J. Fill bo dovolopod so rs to provido r o:'.s ona.blc a.ssurnnco of 

help to protect ,~ country ' s dGv .J lopncJnt plcn or progro.mmo ".go.inst the effocts 

of oxport shortfnlls . Tho Agoncy \·JOuld to.kc; into account tho development 

plon, including its to.rgcts, ~.nd nil information relevant to tho objectives 

of sup:!)lemontcry finr:.nci:.1l m.)nsurcs . 

(iv) .Any undorst::cndings involved in tho onor2.tion of supplomonto.ry fina.nci".l 

moa.sur.:;s should bo no c1iff.Jront in chnrncter from thos.:; which now ~xiso in tho 

relationships botwo;:;n tlB Bo.nl~ :-nd. l':umbor countries . 

(v) It is th·) gonorul consensus of tho Group th:'t it Hould bo of littl(; vo.luLJ m.:;roly 

to divert :::vc.il:J.bl ::; r ·;souTc •-;s from bn.sic dcvolopmont fino.ncc for the purpose of 

SUIJplomonkiTy fin:mcin::; . Th,, cost o:E' o di scroti on"ry schon.:; C['nnot be 
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TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

·OFFICE MEMORANDUM 
Mr. Robert S. McNamara DATE: September 10 1969 

Irving s. Friedman 

Trade and Development Board: Supplementary Finance 

Attached is a letter which just came in from Mr . Sarma which I believe 
you will find of ihterest. 

I find it gratifying that there is this reported widespread support at 
the IDB Meeting that there ought eventually to be a scheme within the frame­
work of the World Bank for supplementary financing, although, of course, it 
is impossible to be certain of the outcome of the TDB Meeting until it is 
concluded this week. It is well understood by all that resources fo r supple­
mentary finance are to be additional to those for basic development financing 
and therefore need not be part of the Third Replenishment exercise. 

I believe that the emphasis placed in some of these comments on a so-called 
"discretionary" scheme as against an "automatic" scheme is an over-emphasis. Our 
scheme was never intended to be automatic. It was designed to be discretionary 
in that no country would be entitled to access to supplementary financing unless 
its over-all development programs and policies had been agreed with the World 
Bank Group. We would have a mechanism for keeping in touch with the country 
concerned so that at the. time for the need of supplementary financing the imple­
mentation of assistance could. be relatively rapid to avoid unnecessary and avoidable 
setbacks in development. Those who have argued for a so-called discretionary 

• scheme have essentially been skeptical whether we would be able to get such 
understandings or be sufficiently in touch with countries concerned that at the 
time of need for supplementary financing we could feel assured that their develop­
ment programs and policies were worthy of support (or were not). Therefore, they 
have argued that a more comprehensive and time-consuming review would, in their 
opinion, be necessary at the time when a country requested assistance under 
supplementary finance. The whole tenor of our Bank work, including the measures 
being taken to schedule m,issions on a longer-term basis and the broadening of our 
economic reports give reason to believe that, at least for a large majority of 
countries, the Bank would be in a position to know at the time of an export short­
fall whether the country should be given assistance under any supplementary 
financing policy. 

Of course, there will be a need for additional work to modify our original 
proposals to take into account the views expressed by governments during the last 
four years of discussions and also the evolution of our own thinking as we have 
gained experience, if there is a decision taken by the Trade and Development Board 
to refer the matter to the World Bank to work out some scheme run by the Bank in 
consultation with the International Monetary Fund as recommended by the Inter­
governmental Group on Supplementary Financing. This has been the outcome that 
some of us have anticipated from the very beginning of the submission. of our staff 
proposals in 1965. These necessary Bank discussions, if they are requested, will 
mean that any negotiations ·for supplementary finance will come after the Third 
IDA replenishment and give ample opportunity to stress the point of additionality. 

I am attaching for handy reference a memorandum from Mr. Kamarck of Sept. 3 
which was distributed to the President's Council. 

Att: 



WORL..O BANK 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
Ca1le Add,.,. -INTBAFRAD 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
Cable A.ddress-INDEVAS 

1818 H Street, N.W., Washington, D. C. 20433, U.S.A . 

.A:re11 Code 202 • Telephone- EXecutive 3-6360 

Geneva, 3 September 1969 

Dear Mr. Friedman, 

I enclose a summary record of the observations made by 
government representatives on suf)nlementary fi,ancing in their general 
statements at plenary sessions on August 27 to September 2. 

I gather that a few countries like Brazil on the LDC side and 
Australia in the "B'~ group continue to have some reservatiJns regarding 
the course of action to be adopted by TDB. These are likely to be 
sorted out in the next couple of days, and it is expected that a 
request will be forwarded to the Bank Group on the lines indicated in 
my earlier letter to you. 

Kind regards. 

Sincerely, 

f\' A. 
N. A. Sarma 

Mr. Irving S. Friedman, 
The Economic Adviser to the President, 
International Bank f~r Reconstruction 

and DeveloDment, 
1818 H Street NW, 
Washington DC 20433. 
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WORLD BANK 

IN TE RNATIO~AL BAN K FOR RECO NS TR UCTIO N AN D DEVE LOPM EN T 
Ca.ble Address-'INTBAFRAD 

INTE RNATIO NAL DEVE LOPM ENT ASS O CIATION 
Cable Ad.d.Teu -lNDEVAS 

1818 H S treet , N.W., Washin gton, D. C. 2 0433, U.S.A. 

Area Code 202 • Telephone- EXccuCve 3-6360 

Geneva, 3 September 1969 

Trade 

Observations made by Government Representatives on Supplementa;r 
Financing in their General Statements at Plenary Sessions on 

August 27 to September 2, 1969 

In his statement to the Board, the Secretary-General of UNCTAD himself 
drew attention to the Intergovernmental Group report on supplementary 
finance. He thought it would seem appropriate that the conclusions of the 
Group might be transmitted to the World Bank, inviting it to consider the 
adoption of measures within the framework of the principles that were 
agreed upon by the Group. 

Brazil 

The discretlonary scheme now proposed by the IGG does not meet the 
objectives of the UNCTAD resolutions on supplementary finance. 

Uganda (spokesman for the Group of 77) 

We would appreciate the early and practical implementation of a 
discretionary scheme. No further studies are needed. 

Australia 

We note with interest the views expressed by the Secretary- General 
on the subject. It would be useful now to remit this matter to the Bank 
for its consideration. 

Yugoslavia 

We regret that it was not possible to reach an agreement in the IGG 
on the basis of the Bank staff scheme. We appreciate the work of the IGG 
and we propose that further steps be taken now to implement a scheme of 
supplementary finance by referring it to the World Bank at this session. 

Indonesia 

A scheme of supplementary finance should be put into operation 
with little delay. 



- 2 -

Chile 

We are prepared to accept the IGG conclusions as providing the basis 
for working out a supplementary finance scheme. We would like to know 
at this stage what degree of support the developed countries are prepared 
to extend to a discretionary scheme as proposed in the IGG report. If 
their position is not clarified at this session of the Board, we, like 
several other LDCs, would have to go back to a more automatic scheme. 

Philippines 

We endorse the suggestions of the Secretary-General with respect to 
supplementary finance. 

Switzerland 

Our interest in supplementary finance has been a continuing one. 
We take note of the IGG report and would support any procedures which 
would give a concrete shape to this new initiative in the field of 
international development finance. 

New Zealand 

We note the report of the IGG. We do not oppose a scheme of 
supplementary finance, but its implementation should not divert attention 
from commodity agreements. 

Denmark (on behalf of all Nordic countries) 

We have always considered supplementary finance a useful way of 
assisting countries to protect their development programmes against 
export shortfalls. The emphasis placed by the Secretary-General on this 
matter is appropriate. Following the report of the IGG, the momentum 
should be maintained and steps should now be taken to work out a scheme 
of supplementary finance. 

United Kingdom 

The United Kingdom Government is pleased at the agreement reached 
in the Intergovernmental Group. 

Netherlands 

It is the view of the Netherlands Government that the agreement 
reached in the Intergovernmental Group on supplementary finance is most 
welcome. It should now be transmitted to the World Bank Group for 
implementation. 



- 3 -

Canada (the remarks of the Canadian Representative were confined to two 
specific topics: Preferences and Supplementary Finance) 

We are gratified at the report of the IGG and the results that were 
achieved in IGG. There was enough support for supplementary finance from 
both developed and developing countries. In our view, a discretionary 
scheme on the lines suggested in the IGG report can safeguard the 
development programmes of countries. There is merit in integrating 
supplementary finance facility into an expanded IDA. Accordingly, the 
implementation of supplementary finance cannot be independent of IDA 
replenishment. In our view, it is now appropriate to invite the World 
Bank to prepare a scheme on the lines recommended in the IGG report. 

Guatemala 

Supplementary finance is absolutely essential for the LDCs, but we 
doubt whether the developed countries have the will to provide the necessary 
resources for it. We would prefer to revert to the original proposal of 
the Bank staff. 

United States of America 

The Board would be asked to act on the IGG report. It was an 
achievement for the Intergovernmental Group to obtain a consensus in this 
complicated matter. 

Mexico 

A scheme of' supplementary finance should be implemented right from 
the beginning of the second development decade. 

Venezuela 

We trust that it would be possible, with the assistance of the 
developed countries, to evolve a discretionary scheme which would implement 
the objectives of UNCTAD resolutions on supplementary finance. 

India 

We support the proposal to invite the World Bank to implement a scheme 
of supplementary finance, but, in our view, the resources for supplementary 
finance must be additional. 

United Arab Republic 

The report of the Intergovernmental Group on supplementary finance 
is a step forward and we urge IBRD to put this scheme into effect at an 
early date. 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL SANK FOR I 

OFFICE MEMORANDUM 

INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 
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1 ./\ 
Mr. Robert S. McNamara 

Andrew M. Ka.marck cif~ 
DATE: September 3, 1969 

Trade and Development Board Meeting: Supplementary Financing 

Mr. Sarma, the Bank Observer at the TDB Meeting, reports 
that in his statement before the Board on August 27 the 
Secretary-General of UNCTAD said the following on supplementary 
financing:-

"I have particular pleasure in informing the Board t:'.at, at 
its final session, the Intergovernmental Group on Supplementary 
Financing reached some bases of agreement. Already at the first 
session of UNCTAD the question had been raised whether it would 
be possible to work out a long-term system of financial 
assistance for the developing countries to help them to prevent 
the disruption of their development programmes resulting from 
export shortfalls or from causes beyond their control. This 
question has now been answered and it has been agreed that 
arrangements for supplementary financing can be made for this 
purpose. 

"It was also agreed that this supplementary financing should 
be administered by the World Bank, in consultation with the Inter­
national Monetary Fund. The execution of these financial measures 
should leave the operating agency a certain margin of discretion. 
It is hoped, however, that certain appropriate objective criteria will 
be developed to ensure that a country's development plans and pro­
grammes will be adequately protected from the effects of export short­
falls. 

"It was also recognized that there would be no sense in merely 
diverting resources from basic development financing for purposes of 
supplementary financing. I take this position of the Group to mean 
that the resources for supplementary financing are to be additional 
to those already envisaged for basic financing. 

"The Board will have to decide on the most practical procedures 
for applying the principles agreed to by the Intergovernn1ental Group. 
It would seem appropriate that at this stage the results achieved by 
the Group might be transmitted to the World Bank inviting it to con­
sider the adoption of measures within the fr~ework of the principles 
that were agreed. I would hope that the Bank might be in a position 
to do this expeditiously so that this question could be considered in 
connection with the next replenishment of IDA. 

(..' .................. 



I 

Mr. Robert S. McNamara - 2 - September 3, 1969 

"The arrangement with the World Bank might provide that, 
after a reasonable period, the Bank would inform us of the 
results of its efforts to devise machinery for the agreements 
reached by the Group. I am confident that an arrangement of 
that kind would be acceptable to the Bank." 

Mr. Sarma reports, as regards the concluding paragraph, 
1 that he has been definitely given to understand that the 

Secretary-General had no time limit or target date in mind, 
but only some kind of progress report in due course. 

cc: President's Council 



INTERNATIONAL BANK FOR RECONSTR UCT ION AN D DEVELOPMENT 
C..ble Add.reu - INTBAFRAD 

INTERNATIONAL .DEVELOPMENT ASSOCIATION 
C.ble AJdr.,. -INDEVAS 

1818 H Street , N .W., Washington, D. C. 20433, U.S.A. 

Dear Mr. Friedman, 

Are.. Cod. 202 • Tel~hone- EXecutive 3·6360 

Geneva, 3 September 1969 

SEP 9 1969 
1 .~i)c_.-. 

I enclose a summary record of the observations made by 

\ .. t 1 n,."' 

(~) 

government representatives on supolementary fi~ancing in their general 
statements at plenary sessions on August 27 -to . Septeml.or '- • 

I gather that a few countri es like Brazil on the LDC side and 
!ustralia in the 1.1B'• group continue to have some reservations regarding 
the course of action to be adopted by TDB. These are likely to be 
sorted out in the next couple of days, and it is expected that a 
request will be forwarded to the Bank Group on the lines indicated in 
my earlier letter to you. 

Kind regards. 

Sincerely, 

N. A. Sarma 

Mr. Irving S. Friedman, 
The Economic Adviser to the President, 
International Bank fur Reconstruction 

and Deve~opment, 
1818 H Street NW, 
Washington DC 20433. 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
Cable Ad.lrou - INTBA FRAD 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
CabJ• Ad.d.1'H• - INDEVAS 

1818 H Street, N.W., Washington, D. C . 20433, U.S.A . 

Geneva, 3 September 1969 

Trade and 

Observations made by Government Representatives on Supplementa~ 
Financing in their General Statements at Plenary Sessions on 

August 27 to '. September 2, 1969 

In his statement to the Board, the Secretary-General of UNCTAD himself 
drew attention to the Intergovernmental Group report on supplementary 
finance. He thought it would seem appropriate that the conclusions of the 
Group might be transmitted to the World Bank, inviting it to consider the 
adoption of measures within the framework of the principles that were 
agreed upon by the Group. 

Brazil 

The discretionary scheme now proposed by the IGG does not meet the 
objectives of the UNCTAD resolutions on supplementary finance • 

Uganda (spokesman for the Group of 77) 

We would appreciate the early and practical implementation of a 
discretionary scheme. No further studies are needed. 

Australia 

We note with . interest the views expressed by the Secretary-Genera l 
on the subject. It would be useful now to remit this matter to the Bank 
for its consideration. 

Yugoslavia 

We regret that it was not possible to reach an agreement in the IGG 
on the basis of the Bank staff scheme. We appreciate the work of the IGG 
and . we propose that further steps be taken now to implement a scheme of 
supplementary finance by referring it to the World Bank at this session. 

Indonesia 

A scheme of supplementary finance should be put into operation 
with iittle delay. 
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Chile 

We are prepared to accept the IGG conclusions as providing the basis 
for working out a supplementary finance scheme. We would like to know 
at this stage what degree of support the developed countries are prepared 
to extend to a discretionary scheme as proposed in the IGG report. If 
their position is not clarified at this session of the Board, we, like 
several other tDCs, would have to go back to a more automatic scheme. 

Philippines 

We endorse the suggestions of the Secretary-General with respect to 
supplementary finance. 

Switzerland 

Our interest in supplementary finance has been a continuing one. 
We take note of the IGG report and would support any procedures which 
would give a concrete shape to this new initiative in the field of 
international development finance. 

New Zealand 

We note the report of the IGG. We do not oppose a scheme of 
supplementary finance, but its implementation should not divert attention 
from commodity agreements. 

Denmark (on behalf of all Nordic countries) 

We have.always considered supplementary finance a useful way of 
assisting countries to protect their development programmes against 
export shortfalls. The emphasis placed by the Secretary- General on this 
matter is appropriate. Following the report of the IGG, the momentum 
should be maintained and steps should now be taken to work out a scheme 
of supplementary finance. 

United Kingdom 

The United Kingdom Government is pleased at the agreement reached 
in the Intergovernmental Group. 

Netherlands 

It is the view of the Netherlands Government that the agreement 
reached in the Intergovernmental Group on supplementary finance is most 
welcome. It should now be transmitted to the World Bank Group for 
implementation. 
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Canada (the remarks of the Canadian Rep resentative were conf i ned to two 
specific topics: Preference s and Supplementary Finance) 

We are gratified at the rep ort of t he IGG and the results tha t were 
achieved in IGG. There was enough support for supplementary finance from 
both developed and deve·loping countrie s. In our view, a discre tionary 
scheme on the lines suggested in the IGG report can safeguard the 
development programmes of count ries. There is merit i n integrating 
suppl ementary finance f a cility into an expanded IDA . Accordingly, t he 
i mplementation of supplementary fina nce cannot be independent of IDA 
replenishment. In our view, it is now appropriat e to invite ~he World 
Bank to prepare a scheme on the lines recommended in the IGG report . 

Guatemala 

Supplementary finance is absolut e ly essential for the LDCs, but we 
doubt whether the developed countries have the will to provide the necessary 
resources for it. We would prefer to revert to the original proposal of 
the Bank staff. 

