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THIS FILE WAS CLOSED AS OF

JANUARY 31, 1959. PLEASE

SEE VOLUME II.



Mr. Martin 4. Rosen January 27, 1959

A.G. 1fieradjou

U.N. Special Fnd - Pre-Investment Sures

In Burm the fu River Irri:ation Projet should qaliIr under
U ecial lenmd's 3rd category (Pro-l.-nesmnt Suroys). In Celon

there are several such surves, but te a, bein financedb .A.
(ahaweli Gag a and Walame Gang) or bt Soiet Union (Kelail Gang).
In Malaya Sta e II of the Cameron tihhnds Sch might qualify.

There is a. other c-te;or o sJre; s >ic is :0.1ct T e in
Tr. ' ths nerio and wiAich could com under Pre-fnvest ie::i e-s,

altito-1 h - te m cost .ore than IO0,O, i.e., ccrtain recoc -IC1
or Finin sureys. 'or instance, tin :inin snrv in Cala a b1clY
needs doin a uld definitely ley d to 1itc ivcstuent. te could
even tic t o 'eolo'ical s-riqc- o'' Irrn, but acr a is Lt t should
con .nder lst cater-ory.
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ORM5No 57 INTERNATIONAL BANK FOR RECONSTRUCTION ANL DEVELOPMENT

OFFICE MEMORANDUM
TO: Messrs. Aldewereld, Cope, Rosen, Rucinski DATE: January 23, 1959

and Schmidt
FROM: Richard H. Demuth

SUBJECT: U.N. Special Fund -- P e-Investment Surv

At a meeting which I had yesterday with Mr. Paul Hoffman, Managing
Director of the new U.N. Special Fund, and Mr. Arthur Lewis, his deputy,
they stated that their present view is that the activities of the Special
Fund should be divided into three categories:

(1) Large projects (i.e., projects involving from $1 million to
45 million), of which the Special Fund might finance, say,
two a year. These projects would in all probability consist
of basic resource surveys. The two possible examples men-
tioned were the Mekong P-*ivar studies and a proposed survey of
the water resources of Afghanistan.

(2) Trainin> and re earch institutes, Arong the projects men-
tioned ere technical institutes in the Middle East and
Southern Italy and an animal husbandry institute in Ghana.

(3) Pre-investment surveys, normally in the range of $100,000 to
$500,000, dsigned to work up projects ready for investment.
The only example of this type of survey mentioned was a pro-
posed NE COsurvey of a Ghana flood control project.

Messrs. Hoffman and Lewis are particularly interested in the third
type of survey, which they sometimes referred to as "feasibility surveys,"
and sometimes as projects on the "brink of banking." They are attracted
by this field of activity not only because of the intrinsic value of the
surveys but also because such surveys might lead to prompt results in
terms of ronoting investment. They regard it as important from the
standpoint of the Special Fund that its activities have an early and de-
monstrable investment impact.

Messrs. Hoffman and Lewis were surprised to discover that, among
all the proposals already put forward for the Special Fund, there are
practically none of the pre-investment type. They feel that this may be
the result of overemphasis, in public statements about the Special Fund,
upon concentration on a few large projects. In any event, they believe
that the Bank must know of a large number of surveys of this type which
need doing and which are being held back for lack of available funds.
They would like to have us come forward with as many as 10 or 12 suges-
tions which they could then discuss with the governments concerned to see
if the governments wished to present these projects for Special Fund
assistance.
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I promised Messrs. Hoffman and Lewis that I would bring this
matter to the attention of the operational departments of the Bank to see
what suggestions we could put forward. Would you discuss this within
your department as soon as possible and let me have a memorandum contain-
ing whatever suggestions you may be able to make?

cc: Messrs. Black, Knapp, Iliff and Sommers
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FROM: The Secretary January 20, 1959

UNITED NATIONS SPECIAL FUND

The attached brochure is circulated for information.

It is being sent by the Managing Director of the United Nations

Special Fund also to all Governments of States Members of the

United Nations or members of the specialized agencies or of the

International Atomic Energy Agency.

Attachment

Distribution:

Executive Directors and Alternates
President IFC - President
Vice Presidents Vice President
Department Heads Director of Investments

Department Heads

Sec. 59-23
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FOREWORD

The newly established United Nations Special Fund has a
strategic role to fill with respect to the less developed
areas. It is designed to concentrate on the removal of bottle-
necks and other obstacles that have been hampering the progress
of a country or a region. Among the most important of these is
the lack of comprehensive surveys in depth of natural resources,
manpower, skills and industrial potentials which would create
a solid basis for future advancement.

This the Special Fund will be competent to provide, with-
out conflicting with - in fact it will complement - the activi-
ties of the Expanded Programme of Technical Assistance, the
International Bank, the other specialized agencies of the
United Nations and the United Nations itself, or the bilateral
technical aid programmes. Every precaution is being taken to
assure that overlapping functions are avoided.

Through such surveys, accompanied where appropriate by
pilot and other projects, we look forward confidently to an
effective contribution by the Special Fund to the economic
advancement of the less developed countries.

This explanatory paper, which is based on resolution 1240
(XIII) adopted by the General Assembly on 14 October 1958, is
issued in the hope that it may be of use, particularly to
government officials and others who are directly concerned, in
clarifying the objectives and principles of the Special Fund
and the methods and procedures of its operations.

This is my first opportunity, as the Managing Director of
the Special Fund, to address all Governments eligible to
participate. May I, as my first statement, express my deep
appreciation of the confidence placed in me. I shall do my
best to justify it. I hope the Special Fund will fulfil our
expectations that it will help significantly the further
economic development of the less developed countries, one of
the most important objectives of the United Nations.

1 January 1959 Paul G. Hoffman
United Nations Special Fund Managing Director
New York City, New York

iii



I. CRITERIA FOR SELECTING PROJECTS FYOR
THE SPECIAL WUND

The Special Fund's operations are intended to be of
immediate significance for the acceleration of the economic
development of the less developed countries and wvi1, it is
hoped, facilitate new capital investments of all types by
creating conditions which will make such investments either
feasible or more effective.

The Managing Director of the Special Fund, in reviewing
applications for assistance and in making recommendations to
the Governing Council, and the Governing Council in turn, in
deciding on these recommendations, will be guided by certain
criteria which are of particular importance to Governments
submitting requests:

1. Concentration on relatively large proec',s: The
Special Fund will concentrate, as far as prac-icable on
relatively large projects and will avoid allocatiou of its
resources over a large number of small projects. This is an
important criterion which will distinguish Special, und
operations from those of the Expanded Programme of Technical
Assistance. The latter programme, in order to take account of
the wide variety of needs and of opportunities for technical
assistance, and while not excluding large projects, has
generally had to spread its resources over a large number of
projects and distribute its resources geographically through
the system of country programming, in accordance with its
basic legislation. The Special Fund, by contrast, will
concentrate on a more limited number of projects invrolving
relatively heavier individual budgetary commitments.

2. Urgency of needs: Consideration will be given to
the urgency of the needs of the requesting countries. This
criterion will be applied to project submissions and not to
country needs in general, in view of the fact that programmes
will be developed on a project basis. There will be no
a priori allocation of funds on a country basis or among
basic fields of assistance.

3. Prospect of early and tangible results: Projects
will be undertaken which will lead to early results and have
the widest possible impact in advancing the economic, social
or technical development of the country or countries concerned,
in particular by facilitating new capital investments. It is
hoped that the work carried out with the assistance of the
Special Fund may be taken into consideration in suitable cases
by the International Bank for Reconstruction and Development

1



and other lending or granting agencies in making their
decisions.

4. Wide geographical distribution: The Special Fund
will give due consideration to wide geographical distribution

of its aid over a period of years. The qualification "over a

period of years" is meant to take into account the fact that

the Special Fund, if it is to concentrate on relatively large
projects, may be unable to ensure a wide geographical distri-
bution in any particular year. In any case, as has been

emphasized, decisions will be made on the basis of the merits

of individual projects, and no country targets will be fixed.

5. Technical, organizational and financial feasibility:
The Special Fund must give due consideration to technical,
organizational and financial problems likely to be encountered

in executing a proposed project. This criterion refers to
arrangements which will have to be made with recipient Govern-
ments regarding the execution of certain projects. Such ar-
rangements may have to do with expenditure of local funds or
with the training of local personnel to assume responsibility
when the project is completed. The purpose is to make it clear
that the programmes assisted by the Special Fund cannot be
successful without the full participation of the recipient
Governments.

6. Effective co-ordination: The Special Fund will give
due consideration to the arrangements made for the integration
of projects into national developnent programmes and for ef-
fective co-ordination with other multilateral and bilateral
programmes of the assistance given to a project.

7. No political interference: The General Assembly
resolution specifies that the assistance furnished by the

Special Fund shall not be a means of foreign economic and
political interference in the internal affairs of the country

or countries concerned and shall not be accompanied by any
conditions of a political nature.

8. Early transfer of responsibilities to assisted
countries: While the Special Fund may give assistance over a

number of years (see 10 hereafter), projects should be devised
in such a way as to facilitate transfer, as soon as possible,
of the financial responsibilities of the Special Fund to
assisted countries or to organizations designated by them.

9. Country and regional projects: Projects may be for
one country or a group of countries or a region. It is be-
lieved that the Special Fund may be of particular value in
financing projects involving several countries or an entire
region.
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10. Duration of projects: The Special Fund, in view of
the nature of its operations which call for concentrated and
sustained assistance, is specifically authorized and expected
to approve projects for more than one year's duration. This
is in contrast to the Expanded Programme of Technical
Assistance which operates, from a financial point of view, on
a year-to-year basis.

II. BASIC FIELDS AND TYPES OF ASSISTANCE

The Special Fund is to assist projects in the following
basic fields: resources (including manpower) industry
(including handicrafts and cottage industries), agriculture,
transport and communications, building and housing, health,
education, statistics and public administration.

Projects qualifying for assistance can take various forms
or combinations of forms: surveys; research and training;
demonstration, including pilot projects. They may be carried
out by the provision of staff, experts, equipment, supplies
and services, as well as the establishment of institutes,
demonstration centres, plants or works, and other appropriate
means, including fellowships, in so far as they are integral
parts of a specific project financed by the Special Fund. All
these types of assistance may be combined in such proportions
as are judged necessary by the Managing Director for each
project, taking into account the type of assistance requested
by Governments.

The Special Fund will be in a better position to provide
equipment than has been possible under the Expanded Programme
of Technical Assistance. However, the Special Fund will in
no case finance capital investments.

III. PARTICIPATION IN THE SPECIAL FUND

Participation in the Special Fund is open to any States
Members of the United Nations or members of the specialized
agencies or of the International Atomic Energy Agency.

IV. ORGANIZATION AND MANAGEMENT OF THE SPECIAL FUND

The Special Fund is administered under the general
authority of the Economic and Social Council and of the
General Assembly of the United Nations. Its organs are: a
Governing Council, the Managing Director and his staff, and
a Consultative Board.

3



A. The Governing Council

The Governing Council consists of representatives of
eighteen States elected by the Economic and Social Council.
It exercises the immediate inter-governmental control of the
policies and operations of the Special Fund. In particular,
it provides general policy guidance on the administration and
operations of the Special Fund; exercises final authority
regarding the approval of the projects and programmes recom-
mended by the Managing Director; reviews the administration
and the execution of approved projects; submits reports and
recommendations to the Economic and Social Council; and
approves the administrative budget of the Special Fund.

The present composition of the Governing Council, with
nine members representing economically more developed countries,
having due regard to their contributions to the Special Fund,
the other nine representing less developed countries, is as
follows: a/

Representing more developed Representing less developed
countries countries

Canada Argentina

Denmark Chile

France Ghana

Italy India

Japan Mexico

Netherlands Pakistan

Union of Soviet Peru
Socialist Republics United Arab

United Kingdom Republic

United States Yugoslavia

The Governing Council is to meet normally twice a year
and on such occasions as may be necessary, in conformity with
the rules of procedure it will adopt. The first session of the
Governing Council will be held on 26 and 27 January 1959, at
the United Nations Headquarters in New York City.

a/ Argentina, France, India, Mexico, the United Kingdom and
the United States are serving for three years; Chile,
Denmark, Ghana, Italy, the Netherlands and the United Arab
Republic for two years; Canada, Japan, Pakistan, Peru, the
Union of Soviet Socialist Republics and Yugoslavia for one
year. Retiring members are eligible for re-election.



Decisions of the Governing Council on important questions,
including questions of policy, the approval of projects and
the allocation of funds, will require a two-thirds majority
vote of the members present and voting.

B. The Managing Director and his staff

The Special Fund is administered by a Managing Director
under the policy guidance of the Governing Council. The
Managing Director has over-all responsibility for the oper-
ations of the Special Fund, with sole authority to recommend
to the Governing Council projects submitted by Governments.

The Managing Director is assisted by a small group of
officials selected on the basis of their special competence.
As a general rule, he will rely as far as possible on the
existing facilities of the United Nations, the specialized
agencies, the International Atomic Energy Agency and the
Technical Assistance Board.

In order to facilitate field co-ordination between the
Special Fund and the Expanded Programme of Technical
Assistance, it is provided that the Managing Director shall
enter into an agreement with the Executive Chairman of the
Technical Assistance Board concerning the role of the resident
representatives of this Board in the work of the Special Fund.

The administration of the Special Fund is located at the
Headquarters of the United Nations in New York City.

C. The Consultative Board

A Consultative Board composed of the Secretary-General of
the United Nations, the Executive Chairman of the Technical
Assistance Board and the President of the International Bank
for Reconstruction and Development, or their designated
representatives, will assist the Managing Director with advice
in the examination and appraisal of project requests and
proposed programmes of the Special Fund.

Representatives of the specialized agencies and of the
International Atomic Energy Agency will be invited to the
deliberations of the Consultative Board when projects falling
mainly within their fields of activity are considered.

V. PROCEDURES

It is not possible, at this early stage, to describe in
detail the procedures which will be followed for the sub-
mission, evaluation, approval and execution of project

5



requests. Many details are still to be settled by the
Governing Council or will be developed by the Managing Director
in the light of practical experience, with the advice of the
Consultative Board. As in the case of other United Nations
programmes, information on procedural matters will be brought
to the attention of Governments from time to time in appropri-
ate communications from the Managing Director. Meanwhile,
Governments may welcome the following guidance:

A. Source of requests

Projects will be undertaken only at the request of a
Government or group of Governments eligible to participate in
the Special Fund. Requests from Non-Self-Governing Territories
will be made through the metropolitan Governments; requests
from Trust Territories will be made by the Administering
Authorities.

B. Channel of requests

Governments should submit their requests for assistance
to the Managing Director of the Special Fund.

Governments are requested by the General Assembly
resolution to designate to the Managing Director an official
channel for the submission of requests and that channel only
will be utilized by the Special Fund. This is in order to
ensure that requests will not be submitted independently by
various government departments.

C. Presentation of requests

There is as yet no prescribed form for applications for
assistance. As a general rule, however, all possible
information should be provided which would permit the Managing
Director to form a sufficient basis for further discussion and
inquiries. The information supplied should be sufficient to
enable the Managing Director to evaluate requests in the light
of the principles governing the Special Fund and to present to
the Governing Council, for a final decision by the latter, a
complete case in accordance with what is stipulated hereafter
under "Evaluation and approval of requests".

Governments are advised that the facilities of the
Expanded Programme of Technical Assistance, especially the
resident representatives of the Technical Assistance Board,
and of the United Nations, the specialized agencies and the
International Atomic Energy Agency, are at the disposal of
Governments to assist and advise them, at their request, in
the preparation of applications for assistance. The Managing
Director of the Special Fund will also be glad to discuss

6



with the Governments any matters related to intended requests
for assistance on which Governments may wish to consult him.

It is naturally difficult to give guidance and help to
Governments as to the form of presentation and contents of
their requests, at this initial stage of the work. From
General Assembly resolution 1240 (XIII), Governments will note
that they are expected to submit all possible information in
the following respects:

1. Field and type of assistance required

It would be desirable for a project submission to indicate

that the project conforms to the requirements of the above-

mentioned resolution, in the light of the explanations given in
Sections I and II above. Whenever a project bears a

relationship with an existing or previous project assisted by
the Expanded Programme of Technical Assistance such relation-
ship should be indicated.

2. Intended use and expected benefits

Whenever possible, quantitative estimates of benefits
expected would be helpful such as, for example, the number of
agencies and firms likely to utilize the services of a

technological institute.

3. Technical data

Technical information would be desirable which would make
it possible to form a general idea of the technical soundness
of the project as a whole as well as of its various components.

4. Data bearing on the economic appraisal of the project

The project submission should preferably contain data
which would make it possible to ascertain that the project is
economically sound, in particular in relation to the general
economic developnent programme or policies of the country.
If possible, it would also be desirable to show that
subsequent implementation of the project will not be hampered
by financial, organizational or technical difficulties. Such
information would be particularly significant in relation to
requests in the field of natural resources surveys.

5. The extent and type of financing expected from the
Special Fund

Wherever possible, financial information should include:

(a) an estimate of the total cost;

7



(b) information on the extent of financing likely to be
available from other sources (local financing, including
services and facilities which the Government would
provide, bilateral and other multilateral financing,
contributions from private organizations etc.);

(c) breakdown of expenses so as to permit a financial
evaluation of the project, including breakdown according
to types of assistance (foreign staff, equipnent,
fellowships);

(d) in case of projects extending over several years,
a general time schedule would be desirable.

D. Evaluation and approval of requests

Project requests will be evaluated by the Managing
Director who will normally rely, in such evaluation, upon the
assistance of existing services within the Expanded Programme
of Technical Assistance, the United Nations, the specialized
agencies and the International Atomic Energy Agency. He is
also authorized to contract, if necessary, the services of
other agencies, private firms or individual experts for this
purpose.

On the basis of the evaluation of project requests, the
Managing Director, in consultation with the Consultative Board,
will periodically develop programmes for submission to the
Governing Council. The Managing Director will present to the
Governing Council only those projects which he recommends for
adoption. However, at the request of the Government, or
Governments concerned, he will submit to the Governing Council,
for its consideration, a report on project requests which he
has been unable to include in his programme. The first
programme of the Special Fund's operations and commitments for
1959 is expected to be ready for submission to the Governing
Council around May.

The Managing Director will submit to the Governing
Council, on each project, information which will include:

(a) An evaluation of the benefits expected to be derived
by the requesting country or countries;

(b) A summary of the technical evaluation of the
project;

(c) A proposed budget showing the financial implications
of the project in their entirety, including a statement
on the costs which would be borne by the recipient
Governments;

8



(d) A draft agreement with the requesting Government or
Governments;

(e) When appropriate, a draft agreement with the agent
or agents responsible for the execution of the project.

The Governing Council will take a final decision on the
projects and programmes recommended by the Managing Director
and authorize him to conclude the appropriate agreements.

E. Execution of projects

Projects will be executed, whenever possible, by the
United Nations, by the specialized agencies concerned, or by
the International Atomic Energy Agency. The Managing Director
is also authorized, if necessary, to contract for the services
of other agencies, private firms, or individual experts.

Arrangements for the execution of projects will be
subject to the approval of the requesting Government or
Governments, and will be specified in an agreement with these
Governments. Such arrangements are to contain provisions
regarding the cost, including any local costs for which the
requesting Government will assume responsibility, and the
facilities and services which it will provide.

The Managing Director will make appropriate arrangements
to follow the execution of projects, and will currently report
to the Governing Council on the status of progress of projects
and the financial position of projects and programmes,

VI. FINANCES OF THE SPECIAL FUND

The resources of the Special Fund derive from voluntary
contributions by Governments. The Special Fund is also
authorized to receive donations from non-governmental sources.
The General Assembly, in its resolution, recommended that, in
view of the expected longer duration of many of the Special
Fund's projects, government contributions should be pledged
or indicated, whenever possible, for a number of years.

So far, forty-seven Governments have pledged contri-
butions equivalent to a total of $18 million for 1959. On the
basis of available indications, it is expected that a total of
about $26 million will be pledged by Governments for 1959.

These contributions were made in the currency of the
donor country, sometimes with provision for partial or full
conversion to other currencies. The General Assembly, in its

9



resolution, urged Governments to make available as large a
percentage as possible of their contributions in such currency
or currencies as the Managing Director may Indicate are
required for the execution of the Special Fund's programme.

The General Assembly resolution provides that recipient
Governments will be expected to finance part of the costs of
projects, at least that part payable in local currency. This
general rule may, however, be waived in the case of countries
deemed financially unable to make even a local currency
payment.

The Special Fund is authorized to build up gradually a
reserve fund by earmarking a specific percentage of the total
contributions of each year up to an amount which will be
determined by the Governing Council on the recommendation of
the Managing Director.

The Governing Council is also authorized to consider
allocating part of the resources of the Special Fund for
assistance on a refundable basis, at the request of Govern-
ments, for projects within the terms of reference of the
Special Fund.

VII. TIMETABLE OF STEPS ENVISAGED FOR THE ESTABLISHMENT
OF PROGRAMMES IN 1959

The Special Fund will start its operations on 1 January
1959. From that date until 26-27 January 1959, when the
Governing Council holds its first session, it will obviously
not be possible for the Managing Director to develop a
programme of operations for submission to the Governing
Council in conformity with paragraphs 35 and 38 of General
Assembly resolution 1240 (XIII). At its first session, the
Governing Council will therefore deal primarily with matters
relating to the general organization of its own work as well
as that of the Special Fund generally. It is planned to hold
a second session of the Governing Council in May, at which
session the Council is expected to have before it a first
programme of operations recommended by the Managing Director,
on the basis of requests that may have been received up to
the middle of March. A second programme of operations will
be submitted to the Governing Council in a session scheduled
to be held during the fall of 1959.
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2A
UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS UNATIONS NEWYDRK • ADRESSE TELEGRAPHIQUE

DC 132/221(2) 9 January 1959

Dear Mr. Black,

I have pleasure in informing you that the Governing Council of

the newly established United Nations Special Fund will hold its first

session at the United Nations Headquarters in New York on 26 and

27 January 1959. The General Assembly in its resolution 124o (XIII),

paragraph 20, provided that the Governing Council shall make appropriate

arrangements in its rules of procedure for the representation of the

specialized agencies and that, to this end, it shall take due account

of the practice followed by the Economic and Social Council. In order

to enable the Governing Council at the beginning of its first session

to conduct proceedings before full consideration is given to the

question of rules of procedure, I will submit to it, immediately after

the opening of the session, some draft rules of procedure and propose

that these be adopted provisionally. In the draft rules, which are

now being prepared in consultation with the Legal Office, provision

Mr. Eugene R. Black
President
International Bank for Reconstruction

and Development
1818 H Street, N.W.
Washington 25, D.C.



UNITED NATIONS 0 1 NATIONS UNIES

will co.mde for the rpresentation of the specialized ajencies, whose
attendance at the session will, I feel sure, be waraly welcomed.

A copy of the suggested provisional agenda for the session is
... attached. Under iem 4, I propose to report to the Governin,; Council

on provisional administrative and budgetary arrangements, provisional
financial procedures and provisional arrangements for the examination
of requests.

.. NMay I also send you, for your information, the enclosed explanatory
paper on the Special Fund which is being sent to all Governments of
States 11mbers of the United Nations or members of the specialized
agencies or of the International Atomic Energy Agency.

Yours sincerely,

Paul G. Hoffman
Mnaging Director

Uni ted Nations Special Fund
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L 2O Z 77Y Council

. D ; h b E 17.naging Director.

2. /lcin of officers.

Adot of rules of procedure in conformity vith the

2elevant provisions of Genoral Asseribly resolution 1240 (XIII).

4. iReport by the innaging Director on action taken or intended.

5. opurt on status of contributions.

Date of next session and consideration of the provisional

agenda fur the second session.



Mr. Black D-cember 2, 1,

Richard H. Du t

Special Projects Fund

I leaned irn N: ftar jtymias that te ,overnin rBoard off th
now 2pecial Find la to x ca llin to a soecial naeeting on Tnursday
Lo:r "conmaltati~n1"o 1 the £>1ient of. -val UefC pan as the :-mrn
.irCtor. Iho >!c1tar, trenera). Xp:Ctn to an:o'ne a r. iloi'1ran's
appo ntdntl T1urs Ja 'v SrisinE 4

R ID~



PAU L G. HOFFMAN
1489 EL MIRADOR DRIVE

PASADENA, CALIFORNIA

PHONE RYAN 1-8309

December 1, 1958

Personal

Dear Gene:

As you perhaps know, I have
agreed to Secretary-General Hamrnarskjold's
submitting my nomination to the Governing
Council as the first Managing Director of
the Special Fund. One of the compelling reasons
for my so doing is because of the opportunity
it affords to make a contribution in the field
in which you have given such effective service.

With warm regards.

Sincerely yours,

Mr. Eugene R. Black
International Bank for

Reconstruction & Development
1818 H Street, N. W,
Washington, D. C.
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OFFICE MEMORANDUM
TO: Files DATE: November 25, 1958

FROM: Richard H. Demuth

SUBJECT: Pledges for U.N. Technical Assistance Program and Special Projects Fund

The precise total amount to be available in 1959 for the Expanded
Technical Assistance Program and the Special Projects Fund is not yet
known because not all the contributions are in, some countries have not
yet made clear how they will divide their contribution as between the
two purposes, the matching requirement of the U.S. is not yet entirely
certain, and the total amount of the U.S. subscription, whatever the
matching requirement, cannot be computed until the total amount of the
other contributions is known. However, in general, the situation is
likely to turn out roughly as follows:

1. The Technical Assistance Program is likely to get about
$30 million, of which $1.75 million will be in rubles and
another $150,000 in Eastern European currencies. All other
contributions to ETAP are considered "useable".

2. The Special Projects Fund has thus far received pledges,
from countries other than the United States, amounting to
about $13.8 million. This includes an arbitrary allocation
of the German and Swedish contributions, which have not yet
been divided by the donor governments as between the Special
Fund and ETAP. If the United States decides on a matching
requirement of 40%, this means that the U.S. contribution
would be $9.2 million, or a total for the Special Projects
Fund of $23 million. But some countries such as India and
Norway and some Latin American countries have not yet
announced their contributions. The U.N. believes that these
additional contributions may equal $1.9 million which would
call forth, again on a matching requirement basis of 40%, an
additional $1.2 million from the U.S. If these assumptions
are correct, the Special Fund would have roughly $26 million.
Of this total amount, U.N. sources consider that roughly
$22 million will be useable for one purpose or another.



Mr. Richard H. Deauth November 3, 1958

Patterson Hr. French

General Assembly (2nd Committee) debate on the
Special Funid, October 6 - 10, 1958

The Debate

The debate continued along th2 lines of the first week. (See
Mr. Kingl' memorandum of October T.) The debate dealt in approximately
equal proportions with the method of choosing the Governing Council of

the Special Fund and with the desirability of 3UNFED.

At one point the representative of Honduras said that instead of
having the Bank on the Consultative Board, any specialized agency should
so serve when projects in its field were being discussed. The
representative from Nicaragua spoke in opposition to this proposal and
nothing :nore was heard of it. Except for one or two criticisms of the
Bank b tie representative of the U.SR, there was no other reference to
the Bank.

The ropresentati w oI FigiamId spoled the i eaarks previously
made by the reprexu tive of Jweuen , u; an rs of inefficiency,
extravagance and duplication in the ad- inistration of the Special Fund.
The representative of femen criticized UN off_ eials especiaily those of

UN/TAA, for their extravagant salaries and luxurious living; the
representative of Costa Rica objected.

an FridaT, October 10, the two groups 4troduced amen ed rosolutions
agreeing on all provisions except the thod of election o the Governing
Council and except that the 17-po wer resolution added a sentence that
the "Gieneral Assembly appeals to member states to work for the speedy
establishment oI' a United Nations Capital Development Fund."

A vote was taken on the provision as to method of election. The
original provision (election by FCOSOC) prevailed, 46 to 31, with
Portugal abstaining.

There was extensive debate on the provision about 3UND. The
representatives of iexico (Dr. Urquidi) and of Italy offered compromise
versions, and the U.S. and Canada endeavored to get thq whole subject
dropped. It was final c ided to a ,u ti il an Soud a.

U. N. Socretariat and the special Fund

Mr. Ralph Townley told me that the Secretariat would probably be
apnroachinr the Bank for iarther advice and ansistance on the kind of
projects `icl th. j ipeclal ?und would uertake.



-2-

iscellaneous

mr. K:in s eestion of vin -he ord Series piped into one
of the ltaneous transl tion channels had been pursued further by
a self-appointed amaritan. It had proved to be technically un-
feasible in that the hookup would involve two different branches of
the h.. ierarchy and the formalities of approval made the project
obviou ly impracticable. In short, tne engineer in the control room
of the simultaneous translation op.rait on could (aril iLd) h1'ar the
series but haa no way of plugging it in to one of his channels 'rithout
appeal to hieher au thority.

ccs Mr. Som ers

Attach: Revised Resolutions A/0.2/L.362/Rev.1 (October 9, 1958)
A/c.2/L.363/Rev.1 (October 8, 1958)
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TO: Mr. Demuth

FROM: Mir. Lopez-iierra rte

ADINJISTRATIVE FiLES
FILED UNDER: ECOSOC

SUMMARY: Excerpt:

ECOSOC Meeting - October 23, 1958

2. The Council elected the member countries to serve on the Board of
&overnors of the SpeciaL Fund. The followir countries were elected:

France, U.K., U.S., Canada, Denmark, Japan, and the Netherlands (18 voes
U.S.S.R. and 1exico (17 votesItaly 

(1$ vote
Chile and Yugoslavia (15 vates
Argentina and India (i votes
Ghana and U.A.q. (13 votes
Pakistan (12 votes
Leru (10 votes)
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OFFICE MEMORANDUM
TO: Mr. Sommers DATE: September 15, 1958

FROM: Richard H. Demuth

SUBJECT: U.N. General Assembly -- Debate on Special Fund

It has been arranged that the Bank will be represented at the
General Assembly debate on the Special Fund by Messrs. King and
French. Mr. King will go for the first part of the debate and will
then be relieved by Mr. French.

Mr. de Seynes has asked that King and French stop in to see
him when they first get to New York and ie will give them whatever
assistance he can,

cc: M-essrs. King and French
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INTERNATIONAL FINANCE CORPORATION

INCOMING WIRE

DATE OF WIRE: JULY 31, 1958 1735 ROUTING

To: INTERNATIONAL BANK FOR RECONSTRUCTION ACTION COPY TO MR. DEMJTH
AND BEVELOPMENT

FROM: GENEVE INFORMATION COPY TO

Decoded By

TEXT:
5 FOR DEMUTH COUNCIL APPROVED WITHOUT CHANGES SPECIAL FUND AFT$R

REJECTING USSR PROPOSAL TO EXCIUDE BANK FROM CONSULTATIVE BOARD

MAILING DOCUMENT. WORLD ECONOMIC CONFERENCE REJECTED. WILL

FOLLOW SCHEDULE MENTIONED LETTER JULY 24 UNLESS YOU SUGGEST

OTHERWISE REGARDS.

LOPEZHERRARTE

ORIGINAL



July 28, 1958
r. wnrique Lopez-Rerrarte

Hotel Richemond
Geneva, Switzerland

Dear Enrique

Many thanks for your letter of July 24 which arrived this morn-
ing.

I an hastening to reply for two reasons. First, I want to con-
gratulate you on the success you achieved in avoiding an ECOSoG debate
on the PPIT proposal. While I appreciate that the nroject is not yet
killed, ! cannot but believe that the effect of your strategy will be
to dampen the ardor of Mr. Evans. I do hope that he will not relieve
his frustration by writing us ore long letters which will call for
more long replies.

The second reason for writing you so promptly is to tell you
that I am entirely agreeable to your taking a few dayst leave in Italy,
as you propose to do. I am sure that after the weeks of ECG300 debate
a few days either of sea breezes or of mountain air will Le very wel-
come. T see no reason from this end why you should have to get back
here before August 18. Unfortunately, your schedule will mean that we
will probably miss connections because 1 am hoping to get away for a
two- or two-and-a-half-week vacation the preceding Saturay. However,
this will just give us mnore to catch up on when get back after Labor

Day.

The New York Times carried an article about the Special Fund on
Sunday whici r tiea_ t the Secretary General had not been very
successful in stimulating pledges of financial support. According to
the Times, only $6 million has been pledged, apart from the U.S. con-
tribE~i"n; given a 0. restriction on the b .S. contribution, this
would mean a total of only about $8.5 million. I would appreciate it
if you would keep me informed as much as possible about developments
in connection with this particular aspect of the Special Fund.
Mr. Black told ne before he went off on vacation that he understood
that Paul Hoffman was going to accept the directorship of the Fund. I
am wondering whether an announcement to this effect would cause more
contributions to come in and also, on the other side, whether the
paucity of contributions might cause Hoffman to decline the appoint-
ment.



Dr. Enrique Lopez-Herrarte - 2 - July 28, 1958

'he prospects for the Special Fund certainly were not geatly
advanced by the action of the Senate last week in adopting the Monroney
Resolution by a vote of 62 to 25. This was rather a remarkable
endorsement of a multilateral approach to foreign aid, although there
is clearly a large ap between adoption of the Resolution and creation
of the nroposed International Developent Association. There is soraie
indication, however, that the A dministration miay be getting prepared
to endorse the Monroney propnsal affirmatively, in which event its
nrospects might well be quite bright. Mr. Black, as you can imagine,
rea iiins very enthusiastic about the idea.

Thank, you very much for your efforts in connection with the re-
cruitment of a transport eqert for Tanganyika. In the event, it was
as well that you did not succeed. Our recruitment efforts were so
unaviailin{ because of the short time that we had allowed ourselves to
get the Miision organized that we finally had to delay the whole pro-
ject. According to present nlans, the mission will go out next spring
instead of in Sentember. If there is any possibility of getting Levert
for that time, we would be very interested in him.

I share your azement at the -roposal to increase the size of
"Co :. Sometimes I feel that those in charge of international

ortaniZatiOns in the vario us important state departments of thc world
are out of touch with reality .

That's all for now . Everyone here at the office joins me in
sending cur very warm regard,

Sincerely yours,

Richard H. Demuth
iirector

Technical Assistance and Liaison Staff

I t:tf



EUROPEAN OFFICE OFFICE EUROPtEN
OF THE UNITED NATIONS DES NATIONS UNIES

Telegrammes: UNATIONS, GENEVE

Telephone : 310 00 33 20 00 83 40 00 Palais des Nations
GENLVE

REF. No.:

(a rappeler dans la reponse)

6 August 1958

My dear Gene,

I should like to bring you ap to date on ie lat-t developments

concerninag the rje'll d The Fbate in ECOSOC was somewhat more

thorouE h than scIn' ecle har anticipated and hoped 'or. here were

a nmber of attempts to introdu cc amendment to the ort c the

areparatory Coiiittee nrusinm both from the metaphysical quarrel over

Pre nature y the Funar nd fro e f the ore specific controversies

in resect fo ts stuaur. e rtheless, the fort was solidly

1eld n the cc "ennt-fl5 cf the reparatory Com ittee were

rct ½ a, as you w-il, see -roa the attached resolution sent to the

General Asmbly for eption, o the for of "provisions governing

the Specal Fudl. There is every reason to believe that the

Assembly will take this in its ctride.

I -rhyt seize this- occasion to express my deep appreciat on for

the rle, scret nd hghly ef'icient, played by the Internatiol

Bank in the evolution of the Special Projects Fund. The support nd

partiipation of the Bank has been, and will continue to be, one of

the keys to the success of this venture, In that light, I wonder

wheth r yu might find it possible, during your Delhi meetings, to

t ae advantage oa ny private talks you may have with some of the

Finance minsters and, other high officials to acquaint these

gentlemAen with the matter and perhaps instil in them a lttle

enthusiasm. There is, in view, no real reason to worry about

contributions narticularly since the managemnnt of the Fund will want

+o be highly selective in the choice of projects ann might be

subitted to pressures difficult to resist if there were too much

',oney in lhe very early sta is. eevertheless, a irect interest

of responsibJle authnrities in certain of. the najor contributinlg

countries such as Germany, Itly, Canar3a, Austrolia tc., would be,

I think, a guarantee of a sustained and continuing effort.

Mr. Eugene Black,

Managing Director,
International. Bank for

Reconstruction and Development,

1212 H1 Street,
JAhTINGTY7N, D.C.



European Office of the United Nations - Office Europ4en des Nations Unies Page 2

I regret very much that, because of the General Assembly,
I will not myself be able to attend your annual Teeting, which I
usually so much enjoy. However, I wish you the best possible
success and in the .qeantim4e a pleasant and restful vacation,

With warm personal regards,

sincerely,

Philippe de Seynes,
Under-Secretary for Economic and

Social Affairs
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Mr. Richard Deruth October 7, 1958

B1. B3. King

General Assemoly (2nd comuittee) debate on the Special Fund, eptember 29-
October 3, 1958.

The Debate

The week was taken u ith what n hairman called a "semi-general"
delbate on the draft resolation recommended by 6O030» in its resolution
692 ( VI). Tis wa virtually identical with that recoumended by the
Preparatory ommittee.

On Ttuesday the Committee had oefore it two draft resolitions. One
was a 26-power* resolution (A/2/L363) which more or less accepted the
E 'O0 versioi. The 17 powers*e sponsoring tI other one (A/02/362)
protested againt an attempt to railroad the Ju versa n through and
offered certain amendments:

(i) They propoied language, principally in the preamble, which
would keep the idea of Junfed from slipiing into the background
and:

(ii) Thei wanted t. sovernin :ouncl t! be elected b. tie General
Assembly rather than 6XJ' (paragraph 13),

There was not :uch argument about (i), In fact much of the debate
consisted of statements in favor of Sunfea (much as one would make them
against sin), although some uelegates had the temerity to say that it
was supposed to be about the Special -und. On the question of the Govern-
ing ouncil's election, there were no concessions and no very telling
arguments. The idea that election by the 'eneral assembly would be more
democratic assorted ill with th rclmes of some of its supporters.

Gonciliatory speeches were made by the Diutch and Mexican delegates.
On Thurscay the delegate from %razil, whic hao apparently got on to the
17-power gro- p on an error, proposed an informal working group from the
two camps to try to reac a compromise, a proposal which was seconded by
the Juban delegate and welcomed by the Chairman. This did not stop the
speeches.

*Argentin, chile, China, olombia, Josta Rica, Cuba, Denmark, uomi-
nican Republic, 'rance, haiti, Italy, Iran, Japan, Laos, Liberia, Luxemburg,

ietherlands, Norway, ;akistan, Peru,i hilippines, Spain, Thailand, Turkey,
United Kingdom, United S'tates.

**Afghanistar w.razil, Jurma, Ceylon, Ethiopia, lhana, !reece, India,
indonesia, Iraq, Libya, .. orocco, Saudi Aracia, Sudani, nited Arab Republic,
Yemen, Yugoslavia.



- 2 -

There were a Zew observations on other oints, but mainly on such
theological matters as the distinction between a lare and a small project.
There will be .nore this Aeek, h nen the debate shift from the semi-general
to the particular.