United States of America 

The Board would be asked to act on the IGG report. It was an 
achievement for the Intergovernmental Group to obtain a consensus in this 
complica ted matter. 

Mexico 

A scheme of supplementary finance should be implemented right from 
the beginni~g of the second development decade. 

Venezuela 

We trust that it would be possible , with the assistance of the 
developed countries, to evolve a discretionary scheme which would implement 
the objectives of UNCTAD resolutions on supplementary finance. 

India 

We support the proposal to invite the World Bank to implement a scheme 
of supplementary finance, _ but, in our view, the resources for supplementary 
finance must be additional . 

United Arab Republic 

The report of the Intergovernmental Group on supplementary finance 
is a step forward and we urge IBRD to put this scheme into effect at an 
early date. 



TO: 

FROM: 

SUBJECT: 

INTERNATIONAL ·DEVELOPMENT I INTERNATIONAL BAN K FOR I ~~~~-
INTERNATIONAL FINANCE . ~ 

ASSOCIATION R~CONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
~~£P 4 1969' 

Mr. · Robert S. McNamara 

Andrew M. Kamarck c# 
DATE: September 3, 1969 

Trade and Development Board Meeting: Supplementary Financing 

Mr. Sarma, the Bank Observer at t he TDB Meeting, reports 
that in his statement before t he Board on August 27 the 
Secretary-General of UNCTAD said the following on supplementary 
:financing:-

"I have particular pleasure in informing the Board t:!at, at 
its :final session, the Intergovernmental Group on Supplementary 
Financing reached some bases of agreement. Already at the first 
session of UNCTAD the question had been raised whether it would 
be possible to work out a long-term system of financial 
assistance for the developing countries to help them to prevent 
the disruption of their development programmes resulting from 
export shortfalls or from causes beyond their control. This 
question has now been answered and it has .been agreed that 
arrangements for supplementary financing can be made for this 
purpose. 

"lt was also agreed that this supplementary financing should 
be administered by the World Bank, in consultation with the Inter­
national Monetary Fund. The execution of these financial measures 
should leave the operating agency a certain margin of discretion. 
It is hoped, however, that certain appropriate objective criteria will 
be developed to ensure that a country's development plans and pro­
grammes will be adequately protected. from the effects of export short­
falls. 

"It was also recognized that there would be no sense in merely 
diverting resources from basic development financing for purposes of 
supplementary financing. I take this position of the Group to mean 
that the resources for supplementary financing are to be additional 
to those already envisaged for basic financing. 

"The Board will have to decide on the most practical procedures 
for applying the principles agreed to by the Intergovernmental Group. 
It would seem appropriate that at this stage the results achieved by 
the Group might be transmitted to the World Bank inviting it to con­
sider the adoption of measures within the fr~ework of the principles 
that were agreed. I would hope that the Bank might be in a position 
te do this exped1tiou~ly eo that this question could be considered in 
connection with the next replenishment of IDA. 
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Mr. Robert S. McNamara - 2 - September 3, 1969 

"The arrangement with the World Bank might provide that, 
after a reasonable period, the Bank would inform us of the 
results of its efforts to devise machinery for the agreements 
reached by the Group. I am confident that an arrangement of 
that kind would be acceptable to the Bank." 

Mr. Sarma reports, as regards the concluding paragraph, 
0 J that he has been definitely given to understand that the 

, Secretary-General had no time limit or target date in mind, 
but only some kind of progress report in due course. 

I 
cc: President's Council 

' . 
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WORL.C BAN'< 

INTERNATIO NAL BANK FOR RECON STR UCTION AND DEVELOPMENT 
Cahle Add.-e., -lNTBAFRAD 

INTERNATIONAL DEVELOPME N T AS SOCIATIO N 
Cahle Add.-e,. -INDEVAS 

1818 H Street , N.W., Washington, D. C . 20 433, U.S.A. 

Area Code 202 • Telephone - E Xecutivc 3 ·6360 

Geneva, 29 August 1969 

Dear Mr . Friedman, I I ·J u c -

I understand you will be back in the office next week. I 
trust you are quite well. 

I gather there is likely to be a decision at this session 
of the Board requesting the Bank Group to formulate a scheme of 
supplementary finance on the lines recommended by the intergovern­
mental group and to implement it as early as possible. No time 
limit or target date would be set. There may be a request for 
some kind of progress rep ort after an appronriate interval. 

I came here on the 25th and will return to Washington by 
September 15 . 

Kind regards. 

Sincerely, 

N. A. Sarma 

Mr. Irvi~ S. Friedman, 
The Economic Adviser t o the President, 
Internati onal Bank for Reconstruction 

and Deve l on ment, 
1818 H Street NW, 
Washington DC 20433. 
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PRESS RELEASE 

INFOR:tv.iATION SERVICE 
UNCTAD 
Office of the United Nations 
Geneva 

FOR USE OF INFORMATION MEDIA-NOT AN OFF I CIAL RECORD 

T AIJ/404 (BO AR.D ) 
27 .August 1969 

STATEt!Et'TT B~ THE SECRETARY~GEl.\TERAL OF UNCTAD, i·,iA.NUEL PEREZ-Qil.igl:'illRO, 
TO THE TRADE AND DEIJELOPh~IT BOArJl, GENEV h_ 27 __ A}JGUS:L.l92.2 

The agenda of thi s ninth session of t'1e Boe.rd and the documentation concerning 
the various items are indicative of the magnitude and conplexity of the trade and 
development problems confronting tl1e vJOrld and of the inescapable responsibilities 
that fall to Ul\!CTAD in tl-J.e search for satisfactory solutions . 'fhey reflect both a 
certain amount of progress already achieved and the amount of work that remains to 
be done . At the se..rue time, they shaH the importance of UNCT Jill as a central organ. 
of the United Nations in this area of snpremely critical significonce, and t'1e need 
for it to bring together and conbine the policies of Govermaents so as to give 
direction and really dyn<nit: impetus to the r:r·ocess of development everywhere • 

. !e are nm.J a year and a half away from the J.JeH Delhi Conference , or half vray 
along tl1e road bett.reen it and the T'hird ,.)e ssion. The aim 1.re set ourselves at 
Nel·l Delhi was to make the fullest use of t11e pem&nent machinery, namely the Board 
and its subsidia~J bodies, in taking concrete steps towards the full inplffi1entation 
of the progrcJJrro.e th t emerged fran t~1e Second Session. 

Today, therefore, as \·Ie begin to reviev1, under i tern 4 of the agex:.da , the 
implementation of the recommendations of the Conference, it is particularly 
appropriate that ue should take stock of t~1e present trade and development si tua­
tion, examine the steps taken and what requires still gre~ter efforts through the 
pemanent machinery, and at the same time begin to r1ake our plans for the Third 
Session . 
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Although i t is true that in 1968 certain positive things are discernible in the 
movement of international trade and world econonic growth, it is equally t r ue that 
funda~entally the enonnous inequalities that have existed for many years still per sist. 
The developments of a slightly pr oflising nature that occurr ed in 1968 were not 
suffi ci ent to counteract othel'c. tnat conti nued t o operate to the detriment of the 
economies of the developing coru1tries . Exports fran those countr ies as a whole r ose 
by 8 per cent, a rate approxinately 4 per cent higher than that of 1967, but their 
share of world trade fell even fuTther because the growth ln the exports of the 
devel oped countries was cons~derably greater . 

Some commodities exported by the developing countries r1aintained relative price 
stability , Unfortunately, it could not be said that this was a gener al tendency, 
or that it will continue even in those special cases . Mor eover , in some cases price 
stability was not accompanied by an increase in volw:J.e of exports , so that sane 
countri~s found their export earnings reduced "s a result. 

The tendency noted in recent years t war ds a deterior ation in the terms of trade 
of the developing countries persisted . It is obvious that it has continued to affect 
the import capacity of tho3e countries . . It h.Cl$ been esti mated for the period 1965 
to 1967 that the l oss .. to the developing countri es as a r esult of .their unfavour abl e 
terms of trade with the developed countries, mJ.ounted to an annual aver age of 
$1 ,300 million, a figure sufficient in itsel f to show the unbalanced distribution of 
the benefits of international trade . 

There is no doubt that the econornc growth of the developing countries in 1968 
made pr ogr ess in comparlson ~nth 1967, but the distribution of this gr owth i s still 
very unequal, and in many cases the expansion was only enough to compensate for l osses 
or recessions in previous years . As a restlit, their living standar ds did not ri se i n 
comparison with those at the beginning ·of the first Developraent Decade . 

The disturbing state of o.ffc.irs I have outlined which certainly calls fo r 
effecti ve perrJrulent neasures, has been worsened by the nanifest instability of the 
world monetar y situation. It is clear that in this field nejor adjustnents will 
have to be made, if currency :rs~ -:-=.icns are to be established on more equitable and 
rational bases . There is an mrareness of the diffi culties -eonfronting some countries 
and of the her d struggle they mtst wage to solve their monetar y pr obl er;ls . It is 
essential, however, that while full use is nade of the valuable instrUTients of the 
present international nonetn.ry system, now 25 years ol d, the way should be opened to 
the gr owing movenent for refor~n . Otherwise, monetar y pr obleas will continue to ari se 
and to becone daily nore seriou.s, thus affocting the possibility of improving systens 
of international trade nnd of promoting econ,x"lic development, the latter being an 
objective not well served by the l)I'esent nonet~ry systen. 

Let us now consider "rhat steps hnve been taken by UNCTAD during the last year and 
a half to deal with the critical situation of trade and devel opr.1ent. UNCTAD r s 
activities hove continued to concentrate on the dual objective of pr o2oting a rational 
and equitable systen of conmodity t r ade and of incrensing the export of manufactures 
from the developing countries to the mar kets of the devel oped countr ies, as a basi s and 
rosult of the process of ind11strialization. The success achieved in cne of these 
objectlves will reinforce the success in the other, ru1d it is ther efore necessary to 
advance sir:1ul taneot~sly on both fronts, without nct;l ecting thereby other conpl enentary 
areas . Tho econo~ues of the developing countr ies still depend basically on comraodities 
and w:Lll continue to do so for D[tny years. vJe Llust gr adually change this situation by 
diversifying the pr oductlon of those countries and by expanding their trading 
opportunities in all sectors. 
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Since its last session significant advances have been noted that no1rJ require 
action by the Boar d in order to consolidate them, and to enable further ?rogress to 
be made, Hithout which the ground gained may be lost . 

As regards trade in manufactures} the Special Committee on Preferences} after 
an anxious period of uncertainty and resulting delay, recoro~ended a new timetable 
for the implementation of resolution 21 (II) . It is hoped that in the first months 
of 1970 the system of generalized} non- reciprocal and non- discriminatory preferences 
will enter the operational phase on a sufficiently wide basis> and will represent 
something really meaningful in unfettering trade. After successive evaluations and 
consequent modifications designed to make it more effective during the initial period 
of its operation, this scheme will appreciably facilitate the access to the markets 
of the developed countries of those traditional or new products of the developing 
countries which can be exported on increasingly competitive terms 1,..ri th respect to 
quality, cost and delivery. 

The general scheme system of prefer ences should bring about the pr ogressive 
elimination of special and revers.;:; preferences , in koopi ng with a realistic 
timetable and on the basis of equivalent benefits for the developing countries 
concerned . Moreover, it should encourage diversification of both exports and mar kets . 
The vulnerability of the economies of many of the developing countries is due to the 
combination of their singl e- commodity production and their dependence on a specifi c 
geographical export market . It is necessar y that we should go about remedying this 
situation 1r1hile bearing in mind that if we are to eliminate the traces of economic 
systems unsuited to the dynamics of full development, more suitable methods must be 
tried out and their effectiveness tested . 

With regard to diversification the Committee on Commodities at its third session 
established certain bases that represent considerable progress . The ratification 
~ Dd develo~)ment of the concept that diversification is an instrument of unique 
importance for the developing countries is in itself a significant advance . In the 
immediate future specific action programmes will have to be planned that will help 
to translate these ideas into practice. In this area, governn1ents have a great 
responsibility of their own, especially as regards vertical diversification, which is 
reflected in an increase in the added value of exports and gives substantial and 
healthy encouragement to industrialization, lev.:;ls of employment and training of 
national manyower, and at the same time provides greater opportunities of export 
earnings . Consequently efforts must not be underestimated which contribute to the 
increasL1gly intensive and extensive processing of commodities within the territor y 
of each developing country . 

In close connexion with diversification, appreciable progress was made in the 
area of synthetics and substitutes . Since their exports are concentrated on a few 
~ommodities, and many obstacles impede their access to international markets , it 
lS unthinkable that the economies of the developing countries, profoundly vulnerable as 
they are in the present world situation, should be heedlessly prejudiced even further by 
human ingenuity and technological achievement in the name of and as a result of progress . 



Press r elease TAD/404 (BOAPill) 
page 4 

It is therefore gratifying th"J.t at its fourth session the Cor::mrl. ttee on CorJl:lodi ties 
approved a text which while not idecl, constitutes progr ess in the way tho question of 
synthetics n...Y"ld substi tutcs sho~ud be trec.ted . It wns agreod thc.t the developed countries 
should give syopathctic consideration to requests for assistance for developing countr ies 
producing natural products ·,Jhic:h suffer ser:..o·J.s conpeti tion frorJ. synthetics and 
substitutes, in order to help them to diversify into other areas of production . Moreover 
the Permanont Group on Synthetics and Substitutes is to plny o. greater role in 
co - operation with other international agencies, in analysinc; tho pr bleD o.nl in 
r~c::mnending appropriat0 rcr.wdial action. 

In this conneXlon, the inportant role of research will have to be considered, 
especially in reducing costs, ir.;.proving quality and finding new end products for 
con:r!J.odi ties . ·"-t the no.tional level such research requires international financial 
assistance and the estobl ishment of international study centres . It ':.mst be re:uenbered 
that in the devel oped countries millions of dollar s ore spent annually on subsidies to 
protect certain pr oducts and on research on synthetics and substitutes, 1.ri th negative 
repercussions for a nunber of comodities exported by the developing countries . 

But in the matter of conrJoditie s, however irnportant their loco.l pr ocessing and 
pr oductivity may be, the deternining factor is price . Unfor tunately, it hns not been 
possible to reach agreenent on a prices policy . No- one questions the fact that such 
a policy should have for lts objective stable, equitrblo and re~unerative prices , and 
should take into account the interests of both the producer and the consQmer. But 
there has been no agroenent on the machinery ~nd the allocation of responsibilities. 

The fact that pr ices of some agricultural or nineral conr.;.odities are at pr esent at 
a sati sfactory level, and in certain cases have remained at that level for some tirJe, 
is no cause for couplacency. The circru:1stcnces that have pr oduced this situation ar e 
not pemo.nent; deterioration is contlnuin in many cc.ses :md is a constant threat in 
almost all cor~1odities. The ho.rn that is caused to a producing C0lmtr y by a decline 
in pri ces is greater and hr:s a nore far-reaching effect than the benefit der ived f r oril 
a t ransi tory rise in pr ice . 

~~en the prices of ncnufactlrres foll in the indQstrial centres, there is talk of 
recession and economic crisis, which, if aggr avated, may drag down all countries to 
ruin. When there is a decline in the prices of princry cor~1odities, tho econonies of 
the pr oducer countries , at1d particularly those in tho developing world, are severely 
affected . If the first case represents an er.1ergency callin[S for and receiving univer sal 
attention, the second, too, should be regarded 8S s11ch, since it involves a reduction 
of r evenue with all its negative effects, o set-back on the road to developnent, a 
reverse in the battle against unc\erdevelopuent in 1.rhich we are all engaged . In both 
cases the present and future welfcre of Billions of people is at stckG . The problens 
of the developing countr ies ar e sufficiently well known, and there is no need to 
drm1atize then, just as are also well known ~3ny corrective and r egulatory tools which 
attenuate the serious repercussions of this problen and :aay lead to their disappear ance . 
vJo must attack those problens with the firr.mess they require and evol ve nethods of 
action which will have a practical even if liruted effect , and which will in the long 
run, when jointly c:pplied, represent an efficiont, econocic and sociall y productive 
system of international collaboration . 
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In this context, we flust note, as a partial success, the agreeBent achieved in 
the matter of buffer stocks as one of the &ppropriate techniques for stabilizing the 
markets for certain commoditi es. In each ccse the most s11itable methods and proce­
dures will have to be deter.urined, particularly as regards the provision of the 
necessary funds to ensure the proper functioning of the scheme that is being adopted . 

The recent decisions taken by the International !1onet<:~ry Fund and the '. 1orld Bank 
are useful steps in that direction . This was recognized by the Advisory Committee to 
the Board and to the Co;mni ttee on Commodities at the session it has just held in 
Geneva . As will be seen from its report, the Advisory Committee concentrated on t his 
and other importent aspects of corrmwdi ty problems . I also believe that the Bo ~.rd 
will agree with me as to the desirability of this Committee's meeting regularly, so 
that its very ve.luable contribution may aluays be available. 

Since the second session of UNCTAD , the new Sugar flgroeuent has been concluded and 
the machinery set up under that Agreement is already in operation. The Agreement has 
had a favourable effect on the sugar market and has tended to stabilize the price of 
sugar at a fairl y satisfactory level. To ensure its proper functioning, its base 
should be enlarged by the accession of certain important countries which decided to 
remain outside vrhen it ~vas signed, although they did not intend to oppose its purposes. 
This is an example of how a major initiative can be brought to fruition, even without 
initi-::1l participation by one or several countries of particular importance. \· ihen 
their governments judge that these countries ore r eady to join the fold, they Hill be 
welcome . They Hill thus have the satisfaction of giving direct and continuing support 
to an undertaking l aunched without any obstruction on their part . In situations of 
special importance , of course, no country should dro.1,v avray or stand aside for any 
length of time, because this vJOuld msc::n that it does not assume its share of responsi­
bility in comrwn 1..rith the others. And for the major countries that share is quite 
naturally a large one . 

The negotiations for the Cocoa Agreement have not made sufficient progress to 
bring the Agreement close to t he conclusion stage, w[lich a year ago seemed on the point 
of being reached. dhile i n the most recent consultations, positions on certain pending 
issues uor0 clarified anl brought clJser togoth.:;l', tho range of thL;SO issuc:;s 
1r1as widened . T~1is has still further increased t ::1e need for a neu series of consult-2-
tions, 1-rhich I am arranging at the request of the group of producer and consumer 
countries that met in June in order to hold technical consultations in preparation 
for a new conference . The conference will be convened 2s soon as the conditions for 
its success exist. nespite the difficulties that have arisen a:l.ong the way, I run 
encouraged by the positive Etti tude of governments tovmrds nn o.groo:c.cnt on cocun . I 
trust that in the next few months , we shnll reduce differences , 1.mtil we dispose of 
them ~J acceptable compromise formulas. The bnportance of this instrument for the 
economic life of a number of countries and for our Hhole organization is obvious , and 
no effort must be spared to overcome finally the obstacles barring the road to early 
agreement . 



Press release TAD/404 (BOAR.D) 
po.ge 6 

In this context I would refer to .:tn announcement made at the last meeting 
of the. Committee on Commodities, informing the governments concerned that two 
important meetings are being comr.ened : an ad hoc FAO/UNGTAD meeting, with the 
empho.sis on o.ction; of the Study Group on Oilseods, Oi.ls ·md Fats, and another meeting 
on iron ore, for the pur?osc of identifying thv problems of the international trade 
in that product. Both meetings will be held, the first in London and the second in 
Genevo.., in the first few v;eeks of next year. Prepnr<. tions have· alr~;;ady beg-t;1n . 

At the beginning of this month, a meeting on tea was held in Hauritius, as a 
contbluation of others held in DQY- es-Salanm nnd Rome . Ll all these meetings, UNCTAD 
took an.active part , jointly with FAO, and I nm hc.ppy to report that at the last 
meeting the producers laid dovm foundations lilc.:;ly to promote: the conclusion of an 
o.greCi;1ent. This vtas due to un obvious politiccl determination on tho pnrt of 
participating governr:1onts , which em~bled tho difficulties encountered during the 
negotiations to be ov.:=rcome. The Director- General of FAO ct:nd myself have agreed 
to redouble the convergent efforts of our r\)spective or:;:mizations to make w;h.at 
contribution we ci:m towards the a chievement of informal practical understandings or 
formal agreements or conventions, as circumstances may requir0 1 on agricultural 
products . 

UNCTAD will act on similc,r lines in the field of miner .:1l products: where it is 
to play n leo.ding role, stil.l on the bnsis of resolution 16 (II). Fie intend to 
sponsor consultations on pepper, rJangnnesc ore .:1nd phospho.tes; those on the 
first - mentioned product would be held jointly Viith FAO. He o.re preparing a t;ir.wtnble 
which will cnnbl"' us. to cover satisfactorily .':'.11 the products referred to in thnt 
resolution, including those of the temperate ~ones. In that connexion, we view the 

-situation of the v1heat market .::.nd its effocts ;-.rithin the nren of tho Int ernational 
Wheat Agreement with some concern. The situn.tion as. regards that cereal o..JJ.d others 
grovm in both the tropicC'..l and the temperate zones should be wa.tched , since their 
relative abundance is likely to cnusc upsets later ago.inst \Jhich action r:mst be taken 
wherever possible. 

In addition to th0 efforts to. secure th0 conclusion of new commodity agreements 
o::.- arrangements, it must be se ·2n to it that theo existing on.::s are properly carried out 
nnd thnt provision is mnde for their extension beyond the expiry dntos, v,rith such amend­
ments as circumstances mo.y require. Tnnt happened in the case of coffee, for which a 
new agreement eritorGd. into force in October 1968; and in the case of olive oil , .a 
Protocol for the extension of the L4.greement concernil!:: r '' · 0·r nas sign0d in March this 
year. Action 'for the extension of the arrangements concerning tin .is also cont emplated. 

A commodity progr;ar.u:1e of such no.ture and scope involves many difficulties, which 
must not be· underestimo.ted . But each of the comr.1oditios is of vital importance for some 
member countries .o...:.1d t1wreforo calls for our attention. Action tnken may show unequal 
results, because the situdtions themselves arc different. I n appropriate cases , 
special mnchinery has to be set up vJith sufficient autonomy to reconcile tl'j.e interests 
of exporters and consumers of the various products. V!e do not wish to contribute 
recklessly to the prolifer~tion of intergovernmental bodies, but to decentrnlizc in 
a r ational manJJ.er inte:rnc..tiono.l machinery like ours, whicL serves r.1any purpos0s. The 
esto.blishment of efficient machinery is fully justified in tho case of pr oblems of 
great mo.gnitude seriously aff0cting the possibilities of progress in ma~y countries . 
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It hc:~.s been repeatedly pointed out that ir!e should proceed ·product by :)roduct, 
since the characterlstics and problems of each commodity differ, and that solutions 
must therefore be adapted to each particular case . But it v.rould not be permissible 
to proceed product "after11 product, with all the delays which that would lnvolve and 
with the consequent repercussions and anxieties. 

As regards trade in general, we must supplement the general scheme of preferences 
and the effort represented by the Kennedy Round - although the benefit!s of the Round 
for the developing countries are limited - by the vigorous pursuit of a pollcy of 
trade liberalization, eliminating Customs and other barriers, including restrictive 
business practices , which obstruct access to the developed countries' markets for the 
exports of the developing countries . 

vie must be the more vigilant and active in this respect, as openly yrotectio'nist 
tendencies have been evinced with an energy worthy of a better cause . Fortunately, 
t~ese tendencies have given rise to many warnings pointing out that if protectionism 
were to gain ground, many of the. advances made in the liberalization of trade would be 
lost . 0Jr minimum aim must be to ensure that the situation is not worsened by the 
creation of new barriers or by the reinforcement of existing ones, particularly those 
affcctlng the developing countries. For the urgent tasks of trade liberalization in 
favour of these countri'es, UNCTAD and GATT must concert their efforts . \.Je propose that 
formulae should be worked out for effective actlon which would avoid duplication . 
Other1..rise, the scope both' of t}}e scheme of general preferences and of t'1e commodity · 
agreements would be reduced . 

At t'1e recent Congress of the International Chamber of Commerce, held at Istanbul, 
a r9com;11endation was unanimously adopted for the establishment of a ten-year programme , 
starting from 1972, 1nth the object of eliminating tariff and non- tariff barriers for 
marmfactured products an.d liberalizing trade in agricultural products a'1d other primary 
commodities . It was recognized at the Congress that adjustments were necessary in 
favour of countries whose economies depended on the export of a small number of 
commodities . 

On the same occasion, it was stated that 11 production should take place where it can 
be most fruitful and all barriers to trade or to production itself should be dismantled . 
Nothing short of this sort of freedom is consistent with achieving world economic growth 
and-rising l:i.ving standards to which all peoples insistently aspire 11 • 

This task of liberalizing trade is not easy, but in my opinion the fact of 
recognizing its need should act as a spur to practical and sustained efforts towar ds 
that goal . 

Sir.lilar intensified efforts should be made to enable the developing countries' 
primary co~modities and manufactures to obtain gradual and substantial access to the 
markets of the socialist countries. For that purpose it will be necessary to adopt 
methods differing from those applicable to the market- economy countrles, though tending 
to the same ends, taking advantage of the possibilities offered by the planned economies . 

We all trust that at this session the Board will take positive and effective steps 
for the implementation of resolution 15 (II) . He must not forget that the tasks 
involved undoubtedly call for considerable efforts on both sides if the results are to 
match effecti~ely the proposed objectives . As a result of all these effoTts, it is to 
be ho;;~c1. that trade relations among countries having different economic a;;rJ social 
systems 1-vill be strengthened . 
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In seeking to expand trade, speci al importance attaches to export promotion. F01~ 
this reason , the developing countries are receiving aid through the UNCTAD/GATT 
Intern2tional Trade Centre, \lith the collaboration of the United Nati ons Development 
Programme and vrith the help or special contributions from various governments. 

But it is essential that the governnents directly concerned should themselves make 
8n effort, above all by utili zing their export potential in such a way that the develop­
~ng countries are able to offer products on increasingly competitive terms as regards 
price e:..1d qu . .;.li ty. All this presupposes an internal organizational management and a 
change in mental outlook similar to that vihich has t uken place in countries of relatively 
:cecent~ but substantial developmei1t, such as Japan, 1:1her e the procesE: is particularly 
jrapressive. 

One of the principal endeavours \·Jhich should be encouragea 1n the de-veloping 
countries is that which is directed to t!1e expansion of t:;.~ade ruaong those countries t hem­
selves, more especially through economic integration processes , Hhich e.re among the most 
positive features of the present pattern of trade and development. Although responsibi­
lity for this endeavour devolves primarily on the cotmtries concerned, an integral 
approach to the phenomenon and effective co-operation by the developed countries are 
important factors in its progress and success . This approach Hill make for the harmonious 
integretion of such arr~mgements in the uorld economy as a uhole . 

This question, which has also been included in the agenda, vJill be the subject of a 
meeting of government experts next year, at which it is hoped that practical measures may 
be elaborated for encouraging and strengthening integration processes . UNCTAD has pro­
vided technical assistance for t his purpose at t11e request of countries belonging to some 
of those integration movements. 

It i s '\.JOrth mentioning that the activities of UNCTAD in respect to technical assis­
tance, in matters of trade as Hell as of invisibles, have been strengthened since 1968, 
and vill be further increased in the future in the light of its new status as participa­
ting agency in the United Nations Development Programme . 

I should now like to make a few comments on the finLtncial aspects of development . 
One of the outstanding results of t~1e i.'!eu Delhi Conference \las the agreement that each 
economically advanced country should endeavour to provide aP~uL lly to developing coun­
tries, in the fonn of transfers of financial resources, a minimu.m net a.iTIOliDt equivalent 
to one per cent of its gross national product. Some of t he advanced countries have not 
yet indicated uheu they propose to comply with that cornni tment. HovJever, even though I, 
too, am discouraged at the meagre results obtB.ined at Ne\l DeJJ1i, I h.)Ve no doubts about 
the good faith and dedication of all those 1,Jho uere instrumental in bringing about that 
agreement , and I trust that the conditions which have prevented its implementation, in 
some cases, have now been remedied . F'or that reason, I can only express my sincere hope 
that those countries which have still not done so -vlill take all the necessary steps to 
attain the goel of one per cent of their gross national product , in the spirit of General 
Assembly resolution 2415 (£GII) ·•nd r esolution 27 (II) of the second session of Ui'JCTA.D . 

It is my distinct impression that the increased determination on the pel~t of govern­
men~s to satisfy t!1e vrants of V1eir less-favoured nationals \vill eventually create a 
healthy auareness of the sometimes greater needs of the citizens of other countries. 
Efforts to raise levels of li-v-ing \-!ill never be confi ned \li thin i1etional boundaries, and 
for that reason I believe t'1at internal and external aid programmes are complementary, 
rather than competitive . 
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A better order of priorities in both spheres should make it clear that balance-of­
payments and budgetary difficulties should not be adduced as arguments against aid 
programmes. Human needs cannot be assigned a lower place in the scale of priorities 
than the balance of payments or the budget. Neither the one nor the other, nor any 
other similar consideration, have prevented man from exploring space and reaching the 
Moon. Neither should they be used to hold back the achievements necessitated by 
development. 

It is encouraging to note that a small, but growing number of developed countries 
have recogr~zed the need to place their aid programmes on a firmer and longer term 
basis. They are even planning to increase the volume of their contributions with a 
view to reaching certain levels by given dates. On the whole, the countries which 
have adopted -this course are those whose contributions are relatively small. Neverthe­
less , their action is of great potential significance . In paying tribute to the 
positive nature of such an attitude , I should like to express the hope that their 
example may serve as an inspiration to other countri es . 

The OEDD countries, through their appropriate channels, have announced that·in 
1968 their net flow of capital to the developing com1tries and multilateral agencies 
reached a record figure of 12, 900 million dollars. I believe that we must all attribute 
to this the importance it deserves. Nevertheless , our satisfaction is tempered by the 
fact that the increase in the past year was concentrated entirely on the flow of capital 
from the private sector, including both direct ~nvestments and investments in securities 
issued by multilateral organizations . As a result, the flow of official capital in 1968 
represented oniy 54 per cent of the total, as compared with 62 per cent in 1967 and an 
average of 65 per cent in previous years. 

I do not in any way underestimate the importance of flows of capital from the 
private sector, although private investments certainly do not have the same character­
istics as the financial co-operation of the official sector . The alarming aspect of 
this question is the stagnation and even relative decline in official participation in 
financial co-operation from all sources. Although the idea that official financial aid 
should constitute at least three-quarters of the one per cent target was not accepted 
unanimously at New Delhi, its merits and reasonableness have been generally recognized. 
The OECD countries, in the target adopted at the beginning of this year, have speci­
fically indicated that that .goal will not be regarded as having been achieved in cases 
where official participation in the total capital flow is significantly below the 
average. · In short, this is a problem which is causing us serious concern, and to which 
I have wished to draw the Boardts attention . 

The OECD countries have also informed us that in 1968 the terms of official loans 
were softened: average interest rates fell from 3.8 per cent in 1967 to 3.3 per cent in 
1968, and the repayment terms rose from 23 to 25 years .. Nevertheless, this positive 
development was counteracted by a decline in the share of grants . In these circum­
stances, the view endorsed by th<::l New Delhi resolution 29 (II) that "the terms of 
development assistance generally remain too. ):lard 11 is still valid. Document TD/B/264, 
concerning prospects for the Second United Nations Development Decade shows that 
according to the projections for 1980 the non-oil-exporting developing countries 
will then have a trade gap of around 44,000 million dollars. Of this total, not less 
than 14,000 million dollars will be assigned for servicing external debt unless the 
present terms of financial aid are modified. 
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I recognize tho effort ra".de v.t the beginning of the your by th'- OECD countries in 
o.dopting non to.r:;vts. Tl1c Sccrvtari-.t is o.no.lysing the significL",ncc of those; n8\V 
objectives o.lthou~h no conclusi cns can yet bo h~zo.rdod , since n greo.t deal of 
information i s still l2.cking . \7hat i;ny dcfinib::ly b" so.i d at th0 nomcnt is th.2t a 
very considerable i mproveiilcnt in aid tcrrJs will be nccossc..ry if wo ore to avoid acut..: 
problems of dobt - sorvicG nccumulation in the yC;o.rs to cor.1e . 

p rticular ple:::.sure in infor~ain[; tlh:; Boa.rd thu.t, at its fi•1al sossion , the 
Intergovernmental Grou;> on Sup~Jlementar:y Fin::mci".g renchod some b:::.scs of agreement . 
Alrev..dy v..t the first session of UI'TCTAD th'-. quc;stion ha,d boun rai svd nhethvr it r10uld 
be poss i bl\... to vmrk out "- long- torm system of fin:.ncic..l assistc..ncc for the developing 
countries to help thorn to prcv·:mt th'"' disruption of their devvlopiiKnt progrv..mmes 
rusulting from export shortfnlls or from co.uscs beyond their control . This question 
has now been CL'tlswer ed and it hc..s been o.grc.vd thnt aTrangenwnts for supplemonto..ry 
f inc:mcing ca..'1 be ::Jade for this purpose . 

It was also o.,rsrovd th.::tt this supplementary Ilnancing should be o.dmi nistcrcd by tho 
V!orld Bank , in consult.::ction with thv Intcn1:.1tional lioncto.ry Fund . T1k execution of t:1csc 
financial raensurcs should leave the opvrc:,ting ngoncy a cert2.in m::trgin of discretion . I t 
is hoped, hm-rcv cr , th.::tt cert:::.in appropriate objective crit .... r i o. will be developed to 
ensure that a country 1 s dcve:lopr:'1..:;nt pl:::.ns nne~ progrGJllD~.;s ·,vill be dcc;u~ tely protected 
from the effects of ex:;::Jort shortfalls . 

It wns nlso r ecognized th'lt ther-.; would be no sense in rkroly divertinG r esources 
from bo.si c development financin for purposC;s of supplo1:10ntary financing . I take this 
position of tho Group to mctm that the r~sourcos for sup::_:Jlvr.knL.cry fin.::ncing arc to 
be o.dditional to those alr'"'ndy cnvisagud for b.::tsic fino.ncing . 