Apart fr Russian bloc, ;hich wants the luI out and a MAnaging
Director with re:auced uthority Cro; an underdeveloped country, there was
very little reference to the dank. Jne exception was an impassioned speech
by the Jolomolan delegate (Dr. Alvarez, former inister of inance), in
which he praised the ank highly for its technical assistance, saying that
it had been just as valuable as its financial assistance.

A couple of delegates asked your observer informally about T.DA. and
,ere referred to j.j. deleg tivn, hc ubsequently mentioned the
variaus proposals it would o, :Aking at New elhi. in a very independent
speech, the ,vedish delegate critici e organization of the Special
Fund for being "absurdly nwieldy" and "unnecessarily expensive" and said
that Swedish taxpayers were o in favor or so many "agreeaole meeting-
sojourns for the privileged who attend them". -he also pointed out that
I.D.A. bore r resemblance to -unfed than the )pecial land did. There
could be more aout .n.A. this week and, very likely, later when there
is a debate on economic developent n general.

U.N.Secetaiat nd he pecial_ Fuand

roa conversations with es rs, de eynes and 'Loanley, it appears
that the .A. wants the .peical unu to et off to a _od start, but is
rather short ideas or projects. They ar hopin tht he Dank will
come up with some.

iscellaneous

There were times when your observer was afflicted wAh doubts as to
whether he was earning his keep. however he can tke credit for one
s estion, which evidently reached the authorities through the proper
channels (U.3. delegation), although it was nt adopted. This was to
pipe in the .orld Series on one o the 6 simultaneous translation channels
that was not being used,

ce r. %omers

(copy sent to Ban files)

A ttachments to original
Draft resolutions A/;2/L362 and L363; EiSO-esolutions updlemvent No. 1
(/3169); List of delegates A/02/199; A/3910 (summary of replies to enquiry
by the .G. on contributions); speeches by delegates from Janada, lexico,
iethenlands, weden , U., Yugoslavia.

BBing/jj f



(Excerpt from letter from Dr. Lopez-Herrarte to Mr. Demuth)

Geneva, July 24, 1958

3. As I stated in my cable, the Special Fund is still pending of
approval by ECOSOC although general statements on it have been made. It
will be considered by the Economic Committee of the Council next week,
and will be almost the last item to be taken in plenary before adjournment.
I do not anticipate any major trouble, because we have had several orivate
meetings with the most interested delegations on the proposed procedure
and resolutions. My guess is that ECOSOC will recommend to the General
Assembly the creation of the Fund with some general language which does
not mean much and will in no way alter the recommendations of the
Preparatory Committee. However there will be several attempts to modify
the project. For one the USSR will attempt once again to delete the name
of the Bank from the Advisory Board; another proposal could be from
Indonesia to include FAO on the Board; both of them will be rejected. This
latter idea of including FAO was injected into the Council's debate by Sen
himself. However the Canadians (Pollock) and Dr. Candau of WHO talked to
Sen, and my information is that he will not press it. I hope so, in any
case I will advise you by cable when the Council approves the project and
how it is done.

/Orig. letter in T.A. & L. files under "Special Fund"7
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(For consideration by the
Executive Directors at
Regular May Meeting)

FROM: The Secretary May 2, 1958

REPORT OF UNITED NATIONS PREPARATORY COMMITTEE
FOR SPECIAL FUND

The attached report and recommendations of the United Nations

Preparatory Committee for the Special Fund will be considered by the

Executive Directors at their Regular May Meeting, at a time to be

announced, with particular reference to paragraph 27 on page 20, which

provides for a Consultative Board composed of three members, one of whom

would be the President of the Bank or his designated representative.

Attachment

Distribution

Executive Directors and Alternates
President
Vice Presidents
Department Heads

Sec. 58-174



UNITED NATIONS NATIONS UNIES

NEW YORK

File No.: EC 132/221 (2) 25 April 1958

Dear Mr. Black,

I have pleasure in sending you herewith the Report and

........ Recommendations of the Preparatory Camittee for the Special

Fund, established by the General Assembly in its resolution

1219 (XII). I would like to take this opportunity to thank

you and your colleagues for your help and cooperation which

I think contributed to a considerable extent to the success

of this preparatory work.

In the course of the next few days a letter will be going

to Governments enquiring from them the extent to which they are

willing to contribute to the Special Fund and I will be inform-

ing the Council at its summer session of the response of

Governments to this enquiry.

Yours sincerely,

/s/

Philippe de Seynes
Under-Secretary for

Economic and Social Affairs

Mr. E. R. Black,
President,
International Bank for Reconstruction

and Develepment,
1818 H Street, N.W.,
WASHIN3TON, D.C.

Sec. 58-174
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Letter of transmittal

15 April 19'8

Sir,

I have the honour to submit to the Economic and Social Council the Report

and Recommendations of the Preparatory Committee for the S-ecial Fund which was

estabLished by the General Assembly in its resolution 1219 (XII).

Accept, Sir, the assurances of my highest consideration.

Mohammed Mir Khan
Chairman, Preparatory

Committee for the Special Fund

Mr. Geroge Davidson,
President, Economic and Social Council
United Nations, New York

/ ...
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I. INTRODUCTION

1. The Preparatory Committee for the Special Fund was established by Section II,

paragraph 4 of General Assembly resolution 1219 (XII) of 14 December 1957 and was

entrusted with the following tasks:2

(a) To define the basic fields of assistance which the Special Fund should

encompass and, within these fields, the types of projects which should be

eligible for assistance;

(b) To define the administrative and operational machinery to be recommended

for the Special Fund, including such changes as may be required in the present

legislation and procedures of the Expanded Programme of Technical Assistance;

(c) To ascertain the extent to which Governments would be willing to

contribute to the Special Fund.

2. The General Assembly, in Section II, paragraph 7 of its resolution, requested

Governments to assist the Preparatory Committee in its work by forwarding their

views and suggestions to the Committee through the Secretary-General and, in

particular, by indicating the extent to which they would be willing to contribute

to the Special Fund. The General Assembly also invited the Secretary-General of

the United Nations, the executive heads of the specialized agencies and the

Executive Chairman of the Technical Assistance Board to forward their views and

suggestions to the Preparatory Committee (Section II, paragraph 8).

3. The General Assembly requested the Preparatory Committee to submit the

results of its work in the form of a report and recommendations to the Economic

and Social Council at its twenty-sixth session. The Economic and Social Council,

in turn, was requested to transmit the Preparatory Committee's report, together

with its own comments, to the General Assembly, at its thirteenth session, for

final action.

4. In Section II, paragraph 11 of its resolution, the General Assembly looked

forward to the establishment of the Special Fund as of 1 January 1959.

5. The Preparatory Committee met at United Nations Headquarters in New York City

from 11 March to 15 April 1958. The members of the Committee were represented as

follows:

l/ The text of the resolution is reproduced in Annex 2.
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Canada: Mr. S Pollock, Representative
Mr. Rodney Grey, Adviser
Mr. J. Hadven, Adviser

Chile: H.E. Sr. Jos6 Serrano, Fepresentative
Sr. Octavio Allende, Aceviser

Denmark: Mrs. N. Wright, Representative

France: M. Pierre Charpentier, Representative
M. Jean Denis Tuirpin, Adviser
M. G6rard Amanrich, Ad.viser
M. Philippe Marandet, Adviser

Ghana: Mr. D.A. Chapman, Representative
Mr. F.S. Arkhurst, Alternate
Mr. Y.B. Turkson, Alternate

India: H.E. Mr. Arthur S. Lall, Representative
Mr. M. Gopala Menon, Alternate
Mr. M.N. Sivaraian, Adviser

Japan: Mr. Masayoshi Kakitsubo, Representative
Mr. Motoo Ogiso, Adviser
Mr. Masao Ito, Adviser

Mexico: H.E. Sr. Rafael de la Colina, Representative
H.E. Sr. Eduardo Espinosa y Prieto, Alternate
Sr. A. Gonzalez de Leon Q., Adviser
Sr. Agustin Lopez Munguia, Adviser

Netherlands: Mr. J. Kaufmann, Representative
Miss J.D. Pelt, Alternate

Pakistan: H.E. Mr. Mohammed Mir Khan, Representative
Mr. Niaz A. Naik, Adviser
Mr. S.A. Karim, Adviser

Peru: H.E. Sr. Fernando Berchemeyer, Representative
Sr. Josd Encinas, Alternate

Union of Soviet Socialist Mr. Aleksei Roslov, Representative
Republics: Mr. Aleksei Sokirkin, Alternate

United Arab Republic: Mr. Abdel-Moneim El-Banna, Representative
Mr. Aly Fahmy, Alternate
Mr. Adel A. Talaat, Adviser

United Kingdom of Great
Britain and Northern Mr. R.D.J. Scott Fox, Representative
Ireland: Mr. R.C. Barnes, Alternate

United States of America: Mr. Christopher H. Phillips,, Representative
Mr. William Stibravy, Adviser
Mr. Seymour H. Finger, Adviser
Mr. Albert F. Bender, Adviser
Mr. Chauncey Parker, Adviser
Mr. William Wynne, ad hoc adviser
Mr. Peter Delaney, ad hoc adviser

/-



E/3098
English
Page 6

Yugoslavia: H.E. Mr. Leo Mates, Representative
Mr. Janvid Flere, Adviser
Mr. Bora Jevtic, Adviser

6. The Committee elected the following officers:

Chairman: H.E. Mr. Mohairmed Mir Khan (Pakistan)
Vice-Chairman: H.E. Mr. Fernando Berckemeyer (Peru)
Rapporteur: Mr. Johan Kaufmann (Netherlands)

7. The United Nations was represented by the Deputy Under-Secretary for Economic

and Social Affairs, the Director of the Bureau of Economic Affairs, and by the

Director-General and the Deputy Director-General of the Technical Assistance

Administration.

8. The Executive Chairman of the Technical Assistance Board participated in the

work of the Preparatory Committee. The Committee invited representatives of the

specialized agencies and of the International Atomic Energy Agency to participate

in its work. The following agencies were represented:

Specialized Agencies:

International Labour Organisation:

Mr. Jef Rens, Deputy Director-General of ILO
Mr. R.A. Mdtall, Director, ILO Liaison Office with the United Nations
Mr. O.S. Seiersen

Food and Agriculture Organization:

Mr. Joseph L. Orr, Director, FAQ Liaison Office with the United Nations

United Nations Educational, Scientific and Cultural Organization:

Mr. Rend Maheu, Representative of UNESCO to the United Nations
Mr, Arthur H. Gagliotti, Assistant Representative of UNESCO to

the United Nations

World Health Organization:

Mr. Milton P. Siegel, Assistant Director-General, Department of
Administration and Finance

Dr. R.L. Coigney, Director, W1HO Liaison Office with the United Nations

International Bank for Reconstruction and Development:

Mr. Richard H. Demuth, Director, Technical Assistance and Liaison

Mr. Enrique Lopez-Herrarte, Liaison Officer with the United Nations
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International Monetary Fund:

Mr. Gordon Williams, Assistant to the Managing-Director and Special
Representative to the United Nations

International Civil Aviation Organization:

Mr. E.R. Marlin, Director, Technical Assistance Bureau

International Telecommulnication Union:

Mr. Gerald C. Gross, Assistant Secretary-General of the ITU

World Meteorologica 1Organization:

Dr. H. Sebastian, Chief, Technical Assistance Unit of 'Ji1.O

International Atomic Energ Agency:

Mr. Andrey I. Galagan, Representative of the IAEA at the United Nations
Mr. Alwyn V. Freeman, Deputy Representative of the IAEA at t'.e United Niations

United Nations

9. The Committee held one public meeting' and nineteen closed meetings.v In

addition, meetings were held by a Working Group which elected Mr. M. Gopala Menon

(India) as Chairman and H.E. Sr. Jos4 Serrano (Chile) and Mr. Janvid Flere

(Yugoslavia) as Vice-Chairmen.

2_/ Summary Record A/AC.93/SR.l.

1/ The minutes of these closed meetings are contained in documents
A/AC.93/SR.2-20 which the Committee decided at the end of its session
to de-restrict.
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Adoption of the Report and Recommendations

10. The present report and recommendations were adopted on 15 April 1958

11. In transmitting its report and recommendations to the Economic and Social

Council, the Preparatory Comittee wishes to express its appreciation of the

competent and devoted assistance it has received throughout its work from the

Rapporteur and the Secretariat.

j/ The following statement was submitted by the representative of the Union of
Soviet Socialist Republics:

"In the drafting of the recommendations in the Cowmittee's report in
connexion with paragraph 4 (a), (b) and (c) of General Assembly
resolution 1219 (XII), the representative of the JSSR tphcld the fundamental
principles which, in his Qpinion, should serve as the basis for the
organization of the Special Fund. This Fund should form the nucleus of
a United Nations fund for the financing of economic development. Among
these fundamental principles are the following: all countries wishing to
participate in the Fund should be free to do so; contributions to the Fund
should be voluntary and should be payable in the national currency or in
kind; loans should be granted on advantageous conditions as a form of
assistance from the Fund to under-developed countries in the development of
their national economies and in particular of their industries; the Fund
should be an independent organ of the United Nations and not subordinate to
the International Bank for Reconstruction and Development, and private
commercial and financial interests should be excluded from its activities.
He further referred to the views expressed in the reply of the USSR
(A/AC.83/L.l/Add.19) to the questionnaire of the Secretary-General of the
United Nations in connexion with General Assembly resolution 923 (X), and
also to the stand taken by the Soviet delegation at the time of the adoption
of Economic and Social Council resolution 662 B (XXIV) and General Assembly
resolution 1219 (XII).

In this connexion he stated his position regarding the various points
in the recommendations included in the Committeets report.

The representative of the USSR also stated that the recommendations in the
report did not take account of the tasks of the United Nations Special Fund
with regard to promoting the development of industry and other branches of
the national economy through the financing of capital construction, that
without justification they encroached upon the field of activity,
organizational structure and financial resources of the Expanded Programme
of Technical Assistance, and that, in his view, they did not bring nearer the
possibility of establishing SUNFED as a body which would more closely meet
the need for the financing of economic development in the under-developed
countries."
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II. REPORT

12. The Preparatory Committee had before it the following views and suggestions

submitted in accordance with General Assembly resolution 1219 (XII):

(a) the views and suggestions of the Governments of Austria, the

Dominican Republic, Finland, Jordan, Morocco, the Netherlands, Turkey,

China, Israel/ Cambodia, Norway, the Byelorussian Soviet Socialist

Republic, Spain, Panama, Sweden,2/ Ceylon, El Salvador, Switzeriand,

Poland10 New Zealand, the Republic of Korea, PortugalL and the

Philippines. In addf ition, the statements made in the Preparatory

Committee during the general debate by the representatives of Chile,

France, Ghana, India, Mexico, Peru, the United Arab Republic and

Yugoslavia were published, at the request of those representatives, as

the views and suggestions of their respective Governments in pursuance of

General Assembly resolution 1219 (XII);iv

(b) the views and suggestions of the Secretary-General of the United

NationsY2/ and of the Executive Chairman of the Technical Assistance

Board;

5f Distributed as A/AC.93/L.8.

6J A/AC .93/L.8/Add.l.

7/ A/AC.93/L.8/Add.2.

8f A/AC-93/L.8/Add.3.

2/ A/AC.93/L.8/Add.12.

L/ A/AC.93/L.8/Add.13.

1]/ A/AC.93/L.8/Add.14.

L2/ A/AC.93/L.8/Add.15.

ll/ A/AC.93/L.8/Add.16.

14/ A/AC.93/L.8/Add.4 to Add.ll.

1 2/ A/AC .93 /L. 2.

216/ A/AC.93/L.l0 and Corr.l.

/...
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(c) the views and suggestions of the Director-General of the International

Labour Office ,LV the Director-General of the Food and Agriculture

OrganizationL the Director-General of the United Nations Educational,

Scientific and Cultural Organization, the Director-General of the World

Health Organization,?' the Secretary-General of the International Civil

Aviation Organization, the Secretary-General of the International

Telecommunication UnionL/ and the- Secretary-General of the World

Meteorological Organization;

(0.) the views and suggestions of the Director-General of the International

Atomic Energ y Agency. I.

13. After a general exchange of views, the Preparatory Committee decided to

take as a point of departure for its discussions the views and suggestions

presented by the Secretary-General of the United Nations in document A/AC.93/L.2

and a number of analytical working papers prepared by the Secretariat at the

request of the Committee.

14. The results of the Committee's work in connexion with the tasks defined in

Section II, paragraphs 4 (a), (b) and (c) of General Assembly resolution 1219 (XII)

are embodied in the present report and recommendations which the Committee has

the honour to submit to the Economic and Social Council for its consideration.

The Committee deemed it useful to present its recommendations in a form which

would facilitate their inclusion in a draft resolution (see section III below).

A. Basic fields of assistance and types of projects

15. Most of the material before the Committee relating to basic fields of

assistance and the types of projects which should be eligible for assistance by

the Special Fund dealt with the distinguishing features of the new Special Fund

l'/ A/AC .93 /L -ll.

§/ A/AC.93/L.5.

l_/ A/AC.93/L.4.

2/ A/AC.93/L.7.

21f A/AC.93/L.6.

22/ A/AC.93/L.3.

2/ A/AC.93/L.9 and Corr.l.

24/ A/AC.93/L..12.
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and the principles and criteria which should serve as a guide in establishing

programmes of operation. The Committee agreed that a set of guiding principles

and criteria should be included in its recommendations. These are set forth

in paragraphs (2) to (4) of the Committee s recommendations below and are preceded

in paragraph (1) by a general statement on the Special Fund's objectives as laid

down in General Assembly resolution 1219 (XII).

16. The basic fields of assistance are set forth in paragraph (5) of the

Committee's recommendations.

17. Regarding the types of projects, the Preparatory Committee has included

recommendations concerning the forms in which assistance by the Special Fund would

be rendered (paragraph (6)). Examples of types of projects, on the other hand,

scarcely lend themselves to inclusion in a legal text. The Committee bas therefore

decided to append to its report (Annex 1) an illustrative list of types of

projects based on the replies of Governments, on the views of the Secretry-

General of the United Nations, the Executive Chairman of the Technical Assistance

Board, the executive heads of the specialized agencies and the International

Atomic Energy Agency, and on the statements and suggestions of the Governments

represented in the Preparatory Committee. The Committee wishes to stress that

this list is purely illustrative and that it is in no way intended to limit or

determine the operations of the Special Fund.

B. Administrative and operational machinery of the Special Fund

18. The recommendations of the Preparatory Committee regarding the administrative

and operational machinery of the Special Fund are embodied in paragraphs (8)

to (31). In addition to recommendations regarding the organs of the Special

Fund (Governing Council, Managing Director and staff, Consultative Board) the

Committee has made specific recommendations on the role of the Economic and

Social Council and of the General Assembly in the guidance and review of the

Special Fund's operations (paragraphs (8) to (11)). Also, in paragraphs (32)

to (45) it has set forth recommendations regarding procedures - in particular

the sources and formulation of requests, their evaluation and approval, and the

execution of projects.
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19. The suggestion was made that arrangements might be explored for obtaining

an allocation from the regular budget of the United Nations to cover the

administrative budget of the Special Fund or for financing this budget on the

same basis of assessments as exist for the regular budget of the United Nations.

C.* Extent of wilingness of Governments tq contribute to the Special Fund

20. A total of twenty-six Governments referred to the .uestion of contributions

in their replies or in statements made at the meetings of the Preparatory

Committee. Only three Governments gave precise indications of the extent of

their possible contributions. The Government of the Netherlands stated in its

reply that it was provisionally considering a contribution to the Special Fund

which would have the same ratio to the target figure of the Special Fund as

the present Netherlands contribution to the Expanded Programme of Technical

Assistance had to the total of the contributions to that Programme, This means,

according to the Netherlands Government, that its contribution to a fund of

$100 million would be approximately 3.3 times the present Netherlands

contribution of $1,092,500 to the Expanded Programme; a final decision, subject 
to

parliamentary approval, would be taken after the establishment of the Special

Fund. The Government of Tukey stated in its reply that its contribution to the

Special Fund pereentage-wise should not be over the percentage represented by

her present $210,000 share to the existing technical assistance programme,

compared to the total contributions made by all the participants to the programme,

and that this share would be paid in Turlish currency. This will be subject to

the approval of the Turkish Grand National Assembly.

21. The representative of the United States, in a statement made at the third

meeting of the Preparatory Committee, pbserved that General Assembly

resolution 1219 (XII) spoke of the possibility of having available for total

United Nations technical assistance activities the sum of $100 million and that

this was the target figure his Government had utilized in taking steps to

assure that it would be in a position to contribute its share of this intensified

effort to spur economic development. He indicated that the United States

Government had therefore requested Congress for an authorization of $38 million

as its contribution towards a combined 1959 programme of $100 million, such
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contribution being subject to Congressional approval and to the percentage

limitation-provided for by United States law.

22. Other Governments stated that they could be in a position to offer firm and

tangible support, provided that the Preparatory-Committee agreed on the way in

which the programme would develop, and provided that the organizational

arrangements would lead to sound and carefully executed projects;2V that at

present they were not in a position to indicate their contribution to the Special

Fund and that consideration was being given or would be given at the appropriate

time to this matter;?' that they could not make any appreciable contribution

or could consider only a token contribution or a contribution of their share

of local costs.' Six Governments stated that they would be unable to

contribute at present owing to financial or balance of payments difficulties or

the need for assistance.

23. The Preparatory Committee concluded that in view of the information before

it and the time at its disposal, -it could not carry out the provision of part II,

paragraph -(c) of resolution 1219 (XII). The Preparatory Committee therefore

decided to request the Secretary-General to transmit the Committee's report to

States Members of the United Nations or members of the specialized agencies or of

the International Atomic Energy Agency and to invite Governments to provide

information of as precise a nature as possible concerning the extent to which

they would be willing to contribute to the Special Fund described in the present

report. The Committee also decided to request the Secretary-General to bring to

the attention of Governments the desirability of making the highest possible

contributions and ask them to take into account for their contribution for the

year 1959 the amount of $100 million mentioned in resolution 1219 (XII). The

.Committee hopes that for the year 1959 an amount of at least $100 million will

be available for the operations envisaged in resolution 1219 (XII). The

2/ Canada (statement at the third meeting of the Preparatory Committee).

26/ China, the Dominican Republic, France, Israel, Ghana, Japan, Mexico, Morocco,
Norway, Poland, Sweden, Switzerland and Yugoslavia.

2/ Cambodia, Ceylon and the Philippines.

28 Austria, Finland, Jordan, the Republic of Korea, New Zealand and Portugal.
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Preparatory Committee further requested the Secretary-General to inform the

Economic and Social Council at its twenty-sixth session and the General Assembly

at its thirteenth session of the replies received to this new inquiry.

24. The Preparatory Committee agreed to suggest that the Special Fund study

Methods of encouraging donations from non-governmental sources.

D. Questions concerning changes in the present le slation and procedures

of the Expanded Programme of Technical Assistance

25. The Committee considered three specific points bearing on the future

relation between the Special Fund and the Expanded Programme, which might

require changes in the present legislation and procedures of the Expanded

Programme.

26. The Preparatory Committee considered in particular that in view of the

necessity of ensuring the fullest degree of co-ordination between the two

operations, the Managing Director should be associated as fully as possible in

the deliberations of the Technical Assistance Board. This might be achieved

by the adoption by the Economic and Social Council, at its session immediately

following the establishment of the Special Fund by the General Assembly, of a

resolution drafted along the following lines:

The Economic and Social Council

Considering resolution ( ) of the General Assembly establishing

the Special Fund,

Considering that it is important that the fullest degree of co-ordination

should be maintained between the operations of the Special Fund and those

of the Expanded Programme of Technical Assistance,

Resolves that the Managing Director of the Special Fund or his

representative shall be entitled to attend the meetings of the Technical

Assistance Board and to participate without vote in the Board's

deliberations.

27. In paragraph (54) of its recommendations, the Committee proposes that

...... appropriate provision shall be made...........for an exchange of currencies

between the Special Fund and the Special Account for the Expanded Programme of

Technical Assistance". Having regard to this recommendation, and existing

legislation and practice, the Committee believes that no change would be required

/...
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in the resolutions governing the Expanded Programme in order to permit such

exchange of currencies, which in each case would be subject to appropriate

arrangements between the Secretary-General, the Managing Director of the Special

Fund and the Executive Chairman of the Technical Assistance Board.

28. Paragraph (29) of the Committee's recommendations provides for the Managing

Diretor and the Executive Chairman to enter into an agreement concrning the role

of the resident representatives in the work of the Special Fund. The Comittee

believes that no change would be required, in the resolutions governing the

Expanded Programme, to permit the Executive Chairman to enter into such an

agreement.

29. While, in the initial period of the Special Fund's operations, no further

changes appear to be necessary in the legislation -or procedures of the Expanded

Technical Assistance Progranmme, to permit the fullest co-operation, the Committee

believes that changes in both the legislation and procedures of the Expanded

Programme may be required as arrangements for co-ojperation between the two

programmes are further developed. The Committee suggests that the Technical

Assistance Committee should authorize the Executive Chairman and the Technical

Assistance Board to keep these questions under review and to make to the competent

organs whatever recommendations may seeA desirable.
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III. RECOMMNDA7IONS FOR INCWSION
IN A D:FATT RESOLUTION

(1) Pursent to tne proviionaCo eA "r" luxon 1J 39 (YI and

peninJg a *ossibe h" c -y .. m t e GeOe . A G

acV~tiSo of te Spc~ial Fur3, as evisaged in part 11 of that rot)n, the

Special Fuind shall:

(a) be a separate fund;

(b) "ovide sy reetic and s.stained assistance in fi elds e-:erntial

to the inerated techrdeal, ceonomic and soci al developnent -f the

less develope-d egenries

(c) "in view of the resources prospectively available at this 4 M'jrm,

which are not likely to exceed $100 million antelly", direct Js

operations "towards enlarging the scope of the United Nations programmes

of technical assistance so as to include special projects in certain

basic fields" as outlined hereunder.

The Special Fund is thus envisaged as "a constructive advance in United Nations

assistance" to the less developed countries which should "be of imediate

significance in accelerating their economic development" by, inter alia,

facilitating "new capital investments of all types by creating conditions which

would make such investments either feasible or more effective".

(2) In establishing programmes, the Managing Director and the Governing Council

of the Special Fund J shall be guided by the following principles and criteria:

(a) the Special Fund shall concentrate, as far as practicable, on

relatively large projects and avoid allocation of its resources over

a great number of small projects;

(b) due consideration shall be given to the urgency of the needs of

the requesting countries;

(c) projects shall be undertaken which will lead to early results and have :

the widest possible impact in advancing the economic, social or technical

development of the country or countries concerned, in particular by

facilitating new capital investment;

1J See paragraphs (8) to (26) below. •••
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(d) due consideration shall be given to 
a wide geographical distribution

in allocations over a period of years;

(e) due consideration shall be given to technical, organizational and

financial problems likely to be encountered in executing a

proposed project;

(f) due consideration shall be given to the arrangements made for

the integration of projects into national development programmes and

for effective co-ordination of the project with other multilateral and

bilateral programmes;

(g) in accordance with the principles of the Charter of the United Nations,

the assistance furnished by the Special Fund shall not be a means of

foreign economic and political interference in the internal affairs of the

country or countries concerned and shall not be accompanied by any

conditions of a political nature;

(h) projects shall be devised in such a way as to facilitate transfer, as

soon as practicable, of the responsibilities of the Special Fund to

assisted countries or to organizations designated by them.

(3) Projects may be for one country or a group of countries or a region.

(4) Projects may be approved for the period of time needed for their execution,

even if more than one year.

II. Basic Fields of Assistance and Tys o rects

(5) The Special Fund shall assist projects 
in the fields of resources, including

the assessment and development of manpower, industry, including handicrafts and

cottage industries, agriculture, transport and communications, building and

housing, health, education, statistics and public administration.

(6) In view of the resources prospectively available 
at the time of the initial

period of the Special Fund's 
operations, projects to be assisted 

by the Special

Fund might be in one or a combination 
of the following forms: surveys, research

and training, demonstration, including 
pilot projects. These may be implemented

by the provision of staff, experts, 
equipment, supplies and services, 

as well as

the establishment of institutes, demonstration 
centres, plants or works, and other

appropriate means, including fellowships 
in so far as they are integral parts 

of a

specific project financed by the Special 
Fund, in such proportions as are judged

necessary by the Managing Director for each 
project, taking into account the type

of assistance requested by Governments. 
/...
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III. Participation in the Special Fund

(7) Participation in the Special Fund shall be open to any States Members of the

United Nations, or members of the specialized agencies or of the International

Atomic Energy Agency.

IV. Organization and Management

(8) There are established as organs of the Special Fund: a Governing Council,

a Managing Director and his staff, and a Consultative Board. The Special Fund shall

be an organ of the United Nations administered under the authority of the

Economic and Social Council and of the General Assembly which will exercise in

respect of the Special Fund their powers under the Charter.

(9) The Economic and Social Council shall be responsible for the formulation of

the general rules and principles which will govern the administration and operations

of the Special Fund; the review of the operations of the Special Fund on the basis

of the annual reports to be submitted by the Governing Council; and the

consideration of the Expanded Programme of Technical Assistance and of the

Special Fund in relation to each other.

(10) With a view to facilitating the effective discharge of these responsibilities,

it is recommended that the Economic and Social Council establish a Committee of the

Council to assist in the examination of the reports submitted to the Council

concerning the Special Fund and the Expanded Programme of Technical Assistance, .and

of such questions relating to their operations as the Council may refer to it.

(11) The Economic and Social Council shall transmit the report of the Governing

Council, together with its own comments, to the General Assembly. The Assembly

will review the progress and operations of the Special Fund as a separate subject

of its agenda and make any appropriate recommendations.

Governing Council

(12) The immediate governmental control of the policies and operations of the

Special Fund shall be exercised by a Governing Council which will consist of

representatives of eighteen States.

(13) The Governing Council shall provide general policy guidance on the

administration and operations of the Special Fund. It shall have final authority
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for the approval of the projects and programmes recommended by the Managing

Director. It shall review the administration and the execution of the Special Fund's

approved projects and shall submit reports and recomendations to the Economic and

Social Council, including such tecommendations as the Governing Council may deem

appropriate in the light of the relevant provisions of General Assembly

resolution 1219 (XII).

(14) The States members of the Governing Council shall ,be elected by the Economic

and Social Council from among Members of the United Nations or members of the

specialized agencies or of the International Atomic Energy Agency.

(15) There shall be equal representation on the Governing Council of economically

more developed countries, having due regard to their contributions to the Special

Fund, on the one hand, and of less developed countries, on the other hand, taking

into account the need for reasonable geographical distribution among the latter

members.

(16) States members, of the Governing Council shall be elected for a term of three

years, provided, however, that of the members elected at the first election, the

terms of six members shall expire at the end of one year and the terms of six

other members at the end of two years. Retiring members shall be eligible for

re-election.

(17) Decisions of the Governing Council on important questions shall be made by

a two-thirds majority of the members present and voting. These questions shall

include questions of policy, the approval of projects and the allocation of tunds.

Decisions of the Governing Council on other questions shall be mad. by a majority

of the members present and voting.

(18) The Governing Council shall adopt its own rules of procedure, including the

method of selecting its officers.

(19) The Governing Council shall normally meet twice a year and on such occasions

as may be necessary, in conformity with its rules of procedure.

(20) The Managing Director of the Special Fund shall participate without vote in

the deliberations of the Governing Council.

(21) The Governing Council shall make appropriate arrangements in its rules of

procedure for, the representation of the specialized agencies, the International

Atomic Energy Agency and the Executive Chairman of the Technical Assistance Board.

To this end, it shall take due account of the practice followed by the Economic

and Social Council.
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Managing Director.

(22) The Special Fund shall be administered by a Managing Director under the policy

guidance of the Governing Council. The Managing Director shall have the over-all

responsibility for the operations of the Special Fund, with sole authority to

recommend to the Governing Council projects submitted by Governments.

(23) After having consulted the Governing Council, the Secretary-General will

appoint the Managing Director subject to confirmation by the General Assembly.

(24) The Managing Director shall be appointed for a term of four years, or for a

shorter period. He shall be eligible for reappointment.

(25) Appropriate arrangements shall be made for the participation of the Managing

Director in the Technical Assistance Board.

(26) The Managing Director shall establish and maintain close and continuing

working relationships with the specialized agencies concerned with 
those fields

of activity in which the Special Fund will operate, and with the International

Atomic Energy Agency. He may also establish appropriate contacts with other

organizations which may be concerned with the activities 
of the Special Fund.

Consultative Board

(27) A Consultative Board shall be established to advise the Managing Director.

The function of the Board shall be to assist the Managing Director with advice

in the examination and appraisal of project requests and proposed programmes of

the Special Fund.

The Board shall be composed of the Secretary-General of the United Nations, the

Executive Chairman df the Technical Assistance Board and the President of the

International Bank for Reconstruction and Development or their designated

representatives.

(28) The Managing Director of the Special Fund shall make, as appropriate,

arrangements for representatives of the specialized agencies 
and of the

International Atomic Energy Agency to be invited to the deliberations of the

Consultative Board when. projects falling mainly within their fields of activity

are considered.

(29) To facilitate the field co-ordination between the 
Special Fund and the Expanded

Programme of Technical Assistance in the countries seeking assistance, 
the Managing

Director shall enter into an agreement with the Executive Chairman 
of the Technical

Assistance Board concerning the role of the resident representatives 
in the work

of the Special Fund.
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(30) The Managing Director shall be assisted by a small group of officials to be

selected by, or in consultation with him, on the basis of their special competence.

(31) For other services, the Managing Director shall rely as far as possible on

the existing facilities of the United Nations, the specialized agencies, the

International Atomic Energy Agency, and the Technical Assistance Board. These

facilities should be made available to the Special Fund without charge except when

clearly identifiable additional expenses are involved. The Managing Director may

also, as required, engage expert consultants.

V. Procedures

A. Sources and formulation of reguests

(32) Projects shall be undertaken only at the request of a Government or group of

Governments eligible to participate in the Special Fund.

(33) Governments shall present their requests for assistance in a form indicated

by the Managing Director. Requests shall include-all possible information on the

intended use and benefits expected to be derived from the Special Fund's assistance,

evidence of a technical nature regarding the projects for which assistance is

requested, data bearing upon the economic appraisal of such projects, and statements

concerning the part of costs which the Government itself would be ready to assume.

The Special Fund, the Expanded Programme of Technical Assistance, the United Nations,

the specialized agencies and the International Atomic Energy Agency should be ready

to assist and advise Governments, at their request, in the preparation of their

applications for assistance.

(34) The Special Fund shall utilize only the official channel designated by each

Government for the submission of requests.

B. Evaluation and approval of requests

(35) The Managing Director shall be responsible for the evaluation of project

requests. In this evaluation, he will normally be expected to rely upon the

assistance of existing services within the Expanded Programme of Technical

Assistance, the United Nations, the specialized agencies and the International Atomic

Energy Agency. He shall also be authorized to contract the services of other

agencies, private firms or individual experts for this purpose, in case the services

of the United Nations, the specialized agencies or the International Atomic Energy

Agency are wholly or partly unavailable or inadequate. /...
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(36) On the basis of the evaluation of project requests, the Managing Director

shall periodically develop programmes for submission to the Governing Council. In

developing his recommendations to the doverning Council, he shall consult the

Consultative Board established unde pariagraph (27) above.

(37) The Managing Director shall, at the request of the Government or Governments

which have submitted such projects, submit, to the Governing Council for its

consideration a report on I;roject requests which he has been unable to include

in his programme.

(38) The Governing Council shall examine the programmes and projects submitted by

the Managing Director. Each project shall be accompanied by: (a) an evaluation of

the benefits expected to be derived by the requesting country or countries; (b) a

summary of its technical evaluation; (c) a proposed budget showing the financial

implications of the project in their entirety, including a statement on the costs

which would be borne .by the recipient Governments; (d) a draft agreement with the

requesting Government or Governments; (e) when appropriate, a draft agreement with

the agent or agents responsible for execution of the project.

(39) The Governing Council shall take a final decision on the projects and programmes

recommended by the Managing Director and authorize him to conclude the appropriate

agreements.

C. Execution of projects

(40) Projects shall be executed, whenever possible, by the United Nations, by the

specialized agencies concerned, or by the International Atomic Energy Agency, it

being understood that the Managing Director shall also be authorized to contract

for the services of other agencies, private. firms or individual experts in the

cases mentioned in paragraph (35) in fine.

(41) Arrangements for the execution of projects shall be subject to the approval

of the requesting Government or Governments and shall be specified in an agreement

with these Governments. Such arrangements shall contain provisions regarding the

cost, including any local costs, which the requesting Government will assume and

those facilities and services it will provide.

(42) Where requests for assistance fall within the sphere of two or more

organizations, arrangements shall be made for,-joint execution by the organizations

concerned and for proper co-ordination.
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(43) (he Managing Director shall make appropriate arrangements to follow the

execution of projects.

(44) The Managing Director shall report to the Governing Council on the status

of projects and the financial position of the projects and programmes.

(45) The Managing Director and the Governing Council shall take appropriate measures

to ensure an objective evaluation of the results of projects and programmes.

VI. Finances

(46) The financial resources of the Special Fund shall be derived from voluntary

contributions by Governments of States Members of the United Nations, or members of

the specialized agencies or of the International Atomic Energy Agency. The

Special Fund is also authorized to receive donations from non-governmental sources.

It is recommended that contributions by Governments should be paid as early in each

year as possible. Furthermore, while contributions will normaly be on an annual

basis, it is recommended, in view of the expected longer term of many of the

Special Fund's projects, that contributions be pledged or indicated, whenever

possible, for a number of years.

(47) The Secretary-General is requested to convene annually a pledging conference

at which Governments would announce their contributions to the Expanded Programme

of Technical Assistance and to the Special Fund respectively. If a Government

pledges an initial lump sum, it should, within a reasonably short period, indicate

the division of its contribution between the two programmes.

(48) Contributions shall be made by Governmentsin currency readily usable by the

Special Fund consistent with the need for efficiency and economy of the

Special Fund's operations, or shall be transferable to the greatest possible

extent into currency readily usable by the Special Fund. To this end, Governments

are urged to make available as large a percentage as they may find possible 6f

their contributions in such currency or currencies as the Managing Director may

indicate are required for the execution of the Special Fund's programme. The

Managing Director should, consistent with the criteria set forth respecting the

nature and utilization of contributions, endeavour to make the fullest possible use

of available currencies.

...
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(49) The Managing Director shall, at the end of the first year of the operations

of the Special Fund and subsequently as he deems necessary, report to the

Governing Council for its consideration on the extent to which restrictions which

may have been maintained on contributions have affected the flexibility, efficiency

and economy of the Special Fund's operations. The Governing Council shall also

consider what action may be necessary with respect to currency found not readily

usable in order to facilitate the Special Fund's operations. Any action in this

respect shall be subject to review by the Economic and Social Council and the

General Assembly.

(50) Contributions shall be made without limitation as to use by a specific agency

or in a specific recipient country of for a specific project.

(51) To the end that the multilateral character of the Special Fund shall be

strictly respected, no contributing country should receive special treatment with

respect to its contribution nor should negotiations for the use of currencies take

place between contributing and receiving countries.

(52) Since programmes shall be developed on a project basis, there should be no

a Priori allocation of funds on a country basis or among basic fields of assistance.

(53) Recipient Governments shall be expected to finance part of the costs of

projects, at least that part payable in local currency. This general rule may,

however, be waived in the case of countries deemed financially unable to make even

a local currency payment.

(54) The Special Fund shall be governed by financial regulations consistent with

the financial regulations and policies of the United Nations. The financial

regulations for the Special Fund shall be drafted by the Secretary-General of

the United Nations,.in consultation with the Managing Director, for approval by

the Governing Council, after review by the Advisory Committee fcor Administrative

and Budgetary Questions. In the preparation of these regulation3, account shall

be taken of the special requirements of the Special Fundt s operations; in particular,

appropriate provision shall be made to permit the approval of projects of more

than one year' s duration and for an exchange of currencies between the Special Fund

and the Special Account for the Expanded Programme of Technical Assistance.

Provision should also exist under which the Managing Director is authorized in

consultation with the Governing Council to establish appropriate financial rules

and procedures.
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(55) The administrative budget prepared by the Managing Director with the

assistance of the Secretary-General of the United Nations shall be submitted for

approval to the Governing Council with the comments, if any, of. the Advisory

Committee on Administrative and Budgetary Questions. It shall be submitted to the

General Assembly at the same time as the annual report of the Governing Council

with the comments of the Advisory Committee on Administrative and Budgetary

Questions.

(56) The Special Fund shall be authorized to build up gradually a reserve fund by

earmarking a specific percentage of the total roatributions of each year up to an

amount to be determined by the Governing Council on recommendation of the

Managing Director.

(57) The Governing Council shall be authorized to consider allocating part of the

resources of the Special Fund for assistance on a refundable basis at the request

of Governments for projects within the terms of reference of the Special Fund.

/...
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ANNEX 1

Illustrative list of types of projects

The following list of types of projects is based on the replies of

Governments, on the views of the Secretary-General of the United Nations, the

Executive Chairman of the Technical Assistance Board and the executive heads of

the specialized agencies and the International Atomic Energy Agency in response

to General Assembly resolution 1219 (XII), and on the statements and suggestions

of representatives of the member Governments of the Preparatory Committee. The

list is by no means exhaustive and should be considered only as illustrative.

It is in no way intended to limit or determine the operations of the Special Fund.

Tile order in which projects are listed is not intended to suggest any priorities.

Moreover, it may well be that many projects will combine several of the, elements

enumerated below; for example, demonstration centres may be operated in

conjunction with other training and research facilities.

I. Resources

A. Economic surveys to determine the potentialities for economic

development either in a country, a group of countries or a specific

sector of an economy:

1. General surveys - to indicate areas for development and areas

where more detailed surveys could usefully be conducted.

2. Integrated surveys, e.g. national and regional investigations

of soil, hydrologic and other resources for multi-purpose

development schemes, involving some of the specialized surveys

outlined below.

B. Surveys of natural resources

1. Mineral, hydrologic, soil, forestry, marine and meteorological

surveys; evaluation of potential sources for industrial raw

materials, agricultural development, conventional and non-

conventional power development, including development of

nuclear power; including aerial photography, mapping, mineral

and forestry explorations.
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2. Establishment of institutes, regional or national, to coLduct

the above surveys so far as required on a continuing basis,

including research into area problems such as arid zones and

resources of the sea.

C. Human resources

1. General surveys relating to the mobilization of human resources

and social aspects of development.

2. Assessment of manpower resources and potential labour supply,

especially from surplus agricultural populations; surveys of

composition and distribution of population, including internal

migration, family patterns and community organization,

urbanization.

3. Establishment of institutes, regional or national, to conduct

the above ,surveys so far as required on a continuing basis.

4. Demonstration projects, such as experimental community

development schemes.

II. Industry

A. Industrial resource development (see also I above). Research

institutes for investigation into technological problems connected

with the development of indigenous raw materials, such as industrial

use of minerals and timber, use of local sands for glass and cement;

including research into marketing problems.

B. Programmes for vocational and supervisory training, management

training and advanced technological instruction, including

institutes, apprenticeship and other "forms of in-plant training,

the establishment of centres for dissemination of technical

information.

C. Pilot and demonstration projects in connexion with commercial

development of indigenous raw materials; e.g. experimental plants

for processing of agricultural and forestry products and other raw

materials; demonstration centres for cottage, handicraft and small

industry development; experimental power units.
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D. Productivity institutes, to provide general and specialized

assistance to industry and agriculture in improving efficiency of

production.

E. Technological institutes, national or regional, for training

technicians and developing techniques, including methods of

producing equipment and examining possibilities of adapting

equipment in various fields such as electronics and chemistry.

F. Institutes for promoting the use of radioisotopes, development of

nuclear energy, or dissemination of nuclear technology in general,

including training and dissemination of information on health and

safety or waste disposal.

II. Agriculture and other renewable resources

A. Agricultural resource development (see also I above). Research

institutes for investigations into problems connected with the

development of indigenous agricultural or other renewable resources,

such as improvement of seeds and fertilizers to meet local soil

conditions, selective livestock breeding; including research into

marketing problems.

B. Training institutes for improving farming, fishing and forestry

techniques, including establishment of demonstration farms and

assistance to the organization of co-operatives; specialized

training centres for agronomists, foresters, agricultural economists;

provision for dissemination of technical and scientific documentation.

C. Pilot schemes and demonstration centres for irrigation, drainage,

polders, agrometeorology, and land use and conservation; including

experimental work with mechanized fishing vessels.

IV. Transport and communications

A. Surveys of transport and communications requirements.

B. Pilot and demonstration projects in civil aviation safety services,

complex telecommunications systems.

C. Training institutes for personnel in such fields as telecommunications,

civil aviation, highway maintenance and administration.
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V. Building and housing

A. Surveys of housing and other building requirements.

B. Research institutes for the study of technological problems in

connexion with construction methods, for example the use of local

raw materials, experimental designs for tropical regions, problems

connected with prefabrication.

VI. Health

A. Surveys of health problems such as urban water supply and environmental

sanitation.

B. Training institutes for personnel in fields such as sanitary

engineering and public health administration.

C. Health demonstration and pilot projects directly related to economic

and social development, including the provision of equipment and

supplies.

VII. Education

A. Surveys of general and technical education needs.

B. Training institutes for personnel in mass education, medium and high

level technical education.

C. Equipment and supplies for libraries, technical documentation centres.

VIII.Statistics

Establishment of statistics and survey research institutes to train

administrative and technical personnel in handling data required for

policy formulation and in applying suitable methodology for developing

such data, including particularly survey and research methods adapted to

evaluating material and human resources required for eccnomic and social

development, compiling and analysing information, organizing needed surveys

and providing advice and assistance in the conduct of surveys and research.

IX. Public administration

Training centres for personnel in various aspects of public administration,

such as finance and fiscal administration, administration of public

enterprises.

/ ...
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Text of General Assembly resolution 1219 (XII)

The General Assembly,

In conformity with the determination of the United Nations, as expressed in

its Charter, to promote social progress and better standards of life in larger

freedom, and for these ends, to employ international machinery for the promotion

of the economic and social advancement of all peoples,

Conscious of the particular needs of the less developed countries for

international aid in achieving accelerated development of their economic and

social infrastructure,

Recalling its resolutions on the establishinent of an international fund for

economic development within the framework of the United Nations and, in particular,

reaffirming its unanimously adopted resolutions 724 A (VIII) and 724 B (VIII) of

7 December 1953,

Noting the recommendation of the Economic and Social Council in its

resolution 662 B (xxIV) of 31 July 1957,
Recognizing that the United Nations Expanded Programme of Technical

Assistance is of proven effectiveness in promoting the economic development of

the less developed countries,

Recognizing however that neither the Expanded Programme nor other existing

programmes of the United Nations or the specialized agencies can now meet certain

urgent needs which, if met, would advance the processes of technical, economic

and social development of the less developed countries, and, in particular, would

facilitate new capital investments of all types -- private and public, national

and international -- by creating conditions which would make such investments

either feasible or more effective,

Convinced that a rapidly achieved enlargement in the financial resources and

scope of technical assistance rendered by the United Nations and the specialized

agencies to the less developed countries would constitute a constructive advance

in United Nations assistance and would be of immediate significance in

accelerating their economic development,

/..
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Recognizing that, while long-term pledges are desirable, some Governments

are unable to make financial commitments except with the approval of their

legislatures and on an annual basis,

Commends the Ad Hoc Committee on the Question of the Establishment of a

Special United Nations Fund for Economic Development for the work embodied in

its final- and supplementary reports prepared in accordance with General

Assembly resolutions 923 (X) of 9 December 1955 and 1030 (XI) of 26 February 1957;

1.; Decides that, subject to the coiditions prescribedi hereunder, there

shall be established as an expansion of the existing technical assistance and

development activities of the United Nations and the specialized agencies a

separate Special Fund which would-provlde systematic and sustained assistance in

fields essential to the integrated technical, economic and social development of

the less developed countries,

2. Decides further that,'in lview` of the resources prospectively available

at this time, which are not likely to exceed $100 million annually, the operations

of the Special Fund shall be directed towards enlarging the scope of the United

Nations programme8 of technical assistance so as to include special projects in

certain basic fields to be defined by the Preparatory Committee provided for in

paragraph 4 below, for example, intensive surveys of waterj mineral and potential

power resources, the establishment -- including staffing and equipping -- of

training institutes in public administration, statistics and technology, and of

agricultural and industrial research and productivity centres;

3. Considers that while, without impairing the separate identity of the

Special Fund, the fullest p6ssible-use should be made of the existing machinery-

of the United Nations, the aspecialized agencies -- including the existing

international .financial instituttions -A-;nd the Expanded Programme of Technical

l/ A/3579 - E/2961.

2/ A/3580 - E/2999.
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Assistance, the Special Fund will require some new administrative and operational

machinery;

4. Decides to establish a Preparatory Committee composed of representatives

of sixteen Governments to do the following, taking into account the principles

set out in the annex to the present resolution and the views and suggestions

forwarded by Governments pursuant to paragraph 7 below:

(a) Define the basic fields of assistance which the Special Fund should

encompass and, within these fields, the types of projects which should be

eligible for assistance;

(b) Define in the light of paragraph 3 above the administrative and

operational machinery to be recommended for the Special Fund, including such

changes as may be required in the present legislation and procedures of the

Expanded Programme of Technical Assistance;

(c) Ascertain the extent to which Governments would be willing to contribute

to the Special Fund;

5. Invites the President of the General Assembly to appoint the members

of the Preparatory Committee;

6. Invites the Secretary-General to provide the Preparatory Committee with

all the necessary facilities, including the provision of such expert consultants

as might be required;

7. Requests Governments to assist the Preparatory Committee in its work

by forwarding their views and suggestions to the Committee through the Secretary-

General and, in particular, by indicating the extent to which they would be

willing to contribute to the Special Fund;

8. Invites the Secretary-General, the executive heads of the specialized

agencies and the Executive Chairman of the Technical Assistance Board to forward

their views and suggestions to the Preparatory Committee;

9. Requests the Preparatory Committee to submit the results of its work

in the form of a report and recommendations to the Economic and Social Council,

at its twenty-sixth session;

10. Requests the Economic and Social Council to transmit the Preparatory

Committee's report, together with its own comments, to the General Assembly, at

its thirteenth session, for final action;
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11, Looks forwar, to the establishment of the Special Fund as of

1 January 1959;

12. Appeals to all States Members of the United Nations, in a spirit of

co-operation and solidarity, to give the greatest possible assistance to the

Spe cial Fund;

III

Decides that as and when the resources prospectively available are

considered by the General Assembly to be sufficient to enter into the field of

capital development, principally the development of the economic and social

infrastructure of the less developed countries, the Assembly shall review the

scope and future activities of the Special Fund and take such action as it may

deem appropriate.

730th plenary meeting 14 December 1957

ANNEX

1. The Special Fund shall be a multilateral fund of the United Nations,

with financial resources principally derived from voluntary annual contributions

of Governments and others in or transferable into currency usable by the Fund

and, as much as possible, pledged or indicated for a number of years.

2. Assistance from the Special Fund shall be given only to projects which

would make a contribution to the economic development of the requesting country

or countries. The operations of the Fund shall be in conformity with the

principles of the Charter of the United Nations and shall not be influenced by

political considerations.

3. The Special Fund shall be administered by a chief executive officer

under policies established by an executive body in accordance with such rules

and principles as may be laid down by the General Assembly and the Economic and

Social Council. The membership of the executive body shall be equally

distributed between two groups, one consisting mainly of major contributing

countries and the other consisting mainly of less developed countries. Each

member of the executive body shall have one vote. Decisions of the executive

body on questions of policy, including the allocation of funds, shall require a

qualified majority vote.
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R e p o r t

of the Meeting of the Preparatory Committee for the Special Fund

(11th March -15th April 1958)

Under the Chairmanship of Ambassador Mohammad MIR KHAii (Pakistan), the Prepara-

tory Committee for the Special Fund held 20 meetings, all of which were closed except

for the opening meeting. This Committee was established under the terms of a 1957

General Assembly Resolution for the following purposes : 1. to define the basic fields

of assistance which the Special Fund should cover, and, within these fields, the types

of projects which should be eligible for assistance; 2. to define the administrative

and operational machinery to be recommended for the Special Fund, including such changes

as may be needed in the present legislation and procedures of the Expanded Programme of

Technical Assistance (EPTA); and 3. to ascertain the extent to which Governments would

be willing to contribute to the Special Fund.

Represented on this Committee were 16 Governments (Canada, Chile, Denmark, France,

Ghana, India, Japan, Mexico, Netherlands, Pakistan, Peru, USSR, United Arab Republic,

United Kingdom, United States and Yugoslavia. Representatives from the following

Agencies were present : ILO, FAO, UNESCO, WHO, IBRD, IMF, ICAO, ITU, 1JM4O and IAEA. The

UN Secretariat was represented by the Deputy Under-Secretary for Enomic and Social

Affairs, the Director of the Bureau of Economic Affairs; the Director-General of TAA,

and the Executive Chairman of TAB.

A working group of 10 countries held a number of private meetings to reach agree-

ment on the most complex issues. This group was chaired by Mr. Gopala MENON (India)

and the countries participating were : Canada, Chile, France, Ghana, India, Japan,

Netherlands, United States, United Arab Republic (UAR) and Yugoslavia.

Critical Issues Involved

1. Basic fields of assistance and types of projects

The Committee agreed that a set of guiding principles and criteria should be in-

cluded in its recommendations. The Fund should concentrate on relatively large pro-

jects in the fields of resources, including manpower, industry, agriculture, transport,

statistics, etc.. These projects could take the form of surveys, research and training,

pilot projects, etc.. The Committee felt that examples of types of projects scarcely

lent themselves to including in a legal text, and it was thus decided to append in an

Annex to the Report an illustrative list of such projects which were in no way intended

to limit or determine the Fund's operations.
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The Special Fund should be a separate entity, with 'consideration given : to the

urgency of the needs of the reouesting countries; to facilitating new capital investment;

and to extending projects beyond one year and covering more than one country if necessary.

The Fund should not be a mere expansion of the EPTA. There was general agreement

that the Special Fund and the EPTA were closely related and should be mutually supportirg.

In this connexion three specific issues were considered : a) that appropriate provision

bw made for an exchange of currencies between the EPTA and the Special Fund; b) there

should be a provision for the Managing Director of the Special Fund and the 
Executive

Chairman of TAB to enter into an agreement regarding the role of the resident represent-

atives in the work of the Fund; and c) the Fundta Director should attond meetings of TAB.

On the latter point, a draft resolution was submitted for the consideration of that ses-

sion of ECOSOC which would meet after the Fund was established. The draft proposal sug-

gested that the Managing Director of the Special Fund be cntitled to attend meetings of

TAB, in order to ensure fullest co-ordination between the two operations. The Committee

felt that while in the initial period of the Fundts operations, no further 
legislative

or procedural changes in the EPHTA appeared necessary, such changes may be required as

arrangements for cooperation between the two programs are further developed.

2. Administrative and Operational Machinery and Procedures

The suggestion was made that arrangements might be explored for obtaining 'an

allocation from the regular UN budget to cover the administrative budget of the Fund or

for financing this budget on th same basis of assessments as exist for the regular UN

budget. Projects shall be undertaken only at the request of a Government or Governments

eligible to participate in the Fund, and projects shall be executed wherever possible by

the UN. Financial resources shall be from voluntary contributions by Governments growing

out of an annual pledging conference.

The USSR favoured loans, while the US preferred grants-in-aid as the better finan-

cing procedure. A- compromise formulation was worked out "authorizing the Governing

Council to consider allocating part of the resources of the Fund for assistance on a

refundable basis at the request of Governments for projects, within the terms of refer-

ence of the Special Fund."

Opinion was divided regarding the UN organ which should elect the members of

the Governing Council. The underdeveloped countries were strongly in favour of the General

Assembly as the elective organ, while countries like France, UK and US were equally firm

that ECOSOC should elect the members of the Governing Council. Other members saw advant-

ages on both sides. There was also considerable debate regarding the Mianaging Director's

staff. An Indian proposal amended by the Netherlands was finally adopted which stated

that the staff should be selected by or in consultation with the Managing Director on

the basis of their seecial competence. With respect to the establishing of a Consult-

ative Board, there was also disagreement. Countries like Ghana, India, Mexico, UAR,

USSR and Yugoslavia felt such a Board was not necessary, while Canada, France, Nether-

lands, UK and US favoured its establishment.

In a roll call vote on 14 April it was finally decided that lhe members of the

Governing Council should be elected by ECOSOC, rather than the General Assembly, Those

in favour of ECOSOC were 8 (Canada, Denmark, France, Japan, Netherlands, Pakistan, UK,

US), while 6 were opposed (India, Ghana, Yugoslavia, UAR, USSR, Peru) and 2 countries

abstained (Chile, Mexico).

Thus three main organs were established, subject to final ECOSOC and General As-

sembly approval :

a) Governing Council consisting of 18 countries to be elected by ECOSO for a term of

3 years, subject to re-election. This Council shall provide general policy guidance

and exercise immediate governmental control of the policies and operations of the

Special Fund. This Council shall normally meet twice yearly. Decisions on important

questions like policy, allocation of funds and approval of projects will be made by a

2/3rds majority vote.
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b) Consultative Board will be composed of 3 persons : the UN Secretary-General; the
Executive Chairman of TAB; and the President of the IBRD. It will advise the Managing
Director.

c) Managi Director and his Small Staff shall have overall responsibility for the

operations of the Special Fund. The Managing Director shall be appointed by the Secre-

tary-General of the UN, after consultation with the Governing Council, and subject to

confirmation by the General Assembly of the UN. His term of office shall be 4 years,

with eligibility for re-appointment.

3. Contributions

Only 26 Governments replied to this question, and of these replies only three

the Netherlands, Turkey and the US, gave precise indications of the extent of their

possible contributions to the Special Fund. The Netherlands indicated it was provision-

ally considering a contribution of approximately T 3.6 millions, but a final decision

would be subject to parliamentary approval, after the Fund was established. Turkey

stated that its contribution percentage-wise would not be over the percentage represent-

ed by her present EPTA share of V 210,000, subject to approval by the Turkish Grand

National Assembly. The US spoke of making available V 38 millions in 1959 for the
Special Fund, which was The figure requested from the US Congress.

Canada stated it would be in a position to offer tangible support, provided the
Committee agreed on the way in which the program would develop, and provided that the

organisational arrangements would lead to sound and carefully executed projects. China,

Dominican Republic, France, Israel, Ghana, Japan, Mexico, Morocco, Norway, Poland,Sweden,
Switzerland and Yugoslavia felt they were not in a position to indicate their contrib-

utions at present, but that consideration would be given at the appropriate time. Cambo-

dia, Ceylon and the Philippines said they could only consider a token contribution.
Austria, Finland, Jordan, Republic of Korea, New Zealand and Portugal stated they would

be unable to contribute at present.

In view of this informati.on, the Committee concluded it could not carry out this

part of its mandate and decided to request the UN Secretary-General to transmit its

report to States Members of the UN or members of its Specialized Agencies or of the IAEA,

and to invite Governments to provide as precise information as possible as to the extent

of their willingness to make contributions. The Committee also decided to request the

Secretary-General to bring to the attention of Governments the desirability of making

the highest possible contributions. The hope was expressed that for 1959 an amount of

at least ! 100 millions would be available for the Fund's operations. The Committee

suggested that the Special Fund study methods of encouraging donations from non-govern-
mental sources, such as foundations.

Adoption of Report and Recommendations

The Committee felt it would be useful to present its recommendations in a form

which would facilitate their inclusion in a draft resolution when ECOSOC considered the

report in Geneva next month. The report with its recommendations was approved with one

abstention (USSR) on 15th April.

The USSR Representative stated that the Special Fund should form the nucleus of a

SUNFED. He pointed out that he had abstained because all countries wishing to particip-
ate in the Fund should be free to do so. Moreover contributions should be voluntary

and payable in local currency or in kind; loans should be granted on advantageous terms

as a form of assistance from the Fund to underdeveloped countries; the Fund should be
an independent UN organ and not subordinate to the IBRD; and private interests should

be excluded from the Fund's activities.

ICC Observer : Roberta M. LUSARDI (ICC s permanent representative at United

Nations, New York).



CHAMBRE DE COMMERCE INTERNATIONALE

INTERNATIONAL CHAMBER OF COMMERCE
38, COURS ALBERT I- - PARIS Vill•

Economic & Financial Policy Document No. 111/79
RB 8.VII.I958 - mtp

(English only)
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COMPARATIVE -STUDY OF liWS _AND_ REGULATIONS

GOVERNqING FOREIGN INVESTMENT IN UNDERDEVELOPED COUNTRIES

(Item II of the Agenda)

Proposals

submitted by the Japanese National Committee of the ICC

1. This proposition is, in our view, quite a pertinent one to take up. The annexed
table has been prepared on the basis of data available in Japan, giving a description
of the comparative study of the main points of treatment accorded to foreign investment
in various underdeveloped countries. Of thirty-eight countries, eleven countries, in-
cluding Japan, have special legislation governing foreign investment. A number of coun-
tries have clarified the treatment of foreign investment in the policy statements of the
governments concerned. There exist great differences among the countries concerned in
_,espect of (a) the specific fields of industry restricting the activity of foreign in-
vestment, (b) restriction of the amount of foreign investment (restriction of the pro-
prietary interest of foreigners), (c) remittance of principal or interest, (d) restric-
tion of employment, and (e) treatment of foreign investment in case of nationalization.

2.. Information needed by foreign investors is very comprehensive and detailed. It in-
cludes not only various legal provisions for the treatment of direct foreign investment,
but also the provisions for taxes, general exchange restrictions, residence, etc. Hence,
it ie a very painstaking, difficult task to gather information in all these respects,
and it is especially necessary to obtain the positive cooperation of the governments
concerned and the assistance of IMF and various United Nations institutions. A consider-
able volume of data of this nature has been prepared so far. For example, there are
IMFIs survey on the exchange restrictions in force in various countries, the U.S. Depart-
ment of Commeree's survey on various countries, ECAFE's and ECIA's data, etc. It is
necessary and very beneficial for ICC to make a comprehensive study of a few selected
countries with the cooperation of these institutions. In selecting such countries, it
will be necessary to see that two or three countries represent each of the areas of Asia,
the Middle and Near East,. Africa, Central and South America, etc.; likewise, two or three
countries should represent each of the currency areas, such as the sterling area, dollar
area and other currency areas; consideration should be given so as to include countries
with oil resources and countries without oil resources; and emphasis should be placed on
the countries which have a comparatively big chance for the inflow of private foreign
investment in the near future.

3. It is a matter of great significance to formulate the practical standards of con-
duct based on the ICC-sponsored general code, in accordance with the above-mentioned
surveys. Especially in the case where there exists, according to the information revealed
by surveys, a wide gap between the ICC-sponsored code and the policies of various coun-
tries, it is, in our views, essential to formulate practical standards.
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(2) (3) (4) (5) (6) (7) (8) (9) E.onlyLaws or Restriction Restriction Remittance Restriction Regulation Competent Incentives for

Country policy on fields on foreign Profit or Principal on concerning authorities new industries
statements of activity shares interest employment nationali ati on

Central and South America

jexico None None below 49% in free free 90% except None Ministry exemption from tax
case of broad- fcr director of Foreign under New Essential
castig, trans- & engineer Affairs Industry l1'omoticn Law
portation,
fishery etc.

Guatemala None Scoo- below 30% in free free 90% except None Tax exemption for
case of bevers- for director ten years under
age industry & engineer Industry promotion

Law of I947

Honduras None None free free Tax exemption for

5 years

El Salvador None below 50% to free free 90% except None Exemption from
receive the for director import customs duty
application & engineer & other taxes
of Industry
Pr omotic Law

Nicaragua Foreign Ca- Almost None free free 75% except None Exemption frompital intro- none for director import duty onduotion Law & engineer machinery forof 1955 
new industries

Costa Rica None In case of 10% in case permission 90% except None
application of of apolic- is necessary for directcr
the same rate ation of the only when and engineer
as at the time same rate as official
of investment at the time rate is
of principal of investment app]U able

of principal

Panama None None None free free None None

Dominican None None None free free 70% None Tax exemption orRepublic 
reduction may be
given to certain
industries
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( (2) (3) (4) (5) (6) ) (8) (9)

Cuba law concerning None None free free 50% None
tax exemption
for foreign
capital

Venezuela None None None free free 75% only when the
non-official
side wants to
be ntionalized

Colombia foreign capital None None free free 80% for direc- compensation Supervisory
introduction tar& engineer, will be made Bureau for
law of 1952 90% for others for expropria- Stock company

tian(constitutian)

Peru regulation for None ships 35% free free 80%
the establish- petroleum 70%
ment of corpor- insurance 50%
ation by
foreign capital

Chile Foreign capital None free after 5-year 85% None foreign Tax exemption
introduction except for holding capital for 10-20 years,
law of 1954 government period 20% committee Import duty will

undertaking per year is be exempted in
remittable case of foreign

investment inkind

Bolivia foreign capital None None 15% per 20-30% None Finance
introduction year per year Linistry

law

Paraguay foreign capital None None 20% per 20% per None for first None Central 20% income tax
introduction year year five years Bank of exemption and

law Paraguay import duty far
5-10 years

Brazil SUAMOC directive None None More than 2/3 None Currency
113 and others (same with stabilization

payment of wage) Committee

Uruguay None None None free free None

Argentina Circular of None None free after 10-year None None Central Foreign Capital
Central Bank holding-period Bank will oe treated

10-20% on same footing
with domestic

capital
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South East Asia (1) (2) (3) (4) (5) (6) ) (8) (9) (E.only)

Philippines None except below 40% 1% per 10% per 60% compensation National Tax exemption
constitution for public year year will be made Economic for new ersen-

utilities for revenue Council & tial industries
(constitution) Central Bk.

Indonesia government None except below 49% subject to Subject to None Consent is re- R
statement for public for key approval ap oval quired in case C xeitalxemconutilities Citlwill _be consi-

and traditin- industries 36% per 5 per year of gationaliz- CoMittee dered
year is is remdftable ation.Appropr-al small remittable iate compensa-

ent rprises tion will be
made for ex-
propriation

Viet-Nam Government subject to compensation
statement approval will be made

for expro-
priation

Cambodia Foreign ca- Ban is below 50% Below 8% after 4-year 5 0 compensation Ministry of treated in tax-
pital intro- placed on holding will be made Economics ation on the same
duction law 18 indus- period below for expro- & National level as its own

tries 6% per year is priation artment nationals
remittable Council

laos Government below 49% 8-10% per 10% per None Exchange treated in tax-
statement year year Bureau ation on the sare

level as its own
nationals

Thailand Industry Some indus- below 49% subject to subject to None None Industry
Promotion tries will be approval approval Encourage-
Law placed under ment CoMitte

State manage-
ment

Japan Foreign Ban is placed None subject to subject to None compensation Finance Minis-
Investment on some approval approval will be made try & other

Law industries for expropriatio2 competent
authorities

Malaya None subject to subject to subject to subject to subject to
administrative adminis- approval approval administra-

guidance trative tive gidance
guidance
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(1) (2) (3) (4) (5) (6) (7) (8) (9)
a Government limitation below 40% subject to subject to 25% for high nationaliz- Ministry of

Statement on military approval approval officials & ation for Mining and
and atomic engineer limited years Industry
power industry

- :.a Government limitation on below 49% subject to subject to some nationalized Ministry of
statement military & approval approval industry will Industry

atomic power be decided in Ministry of
industry 1958 Mining

on Government below 49% subject to subject to 50% for high compensation

statement approval approval officials & will be made
engineer for expropr-
100% for iation
others

Tlaan Ordinanco None unless None subject to after 2-year not national- Ministry of
for foreign- othervise approval holding period ized in case Economics

er's invest- stipnlated belam 15% Subject to ap- 50% or more

mont proval below of capital is
15% is remit- foreign capital
table

UiQo East and other areas

nistan Foreign None subject to subject to Foreign Preference will
capital intro- approval approval Capital be given to
duction law Comnittee Industry, Mining,

Public Utilities,
Farming,Transport-
ation in which
foreign capital
will be treated on
the same footing
with domestic ca-
pital.

Tumey Foreign capi- None for the None None None None Minis try tax exemption
tal introduc- industries for of Commerce and other
tion promotion which monopoly privileges
law is necessary

han Foreign capi- Nono None 15% per 20% per None Appropriate Foreign
tal intro- year year compensation Capital
duction law will be made Committee

for expro-
priation
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(1) (2) (3) (4) (5) (6) (7) (8) (9) (E Only)

gypt foreign None None 10% per after 5-year None None Foreign

capital law year holding Capital
period 20% Committee
per year

roece foreign None None 12% per after 1-year None None Ministry foreign capital

capital law year holding of Liaison will be treated

period 10% & Coordin- on the same

per year ation footing with
domestic capital

igeria governmont Some indus- None None None
statement tries are

dosignated

Knion of government subject to subject to free free None
;outh statement approval approval after after

frica approval approval

Source :inistry of International Trade & Industry, Current Situation and Problems of International

Economic Cooperation (in Japanese); 1958, PP. 153-156.

For Japan, Ministry of Finance, Guide to Laws Relevant to Foreign Investment in Japan, 1954.
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COMMISSION ON FOREIGN INVESTIENTS AND ECONOMIC DEVELOPMENT

Meeting on lOth-llth July 1958

FOR INFORMATION -----

Under ITEM I of the
PROVISIONAL AGENDA.Exr c

... E x t r a c t

from the official Report of an address
given by Tunku Abdul Rahman Putra,

Prime Minister of the Federation of Malaya,
as President of the XIVth Session of the UN Economic Commission
for Asia and the Far East (ECAFE) at Kuala Lumpur in March 1958.

"He (Tunku Abdul Rahman) doubted, however, whether aid (governmental)
would ever be sufficient to meet all needs. More consideration should

therefore be given to promoting the flow of private capital to Asian coun-

tries. Many countries already attached importance to creating conditions

which would attract such capital. It would be a powerful incentive to the

investment of private capital in Asia if the countries of the region were

to come together under the auspices of the United Nations organizations

and draw up, in consultation with representatives of potential leader coun-

tries an international charter to regulate the treatment of that capital.

The charter would have the object of safeguarding the legitimate rights

and interests of foreign lenders; it might also indicate the part which the

latter would be expected to play in promoting the development of both human

and natural resources in the .receiving country; and it would allay any

fears that private foreign investment might interfere with that country
t s

sovereignty and national interests".
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COMMISSION ON FOREIGN INVESTMENTS AND ECONOMIC DEVELOPMENT

----OR-----FO--R-MTON---, Meeting on loth-llth July 1958

Under ITEM I of the
PROVISIONAL AGENDA -

INTERNATIONAL FLOW OF PRIVATE CAPITAL

FOR THE ECONOMIC DEVELOPMENT OF UNDERDEVELOPED COUNTRIES

Resolution

adopted by the General Assembly of the United Nations
on llth December 1954

The General Assembly

Taking note of the reports on the international flow of private capital prepared
by the Secretary-General pursuant to its resolution 622 C (VII) of 21st December 1952,

Recognizing that the international flow of private investment for productive ac-

tivities contributes to the raising of living standards by assisting in the development

of natural resources, the expansion and diversification of agricultural and industrial
production, and the growth of technical skills,

Recognizing that the flow of private investment has not been commensurate with

the needs in those areas where rapid development is essential for economic progress,

Recognizing that voluntary reinvestment in underdeveloped countries of profits

and earnings of foreign capital not only reduces demand for foreign exchange, but also

contributes directly to the expansion of economic activity and the increase in the

national income of the country in which it takes place,

Recognizing that expanding international trade and continued progress towards

wider convertibility of currencies will be conductive to a greater flow of such invest-

ment,

Recognizing the necessity for measures designed to remove the impediments to such

a flow and to attract private investment.

1. Recommends continuing efforts by countries seeking to attract private foreign

capital to :

a) Re-examine, wherever necessary, domestic policies, legislation and administrative

practices with a view to improving the investment climate; avoid unduly burdensome tax-

ation; avoid discrimination against foreign investments; facilitate the import by in-

vestors of capital goods, machinery and component materials needed for new investment,

make adequate provision for the remission of earnings and repatriation of capital;

b) Develop domestic and foreign information services and other means for informing

potential foreign investors of business opportunities in their countries and of the

relevant laws and regulations governing foreign enterprise;

c) Consider supplementing their efforts to attract foreign private investment by in-

cluding in their requests for technical advice and assistance from the United Nations

and its specialized agencies as well as from the countries well advanced technically,
such matters as
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(i) Economic surveys to determine the sectors most likely to be of interest to
private investors and to identify specific opportunities within those sectors;

(ii) The preparation of material regarding specific projects in a manner which will
command the attention of private investors;

(iii) The establishment of channels for the presentation of specific projects to

potential investors in capital-exporting countries.

2. Recommends continuing efforts by countries able to export capital to

a) Re-examine, wherever necessary, domxestic policies, legislation and administrative

practices with a view to encouraging the flow of private capital to capital-importing
countries;

b) Ensure to potential investors the availability of the fullest possible information

on foreign investment opportunities and on the conditions and outlook for investment in

individual foreign countries;

c) Ensure to capital-importing countries (including firms and individuals therein)
the availability of information on the investment desires of firms and individuals in
the capital-exporting countries;

d) Impress on investors the importance of endeavouring to secure local capital par-
ticipation in their foreign enterprises whenever feasible and appropriate;

e) Adopt, within the framework of their institutions, measures on taxation that will

progressively reduce international double taxation with a view to its final elimination;

3. Reco mmends continuing efforts by the capital-exporting and capital-importing
countries, where appropriate, to take such other steps as may be feasible and mutually

acceptable to stimulate the flow of capital to underdeveloped countries and more espe-
cially to

a) Negotiate appropriate treaties, agreements, or other arrangements;

b) Negotiate treaties on double taxation-

c) Negotiate agreements, if consistent with national laws, providing for the insur-

ability of certain non-business risks;

4. Recommends further that capital-importing and capital-exporting countries

consider the desirability and feasibility of establishing investment corporations in
individual countries designed to encourage the participation of private investors;

5. Declares that, in order for new foreign investments to be an effective con-

tribution to the economic development of the underdeveloped countries, it is advisable
to take into account, among other things, the situation with regard to previously estab-

lished enterprises so as not to affect their normal development, provided that this is

in harmony with the national interest;

6. Requests the Secretary-General to prepare annually a report on the internation-
al flow of private capital and its contribution to an expanding international economy,

and on the measures taken by governments affecting such flow, or announced by them to be
under consideration. 'In preparing the report account should be taken of the discussions

on this subject in the Economic and Social Council and in the General Assembly and of
the proposals made therein, and of suggestions which may be communicated by governments,
by the International Bank for Reconstruction and Development and by the International
Monetary Fund for promoting the international flow of private capital.
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SUMMARY RECORD

The Commission on Foreign Investments and Economic Development of the International
Chamber of Commerce met at International Headquarters, Paris on 10th and llth July I958,
under the chairmanship of Sir Jeremy RAISMAN (United Kingdom), assisted by Dr. h.c.
Hermann J. ABS (Germany), George S. NEBOLSINE (U.S.A.) and S. VERNON SMITH (Australia),
Vice-Chairmen, by Professor Pieter KUIN (Netherlands), Rapporteur, by Mr. Walter HILL,
Secretary General of the ICC, and by Mr. Richard BARTON, Secreta'y of the Commission.
The Chairman and Officers of the Commission met beforehand, in the morning of 10th Jaly,
for a preliminary discussion of the more important agenda items.

The International Bank for Reconstruction and Development (IBRD).and the Inter-
national Finance Corporation (IFC) were represented at both meetings by Mr. Davidson
SOMMERS and Mr. John Duncan MILLER.

Opening the meeting, the Chairman warmly welcomed the representatives of the IBRD
and IFC and expressed the hope that there would be continuing close and fruitful colla-
boration between those two organizations and the ICC.

(A complete list of those present will be found at the end of this Summary Record.)

Summary of Decisions

I. INTERNATIONAL AGREEMENT ON PRIVATE INVESTMENTS : FOLLOW-UP OF RESOLUTION No.3 OF
THE NAPLES CONGRESS

The Commission adopted the recommendations submitted to it on this sub-
ject by the Chairman and Officers, as follows

a) Any direct approach by the ICC to the Economic and Social Council of the
United Nations with a request for the convening of a conference such as that
envisaged in the Naples Congress Resolution would be premature, particularly
in view of the fact that the IBRD and IFC would not be prepared to sponsor
such a conference.

b) Every effort should however be made by the ICC to encourage the governments
of the capital-importing countries, either individually or through regional
bodies such as the Economic Commission for Asia and the Far-East (ECAFE),
to take the initiative in proposing the elaboration of an international in-
vestments code. The joint meeting of the IMF and IBRD in New Delhi next
October, which the Chairman of the Commission and the Secretary General of
the ICC would be attending, might offer a useful opportunity of sounding out
unofficially government opinion on this score.
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c) Another constructive step toward the same general objective would be the
adoption, by the European Economic Community of the Six and by the member

countries of the proposed Free Trade Area, of a liberal and non-discriminatory
regime for investments coming from non-member countries, which would give a

valuable example to the rest of the world.

d) The ICC should carefully consider the possibility, suggested by Mr. Davidson
SOMMERS, of setting up, in collaboration with the United Nations and interes-
ted non-governmental bodies, suitable machinery for arbitrating disputes bet-
ween private enterprises and individuals on the one hand, and governments and

public bodies on the other, which would be acceptable to both parties.