The Board v1ill h.::tvc to decide on th-.; r;Jost prv..ctical proccdm~vs for O.)plying the 
principles o.greed to by thc Intergovcrnmento.l Group . It r:ould svci"'l .::t_Jproprictto that at 
this stace tho r"'sults nchievcd by the Group ulicht b ... tronsr.Jitted to tho l'forld Bank 
inviting it to consider th~.- .::tdoption of m"asm~cs within tho fr.::tmcwork of the )rinci pl cs 
t ;,at were agr eed. I vrould hope th~,t the B.::mk r,JiGht be in a posit i on to do this 
cxpeditiously so thnt this question could b-- considered i n connexion rvith the next 
r~::_:Jlenish:10nt of IDA. 

Thl: c..rrangement v1ith tho World Bank might providlJ tht:.t , o.ftur n rcasono.blc period , 
the B.::mk vrould inform us of thv rC;sul ts of its efforts to devise r.1ccchi nory for the 
agreements r ..:;ached by the Group . I <:ll:l confident thc.t r:m arr<'.ne;co~.Jnt of tl1at kind would 
be a cceptable to the Bank . 

It is .::tl so interesting to consider thu pro::;rcss tho.t ho_s been mc.de in the considera­
tion of intcrnationnl monetary qucGtions i n so fer ns they affect t11v developing countries . 
Since the Bonrd 1 s eishth session , the Committee on Invisiblcs nnd Financing has discussed 
the r elevant problc:r:1s . A l2.rg12 n:tjority in the Cot:1mittc0 W".G in f.::tvour of r oque sting the 
Secreto.ry- Gencral of UNCTJ.D to cst.::.blish o. smnll group of individual OXIh .. rts to analyse , 
in the light of N0v1 Delhi resolution 32 (II) , the recent devclopr.;\...nt of the v10rld econor.1y 
i n gonernl and of the inL:rn.-ctional monc::tnry syste~1 in lJITticulo..r , ui th a vici·l to dctur ­
oini ng the effects on the trade ccnd groHth of th~... developing countries . The Cor:1nittce 
aL.:;c reco:;ni zed that resolution 55 (VIII) of tho Boo.rcl , tog0thur uith the gencrclly 
favourable r onction of the Committee , constituted suffici ent o.uthoriz.::ttion for t he 
Secrcto.ry- Gencro_l of UNCTAD to convene this group of expert s; "..nd it was the:reforc 
considC'red unnecessary to ndopt a non forr:1al resolution on thv n. ttcr . 
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Accordingly, I am ~Jleased to inform you that the gr oup of experts has already 
been formed and will meet from 17 to 25 Seutember . Tho members of the group are 
distingulshed experto in this fi·~lC: and br~adly repres ent the various points of view 
on the subject . The I-rternational honetary Fund has agre(jd to "'Jc: re:presented at the 
meeting in accordance -.. -i th the recorr_menda tion of the Cornmi tt.ee that the grou:J of 
ex~Jerts s~1ould consult 11i th the I'u:1d in preparing this study . I am not able to make 
any further comment on tho substance of the study at this time . I am su:c~o, hovJever, 
that t 11e group will make a notable cr:mtribution to our ideas on the subjecc, including 
the very ~-mlJortant conce;_Jt of a posE;ible lin'< bEhJeen the 11 special drawing rights 11 

scheme and c2velopment financing. 

While we must cont:i_nue to stress the n-;:e:d for increasing the volume of external 
aid and ~.laking it less o,1erous for purposes of develop::.1ent - four- fifths of which, 
it must be remembered, is financed with the donestic resources of the countrie s 
concerned - the needs, and they are gr owing continuously, are so r eat that we must 
turn our thoughts to other r·3sourcer which are still not fully available to mankind . 
A particularly important possibility is the exploitati on and utilization of the 
resources of the sea- bed and ocean floor beyond the limits of national jurisdiction. 
Tec~1iques have already been design0d and tested which may become fully operati onal 
within a few year s . This is a matter of importance not only because in this no man' s 
land - and hence every man's land- there must be no irrational exploitation.of the 
miner al resources lying there, with possi ble imbalances in inter national trade, but 
also because ther e is here a sour ce of financial means to promote the progress of 
mankind, particularly as r egards the tremendous needs of the devel oping countries, 
r egar dless of their geographical position . There is already a General Assembly 
resolution on this subject requesting the Secretar y- General to r eport on the various 
aspects of this important question, to which I wish to draw the attention of the Board 
and of UNCTAD in gener al . 

Another subject I must mention is that of shipping . This important area , dealt 
with oy the Committee on Shipping, covers a wide r ange of topics includlng such 
c_iffercnt aspects as consultation machinery on shipping matters , factors relating t o 
the expansion or establishment of merchant marines in developing countriesJ the level 
and struc-~".1:.~8 of freig'1:~ rates, freight markets, terms of ~hipment, port dcvelo::,Jment 
and the ra:;Jic3. technoloc;ical change...: itThich are taldng place in shipping ai1d connected 
activities . 

Progress has been :c~-.;gistered Oi1 this broad f:.~ont, although ther;.,; has naturally 
been greater success :::m s~me poi"l.ts than othE:rs . V•e are all a1trare that tl18re are 
di vsrgcnt positions on certain questions, as ln the cas.:.:: of freight r ates . ~'Jevertheless , 
it may ba observed that attitude.:l are bc:girmi•1t; to change , and we ho-oe thai:. this will 
r esult in a genuine effort of mutual compr ehension, so as to per mit intcrssts to be 
r econciled which had previously b".Jn in continual conflict without any possibility of 
understanding . There is full accepta.nce of th3 idea that UlJCTAD is an a-o'Jrour iate 
forum for such a dialog~e and fer achieving constructive action, especially ~s r egards 
the important economic and finarlCial aspects. 
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By way of illustr'3.tion, I will refer to only hm questions on which there has 
been significant progress . The first concerns the developr.1ent and il:2provement of 
port facilities, which has been recognized as necessc.ry, in that it is a factor 
contributing to the reduction of shipping costs for the benefit of ell. It is 
gratifying to note that the rel__,vant study sub:-Ji. ttod by the SecrotarL.,t to the 
CorlElittee on Shipping at its third session was largely financed by a contribution fron 
the govermJ.ent of o.n inportant shipping country, and that in addition the shipowner 
groups concerned arc q1.:<i te receptive to tho idea of assisting in the finoncing required 
to continue this ilJ.portant task, which could be actively ptrrsued over the next decade . 

Again, while the practices of the shipping conference nre still controversial, 
there has been appreciable progress in this field. The Secretariat has received 
some valuable additional data in !lleetings with represee1to.tives cf tho Conferences and 
the·shipowner groups, and 'hopes that such co-operation will continue to grow, for this 
will facilitate the pronpt conpletion of the study it has been requested to r1ake by 
tho Henber Goverru!lents . I think the Board should also know that since the.New Delhi 
Confercmce , consu~tation machinery hcs been established in so•.1o countries in the spirit 
of resolution 2 (II). 

In the field·of insurance and re-insurance, I only wish to mention that next 
October a seminar ~rill be held at Pragt1e with tho participation of experts from various 
countries . 

I have kept for the end of this review the subject of transfer of technology 
because, apart froiil being by its nature a new and constantly changing phenor.1enon, it 
is to become a ne•..r activity ~nthin UNCTAD 1 s sphere of conpetence . This item hns been 
included in the provisional agenda, and the Board ~Jill have to decide on .what it 
considers the most o.ppropriate procedure for dealing with it. Science and technology 
are of universal significanco, and they interest all United Nations organizations, each 
of ~lhich has a greater or lesser share of responsibility in this o.reo.. l1To - one questions 
the funds:nental ir.1portance uhich science Emd technology hnve for UNESCO, or th,; essential 
role 't..rhich, as a contro.l and co - ord1no.ting body, the Econor2i.c and Socio.l Council has to 
play, with the assistance of its Socreto.rio.t in the broad s:.mse of the word, i.e. the 
Departr.1ent of Economic and SociC!~ Affairs. There nust bo no duplication of my kind 
in the work done in this field by those cmd other bodies . RathGr, we ~mst make the 
most of that work, just as we hope they will o.ls .1 7 1Ctk8 the iJ.ost of the ~10rk which we 
r:my be able to do in co-operatlon with theD. Hho.t is nore, for JiJCTAD it is ver:J 
important to arrive at so!i1o kind of co- oporntivo o.rro.ngGrilont with UNIDO to pronate the 
transfer of technological knowledge. 

Hore tho.n anything else, UNCTAD must contribute towards n true understanding of 
the problem and tha adoption of neasuros th:::t will lead to its satisfactory solution . 

Like the requisite expansion of exports, tho dovelopnent pl~ocoss as such cannot 
proceed at the necessary speed without an increasinG r..easure of technological support . 
In many of the developed countries grov1th is to.king place nuch nore rapidly than in 
the developing countries, and this is undoubtedly due largely to technology . Since 
the nost favourable environ.t'"J.ent for tho evolo.tion o.nd use of operative technology is 
not usually to bu found in developing countries, it 1s essential th-:t in every country 
and reg.J..on, as v.;ell as on the internationo.l scale, co-ordinntod and vigorous efforts 
should be made, with the help of the internationnl organizations, to f.::1ci l itate the 
transfer of technology and to closo tl1e technological gap betwo0n the two groups of 
countries . The widening of tho technological gap through inertia is one of the main 
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factors leading to the trade gap and, ultimately, to the ever-widening 5reach between 
the developing and th~ developed worl,d which we all wish to see disappear. UNCTAD, by 
its mandate, cannot stand aloof from working on the great plans that are needed in this 
field. 

This brings me to the question of a gloral development strategy, in which 
technology must hold a prominent place, since, along with trade and. financing, it is 
one of the main levers in the development effort . These and other elements must ~e 
brought harmoniously into play, since if any one of them is found wanting the whole 
effort is affected. 

In this connexion, I should like in particular to recaJ.l the creative work of my 
good friend and predecessor, D~. RaUl Prebisch, whose vision and intimate knowledge of 
the complex problems of development make him particularly well-qualified to interpret 
its .various aspects. 

\fuen we talk about a global strategy for development, we are thinking not only of 
the need to establish a set of coherent objectives, but also of the nead to formulate 
the policies which must be applied and of the machinery of co-operation required for 
carrying out those policies . 

Since the present international division of labour is not the most suitable one 
and. as a result, hinde:-s development, it is necessary to make such modifications in it 
as \.Jill make it contribute to the development process. If that is the case - and it is 
generally agreed that it is.the case- that should be the underlying idea driving and 
guiding the international drwelopment strategy. 

Development is a global phenomenon which cannot recognize frontiers. No country, 
and no people, must remain outside its scope . It cannot, however, be regarded as a 
positive factor that in the industrialized countries tho rate of development is more 
rapid than in the developing countries .. A situation cannot be allowed to continue in 
which, \.fhile per capita income in the developed countries is increasing by tens and 
sometimes by as much as a hundr ed dollars a year, it is scarcely increasing in the 
developing countries by even single dollars, and at the most ten dollars . By the same 
token, it is impossible to ignore the special difficulties which, within the Third World 
itself; confront the relatively less developed countries and the land-locked nations; 
\·Ihich should not be left lagg1ng behind the gene::.~al progress. That is a serious problem 
wit~ which the international community as a whole must deal practically and effectively . 
I have already referred to it more than once and shall have occasion to do so again . 

A basic change is a long- term ru1dertaking. vfuat is needed is a modification of 
present trends. But that will be impossible unless it is recognized that efforts must 
be concentrated on the advancement of the developing countries. Being a long- term 
undertaking, it needs urgent and devoted attention on the part of all . The primary 
responsibility, it must be repeated, rests with each individual country. Each country 
and each people oust choose its own way; but it also has the inescapable duty to pursue 
the goals it has set itself efficiently, as regards both the production, mobilization 
and use of wealth and its better distribution. These efforts must be made simultaneously 
in areas which go beyond the competence of UNCTAD, such as the demographic, employment , 
fiscu, agrarian, educational and other fields, \<There sound. policies, taking account of 
the circumsta.."lces obtaining in each country, are also needed. However, the effective­
ness of th3 international neasures that ro·e taken at the level of ill~CTAD largely depends 
on the effectiveness of those other measures which are adopted at the national level. 
But the inverse also holds true. It is necessary therefore to include among the latter 
the domestic policies chosen by the developed countries to facilitate thG growth of the 
developing co1mtrios. 
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The i nte r est of an or gani zation l i ke UNCTAD i n the pr omot ion of conver gent and 
concomitant measures is evi dent f r om thi s i nter d0pendence . All thi s implies continuous 
co- or di nati on through r egi onal , sub- r egi onal and national bodi es i n additi on to a ver y 
cl ose co- op'er ati on between all inter national or g"..ni zations . 

The aspirations of the member countries must be taken i nto account i n fixi ng the 
mai n l j,nes of the gl obal str at0gy of development; and thi s in t urn must ser ve as a 
guide for acti on i n each countr y or gr oup of countries , so that they can make thei r 
appr opriate contribut i ons to the vital task of development . 

Thi s i s the direction whi ch should be given to the second Development Decade . We 
are all agreed that one of the mai n causes of the l ack of success of the firs t Decade 
was preci sel y t he absence of a gl obal deve l opment strategy . I shall not oxpati at0 on 
the second Development Decade now, because tbat will be a subj ect f or consider ati on by 
thi s Boar d at i ts r esumed session and because we have alr eady started to deal with i t . 
Al l I wi sh to do now i s to make a br ief comment as i t i s necessary to concent r ate her e 
on the numer ous i tems that have to be dealt wi th i n thi s first part of the present session . 

I am convi nced that we ar e all determi ned to conti nue and to i ncrease our efforts as 
much as may be necessary to complete the task of formulati ng UNCTAD ' s cont ribut i on to t he 
Decade . All the member s of the Bo ar d undoubtedly fee l the mor e commi tted to t hat task 
as they under stand the f ull impor tance of our r ole in this vi tal enterpris0 . The second 
Development Decade will not be ade~uately pr epar ed unl ess thi s function of UNCTAD i n i ts 
impor tant spher e of action i s pr oper ly defined; and thi s task of definiti on i s a r espon­
s i bility whi ch r ests with UNCTAD alone . Although we ar e di ssati sfi ed at not havi ng 
compl eted thi s wor k earlier , that does not mean that no progr ess has been made . It 
should be r emember ed that the di ffi cult i es are l ar gel y due to the impor tance and com­
pl exi ty of the probl em , and to the fact that i t invol ves some hi ghl y sensiti ve policy 
aspects . It is not onl y UNCTAD but the inter nati onal comnunity which has been unabl e 
to r each agr eement on all the objecti ves and pol icies that must be promoted over the 
next few years i n the ar ea within our competence . I am confident that ther e will bG a 
meeti ng of wi l l s that ~dll enabJe us to make realist i c and r api d pr ogr es s, alt hough they 
may not all s i multaneously mani fest themsel ves at th:5_s stage of pr epar ation fo r the 
Decade . vJhat has to be done novJ is to put the f inishing touches to the basi c structure 
needed f or maki ng this prepar ator y \.ro r k eatier . 

We all want UNCTAD, wi th vi sion and at the same time a sense of r eality , t o hel p to 
gi ve t he Decade a vi gor ous thrust towcu~ds the future , a fo r war d look , that will make i t 
dynami c . 

From a r eal isti c and obj ecti ve standpoi nt, ther e i s no doubt that we have a Hi de­
r angi ng progr amme of act i on, parti cular ly if we carry out al l the agreements alr eady 
r eached , to the poi nt wher e they are ef fect i vely implemented and i f, i n addi t i on, ther e 
i s evidence of a firm intenti on of r eachi ng as soon as possi bl e , agr eement.s on matt.e r s 
whi ch wer e l eft i n suspense at the second Confer ence . To a ·gr eat ext ent , thi s progr amme 
already exi sts : what it needs i s a mor e concr ete approach and a mor e harnonious 
str uctur e . He have , mor eover ; the i nstr uments needed to t r ansl ate our common i deas 
into reali ty . I t i s, however, e s senti al that the i ntenti on to r each new agr eements 
should be f irm and serious . Other wise , ther e would be no sense in preparing f or a 
new Devel opment Decade . 
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It is neither necessary nor d0sirable to wn.it until the second Decade is officially 
inaugurated before advancing further in this direction, towards the fulfilment of this 
progTamme. Hhat we propose to do during this first part of tha Boo.rd 1 s session is proof 
of this. Then, at the resumed sossion, we shall :return to these rnattars and we hope, 
be able to see what lies ahead with sufficient clority and precision. 

Mr . President, at the beginning of this ninth session of thG Board - the first 
session I am attending in my present capn.ci ty - I have taken the liberty of making 
this statement in order c,o help in the establishment of a W3ll bale-need and selective 
approach to the important problems with which the Board is f'lced and Hhich, as the 
principal organ in UNCTAD's continuing machinery, it must consider :md must do what it 
can to solve. The Board's responsibility is vary groat, and for that reason the 
Secretariat is ~~ways ready to <.,ssist it in its effort continually to improve both its 
own functioning and that of its subsidiary bodies, in the li6ht of experience . 

In the same way we in the Secretariat are resolved to give every possible help, by 
every means at our disposal, to ensuro that the noxt Conference is organized and carried 
out in the conditions most conduci ve to its success . Ono of the greatest contributions 
\-Te cm all nake is to try to c.void any confrontations from arising between the several 
parties that go h3yond those which may servtl to establish positions facilitating the 
search for formulae of conciliation . If our endeavours lead to clear and continuing 
progress, we shall derive fron the fact a real sense of nchievement vmich will be of 
benefit to all, because development is everyone's r:!oncern. It should be stressed that 
this undertaking admits of no interruptions - let alone for passing circums~nnces. It 
is a task which cannot be postponed, and which demands a creat da~l of tenacity and 
firmna s s as 1wll as an ·interplay between the sense of rer.:li ty wd the senso of ur g.:mcy. 

In all of this, it is necessary to intensify and di versify the efforts aimed at 
creating in e~l quarters in each country, a bToater underst~nding about trade and 
development problens not only to obtain the indispensable support of public opinion but 
also a more active participation of all s.:;ctors in this process of advancement. And 
perhaps the principal endeavour in this respect should b0 to incorporatG the younger 
generations in this undertaking so that they can fully sontribute to a new order of 
things in \-That, after all, \-Till be their \.Jorld. 

The present situation of developmGnt is very far from S'ltisfactory, o.nd this should 
pr ompt us to act more vigorously and effectively. It is opportune to recall in this 
respect that 1nthin this very hall, United Nations Secretary-General U Thant has more 
than once pointed out the importance of intensifying economic and social efforts as a 
key means of building and consolidatin_; pe~cG in the \·rorld. And, not too long ago, 
during his memorable visit to Geneva, Pope Paul VI also made a similar appeal stressing 
that the new name of peace is development . Their voices, like other also highly 
respected ones which have been raised for this same purpose, faithfully reflect the 
aspirati ons of peopl es ever ywhere . 

Mr . Pr esident , the stage which our work has reached i s a very arduous one, althoush 
it can be very pronising if we o.re prepared to decide and act . The road to be followed 
is clearly marked out . But we must move along it resolutely, in the conviction that 
He can and must help to raise the di gnity of man and promote the well- being of all 
peoples - and more particularly of the peoples th~t ~ost need it . 
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INTRODUCTION 

1. In' its C:eDision 30 (II) the Conference decided to continue in existence the 

Inter- governmental Group suitably expanded. Expressing its appreciation of the 

reports of the Inter-governmental Group on supplementary financial measures,!/ the 

Conference instructed the Group to consider and attempt to resolve certain outstanding 

issues. The Conference also instructed the Group in the light of this· attempt, to 

work out measures for supplementary finance and to report to the Trade and Development 

Board no later than its ninth session. 

2. The present report is the result of the work undertaken b,y the G~oup in conformi~y 

with the above mandate. ·· The Group Wishes to emphasize that its work has been greatly 

facilitated by the WTi tten and oral information submi tt.ed. to it by .. the secretariat of 

UNCTAD and the staffs of the International Bank for Reconstruction and Development (IBRD) 

and the International Monetary Fund (IMF) in response to questions posed to them. 

J. During its discussions the Group has attempted to clarify certain aspects of 

a suppl.ementary financial ,mechanism. a~ pr?pos~d by the ~B~ staff in r .esponse to 

recommendation -~rv . l8 of the first Conference. Its findings on this topic are 

summarized in chapter I of the present report. 

· 4. The Group has also examined certain questions associated with proposals made . . 
by some members of the Group as ·alternatives to the proposals of the IBRD staff. The 

views of the Group on this subject are set out in chapter II . 

5. The conclusions reached by the Group folloW:iilg its'attempts to work out measure~ 

for supplementary f~n~ce.are.i~cluded in chapter III of the report. 

6. Chapter IV deals with organi2ational matters. 

1/ "Intergovernmental Group on Supplementary Financing: Report on its first 
session" - TD/B/C.J/41-TD/B/C.J,/AC.J/16; 

"Report on its second session" - TD/B/C.J/44-TD/B/C.J/AC.J/17; 
' 

tal 
Nations publication, 
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ISSUES ARISING FROl1 FURTHER CONSIDERATION OF THE IBRD STAFF SCHEME 

(a) The definition and method of assessment of reasonable expectations 

7. This issue is dealt wit.h in paragraphs 4.2 to 57 of TD/33/Rev .1. The advantage 

claimed by many members of the Group for an eiport norm is that it is related directly 

to the planning process 1 and thereby provides a 1.ase froiJl. which the di::ruptive effects 

of export shortfalls can be assessed fairly clearly and without delay . The opinion was 

also expressed that these objectives, w!~ch are an es~ential part of the Scheme 

according to their · interpretation of recommendation A. IV .18 of the first Conference., 

can only be met by employing objective criteria. Some other members of the Group a~e, 

however, of the opinion that · shortfalls measured from an export norm in the form of 

projections agreed in the context of a plan could not provide a satisfactory basis for 

determining the amount of assistance to be provided by the administering Agency, and . 
consequentially for the determination of financial commitments by Gover nments . These 

members consider that the objectives of recommendation A.IV. l8 could be achieved by 

allowing the Agency discretion to assess requirements for supplementary finance according 

to the circumstances of individual countries and the merits of each case . (Proposal? 

along these lines are discussed in the next ·chapter.) 

(b) The development progr~~e. policy understandings and consultations 

8 . These issues are dealt with in paragraphs 20 to 41 and 76 to 78 of TD/33/Rev.l. 

In addition the Group sought information from the Bank and the Fund as to the extent to 

which .the consultation procedures presently employed by these two institutions could 

encompass the purposes of'the IBRD staff Scheme, The representative of the Fund stated 

that the Fund .conslll.:tations can be broadly divide'd--lnto· (a) animal consultatio:n..s, and 

(b) consultations associated with the use of Fund resources. The former, which constitute 

the basin for a continuing dialogue between the Fund and its members, consist of a 

systematic review of the major elements of the menber's economy including an evaluation 

of past e~~::r1 c developments and a..."l c..ppraisal of the policies being follm-Ted . Such 

discussion~ centre on policies to maintain ~alance of paYQents equilibrium while 

promoting growth in a frffiaework of financial stability. 

9 . The representative of the Fund statad that consultations associated with the use 

of Fund resources are nor.mally related to the formulation of a programme of action 

describing the main lines of policy proposed and the measures already taken. Such a 

programme constitutes a consensus between the member and the Fund staff on policies 
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agreed as appropriate to the circumstances, and is reviewed by the Fund 1 s Executive 

Board, whose decision reflects the collective judgement of the Fund's membership that 

the policies adopted are adequate and constructive. In making its resources available 

the Fund is guided by certain policies which make the availability of resources 

progressively more conditional on a justification for the use of such resources and 

on undertakings to take remedial action. These policies range from the quasi-automatic 

use of resources in the "gold tranche" to the use of resources in the higher "credit 

tranches 11 where substantial justification is required and the country makes important 

policy undertakings. 

10. The representative of the Bank stated that the consultations envisaged in the 

scheme could be accommodated within the present framework of consultations although, 

given the objectives of the scheme, i.e. speedy assistance to preclude plan disruption 

from unexpected export shortfalls, more attention would need to be paid to the export 

aspect . Furthermore, close co-ordination between the adndnistering Agency and the 

World Bank Group and the Fund would be necessary in their respective fields of expertise. 

(c) Adjustments 

11. This issue is dealt with in TD/33/Rev .1, paragraphs 73 to 75. 1tli th respect to 

the points of view and conclusions contained in these paragraphs the opinion was 

expressed that narrow limits of resources of developing countries did not in practice 

leave much room for significant adjustments. It was nevertheless the consensus . of 

the Group that certain adjustments would probably be possible and that these should 

be carried out by the country in consultation with the Agency. 

(d) Relationship between supplementary finance and the IMF compensatory financing 
facility 

12. Different aspects of this relationship are dealt with in TD/33/Rev.l, paragraphs 70 

to 72 (recourse to Fund resources) and paragraphs 45 and 4.6 (export projections). The 

Group, with the assistance of the representative of the Fund, addressed itsalf to the 

following main issues: (i) the relationship between growth and financial stability, 

(ii) the method of assessment of export shortfalls, (iii) the determination for 

recourse to compensatory financihg facility versus supplementary financing. 

13. (i) The relationship bet\veen growth and financial stability 

Over the past two decades the Fund 1s experience has shown that inflationary 

processes, ·if unchecked, result in serious price distortions resulting in a 

misallocation of resources. An overvaluation of the currency, in particular, hampers 
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the expansion of·exports and ·the.development of import-competing industries, and such 

".ev0lopments can lead to se:r:ious balance of payments problems. The Fund has thus 

found ~~ch evidence to support the conclusion that aspirations for growth are best 

realized· within the·· fraill.9work of financial stability. 

lL1- ·· An annual financial programme can facilitate the harmcnization of growth and 

financial stability in. seeking to balance aggregate demand.on reso~ces with their 

availability and thus to . avert undue strains ol'.l. the internal. priae level and the 

balancG of payments. The Fund has played an. import apt role in assisting countries 

in the fornulation of such programmes •. 

15. The use of Fund resources during the adjustment . process has helped to overcome 

balaoce-of-paymentA difficulties but was not specifically intended to help finance 

development. It has, hm-mve:c, serv~d development efforts by helping to maintain an 

acequate level of imports and by fostering. confidence in. the management of the economy. 

1'his has also facilitated· the continuing flvw of ex-ternal resources. 

(ii) 'I'he method of asse..s._§ment of eXport shortfalls 

16. Differences in practice i~ the method· of assessment of shortfalls between the IBRD 

staff Scheoe and the Oonpensato...ry. financing Facilit-y o.f the ·Fund are related to their 

:i:espective objective's which are reflected in differ.ent concepts. ·of export norms. This 

had already been explained in the Secretariat paper (TD/B/C. 3/ AC.3/5). statistical 

JLudies made by the Balli( and Fund staffs showed that there could'be considerable 

Jifferences in the shortfalls achieved according to the formula u,sed. It·. would, for 

e:ample, be possible because of these differences in calculations and · concepts for a 

:1hortfall of one 'kind ·co oc'cur without there necessarily having be·en a shortfall of the 

otb31.': kind. 

(iii) T:le (:~termination for recourse· ·to compensa.torv financing facility versus 
_s}:ill]2lementa1:y finB.!\Ci.D.E 

:.7. The Fund must be satisfied that a member making d;r.awings under the Oompensatory 

Financing F2cili ty vrill· cc-operato with the Fund irJ efforts to solve its balance of 

pa~ents difficulties. 'fhe represe!ltati ve of the :Fund stated. that drawings under the 

IJompensatory Financing Facility ar.e subject .to defined. c::m.di tions as to charges, limits 

to the s.i~e. of dr·awings and the , acceptance of repurchase obli.gations. .Another provision 

of the facility relates to the. policies of the member. A coo:parison of these aspects 

of the Col!lpens.atory Financing Facility with the practice which might. be foll.oued under . 

a ::mpplementary financing scheme is difficl.Ut until the prt;tetices of the latter have been 

determined. 
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18. As regards the relationship between the Compensatory· Financing Facility and a 

scheme of supplementary financial measures, from the point of view of the balance-of­

payments assistance provided by the Fund, it would be more compatible if the countryts 

needs were considered after taking account of any financing assistance of a long-term 

duration. Moreover, the specific purpose of the Compensatory Financing Facility that 

of smoothing export availabilities, might be lost lf such financing were used as a 

partial contribution towards the realization of prior export expectations. 

19. Comments by the Bank and Fund representatives lent support to the view that in 

practice the relationship between .the operation of the Compensatory Financing Facility 

and supplementary financial measures would be a matter for close consultation and 

co-operation between the Agency, the Fund and the Bank, and the countries concerne4. 

(e) FinanciaJ. implications of supnlementa;r.v ;t:in@CQ, inpJ,uding, the determination. in 
quantitative terms of the disruption resulting from export shortfalls 
I 

20. Tjle financial implications of a supplementary financing scheme are considered 

in pafagraphs 85 to 88 of TD/33/Rev.l. The estimates of the cost of the IBRD staff 

Scheme given in TD/33/Rev.l are based on an examination of the period 1957-1963. The 

representative of the Bank reported to the Group that more recent estimates by the 

Bank staff based on larger samples of countries and for a longer period (1957-1967) 

indicate that an amount of not more than $300 million annually would be required for 

an initial five-year period. 

(f) Genera1 discussion 

21. Representatives of developing countries members of the Group stated that they had 

come to the present session of the Group, after several years of discussions, in the hope 

of reaching a meaningful agreement with developed countries on a possible scheme of 

supplementary finan~ing . ... In this connexion they stressed that, although they supported 

the IBRD staff Scheme in principle, they were prepared to approach the different elements 

of such' a scheme with flexibility. They subsequently invited developed countries members 

of the Group to state their position as clearly as possible on the IBRD staff Scheme or 

any other scheme considered to be acceptable by them. 

22. In response to this appeal, several representatives of developed market economy 

countries members of the Group, while agreeing with the need for a flexible approach to 

this question, stated that, although the IBRD staff Scheme was a valuable aid to the 

Group 1 s discussions, they would not be in a position to accept a scheme along the lines 

proposed by the Bank staff. Most of them expressed a preference for considering a 

discretionary arrangement. 

23. The views of representatives of developed market economy countries members of the 

Group are reflected in subsequent sections of this report. 
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ALTERL~ATIVE PRJPOSALS FOR SUPPLEMENTARY FINANCIAL:.. HEASURES 

24. At the: first session of the expanded Inter- governmental Group the secretariat 

was asked to undertake an analysis of the alternative scheme outlined in 

Chapter IV, section A of TD/33/Rev.l. The main characteristics of this simplified 

scheme, as outlined in that report are as follows: the scheme would omit export 

proj ections and any prior understanding on policy matters . A determination as to 

whether a decline in export receipts was a shortfall from r easonable expectations 

would be: made by an agency ex post on the basis of certain establi shed guidelines. 

After determining the amount of the shortfall in accordance with these guidelines, 

the Agency wo1lid take into account a number of consid6rations in order to arrive at 

a decision on the amount and ~erms of assistance. There would b8 a close 

connexion with the IMF Compensatory Financing Facility, and close co - operation 

betwe~n the Agency and thd Fund. The secretariat's elaboration and analysis of 

this scheme and modifications suggest~d at the fourth session of the Group 

(document TD/B/C . 3/27) wer e welcomed by the Group and served as a basis for the 

discussion of possible variants of or modifications to t he IBRD staff Scheme. 

The r epresentat ive of one developed market . conomy country member of the Group 

stated that a decision on the need, f easibility and essential characteristics of a 

suppl8mentary financing scheme could not be taken in abst ract terms, without 

first working out acceptable and specific fGa~ures of such a scheme. In 

his view, th~:- discretionary scheme had not yet been f 11lly \oD rb.:d out and tharefor""' 

he felt unable at this stage to tnk~ a definite position. 

25 . The comments and suggestions of othbr members focus ed on the following main 

elmaents. 

(a) The determination of the shortfall 

26. Some members of the Gro~p expressed the view that an export norm in the form 

of a projection was no~ n8cessarily the most appropriate means for measuring or 

determining a shortfall in export receipts ; . for the.se members. the determination of 
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the shortfalls should ba ex post and thG decision as to the appropriate l 0vol of 

compensation would be based upon a case-by-case examination at the time the need 

arisE-s. Some of these members thought, howsver, that objective criteria, such as 

t he average level of exports of the two preceding years and r elevant aspects of 

the development plan or progrruJGJ£, should be taken into account,. The Group 

r ecognized that an ex post discretionary schera0 would represent a substantial 

departure from tho concept underlying the IBRD staff Scheme. In the view of some 

member s , such a schemE> would also r . .;pr esent a departure from the basic obj 0ctiv'"' 

of r ecomnendation A.IV.l8. Other memb~rs, however, did not feel that this was 

necessarily the case. Concern was also cxpr essl,jd that a discretionary scheme 

would result in delays and would reduce "Lhe ol ement of assurance of assistance 

aimed n.t the prElvention of disruption of development progr.'lillDl.3S. 

(b) Other possi le causes of disruption 

27 . The point was made by a few members of the Group that in the case of a 

discretionary schem8 ained a t avoiding thE- disruption of development plans or 

programo.es, ther e is no compelling r eason to limit th-:; compensation to overcoming 

the effects of uncxp~cted expor t shortfalls. 

(c) The adninistcring Agency and it s r elations with the participating 
countrias 

28. It was recognized that in the case of a discretionary scheme tho administering 

Agency would have to evolve its technique of operation on a pragme.tic basis. The 

view was expr essed that because of the nature and quality of its operations and of 

its long experience the World Bank Group was undoubt~dly the most suitable 

institution to administer a scheme of ~his kind. In particular the existing 

framework of consultations betwc0n the ' . .Jorld Bank Gr oup and the potential r ecipient 

countries would provide a basis for the uost effective and c:quitabl e administrat ion 

of the scheme. 