II. PROPOSED COMPARATIVE STUDY OF LAWS AND REGULATIONS GOVERNING PRIVATE FOREIGN
INVESTMENTS IN UNDERDEVELOPED COUNTRIES

After consideration of the Japanese proposal (Document No. 111/79) and of similar
proposals made by the Indian National Committee and by Mr. George NEBOLSINE, the
Commission came to the conclusion that it would be unwise for the ICC to attempt
to compile and appraise laws and regulations governing private foreign investments,
even in a selected list of countries.

The Commission requested its Rapporteur to prepare a report, taking as its chapter
headings the main articles of the ICC's Code, which would illustrate under each
heading, with concrete examples, the type of action a developing nation could

take in order to -attract foreign capital. The Rapporteur would draw upon mater-
ial which the IBRD or IFC, Mr. Nebolsine and other members of the Commission
might be able to supply on this subject.

III. DEVELOPMENT BANKS

After consideration of Professor KUIN's memorandum (Document No. 111/75) and of
additional information given by Mr. Davidson SOMMERS and Mr. NEBOLSINE, the
Commission requested its Rapporteur to prepare a draft resolution on this subject
for submission to National Committees. When circulating this draft resolution,
International Headquarters would ask National Committees to send in their
comments on the memorandum (Doc. 111/75) to which National Committees had not had
time to give full consideration in advance of the meeting.

IV. WIDER PARTICIPATION OF WAGE EARNERS, EMPLOYEES AND CONSUMERS IN INVESTMENT
ACTIVITIES

The Commission confirmed the decision taken at its previous meeting to recommend
the publication of a report on this subject, assembling the data contained in
the Rapporteur ts Preliminary Report (Document No. 111/69) and Supplementary
Report '(Document No. 111/76). It requested the Rapporteur to prepare a final
draft for adoption at the next meeting of the Commission, with an introductory
section explaining why the ICC attached importance to the development and ex-
tension of initiatives of the kind described in Professor. KUIN's two reports.

V. DEVELOPMENTS IN THE UNITED NATIONS

The Commission was informed of the latest developments in the United Nations
with regard to the Special Projects Fund approved by the U.N. General Assembly
in December 1957 (Documents Nos. 111/71 and 111/78) and with regard to the
setting up of a U.N. Economic Commission for Africa (Document No. 111/72).



ICC -3- Doc. 111/77 - or.

Points from the Discussion

INTERNATIONAL AGREEMENT ON PRIVATE INVESTMENTS FOLLOW-UP OF RESOLUTION No.3 OF THE
NAPLES CONGRESS

In the course of the discussion of this item of the agenda, Mr. Davidson SOMIERS
explained the position of the 'IBRD and IFC. They had given careful thought to the
recommendation contained in the Naples Congress Resolution and had come to the conclusion
that they would not be prepared to sponsor a conference of the kind envisaged. Such an
initiative was quite outside the normal scope of their activities and they did not feel
that they had the necessary experience or qualifications. The IBRD and IFC had also
considerable doubts of the success of such an undertaking. The outcome might be the
opposite of the one sought.

If the initiative came from elsewhere, however, the IBRD and''IFC would of course
readily take part in any conference that might be organized and express their views.

Mr Sommers then offered a suggestion for immediate action by the ICC. The IBRD w,
constantly approached to arbitrate disputes between private firms and governments or
public authorities. Although these disputes often turned on a question of assessing com-
pensation, they were by no means all confined to the field of international investments
properly so-called. They also arose in connection with the contrac-ts of private sup-
pliers and contractors.

Existing systems -of arbitration, admirably as they were organized, were not wholly
suited for dealing with disputes of this kind. They were, of course, quite capable of
doing so, but the governments and public authorities:of many of the countries involved
were reluctant to have recourse to them. In the case of the ICC, the "Chamber of Commer-
ce" label, and in the case of the AAA and the Inter-American Arbitration Association,
the "American" label acted as a deterrent.

Mr. Sommers therefore felt that there was place for some new machinery to deal with
cases of this kind and he suggested that the ICC might investigate, in consultation with
the United Nations Secretariat and interested private organizations, the possibility of
creating the machinery needed.

PROPOSED COMPARATIVE STUDY OF LAWS AND REGULATIONS GOVERNING PRIVATE FOREIGN INVESTMENTS
IN UNDERDEVELOPED COUNTRIES

Mr. Yoshinari SAJIMA (Japan) explained the suggestions made by the Japanese National
Committee in Document No. 111/79. He emphasized the foreign investor's need for reliable
information on the laws and'regulations governing investments in the countries in which
he was interested. A comparison of the laws and regulations in a number of countries
would serve the double purpose of supplying much of the information required and at the
same time making a realistic appraisal of the principles contained in such documents as
the ICC's Code.

Mr. George NEBOLSINE urged that the ICC's objective should be to bring to bear the
practical judgment of the business community on typical clauses of existing laws and

regulations. Certain habits of legislation were deeply entrenched, without any attempt
having been made to make a really scientific assessment of their usefulness. He gave
as an example the restriction of transferable profits to a certain percentage. They

should scrutinize each clause in terms of whether or not they genuinely served the pur-

pose for which they were intended.

Mr., W. MANNING DACEY (U.K.) wondered whether the IBRD might not attempt the task of
compilation, just as the IMF did in the case of exchange restrictions. Mr. Davidson
SOMWERS replied that the idea had often occurred to the IBRD and IFC, but they had been
appalled by the immensity of the field to be covered, which was much wider than that of
exchange restrictions.
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The CHAIRMAN felt that the mere study of laws did not go far enough. It would be

a major academic exercise, but would not supply half of the material required.' Adminis-

trative practice was quite as important as the-text of laws and regulations. For ins-

tance, one country might have a law listing the types of industry in which foreign in-
vestments were permitted or forbidden. In another country the law might be silent on

this subject. But an entrepreneur would make a great mistake if he thought that the

silence of the law in the second case gave him free access to any field of economic
activity. Similarly the law might provide for non-discrimination in the field of tax-

ation, but that did not mean that the application of the law to the executive staff of

foreign enterprises would not make it impossible to recruit suitable personnel.

Mr VERNON SMITH emphasized the delay involved in compiling such a wealth of mate-
rial. The question would still arise afterwards of how best to utilize this material.

He thought that the ICC should simply select two or three countries as case studies.

Professor KUIN felt that it would be extremely embarrassing for National Committees
to answer an inquiry concerning the way in which foreign investments were treated in
their countries. He suggested that it would be better to draw up a report explaining in
practical terms how a country should act which genuinely desired to encourage foreign

investments, taking into account both law and administrative practice. Mr. BARTON

thought that a report such as that envisaged by Prof. Kuin might well be divided into

chapters corresponding to the main articles of the ICC's Code. Mr. Cecil SAVIDGE (UK)
asked whether the CAFEA might not be requested to make a case study.

Mr. Chentsal RAO' (India) pointed out that the Indian National Committee had made
a proposal similar to that of the Japanese. What was needed was appraisal rather than

compilation, and such appraisal should cover not only the underdeveloped countries but
also certain developed countries. With regard to Professor KUINts fear of embarrassing

National Committees, he felt sure that his omn country would be perfectly prepared to

act as a guinea-pig if the Commission so desired.

Mr. Michel HOMOLLE (France) agreed with those speakers who had emphasized the im-

portance of actual practice and administration. Nevertheless, it was. essential to have
sound legislation as a foundation. He felt that a comparison of laws and regulations
might serve a useful purpose in encouraging countries to adopt the right kind of legis-

lation.

DEVELOPMENT BANKS

Mr. George NEBOLSINE emphasized the value of Development Banks as a novel channel

for promoting private enterprise and investments. They represented an interesting combin-

ation of government assistance and private initiative.

Mr. Davidson SOMHERS informed the Commission that the IBRD had recently sponsored

a first meeting of representatives of development banks. The results had been most

interesting and the IBRD was intending to publish the discussions in book form.

As already stated in his memorandum (Doc. 111/75), Professor KUIN had some doubts

as to whether the Development Bank could really be considered as a device to stimulate

international private investments. This would only be so if the yield were high enough

to attract foreign investors. As it was, he felt that the foreign investors who would

be mainly interested in buying the shares of development banks would be companies which

already had direct investments or wore already doing business with the particular coun-

try in question.

Dr. ABS and Mr. TUPPER BARRETT (USA) wondered whether the study should not be ex-

tended to cover institutions such as the Commonwealth Development Finance Company, the

Charterhouse Investment Trust Ltd., Barclayts Overseas Development Corporation, etc...

The BAPPORTEUR answered that these institutions were in an entirely different cate-

gory. Mr. Davidson SOMMERS confirmed this view and emphasized that development banks
were primarily designed to mobilize local capital and to channel public funds from
abroad, for the purpose of promoting private enterprise.
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WIDER PARTICIPATION OF WAGE EARNERS, EMPLOYEES AND CONSUMERS IN INVESTMENT ACTIVITIES

Dr. H. BOLLER (Austria) urged that in view of the great interest aroused by the
inquiry, the ICC should not simply publish a brochure but should also state why it
attached importance to the extension and development of initiatives such as those des-
cribed in Professor KUINt s two reporta. He proposed that a resolution should be drawn
up on this subject.

Professor KUIN suggested, and the Commission agreed, that instead of drafting a
resolution, he would prepare an explanatory introduction to the report, which would be
submitted to the Commission for approval. There was one point on which he would require
the guidance of the Commission. He personally had doubts as to the advisability of
issuing shares to workers, particularly when the shares were issued by a company to its
own workers.

Dr. ABS shared the Rapporteur's doubts. The system of workers shares led to a
demand for share issues at nominal value. It also placed enterprises with no share-
capital at a disadvantage. He gave the example of an enterprise in Germany which had
offered shares to its employees at par, in other words with a fifty per cent bonus, an,
only one hundred out of fourteen thousand employees took up the offer. Another company
gave its employees a bonus in the form of shares and they were all resold within six
months. It was essential, Mr. Abs said, if people were to understand the meaning of
private property, that everybody should pay for shares at their full value.

PLACE OF NEXT MEETING

Mr. Chentsal RAO (India) said that his National Committee would greatly appreciate
it if the Commission or its Chairman and Officers would consider holding their next
meeting in New Delhi on the occasion of the IMF-IBRD meeting.

The CHAIRMAN and the SECRETARY of the Commission were very grateful to Mr. Rao for
his suggestion, but pointed out that it would be difficult to organize a meeting in New
Delhi at such short notice. There would also be difficulties of financing. The sugg<
tion would however be referred to the Secretary General for consideration on some future
occasion.

- - - - - - - - - -
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April 18, 1958

Sir Al xander MacFarquhar
Post Office 3ox 618
Iangkok, Thailand

Dear Sir Alexander:

Tha k -ou v juch 4or yor "Personal" air letter of 19
4arch that I received upon Iy return a couple of days ago from
a month's visit in gypt. I an gratefu-l. -or your kind renarks
about our 'ekong reoort and for your reco endation o me for
m mbership on the Board.

I apprciat.e your interet in the post of Chief xecutive
Officer to t? pecial Projects Fund. In 1y opinion, you are
e-mnently .ittod for that post both by reason of your actual
technical. and executive experience and also especially because
of your splendid personal qualifications. I know that Mr. Black
has b en consulted about it and no doubt will be again. In event
that I have the opportunity to do so, I will most certainly
recommend you highly.

Please remember me kindly to Lady Mac arquhar and tell her
that I wear that beautiful tie often.

With best reg ards,

Sincerely,

Rq. A. veeler

RA'Wheeler ;lfb
cc: Files



March 19, 1958

Dear MKr. Brunie,

Thanks for your note of March hth which I
found on ry return fro- Fiurope. I have no definite
olans to he in New ork, but it is quite likely that
T will be coming up durn the next several weeks
and if I do I will get in touch with your secretary
to see if we can have a talk. I am sure that I will
be ab l to arran e to see ou at jour apartment.

Yours sincerely,

f" ,rA -,7 1*

Davidson Somiers
Vice President

:'r. .''n;; C. Prunie
Pres'id nt
Ennih e T',ust Cs; an,

o "ork, .Y.

DS/km



Statement made by Mr. Deimth, Director of Technical Assistance and Liaison,
before the U .N. Preparatory Comimittee on the Special Fund, at the request

of the Committee, on Mar'ch 12, 1958
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-arch 10, 1958

Mr. ihtenry c. Prrnie
esident, 4i'e Trust Company

20 'read ''tr et
ew York 2'-, ..

iear Mr. "runie:

This is to 1et you -rew t t "r. .4rs
is o a short t, tc urc-e;ist now. - ex-
ect l back n ast n on l'c.rh 17th and

x~'P't r~ c~ Wi ll 2-,"rouTt to h~s

.ecretary to r. Somers

Files: Mr. Sommers' first letter was
dated *xrrk Feb. 5th, enclosing
a UN paper
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Mr. Shoaib March ., 1958

Richard H. Demuth

U.N. Special Fund

You asked me to set forth a list of those points concerning the
set-up of the proposed U.N. Special Fund which I consider important to
the effective operation of that Fund. The more important points that
occur to me are these:

1. I believe that the governing body should be in the nature
of a board of directors rather than of a political conference or com-
mittee. To this end

(a) The number of directors should be relatively small and mem-
bership should be open to all contributing governments,
whether or not members of the U.N.

(b) It should Ie composed, to the extent possible, of men
chosen for their experience in dealing with economic devel-
opment matters, rather than for their experience in general
political negotiations. It would be particularly useful
if a number of governments appointed as their members on
the governing board their Executive Directors for the Bank.

(c) It should meet in private, not public, sessions and its
meetings should normally last a matter of hours rather
than a matter of days.

(d) It should, if possible, be a new body rather than a revised
TAC or a subcommittee of TAC. This is desirable not only
to assure appointment of men of stature to the board but
also to avoid importing into the board's deliberations the
existing TAO pattern. If it is desired to have the same
intergovernmental body review the Special Fund and the
technical assistance program, this could best be done by
putting the proposed new board in charge of both and either
killing off TAC or letting it die on the vine.

2. There should not be any elaborate system of governmental de-
bates superimposed upon the deliberations of the governing board since
this would draw the Special Fund unnecessarily into the political arena
and unduly divert the attention of its operating staff. Specifically,
an annual debate by ECOSO and by the Second Committee of the General
Assembly would seem sufficient and a three-tiered review (TAC, ECOSOC,
General Assembly) should be avoided if possible.

RHD:tf



March 3, 1958

Sir Herbert Broadley
Deputy Director-General
'Food and Agriculture Organization
Viale delle Terme di Caracalla
Rome, Italy

Dear Herbert:

Thank you for your letter of February 21 enclos-
ing a copy of the FAO paper on the Special Projects
Fund. I have read the paper with a good deal of inter-
est.

For your information, the Bank does not expect
to submit any paper to the Preparatory Committee, but
in general we support the position taken in the paper
prepared by the Secretary General.

I hope to see you in New York during the course
of the month. With kind regards,

Sincerely 5egrs,

Richruth
Ddfrector

Technical A,*sistance and Liaison Staff

RHD:tf



March 3, 1958
Mr. David A. Morse
Director-General
International Labour Office
Geneva, Switzerland

Dear Mr. Morse:

In the absence of Mr. Black, who is on a trip abroad,
I wish to \dfaowledge receipt of your letter to him of
February 21 enclosing three copies of an IID paper concern-
ing the United Nations Special Projects Fund. We have
examined this paper with a good deal of interest.

For your information, the Bank does not propose to
submit any paper to the Preparatory Committee on the Special
Fund, but in general we support the position taken in the
paper submitted by the' Secretary General.

Sincerel yours,

Ria H .- emuth
Director

Technical Assistance and Liaison Staff

RHD:tf



INTERNATIONAL LABOUR OFFICE -UREAU INTERNATIONAL DU TRAVAIL

(TENEVA2

Dear Mr. Black,

As you will recall, Resolution 1219 (XII) concerning
the financing of economic development, adopted by the
General Assembly of the United Nations on 14 December 1957,
invites the executive heads of the specialised agencies
to submit their views and suggestions concerning the
proposed special projects fund to the Preparatory Committee
established by that Resolution.

I enclose herewith three copies of the paper concerning
this resolution which will be submitted to the Governing
Body of the I.L.O. at its forthcoming (138th) session.

As you will see from paragraphs 57 to 66 of the paper,
it is proposed to submit to the Preparatory Committee views
and suggestions on the proposed special projects fund which
will reflect the opinion of the Governing Body itself. While
it is anticipated that the Governing Body will endorse the
suggestions contained in the paper, they are to be regarded,
at this stage, as representing only my own views and
recommendations to the Governing Body, and the paper is being
communicated to you for your personal information.

Sincerely,

David A. Morse,
Director-General.

Mr. Eugene R . Black,
President,
International Bank for Reconstruction
and Development,

1818 H Street N.W.,
WASHINGTON 25, D.C.
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INTERNATIONAL LABOUR OFFICE
BUREAU INTERNATIONAL DU TRAVAIL
OFICINA INTERNACIONAL DEL TRABAJO G 2.13/fo/n2/6
GOVERNING BODY 138th Session

CONSEIL D'ADMINISTRATION
CONSEJO DE ADMINISTRACION geneva

February-Marc-h 1958

INTERNATIONAL ORGANISATIONS COMMISSION DES ORGANISATIONS COMISION DE ORGANIZACIONES

COMMITTEE INTERNATIONALES INrERNACIONALES

Second Item on the Agenda

UNITED NATIONS SPECIAL PROJECTS FUND

Explanatory Note

The attached document dealing with the proposed estab-
lishment by the United Nations of a Special Fund to supplement
the existing arrangements for the financing of economic develop-
ment is being submitted both to the International Organisations
Committee and to the Technical Assistance Committee of the
Governing Body.

The attention of the International Organisations Committee
is drawn particularly to Part III of the document: Organisational
Arrangements. The Technical Assistance Committee will be asked
to give consideration more especially to Part II of the document:
The Possible Contribution of the I.L.O. to the Achievement of the
Purposes of the Fund.



INTERNATIONAL LABOUR OFFICE
BUREAU INTERNATIONAL DU TRAVAIL

OFICINA INTERNACIONAL DEL TRABAJO G.B.138/T.O./D.2/6

GOVERNING BODY 138th Session
CONSEIL D'ADMINISTRATION
CONSEJO DE ADMINISTRACION

Geneva,
February-March 1958

INTERNATIONAL ORGANISATIONS COMMISSION DES ORGANISATIONS COMISION DE ORGANIZACIONES

COMMITTEE INTERNATIONALES INTERNACIONALES

Second Item on the Agenda

UNITED NATIONS SPECIA 2 TROJECTS FUND

1. On 14 December 1957 the General Assembly of the
United Nations adopted unanimously the following resolution
concerning the financing of economic development which provides
for the establishment by the United Nations of a Special Fund
to supplement the existing arrangements for this purpose:

"The General Assombly,

In onformnity with the determination of the United
Nations, as expressed in its Charter, to promote social
progress and better standards of life in larger freedom,
and for -these ends, to employ international machinery for
the promotion of the economic and social advancement of
all peoples,

Conscious of the particular needs of the less
developed countries for international aid in achieving
accelerated development of their economic and social
infrastructure,

Recalling its resolutions on the establishment of
an international fund for economic development within the
framework of the United Nations and, in particular, re-
affirming its unanimously adopted resolutions 724 A and B
(VIII) of 7 December 1953,

Noting the recommendation of the Economic and Social
Council in its resolution 662 B (XXIV),
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Recognizing that the United Nations Expanded

Programme of Technical Assistance is of proven effective-

ness in promoting the economic development of the less

developed countries,

Recognizing, however, that neither the Expanded

Programme of Technical Assistance nor other existing pro-

grammes of the United Nations or the specialized agencies

can now meet certain urgent needs which, if met, would

advance the processes of technical, economic and social

development of the less developed countries, and, in

particular, would facilitate new capital investments of

all types - private and public, national and inter-

national - by creating conditions which will make such

investments either feasible or more effective,

Convinced that a rapidly achieved enlargement in

the financial resources and scope of technical assistance

rendered by the United Nations and the specialized agencies

to the less developed countries would constitute a con-

structive advance in United Nations assistance and would

be of immediate significance in accelerating their economic

development,

Recognizing that, while long-term pledges are desirable,
some governments are unable to make financial commitments

except with the approval of their legislatures and on an

annual basis,

Commends the Ad Hoc Committee on the Question of the

Establishment of a Special United Nations Fund for Economic

Development for the work embodied in its final supple-
mentary reports prepared in accordance with General

Assembly resolutions 923 (X) of 9 December 1955 and 1030

(XI) of 26 February 1957;

1. Decides that, subject to the conditions prescribed

hereunder, there shall be established as an expansion of

the existing technical assistance and development activities

of the United Nations and the specialized agencies a

separate Special Fund which would provide systematic and

sustained assistance in fields essential to the integrated

technical, economic and social development of the less

developed countries,

2. Decides further that, in view of the resources

prospectively available at this time, which are not likely

to exceed $100 million annually, the operations of the

Special Fund shall be directed towards enlarging the scope
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of the United Nations programmes of technical assistance
so as to include special projects in certain basic fields
to be defined by the Preparatory Committee provided for
in paragraph 4 below, for example, intensive surveys of
water, mineral and potential power resources; the
establishment, including staffing and equipping, of
training institutes in public administration, statistics
and technology, and of agricultural and industrial re-
search and productivity centres;

3. Considers that while, without impairing the
separate identity of the Special Fund, the fullest.pos-
sible use should be made of the existing machinery of
the United Nations, the specialized agencies (including
the existing international financial institutions) and
the Expanded Programme of Technical Assistance, the
Special Fund will require some new administrative and
operational machinery;

4. Decides to establish a Preparatory Committee com-
posed of representatives of 16 Governments to do the
following, taking into account the principles set out
in the annex1 and the views and suggestions forwarded by
governments pursuant to paragraph 7 belows

(a) Define the basic fields of assistance
which the Special Fund should encompass and,
within these fields, the types of projects which
should be eligible for assistance;

(b) Define in the light of paragraph 3 above,
the administrative and operational machinery to
be recommended for the Special Fund, including
such changes as may be required in the present
legislation and procedures of the Expanded Pro-
gramme of Technical Assistance;

(c) Ascertain the extent to which governments
would be willing to contribute to the Special Fund;

5, Requests the President of the General Assembly to
appcint the members of the Preparatory Committee;

6. Invites the Secretary-General to provide the
Preparatory Committee with all the necessary facilities,
including the provision of such expert consultants as
might be required;

1 See footnote to paragraph 4 below.
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7. Requests governments to assist the Preparatory
Committee in its work by forwarding their views and
suggestions to the Preparatory Committee through the
Secretary-General and, in particular, by indicating
the extent to which they would be willing to con-
tribute to the Special Fund;

8. Invites the Secretary-General, the executive
heads of the specialized agencies and the Executive
Chairman of the Technical Assistance Board to forward
their views and suggestions to the Preparatory Committee;

9. Requests the Preperatory Committee to Aubmit the
results of its work in the form of a report and recom-
mendations to the twenty-sixth session of the Economic
and Social Council;

10. Requests the Economic and Social Council to transmit
the Preparatory Committeet s report, together with its own
comments, to the thirteenth session of the General Assembly
for final action;

11. Looks forward to the establishment of the Special
Fund as of 1 January 1959;

12. Anpeals to all States Members of the United Nations,
in a spirit of co-operation and solidarity, to give the
greatest possible assistance to the Special Fund;

Decides that as and when the resources prospectively
available are considered by the General Assembly to be
sufficient to enter into the field of capital development,
principally the development of the economic and social
infrastructure of the less developed countries, the General
Assembly shall review the scope and future activities of the
Special Fund and take such action as it may deem appropriate."

2. The Preparatory Committee provided for in the resolution
consists of representatives of Canada, Chile, Denmark, Egypt,
France, Ghana, India, Japan, Mexico, the Netherlands, Pakistan,
Peru, the Union of Soviet Socialist Republics, the United Kingdom
of Great Britain and Northern Ireland, the United States of
America and Yugoslavia. It is to meet in New York on 11 March
and to make a report for consideration at the 26th Session of the
Economic and Social Council which meets in Geneva on 1 July 1958,with a view to the action necessary to establish the Fund being
taken by the General Assembly at its 13th Session in the autumn
of 1958 and the establishment of the Fund as from 1 January 1959.
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3. The Governing Body will be particularly interested
in notirg the following points which have a direct bearing on
the relationship of the International Labour Organisation to
the proposed Special Fund:

(a) The Fund is to be established "as a part of the existing
technical assistance and development activities of the
United Nations and the specialized agencies" but as "a
separate Special Fund which would provide systematic and
sustained assistance in fields essential to the integrated
technical, economic and social development of the less
developed countries".

(b) The operations of the Special Fund are to be directed
towards enlarging the scope of the United Nations pro-
grammes cf technical assistance so as to include special
projects in certain basic fields to be defined by the
Preparatory Committee.

(c) The resolution provides that "while, without impairing
the separate identity of the Spocial Fund, the fullest
use should be made of the existing machinery of the
United Nations, the specialized agencies'(including the
existing international financial institutions) and the
Expanded Programme of Technical Assistance, the Special
Fund will requiirc some new administrative and operational
machinery,"

(d) The Preparatory Committee, in addition to defining the
basic fields of assistance which the Special Fund should
encompass and, within these fields, the types of projects
which should be eligible for assistance, is also to
consider the administrative and operational machinery
to be recommended for the Special Fund, "including such
changes as may be required in the present legislation
and procedures of the Expanded Programme of Techiical
Assistance"; it is also to ascertain the extent to which,
governments would be willing to contribute to the Special
Fund.

(e) The Secretary-General of the United Nations, the executive
heads of the specialized -gencies and the Execu'tive Chairman
of the Technical Assistance Be'ard are invited to forward thei>
views and suggestions to the Preparatory Committee.

4. Among the points which emerged clearly from the dis-
cussion of the resolution providing for the establishment of
the Special Fund, both in the Second Committee of the General
Assembly and in the Plenary Meetings of the Assembly, was the
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fact that while a decision of principle has been taken by the
General Assembly on the basis of the resolution approved,
this resolution represents a compromise between conflicting
views which leaves in suspense important problems concerning
the organisation of the Fund arid the nature of the special
projects it is to undertake in respect of which differences of
viewpoint remain unresolved. More particularly, it was under-
stood both in the Committee and in the Plenary Meeting that the
General Assembly was not being asked to endorse the arrangements
set forth in the Annexl of the resolution, which are to be con-
sidered by the Preparatory Committee on the same footing as any
other views and suggestions that may be forwarded for its con-
sideration in recommending appropriate arrangements for the
Special Fund.

5. In these circumstances there are five questions
to which the Governing Body may wish to give special considera-
tion at this stage:

(a) The nature and extent of the contribution which the
International Labour Organisation can make to the
achievement of the purposes of the proposed Special
Projects Fund.

(b) The general relationship between the proposed Special
Projects Fund and existing technical assistance programmes.

1 The text of the Annex to the Resolution is as follows:

ANNEX

1. The Special Fund shall be a multilateral fund of the United

Nations, with financial resources principally derived from volun-
tary annual contributions of governments and others in or trans-
ferable into currency usable by the Fund and, as much as possible,
pledged or indicated for a number of years.

2, Assistance from the Special Fund shall be given only to pro-
jects which would make a contribution to the economic development
of the requesting country or countries. The operations of the
Fund shall be in conformity with the principles of the Charter of
the United Nations and shall not be influenced by political con-
siderations.

3, The Special Fund shall be administered by a chief executive
officer under policies established by an executive body in accord-
ance with such rules and principles as may be laid down by the
General Assembly and the Economic and Social Council. The member-
ship of the executive body shall be equally distributed between two
groups, one consisting mainly of major contributing countries and
the other consisting mainly of less developed countries. Each
member of the executive body shall have one vote. Decisions of
the executive body on questions of policy, including the alloca-
tion of funds, shall require a qualified majority vote.



(c) The nature of the organisational arrangements which
would facilitate the most effective co-operation be-
tween the International Labour Organisation and the
proposed Special Projects Fund.

(d) The manner in which the fullest use should be made of
the existing machinery of the International Labour
Organisation and the Expanded Programme of Technical
Assistance in connection with the proposed Special
Fund.

(e) The relationship between the creation of the proposed
Special Fund and the present arrangements for the
financing and administration of the existing Expanded
Programme of Technical Assistance.
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II

The Possible Contribution of the I.L.O. to the
Achievement of the Purposes of the Fund

6. In promoting higher standards of living in under-
developed countries the establishment of the Special Fund should
have the effect of reinforcing the efforts of the I.L.O. Shor-
tages of skilled workers and supervisors and of executives
trained in modern management techniques constitute, with shor-
tages of capital, two of the major obstacles to the raising of
living standards in underdeveloped countries. By making pos-
sible an increase in the scale and effectiveness of certain
kinds of technical assistance, which the I.1.0. has so far been
providing on a limited scale, the Fund will be able to make an
immediate and important contribution to overcoming these shor-
tages of skills; this will help to make new capital investment
in underdeveloped countries more feasible and more effective and
will thus strongly reinforce whatever additional activities the
Special Fund may be able to undertake with this end in view.

7. It is a necessary condition for the development and
effective operation of an industry or undertaking - a condition
without which that industry or undertaking is unlikely to
attract private capital, and will in any case be unable to yield
adequate returns on either private or public capital invested in
it - that there should exist a labour force adequate in terms
both of numbers and skills to meet the demands that will be made
upon it. It is no less essential that the industry or under-
taking should be competently managed. If these two conditions
are to be met, action will be needed in at least four closely
related fields: first, to establish the facts regarding the
availability of and requirements for different categories of
manpower under economic development programmes; second, to
overcome through vocational training and better distribution
and placement of manpower the shortages of skills which would
otherwise check the progress of development; third, to improve
the efficiency of management at all levels by systematic train-
ing in modern management techniques; and fourth, to enlist and
sustain the interest of all concerned in making the most effec-
tive use of all available resources, both human and material,
for the purpose of increasing productivity and raising living
standards. The importance of such action is reflected in the
emphasis that was placed, in the discussions in the Second Com-
mittee and the General Assembly and in the Resolution itself on
training institutes and research and productivity centres as ac-
tivities that should be assisted under the Special Fund. This
emphasis indicates a recognition of the close inter-relationship
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between the economic and the social factors on which economic de-
velopment depends. Without competent management and skilled
labour, there will be no prospect of adequate returns on invest-
ment. This is the economic aspect. Equally important is the
social aspect, for it is not enough that the benefits of develop-
ment should accrue only to a certain minority. The people
generally must participate in the benefits, principally through
their ability to earn a share in them because of increased skills
and the opportunity to use these skills. With the prospect of
such participation, the promotion of a wider understanding of the
benefits to be derived from new and more efficient ways of work-
ing and the development of appropriate relationships between
labour and management, the way can be cleared for rapid progress.

Assessment and Development of Manpower Resources

8. Although the I.L.O. has done much to assist the less
developed countries in assessing and developing their manpower
resources in relation both to economic development planning
generally and to the development of specific industrial sectors
of the economy, most governments have not been able to tackle
the problem of manpower utilisation in all its aspects.

Manpower Availabilities and Requirements

9. There is a growing appreciation of the fundamental con-
tribution that can be made to surveys of national resources by
the quantitative and qualitative assessment of manpower avail-
abilities and requirements. 1  Because of limitations in finan-
cial resources and the necessity of budgeting from year to year,
most of the action undertaken in this field to date has been on
the basis of limited manpower surveys which have not produced the
basic information on the size and character of the labour force
necessary to ensure fulfilment of long range development plans.
A comprehensive analysis of human resources - the effectiveness
with which they are being used, the areas of probable future
labour shortage and waste, etc. - is a major project in any coun-
try, often requiring extensive work over an extended period of
time. Full achievement of the desirable objectives in this

1 f. Report of the International Bank on the Economic
Development of Iraq, Ch. VIII "Problems of Execution", which
reads, in part "If acute shortages are not to develop later on,
it will be necessary for the Development Board to determine
promptly what types of skills are likely to be in greatest
demand as a result of the development programme and to inquire
how appropriate training can be instituted".
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field calls for aid considerably beyond the limits of present
technical assistance projects.

10. In assisting governments to assess their manpower
position, the I.L.0. has aimed at the establishment of the ne-
cessary organisational arrangements in the country to provide
employment information on a continuing basis since manpower
requirements and training needs change as economic development
proceeds. This is necessarily a long term process requiring
continuity of action. In India and Pakistan, for example,
projects carried out in 1956-57 for the surveying of manpower
resources and the establishment of employment information pro-
grammes was followed up in 1958 with short missions of advisory
assistance in an effort to consolidate and carry forward the
work already undertaken. In order to provide for an exchange
of experience in this field in the Asian region, the I.1.0. also
conducted a two-month course of instruction in 1957 for tech-
nicians and administrators from Asian countries. This pattern
of follow-up assistance plus instruction and regional exchange
of technical experience, worked out under the Expanded Programme
of Technical Assistance only with the greatest of administrative
difficulties, has admittedly been make-shift and, in terms of
requirements in the region, inadequate; but it has served to
demonstrate the need to set up more comprehensive projects in
the field of manpower assessment and to suggest possibilities of
similar action in other regions. Increasingly, countries in
the early stages of development are organising on their own be-
half programmes of economic development. They have been watch-
ing the process in other countries and in general have a keen
awareness of the importance of fully developing and utilising
their manpower resources. This is leading them to think in
terms of manpower policies for as much as ten years ahead, and
requests for assistance for long-term manpower programmes have
already been received. In these cases, particularly, a co-
ordinated and long-term approach to manpower development is
needed and it is only through the survey and training of manpower
and raising its productivity and purchasing power that the objec-
tives of economic development will be attained.

Vocational Training

11. Although as much as 50 per cent. of the total resources
that have been available to the I.1.0. for technical assistance
have been spent in the field of vocational training, the needs
are so great, and the financial resources of governments so
limited, that planning of training programmes in the individual
countries has had to be on the basis of implementing only certain
aspects of total training requirements, and even then without the
certainty of continuation over a period of several years. This
has meant that projects have often had to be planned to give some
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concrete but limited results quickly, whereas more extended pro-
grammes would have enabled more fundamental achievements to be
encompassed. For these reasons it is felt that if additional
funds become available under the Special Fund, the opportunity
should be taken to set up more comprehensive training projects
based upon short-term and long-term manpower requirements and
aimed at the widespread introduction of vocational training, in-
cluding institutional, apprenticeship and other forms of in-plant
training.

12. The work of the 1.1.0. in the field of vocational
training has encompassed a broad range of training activities
including the training of youth to skilled worker level, the
training of instructors and of training officers, accelerated.
and up-grading vocational training and the training of super-
visory personnel. The lack of competent instructors, particu-
larly in the underdeveloped countries, has proved to be a serious
handicap in the development of training programmes for young per-
sons and adults and the I.L.0. has given major attention to this
problem as the key to multiplying results in terms of total num-
bers trained. In the vast majority of countries, however, lack
of adequate financing, particularly with regard to buildings and
equipment, has forced governments to tackle only a segment of
their total training needs.

13. Additional funds, if made available, could in this
field provide the opportunity :Zor work on a scale more commen-
surate with the needs. Details would need to be worked out in
each specific case - programmes might be national or regional
but it can be stated in general terms that they would normally
be made up of two phases: firstly, a preliminary survey of man-
power requirements and availabilities and secondly, the implemen-
tation of training schemes for all required categories of manpower.
The work of the I.1.0. in Iraq, where adequate financing is al-
ready available, provides an illustration of one of the forms
which a comprehensive project for the development of human re-
sources, financed with assistance from the Special Fund, might
take.

14. At the request of the Development Board of Iraq the
I.1.0. made a preliminary inquiry in 1957 to determine the main
elements of a manpower programc to assist the government in en-
suring that execution of the vast programme of capital develop-
ment being undertaken does not suffer for lack of the necessery
skills and that the human resources of the country are effective-
ly utilised in relation to long-term development objectives.
Two major recommendations have resulted and appropriate action
has been initiated along the following lines:

(a) A manpower survey to assess the relationship between
labour supply and labour demand on both a short-term
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and long-term basis in relation to the development
programme with special attention to the specific
occupational skills required and rural-urban migra-
tion.

(b) A large-scale training progranme to be based upon the
skill requirements in both industry and agriculture
as revealed by the assessment of manpower needs and
availabilities and adjusted periodically in relation
to labour supply and demand and technological change
as revealed by a continuing programme of employment
information.

15. The first point of attack on the manpower problem in
Iraq was to draft a training programme designed to supply indus-
try with the skilled manpower required immediately and in the
near future by courses of intensive training carried out in
Industrial Training Centres operated on industrial standards.
The financial resources at the disposal of the government make
it possible to build and equip Centres along industrial lines
according to the technical recoimmendations of the I.1.0. and
staffed by competent instructors with a knowledge and experience
of industrial training requirements and methods.

16. A preliminary assessment of the manpower situation in
Iraq reveals, however, that a broader based programme of training
will be necessary if the highest possible standards of skill and
workmanship are to be made available for the development pro-
gramme. These and other considerations have formed the basis
for putting forward proposals for a co-ordinated programne of
trlining designed to meet the specific needs of Iraq on several
fronts, including training for instructors and supervisors,
apprenticeship training and training for management and special-
ist staff in the techniques of industrial engineering and the
raising of productivity.

Management Development and Productivity Improvement

17. While governments, employers and managers, and workers
all have responsibilities for, and can all contribute to, the
raising of productivity, management is the key factor. A country
cannot take full advantage of other forms of technical assistance,
including other forms of training, unless it has the managerial
ability to utilise the knowledge and skill of the work force.
The development of managerial talent in underdeveloped countries
on a scale sufficient to make widespread additional capital in-
vestment attractive is crucial to the success of economic
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development programmes. Improvements in productivity achieved
through better management may also render certain specific capital
investments unnecessary, and thus, by enabling available capital
to be used for other purposes, serve th eame end as additional
investment would do, but at lower cost.

18. Specific aspects of the general need for higher pro-
ductivity in underdeveloped countries include the following:

(a) the need to convince employers and their organisations,
and workers and their representatives, of the advantages
which higher productivity can bring. to all sections of
the community;

(b) the need to improve industrial relations and to create
an atmosphere in which the two sides of industry can co-
operate in raising productivity - little sustained pro-
gress in raising productivity can be achieved without
such co-operation;

(c) the need for training top management, lower ranking
management officials and workers in techniques which can
be used for raising productivity in both large and small-
scale undertakings;

(d) the need to build up a nucleus of trained nationals who,
after participating in the demonstration and training
activities of technical assistance missions, can ulti-
mately take over this work from them.

19. The I.L.O. has sought to meet these needs by sending
productivity missions to countries which have requested this
form of assistance under the Expanded Programme of Technical
Assistance. At the present time some 20 I.L.O. management con-
sultants and industrial engineers are at work in some ten coun-
tries in Asia, the Near and Middle East and Central and South

1 Cf. for example the emphasis on "conpetent management" as
a condition for investment in an enterprise by the International
Finance Corporation - International Finance Corporation: First
Annual Report, 1956-7, p. 2

Several examples of this are to be found in the work of
I.1.0. productivity missions sent to underdeveloped countries
under the Expanded Programme of Technical Assistance. Thus im-
provements in layout, materials handling and work methods in a
workshop of the State Transport Undertaking in Poona (Bombay)
yielded such substantial savings in floor space as to make it pos-
sible to cancel the proposed construction of two additional bays
at a cost of 200,000 rupees. In the Delhi State Transport Under-
taking a reduction in the time needed for overhaul of buses was
expected to lead to a 50 per cent. increase in the number of buses
in service without any enlargement of the fleet.
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America. The pattern of assistance provided has to be adapted
to the conditions and requirements of each country. Notwith-
standing great differences in the conditions and requirements
of different countries, there is however a certain similarity
in the pattern of activities which the larger and longer-standing
I.L.O. productivity missions - those at work in Egypt, India and
Israel - have found to meet most effectively the needs of the
countries in which they are operating. Preliminary surveys of
requirements and the establishment of contacts with government
departments and representatives of employers and workers have
been followed by demonstrations in individual plants, at the in-
vitation of the owners, of techniques which may be used to raise
productivity, and by training courses often given in close con-
junction with the demonstration projects. While a variety of
training courses has been given, emphasis has been placed on
short appreciation courses for top management and on longer
courses, of about two months' duration, for lower-ranking manage-
ment officials, technicians and (in India and Israel) also for
workers, in the simpler techniques of work study and production
planning and control. These courses have included practical
work in their own plants carried out by trainees under the super-
vision of the I.L.0. experts or counterpart personnel.

20. Each of these missions has also been called upon to
assist the Government in setting up, or developing the work of,
organisations such as national productivity centres, employing
a nucleus of trained industrial engineers and specialists in
other productivity improvement techniques, providing advisory
and -training services-to industry and sometimes to other sectors
of the national economy, and in general providing a means of
focusing and co-ordinating national and international efforts
to raise productivity in the countries concerned. The estab-
lishment of some such machinery at an early stage in the course
of a national drive to raise productivity is considered to be of
the greatest importance. Experience in Europe and elsewhere
seems to have shown that such centres function best if adminis-
tered, or at least advised, by boards or committees on which
employers and workers as well as governments are represented.
Governments can do much to create conditions economically and
psychologically favourable to higher productivity, but since it
is in individual undertakings, and by the.efforts of individual

This is nearly universal in the productivity centres that
have been set up in the majority of Western European countries.
Other groups, such as universities and professional associations,
may also be represented.
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employers and workers, that productivity has actually to be raised
it is of the greatest importance that employers and workers should
be associated, through their representatives, with the work of
such centres, which may tend to arouse mistrust if they arc or-
ganised on an exclusively governmental basis.

21. Some of the 1.1.0. missions, notably those in Israel
and Egypt, have achieved results out of all proportion to the
small scale on which assistance has been provided. The success
of the missions in these two countries has been due very largely
to the vigorous support which productivity improvement work has
received from those in the highest quarters. In Israel there
has been a vigorous and sustained national campaign to raise pro-
ductivity and the concept of higher productiyity has penetrated
every aspect of the country's economic life. more than 6,000
people drawn from all levels and from a wide variety of both
large and small-scale undertakings have attended the various
courses given by the Israel Institute of Productivity. The bulk
of the training has been done by the Institute ts own staff - the
small I.L.O. mission could never have dealt with more than a
fraction of the total number of trainees, but its influence in
training staff memabers of the Institute and others, in formu-
lating programmes, in advising and in "selling" the idea of pro-
ductivity to industry and to the country at large has been
generously acknowledged by Israelis. One of the earlier pro-
jects of the Institute, in which an 1.1.0. expert participated,
and the success of which helped to make the Institute known and
to increase the demand for its services, concerned the picking
of citrus fruit - one of the most important exports of the coun-
try, in. which it was vital that Tsrael should be able
to compete successfully with other exporting countries. Stan-
dards of performance based on time studies were set for various
types of grove. Before the next season 250 foremen were trained
in organising the material on the sites and in instructing the
workers in the best picking methods. Although the groves did
not all make the recommended changes in methods, in the next
season 40 per cent, more exportable fruit was picked by 7,000
seasonally engaged workers as compared with 9,000 the season be-
fore - a considerable saving in manpower, scarce at that time,
as well as in costs. Where payment by results was introduced
the earnings of the workers increased by from 20 to 40 per cent.

Thus in the first nine months of 1957 inductrial produc-
tion rose by 9 per cent, as compared with the same period in 1956,
while industrial employment increased by 2 per cent.
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In subsequent seasons productivity has increased still fur-
ther. 1  In Israel, where an 1.1.0. productivity mission of
varying size and composition has been at work since 1952, 1.1.0.
technical assistance in this field on a continuous basis is ex-
pected to come to an end this year (though further short-term
missions by specialists in particular techniques may still be
required), but other countries-have not yet reached the stage
where the main work begun by I.L.O. experts can be handed over
entirely to national counterparts.

22. In Egypt, where technical assistance in the raising
of productivity is combined with technical assistence in voca-
tional and supervisory training, (as the I.1.0. has proposed
might be done in Iraq) the mission has been able, in addition to
its training activities, to assist in bringing about striking i M-
provements in productivity in particular plants and processes.

1 For further information regarding the activities of the
Israel Institute of Productivity, see David Krivine: Effort for
rodutivi te _Story of the Israel Institute of Productivity

(Tel Aviv, I.I.P., (19577).

2 For example, the following results were achieved between
February and September 1955 in a silk-weaving plant employing
about 2,500 workers:

Perccntag'e Percentage Percentage
Department increase in decrease in increase in

production labour productivity

Bleach house 40 26 88
Dye house 33 57 208
Drying house 33 36 108
Calendar house 25 23 63
Print house 23 0 23
Make-up Magazine 23 0 23

At the time this project was undertaken an extension to the
plant was well under way, and redundant workers were transferred
to the new departments for training at their previous rates of
pay. Workers remaining in their previous departments received
increased earnings.
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Though it seems that many managements have not yet learned to
make full use of the skills and knowledge acquired by those of
their technical staff members who-have undergone training (a
problem widely encountered by I.1.0. missions), vigorous efforts
are now being made to set up permanent units having continuous
responsibility for productivity improvement in plants in which
demonstration projects have been carried out. The best augury
for the future is the support which productivity improvement
work receives from the highest quarters, as evidenced by the fact
that the national staff of the Department of Productivi'ty and
Vocational Training of the M1inistry of Industry is now well over
100 and by the scale of operations envisaged by the Government.
The Department is at present carrying out a five-year programme
which includes the establishment of 100 work study departments,
100 production planning and control departments and 100 costing
departments in Egyptian, enterprises, and the training of per-
sonnel to staff these units.

23. There is no doubt that, if increases in productivity
commensurate with those achieved in individual plants in which
I.L.O. experts or persons trained by them have been able to work
could be brought about in a substantial proportion of all under-
takings in an underdeveloped economy, there would be a dramatic
rise in production and in the standard of living. Even in
Israel and Egypt a greater impact could have been made if it had
been possible f r the I.1.0. to provide technical assistance on
a larger scale. This is still more true of the newer and
smaller I.1.0. productivity missions in various countries, whose
record of accomplishment has so far been much more limited.
Though most of these smaller missions - for example in Bolivia,
Nicaragua and Pakistan - have been able to accomplish valuable

The mission in Israel has consisted at times of one and
at times of two experts on 12-month contracts, strengthened from
time to time by specialists on shorter (usually three-month) con-
tracts, to conduct specific courses or seminars or provide advice
and assistance on specific topics, including personnel management
and productivity measurement. The Egyptian mission, for the
greater part of the time since it started work in 1954, has con-
sisted on the productivity side (as distinct from the vocational
training side) of four experts.
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work within the limits of their resources , they have encountered
a variety of difficulties, many of which have been associated with
the very small scale and the discontinuous and pieceical character
of the assistanco provided - defects which could scarcely be
avoided under the limitations of the present Exparded Programme
of Technical Assistance budget and procedures.

Adv aa m ofjBroad Projectsadof Inter-Apvncy o-oe aqti n

24. Though even very small-scale miosions in this field,
with very limited equipment, may justify themselves if they suc-
ceed in arousing interest in the subject and in demonstrating
the kinds of results which larger-scale and more sustained
efforts might be expected to producc, it is suggested. that the
systematic and sustained technical assistarice envisaged in the
Assembly Resolution establishin the Cpecial Fund could and
should be ven in the form of lJarger and more comprehensive
projects than have been usual under the E.P.T.A. The I.L.0.,
for example, provides technical a ssista- nce in the closely re-
lated fields of management development and productivity improve-
ment, vocational and supervisory training and labour-management
and industrial relations (as well as in a number of other
fields). The opportunitics under the E..T.A. -for providing
these closely related forms of assistLance simultaneously and
on an adequate scale, and for cm bni0n them into single com-
prehensive projects, have been very limited; they will no
doubt be greater if such forns of assistance can be included
among those to be financed from the Special Fund. S imult ane ous
and co-ordinated efforts by experts with. different but com-
plementary technical qualifications, focused on the same group
of undertakings or industries and supporting and sustaining
each other, may make a larger impact than would be possible
if the efforts were more dispersed. Projects should be

The I.L.O. productivity expert in Bolivia trained a small
local staff in work study; the trainees have been able to assist
in substantially improvin methods and conditiorns of work in a
variety of industries in bhs country with its exceptionally dif-
ficult econormiic and social conditions, and there is a lively
demand for the services of the small Productivity Office. In
Nicaragua an I.L.O. expert was able to assist the management to
double the rate of output in a factory producing footwear with no
increase in the labour force or in the crital invested in the
plant. In Pakistan, it is estiiiatEd that the actual and poten-
tial annual savings made possi ble b- work done by a two-man
mission on three projects in its first year - savings resulting
almost entirely from improved utilisation of plant and machinery
involving no dismissals - anounvt to about 20 times the entire
cost of the mission for that year.
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provided with adequate buildings and sufficient equipment,
and it is highly desirable that the possibility should exist
of planning the work over a period of years. Furthermore,
I.L.O. experience suggests that it may often be desirable to
make available a number of experts sufficiently large to be
able not only to give technical advice but also to provide at
least initial and partial staffing of training, research and
productivity centres, and to provide certain consulting ser-
vices, as has been done with notable success by the I.1.0.
productivity missions in Egypt and in India.1

25. A programme such as that in progress in Egypt or
that proposed for Iraq illustrates the range of action in those
fields which the I.L.O. is equipped to carry out where adequate
resources can be made available, including a certain amount of
capital for buildings and equipment. A further illustration
is afforded by the staff development programme for new industries
which the I.L.O. was able to launch in Yugoslavia at a time when
requests for technical assistance under the Expanded Programme
were fewer than at present and larger funds could be allocated
for particular projects. This provides for co-ordinated action
on three lines: practical training of key workers and foremen
in factories abroad, on-the-job training of foremen and workers
by sending instructors into factories in Yugoslavia, and training
of managers and supervisors in the techniques of management and
supervision in specialised centres established with I.1.0. assist-
ance in the country. The project, according to Yugoslav reports,
has considerably contributed to the successful implementation of
the Government's industrial development scheme, Shortages of
key personnel such as these programm;es are designed to overcome
are among the main obstacles to industrial development in many
countries. In each case, however, both the needs and the frame-
work within which they must be met will differ and programmes for
the assessment and development of manpower resources and for
raising productivity will therefore need to be designed in the

In addition, it may be desirable to devote attention to
methods' of measuring the results obtained through improved organisa-
tion, training, and use of better equipment, first in order to make
sure that the new methods are actually achieving results, and
second to avoid bitterness and conflict between workers and manage-
ment based on inaccurate appraisal of gains aehieved. Experience
in advanced countries has shown that such measurement involves
intimate knowledge of plant processes and is a highly technical
operation. It would usually be on a plant or industry basis.
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light both of the general situation in the country concerned
and of the particular requirements indicated by its economio '
development programme.

26. The Special Fund may also create new opportunities

for providing certain services on a regional basis for groups
of countries which may not yet be in a position to develop on
a national scale all the training, information and advisory

services which are needed for an effective manpower development
and productivity improvement programme.

27. An example of regional action within the I.1.0.
field, which has so far operated only on the small scale per-
mitted by the limited resources of the Expanded Programme, is

the regional centre in Rangoon which gives 12-months training
courses for mechanics in the servicing and repair of marine
diesel engines. At the present time 23 trainees from five
countries in the region are taking these courses. Though
buildings have been provided by the Burmese Government and
equipment has been donated by a number of individual countries
and under the Colombo Plan, the operation of the centre is still

severely limited by shortages of funds and equipment.

28. Within the same region, were funds available for

a broad programme of management development and productivity im-

provement, valuable service could be rendered by a Productivity
and Management Training Centre for South-East Asia. Such a

centre with a small full-time staff qualified to run training
courses and provide expert consultant services, together with

counterpart staff from the countries concerned and possibly
visiting lecturers from nearby national productivity centres or

management training institutions, could provide residential

courses of appropriate duration for various categories of

managerial and supervisory staff, technical documentation and
related services, until such time as management training facilities
and other elements in the productivity programmes of the partici-
pating countries had been developed on an adequate scale.

29. Finally, the Special Fund may make it possible, in

certain national and regional projects, to achieve a greater

degree of concentration of the technical resources available

in the various international agencies, whether by undertaking
joint or complementary projects, than. has so far proved feasible

under the E.P.TA.

30. The Inter-Agency Andean Indian Programme, which aims

at integrating the Indian populations living on the High Plateaux

of Ecuador, Peru and Bolivia into the national economic and social
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life of their respective countries, affords a good illustration
of what could be achieved by co-operative action on a regional
scale if more funds were available. At present ten action
bases have been established in Ecuador (Quito, Coimborazo and
Guano), Peru (Taraco, Chuquito and Camicachi in the Puno area)
and Bolivia (Pillapi, Playa Verde, Otavi and Cotoca). Each of
these bases is being used in the first instance by teams of
international experts, provided by-the United Nations, F.A.O.,
U.N.E.S.C.O., W.H.O. and the I.1.O., and national experts made
available by the governments, to demonstrate new techniques and
methods of improving agricultural production and existing handi-
crafts. At the same time, through the medium of training work-
shops, a number of young Indians are being trained in industrial
skills, as motor mechanics, blacksmiths, carpenters, etc. As
the funds available under the Expanded Programme of Technical
Assistance were not sufficient, the I.L.O. undertook to ask
employers' organisations, trade unions and certain governments
to donate the equipment required for the setting up of these
training workshops. As a result of gifts made by trade unions
and employers' organisations from the United States, Germany,
Belgium, Denmark, Norway and Sweden, about ten such training work-
shops are now being established in the above-mentioned localities.

.Their function is to produce, from an essentially rural population,
semi-skilled and skilled workers who can be employed in industrial
and mining establishments and thus, while making a direct contri-
bution to the economic development of their countries, can ensure
for themselves a very much higher income than they were accustomed
to before undergoing this training. The present number of work-
shops is far less than is required to meet all the needs for -
skilled workers in the expanding industries of these countries.
Each of the present centres covers a rather large area, and in
order to provide the Andean Indians with the additional skills
and know-how they need so that they may improve their agricul-
tural production and participate in increasingly large numbors in
the expanding industry of their countries, many more centres are
needed to cover the vast areas inhabited by these populations.
If this could be done - and the experience gained by the I.L.O.
and other participating organisations shows that the cost is
relatively low - the return, in terms of higher production and
better quality goods, would be extremely rewardinYg.

31. In the broad field of action to raise productivity, the
I.L.O. has special responsibilities for convincing employers and
workers of the importance of such action, for convincing govern-
ments of the desirability of associating employors' and workers'
representatives in national progrmme undertaken with this end in
view, and for providing assistance in the development and imple-
mentation of such programmes along lines which will encourage the
active participation of employors, work ers and the government
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departments or agencies most closely concerned. As has been
indicated above, this assistance normally includes a variety of
advisory and training services, including in particular practical
demonstration and training projects and specialised seminars or
training courses for management, workers and some government
officials in certain' of the techniques which can be used to raise
productivity (especially techniques such as work study and pro-
duction planning which involve at almost every stage questions
affeoting the allocation of responsibilities and duties within
individual undertakings, job content and work methods and, in
general, the relations between management and workers). There
is however need for other forns of assistance in this field
which the United Nations is better equipped and more competent
to provide than the I.L.O. These include assistance relating
to over-all economic planning as it affects productivity, to
planning of development at the industry level, including such
matters as the number and location of plants, and to the pro-
vision of advisory and training services for the managements of
individual plants in such matters as the location, financing,
building and equipping of the plant and in such techniques as
market research, cost accounting and quality control, in respect
of which special knowledge of labour problems and of management
problems in relation to labour is of secondary importance.
Continuing co-operation between the United Nations and the 1.1.0.
in this field will therefore be necessary; and an increase in
the resources available for broad and sustained programmes of
management development and productivity improvement will greatly
increase the scope for co-operative action.
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III

Organisational Arrangements

32. In regard to the nature and extent of the contribution
which the International Labour Organisation can make to the
achievement of the purposes of the proposed Special Projects Fund,
it is possible to be specific and forthcoming at this stage.
The existing experience of the I.L.O. amply demonstrates how great
are the needs within the immediate sphere of responsibility of
the I.L.O. which must be met to permit of securing a full return
on large-scale investment in economic development under the
conditions of political stability and social progress necessary
for the success of investment Policies and programmes. In
regard to questions of an orgariisational character it is necessary
to be more tentative at the present stage in the elaboration of
plans for the proposed Fund, but there are a number of general
principles which it would seem important to keep in mind from the
outset.

General Relationship between Special Projects Fund and Existing
Technical Assistanice Trogresujies

33. A problem will arise in defining the scope of the
Special Projects Fund in relation to other sources of technical
and financial assistance for economic development. While the
scope of the Fund remains to be defined and there are differences
of view on the subject which have still to be reconciled, it is
already clear that the Fund is not designed to be either merely
an increase in the scale of the resources available for existing
forms of technical assistance or a source of grants in aid of
capital expenditure for purposes of economic development. An
increase in the scale of the resources available for existing
forms of technical assistance could b achieved, and would be
more appropriately sought, by increasing the resources available
to the Exp.nded Programme; the provision of grants-in-aid of
capital excenditure would require a much larger fund than is at
present envisaged. The Spocial Projects Fund is designed essen-
tially to fulfil an intermediate function of providing for cer-
tain special types of assistance desirable to facilitate invest-
ment which cannot be adequately provided for under the exi'-ting
arrangements. It is most desirable that these types of assist-
ance should be defined with sufficient precision to avoid a
situation in which projects of essentially the same nature are
being handled under different schemes by different procedures as
the result of such accidental factors as the exact circumstances
in which the project was initiated, the relative resources and
obligations of the two schemes at a particular time, and similar
considerations, Among the elements in such a definition might
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be the scale of the resources required for a project and the
closeness( of its relationship to prospective investment. It may
be that in certain cases one stage in the handling of a particular
problem may be appropriate for assistance under the Expanded
Programme and another stage for assistance from the Special Pro-
jects Fund, but any such distribution of responsibility should
rest on some intelligible principle which is sufficiently clear
and simple to be susceptible of continuing practical application
and not upon decisions of a purely adhoc character.

J4+ One element in the situation which should be watched
with special care is the undesirability of assistance of the
same type being available under the two schemes in comparable
circumstances on different conditions. If, for instance, the
conditions concerning the degree of support to be contributed
to a project by the beneficiary government were different under
the two schemes the rational and economical administration of
both. schemes might be seriously prejudiced, These are matters
in which the International Labour Organisation has a substantial
interest in view of its continuing concern that co-operative pro-
grammes of the United Nations and the specialised agencies which
have a direct bearing on its own work and responsibilities should
be developed in an orderly manner which will facilitate the
effective and economical disciarge of its own responsibilities,
but they are not matters in respect of which it can appropriately
make suggestions of a detailed character.

Arrangements to Facilitate the Most Effective Co-operation between
the International Labour Organisation and the Special Projects
Fund

35. The details of the arrangements desirable to faoilitate
the most effective co-operation between the International Labour
Organisation and the proposed Special Projects Fund cannot use-
fully be considered until more is known of the prospective arrange-
ments for the organisa.tion of the Fund, but there Pro certain
points of a general character which should, it is submitted, be
kept in mind from the earlies't stcges of the planning of those
arrangements.

36. The questions of general policy which will arise from
time to time in regard to the operation of the Fund will frequently
have a direct bearing upon, and be substantially influenced by,
the nature and closeness of its relationships with the other
international orga:nisations which contribute directly to economic
development. It is therefore important that the International
Labour Organisation, together with other specialised agencies
concerned such as the International Bank for Reconstruction and
Development, should have appropriate opportunities of expressing
its views on such questions of general policy as they arise,
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In so far as such questions arise in the General Assembly, the
Economic and Social Council, or any committee of the Economic and
Social Council, such an opportunity exists in virtue of the
arrangements of a general character which govern the relationships
between the United Nations and the International Labour Orgianisa-
tion. If consideration of questions of general policy relating
to the Special Projects Fund were to be entrusted to some new body
to which the existing general arrangements for I.:.. roepresenta-
tion during the consideration of Matters of interest to the I.L.O.
are not directly and automatically applicablo, it would soeem
advisable, and indeed necessanry, to make appropriate provision for
such representation when constituting any such new body.

37. It would be equally i:nportant to secure the closest
co-operation and co-ordination in the day by day execution of
policy. To some extent this would be done by routine liaison
arrangements (possibly including in certain cases provision for
the seconding or interchange of staff) on the lines which have
already been developed for the maintenance of close inter-agency
co-operation in respect of other rrvattors involving action by a
number of organisations. In the light of previous experience a
full and prompt exchange of information on matters of mutual
interest would be an important element in such effective liaison.

38 It would, however, be vital that such arrangements for
routine co-operation should rest upon the foundation of the
acceptance by the Secretary-General of the United Nations, the
executive heads of the specialised agencies concerned, and the
senior executive officer of the Special Projects Fund of a collec-
tive responsibility for ensuring that such co-operation and
co-ordination is made fully effective, The Govurning Body should,
it is suggested, authorise the Director-General of the 1.L.O. to
accept his share in this responsibility, and draw attention to the
desirability of the Administrative Cor,..ittee on Co-ordination
being kept fully informed of matters of importance bearing on the
relationships between the Fund and other organisations with major
responsibilities in respect of economic development.

"The Fullest Use Should be Made of the Existing Machinery"
(General Assembly Resolution 1219 XII

39. The Goneral Assembly resolution provides that, without
impairing the separate identity of the Special Fund, the fullest
use should be rade of the existing machinery of the specialised
agencies. It would seem desirable that the principles governing
the operation of the Fund should indicate for its guidance certain
principles concerning the manner in which this should be done.
Some of the principles envisaged in the Scheyvon Report concerning
the Proposed Special United Nations Fund for Economic Development
would appear to be apposite in this connection; they can be
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readily-adapted to the requirements of the Special Projects Fund,
even though there may be divergences between the detailed arrange-
ments for its organisation and administration and those envisaged
in the Scheyven Report, and are suggestive of the principles which
might be adopted for the Special Projects Fund.

40. One such principle is that applications relating to
projects which fall within the sphere of a specialised agency and

-which are submitted to the Special Projects Fund by a government
through or on the advice of the appropriate specialised agency
after consultation with the senior executive cfficer of the Fund
should be eligible for consideration -nd financing by the Fund.

4L As-a matter of convenience it would also seem desirable
to provide that an application submitted to the Special Projects
Fund by the appropriate specialised agency on behalf of, and with
the authority of, a number of governments jointly interested in a
particular project after like consultation should also be eligible
for consideration and financing by the Fund.

42. Before approving an applicetion relating to a project
falling within the sphere of a specialised agency the Fund should,
it is suggested, be required to consult the specialised agency
concerned. Such an arrangement is essentiel to avoid duplication
and confusion and ensure the availability to the Special Projects
Fund of the advice of the appropriate specialised agency on both
questions of policy and technical matters relating to the contem-
plated project; it is also a necessary preliminary to the devolu-
tion to the appropriate specialised agency of subsequent responsi-
bility for the administration and implementation of assistance in
respect of approved projects within its sphere. It would not
appear to be necessary or reasonable to require the Fund. to consult
the appropriate specialised agency in all casu:s before rejecting
an application which it regards as clearly falling outside its
scope or being of insufficiently high priority to justify detailed
examination, but it should have a discretion, and be encouraged,
to consult the approprinte specialised. agency in doubtful cases.

43. When a project falling within the sphere of a
specialised agency is appro:ved, the appropriato specialised agency
should be fully responsible for the administration and implementa-
tion of the assistence provided by the Fund. While this would be
the most efficient and economical arrangement, and would be the
only manner in which governments could be protected against incon-
sistencies and divergencies of policy in respect of matters for
which primary responsibility rcsts wiith a particular specialised
agency, it must be appreciated that provision for the full reim-
bursement of all the costs incurred, including administrative costs
relating to the servicing of such projects, would b a necessary
condition of such an arrangement; it weuld be neither practicable
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nor equitable to attempt to absorb such costs in the nornal~budgets
of the agencies entrusted with projects by the Fund. Wherever
practicable, the funds required for the completion of a project
should be guaranteed by the Fund before the project is undertaken,
even though the implementation of the project may spread over more
than one financial period.

44. The inclusion of some such principles in the resolution
to be adopted by the General Assembly when establishing the Fund
would, it is suggested, lay an appropriate basis for the develop-
ment of methods of co-operation which would comply with the
requirement of the 1957 General Assembly resolution that "the
fullest use should be made of ..... the existing machinery of the
specialised agencies".

45. The General Assembly resolution also provides for the
fullest use of the existing machinery of the Expanded Programme
of Technical Assistance. Recommendrtions on this matter are being
made by the Executive Chairman of the Technical Assistance Board,
and it is anticipated that they will cover such matters as provi-
sion for the full use of the existing field services of the Techni-
cal Assistance Board. The Executive Chairman of the Technical
Assistance Board will have an important part to play as a link
between the Expanded Programmie and the Speciel Projects Fund.
While direct relations between the Special Projects Fund and the
specialised agencies concerned will be necessary, particularly in
regard to individual projects falling within the sphere of a
specialised agency, there will be many matters in regard to which
it will be desirable that there should be a recognised and regular
channel of communication between the Exoanded Programme and the
Special Projects Fund and it is suggested that the Executive Chair-
man, who is responsible jointly to all the organisations partici-
pating in the Expanded Programaie and can therefore be accredited
to act for the, collectively in matters relating to that programme,
should be entrusted with this function. It would follow from this
principle that if a small advisory committee, including representa-
tives of the United Nations and the International Bank, should be
created as part of the arrangements for the administration of the
Special Projects Fund, the Executive Chairman of the Technical
Assistance Board should be a member of this Committee.

Effect on Present Arrangements for the Financing and Administration
of the Expanded Programme

46. The possible effects of the creation of the proposed
Fund on the present arrangemrents for the financing and administra-
tion of the existing Expended Progranme of Technical Assistance
call for the most careful examination. It will be convenient to
consider separately finance a :nd adinistretion.
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47. One of the recurrent problems experienced throughout
the operation of the Expanded Programme of Technical Assistance
has been the uncertain amount of the resources which will be avail-
able from time to time for the programne and the consequent diffi-
culty of planning over sufficiently long periods to secure the best
results. The creation of the Special Fund is liable to introduce
a new element of uncertainty into the position. It has been
suggested that pledges in respect of both the Expanded Programme
and the proposed Special Fund would be sought from governments at
a single pledging conference and that it would be open to each
government to determine fully the extent of its contribution to
each fund. While there may be substantial grounds of policy for
proceeding in this manner, it would seeM important, in the event
of this course being adopted, that appropriate precautions should
be taken to ensure reasonable stability and a reasonable rate of
growth in the existing expanded prograne. A situation in which
an unanticipated allocation of funds between the Expanded Programme
and the Special Projects Fund made necessary a sudden cutback in
the Expanded Programme would compromise rather than promote the
objectives of both programmes. It does not seem inconceivable
that the allocation of funds between the Expanded Programme and
the Special Projects Fund should be deternined in advance by some
formula which would be binding on contributing governments so as
to secure an appropriate relationship between the two funds;
there is in a sense a precedent for such an arrangement in the
provision contained in the rules governing the Expanded Programme
that contributions must be mado without linitation as to use by a
specific country or for a specific project. If such an arrange-
ment should not be practicable, it may well be that, while discre-
tion in regard to the amount and allocation of pledges should be
left to the contributing governments, governments should be given
some guidance by the Economic and Social Council or in some, other
appropriate way concerning the proportions of their total contribu-
tions which it would be convenient for them to allocate to each of
the two funds; contributions not specifically allocated by the
contributing government might be allocated in those proportions,
subject possibly to some ccmpensating device permitting of the
allocation of such contributions in such a manner as to secure the
desired relationship between the total amounts of the two funds.
These are matters to which the Preparatory Comm ission and the
Economic and Social Council will no doubt wish to give special
attention; they are raised now solely for the purpose of focussing
attention upon the importanco of maintaining reasonable stability
and a reasonable rate of growth in the existing Expanded Prograne,

48. Another series of problens may arise from the fact that,
while the arrangenents for the. administration of the Special Pro-
jects Fund are likely to diverge from the arrangenents for the
administration of the Expanded Prog'ranne, there is a widespread
desire, reflected in the terms of paragraph 3 of the General
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Assembly resolution, to establish a close relationship between
the two programnes. In this connection, it may be proposed that
the functions entrusted to the Economic and Social Council in
respect of the Expanded Programme and whatever functions may be
entrusted to it in respect of the Special Projects Fund should be
entrusted to the same committee of the Council. There would
appear to be every advantage in such an arrangement, but its
successful operation would appear to be dependent -on a clear
recognition from the outset that while the functions of the
Council in respect of the two progranmes are exercised by the same
body they differ in character. The existing relationships
between the Economic and Social Council and the specialised agen-
cies participating in the Expanded Programme in respect of the
administration of that programme represent a compromise which has
grown out of the intrinsic nature ef the problems presented by
the administration of the programme and which works in practice
in a reasonably satisfactory manner. One essential element in
the problem is the closeness of the relationship between the
Expanded Programme and the discharge by the specialised agencies
of the responsibilities entrusted to them by their constituent
instruments. In view of these factors it appears undesirable to
make any change at this stage in the arrangements for the adini-
stration of the Expanded Programme; the attribution to the same
committee of the Economic and Social Council of functions in
relation to both programmes does not in itself call for such a
change even though the functions conferred upon the committee in
respect of the Special Projects Fund may differ from those at
present exercised by the Technical Assistance Connittee in respect
of the Expanded Programme, and no such change appears to be
necessary to secure proper co-ordination between the two programmes.
If functions in relation to the two programmes are not entrusted
to the same committee of the Economic and Social Council, this
particular question will not arise.
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IV

Conclusions

49. In the light of the varied considerations which have
been reviewed, it would seem appropriate that the International
Labour Organisation should, in response to the invitation of the
General Assembly, formulate the following comments and suggestions
concerning the proposed Special Projects Fund.

50. The International Labour Organisation should inform
the Preparatory Commission and the Economic and Social Council
of its desire and willingness to co-operate in the achievement
of the purposes of the proposed Fund.

51. The International Labour Organisation should draw
attention to the desirability, when defining as requested by
the General Assembly resolution the basic fields of assistance
which the Special Fund should encompass, of having full regard
to the considerations set forth in paragraphs 6 to 3O above,
and more particularly of giving appropriate emphasis to the im-
portance of manpower development and techniques for raising pro-
ductivity as essential elements in programmes of systematic and
sustained assistance to facilitate sound investment.

52. The International Labour Organisation should also
draw attention to the importance of defining with sufficient
precision the types of assistance to be provided by the Special
Projects Fund and ensuring that assistance of the same type is
not available under different schemes on different conditions.

53. The International Labour Organisation should have
appropriate opportunities of expressing its views on questions
of general policy relating to the operation of the Special
Projects Fund.

54. The Director-General of the I.L.O. should accept
his share in a collective responsibility of the Secretary-
General of the United Nations, the executive heads of the
specialised agencies concerned, and the senior executive officer
of the Special Projects Fund for ensuring that co-operation and
co-ordination between the Fund and the existing organisations
is made fully effective; the Administrative Committee on Co-
ordination should be kept fully informed of matters of importance
bearing on the relationships between the Fund and other organisa-
tions with major responsibilities in respect of economic develop-
ment.
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55. The principles governing the operation of the
Special Projects Fund should indicate for its guidance prin-
ciples designed to ensure that the fullest use is made of the
existing machinery of the I.L.O. and other specialised agencies,
including the principle that the I,.0. should be consulted
before the Special Projects Fund approves any project within
the sphere of the I.1.0. and the principle that when a project
falling within the sphere of the I.1.0. is approved, the I.1,0.
should be fully responsible, on the basis of reimbursement of
all the costs involved, for the administration and implementa-
tion of the assistance provided by the Fund.

56. The Executive Chairman of the Technical Assistance
Board should be a member of any advisory committee which may
be constituted to advise on matters relating to the administra-
tion of the Special Projects Fund and appropriate arrangements
should be made to utilise fully for the purposes of the Fund
the existing machinery of the Expanded Programme of Technical
Assistance, including its field services.

57. Appropriate precautions should be taken to ensure
that the financial and administrative arrangements adopted in
respect of the Special Projects Fund do not prejudice reasonable
stability and a reasonable rate of growth in the Expanded Pro-
gramme of Technical Assistance.

58. While there may be distinct advantages in entrusting
to the same committee of the Economic and Social Council the
existing functions of the Council in relation to the Expanded
Prcgramme and any new functions which may be conferred upon it
in connection with the proposed Special Projects Fund, no change
should be made in the existing functions, powers or procedures
of the Council in relation to the Expanded Programme in so far
as the relations between the Council and the specialised agencies
are concerned. If functions in relation to the two programmes
are not entrusted to the same committee of the Economic and Social
Council, this particular question will not arise,

Geneva, 17 February 1958
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SECRETARY-GENERAL 28 February 1958

I have been told of your enquiries about the next meeting

of the Administrative Committee on Co-ordination, and want to say

how much I appreciate your thoughtfulness. It would be good to

have you at the meeting, particularly for the discussion of the

Special Fund, but I do not believe that it is essential, and I

would certainly be mYot unhappy to think of you making the return

journey to Europe on this account almost immediately after you get

back from your forthcoming extensive trip. There will be a useful

opportunity for exchanging views with our Europe-based colleagues

at the ACC, but that discussion cannot really affect the purposes

or the structure of the Fund, which will already have been thrashed

out at the inter-governmental level, and I do not foresee at this

stage much divergence as regards relations between the Fund and the

Expanded Programme.

I want to thank you for the reception accorded to Trevelyan when

he was in Washington. I note with satisfaction that you are proceeding

along the agreed lines.

I look forward to seeing you here on 17 April.

Dag Hammarskjold

Mr. Eugene R. Black,
President,
International Bank for Reconstruction

and Development,
1818 H Street, N.W.,
Washington 25, D.C.



[2~.2

.4 1*



UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS UNATIONS NEWYORK ADRESSE TELEGRAPHIQUE

F10LE NO.:

r n e -end.



t a

4

x



February 28, 1958

Mr. Martin HIill
I rc uty Under-Secre tary

or conoiic and Social Affairs
United Nations
New York, 5. Y.

Dear "r. HTillt

Tank you for -our letter of Fohruary 20, on-
closing copies of draft :apers proposed to be submit ted by the

ecretary-'eoneral to the Preparatory 0 ittee on the pocial
Fud, concerning fields of assistance and types of projects, and
concernin adinistrativan oprat >nl achinery. The draft
papers propose certain arran-meents desia'ned to bring about close
cooperation between the -ank and the iIal and, anJ ou k
ihether these arrangmeents would, if adopted, be generally
accet 1 to the "ank.

'toe aroposals hve been t sibjent of areliminary
discussion by our Executive dIrectors. Because the su gested
arran;;ants are necessaril tenuti v at this sa ge, aind are to
be formally considered by goverm-ental re resentatives on the
'ruparatory 0o rnittee, the xecative irectors were not asked at
this time to approve the proposals officially on behalf of the

nk. "owever, the tenor of te dicasix was nca to pro-
vide reasonable assurance that, if the proposal ultimately adopted
confors generally to the draft provis on , a if th manag it
of the Special Fund is satisfactory to the Bank, the 'xecutive
- irectors woulJ M prepared to authorize t ' ink 'o ceoerate with
the Special Fund in the -manner now proposed.

incerely ours,

(r-M Davre mmers

Davidson ers
SB:moZ6 Vice President



Yr. Chairman,

Under item 6 of the Agenda - financing of economic

develcimcnt - this Committee will consider the following do-

cuments

a) the final report of the ad hoc committee on the questicn of

the establishment of a Special United Nations Fund for

Economic Development, prepared in accordance with General

Assembly Resolution 923 (X), together with the supplementary

report of the Committee prepared in accordance with General

Assembly Resolution 1030 (XI);

b) i report prepared by the Secretary-General, pursuant to

General Assembly Resolution g24 (IX) as amended by General

Assembly Resolution 1035 (XI), containing a review of the

development in governmental measures affecting the inter-

national flow of private capital, and a statistical treat-

ment of this flow; and finally

c) this Committe will consider the informations furnished by

the Secretariat, pursuant to General Assembly Resolution

1034 (X), on the iuestion of collecting data on the inte-

national economic asistance for the less developed

countries.

With regard to SUNFED neither the final report of

the ad-hoc committee nor the supplementary report are in the

nIture of changing the position assumed by my Government in the

lonerrl A.se ly And in MEC. This position is based on the

following princps :
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principles

a) it is a matter of urgency the provision of a larger fi-

nancial help to underdeveloped countries, since the

creation in those countries of the economic and financial

preconditions for development cannot be effected either

by foreign private capital moveuents or by loans of a

strictly banking nature such as those provided by the

International Finance Corporation and the International

Bank for Reconstruction and Development;

b) the contributions to SUNFED must obey principles of

progressive taxation, since the adoption of a simple

proportional basis of assessment of contribution would

reult, on the one hand that underdeveloped countries

would diminish their rate of capital formation and on

the other hand that advanced countries would condition

the magnitude of their contributions to the limited

parti cipation of less developed countries.

Although my Government is very sceptical -on the

present possibilities of establishing such a fund, especially now

that a special Committee of the United States Senate is consider-

ing the administration of a similar fund for external financial

aid to be provided on a bilateral basis by the United States of

America, my Government, Mr. Chairman, continues to support SUNFiD

as a matter of principle.

As for the international and national measures to

increase the flow of private capital for economic development,

my Government thinks that this objective can only b realistically

implemented through a fundamental revision of the statutes and

methods of operation f te Jretton -oods institutions, especially

the International Bank for Reconstruction and Developmert.
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Development.