(d) The financing of a discretionary sch8IilO 

29. It was recognized that there ar e a nunber of questions in r~spect of tho 

financing of a discretionary schem0. A study by the UNCTAD secretariat suggested 
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that the cost of the schama outlined in Chapter IV, section A of TD/33/Rev.l would 

be of the order of $200-250 million per annum. Some members express~d the view 

that the amount of resources provided for supplementary financing could not be 

determined independ~ntly of the total future resources available to IDA and in 

particular prior to determination of its third replenishment. It was the general 

consensus of tho Group that it would be of little value merely to divert 

available r esources fron basic developnent finance for tho purpose of supplonentary 

financing. 

The proor±cty of supplementary financ E: 

30. One member of the Group, 1.-rhilst r ecognizing that disruption of dcvelopmcmt" 

by unforeseen circunstanccs can posz s~rious difficulties for developing countries. 

said that in his view thes0 difficulties, if of a long- tem natur'"', could not 

appropriately be dealt with by r::hjas·.lrGs for supplementary financing. Provision 

already exist s , though tho IMF Compensatory Financing Facility, to alleviate 

short-run balance- of- paYm-ents difficulties r esulting from a shortfall in c:.xport 

8arnings. Protract-:;d balance- of- payncnts problems would be most properly solved 

through int'-'rnat ional co,umodity arrangements, to ~nsure access to world markets 

at r emunerative prices , as well as structural adjustments in th~ economy of a 

developing country. Another member suggested that 0v~n for structural adjustments, 

financial resourc0s arc naedod, which could b8 provided t hrough supplementary 

finar1cing . 

31. One member of the Group r 8stated his position with r egard to the conceptual 

distinction botw~2n supplementary financing and the organization of markets . 

He considered that sfforts to find a purely financial solution to problems which 

arise because of the current system of trade r el at ions between industrialized . . 

countri:::s and prinary connodity producers are not addressed to the basic causes 

of the difficul~i0 s which they are intended to r~solvc. 

32. 'In this context', the inportMcs ·of tho outcome of t he studies on coiillilodity 

policies at pr~scnt under way in IBRD and n~ wRs s~r~ssed by somu DGmbers . 
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Chapter III 

CONCLUSIONS 

33 . In accord with recommendation A.IV.l8 of the first Conference and decision 30 (II) 

of the second Conference, the Group has considered the proposals and ideas put forward 

to it including the scheme prepared by the World Bank staff and alter~ative proposals. 

The developing countries and two developed market economy countries members of the 

Group believe that the IBRD staff Scheme represents the most reasonable approach to 

supplementary financing but being cons~ious that at the present stage its general 

acceptance appears improbable, agreed to discuss the main elements of a discretionary 

scheme. Two members of the Group restated the reservations they had entered at the 

first Conference and on subsequent occasions concerning the principle of supplementary 

finance . 

34. The following text represents the conclusions of the discussions held within the 

Group and is forwarded to the Trade and Development Board to be taken into account in 

its further conisderation of supplementary financial measures pursuant to decision 

30 (II) of the second Conference: 

(i) Arrangements for supplementary finance can be designed to help meet the 

problem of disruption of development arising from adverse movements in the export 

proceeds of developing countries. 

(ii) Supplementary financial measures should be administered within the World 

Bank Group in consultation with the International Monetary Fund . 

(iii) In the operation of any supplementary financial measures discretion should 

be left to the Agency so as to ensure the best possible adaptation to the merits and 

needs of each case in meeting the objectives expressed in paragraph 2 of decision 30 (II). 

It can be expected that on the basis of the experience gained in the operation of 

supplementary financial measures appropriate objective criteria will be developed so as 

to provide reasonable assurance of help to protect a country's development plan or 

programme against the effects of export shortfalls. The Agency would take into account thr 

development plan, including its targets, and all information relevant to the objectives 

of supplementary financial measures. 
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(iv) Any understandings involved in the operation of supplementary financial 

measures should be no different in character from those which now arise in the 

relationship~ between the Bank and member countries . 

(v) It is the general consens~s of the Group that it would be of little value 

merely to divert available resources from basic development finance for the purpose 

of supplementary financing. The cost of a discretionary scheme cannot be estimated 

pending the preparation of-a scheme.1/ 

1/ The cost of one version of a hypothetical discretionary scheme if operated in the 
period 1954-65 would, according to estimates by the UNCTAD secretariat 
(TD/B/C.3/AC.3/27), have been in the order of $200 to $250 million per annum. 
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Chapter IV 

.ORGANIZATIONAL V~TTERS 

35. The . qession was opened on 23 Jun~ 1969 by Hr. M . . Mermolja (Yugoslavia), 

Chairman of t~e Gr9up. The Vice-Chairman and Ra~porteur was Mr: A. Dunltel 

(Switze~land), who was elected to that. office at the Group's fourth session. 
. " 

36. Seven meetings were held between 23 June and 3 July 1969 . · 

Adoption of the agend~ 

37. The provisional agenda circulated before the session (TD/B/C . J/AC.J/26) was 

adopted vrithout change and is reproduced below: 

1. Adoption of the agenda 

2. Issues raised by the Conference: 

(a) The definition and method of assessment of reasonable 

expectations 

(b) The scope , nature and acceptability of the understandings 

between the administering agency and individual participant 

countries on their development programmes and the policies 

to be adopted in order to carry them out 

(c) The measures to be taken by countries applying for assistance 

(d) Relationship between supplementar)_finance and the IMF 

Compensatory Financing Facility 

(e) Financial implications of supplementary finance, including the 

determination in quantitative terms of the disruption resulting 

from export shortfalls 

3. Alternative proposals for supplementary financial measures 

(a) A simplified scheme 

(b ) Refinancing the Fund Facility 

(c) The propriety of supplementary finance 

4- Other issues raised within the Group 

5. Report to the Trade and Development Board at its ninth session 

6. Other business. 
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38. All the members of the Group were represented at the fifth session, as follows: 

Afghanistan, Argentina, Australia, ~razil, Canada, Ceylon, Chad, Chile, Federal 

Republic of Germany, France, Ghana, India, Italy, Japan, Nigeria, Pakistan, Poland, 

Sweden, Switzerland, Tunisia, United Arab Republic, United Kingdom of Great 

Britain and Northern Ireland, United States of America, Uruguay, Venezuela, 

Yugoslavia. 

39. The following States members of the Conference sent observers to the session: 

Austria, Belgium, Central J.frican Republic, China, Colombia, Congo (Democratic 

Republic of ) , Cuba, Denmark, Ecuador, Finland, Gabon, Israel, Jamaica, Kuwait, 

Madagascar, Nepal, Netherlands, Norway, Peru, Philippines, Republic of Korea, 

South Africa, Spain, Thailand , Turkey, Uganda . 

40. The following specialized agencies were represented: International Bank for 

Reconstruction and Development, International Monetary Fund. 

4l. The following inter-gover.mnental bodies were represented: European Economic 

Comnunity, Organization for Economic Co-operation and Development. 

42. The list of participants is contained in document TD/B/C.3/AC.3/I~7 . 3. 

Organization of work 

43. The Inter-Governmental Group had before it the following doc1rments in 

addition to the material submitted at the first four sessions of the Group which 

was r·elevant to the deliberations at the fifth session: 

TD/33/Rev . l 

TD/B/200 
TD/B/C.3/53 
TD/B/0.3/ AC.3/25 

TD/B/C.3/AC.3/26 -

TD/B/C.J/AC.3/27 -

Report of the Inter-Governmental Group on 
Supplementary Financing to the second session 
of UNCTAD 

Report of the Inter-Governmental Group on 
Supplementary Financing on its fourth session 

Provisional agenda and annotations for the 
fifth session 

Supplementary financial measures: an analysis of 
Scheme A in chapter IV of the report of the Inter­
governmental Group on Supplenentary Financing on 
its third session - study by the UNCTAD secretariat 
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TD/B/C.J/AC . J/28 - Hypothetical case studies in supplementary financing -

H 

11 

Report by the UNCTAD secretariat 

· 28/ Add .1 n 11 A case study of 
28/ AdQ.. 2 11 11 A case study , of 

Ceylon 
Colombia 
Ghana 28/Add.J " 11 A case study of 

28/Add.4 if 11 A case study of Sudan 

Adoption gf the report of the Group to the Trade and Deve1o£!D:ep.t Board 

44. At its 60th meeting on 3 July 1969, the Group adopted the present report on 

its fifth session . 



Sir Denis Rickett September 4, 1969 

Andrew U. Kamarck 
SFP 9 

Attached Letter from !1r. N. A. S~~ II 6- ~-

Attached is a copy of a letter that just came in from 

Mr. Sarma. I believe you may find this of interest. 

cc : Messrs. Friedman v' 

Sacchetti 

AMK/vhw 



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
C.Lio A.Jdn., -INTBAFRAD 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
C.Lio A.LJ-,- IN 0 EYAS 

lB18 H Street, N.W., Washington, D. C. 20433, U.S.A. 

Geneva, 1 September 1969 

Dear Mr. Kamarck, 

In his statement to the Board, the Italian representative 
referred to a bill under consideration in Italy for interest free 
loans with respect to IDA replenishment. The original version of 
his statement in French follows:-

"A titre d'exemple, je suis heureux de vous confirmer 
que le Parlement italien est en train d'approuver un 
proj et de loi concernant le deuxieme (replenishment' IDA. 
Ce projet en effet prevoit la po 3sibilite d'octroyer 
des pr~ts sans interet dans l'attente de l'entree en 
vigueur de l'accord multilateral." 

Today Switzerland explicitly stated its support to a scheme 
of supplementary financing. 

Sincerely, 

N. A. Sarma 

Mr. A. M. Kamarck, 
Director, Economic Department, 
International Bank for Reconstruction 

and Development, 
1818 H Street NW, 
Washington DC 20433. 
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TD/B/270 
24 July 1969 

Original: ENGLISH/FRENCH/SF .AlHSfj 
United Nations Conference on Trade and Development 

TRP~E A1~ DEVELOPMENT BOARD 
Ninth session 
Geneva, 26 August 1969 
Item 6(b) of the provisional agenda 

GROWTH, DEVELOP}-1ENT FINANCE AND AID 

(b) F.EPORT OF THE COJ:iilvUTTEE ON INVISIBLES 
AND FINru~CING RELATED TO TRADE ON ITS 

THIRD SESSION 

Comments by Governments on the possibility of convening an inter­
governmental group to consider the question of establishing 

a multilateral interest equalization fund 

Report by the UNCTAD Secretariat 

1. At its third session, the Committee on Invisibles and Finru1cing related to Trade 

authorized the Secretary-General of UNCTAD to consult member Governments with a view 

to exploring the possibility of convening an inter- governmental group to consider the 

question of establis~ing a multilateral interest equalization fm1d to cover the interest 

margin between loans obtained on international capital markets and concessional 

development loans, and to report thereon to the ninth session of the Board (see 

document TD/B/236, para. 36). 

2. By a note verbale dated 18 April 1969, the Secretary-General of UNCTAD invited 

the C~overnments of all States members of UNCTAD to submit their comments on this 

matter. 

J, At the time of issuance of this document, thirty-three Governments had replied to 

the note verbale. Of t:rese, sixteen stated their view that the convening of an inter­

governmental group would be useful; nine were not in favour of constituting such a 

group; and eight had no objection to its establishment. 

GE .. 69-17037 
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4. Three of the Governments not in favour of the group expressed their agree::1ent 

to its establishment if a ~ajority of the UNCTAD membership so desired. One Government 

not in favour said that it would reinew the question of its own participation if a 

majority of the States members desired. to estab)ish the group. 

5. One Government having no objection to the convening of an inter-governnental 

group stated that it would be unable to pa~tic~pate in the work of the latter, if 

constituted. 

6. The substance of the commGnts received fran Goverlliuents to date is reproduced 

in the present doc1..1nent for the infomation of menbers of the Board. 

II. 

III. 

IV. 

SUMMARY TABLE OF GOVERNHENT REPL:.t:EsJ/ 

In favour 

No objection 

Unconditionally against 

Condi ti.onally against 

Ceylon, Colonbia: Cyprus, Ecuador, Ghana, 
Indonesia, Israel, Ivory Coast, Malta, 
Mexico, Niger: Pakistan, Republic of 
Korea, Swaziland~ Venezuela, Yugoslavia 

Carneroon .• Hungary, Kenya} Lebanon, 
. .Madagasca.:c :· l11auri tani'a;· Ne111·-Zealand, 

Norway 

Australia, B13lgiWJ, Italy, Je.pan, Spain: 
United State:: of Jl.nerica 

Federal Republic of Ge~any, France, 
Netherlands 

16 

8 

6 

3 

Total 33 

~ .. 

1/ The summary table is for indicative purposes only and is not intended as a 
conplete statement of the vie-ws of the gove:;:nnents concerned. The table should 
be read in conjunction with the respective statements given below. 
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Conuni ttco on InvisibL.s and Financing rolatcd to Trade carli0r this year 1 it is the 

viow of the Australian Gov~rnn0nt that no usGful purpose 1-muld be sorved by 

convening an inter-governmental group to consider tho question of establishing a 

multilateral interest 'equalization fund to cov~r tho interest margins botweon loans 

obtained on international capital markets and conccssional development loans . This 

proposal he.s been discussed extensively within UNCTAD sinc,, i t was first sutmitt<~d 

to th0 1964 Conference by Nr. D. Horowitz, Govarnor of t he Bank of IsraGl. Thcso 

discussions havo rr-v al,,d t hat th~, proposc.l r o.is '-'s rrw.rw difficul t i ..;s both of a policy 

nature: and from a practical point of vi.;:w. Th.:: Australim Gov0rrun.cmt thon:;for_ 

doubts whether it W01lld ll..; advisabl\.:- to pursue the proposal any further at this stago. 

It is felt t hat tho int0rnational community could more profitably direct its attention 

towards oth0r ways and means by which the n"'~ds of the dcJ'eloping countrias for mora 

davelopm ... nt assistance on conce:ssional torms could bo m'-' t 11 • 

BELGIUM 

Lotter from thu Pe rmo.n-.: nt Representative of Belgium to the Int0rnational 
Economic Conferences, dat~d 26 Juno 1969 

11 I ha.vo the honour to acknowlc,dgo r eceipt of yoJ..r communication , datvd 

13 April 1969, in which you invited ~h"' BGlgian Govcrrun~.:;:nt to make known its views 

concerning thG possibility of convcming an Intorgovcrnmcmtal Group to considor t he 

qu,:;stion of establishing a multilateral inter.::st. -.-qu.alizat ion f und. 
11 Aft ._r rc:considGring t he mattvr, the Belgian Gov._,rnm~nt s1-ill b.sli..,;vos t hat tha 

convening of such a group wo uld not b..: advisabl~. 
11 In i cs statement on this suoj c,ct at the: s.:cond s;;;.ssion of tho Commi ttoc on 

InvisibL.:s and Financing relat ed to Trade, thiJ B.::: lgian d .:o l ogation cloarly stated 

Bclgium 1s views r ogerding the idea of introducing 3ny aQtomatic and generalized 

equalization of int0r ost ratGs . 
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"The conclusion of that statement, the t ext of which i s enclosed, was that, in 

tho view of t he Belgian Government, the best way of Gnsuring the transfer of 

capital to the developing countries on liberal terms was to make use of budgetary 

funds, and, by that, we wer e r ef erring in particular to the replenishment of the 

r s sources of IDA. 

"In addition to the arguments advanced in t hat statement, which we believe are 

still entirely valid, I should like to put forward a f ew additional considerations. 

"I propose to ignore the probl em of the various difficulties involved in 

the t ransfer to the dovaloping countries , t hrough t he financial markets , of part 

of the savings of the dev5loped countries. 

"In view of what I have just said r egarding t he r eplenishment of IDA resources, 

the burden of interest on loans grant8d to t he developing countries by the Bank 

at market rates is lightGr in t h.:; case: of a number of those countries (e. g., India, 

Pakistan, Cameroon, Tunisia, Senegal, etc. ), which also r eceive IDA loans. 

nThis applios also to the r egional development banks, which have for some t ime 

been doing all they can t o increas e th<::ir r esources , not only by issuing loans 

on tho capital markets of the developed countrL:s but also by setting up special 

funds with capital cont ributed by those countries on liberal terms. For inst anco, 

tho Inter-American Developm~nt Bank has managsd to keep t ho av~ragc inter~st rate 

on all loans at slightly over 4 per cent, by adding to its r esourcos accruing from 

loans those of its Special Operat ions Fund. 

"Lastly, we should not overlook the fact t hat consideration of a plan to sot 

up a mult ilateral intcr ost equalization fund would raise serious problems, namely: 
11 (1) The problem of the establishment of priorit i es by the dcvolopE::d countries. 

Interest r ebates must be r egarded as grants; this moans t hat the 

contributions of t he developed countries to t ho multilatoral fund compete 

with other categories of aid \.;hich those countries ar"' already giving in the 

form of grants; 

"(2) Tho problem of the difficulties inher ent in applying a generalized system of 

inter est r ebates. 