As it was already said by my Delegation during the

eneral debate on item 2 (a) of the genda, it is a matter of mo t

sericus concern to my Government the present state of disadjust-

ment between the frames of action of both the International Mone-

tary Fund and the International Bank for Reconstruction and De-

velopment, and the particular set of conditions and means for

action prevailing in the economic and social spheres of the world

today.

In the first place, my Government finds that the

scale of operations of the Bank is much too limited. Although

its current rate of lending a cr year is somewhat higher than it

h s ben in the past, the Bank's loans to really underdeveloped

countries do not average more than one hundred million dollars a

year.

The principal reasons why the Bank's operations h v

b en limited in scope and disproportionate to the capital needs

for development are the following :

a) because the Bank draws funds main1y from the United States

money market it has to act in accordance with the insti-

tutional rules for financial soundness prevailing in that

market, and those rules, although adequate to the economic

and social setting of the United States, do not easily fit

into a proper method for conducting promotional lending;

b) the Bank does not engge itself in equity financing and its

loans must be underwritten by governments through national

treasuries, national development banks or central banks :

this is so because the Bank must preserve vis-t-vis its

bondholders a credit standing that conducts it into a most

timid behaviour of risk taking policy towards its most need-
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needful members, the really underdevelped countries;

c) it was the origin intention and hope et B"retton ood

the Bank would act as a "pump primer to induce the appr-

ance of the necessary amount of private capital by which help

the 1arger part of the development financing would be provid

ed : this intention and hope have materialized only to th

very limited scale of the newly founded International Finance

Corporation, for the Bank by itself did not fulfil this in-

tention and hope.

In view of these reasons, my Government thinks that the Inter-

national Bank should be permitted to amplify its lending operations

to the limit of its available funds for worth-while projects that

had been adequately planned by cooperation between the Bank and

the governments of underdeveloped countries, One must not forget

that when a country is underdeveloped it is underdeveloped even in

ability to spell out their economic aspirations in terms of well

prepared and well-planned credit-worthy projects ready for imm -

ate execution.

Moreover, the Bank should be entitled to extend its

activities in such a way as to induce a greater and more regulr

flow of private capital, an objective which the International

Finance Corporation could help the Bank to fulfil. This aim

could also be attained by permitting the Bank to a cquire loanahl

funds in countries other than the United States, and by so doing

to act as a catalytic agnt for creating or nducing the ar er-

ance in the internationa)l money m:rket of alarger flow of privte

capital.

As for the International Monet.ry Fund, my Govern-

ment would like to see it in full performance of its intended r3 lu,

that is, to promote international monetary cooperation, to facili-
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Chrirman, in bringing to the attention of ECOSOC its intention

to invite the United Nations to re-examine the principles and

opercations of 4th 3rtton 4oods institutions is simply to bring

forward to open debate the fundamental question whether the present

in.trnationa instrumentation for fin ncing economic devlopment

is the best fully to attain thL im.

Thirdly, nnd finally, my Government does not intnd

to initiate the' action donducive to this revision within ECOOC.

Therefore, my Delegation will not submit to this Council a draft

resolution on th subject. There is no longer time enough for

delegates sitting around this table to consult with their superi-

ors at home,. In these circumstances, the presentation by my

Delegation of a drnft resolution esking for the re-examination

of th. structures -end modes of operation of the Bretton Woods

institutions, could very well lead to hasty decisions and to the

the premature rejection of a resur. to which my Government

attaches the utmost importance.

My Government is considering th. convenience of

requesting the inclusion in the agenda of the forthcoming session

of the General Assembly of an item which, if accepted, will start

studies leading to a report by ai joint group of representatives

of Governments, of members of th. S.ecretariat of the United

Nations, members of the staff of the Fund and the Bank, and re-

presentatives of the Commission on International Commodity TrAd_.

The main purpose of such a report is to determine whether the

worlds economic situation has changed sufficiently from the

situation prevailing in the immediate post-war period to indicate

that a major revision of the statutes ;nd policies of the Fund

as well ns the Bank cn no longor be avoided.
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vrnmnt thinks it is, th sEcond task of this orking greup

should beto indicte the most pprori oan tcn-

duct the proposed exmination. 1f, in prs ti secod ta

the working~ group reacohs th conclusion the whtiro nUd.

is no mor than ) br ing of tho present stat rid p

of to Banik and the Fund, the ECOSOC itself migh beetitled t

report to the neral Asebly on th roriat ci Tledn

to this objectiv. If1, howver, the workin group fid tha t

propced revision ant il fu ntl moific n itu

and polici s of theBrk n the Fund, the EC 1C t lf mrigh

nttled to rport to th rnera s bly on te prrit

actions leding to thi ob jativ., however, the workin

ca7tions in th statutesn policies of th F und and the Bank,

then the Generl Assembly, at its 19 ~58 susson, mighat cons.iderth

appropritatenes to convene a wrld conference f ifinaco minisr

to conideadto decide how tis fundamnrtal revision should b

This is th gener1 outlin o action propos d by ry

Gowvrnmont in de1li with itv m 6 oi the ad for the prsent

e nfC

Th yo, Mr. Chairyan.
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UINITED NATIONS NATIONS UNIES
New York

20 February 1958

Sir,

I have the honour to refer to General Assembly resolution 1219 (XII),
a copy of which is enclosed. By this resolution the General Assembly

decided to establish a Special Fund which would provide systematic and

sustained assistance in the fields essential to the integrated technical,

economic and social development of the less-developed countries; and the

Secretary-General was invited to forward his views and suggestions to the

Preparatory Committee for the Special Fund. I attach, for your informa-

tion, drafts of papers on the fields of assistance and types of projects,
and on the administrative and operational machinery of the Special Fund,
which will form the main part of the memorandum to be submitted by the
Secretary-General to the Committee.

The Secretary-General attaches the greatest importance in the con-

duct of the Special Fundts operations to close co-operation between the

Special Fund and the International Bank and proposes certain arrangements
in the attached papers which, in his view, would enable this co-operation

to be most effective.

He would be glad to know whether these proposals concerning the ex-

tent and nature of the co-operation of the Bank with the operations of

the Special Fund would, if adopted, be generally acceptable to the Inter-

national Bank.

Accept, Sir, the assurances of my high consideration.

/s/ Martin Hill

Martin Hill
Deputy Under-Secretary

for Economic and Social Affairs

Mr. Davidson Sommers
Vice President
International Bank for Reconstruction

and Development
1818 H Street, N.W.
Washington 25, D. C.
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Mr. Morton M. endels February 24, 1958

Enrique Looez-Herrarte

United Nations Special Projicts Fund

The attached documents concerning the proposed United Nations
Special Projects Fund were received today from the UnitAd Nations.
The President would like to have an informal discussion on there papers
at the Executive Directors' mneeting to be hold on February 26. The
Preparatory Committee orranized by the General Asserbly will convene in
New York on March 11, and it will be necessary for the Bank to determine
its position formally prior to that date.

EHI/ra
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FROM: The Secretary February 24, 1958

UNITED NATIO1\NS SPECIAL PROJECTS FUND

The attached documents concerning the United Nations Special

Projects Fund were received today from United Nations, Inasmuch as

the Preparatory Committee organized by the U.N. General Assembly is

convening in New York on March 11, and it will be important for th'e

Bank to determine its formal position prior to that date, the

President wishes to have a first discussion of these documents at the

meeting of Executive Directors on Wednesday, February 26.
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President
Vice Presidents
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U N I T E D N A T IO N S Distr.
LIMITED

General Assembly A/AC.93/L.2
2h February 1958

Preparatory Committee for
the Special Fund

New York, 11 March 1958

Views and suggestions of the Secretary-
General in response to General Assembly

resolution 1219 (XII)

Introduction

1. In its resolution 1219 (XII) the General Assembly invited the

Secretary-General to present his views and suggestions:

(a) on the basic fields of assistance which the Special F12rd to

be established under resolution 1219 (XII) should encomnass and, within

these fields, the types of projects which should be eligible for assist-

ance;

(b) on the administrative and operational machinery to be recom-

mended for the Special Fund.

2. In the formulation of these views and suggestions, account has

been taken of the debates in the General Assembly concerning the needs

of under-developed countries and the future direction of the technical

assistance activities of the United Nations, as well as of the discus-

sions on the Special Fund which led to the adoption of resolution 1219

(XII).

3. Furthermore, in formulating his views and suggestions on the ad-

ministrative and operational machinery of the Special Fund, the

Secretary-General has drawn on the experience of existing United Nations
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programmes operating on the basis of extrabudgetary funds as well as on

some of the work of earlier committees which have studied extensively

questions of administrative and operational machinery in connection with

a capital development fund; although the Special Fund is not a capital

investment fund, some of the features of the operational machinery en-

visaged by earlier committees may be borne in mind.

Section 1. Basic fields of assistance and
types of projects

h. Resolution 1219 (XII) indicates the purposes of the Special Fund

and its relation to the Expanded Programme of Technical Assistance, when

it states that:

(a) neither the Expanded Programme nor other existing programmes

of the United Nations or the specialized agencies can now meet certain

urgent needs which, if met, would advance the processes of technical,

economic and social development of the less developed countries, and, in

particular, would facilitate new capital investments of all types -

private and public, national and international - by creating conditions

which would make such investments either feasible or more effective;

(b) the Special Fund is to be a separate fund, established as an

expansion of the existing technical assistance and development activi-

ties of the United Nations and the specialized agencies, which would pro-

vide systematic and sustained assistance in fields essential to the in-

tegrated technical, economic and social development of the less

developed countries;

(c) in view of the resources prospectively available at this time,

which are not likely to exceed $100 million annually, the operations of



the Special Fund shall be directed towards enlarging the scope of the

United Nations programmes of technical assistance so as to include special

projects in certain basic fields to be defined by the Preparatory Commit-

tee.

5. From these indications, a number of criteria may usefully be de-

rived, for distinguishing the operation of the Special Fund from that of

the Expanded Programme of Technical Assistance in a way conducive to the

orderly management and co-ordination of both programmes. It does not

seem, however, indispensable, nor indeed feasible, to set out such

criteria too precisely or too rigidly. The suggestion below that the

Executive Chairman of the Technical Assistance Board be a member of the

Joint Advisory Committee to the chief executive officer of the Special

Fund is in recognition of the importance of maintaining the closest co-

ordination between the operations of the Special Fund and those of the

Expanded Programme .-

6. It may be useful to contrast the criteria underlying the operations

of the Special Fund with those of the Expanded Programme as follows:

(a) in contrast to the Expanded Programme of Technical Assistance,

which, in order to take account of the wide variety of needs, and of op-

portunities for technical assistance, has had to spread its resources

over a large number of projects, the Special Fund would concentrate its

resources on a more limited number of projects involving relatively

heavier individual budgetary commitments. This is not to say that cost

alone should serve as a yardstick to distinguish between a Special Fund

1/ See paragraph 34.



project and an Expanded Programme project; but a difference in financing

methods - such as diversified versus concentrated spending - could, in

many cases, constitute a criterion;

(b) in contrast to the Expanded Programme and as a consequence of

the distinction noted above, the Special Fund could undertake projects

involving investigations of considerable scope or depth;

(c) in contrast to the Expanded Programme, and as a consequence

of (a) and (b) above, the Special Fund would encompass in its activities

projects requiring a higher degree of sustainment, i.e., involving com-

mitments over longer periods of time, than has been possible hitherto.

Conversely, as fellowship programmes fit naturally within the existing

technical assistance activities, the Special Fund would not normally pro-

vide such assistance except to meet particular needs inherent in the

execution of a specific project financed by it;

(d) in contrast to the Expanded Programme and as a further conse-

quence of the above, the Special Fund's activities would include, in

addition to projects intended to bring direct benefits to one country

only, an appreciable number of projects involving several countries or

even entire regions. Although the distribution and utilization of the

Special FundIs resources will be based on government requests, it is not

foreseen that the country programming procedures under the Expanded Pro-

gramme would apply.

7. The desirable relationship of the two programmes should not, how-

ever, be lost sight of on account of these distinguishing features; they

are closely related and are likely to prove particularly fruitful when

they can be mutually supporting. Requests for assistance under the
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Special Fund will frequently grow out of recommendations of experts working

under the Expanded Programme. Conversely, projects under the Special Fund

may give rise to activities under the Expanded Programme.

8. Similarly, since the Special Fund is intended to lay the basis for

investment, the work of the International Bank for Reconstruction and

Development, which has acquired a vast experience in the financing of

economic development, will, in a number of cases, have a bearing on its

activities. In some instances projects may come after earlier Bank

investigation or activities; in others, the work carried out with the

assistance of the Special Fund may be considered by the Bank in maing de-

cisions as to financing. It is for these reasons that the suggest.ons

made below about the structure of the Special Fund provide for the

Presidant of the International Bank for Reconstruction and Development to

be a member of the Joint Advisory Committee.

9. The fact that the Special Fund's operations are to constitute an

expansion of the present technical assistance activities should not ob-

scure the fact that the limited resources of both programmes are not com-

mensurate with the formidable requirements of economic development. How-

ever, the activities of the Special Fund should, within its limits, have

an important impact by stimulating the undertaking of concrete projects

and the planning or programming of further projects thus made possible.

The Special Fund might finance exploratory or preliminary tests or

studies in some multiple phase projects. As in the case of the Expanded

Programme, it will not assist research of a purely academic nature. Its

projects might involve, in addition to the provision of experts or appro-

priate staff, the financing of related purchases of equipment to a larger
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extent than is possible under the present technical assistance schemes;

yet the Special Fund, like the Expanded Programme, not being a capital

fund, will obviously be unable to finance heavy capital expenditures.

Again, as under the Expanded Programme, projects assisted by the Special

Fund should be followed up and taken over by public or private organiza-

tions or enterprises.

10. The General Assembly has exemplified its wishes regarding the

fields in which the Special Fund should provide assistance, by mentioning

intensive surveys of water, mineral and potential power resources, the

establishment, including staffing and equipping, of training institutes

in public administration, statistics and technology and of agricultural

and industrial research and productivity centres.

11. These examples offer some guidance as to the activities and types

of projects which the Special Fund would assist. They are only a part

of the vast range of activities essential to the integrated economic and

social development of under-developed countries. Bearing in mind its

prospective resources, the Special Fund is likely to make a greater im-

pact in laying the basis for investment by concentrating on a few impor-

tant kinds of activities. Also, the sphere of operations indicated for

the Special Fund should be seen in the perspective of the efforts already

being made by the Expanded Programme, by the United Nations (including

its regional economic commissions), by the specialized agencies and by

the various bilateral and regional programmes for technical assistance

and financial aid.

12. Projects which the Special Fund would assist would seem to fall

mainly into one of two categories, namely surveys of resources and



training and research facilities, which may, of course, be closely inter-

related. They are referred to below in general terms only, since there

is no advantage in setting out detailed examples of such projects in

purely hypothetical form. Projects of a similar nature may differ con-

siderably in details from place to place and such details could only be

determined on the basis of the specific requests that will be received by

the Fund.

13. It may be expected that the Special Fund would devote a substan-

tial part of its activities to surveys relating to the development of

natural resources. It is visualized that these would include surveys

of water resources, mineral resources, land, soil and marine resources.

The Special Fund might also assist in surveys relating to the establish-

ment of transport facilities, particularly where the need for these was

indicated as a result of surveys of basic resources mentioned above. The

scale on which individual projects would be undertaken or assisted by the

Special Fund would, of course, be limited by the total financial re-

sources available to the Fund and the number of requests received by it.

Costly exploratory and prospecting techniques would, presumably, not

normally come within the scope of its operations.

l. Certain activities directly related to carrying out surveys of

natural resources might also be considered eligible for assistance. Dis-

covery of resources may require evaluation of potentialities and economic

and social investigations relating to their development. For example,

discovery of mineral resources might make it necessary to undertake a

series of investigations of such problems as the economics of their pro-

duction and marketing and of the engineering, transport, energy,
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manpower and housing requirements. While many of these investigations

might be assisted under the Expanded Programme, there would be projects

of special significance for furthering economic and social development

which would more appropriately be the concern of the Special Fund.

15. While surveys of resources would pave the way for investment,

techniques and skills would be required to make investment both more

feasible and more effective. Assistance in training and research would

be extended mainly for establishing institutions of certain types of a

national or regional scope, or for expanding existing ones. The purpose

of such training institutions would be to increase the supply of skills

at the requisite levels in the technological field as well as in such

fields as management, statistics, economic and social surveys and public

administration. Research institutions eligible for assistance from the

Special Fund would presumably be those in fields directly relevant to

development plans and programmes of high priority, such as industrial

and agricultural research centres.

16. Some carefully chosen demonstration projects might also be

assisted by the Special Fund to complement the work carried out by cer-

tain training and research institutions.

17. Various types of projects have been referred to above from the

point of view of their eligibility for assistance from the Special Fund,

irrespective of the agencies through which they might be carried out;

while some of the projects might most appropriately be handled by the

United Nations itself, others would fall within the competence of the

specialized agencies.
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Section 2. Admtinistrative and operational

machinery of the Special Fund

18. The following views and suggestions are intended as an outline

of possible solutions to some of the administrative and operational

questions raised by the establishment of the Special Fund.

19. The Secretary-General would view the Special Fund as an extra-

budgetary fund administered by a new unit within the United Nations

Secretariat, in charge of programming and planning the operations of

the Special Fund, under the policy guidance and subject to the final

decisions of an intergovernmental executive organ, and relying to the

greatest possible extent on existing facilities within the United

Nations and the specialized agencies for the preparation and for the

implementation of projects. This formula would seem to satisfy the

General Assembly resolution which provides that the Special Fund shall

be a separate fund which will require some new administrative and

operational machinery; and that, without impairing the separate iden-

tity of the Special Fund, fullest possible use should be made of the

existing machinery of the United Nations, the specialized agencies -

including the existing international financial institutions - and the

Expanded Programme of Technical Assistance.

20. Possible answers are explordd below to some of the questions

which arise relating to the following matters: legislative authority;

the executive organ; administration of the Special Fund; working re-

lationships with existing programmes and inter-agency coordination;

procedures; and financial arrangements.
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21. The question of working relationships with existing programmes

and of inter-agency coordination arises at various stages of the struc-

tural arrangements and administrative procedures. Its various aspects

are therefore taken up in connection with the other questions which

are discussed belo in the order mentioned in the preceding paragraph.

I. Legislative Authority

22. It is believed that the powers and functions pertaining to the

legislative authority should be vested in two Principal Organs of the

United Nations, i.e., the General Assembly and the Economic and Sccial

Council. In the context of the present proposals, it would appear un-

duly cumbersome to create a new organ, as had been recomlmended by ear-

lier committees.

23. As between the two Principal Organs, the distribution of func-

tions could be conceived as follows: the Economic and Social Council

would be the Organ responsible for the formulation of general rules and

principles, the review of operations of the Special Fund on the basis

of annual reports, and the consideration of the activities of the Expand-

ed Programme of Technical Assistance and of the Special Fund in relation

to each other. The General Assembly would review the activities of the

Special Fund on the basis of the Annual Report of the Economic and Social

Council to the General Assembly. It would be the Organ responsible for

the modification or amendment of the basic instrument of the Special Fund,

on recommendation of or after consultation with the Economic and Social

Council.
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24. Members of the executive organ of the Special Fund could be

elected by the Economic and Social Council according to rules defined

in the basic instrument of the Special Fund, i.e., the General Assembly

resolution creating it. States not members of the United Nations but

members of the specialized agencies could be eligible for membership on

the executive organ. There should be no difficulty for such States in

participating in the normal pledging procedures provided for by the

General Assembly.

II. The Executive Organ

25. It is suggested that a small Executive Board consisting of ten to

fourteen members be established. It would appear that the recommendation

contained in the annex to the General Assembly resolution for equal

representation on the Board of major contributors and of other Governments

would apply.

26. The Board would decide on the projects submitted to it by the chief

executive officer, authorize commitments, establish the policies of the

Special Fund in accordance with the rules and principles laid down by the

Economic and Social Council, review the Special Fund's administration and

operations, and report to the Economic and Social Council.

27. Steps should be taken to ensure proper co-ordination of the acti-

vities of the Special Fund and of the Expanded Programme. with this end

in view, it would seem desirable that the executive Board t s annual report

should be referred by the Economic and Social Council to its Technical

Assistance Committee. In this respect also, consideration might be given

to the selection of the Board from among members of the Technical
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Assistance Committee.

28. The present type of Fund would not seem to call for continuous ses-

sions of the Executive Board. Thile approval of projects would be given

on a case by case basis, grouping of projects for submission to the

Executive Board meeting for a limited number of sessions during the year

would provide a better picture of the allocation of the Special Fund's

resources and a better appraisal of the Fund's operations by Governments

for the determination of their yearly contributions.

29. The chief executive officer of the Special Fund (cf. sub-section

III below) would participate without vote in the deliberations of the

Board. The members of the joint advisory committee (referred to in

paragraph 3L below) should be invited to attend all meetings of the

Executive Board but without vote. The Executive Board should also

make appropriate arrangements for consultations with specialized agen-

cies on matters within their competence.
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III. Administration of the Special Fund

Chief executive officer

30. It is suggested that the Special Fund be administered by a chief

executive officer, under the policies established by the Executive Board

in accordance with the rules and principles laid down by the Economic

and Social Council (cf. paragraph 26). The chief executive officer would

report to the Executive Board and would submit to it programmes of oper-

ation. He would also prepare and submit annual reports on the adminis-

tration of the Special Fund.

31. In view of the establishment of the Special Fund as an extra-

budgetary organ of the United Nations, it is suggested that the chief

executive officer be appointed by the Secretary-General of the United

Nations, in consultation with the Executive Chairman of the Technical

Assistance Board and the President of the International Bank, and subject

to the approval of the Executive Board.

32. The chief executive officer would have the right to attend the

meetings of the Technical Assistance Board.

33. The chief executive officer should remain in close touch and es--

tablish working relationships with all specialized agencies concerned

with those fields of activity in which the Special Fund would operate.

Joint Advisory Committee

34. It is recommended that along the lines of the suggestion of the

1/
group of experts headed by Mr. Raymond Scheyven, a Joint Advisory Commit-

tee be established, composed of the Secretary-General of the United Nations,

1/ Special United Nations Fund for Economic Development, General Assembly,
Official Records, Tenth Session, Supplement No. 17 (A/2906), paras. 57-59.
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the Executive Chairman of the Technical Assistance Board 
and the President

of the International Bank, or their designated representatives. Member-

ship of the Executive Chairman of the Technical 
Assistance Board would

seem essential to ensure close cooperation -rith the Expanded Progranmne of

Technical Assistance.

35. It would be the function of the Joint Advisory 
Committee to advise

the chief executive officer on the formulation of the Special Fund's 
pro-

gramme of operations in the light of information 
in the possession of the

authorities composing the Committee and of applications 
submitted to the

Special Fund.

Staff

36. The staff of the Special Fund should consist of a 
small group to

assist the chief executive officer administer 
the programme. Under the

direction of the chief executive officer, the 
staff would consult with

appropriate bodies on the technical and substantive 
aspects of projects,

submit to the Executive Board programmes of operation, 
analyze reports on

projects, and subsequently submit reports to the 
Executive Board. For

other services the chief executive officer 
would rely as far as possible

on the existing facilities of the United Nations 
and the specialized

agencies, including the facilities 
of the Technical Assistance Board.

It is hoped that these facilities would be made available to the Special

Fund without charge except when clearly 
identifiable additional expenses

were involved.
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IV. Procedures

37. Projects should be undertaken only at the request of a Government

or group of Governments. Proposals could, however, be made by the chief

executive officer after consultation with the Joint Advisory Committee

and, whenever appropriate, with the Secretary-General of the United

Nations and with the executive heads of the specialized agencies. In

all cases, a request would have to be formulated by the Government or

Governments concerned before final approval.

38. With the assistance of the Joint Advisory Committee, the chief

executive officer would draw up a programme of operations on the basis of

the technical evaluation of projects and within the limits of the re-

sources expected to be available. For each particular project the pro-

gramme would include: (a) a summary of its technical evaluation; (b) a

proposed budget showing the financial implications of the project in their

entirety; (c) a draft agreement regarding the implementation of the pro-

ject and its control.

39. After examination of the proposals submitted by the chief executive

officer, the Executive Board would take a final decision and authorize the

chief executive officer to make the appropriate arrangements, including

the conclusion of the appropriate agreements for the implementation of

projects.

40. Projects would be implemented as far as possible by the United

Nations and/or the particular agencies concerned. Control of implement-

ation would be exercised to the greatest possible extent by existing

field services and by the staffs of the agencies charged with responsi-
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bility for execution of individual projects. The chief executive officer

of the Special Fund would report on the status and implementation of pro-

jects to the Executive Board.

V. Financial Arrangements

4l. The financial administration and managenent of the Special Fund

should be governed by financial regulations which could be developed by

the Secretary-General of the United Nations, in consultation with the

chief executive officer, for review by the Executive Board. In accordance

with accepted United Nations practice the regulations thus developed would

be submitted to the Advisory Committee on Administrative and Budgetary

Questions before coming into effect.

h2. It would appear that regulations for the Special Fund could be

similar to those already applicable to the Special Account for the Ex-

panded Programme of Technical Assistance. If this were the case, the

Special Fund would be operated under the custodial authority of the

Secretary-General, who would be responsible for receipt, management and

disbursement of all moneys, and would account for all financial trans-

actions. The procedures concerning acceptance of contributions, investments,

internal financial controls, accounts and financial reports, and external

audit could also be comparable to those for the Special Account. An

adaptation of existing procedures could be developed to provide for the

acceptance and use of payments in local currency by recipient governments.

43. Modifications would be necessary, however, in the provisions for

committing and obligating funds and possibly in respect of certain other
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procedures. Specifically, authority should exist to approve programmes

of more than one year's duration.

4h. Also, if, as appears likely, the possibility should exist for an

exchange of currencies between the Special Fund and the Special Account

so as to assure maximum currency utilization, then authorization for such

exchanges should be provided in the financial regulations.

45. The actual funds for financing the office of the chief executive

officer should come under the sane process of review and approval by the

General Assembly as other special offices of the United Nations, for

which budgetary provision is made. The funds could be obtained by a

grant of funds to the United Nations budget by the Executive Board of

the Special Fund.

46. As contributions will be made voluntarily on an annual basis, the

Technical Assistance Pledging Conference, which is held every year, could

be reorganized so as to include pledging for the Special Fund. The

services of the General Assenbly's Negotiating Committee for Extra-

budgetary Funds could also be used.



General Assembly Resolution 1219 (XII)

Resolution Adopted by United Nations General Assembly

on December 14, 1957

The General Assembly

In conformity with the determination of the United Nations, as ex-

pressed in its Charter, to promote social progress and better standards

of life in larger freedom, and for these ends, to employ international

machinery for the promotion of the economic and social advancement of

all peoples,

Conscious of the particular needs of the less developed countries

for international aid in achieving accelerated development of their

economic and social infrastructure,

Recalling its resolutions on the establishment of an international

fund for economic development writhin the framework of the United Nhaticns

and, in particular, reaifirming its unanimously adopted resolution 72bA

and B (VIII) of 7 December 1953,

Noting the recommendation of the Economic and Social Council in its

resolation 66 2 B (XXIV),

Recognizing that the United Nations Expanded Technical Assistance

Programme is of proven effectiveness in promoting the economic develop-
ment of the less developed countries,

Recognizing, however, that neither the Expanded Technical Assistance

Programme nor other existing programmes of the United Nations or the

specialized agencies can now meet certain urgent needs which, if met,
would advance the processes of technical, economic and social development

of the less developed countries, and, in particular, would facilitate new

capital investments of all types - private and public, national and

international - by creating conditions which will make such investments

either feasible or more effective,

Convinced that a rapidly achieved enlargement in the financial re-

sources and scope of technical assistance rendered by the United Nations

and the specialized agencies to the less developed countries would con-

stitute a constructive advance in United Nations assistance and would be

of immediate significance in accelerating their economic development,

Recognizing that, while long-term pledges are desirable, some

Governments are unable to make financial commitments except with the ap-

proval of their legislatures and on an annual basis,
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A.

Commends the Ad Hoc Committee on the Question of the Establishment of
a Special United Nations Fund for Economic Development for the work
embodied in its final and supplementary reports prepared in accordance
with General Assembly resolutions 923 (X) of 9 December 1955 and 1030 (XI)
of 26 February 1957;

B.

1. Decides that, subject to the conditions prescribed hereunder,
there shall be established as an expansion of the existing technical
assistance and development activities of the United Nations and the spe-
cialized agencies a separate Special Fund which would provide systematic
and sustained assistance in fields essential to the integrated technical,
economic and social development of the less developed countries,

2. Decides further that, in view of the resources prospectively
available at this time, which are not likely to exceed one hundred million
dollars annually, the operations of the Fund shall be directed towards en-
larging the scope of the United Nations programmes of technical assistance
so as to include special projects in certain basic fields to be defined by
the Preparatory Committee provided for in paragraph h below, for example,
intensive surveys of water, mineral and potential power resources; the
establishment, including staffing and equipping, of training institutes in
public administration, statistics and technology, and of agricultural and
industrial research and productivity centres;

3. Considers that while, without impairing the separate identity of
the Special Fund, the fullest possible use should be made of the existing
machinery of the United Nations, the specialized agencies (including the
existing international financial institutions) and the Expanded Programme
of Technical Assistance, the Special Fund will require some new admini-
strative and operational machinery;

4. Decides to establish a Preparatory Committee composed of repre-
sentatives of 16 Governments to do the following, taking into account the
principles set out in the annex and the views and suggestions forwarded
by Governments pursuant to paragraph 7;

(a) define the basic fields of assistance which the Special Fund
should encompass and, within these fields, the types of projects
which should be eligible for assistance;

(b) define in the light of paragraph 3 above, the administrative
and operational machinery to be recommended for the Special Fund, in-
cluding such changes as may be required in the present legislation
and procedures of the Expanded Programme of Technical Assistance;

(c) ascertain the extent to which Governments would be willing to
contribute to the Special Fund;
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5. Requests the President of the General Assembly to appoint the
members of the Preparatory Committee;

6. Invites the Secretary-General to provide the Preparatory Commit-
tee with all the necessary facilities, including the provision of such
expert consultants as might be required;

7. Requests Governments to assist the Preparatory Committee in its
work by forwarding their views and suggestions to the Preparatory
Committee through the Secretary-General and, in particular, by indicat-
ing the extent to which they would be willing to contribute to the
Special Fund;

8. Invites the Secretary-General, the executive heads of the

specialized agencies and the Executive Chairman of the Technical Assist-

ance Board to forward their views and suggestions to the Preparatory
Committee;

9. Requests the Preparatory Committee to submit the results of its
work in the form of a report and recommendations to the twenty-sixth
session of the Economic and Social Council;

10. Requests the Economic and Social Council to transmit the Pre-
paratory Comrittee's Report, together with its own comments, to the
thirteenth session of the General Assembly for final action;

11. Looks forward to the establishment of the Special Fund as of
1 January1959;

12. Appeals to all States Members of the United Nations, in a spirit
of co-operation and solidarity, to give the greatest possible assistance
to the Special Fund;

C.

Decides that as and when the resources prospectively available are
considered by the General Assembly to be sufficient to enter into the
field of capital development, principally the development of the economic
and social infrastructure of the less developed countries, the General

Assembly shall review the scope and future activities of the Fund and

take such action as it may deem appropriate.



ANNEX

I. The Special Fund shall be a multilateral fund of the United Nations,
with financial resources principally derived from voluntary annual con-
tributions of Governments and others in (or transfera&ble into) currency
usable by it and as much as possible pledged or indicated for a number
of years.

II. Assistance from the Special Fund shall be given only to projects
which would make a contribution to the economic development of the re-
questing country or countries. The operations of the Special Fund
shall be in conformity with the principles of the Charter of the United
Nations and shall not be influenced by political considerations.

III. The Special Fund shall be administered by a chief executive
officer under policies established by an executive body in accordance
with such rules and principles as may be laid down by the General
Assembly and the Economic and Social Council. The membership of the
executive body shall be equally distributed between two gro;ups, one con-
sisting mainly of major contributing countries and the other consisting
mainly of less developed countries. Each member of the executive body
shall have one vote. Decisions of the executive body on questions of
policy, including the allocation of funds, shall require a qualified
majority vote.

Note: The following countries have been designated by the President of
the General Assembly to serve on the Preparatory Committee: Canada,
Chile, Denmark, Egypt, France, Ghana, India, Japan, Mexico, The Nether-
landls, Pakistan, Peru, U.S.S.R., United Kingdom, United States, and
Yugoslavia.
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UNITED IA TIQNS ONS

GENERAL Distr.

A S S Ei M B L Y"""
A/RES/1219 (XII)
17 December 1957

Twelfth session
AGenda item 28

RESOLUTION ADOPTED BY THE GETERAL ASSMBLY

Lon the report of the Second Committee (A/57821

1219 (XII). Financing of economic development

The General Aseembly,

In coformi-tv with th.e determination of the United Nations, as expressed in

its Charter, to promote social progress and better standards of life in larger

freedom, a4 for these ends, to employ international machinery for the promotion

of the economic and social advancement. of all peoples,

Conscious of the particular needs of the 2ess developed countries for

international aid in achieving accelerated development of their economic and

social infrastructure,

Recalling its resclutions on the establishment of an international fund for

economic development within the framework of the United Nations end, in particular,

reaffirming its unanimously adopted resolutions 724 A (VIII) and 724 B (Viii) of

7 December 1953,
Noting the recommendation of the Economic and Social Council in its

resolution 662 B (XXIV) of 31 July 1957,

Recognizing that the United Nations Expanded Programme of Technical

Assistance is of proven effectiveness in promoting the economic development of

the less developed countries,

Recognizing however that neither the Expanded Programme nor other existing

programmes of the United Nations or the specialized agencies can now meet certain

urgent needs which, if met, would advance the processes of technical, economic

57-35403
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and social development of the less developed countries, and, in particular,

would facilitate new capitag investments of all types - private and public,

national and international - by creating conditions which would make such

investments either feasible or more effective,

Convinced that a rapidly achieved enlargement in the financial resources and

scope of technical assistance rendered by the United Nations and the specialized

agencies to the less developed countries would constitute a constructive advance

in United Nations assistance and would be of immediate significance in accelerating

their economic development,

Recognizing that, while long-term pledges are desirable, some Governments

are unable to make financial commitments except with the approval of their

legislatures and on an annual basis,

Commends the Ad Hoc Committee on the Question of the Establishment of a

Special United Nations Fund for Economic Development for the work embodied in its

finalP and supplementary ' reports prepared in accordance with General Assembly

resolutions 923 (x) of 9 December 1955 and 1030 (XI) of 26 February 1957;

II

1. Decides that, subject to the conditions prescribed hereunder, there

shall be established as an expansion of the existing technical assistance and

development activities of the United Nations and the specialized agencies a

separate Special Fund which would provide systematic and sustained assistance in

fields essential to the integrated technical, economic and social development of

the less developed countries,

2. Decides further that, in view of the resources prospectively available

at this time, which are not likely to exceed $100 million annually, the operations

of the Special Fund shall be directed towards enlarging the scope of the

United Nations programmes of technical assistance so as to include special projects

in certain basic fields to be defined by the Preparatory Committee provided for in

/ A/3579 and Corr.1 and Add.1,

2/ A/3580.

/...
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paragraph 4 below, for example, intensive surveys of water, mineral and potential

power resources, the establishment, including staffing and equipping, of training

institutes in public administration, statistics and technology, and of agricultural

and industrial research and productivity centres;

3. Considers that while, without impairing the separate identity of the

Special Fund, the fullest possible use should be made of the existing machinery

of the United Nations, the specialized agencies - including the existing

international financial institutions - and the Fxpandcd Programme of Technical

Assistance, the Fund will require some new adMinistrative and operational

machinery;

4. Decides to establish a Preparatory Cowmttee composed of representatives

of sixteen Governments to do the following, taking into account the principles

set out in the annex to the present resolution and the views and suggestions

forwarded by Governments pursuant to paragraph 7 below:

(a) Define the basic fields of assistance which the Special Fund should

encompass and, within these fields, the types of projects which should be eligible

for assistance;

(b) Define in the light of paragraph 3 above the administrative and

operational machinery to be recommended for the Special Fund, including such

changes as may be required in the present legislation and procedures of the

Expanded Programme cf Technical Assistance;

(c) Ascertain the extent to which Governments would be willing to

contribute to the Special Fund;

5. Invites the President of the General Assembly to appoint the members

of the Preparatory Committee;

6. Invites the Secretary-General to provide the Preparatory Committee

with all the necessary facilities, including the provision of such expert

consultants as might be required;

7. Requests Governments to assist the Preparatory Committee in its work by

forwarding their vievs and suggestions to the Committee through the Secretary-

General and, in particular, by indicating the extent to which they would be

willing to contribute to the Special Fund;

/- .
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8. Invites the Secretary-General, the executive heads of the specialized

agencies and the Executive Chairman of the Technical Assistance Board to forward

their views and suggestions to the Preparatory Committee;

9. Retuets the Preparatory Committee to submit the results of its work

in the form of a report and recommendations to the Economic and Social Council,

at its twenty-sixth session,

10. Requests the Economic and Social Council to transmit the Preparatory

Committee's report, together with its own comments, to the General Assembly, at

its thirteenth session, for final action;

11. Looks forward to the establishment of the Special Fund as of

1 January 1959;

12. Appeals to all States Members of the United Nations, in a spirit of

co-operation and solidarity, to give the greatest possible assistance to the Special

Fund; III

Decides that as and when the resources prospectively available are considered

by the General Assembly to be sufficient to enter into the field of capital

development, principally the development of the economic and social infrastructure

of the less developed countries, the Assembly shall review the scope and future

activities of the Special Fund and take such action as it may deem appropriate.

730th plenary meeting,
14 December 1957.
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ANNEX

1. The Special Fund shell be a multilateral fund of the United Nations, with

financial resources principally derived from voluntary annual contributions of

Governments and others in or transferable into currency usable by tha Fund and,

as much as possibles pledged or indicated f2or a number of years.

2. Asssistance frcm the Special Fund shall be given only to projects which woul4

make a contribution to the economic development of the requesting country or

countries. The operations of the Fund shall be in conformity with the principles

of the Charter of the United Nations end shall not be influenced by political

considerations.

3. The Special Fund shall be administered br a chief executive officer under

policies established by an executive body in accordance with such rules and

principles as may be laid down by the General Assembly and the Economic and

Social Council. The membership of the executive body shall be equally

distributed between tvo groups; one consiting mainly of major contributing

countries and the other consisting mainly of less developed countries. Each

member of the executive body shall have one vote. Decisions of the executive

body on questions of policy, including the allocation of funds, shall require a

qualified majority vote.

*

At the 730th plenary meeting on 14 December 1957, after the adoption of the

resolution, the President of the General Assedly appointed the following States

Members to be represented on the Preparatory Colmittee, in accordance with

paragrapih 5 of section II of the resolution aPoye: CANADA, CHILE, DEMARK,

EGYPT, FRANCE, GHANA, INDIA, JAPAN, MEXICO, the NETHERLANDS, PAKISTAN, PERU,

the UNION OF SOVIET SOCIALIST REPUBLICS, the UNITED KINGDOM OF GREAT BRITAIN AND

NORTHERN IRELAND, THE UNITED STATES OF AMERICA and YUGOSLAVIA.



February 19, 1958

Mr. Philippe de Seynes
Under-Secretary for EFconomic

and Social Affairs
United Nations
New York 17, N.Y.

Dfear Mr. de Seynes:

I aFn replying to your letter of February 1I (EC 132/221 (2)),
enclosing drafts of papers on the administrative and operational
machinery and on the fields of assistance and types of' projects
of the Special Fund. You say that the e papers will be incor-
porated in a mtemorandum to be circulated to governnents soon, and
you ask that I srnd you promptly any further comaients we my have.

Such few additional comments as we have, relating to the
first part of the working paper, are attached; like those sent
with mr February 7 letter, they reflect staff views and should
not be taken as the formal and final views of the Bank. We are
pleased that our earlier su- a-tions proved useful and acceptable.

Sincerely yours,

Davidson Sommers
Vice-President

SB/ga



C0O'FNTS P TIVl iBR ARY 14, 1958 DRAFT OF THr
FIRST PAPf -F TH tFK!TG PAP T- T 'PPC7AL FUND

1. In paragraph 5(c), or page 3, we uggest that the last clause
read "the Fund would not normally provide such assistance, except
possibly to meet particular needs" etc. The word "possibly" has been
added.

2. In the second line of paragraph 5(d), on page 3, we sug-est
changing "the Special Fund activities would naturally include" to "the
Special Fund activities might expected to include". We also suest
deletion of the word "apprecia le" in the next line, so that the text
would read "a number of nroj4cts".

3. In paragraph 13, on page 6, it appears that the word "that" has
been omitted following the word "perspective*.

h. In paragraph 14, on pare 6, the end of the last sentence refers to
the possibility of' some prjctr being properly and conveniently handled
by the United Na4tins while ohere might be handled by the specialized
agencies. There is no refe-enc to the possibility that the Fund itself
might assume responsiblite or execution f some projects, presumably
by contracting with private ar-anizations or individuals, in special
cases where, for one reason or another, this course seems more appropriate
than requesting the United Nations or one of the specialized ag encies to
undertake their administration. Sinc, as we understand, it is contem-
plated that this migt in fact )e done, we su,_est that the portion of
the last sentence of 1ara raph 1 following the semicolon be revised to
read: "some of the proj cts ma most properly or conveniently be handled by
the United Uations or by one of he specialized agencies, while soe
might most appropriately be handled by the Fund itself."



UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS UNATIO NS NEWYO RK ADRESSE TELEGRAPHIQUE

I;C 1-2,221 (2) 12 ebruary 1958

DearMr. ommrs,

.Iake pleasure in sending you the enclosed d rts of the papers
oni the fields of assistance and types o ro ects and on the administrative

aopeatinal machinery of the pecial vund,

I should ,ike to take this oportuni to thank you for your most
helpul connents of 7 Kebruary, all of whic e agree ith and most of
which have been incorporated in t text. J Should like to thank you
also for the close and informal collaboration xtend b ou ani your
colleagues in this preparatory work.

These papers ill be incorporated in a orand um to be submitted
to tile -reparatory CommiLtee as requested by tIhe eneral Assembly i its
resClution 1219 ( II).

This memorum should be circulited to goverre soon, and i
would therefore be appreciated greatly if any futh co:mnts -t
wish to make on these drafts could be transmitted to us dur tnc th co i g
week.

1ours sincerely,

ie de enes
unerSecretary for conomic

and ocial ..fi .]rs

yr. u. Sommers,
vicc resident and Ga. a ounsel,

n Bank fo r cnstruction
nc. Dvelom'cent,

1812 H Str eet N.W.,



-g (T & 9 -i

4

s

#1-

s

s

e .,



s. -.-

---- - - -

-i- - -. -1- -- --- -

- - < - .c . - - -



.. 3- -



A a - - - -~



pojects may cme after, earIier Bank investiga on or act ivitie

t withy



s

. ... . .. . ... - - . .- t :ee. 4.4--r. !x - -- - - - -. -

.::- . e 4 -. r :.- .. . -- -. . - -.- , - . -- - -.: -: - --. s.-. -- - . .. -. .: .1 - - -

-. s . - ..- - - . -.

s 4. . .. .s .... . - -. - . :.s.. . .- :. . - :-;- . -- s . - - -A -
- - x.

-. - - - ? . . .- . - -' - - - A.. - -- - -- -- - - 3.- .. - -
- - s - - - .- - x - - -- -

- -- - : - - :. - ---. ., , ---.-.- --- - -

- . - s .r . -.. -

-- .- : - :i. .. . --- :.s . -.

-- - .--.- - - - - - - - - - - - - --- r- - . , - --- .. - - - - *

- s . . . . . - - - - . . - -- .. . . s.
s. - . - - - - - - . - , . - - - - - - - . . -r. - - -.- .

- - s - - - - - - - -. - - - -

4. - - - - -

. -- - -.- -- -- --3 -- -s . s . .- . . ...- . -- - . - - - . - . - : - - . - - - s - .. - - - -.

- - - - - - - .s - - - -:- - - - -- - - -
- - .. . . . . -- -. -s . . . s . . - - .. -- -.

- - s -- - . - - - -- - - -

- - s - - .. r. - - - - . - -

.. .s

- -. , s -.. s. - s --.- - .-- - . - -. s. .: . - - - . -. - - -- - - -. . . 2.s - .. ..

- - . x .- s . -. . . . : ,- :: -. . . .- -- ' - - .. . . - . . . .. . e. x .:,---. N.. --

- - - 742 s. . . --.. - . - s . - - - - J .
-. :- - - -.. s.--. - .. : .: . .- - - - :-.s. :": ;-e. -. :. . . . , - . . . - ^. - -x - -



1UVy rlt~ (O Sh 600mN "<rlreo mK Ilde h luid

p- M e &-- || m y n

a 11 d noS OL(0L az a'U' nUn'UA3glaEsaD e~Sarinmn

CaSS,60C~~ier30Ua and ' O~gahc atE " ii~ll UJ'KA32in On

the uilizaion.o'resorces

Certin O~hitge G~ SkilS ng O EXir~ 50MOO !WSimo N''<h M~

1988010andBOTSe 6£67» USGC~l~pst0 SU7 7U YiO and U1

ma al O A 7"'tall' 'iTUTg theestl G!TD. O 'rinn and
2 

resear

13c It is in this popctv the yp : f prject "Ke been lite in~y:

~ ; :: j~ ui~; ''<'> ~2~ 7 U"'~ ~ ~ 7'0'c. "JuiZe cY 0~'"







- 3 -

- - - - - - - -. !-. . .7 s - . - .1 . . - - . - - - - - - - - -

. -. . . - - - - -:.s -. . s . s- - - - - - - - - - - -- - -

.. - - - - . - - .s , . - . .- . .- . . . s - - - -

s -s -

- . . , .. - . . . ... . - - s . . - . - - - - -

- : -: s . . e. .-

- - - -. . s- -. . . - - - . - . . . . .,

.-- -. - - . . -s e . . .. - . ,.. ... .. -. . . . . - - . - s.4 . . . -. - s --

- - . -. . . .. -. .-- s : . - - : - -- - -- . . - . . - . -. . s -

, s . .,. . . - - - -

- - - - - - - . s -

... . .z. . . ,: 1 . - -

:. . . .. . - . s . -

- - - - - - - - s . s - 7 . .. - . . - . . . ...

s















2

ebrar 7, 1

. ' I to d
locatar allaira

Lae.idNtGl

cc: ,. deMuyms '
memoandu en dmnitrativ and Onratioal ahner
o sia emd" de ewa 2, 2% I vis

it tVE i i h es a enOniy £0te

cce Ali. ruoC1"s3 s ga ags tl



COMNTS O DRFT SECRFTARNEALS M RASMDFNU

1N "ADMIfNISTRATIVE AND OPEATI:NAL MACIIINERY OF

THE SPECIAL FUND," DATED JANUARY 21, 1958.

For convenience, the following cowents are set forth in the order
of the paragraphs of the -emorandua to which they relate.

1. The first coment has to do with the language purportir4 to
assign responsibility for ormulation of basio policy. Paragraph II of
the at'nnex to Ih 11 ral sably resolution establisiinrr the Special
Flund declares that the Fund shall be administered by a chief executive
officer under polic. established b an executive body in acordance
with such rules and rinaiples as m.ay be laid down by the Gerral
Assembly and the c ntitic and social Gouncil." "resuably the draft
memorandua is intended n c; to give ffect to this airective. wowever,
it smsto a that tIat intention has not been expressed rg Iearly,
and that some rewriti oule uesirable. The first sentence of
paragraoh 7, on pae 3, a pears to assign to both the Lxonomic and Social
Council and we ineral 1,senly i responsibility for the oriulation
of basic policy directives, d l the secorn sentence U! that paragraph
seeIs to entrust the task to the Ucontomic and Social iouncil alone.
Neither woilk be consistent with the lanuaLe of he Annex quoted above.
At the same time, paragraph 1,5 on pag.e deciare it to be a function of
the Executiv ard to "Yo ralate vole ; pro Oeals for conaideration by
the conomic an eial Go ncil." nly narajra on page b app.ears to
comnly with t"e directive of the aInx, in r errint to "olicias estab-
lisehed by the Acecutive hoard . . . in accordane with such principles as
may be lad cown the conomic md unci a nil and by the Genral
Assembly."

We feel very strongly that the Special aund should have the
greatest possible iO 'endence of ine 4 onomic andI Social council and the
General Asseubly consietent wit, e rovisions of the Annex to the
eneral Assembly resolution. oe woulc hopo that w atever orinciples are

laid down by the aconomio and Social Gouncil anm the General AsseAbly
would be broadly stated, ano that the policy airectives established by
the Executive board woul leave considerable initiative and freedom of
operation to the chief executive of cer. t think that the Secretary-
Generals mmorandum ought to ive a ore positive expression to
this relat Loni etween t Tnd nd th Uited ations orans. In
this connecti on, consideration migh be give to referrik4 to the exean-
tive board as i ,.overnin board ar to the cbiif executive officer as
the "managing cirector" or "exacetive director", as being rtore descrip-
tive of their respective responsibilities.

2. We agree with the proposal that the Ixecutive -board of the
Fund consist of no rwore than Ih members and w seriously question the ad-
visability of offering at the outset the alternative of a larger Board,



as isdone by paragraphs 1 4 ard 17on page5. ie ast that these para-
grapihs be omitteid from the -iecretary-G,eneral's initial memorandum. S1hould a
number of govenment, in commenting on the -emorandum, propose that the
proposed Board membership be enlarged, the suggestion for merging in a
single board executive responsibility for both the Special Fiu and ET-AP
might then be advanoed, with the correlative suggestion for a proram com-
mittee or a committee of experts. In this connection, we would urge that
any such board not be set up as a subordinate body of the ECOC, as the
Technical Assistane Committes is. Only if the Board has the iraepe
contemplated e the asent drat crooosal vil the nrovisions for repre-
sentation on tte c," e both industrialized ao less developed countries
and for a ea sifie vrr' te serve their intendd pupose.

3. 'arara ' noi "s that the Roard 3hall "de'ctde or' projecte
subitted to it b, t & r -xectiv offioer: similarly, ,ara'ap 28
calls for a 13eiior y the :oard, e a est sbstit tIor. t, Germ
"apnrove".

L.-e aree tb i te stamte~nt in paragranh le tiat continuious
sessions of tc Feard are not necessary. n practier it wp ht
somaething 'o-I t n or r ein 1 : . 51 g
we think thut all th, can e sac that te no-aibiLIt aoie .'equent
meetiis moula : nte eca

whose membru iwol inal de ' e ecutive ff±e, boat "untion
it would' be i'o advise te l ::r ~n oc I rtrei dn of 'i 7 4 rorm
(We assure t! t t. ~cxcett off :er Wasi¶/ taaetant1 ordI tei Jr .t~e
decrirt>on of +' tittee in~ pa a 1. ., V nl re cj 1..1 tha this
prorn~a t te~ fer I be enc2vm mitte re 'rt~ se ThectLun Aeter Pne
reoitent e 'li. r .ld :e a onal amoier of te nnittee established
to advise hir . oe 1al, on tL- other band, he no bjection to the

essentive of"Inr 'MIn~ present at tne de Liberations of t. :-viory cm
mittee, er '"rt~e t Mnt irn esttee uisoussions without votiA~.

6. ;E hm two point to ae concerning paragraphs 20 and 27.
Parasraph 2! seeim be contemplate ti at the Fund ' own staff .- ll aC purelyr
admnistrative a 1h t erojecs wall ue erinaised b~ ad cairrie& ou t by
the sneetaU.i ev Pelcs el vely~2. .hil we agree that tlt s >cializ.ed
agencie ?iy tinarv cantenc e- s cosle n her2.lia
advice eu.t w ;a ld ho h t the aux tule itself h.' Ea::ill
technica et f ca"dic ol -na in. nrojoets anc ,rogruw. secoradly,
paragraph N. 'es to a a e il2ie~ orace a nd the nited
Nations t he e I:.ive s aia f>.r the evalmatior. and execution of pro-
jects - ' 0 ray.e. e not taiii< tais is re aired or contesmpated by
the terms or th neoneral -a bly resolutiorn, which merely provides that ry-
lisnos shall be placed Ras far as possible" upon the services of the United
Nations and the soecialised agencies. The ,enorandua y e 11 iet precida
the possibility that~ the Uniteci Nations or the snecialized gencics mit
find it des irable to 8samontract projects to firms and organizations with
particular competence in a given fieM, or that the Fund itself ric~ht wish
to ak such contractual arrangemnts in appropriate Cases.
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UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS • UNATIONS NEWYORK - ADRESSE TELEGRAPHIQUE

EC 132/221(2) 5 February 1958

Dear Mr. Lipkowitz,

Thank you very much indeed for the suggestions for projects which might
be financed by the Special Fund. This is most useful to us in the drafting
of our paper for the Council. Wle have been a few days longer in drafting
this paper than anticipated but I hope that a more or less complete draft
will be ready early next week when copies will be sent to M4r. Lopez-Herrarte,
on which I would be most grateful to receive any comments the Bank would care

to make.

Again many thanks for the most helpful suggestions which you made both
when you were in New York and in the paper which you so kindly prepared.

Yours sincerely,

Philippe de Seynes
Under-Secretary for

Economic and Social Affairs

Mr. Samuel Lipkowitz
International Bank for Reconstruction and Development
1818 H Street, N.j.
Washington 25, D.C.
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UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS • UNATIONS NEWYORK • ADRESSE TELE5RAPHIQUE

FILE N. EC 132/221(2) 5 February 1958

Dear Enriaue,

Thank you very much for your letter of 22 January attaching
suggestions as to the kind of projects which might be financed by the

New Special Fund. We are now in the process of drafting a paper on

the kind of projects to be financed by the new Special Fund and the

suggestions which you have sent us will be most helpful in the drafting
of this paper. As soon as we have a complete draft, I will send you

copies and -would be most grateful to have both your and your colleagues'

comments on it.

Yours sincerely,

Philippe de Seynes
Under-Secretary for

Economic and Social Affairs

Mr. Enrique Lopez-Herrarte
Liaison Officer
Technical Assistance and Liaison Staff

International Bank for Reconstruction and Development
1818 H Street, N.W.
Washington 25, D.C.
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DECL AS$1IED

COPY MAR 112025

WBG ARCHIVES Teheran, ,an

(and Friday, Jan. 31)

Dear Enrique -

Thank you for your letter of January 24, telling me about Mr. Black's

talk with the S.G. I must say that the S.G.'s suggestion surprised me; in

view of his apparent reluctance to keep K. on as TAA Director General, I

wonder why he wants him in the new post. Perhaps it was conceived as a way

of bringing about the TAA/Fconomic Department merger. In any event, I agree

with you that it is entirely too premature to be selecting candidates for

the executive directorship of a fund which does not yet exist and the shape

of which is still pretty unclear.

I read with interest - but not great enthusiasm - the U.N. paper on

"Administrative and Operational Machinery of the Special Fund." Here are my

comments, which I hope will arrive in time to be of use:

(1) I think the Fund has been given far too much inter-governmental

supervision, and specifically that ECOSOC and the General Assembly play too

large a role. To have the administration of the Fund controlled by an

Executive Board is certainly right - and in fact that Executive Board, like

our F.D.s, should probably meet at least once a month, not just two or three

times a year, as the paper contemplates. The Board should act like the Board

of Directors of a corporation, meeting for a few hours to pass on the chief

executive officer's proposals; those proposals should not have to be kept in

abeyance for two or three months pending a meeting of the Board. On the

other hand, I believe that the Board should not be subject to policy "direc-

tives" of ECOSOC (Memo, p.3), nor to having its operations reviewed by both

ECOSOC and the General Assembly. Couldn't the Fund be set up, in relation to

ECOSOC and the G.A., as though it were a specialized agency - with the

Executive Board determining policy, ECOSOC reviewing annually as in the case

of the Bank, and the General Assembly limited to the functions set forth in

para. 9? This may create legal problems for the U.N., and certainly vio-

lates precedent, but it seems to me essential if the director of the Fund is

not to spend an inordinate amount of his time discussing (rather than formu-

lating and carrying out) his program. The case of David Owen is very much

in point.

(2) In connection with what I have already written, I shudder at the

proposal in para. 14 that the Executive Board of the Fund should assume the
functions of TAC. That would import a good deal of bad precedent. Perhaps

a better way of accomplishing the objective is to suggest a fairly thorough

revision of the machinery for reviewing the ETAP program - in which event

having a single Board in charge of the Fund and ETAP would make sense.

(3) A minor point in para. 15: The Board should "approve", or "pass

on" projects submitted by the director, not "decide on" them. The same

thing applies to para. 28. Incidentally, why not call the 'thief executive

officer" something connoting real leadership - "general manager" or "execu-

tive director"?
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(4) Para. 17 perhaps makes sense if the Board is to meet only 2 or 3
times a year - but it makes the administrative machinery awfully top-heavy.
I think the Bank should take a strong position in favor of a Board of not
more than 114 or 16, meeting at monthly intervals, and without any suggestion
of any committees.

(5) Para. 21: shouldn't the director of the Fund also attend ACC?

(6) Para. 23: I don't think the director should be a member of the

Joint Advisory Committee; he can't very well advise himself'

(7) My major difficulty with the paper concerns paras. 25 and 27.

The picture I get from what is there written is of a staff of administrative

people, experienced in paper work and in servicing governmental representa-

tives, handling the Fund on the basis of work done by, and the knowledge and

experience of, the Specialized Agencies. This is highly reminiscent of TAB.
It is not what I would have thought desirable here, where considerably
more executive initiative and management are needed. The specialized

agencies should. certainly be consulted and their technical opinions sought -
but I believe the staff of the Fund should consist of highly qualified

development generalists who are capable of evaluating projects on general

policy grounds, of formulating new and constructive programs themselves, and

of giving the Fund the kind of direction and leadership that the Bank has.

I cannot believe that the Fund will operate properly if its director and
staff must rely as extensively and as exclusively on the specialized agen-
cies as the draft seems to imply.

(8) In connection with this last point, para. 27 contemplates that

the Fund would have to rely on the U.N. or the specialized agencies for the

evaluation of projects. I think this is clearly wrong; in some cases, per-

haps the view of an engineering firm, or of a group of educators (outside

UNESCO), should be sought; in others, perhaps there has already been a

thorough survey by some such agency as the U.S. Bureau of Reclamation. In
other words, the views of the specialized agency concerned should always be

sought, but not exclusively nor conclusively. Similarly, (c) of that

para. seems to contemplate that every project must be carried out by the

U.N. or a specialized agency. But certainly in some cases the Fund may
want to make a contract directly with Coverdale & Colpitts, for example -
or if it wants to set up a new university in Africa, it may wish to deal
with the University of Manchester and not with UNESCO. I believe the Fund
would be hamstrung if it were confined as paragraph 27 contemplates. (And
then perhaps Keenleyside would be quite a competent director.)

This is written in haste and without thought for composition or co-

herence. But in edited form (you may want to enlist Shirely's help), you
may wish to circulate these views to Dave, ERB and others.

My best to you - I hope to see you not too long after this arrives.

/s/ Dick /l5emuth7
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Shirley, in a letter, advised that Dave had raised some question about para. 20
concerning appointment of the director. I think that para. is O.K. as drafted
- if we asked for a legal veto on the S.G.'s nomination, I think we would be
turned down by the Preparatory Committee, and I don't believe it to be neces-
sary in view of the relationships which presently exist. Perhaps Black and the
S.C. should agree on a candidate in fact before we are irrevocably committed
to the Advisory Committee - but it should be, in my view, on a de facto, not a
de jure basis.
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January 22, 1958

M. Philippe de Seynes
Under-Jecreftary
Departenoft o conomic and

aci~al AWfair8
Unitd u
Now 'fork 17, N. '.

Dear P) ilippe:

ittched, in accordance with your rquest, are some
suggestions as to the b:n.s of projects hich; eat be financed
by tie nou Special unu.

ta c cicri' nidt lo sugest, we have ha in mind Lhat
the und is intended to . :nance so-called "pre-investienta proj-
oCts. .. i ve c-n",ra ,.atltei caeor l pjcs
which are zt like 4 to )e financed by private capital and which,
sircZ c do nlot contritt iroc~l to Jnf 42 productive
capacity, are not norail fnanced by this banx, but which never-
thele s could be pecdeQ to fac1iitate new capital investment by
creating coneitions which would make sa.ich investment feasible or
tore cifectiv. u2 coure, only in the c: ntext of a concrete
proposal can it be aeterained vnietacr a 'ar ticular project is
.ikely to iaduce or Cacil.iate new investm-ent. Some aerial sur-
veys, -or exanple, while providing data. on which to base town
planning, taxation schemes and. being Del l in establishing and
pe-rfecting land titles, all of undoubted value to the process of
economic devoment, i t nevertn less not be inlediately con-
ducive to new investment. other such surveys aighIt be designed to
provido iaoraion as to new locations of nineral deposits in com-
mercialy exploitable quantir, or as to possible sites for new
dams; these :it be expected to lead ,rore directl; to new invest-
ment. The enclosed list, therefore, is not intended to su est
that arrv and all proposals for aerial surveys, for example, should
be financed by the Fund; we have in mind only that this is a kind
of activity which might well be financed by the Special Fund, pro-
vided that in any given case a project satisfied the stated
criteria or ary others which may be adopted by the Fund.
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I should also add that the list is far from exhaustive, either
as to broad categories or possible projects within a cate.or. Tt
is intended to be illustrative only. Moreover, since by definition
the kinds of projects which thc Fund would finance are not eligible
for 3ank finacing, our experience in this field is somehat limited.

I hope, nevertheless, that these sg-estions will be of some
asistance to jou. e hall of ccire b lad to Ave you coents
on your draft paper .en it is completed, and perhaps at that time
vre shall be able to suggest additional projects.

Sincerely yours,

Enrique toez-H{errarte
Liai3o. (Of.icer

Tchnical A! is t;)nce and La ison Staff

Attach,

2:U--:"-

ce: r Aldoerel



A. lAND-USE AND SOIL STRRE

In many of the underdeveloped co-xvtries, agricultural development is
hampered by the inadequacy of information about, and faulty evaluation of, the
unutilised agrioultiral potentialities. Nere land-use and soil surveys are
called for, to inventory and classify available land, to determine how it may
most effectively be used and what must be done to make it productive. To
realise the greatest benefit from the surveys, their results must be related
to research on and experimentation with particular crops and methods of culti-
vation, engineering and cther technical aspects of irrigation and drainage re-
quirements, and to economic st-:dies of mark~eting possibilitiee and of the
relative costs and benefits of alternative land uses,

1. Aerial surveys

Aerial :icrves hotograing ay servc a variety of related
objectives: the deterrination :r claacification of areas still available for
cultivation; the nrovisiion of t o aphic data for particular irrigation pro-
jects; the location of dar site; the dkc1litation an assessment of forest
areas. Aerial mrmys for r other £f thee purpose have been recom-
mended by Fed survey mi.icr , to <ia, Malaya, Juaica and Surinz. They
may serve suoi othcr muro ' novic.ing tonograthical data for general
mapping; serving as a basis for tn planning: providing data for the location
of roads; and eabling the classification of lands for tax pur-poses.

2. Soil surveys

Followrin, upon t classification of land into broad types,
based upon aerial rhotoc hy, --ork ca be done on the ground to cter-ine how
land already under cu'ltivation c bctter be emoloyed and how best to tilize
unocc id lanr 8rv s . is cr otr aave been recommended for Syria
and Malaya.

B. Y Ail'I, A.idRGAIO

Projects i. t- s category are lo ly relata to surveys of land-use
and soils. Their coot aspect;; are freguetly overlooked or minimized through
the pressure of various national policies, and projects are launched after
only approximate financial araly s'is, and on the basis of inad'ecuate informa-
tion on soils, rainfall or stream flow to permit an accurate appraisal of the
net benefits in relatio' to co.1ts. e dais mission to Zyria found that
data on areas which might be irri ated by proposed projects, and on the
quality of soils of the land to be irrigated, were unavailable. Misdirection
of investment can be avoided by careful and comprehensive preliminary studies
of the technical, engineering and cost aspects of projected drainage and irri-
gation projects. These studies, and particularly the compilation of the basic
data which is a prerequisite for th-se stu-dies, would sce aporopriate for
Fund financing.
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C. M-1wLERI

In the mineral field, the goverrmnt's task is to encourage the orderly do-
velopment of resources and to create conditions which will attract private capital
for their development. Information as to the extent of the mineral resources and
the feasibility of their exploitation is essential for orderly development, calling
for geological surveys and mapping, exploration and prospecting.

1. Surveya

a. Aerial surveys are frequently the most practical method of de-
termining areas likely to warrant further investigation, either by establishing
the probable existence of new minerals or by revealing the location and extent of
deposits of minerals known to exist. Surveys for this purpose have been recom-
mended by Bank survey missions to Malaya, Surinam and Nigeria.

b. Where, on the basis of aerial surveys or other investigations,
the prospects for comeroial mineral finds seem reasonably good in a particular
area, a geological survey could further narrow the areas to be developed. Such a
survey has been recommended for Jordan.

2. Exploration

Following upon aerial and ground surveys, exploration (essentially
experimental drilling and testing) ought to be done in areas indicated by the sur-
veys. It is not known whether, on policy grounds, the Fund would be prepared to
finance this type of activity. If it did, it would seem that in any case it
should not finance exploration for any minerals with an export market, such as oil,
non-ferrous ores and iron: private capital, frequently foreign, has been readily
available for this purpose. Nor would Fund financing seem called for in explora-
tion for metals and minerals, such as graphite and mica, which are frequently found
in small but rich ore bodies in shallow deposits accessible through non-mechanical
operations: local private capital is often available for this purpose, since the
investment required is relatively small. The only field of exploration in which it
would appear that there was any ground for Fund interest is that of minerals char-
acterised by low unit value and high bulk, for example, limestone or gravel, or
solid fuels whose principal market is domestic. Foreign private capital is rarely
interested in exploration for this kind of mineral and local canital is often timid
for a variety of reasons. But even here, the practical problems of finding compe-
tent mining engineers to select sites for drilling and testing on the basis of the
surveys, and personnel to supervise the field work, as well as the relative urgency
of other demands on Fund resources, should be carefully weighed before an explora-
tion project is aporoved.

D. FORESTRY

1. Forest inventor

Information on the timber stand, the topography and the location of
the various wood species is essential to rational development of logging activi-
ties. The need for such an inventory was noted by the Bank survey missions to
Surinam and British Guiana.
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2. Forest products research

In some countries, of which Malaya is a notable example, the
forest area is large but the low average quality and the difficulty of access
has meant that only a small part is oommercially exploited. Research direc-
ted at finding additional cosmmrcial uses for forestry products and at
determining the nossibilities for more extensive propagation of the commer-
cially useful tidoer varieties woud seem appronriate for Fund financing.

a. Improved utilization of hardwoods

In a number of African (Ghana, Nigeria) and Latin American
(Surinam) countries itilisation of tropical 1-rdwool has been largely -,on-
fined to a few species, suitable principally for lor s for frrniture and tim-
ber. Many snecies are not t t 11. Tecal and uzonn.c t dios riht
be uncertagen to determine the notntial of the nresently unct t anCi abundant
SpeOies fo jsezes such as nuilp an bo rd (iclij i 'lywood and iberbocara).
These studies rould inld de realistic eitate. of mi 4ng an. other nroces-
sing yields from ;ardvoo( tree -o that t ronatle rocuction cots t .1 )ar-
ticular prodntlcs ay be es t.iated. Such rtucies 9hoia help to establish the
range of orices withi, u c r n ction a L over anc aoere ro tropi-
cal hardwoods wuldl be namnet Ath.

b. Utiliz&ation of wood waste

Pch wood waste i now used as fuel and t.he substitution of
liquid (or solid) fuels i- ofter inhiibited b-- taxes or import duties. Where
this ir the case, it mi ht be desirable to analze t e economicz of 1sinr
wood waste in the manufacture of pulp, board, etc.

3. Silviculture and forest anagement research

T cs ctivity is essential to continued forest productivity.
Bank survey ,isri.os -oted te neo for it -1 irn an d 1ritish (,iana.

L Forent regeneration

p rest re-er t - rccan e. ey inC survey missions
to British Guiana and Malaya. Studies of the economics of regeneration pro-
grams in parti cular arean can -rovid a hash for -asuring the benefits of
such programs atainst their costs, from a national economic standpoint; these
studies might ao r ately e 4nance/ t md.

ix. iI LS

In qomr coantries, e.:., 'laya, ti fishories are an important con-
tributor to the local diet anr to caployment. 1n sone Latin Amec.rican coun-
tries, the potedit 1 'or inland fish culture is considerable and virtually
unrealized. The pund might finance such projects as:
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1. Surveys of fishing grounds

These surveys can provide data on productive capacity and breed-

ing habits, on which can be based goverrmental measures to improve the output
of the fisheries.

2. Research and experimentation

It is assumed that basic research in the field of fisheries will
be undertaken by existing technical programs. However, the Fund might appropri-
ately finance research and experimentation methods and economics of preservation
and processing and transportation and distribution techniques. Demonstration
projects or schools to teach latest techniques might also be financed. A
fisheries research and demonstration unit was recomended by the Bank survey
mission to Nigeria.

3. Experimental inland fish culture

F. RESEARCH ANT EXTF1SION SERVICES

1. Agricultural

a. Depending upon the country involved, there is scope for
studies of crop diversification; improvement of yields of the principal export
crops; crop rotation; plant disease; technical and economic problems of mecha-
nized farming; breeding of beef and dairy cattle for local conditions; fish
culture; farm management; methods of pest control; processing of agricultural
products; use of fertilizers; storage; soil conservation; seed selection; seed
propagation. As has been noted in connection with other possible projects,
projects in this category, to be eligible for Fund financing, should appear to
have some satisfactorily imediate likelihood of leading to new capital invest-
ment. Some of the research activities, particularly those related to crops
with an export market, might well be conducted on a regional, rather than a
country, basis.

b. The Fund might finance and assist in the staffing of imple-
ment centers, which would devise more effective tools and equipment for the
small farmer, provide field tests of equipment and arrange for commercial manu-
facture. Such a project was endorsed by the Bank survey mission to Syria.

2. Industrial

a. The Fund might finance and assist in the staffing of indus-
trial research centers, which would investigate the technological and soonamic
aspects of possible new industries, concentrating on those rmost likely to prove
profitable and useful to the economy. They might consider the processing and
industrial uses of locally available materials; the testing and standardization
of products; the utilization of by-products; and the appraisal of costs and
potential market outlets, for proposed new industries.
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b. The Fund might finance and aaist in the staffing of build-
ing research stations to develop cheap and durable methods of construction,
using local materials. Such a project was recomiended by the 1anik survey mis-
sion to Syria.
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OFFICE MEMORANDUM
TO: Mr. S. Aldewereld DATE: January 20, 1958

FROM: Samuel Lipkowitz

SUBJECT: U.N. Special Fund

Attached is a draft of a suggested memo to the U.N. Lepartment of
Economic and Social Affairs re the types of mineral projects which night
be undertaken by the Special Fund,

I am also preparing a separate memorandum on projects in the forestry
field, which should be ready tomorrow. Both memos were requested by the
U1\.1

I would like to discuss this with you at your earliest convenience,
so as to expedite its dispatch.



The following comments are p redicated on the premise that the Fund should

undertake Projects only if:

1) Tere is no reasonable likelihood that private capital will undertake the

work in the expectation of private gain;

2) As a result of the project there is a reasonable orobability that further

expenditure will prove warranted from the stand point of the national economy,

e.g. that the benefits woald stand favorable comparison with the costs.

A, In the field of minerals, aerial surveys are one type of pre-production activity,

which appear likely to offer possible useful results in connection with possible

fiture investment. Such aerial surveys properly conducted, should provide informa-

tion on areas or regions w!hich would w-arrant further investigation. The maps

resulting from such surveys should also provide useful information in other con-

nections, such as topography for nighways, possibilities for cultivable lands etc.

Such aerial surveys :ave for instance been reconmended by the Bank in the case of

Ethiopia.

t. Where as a result of aerial surveys or other means, there seem to be reasonably

good long-range prospects for comimercial mineral finds in particular areas, a

national geological survey, properly staffed and equippE d, could make invest-Ligations

o furter narrow down the areas which offer the best potential possible future

investment. Such a program was recommended for Jordan by a Bank survey mission.

C. Mineral exploration may, in some cases, be an appropriate further stage in a

pre-production program financed by the Fund, The type of exploration program, the

purposes to be served by it and the possible availability of private capital

(domestic or foreign) for such purposes must be judged on a case by case basis,

Some of the possibilities are outlined below:

1) In the case of low unit-value, high bulk material e.g. building naterials

such as limestone, gravel, etc, or soli6 fuels 4 whose market potential

would ordinarily be greatest for local use, tha-tredenad private

capital is rarely interested and local capital may be timid for a variety

of e sons. eog. a high ratio of capital to output, lack of adequate transport
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facilities, etc/

2) Metals or minerals, whose market potential lies largelyi in the export

field, might be attractive to foreign private investors. Examples woulo be

oil, non-ferrous ores and iron. Where the value per ton of ore is low and

transort costs are significant, the economies of scale loom very large,

the reqIired investment would be sizeable. In such cases, private capital is

accustomed to making large exploration expenditures, cognizant of the risk

that onl a small minority of such ventures evolve into large scale in-

vestments. Tax deductions for such expenditure, where permitted, are a

powerful incentive for such risk-taking.

3) Some mietals and minerals are frequently found in numerous small separate,

risk ore-bodies, whici require only relatively small capital investment,

because the deposits are shallow and frequently do not lend themselves

readily to mechanized o peration. The discovery of evidence of such mineral

belts by trenching or other techniques ccId be a powerful inducement to

private investment, local or foreign . iho availability of local private

capital is a key q estion in such cases.

From the foregoing it is evident that the validity of any a priori judgments

on the degree or type of mineral exploration projects to be undertaken by the F'und

ill depend on factors differing, from country to country and time to time. It
may well be that other aspects of the problem, such as the overnmental attitude

on incentives to and restritoions on foreign private investors uoulc assume

major sig;nificance.



Mr. Black January 2, 1958

lchard fl. Dewth

U.N. Snoial Fund - Discussion with Mr. de Sns

T had a two-hour talk with Mr. de ' eyns on 'onday, Deceabor 30,
about the U.!-. Snecial Fund.

o. Synes informe-d me that the 'reparatory Cmittee which
is to (raw up detailAd planr for the Sneaial Fundl will iwet in iew Tork
on March 11. (He said that its deliberations might take as much as
three months I) In preparation for the Cosnittee's meeting, the U..
Secretariat is planning to submit two papers to be coMleted by
February 20. The first parer would divscus the tynes of activities
which the Snecial Fund might be authorised to undertake and also vari-
OUS methods by whion those activities might be caried out. The feoond
paper wouvld dtsous the strut re and organization of the Special Fund.

Hr. d!e Seynes said that he wanted our help in connection with
the first paper on fields of activity, nwrtiul-arly in connetion with
possible md activities in the fields of resource development and
technioogical institutes. I agreed that, subject to the anproval of
the would s.tnit a memrandun to Mr. de eyres giving
our ideas on these matters. With the concurrence of Mesrs. liff,
Knapp and morers, this assigsii nt is beinv accepted and the work is
being uwertaken by Mr. iinkowitz and Mrs. loskey.

n e question of organization and strct re, Mr. de Seynes
asked -for ,statement of the PanktS view. I replied that we had no
fixed view exept that our general attitude was on of affirmative 0o-

operatio n w' that, if the rund wre set up in a way that we regarded
as workable, we woulb be gilad to do what we could to assist in its
operat.ion. ,ai that we would welcow bearing Mr. de Seynes' think-
ing on this subject.

Mr. do Seyns responded that in his view the 13a should play a
considerable role in the operation of the Fund, both because of the
contribution which the Bank could ma-ke to the Fund in its present pos-
ture ad also because of what he considered the probability that the
Furd woulV develop into a financing institution. ie said that he be-
lieved that many governmnts were alro desirous of having the Bank

participate, the dowr countries because they considered that such par-
ticipation would assure effective operation of the Fund, and the under-
developed countries because they wished to have the Fund appear as mch

as possible in the guise of a financing rather than of a technical
assistance operation.

He rd4 that he was attracted by the idea of having a top-polic
Joint Comqttee consisting of the U.N. Secretary-General, the President

of the -:anc, and the Director of the Fund. Ho pointed out that the
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reation of Ach a Joint Oownittee had been recom eed in the so-called
"Scheyven Report" on SU'1) and he thouht that this might facilitate its ac-

Oeptance in ti case of the nw Special Fund. V had some disussion as to
whether it would be desirable to ad the ' ecutive Chairnan of the Technical
Assistance -oard to any such Joint Comvittee and agreed that this -miht be a
good idea, first, bsecaue the Spoial FInd wa designed to have a close onmo-
tion with the technical hsitance program, and second, beautfse the membership
of the TAB aeetiv h ra:1;t be considered a Oirin the other sreaial-
ised agencies reeenttat- on t ' Jirt %w iittee ed thu nrovide at least
a partial nsrx to the clalms of such ?ecies for inxdividual bership on
the Cote

'Ir. de ateer' Tr ved or +he nt )2 mita as having so
direct 'Ai-ition ,vr tw ''ireotor of the And and :ggested
that it Ah M;e , A rte a pass on deisions of the
Director, r ide~e toe~t ar position whii aight
irrrolv:c r-r-ewdlw n M ew

Dietrr r:r W be 1i.itated
if t. t %n vo .. M 3 kW sory to te Tretor, with
the 11reetr ;e 'mr *am U tn to the 0otive Board

ofte b ;. '.iy u

concept a e t lt iI 7i l r .d
Sea sa~d ed Me c - i ot the 'reor

on the r - '*

Secr r roottee.