These difficulties may arise from the need to take into account: 
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"(a ) Tho economic and financial situation of t he countries r eceiving l oans 

from t he internat ional body, particularly as r egards their debt-servicing 

capacity; 

"(b) The nature of the project s to be financ ed by t he loans in question. 

Differ ent financing terms are r equired depending on whether the proj ects 

concerned offer a quick ret urn from a balance-of-payments or development 

standpoint, on the one hand., or a more long-term or deferred r eturn or 

a return in terms of infrastructure , on t he other. 

"The foregoing constit ut e;; , I believe , the r easons which have l ed the Belgian 

Government to deem it pref erabl e no t to convene an Intergovarnmental Group t o 

consider t he possibility of establishing a mul t ilateral inter est equalization fund; 

the work of such a group would inevitably prove disappointing." 

''Mr. Chairman, 

fiNN EX 

St atement made by the Belgian delo5ation 
on 14 April 1967 

"Allow me t o firs t express my grat i tude for the r eport by the Group of Experts 

on t he economic and financial probl ems involved in t he Horowit z proposal, and similar 

schemes and possible variations, including any consequences t hey may have on other 

methods of bringing about the t ransfer of r eal r esources on concessional terms to 

the developing countries. 

"I should also like t o t hank Mr . Dell for hi s very cl8ar statement this morning, 

which will help us in considering t he r eport of t he Group of Exper t s. 

"I do not propose to dwell on t he working of t he .Horowitz proposal, which has 

been \-/ell d o scribed in the World Bank 1 s r eport and summarized in paragraph J of 

the r eport of the Group of Experts. In order t o implement the Horowitz plan it would 

be necessary for the Governments of the developed countries t o enter into various 

commitment s. They ¥Ould have t o: 

"(a) guarantee r epayment of pri..J?.cipal and payment of inter est on loans to be 

made by IDA; 
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11 (b) guarantee the possible r efinancing of such loa.11s; 

"(c) contribute to the interest equalization fundj 

cr (d) undertake to authorize borrm.ring on th8ir own capi tal markets . 

il Jtfuereas t he first three long-term commi tmcmts raise l egislative and, more 

particularly, budg~tary difficulties, the undertaking r elat ing to access to capital 

markets is, so far as most of tho developed countries are concerned, dependent on 

various factors such as the capital market situation, the balance-of-payments 

position and the internal development r equirements. 

"Tho r eport clearly shows tho major difficulties involved in us ing capital 

markets to accelerate the t ransfer of r esources to the developing countries. 
11The Group of Exparts considers that the only way of providing the large 

amoun~of soft aid r equired on a multilateral basis would be to increase the amount 

of budgetary allocations or direct government loans to IDA. My delegation considers 

this a very r ealistic vi ew, because, for the method advocated by Mr. Horowitz 

to succeod, t he Governments of the developed countries would have, in addition to 

making tho above-mentioned commitments, to undertake to supply funds if the 

international institution (IBRD or I DA) was unable to place its bonds on th~ir 

markets. 

"If such an undertaking were givon by the developed countries , however, IDA 

might bo expected - in view of the capital market si tuation in most of the developed 

countries and the mannor in which funds are allocated - to avail of the undertaking 

and this would prevent the realization of the main objective of the Horowitz 

proposal, namely, the substitution of capital market funds for budgetary funds. 

"Mr. Doll referred t his morning to the possibility of applying the principles 

to the Horowitz proposal wit hin the fr&~ework of t he trea~ic s of association botween 

the European Economic Community and cer tain countries . In t his connexion, however, 

I wish to draw attention to tho fact that an undertaking of the kind I mentioned 

earlier was enter ed into between the States members of EEC and the European Investment 

Bank, and t hat the latter has already had to avail of that undertaking. The Bank 1 s 

loans to Turkey under the Treaty of Association of 12 S6ptember 1963 were financed 

by the members of EEC from budgetary funds. 
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"I should now like to revieVI briefly the points raised by the Horowitz proposal 

and dealt with, inter alia, in paragraphs 10- 14 of the report . 
11 (1) As regards the choice of IDA as the borrowing agency, I fully agree with the view 

expr essed by the Group of Experts, namely that it would not be feasible owing to 

IDA 's chart er and i ts credit standing; 
11 (2) I also agree with the Gr oup of Experts that if IBRD vms chosen to make loans to 

IDA which v1ere guaranteed by the Governments of the developed countries, the 

credit standing of IBRD might be adversely affected; 

1l(3) As for the direct granting of loans by IBRD to IDA without any specific guarantee 

on the part of the Governments of the member countries - a pr ocedure sugges ted in 

the amended ver sion of the Horowitz proposal and applied in dealings between the 

Bank and IFC - I believe that this solution would also raise difficulties for the 

following reasons: 
11 (i ) IFC and IDA are both affiliates of the Banlc, but t heir capital and their 

object i ves are entirely distinct: 

IFC hAs a capital of $100 million , while IDA has Sl,750 million. The 

objective of IFC is to invest in and grant loans on normal market terms 

to private enterprise in the developing countries , vJhereas that of IDA 

is to grant soft loans (50 years , service charge of 0 . 75 per cent); 
11 (ii) The chart ers of IDA ahd IBRD v10uld have to be modified; 

"(iii) This \"Jould adversely affect the credit standing of IBRD; even if the sums 

involved were relatively small, they would have a disproportionate effect on 

its credit standing; 

11 (iv ? Government guarantees v1ou.ld be required . 
11We must avoid malting proposals that might harm the credit standing of IBHD, 

wlrich is playing a very important role in the development of the less advancd countri es . 

"In conclusion, my delegation still thinks that a better uay of ensuring the 

transfer of resources to the developing countries on terms as favourable as those 

put forward in the Horowitz proposal would , in view of the capital market situation 

and the manner in which funds arc allocated, be to make usc of budgetary funds; and 

by this I am referring to the replenishment of IDA resources . " 
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CAMEROON 

A. Note verbale from the Ministry of Foreign Affairs, 
dated 11 Ju.."le 1969 

"The Ministry of Foreign Affairs of the Federal Republic of Cameroon • • • 

hM the honour to inform 5he Secretary- Genera]} that Cameroon has no objection to 

the convelling of an inter-governmental group to consider the question of establishing 

a multilateral interest equalization f'md. 11 

B. Letter from the Ministry of Foreign Affairs, 
dated 3 July 1969 

"Further to my letter • •• of 11 June 1969 concerning the establis:b.ment of an 

int erest equalization fund, I have the honour to communicate hereunder the general 

views of the Cameroon Government with regard to the subject of your inquiry . 

iiThe problem - which calls for prior consultations between the aid-supplying rich 

countries - is to set up a system of co- operation which will permit a further increase 

in the volume of grants and contributions clt:l.Ssifiable as such, and to achieve greater 

flexibility and uniformity in the terms and conditions governing aid provided in the 

form of loans . 

"Despite i ts relatively favourable economic structure , Carileroon - like most other 

developing countri es - is limited as regards its possibilities of accumulating 

sufficient internal savings to finance its economic and social development plans . 

Consequently, our need for capital from abroad is still very great . If its objectives 

are to be achieved, our second Five- Year Plan will require foreign public capital 

.amounting to roughly 61,000 million CFA francs. The oid we have received falls far 

short of this· amount, and tho prospect of any alteration in the situntion as regards 

future programmes will remain bleak unless the rich countries make greater efforts to 

increase their contributions . 
11At the same time , the volume of contributions obtained in the form of grants is 

decreasing each year as the volume of repayment commitments rises . \fuile our economy 

has a fairly :bigh capacity to absorb foreign financing, there is still a danger that , 

with the present stringent terms, the level of indebtedness will , dtrring the coming 

years , rise beyond our internal means . Most of the multilateral loans so .£nr'"'obt.aincd 
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by Cameroon have been subject to strinf,<::nt t ~rm.:; as r e:;ards interest r:>.tes and repayment 

periods . The interest rate on IBRD loa.ns, for example, is 6 to 6.5 per cent . Moreover, 

the vmiver period ~;ranted on some loo.::c.s is short:._y due tu expire . In other nards , our 

budf,ets ~ill , for some time to come, h~ve to fo.cc heavy chcxges imposed by the servicing 

of our external public debt, of s;ovur:mC;clt - bc-ccked debts in the private sector , and by 

recurrent expenditure on investments carrlcd out with tho proceeds vf the loans. 
01Paradoxi co.lly , our cou...n.trL~s generally arc find:!..ng thu.t this situation i.s leadinG 

to an increase in the flon of capital L.:::t.ck t ( it.s country of origin. It has been found 

that ccrto.in countriec mombcrc of the Devclcpmcnt Assist.:::t.ncc Committee (DAC) ho.ve been 

r eceiving 2nnually in interest and capit.:::t.l repayments, under their bilateral public 

commitmcnts, more than 50 per cent of the amount of aid grcmtcd during the sGme ycc.:.r. 

"The prospects seem scarcely more favourable as regards future developments in 

i nvisible capital tro.nsfers in the Qroas of foreign trade u.nd private investment . 

"The volume of commercial credit grant..:=d for our imports shons an up>.'Jard trend i n 

the r eturns fror11 our short- term commitments. Although :1o detailed figures arc currently 

available , there is reason to believe that transfers of fw.'l.ds (net receipts from current 

invisible tr.:::t.nsactions of the aid- supplying exporting countries) from the poor cow.'l.tries 

represent a sizable volume of resources wllich could be used to advantage for tho internal 

financing of our development progru.r.1mes . The so.mo applies to tl1e downward trend in the 

value of our exports, caused - despite their incroase in volume - by persistent 

fluctuations in commodity ;Jrices 2.nd the lack of any multilo..tcral system for stabili zing 

commodity prices . This dovmvvard trend in value is unfortunately o.ccompanied by an 

equally large-scalo transfer of dividends and compulsory interest payments . 

"The foregoing gives 2.11 idea of the mc..gnitude of the reverse floVI of the f i nancial 

resources obtained froo fore:ign contributions , private investment and for eign trade 

t r ansu.ct i ons , and the growing potential pressures on our balru1cc of payments . It also 

means that the overal l aid problem can be solved or:.ly by gro..dually eliDin.::Lting those 

adverse factors , by increasing the volume and aligning the terms of reimbursabl0 a i d . 

This , however , constitutes only & preliminary step tonards a real approach to the 

problem . 
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11If our privileged p.:trtncr.s Vlorc really determined to help tomrrds the economic 

take-off of our countries, they should also make ercate:r effortG to eliminc:cte the 

speculat i ve practices of intorn~tional trade and support any syGtcm designed to soften 

the terms of aid to the devolo1)ing countrie:s . It has been rigi.1tly said that co- operation 

will in no way benefit the rich coun~ries if their loss developed p~rtners remain for 

long burdened by hea.vy. foreign debts. Tho burden of debt should therefore be lightened 

immediately, in accordance r•ith tho recommendation adopted in 1965 by the Developmcmt 

Assistance Committee and later taken up by lll~CTAD. 
11\'lith regard to the terms and conditions of repayable public grants, since IDA is 

at present tho sole multilateral supplier granting loans at relatively low interest 

r ates ( l ess than 3 per cent and generally 1 per cent), it seems logical that the 

multi lateral interest equalization fund proposed by the Conference should be established 

at tho IDA l evel. 

:~After all , the objective seems to be to increase IDA's fina.n.cial resources rath0r 

tlli."Ul to persuade the suppli ers of aid to soften their terms immediately. 

"In our opinion , if the multilateral fund were to be financed from budgetary funds 

provided by the Associat.:rl States, including the developing countries, the operation 

would be of less interest to tho latter because of tho additional burden they would 

have to bear . On tho other hand , it is clear that additional contributions from the 

rich countries alone vJOuld endov1 both IDA and the fund with greater rosotrrces and at 

tho same time reduce the btrrden which tho servicing of their foreign debt imposes on 

tho poor countries . This does not mean, of course, that tho devolopinc countries 

should not play a meaningful part in th~ operation of the n0w system which, creQted 

for their benefit, should be givop tho full benefit of their views . 

"It is still debatable, hor1evor , vJhcther tho setting up of an institution for 

this purpose and tho periodic payment of larger contributions might not induce those 

of tho developed countries which grant public aid on liberal terms to align their 

bilateral aid policies on those of the countries v.Jhich impose hard credit terms. 

"This aspect of tho problem provides food for thought, because, in changing tho 

method of financing tho fm1d - by issuing bonds, for cxmnplo - each Associated State 

.,.,auld have to be cert ain that thc bonds offered the requisite guarantees in order to 

warrant full Government coverage . Again, tho time it 1irould take to plac,; tho bonds on 

national financial markets would depend on the credit standing of the fund. 
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"Lastly, and assuming these problems to have been overcome, the foreseeable 

impact of the snow-balling effect among the Associated States as regards their 

bilateral aid policies might have a modifying influence on the position of the 

States and of the Conference with regard to the effectiveness of a multilateral 

interest equalization fund for development loans." 

CEYLON 

Note verbale from the Permanent Mission 
dated 30 June 1969 

"The Permanent Mission of Ceylon ••• has the honour to state that the Government 

of Ceylon considers that it would be useful to convene at this stage an inter­

governmantal group to consider the question of establishing a multilateral interest 

equalization fund." 

COLOMBIA 

Letter from the Permanent Repr esentative , 
dated 14 May 1969 

11With reference to the inquiry contained in your note TDO 280/5 of 18 April, 

I have the honour to inform you that my Government is in favour of exploring the 

possibility of convening an Intergovernmental Group to consider the question of 

establishing a multilateral interest equalization fund." 



TD/B/270 
page 12 

CYPRUS 

Note verbale fror,1 tbe !Viinistry of Fore ign Affairs 
cle:.ted 30 Hay 1969 

"The Ivlinistry of Fo::: eir.;n i~ff.:irs of the Republi c of Cyprus • • • has the honour 

to inform the Secretary-General that the Government of Cyprus f avours the proposal 

of convening an I nter governmental Group to consider ithe quGstion of establishing 

a multila tera l inter est equalization fun£7n. 

ECU~.DOTI 

Note verbale from the Permanent Mission 
dated 2 June 1969 

"The Permanent Hission of Ecuador to the United Nations Office and the 

specialized agencies at Geneva has the honour to inform you that the Ecuadorian 

Government has no objection to.?J!.d in f act supp()rts the convening of an Inter­

governmental Group to consider the qu0stion of est ablishing a multilateral interest 

equalization fund, and t hat it will communicat8.its views on the matter in due 

course ." 

FEDZRAL R:PuBLIC OF GERMANY 

Letter from the Depu~ Permanent Repr esentative 
dat ed 26 June 1969 

HI have the honour. to subuiit_ ~o. you the following .reply of my Government to the 

{note verbal e TDO 280/5 of 18 April 19627. 
f'The proposal of establishi ng a multilateral inter est equalization fund has 

be en discussed for 2:. l ong time i n the competent interna tional organizations, 

particularly in the relevant bodies of UNCTJill . Your a ttention i s drawn to the 

r eport of the staff of the IBRD.of 1965 (TD/B/C.3/l), to the r eport of the group of 
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experts of 11 April 1966 (TD/B/C.3/23) and to the study of the Secretary-General 

of UNCTAD of 6 December 1967 (TD/7/Supp. 1) as well as to the discussion in the 

Committee on Invisibles and Financing. The Federal Government has the impression 

that the highly complicated arguments which can be presented in favour of and 

against the proposal have been put forward and examined in great detail and on a 

high level at the international discussions which have taken place so far. It is 

therefore doubtful whether an inter-governmental group to be newly established 

may arrive at essentia~ly new results in their deliberations . 

'~he Federal Government would , therefore, not advise to convene an inter­

governmental group to consider the question of establishing a multilater al 

interest equalization fund. It would only ~gree to the setting up of such a 

group if a substantial majority among the member countries would support the 

formation of such a group ." 

FRitNCE 

Letter from the Permanent Repr esentative 
dated 2 June 1969 

"The proposal to establish a multilateral interest equalization fund• first 

put forward in 1964, was discussed by the Committee on Invisibles and Financing 

related to Trade at its first session and examined in detail by a Group of Experts 

convened for the purpose i n April 1966. 

"Since then, the question h2.s been regularly included in the agenda of the 

last two sessions of the Committee on Invisibles and Financing r elated to Trade 

and in that of the second Conference, held at New Delhi. 

"The discussions in these various forums pinpointed the main questions and 

objections raised in conncxion with the idea of establishing a multilateral interest 

equalization £und. 

"Thus, it was pointed out thc..t there were no real grounds for maintaining that 

the system would permit the mobilization of sufficient private capital to offset the 
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difficulties which many of the industrialized countries are experiencing in 

appreciably-increasing their ~id to the developing countries: borrowings on capital 

markets which are covered by guarantees benei'it from lnterest rebates are in fact 

more in the :nature of public funds than of genuine private resources. 

"lt was also felt that there 1Nas nothing in the present economic circumstances 

to suggest that it would be a simple matter to obtain on the capital markets the 

sums needed at other than a prohibitive cost. In view, inter alia, of the present 

level of interest rates throughout the world, the budgetary cost of reducing 

interest charges would eventually be higher th~n the amount of capital lent. 

r'It was also argued that bonds issued by the . World Bank for the pur.Poses of 

the system would be bound to find themselves in competition with those normally 

issued by the Bank, which, moreover, will increase considerably in the years to 

come. 

"The proposal to establish a multilateral interest eq1ialization fund, the 

essential purpose of which is to increase the resources available to the Inter­

national Development Association, was therefore deemed too complex by many Governments 

of industrialized countries which consider that the aim sought could be achieved 

by other means that might be less difficult to implement. 
11Bearing in mind the very rese,rve.d p.os;ition .taken, even recently, by the vast 

majority of the developed countries, the convening of an Inter-governmental group 

to consider the question of est~blishing c. multilateral interest·equalization fund 

would not be a positive contribution to the solution of the problems of aid to the 

developing countries. 

"Obviously, however 1 if consultations undertaken by the Secretary-Genere~ 

of UNCTAD before the ninth session of the Trade and Development Board reveal a 

consensus in favour of establishing an Intergovernmental Group, the French 

Government·w0uld give timely consideration to the question of ·its possible 

participation in the Group." 
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Note verbaie fron the Permanent Representative dated 30 May 1969 
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11 The Pernanent Representative of Ghana ••• has the horiolir to refer to the 

Secretary-General' s note • • • in connex:ion with the convening of an inter-governmental 

group to consider the question of establishing a TIUltilateral interest equalizati on 

fund • • • The Govern.ru.ent of Ghana supports the neeting of such a Group and will 

endeavour to participate in its deliberations when it is convened." 

HUNG MY 

Note verbale from the Permanent Mission dated 9 June 1969 
11 The Hungarian Peoplels Republic has no objection to the convening of an Inter­

governmental Group to consider the question of establishing a nultilateral interest 

equalization fund to cover the interest margins bet\.,reen loans obtained on inter­

national capital markets and concessional developnent loans . " 

INDONESIA 

Note verbale from the Permanent Mission dated 28 May 1969 
11 The Permanent Mission of the Republic of Indonesia • •• has the honour to inforn 

the Secretary-General of UNCTAD that in the light of the hardening of over- all terms 

of development finance and the substantial increase of world interest rates on 

private borrowings, the Governnent of Indonesia is in favour of convening an inter­

governmental group to consider the question of establishing a nultilateral interest 

equalization fund to cover the interest margins between loans obtained on inter­

national capital markets and concessional developnental loans. a 
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ISRAEL 

Note verbale from the Perr..J.anent Representative dated 6 June 1969 

"The Government of Israel attaches great ibportance to ways and means of 

increasing the flow of capi tal to the developing countries , and has, to this end, 

subr:d.tted the 11 Horowitz Proposal", in whi ch the establishment of a 1!1Ultilateral 

interest equalization fund to cover the interest nargins between loans obtained on 

i nternational capital narkets and concessional development is propounded. This 

proposal has been thoroughly discussed in the Connittee on Invisibles and 

Financing related to Trade and has net with general support fron the developing 

countries. 
11 A number of studies have been r~de which have shown that the proposal is 

feasible and that it can contribute significantly to the increase of capital flows 

to the developing countries at concessional terns . In his opening statenent at 

the third session of the Committee on Invisibles and Financing Related to Tr ade, 

the Director of the New York Office referring to the Horowitz Proposal said, ~ 

alia: 
1All these studies make it quite clear that the proposal is tecru1ically 

feasible , but that it raises policy issues which only governments can decide . 

If further study is worth while, therefore, it is only at the inter-governnental 

level that results ,could be achieved. t 

11 Thus, at this stnge, the convening of en inter- governnental group seer.:ts to be 

the best neans of furthering the realization of the proposal . The Government of 

Israel accordingly recorroends the convening of such a group at an early date and 

would also be willing to participate in its work. 11 



ITALY ' 

Letter ·fran the-· Pernanent Represent·ative .. dat~d 23 June -1969 
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"I have th~ honour to inforn you that for the time being the conpetent Italian 

authorities do not at present consider it possible to convene aD Intergovernnental 

Group to consider the question of establishing a l~tilnteral interest equalization 

fund (Horowitz proposal) . 

"The Italian Government considers that any future consideration of the possi­

bility of inplementing the Horowitz proposal would call for prelininary study of 

the progress nade in this sector with other current or planned schenes for overconing 

the difficulties of countries unable to secure l oans on connercial terns, and 

improving the terms of financing generally. 

The cor::1petent Italian authorities also draw attention to the fact that the 

difficulties encountered in connexion with the second replenishment of IDk have not 

yet been solved, whereas there has been a clear inprovenent in the general devel opment 

aid terns of the developed countries followin~ the new supplenent of last February 

to DAC recoi!llilendation 69. 11 

IVORY COAST 

Letter fran the Mir~ster of For eign Affairs dated 25 June 1969 

"Further to your letter TOO 280/5 dated 29 April 1969, a..'ld in pursuance of the 

recol~endations nade by the Co~ttee on Invisibles and Financing related to Trade at 

its third session (TD/B/236, TD/B/C.J/69) 1 I have the honour to inforn you that the 

Governnent of Ivory Coast is in favour of convening an intergovernoental group to 

consider the establishraent of a TIUltilateral interest equalization fund to cover the 

interest nargins between loans obtained on international capital markets and concessional 

development loans. 

"The Governnent of Ivory Coast will nake arrangenents to be represented as soon 

as it is inforned of the agenda and date of the neeting ." 
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JAPAN' 

Note verbale fran the Peroanent Repr esentative dated 6 June 1969 
11 The Peroanertt Delegate of Japan t o the International Organizations in 

Geneva ••• hns the honour to conr.1Lmicate here>ri.th the f ollowing replies of ~he 

Japanese GovernBent: 
11 The Government of Japa-11 is not in favour of convening an intergovernnental 

group to consider the question of setting up a nultilateral equalization fund 

at this stage . 

"The IBRD staff report points out that the questi ons such as access to 

capital markets and securing resources to cover the interest differential between 

the bond floated and aid on concessional terns, which forn the essential feature 

of the scheme , pose special difficulties as compared with other forms of multi­

lateral aid . 

"The Governnent of Japan considers that these difficulties still prevail and 

that the feasibility of this schene remains doubtful. 11 

KENYA 

Letter from the Ministry of Cor:merce and Industry dated 9 J1me 1969 
11 I refer tc your colilDllrlication TOO 2S0/5, dated lS April 1969, and wish to 

advise you that we would have no objectibn to the convening of an international 

group to study the question of the establishoent of the multilateral interest 

and equalization fund.'1 
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considering also the developments that have taken place on the financial markets 

over the lnst few years and tho increasing severity of terms of credit) the 

IIexican Government is .in. favour. -Gf convenir~r~ the intergovernmental group referred to i n 

the Secretary-General 1 s enquiry . :, 

N'Jt<.: vorbnl0 fro:: the Pomnncnt Reproscnta.tivc, 
dated 12 June 1969 

' 1The Permanent Representative of thG Kingdom of the Netherlands to the 

Office of the United Nations and other international organizations in Geneva 

1Ji th reference to the Secretary-Genera.l 1 s note TOO 280/5 of 18 April 1969 has the 

honour to inform the Secretary-General as follows. 

HThe Netherlands Government endorses the desirability to come to an extension 

of aid and v further softGning of the terms on which the aid would have to be 

grG.nted . Hovmver, it might be a.sked vJhethcr the creation of a multilateral 

interest equalization fund is the appropriate means to this end, in v i ew of the 

objections which in tho ouinion of the rotherlands Government are attached to the 

creation of such a f~~d. 

11It is tho view of tho Netherlands Government that thG object aimed at can 

be reached also either through existing international institutions, notably through 

an increase of the resources of tho International Development Association, or by 

me~s of direct long-term loans to be grantvd by gover~ents at _low interest rates . 

i 1No~rr thut the contributions to the Internctional Develonment Association 

ho.ve meanvJhile been increased considerably, as o. result of which the object in 
. . 

vievr has to a large ext-.;nt bGon mot, the Netherlands Government wonders whether 

it shotud be considered opportune at this time to take the initiative to convene 

an intergovernmental group to study the possibilitie s of estab lishing a multilateral 

interest equalization fund. 

11If it should app0ar tho.t tho developing countries attach much importance 

to tho convening of the aforementioned group, the Netherlands Government will 

have no objections. 11 
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NEW Z.D.:".L.,'.ND 

Lotter fron tho Depa.rtt:n.:J.t of Externnl Affairs, 
dated 1 9 T-Iay 1969 

nr hc...ve the honour, by direction of tho Linister of J;Jc"ternal Affairs, 

to refer to your note TDO 280/5 of 18 April 1969 concerning the possibility of 

convening an intergovernmental grouy to consider the question of establishing 

a multilnternl interest equalization fund to cover the interes t margins 

bctueen loans obtained in international capital markets and concessional 

developmental loans . 

;;The Nevr Zealand authorities b...ave considered this matter and wish to 

advise tho Secretary- General t hat Neu Zealand shares the concern of the 

developing countries about the rise in interest rates on international capital 

funds, -vrhich hus g iven rise to the revival of their interest in the 

possi bili tics of an interest eq_ualization fund . \{hile New Zealand is not 

convinced thot this particular approach is the best vmy of dealing with the 

problem of increasing the flow of private capital on r easonable terms to the 

developing countries, it would not o~pose tho setting up of the proposed 

inter g ov errnnent al group • " 

NIGili\. 

Iktc v•..:rbo.h: fran the i'-linistry .:;f F~rGig:1 f..ffc,.irs, 
dated 2 June 196 9 

;'The I=inistry of Fore i gn ~lffairs of the Republic of Niger • • . has the honour 

to comnunicate • • . below its vi 0vrs on the possibility of convening an inter­

GOVernmental group to consider Lth_~ question Lof establishing a multi l ateral 

interest equulization fun2} . 
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;;Tho problem is broadly associated with tho exploration of the possibilities 

offered by the proposal formulated at tho First· UNCTAD Conference in 1964- by 

ITr . Do.vid Horoui tz and later elaborated within tho competent organs of the Trade 

and Development Board . 

;;Since the developing countries need to increase considerably their 

capacity to secure conccssional loans fran the International Development 

P~sociation, ~~d since IDA is facins growing finru1cial difficulties O\nng to the 

conditions imposed by certain industriuliz0d countri0s tho last time its 

resources were replenished, it is certainly desirable tho.t th.J plan to sot up 

an interest equalization fund should be implemented. 

''By covering with adequate resources the existing margin betwoen the 

f i nancial charges resulting from tho present operating methods of the capital 

1narket, and the charges on IDA-type loans, tho proposal should, at least in 

principle , enable tho developing countries to resort to the facilities offered 

by the international capital markets . 

situation they can hardly ever do so . 

In tho present tense interest- rate 

Noreover , oven IBRD is finding it 

increasingly hard to secure at acceptable rates the funds it needs for its 

operations . 

;rl'To doubt tho budgetary and monetary difficulties of certain industrialized 

cotmtriGs arc likely to delay tho establishment of an equalizat~on fund originally 

planned to rely to a largo extent on budgetary grants from the industrialized 

countries . This state of affairs is however almo"St certainly temporary , and in 

any event tho technical preparations needed·· for setting up a multilateral 

interest equalization fund will nocossarily take some considerable time . n 
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NOJ:vL.Y 

Note-VBrbuit: fron -the Pernnnont 
Mission dated 5 Jlli!e 1969 

''The Permanent Representative of Norway to the United Nations Office at Geneva ••• 

has the honour to give the followin g reply to the note of 18 April 1969 on the possi bility 

of convening an inter-governmental group to consider the question of establishing a 

multilateral inter est equalization fund to cover the interest margins between loans 

obtained on international capital narkets and concessional developmental loans . 

"The Norwegian authorities would not be opposed to the convening of such an 

intergovernmental group, without taking any position as to the substance of the question 

of establishing a fund of this kind. a 

Nc•te - ~reroole fr'_l-J._: the Pen :anent 
~fission dated 5 Jrme 1969 

"The Permanent Representat ive of Pakistan to the United Nations Office at Geneva 

has the honour to •• • inform that the Government of Pakistan supports the proposal of 

convening an inter-governmental group to consider the question of establishing a 

Dultilateral interest equalization fund to cover the interest margins between loans 

obtained on international capital Barkets a..'1d concessional developmental loans . " 

N~tc v::rbc.lc fr :.r-. tho Perno.ne11t 
Representative dated 10 July 1969 

"The Permanent Representative of the Republic of Korea •.• has the honour to inform 

that the Korean Government is in favour of convening ru1 inter- governmental group to 

consider the question of establishing a Iilultilateral interest equalization fu..11d . " 

S?i;_IN 

Lotter frcr-:. the ?...;"-".:n:r"cnt Missi:·n 
dated 4 July 1969 

"On the instructions of my Government I have the honour to inform you in connexion 

with your communication TDO 280/5, dated 18 April, concerning a multilateral L11terest 

equalization fund, that the competent Spanish authorities do not consider the present 

cir cumstances very propitious for the convening of an inter-governmental group to 

consider the question of establishing a multilateral interest equalization fund . 
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"Indeed, serious difficylties are at present being encountered in the capital 

markets, and any further shortage in these would nake them more difficult to approach . 

Noreover, capital suppliers are considering a rise in their rates, a.."'l.d any steps taken 

to drain funds from their Barkets would intensify that trend . 

"In other vJOrds, the outcome :might be counter-productive: terms on capital 

markets would ·becone more stringent, and funds needed for development and for which 

channels already exist would be di v-e:cted. 11 

3wA ZIL..'~..ND 

Nctc vcrbo.lc frs:1 the Dopart"~e-rrt 
of Foreign J\.ffairs dated 22 Hay 1969 

11 The Department of Foreign Affairs of the Kingdon of Swazilnnd presents its 

conpliments· to · the Secretariat of the United Nati'ons Conference on Trade and Development 

and has the honour to refer to the latter 1 s invitation to submit comrJents on the 

possibility of tho establishment of a nultilateral interest equalization fund. 

"His Mo.jestyl s Governnent is vei"J interested in the proposed fund, and although it 

may not be in a position to send a delegate to the inter- governmental group convened to 

discuss the establishment of such fund, His Majesty 1 s Governnent would wish to be kept 

fully inforrued of any decision taken by this group. 11 

UNITED STLT:SS OF 1J'1ERIC_-. 

Nne vcrbn.lo fr·r.: th.:; ?ei".:l.anent Hiss±:;n 
dated 2 June 1969 

"The Permanent Mission of the United States of _.ffilerica . • , has the honour to refer 

to the Secretai"J-General 's Note No. TDO 280/5 to the Secretary of State of the United 

States inviting the United States to sui_~mt coments on the possibility of convening an 

inter-gover~Jnental group to consider the question of establishing a multilateral interest 

equalization f1111d. 

"The United States is strongly"ihterested in· discussing with other nations ways of 

increasing the flow of development finance and i.mprovin"g the terms and conditions of such 

financing. The question of ~ multilateral interest equalization fund has been examined 

in some detail and does not appear to be an effective nethod for inproving the flow of 

concessional assistance to develo~ing countries. A detailed study of the proposal by 

Governor Horowitz done by the staff of the t·Jorld Bank in 1%5 showed that such a fund 

would present a number of difficult problems . Subsequent discussion of the proposal and 
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possible variants in UNCTAD has confirmed these problems. It does not appear likely 

that a ~ultilateral interest equalization fund would ease the budgetary constraints 

that influence direct assist~~ce contributions. The United States, therefore, is not 

able to support the suggestion for the convenin of a group to consider this question. 

"The United States, nevertheless, does rer1ain prepared to engage in further 

discussions on possible ne~~s of increasing financial assistance and ~proving over- all 

aid terms. Such discussions, we believe, could be most appropriately undertaken within 

the existing UNCTAD structure." 

VENEZUEIJ~ 

Reply frcn tho Govcx m."''mt 'Jf V c..-nezu<:lu 
dated 3 June 19..§2.:. transmitted by the Permanent Representative 

111. The Latin- American countries have supported the idea since the First UNCTAD, and 

b.nve indicated their support both in the Charter of Tequendama and in the 

Charter of Algiers. 

"2. Venezuela supports the idea of convening an intergovernmental group to consider 

once more the possibility of establishing a multilateral interest equalization 

fund. 
11 3. Machinery of this nature is so important to the developing countries that every 

possible effort must be made to bring about in the industrialized countries a 

change of policy towards the problem. 

n4. The advanced countries 1 reasons for withholding support from the proposal have 

in fact hitherto been political. It is therefore essential to keep the idea 

alive and to declare that the implementation of the proposal is not only technically 

feasible but also politically desirable. 11 

YOGOSLJNIJ. 

L-etter f~ tho ?err.mlent 
Representative dated 13 May 1969 

"I have the honour to refer to your note TD0/5 dated 18 April 1969 concerning the 

possibility of convening an inter-governmental group to consider the question of establishinr 

a multilateral interest equalization fund to cover the interest margins between loans 

obtained on international capital markets and concessional development loans and to 

inform you that the Yugoslav Government will extend their support for the convening of 

the above mentioned conference. 11 