Hle adedt '.,c . sident of

the Bawnk n 1 n ton e , i coact r, i' is

initerestir.. a. not m.-/at nj etor be

appointod y it r 'o -~~~t~ .

r *m a. ao. -. cd be

kept sa af* at ' r of most
of itz - r Ci.a • aid bt he

th~o~ht iU L .ai urtat aof .>rojects for
the pecia n .a oe bais. I repli~e that . tho at 4 would

probabg be accep~table T us, i but that we le not wish to be hWarged with

repoiity for cryin, out any pcifi t'es of project : wold wish

decision to a cd by -t gren t: eac 2 m1-' t

Mr. ' eyn said that hethotgh~tt U ta lo a tl1 *the!Ban
could lend fe techniin froi its staff to sere at rIt of th taff of

the Special di, D 3 o ation
wouck be acceptalue, asuuning that the ger-ral 5in attre of th nd were
eatisfactor- ~oitd out, however, -t -A!ftt :cr rr
occupiet Vnt i ploc it ight be C icit .'w td : to ie

available the calire of technical xdch th peCid w odd need.



r. Sayns remared that, uier the resoltion adiopted by th Ceral
Assembly, etach of the specialised aws invited to ubmit its views on
both the organization and structure and the field of activities of ti Special
Fund to the Prenaratory Coittee. He inqUred whether we had given any
thought to a UDk statement of viewn. I responded that I ai quite sure that
w woVud not ish to submit a paper on our own initiative, although we might
possibly find it ewosary or desirable to o-,ent on suggestiona na! t-y

othrl. I added that . thout te ot desirable thing from orr ntawinoint
would be to ve thw Secrtary-Cnrl's n on organization a structum

submit Led it a''rn tVn the Bang ould~ sa ort without reervtion.
Mr. d4 Soymv t ait a he appreOJated thi' sition a that he wold, within
the ext two wek, prepar a pre inr-y draf, o auch a paper ar4 5ubmit it
to uz fr n & ehrodyhopethat O uldrechl
aspeoas of :hi ~oosd paner.

Mr deSew inticatea tha.t, bccus of th time factor, the prooal
for te arfeintnt of ' A. l or oone oi quialet statum to nrenare

rooendt i for i~t"earatr Cov ee o r otably o lonejer teaaible.
He agreed fully with the advaof the devio w had suggestx and would
still like to dp ' n oi )tn dflta z:otc lwnidera-.
tion woul pr1 it of this.

£tar ar tal wih J. d ~e Seo, he-r ited the State~ Partmient to
talk with dtr otscard . egortly, called Ir. Torm-"cerart to in-
dicate that M'r. Kothachit ha:so strongly errossed th vi that the 3ank
shoud b ay ct 1roix in 2. pct *ed 1~ m0 !etingith Kots0hig

toorr o id out v: about the dcvelomnt of U.. thinking on the

probem.

RH~:tf
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SecM57-177

FROM: The Secretary December 20, 1957

UNITED NATIONS SPECIAL FUND

As stated in the meeting of the Executive Directors

on December 17, 1957, there is attached for information

a copy of the compromise resolution which was unanimously

adopted by the General Assembly of the United Nations on

December 14, 1957.

Attachment

Distribution:

Executive Directors and Alternates
President
Vice Presidents
Department Heads

Sec. 57-416



Resolution Adopted by United Nations General Assembly

on December 1, 1957

The General Assembly

In conformity with the determination of the United Nations, as ex-
pressed in its Charter, to promote social progress and better standards
of life in larger freedom, and for these ends, to employ international
machinery for the promotion of the economic and social advancement of
all peoples,

Conscious of the particular needs of the less developed countries
for international aid in achieving accelerated development of their
economic and social infrastructure,

Recalling its resolutions on the establishment of an international
fund for economic development within the framework of the United Nations
and, in particular, reaffirming its unanimously adopted resolution 721A
and B (VIII) of 7 December 1953,

Noting the recommendation of the Economic and Social Council in its
resolution 662 B (XXIV),

Recognizing that the United Nations Expanded Technical Assistance
Programme is of proven effectiveness in promoting the economic develop-
ment of the less developed countries,

Recognizing, however, that neither the Expanded Technical Assistance
Programme nor other existing programmes of the United Nations or the
specialized agencies can now meet certain urgent needs which, if met,
would advance the processes of technical, economic and social development
of the less developed countries, and, in particular, would facilitate new
capital investments of all types - private and public, national and
international - by creating conditions which will make such investments
either feasible or more effective,

Convinced that a rapidly achieved enlargement in the financial re-
sources and scope of technical assistance rendered by the United Nations
and the specialized agencies to the less developed countries would con-
stitute a constructive advance in United Nations assistance and would be
of immediate significance in accelerating their economic development,

Recognizing that, while long-term pledges are desirable, some
Governments are unable to make financial commitments except with the ap-
proval of their legislatures and on an annual basis,
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A.

Commends the Ad Hoc Committee on the Question of the Establishment of
a Special United Na-tions Fund for Economic Development for the work
embodied in its final and supplementary reports prepared in accordance
with General Assembly resolutions 923 (X) of 9 December 1955 and 1030 (XI)
of 26 February 1957;

B.

1. Decides that, subject to the conditions prescribed hereunder,
there shall be established as an expansion of the existing technical

assistance and development activities of the United Nations and the spe-

cialized agencies a separate Special Fund which would provide systematic

and sustained assistance in fields essential to the integrated technical,

economic and social development of the less developed countries,

2. Decides further that, in view of the resources prospectively
available at this time, which are not likelr to exceed one hundred million

dollars annually, the operations of the Fund shall be directed towards er-

larging the scope of the United Nations programmes of technical assistaine

so as to include special projects in certain basic fields to be deflined by

the P-eparatory Committee provided for in paragraph h below, for c::arple,

intcr.sive surveys of water, mineral and potential power resources; the

establishment, including staffing and equipping, of training institutes in

public administration, statistics and technology, and of agricultural and

industrial research and productivity centres;

3. Considers that while, without impairing the separate identity of
the Special Fund, the fullest possible use should be made of the existing
machinery of the United Nations, the specialized agencies (including the

existing international financial institutions) and the Expanded Programme

of Technical Assistance, the Special Fund will require some new admini-

strative and operational machinery;

h. Decides to establish a Preparatory Committee composed of repre-

sentatives of 16 Governments to do the following, taking into account the

principles set out in the annex and the views and suggestions forwarded

by Governments pursuant to paragraph 7;

(a) define the basic fields of assistance which the Special Fund

should encompass and, within these fields, the types of projects
which should be eligible for assistance;

(b) define in the light of paragraph 3 above, the administrative
and operational machinery to be recommended for the Special Fund, in-
cluding such changes as may be required in the present legislation

and procedures of the Expanded Programme of Technical Assistance;

(c) ascertain the extent to which Governments would be willing to

contribute to the Special Fund;
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5. Requests the President of the General Assembly to appoint the
members of the Preparatory Committee;

6. Invites the Secretary-General to provide the Preparatory Commit-
tee with all the necessary facilities, including the provision of such
expert consultants as might be required;

7. Requests Governments to assist the Preparatory Committee in its
work by forwarding their views and suggestions to the Preparatory
Committee through the Secretary-General and, in particular, by indicat-
ing the extent to which they would be willing to contribute to the
Special Fund;

8. Invites the Secretary-General, the executive heads of the
specialized agencies and the Executive Chairman of the Technical Assist-
ance Board to forward their views and suggestions to the Preparatory
Committee;

9. Requests the Preparatory Committee to submit the results of its
work in the form of a report and recommendations to the twenty-sixth
session of the Economic and Social Council;

10. Requests the Economic and Social Council to transmit the Pre-
paratory Committee's Report, together with its own comments, to the
thirteenth session of the General Assembly for final action;

11. Looks forward to the establishment of the Special Fund as of
1 January 1959;

12. Appeals to all States Members of the United Nations, in a spirit
of co-operation and solidarity, to give the greatest possible assistance
to the Special Fund;

C.

Decides that as and when the resources prospectively available are
considered by the General Assembly to be sufficient to enter into the
field of capital development, principally the development of the economic

and social infrastructure of the less developed countries, the General

Assembly shall review the scope and future activities of the Fund and
take such action as it may deem appropriate.



ANNEX

I. The Special Fund shall be a multilateral fund of the United Nations,
with financial resources principally derived from voluntary annual con-
tributions of Governments and others in (or transferable into) currency
usable by it and as much as possible pledged or indicated for a number
of years.

II. Assistance from the Special Fund shall be given only to projects
which would make a contribution to the economic development of the re-
questing country or countries. The operations of the Special Fund
shall be in conformity with the principles of the Charter of the United
Nations and shall not be influenced by political considerations.

III. The Special Fund shall be administered by a chief executive
officer under policies established by an executive body in accordance
with such rules and principles as may be laid down by the General
Assembly and the Economic and Social Council. The mebership of the
executive body shall be equally distributed between two groups, one con-

sisting mainly of major contributing countries and the other consisting
mainly of less developed countries. Each member of the executive body
shall have one vote. Decisions of the executive body on questions of

policy, including the allocation of funds, shall require a qualified

majority vote.

Note: The following countries have been designated by the President of
the General Assembly to serve on the Preparatory Committee: Canada,
Chile, Denmark, Egypt, France, Ghana, India, Japan, Mexico, The Nether-

lands, Pakistan, Peru, U.S.S.R., United Kingdom, United States, and
Yugoslavia.
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Minutes of Staff Loan Committee Meeting held on Tuesday, December 17, 1957
at 3:30 p.m. in Room 1005

1. Present:

Mr. J. Burke Knapp, Chairman Mr. L. B. Rist
Mr. J. Rucinski Mr. H. W. Riley
Mr. S. R. Cope Mr. R. H. Demuth
Mr. 0. A. Schmidt Mr. B. Chadenet
Mr. M. M. Rosen * Mr. H. G. A. Woolley, Secretary
Mr. A. Broches

In attendance:

Mr. Eugene R. Black * Mr. P. H. French
Mr. W. A. B. Iliff Mr. E. Lopez-Herrarte
Mr. Davidson Sommers Mrs. S. Boskey
Mr. M. L. Hoffman
Mr. M. M. Mendels *

* Part only.

2. U.N. Special Fund

The Committee considered Memorandum SLC/0/921, "U. N. Special Fund,"
and

AGREED

(a) that the Bank should certainly not remain aloof from the new
U.N. Special Fund but should plan to establish a close
cooperative association with it;

(b) that, however, the Bank should not push its way into this
association, that the Bank should await the expected approach
from the Secretary General on this subject, and that, in the
meanwhile, it was too early to reach any definite decision on
the exact form of the future association;

(c) that in the course of any preliminary discussions about Bank
association that might be initiated by U.N., the Bank repre-
sentatives should be guided by the principle that the Bank
should be willing to cooperate to the extent that cooperation
was compatible with the Bank' s institutional structure and with
its normal field of operational activity;
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(d) that the Bank should be prepared, in principle, to assume
responsibility for the execution on behalf of the U.N.
Special Fund of particular surveys which were within the
Bank's special competence, subject to agreement in each
instance; and

(e) that the Bank should do what it can to assure the appointment
of a suitable director for the new Fund.

3. The meeting adjourned at 5:00 p.m.
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MEMORANDUM TO THE STAFF LOAN COMMITTEE

U.N. Special Fund

Compromise resolution unanimously adopted by the Second

Committee of the General Assembly on December 13 and approved

by the General Assembly in plenary session on December 14 is

attached as background information for the meeting to be held

at 3:30 p.m. on T)ecember 17 (see SIC/A/690).

Herbert G. A. Woolley
Secretary

Staff Loan Committee

December 16, 1957



Resolution Adopted by United Nations General Assembly

on December 14, 1957

The General Assembly

In conformity with the determination of the United Nations, as ex-
pressed in its Charter, to promote social progress and better standards
of life in larger freedom, and for these ends, to employ international
machinery for the promotion of the economic and social advancement of
all peoples,

Conscious of the particular needs of the less developed countries
for international aid in achieving accelerated development of their
economic and social infrastructure,

Recalling its resolutions on the establishment of an international
fund for economic development within the framework of the United Nations
and, in particular, reaffirming its unanimously adopted resolution 72hA
and B (VIII) of 7 December 1953,

Noting the recommendation of the Economic and Social Council in its
resolution 662 B (XXIV),

Recognizing that the United Nations Expanded Technical Assistance
Programme is of proven effectiveness in promoting the economic develop-
ment of the less developed countries,

Recognizing, however, that neither the Expanded Technical Assistance
Programme nor other existing programmes of the United Nations or the
specialized agencies can now meet certain urgent needs which, if met,
would advance the processes of technical, economic and social development
of the less developed countries, and, in particular, would facilitate new
capital investments of all types - private and public, national and
international - by creating conditions which will make such investments
either feasible or more effective,

Convinced that a rapidly achieved enlargement in the financial re-
sources and scope of technical assistance rendered by the United Nations
and the specialized agencies to the less developed countries would con-
stitute a constructive advance in United Nations assistance and would be
of immediate significance in accelerating their economic development,

Recognizing that, while long-term pledges are desirable, some
Governments are unable to make financial commitments except with the ap-
proval of their legislatures and on an annual basis,
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A.

Commends the Ad Hoc Committee on the Question of the Establishment of
a Special United Nations Fund for Economic Development for the work
embodied in its final and supplementary reports prepared in accordance
with General Assembly resolutions 923 (X) of 9 December 1955 and 1030 (XI)
of 26 February 1957;

B.

1. Decides that, subject to the conditions prescribed hereunder,
there shall be established as an expansion of the existing technical
assistance and development activities of the United Nations and the spe-
cialized agencies a separate Special Fund which would provide systematic
and sustained assistance in fields essential to the integrated technical,
economic and social development of the less developed countries,

2. Decides further that, in view of the resources prospectively
available at this time, which are not likely to exceed one hundred million
dollars annually, the operations of the Fund shall be directed towards en-
larging the scope of the United Nations programmes of technical assistance
so as to include special projects in certain basic fields to be defined by
the Preparatory Committee provided for in paragraph h below, for example,
intensive surveys of water, mineral and potential power resources; the
establishment, including staffing and equipping, of training institutes in
public administration, statistics and technology,, and of agricultural and
industrial research and productivity centres;

3. Considers that while, without impairing the separate identity of
the Special Fund, the fullest possible use should be made of the existing
machinery of the United Nations, the specialized agencies (including the
existing international financial institutions) and the Expanded Programme
of Technical Assistance, the Special Fund will require some new admini-
strative and operational machinery;

4. Decides to establish a Preparatory Committee composed of repre-
sentatives of 16 Governments to do the following, taking into account the
principles set out in the annex and the views and suggestions forwarded
by Governments pursuant to paragraph 7;

(a) define the basic fields of assistance which the Special Fund
should encompass and, within these fields, the types of projects
which should be eligible for assistance;

(b) define in the light of paragraph 3 above, the administrative
and operational machinery to be recommended for the Special Fund, in-
cluding such changes as may be required in the present legislation
and procedures of the Expanded Programme of Technical Assistance;

(c) ascertain the extent to which Governments would be willing to
contribute to the Special Fund;
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5. Requests the President of the General Assembly to appoint the

members of the Preparatory Committee;

6. Invites the Secretary-General to provide the Preparatory Commit-
tee with all the necessary facilities, including the provision of such
expert consultants as might be required;

7. Requests Governments to assist the Preparatory Committee in its
work by forwarding their views and suggestions to the Preparatory
Committee through the Secretary-General and, in particular, by indicat-

ing the extent to which they would be willing to contribute to the
Special Fund;

8. Invites the Secretary-General, the executive heads of the

specialized agencies and the Executive Chairman of the Technical Assist-
ance Board to forward their views and suggestions to the Preparatory
Committee;

9. Requests the Preparatory Committee to submit the results of its
work in the form of a report and recommendations to the twenty-sixth
session of the Economic and Social Council;

10. Reqiest,; the Economic and Social Council to transmit the Pre-
paratory CimLitee's Report, together with its own comments, to the
thirteenth session of the General Assembly for final action;

11. Looks forward to the establishment of the Special Fund as of

1 January 1959;

12. Appeals to all States Members of the United Nations, in a spirit
of co-operation and solidarity, to give the greatest possible assistance
to the Special Fund;

C.

Decides that as and when the resources prospectively available are

considered by the General Assembly to be sufficient to enter into the
field of capital development, principally the development of the economic
and social infrastructure of the less developed countries, the General

Assembly shall review the scope and future activities of the Fund and

take such action as it may deem appropriate.



ANNEX

I. The Special Fund shall be a multilateral fund of the United Nations,
with financial resources principally derived from voluntary annual con-
tributions of Governments and others in (or transferable into) currency
usable by it and as much as possible pledged or indicated for a number
of years.

II. Assistance from the Special Fund shall be given only to projects
which would make a contribution to the economic development of the re-
questing country or countries. The operations of the Special Fund
shall be in conformity with the principles of the Charter of the United
Nations and shall not be influenced by political conside ations.

III. The Special Fund shall be administered by a chief executive
officer under policies established by an executive body in accordance
with such rules and principles as may be laid down by the General
Assembly and the Economic and Social Council. The membership of the

executive body shall be equally distributed between two groups, one con-

sisting mainly of major contributing countries and the other consisting
mainly of less developed countries. Each member of the executive body
shall have one vote. Decisions of the executive body on questions of

policy, including the allocation of funds, shall require a qualified
majority vote.

Note: The following countries have been designated by the President of

the General Assembly to serve on the Preparatory Committee: Canada,
Chile, Denmark, Egypt, France, Ghana, India, Japan, Mexico, The Nether-
lands, Pakistan, Peru, U.S.S.R., United Kingdom, United States, and
Yugoslavia.
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FROM: Secretary, Staff Loan Committee December 11, 1957

NOTICE OF MFETING

A meeting of the Staff Loan Committee will be held on Tuesday,
December 17, 1957 at 3:30 p.m. in Room 1005

AGENDA

U.N. Special Fund

The Committee will consider the attached Memorandum SLC/0/921,

""Bank Role in Proposed New U.N. Special Fund" dated December 9, 1957.

DISTRIBUTION

Chairman Copies for information to:
Directors of Operational Departments
Director, Legal Department President
Director, Economic Staff Vice Presidents
Treasurer Secretary
Director, Technical Assistance and Director, Economic Development Institute
Liaison Staff Special Representative in Europe (Agenda only)
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WD I estC/o/921

To: 1/1r. Black December 9, 1957

From: Richard H. Demuth

Subject: Bank Role in Proposed New U.N. Special Fund

This memorandum suggests some of the principal issues which
the Bank will have to take into account in considering to what ex-
tent it might wish to associate itself with the United Nations

Special Fund proposed by the United States, and what form that asso-
ciation might take. The purpose of the memorandum is to provide a

basis for discussion within the Bank; it does not attempt to recom-
mend a particular course of action.

The U.S. proposal, which has been circulated within the Bank,
calls for the financing of certain basic "pre-investment" projects
(surveying water, mineral and power resources; organizing, staffing
and equJipping regional training institutes in public administration,
statistics and technology; and supporting industrial and agricul-
tural research and productivity centers). It has been suggested
that the Special Fund, if created, should be administered separately
from the rest of the U.N. Technical Assistance Program, and both
U.1N1. and U.S. sources have indicated that they would like the Bank
to play some part in administering the Fund. This position has also
been publicly taken in U.N. debates by several governments, notably
Canada.

It is assumed that the Bank will wish to associate itself
with the Special Fund in some way; as a practical matter, it would
be difficult to refuse to do so. The extent of the association
could in theory range from the extreme of assuming full responsi-
bility for administration of the Fund to the other extreme of a
mere general expression of willingness to cooperate with the Fund
as the Bank now cooperates with other U.N. endeavors. Each of

these positions has certain attractive aspects so far as the Bank
is concerned, but political realities probably rule out the first
and pragmatic considerations the second. Nevertheless, perhaps the
best way of determining what course the Bank should follow is first
to analyze the advantages and disadvantages of the two extreme
positions and then to consider various intermediate forms of associ-
ation.

I. The Bank as Administrator of the Fund

To make discussion of this alternative concrete, it is neces-
sary to make certain assumptions as to the extent of the managerial
responsibility which might be delegated to the Bank. It seems
clear enough that the resources of the Fund will not just be turned
over to the Bankts management to allocate and disburse for stated
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purposes under the policy direction of the Bank's Executive Directors.
Quite apart from the fact that this course would not be acceptable to

a majority of the General Assembly who want to see the program at

least appear to operate under the U.N. flag, it has the inherent
defect that a number of participating U.N. countries (e.g.,the Iron
Curtain countries) are not represented on the Bank's Board. It may be
taken for granted, therefore, that the Special Fund will have as its
governing body an intergovernmental board or committee other than

the Executive Directors of the Bank. On this premise, Bank admini-
stration of the entire Fund would, in effect, mean administration by
the management of the Bank, reporting to and accepting policy guidance
from a U.N. intergovernmental group.

There would be two principal advantages in this alternative.
The immediate advantage is that the Special Fund would probably be ad-
ministered more effectively by the Bank than by the U.N., not only be-
cause the Bank is in a better position than U.N. to select and super-

vise projects to be assisted by the Special Fund but also because it
could tie in those projects with regular Bank financing, The long-
range advar.tage to the Lank, and far the more important one, is that
it would place the Bank in a preferred position among possible
administrators of any new international development financing agency
which may be created, or into which the Special Fund may evolve.

On the other hand, there are serious disadvantages in this
role.

1. The Bank would have to deal with countries which are not
members of the Bank, to negotiate with them the matter of transfer-
ability of their currency contributions to the Fund, and perhaps to
carry out projects in some of those countries. Particularly insofar
as the Iron Curtain countries are concerned, it is likely both that
the Bank would not want to undertake this and that the countries
concerned would object to the Bank's doing so.

2. The Bank is not particularly well equipped to evaluate the
merits of some types of proposed projects, for example, the staffing
and equipping of research and productivity centers, technical schools
and training institutes in statistics and public administration, nor
is it experienced in recruiting organizations or individuals compe-
tent in these fields. Yet as administrator of the Fund, the Bank
would have to assume responsibility for handling, or contracting with
others to handle, all types of projects consistent with the objectives
of the Fund.

3. Adinistration of the Fund, in addition to requiring re-
cruitment of a considerable number of new staff members, would inevi-
tably increase the burden on the Bank's management as well as on the
service departments such as Treasurer's, Legal and Administration. It
would also involve responsibility for activities and decisions which
might not prove wholly congenial to the Bank, as for example



- 3 -

recommending an allocation of the Special Fundts resources among poten-

tial recipient countries, handling the procurement of equipment and

supplies, and dealing with the other specialized agencies (e.g., FAO,
ILO and UNESCO) on projects within their special fields of competence.

It would probably also involve the Bank in the annual process of rais-

ing money for the Special Fund from the participating governments.

h. As administrator of the Fund, the Bank would 1ind itself in

much closer association with the U.N. than has been the case in the

past, and this might make it more difficult to preserve the former re-

lationship insofar as purely Bank activities are concerned.

5. There is a real question whether it is possible, at least

in the first few years, to use effectively as much as the contemplated

$50 million a year for the type of projects intended to be financed by
the Special Fund. A careful administrator is therefore likely to be

subject to widespread criticism simply because, as a result of con-

scientious administration, the Fund fails to live up "o its foundsrs'

undue expaetations.

II. The 3enk as a "Cowperating" Agency

The advantages of merely "cooperating" with the Fund are that

the Bank woeld not have to make any of the difficult practical and

political decisions inoident to administering the Fund, it would not

becoie involved with the U.N. to any significantly greater extent than

heretofore, its work-load would not be appreciably increased and it

would not be blamed for shortcomings beyond its power to control.

There are, however, serious disadvantages in the virtually pas-

sive role. It would mean loss of any real opportunity to achieve

effective coordination of Special Fund activities with those of the

Bank, and incidentally to achieve better coordination of the U.N.

technical assistance program with Bank operations. More important, if

the Bank does not assume some sort of active role in connection with

the Special Fund, it will not be in a good position to exercise much

influence in connection with the administration of any new U.N. devel-

opment financing fund which may subsequently be created or into which

the Special Fund may evolve. If, in the judgment of the Bank, there

is a real likelihood of a SUNFED eventually being created, and if it

is thought to be important that the Bank have an effective voice in

the administration of SUNFED, a purely passive role in connection with

the presently proposed Fund would not seem indicated.

III. Possible Middle Grounds

There are several possible forms of association, both formal and

informal, short of full administration but more than mere "cooperation."

The informal ones would include advising on the appointment of, or

nominating, the Fund's administrator; seconding Bank personnel to the

Special Fund; and agreeing to undertake congenial projects. One



suggestion for a more formal tie has also been made: that the President
of the Bank serve as a member of a committee which would function in the
area between the director of the Fund and the governing board, advising
the one and reporting to the other. These possibilities are not mutually
exclusive: the Bank might establish contact with the Fund in several in-
formal ways, or might combine these with the institutional tie.

Each of the intermediate methods of association has something in
its favor. None of them in isolation would be a particularly good spring-
board to ultimate administration of SUNFED, but in combination they might
well be. Moreover, the experience gained by the Bank in connection with
the Special Fund might be a useful guide to Bank policy if and when a
SUNFED is created.

1. A director appointed with the Bank's approval or nominated by
the Bank would presumably be friendly to the Bank. Through him the Bank
would be able, unofficially and informally, to advise on and to keep
itself informed of Special Fund policies, thus enabling it to make its
influence felt without becoming directly involved in and responsible for
the Fund program.

2. The seconding of Bank technical staff would have similar ad-
vantages and. would further facilitate coordination of Special Fund
activities with Bank projects. This would be particularly effective as
a form of Bank association if the director is a Bank-nominated man.

3. Administration of congenial projects only, i.e., those most
closely akin to normal Bank activities, such as resource surveys, and
perhaps also those, such as technological institutes and productivity
centers, which no other specialized agency is particularly qualified to
carry out, would have the advantage of bringing the Bank actively into
the Fund program but only in limited and well-defined areas. However,
it would probably be necessary that the Bank rule out any projects, of
whatever nature, in Iron Curtain countries. And any operational role,
however limited, would involve the Bank in a certain amount of pulling
and hauling among the other U.N. agencies administering other projects,
something it has so far avoided with fair success in connection with the

technical assistance program.

h. The formal tie which has been suggested is membership by the
President of the Bank on a committee whose other members might be the
Secretary-General of the U.N. and either the Chairman of the U.N.
Technical Assistance Board or the Administrator of the Special Fund.
This would enable the Bank to exert an influence on policy-making for
the Fund without wholly identifying itself with the Fund's administra-
tion, and to keep itself informed of the progress and direction of the
Fund program without necessarily accepting any operating responsibility.
Further, it would be concrete evidence of the special position of the
Bank, as distinguished from the other specialized agencies, in connec-
tion with general international developmental activities, and this might
prove most useful in connection with any future SUNFED administration.



Certainly, if the Fund's director were a Bank-nominated man, the support
which Bank representation on such a committee would give him might prove
invaluable. On the other hand, if a weak, ineffective administrator
should be named to head the Fund, it is doubtful that the Bank would
want to have the formal association which membership on a committee of

this kind would imply. In fact, whether or not the Bank should look

with favor on a formal tie of the kind suggested would seem to depend
very largely on the extent to which it decides to associate itself with

administration of the Fund in some of the other ways discussed.
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Fo5-No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND 0EVELOPMENT

OFFI E MEMORANDUM
TO: Files DATE: November 15, 1957

FROM: Richard H. Demuth F

SUBJECT: U.S. Proposal for New UN Special Project Fund

I called the State Department today to inquire as to the status of
the resolution which the U.S. delegation is expected to present at the
UN General Assembly in advance of the debate, which starts next Monday,
on the item of financing economic development -- i.e., the SUlFED debate.
I was told that the U.S. expected to table the resolution sometime
tomorrow but that it was still being changed and that there was no copy
that could be shown to us. The substance of the resolution, however, was
given to me over the telephone.

In essence, the resolution incorporates the proposal previously
circulated within the Bank. It starts out with preambulatory material,
which praises the international technical assistance program and sets
forth that this program needs to be increased in size and in depth. In
its operative paragraphs, the proposed resolution then provides for an
increase in the present program up to 450 million and for the creation
of a Special Project Fund of up to 450 million. According to the origi-
nal draft of the State Department resolution, this Special Project Fund
was to be established "within" the existing technical assistance program
and its operation was to be "integrated with" that program. The resolu-
tion proceeds to establish a preparatory committee, consisting of repre-
sentatives of governments designated by the President of the General
Assembly, with responsibility to (a) define the fields in which the new
Special Project Fund will operate, (b) define the changes which may need
to be made in the existing technical assistance program, (c) ascertain
what additional contributions governments may be willing to make to in-
crease the program and to establish the Fund, and (d) prepare amendments
to the existing technical assistance legislation.

Apparently there is pressure being put on the U.S. by other dele-
gations to omit from the resolution the statements to the effect that the
new Special Project Fund will be established "within" the technical
assistance program and that its operations will be "integrated with" that
program. This pressure, it may be assumed, comes from countries which
wish to see the Special Project Fund serve as a precursor to SUNFED.
Omission of these words would, in effect, give the proposed preparatory
committee greater flexibility to decide on precisely how the Fund should
be administered.

It is not at all clear at the moment how the debate will come out.
I am told that the Dutch are sticking by their original resolution pro-
viding for the immediate establishment of SUNFED. On the other hand,
there are reports that Pakistan, Yugoslavia and a number of Latin American



- 2 -

delegations are likely to support the U.S. proposal. At best, even if the
U.S. proposal should win, it seems likely to be amended so as to make
clear that the General Assembly does not regard the establishment of the
Special Project Fund as a substitute for SUNFED.

cc: Messrs. Black, Iliff, Knapp and Sommers
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TO: Management and Department Heads DATE: November 12, 1957

FROM: Richard H. Demuth

Attached for information is a copy of a paper which the United

States delegation to the United Nations has informally circulated

among delegations to the General Assembly, describing its proposal

for an expansion of the Technical Assistance Program.

Distribution:



UNITED STATES FROPOSAL

For several years, the United States has consistently supported the
idea of an international development fund in principle. This support was
made clear in Resolution 724 of the 8th General Assembly, which was adopted
on the initiative of the United States Delegation. The United States con-

tinues to stand by the pledge contained in this resolution to ask the

American people, when sufficient progress has been made in internationally

supervised disarmament, to join with other countries to devote a portion of

the savings achieved by such disarmament to an international fund, within

the framework of the United Nations, for the economic development of under-

developed countries. The United States has continued to oppose the estab-

lishment of this fund before sufficient resources have been released

through international disarmament to insure its successful operation.

Under present conditions, it is not practicable to contemplate the estab-

lishment of a genuinely multilateral capital fund designed to make a sub-

stantial impact on the economic problems of underdeveloped countries.

The United States Government is, therefore, not prepared to support

the establishment of a Special United Nations Fund for Economic Develop-

ment at this time. It will not at this session of the General Assembly

support any resolution which would authorize its establishment now, includ-

ing the resolution already introduced in Committee II by eleven countries

(Document A/C.2/L33h). Moreover, the United States Government will not

participate in any preparatory commission set up for the purpose of estab-

lishing an international development fund at this time.

The United States believes that, under existing conditions, a more

constructive approach to the problem of economic development is to use

such additional resources as member countries are prepared to make avail-

able to a multilateral program to support a substantial enlargement in the

scope and nature of the United Nations Expanded Technical Assistance Pro-

gram. The Expanded Program needs substantial additional financial re-

sources if the United Nations is to (a) meet the pressing needs for

technical assistance of the kind which has been offered by the United

Nations in recent years, including the needs of many newly independent

countries; (b) undertake a substantial enlargement of the scope and

nature of present United Nations Technical Assistance activities to permit

systematic and sustained work in certain fields which are basic to any

large-scale economic development, such as intensive surveys of water,

mineral and potential power resources; the establishment, including staff-

ing and equipping, of regional training institutes in public administration,
statistics and technology and of industrial research and productivity
centers. Obviously, this kind of surveys, research and training is of

basic importance to successful economic planning and development. However,

such projects would require a relatively large outlay for supplies and

equipment and more sustained support than the Expanded Program can afford
with its present resources. Projects of this kind are essential in many

areas in order to facilitate investment of all kinds - private and public,
national and international - by creating conditions which will make such
investment either feasible or more effective.
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The United States Delegation will propose in the Second Committee

that the resources now available to the Expanded Program of Technical

Assistance be increased up to 100 million dollars. While the Expanded

Program would, of course, be continued there would be a new United
Nations effort to assist underdeveloped countries, in the form of a sub-

stantial Special Project Fund to be established within this amount and

earmarked for concentrated work on surveys, research and training pro-

jects which are of basic importance to successful economic progress. As

is the case with the present Expanded Technical Assistance Program, con-
tributions would be on a sharing basis. The United States contribution,

as presently provided in Congressional legislation, would be 38 percent

of the total of contributions for calendar year 1959 and 33-1/3 percent
of the total of contributions for 1960 and the following years. If this

proposal is accepted by the United Nations, the amount now available

under the Expanded Program would be more than tripled, while the United

States contribution would be more than doubled from its present level.

The United States Delegation will, therefore, introduce in the

Second Committee an alternative resolution under which the General

Assembly would appoint a preparatory commission charged with (a) defin-

ing the basic fields, and within these basic fields the types of pro-

jects, to be eligible for assistance from the Special Project Fund,

(b) defining changes in the present administrative arrangements of 
the

Expanded Program necessary to assure rapid and effective use of the

Special Project Fund, (c) ascertain the extent to which governments are

willing to contribute to such an enlarged program and what amounts they

are prepared to earmark for the Special Project Fund from their 
in-

creased contributions and (d) preparing the necessary amendments to

existing legislation and procedures governing the Expanded Program.

The specialized agencies, the United Nations Technical Assistance Ad-

ministration, and the Technical Assistance Board, would be invited to

submit their views and suggestions to the preparatory committee through
the Secretary General. The preparatory committee would be requested to

submit its report and recommendations to the 26th session of the

Economic and Social Council* which would be requested to submit these

recommendations together with its own comments to the next session of

the General Assembly for final action in 1958.

* That is, next summer's session.



CONFIDENTIAL
SLC/0/916
November 14, 1957

STAFF LOAN COMMITTEE

Memorandum from the Technical Assistance
and Liaison Staff

THE UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE PROGRAM

1. Organizational Structure

The organizational structure of the U.N. Expanded Technical Assist-
ance Program is as follows:

The Economic and Social Council (ECOSOC) has general policy control
over the program.

The Technical Assistance Committee (TAC), a Committee of the whole
of ECOSOC, exercises general supervision over the program for ECOSOC.

The Technical Assistance Board (TAB), made up of representatives of
the eig.t participating agencies, is in theory responsible for
allocating the Expanded Program funds and planning and coordinating
the over-all program. Its actual functioning is described in section
3 below.

The Participating Agencies are:

U.N. Technical Assistance Administration (TAA) (see section h
below)

International Labor Organization (ILO)

Food and Agriculture Organization (FAO)

United Nations Educational, Scientific and Cultural Organi-
zation (UNESCO)

World Health Organization (WHO)

International Civil Aviation Organization (ICAO)

World Meteorological Organization (vWMO)

International Telecommunications Union (ITU)

2. Main Features of the Program

The program operates through a special fund subscribed each year at a
"pledging conference" to which are invited all member countries of the U.N1.
or of any specialized agency. Pledges for 1957 were about $31 million;
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amounts have increased two to three million dollars a year over the past
five years. The United States has contributed about half the funds in
the past but has announced a policy of gradually reducing its percentage
so that by 1960 it will contribute not more than one-third.

The program consists almost entirely of supplying experts and pro-
viding training fellowships. Small amounts of equipment directly related
to the work of the experts may be supplied. In 1956 over 2,300 experts
were in the field on 1,300 different projects and over 2,000 fellowships
were granted. The agencies pay the salaries and external costs of the
experts. The countries contribute toward local costs on a formula basis;
the agencies supplement these payments to some extent.

Although eight organizations participate, over half of the funds go
to UNTAA and FAO, each of which gets about a quarter of the total. About
one-fifth goes to WHO, so that these three agencies together account for
around 70% of the program. ("ields covered by UNTAA are discussed in
section 4 below.)

The agencies operate their parts of the 'lexpanded technical assist-
ance prograr" along with their regular programs, which may also include
some technical assistance activities. (TAA has some money for technical
assistance from the regular U.N. budget.)

3. Administration of the Program: TAB in Theory and Practice

TAB is made up of the heads of the eight participating agencies or
their designees. There is an Executive Chairman appointed by the U.N.
Secretary-General after consultation with the agency heads; he not only
presides over TAB meetings but administers the TAB staff and field
offices. His powers derive largely from Board action, but he has certain
rights of appeal to TAC in case of disagreement with the Board.

In theory TAB is an executive body designed to formulate and super-
vise the Expanded Technical Assistance program in a way that will insure
the best use of technical assistance funds for projects of the highest
priority. Actually it hardly performs this function at all; TAB's basic
organizational structure is such as to make the Board at best a coordi-
nating rather than an executive body.

TAB is essentially a committee representing autonomous agencies,
with no real institutional identity or substantive jurisdiction of its
own. The agency representatives who compose the Board's membership
naturally tend to reflect the interests of their own organizations and to

be vigilant to protect these against encroachment by TAB itself or by
other agencies. The system works only because the Executive Chairman has
played the role of moderator and has not sought to exercise executive
leadership.



The process by which annual programs are formulated and funds are
allocated is a rather elaborate one called "country programming": (a) TAB
develops tentative "target" figures for each country and for each agency
within a country, based on the agenciest recommendations; (b) country pro-
grams are developed by governments in consultation with agency field staff
and with a field representative of TAB often acting in a coordinating
capacity; (c) the country programs so formulated are reviewed and, some-
times with modifications, approved by TAB; and (d) necessary program
changes are approved by TAB or by the Executive Chairman on behalf of TAB
as the year proceeds. The Executive Chairman has a contingency fund of
about $1,500,000 a year to provide for special situations that cannot be
handled through the regular allocations.

In program formulation, great weight is given to government requests.
Such modification or refinement as may take place is done largely by
agencies; TAB puts the programs together and adjusts them to fit the
amount of money available. In practice the general pattern remains about
the same from year to year; the proportion of total funds allotted to each
agency and the proportions allotted to the principal regions of the world
have not varied more than 2% in any instance in the last four years.

In reality, TAB has operated largely as an administrative and pro-
cedural body rather than a policy-making ons, It has a relatively small
headquarters staff which concentrates primarily on the problems involved
in disbursing and accounting for technical assistance funds, on the
administration of field offices and on promulgating procedural rules
covering such matters as local costs, financial reporting and the like.
There are some 30 TAB field offices serving about 50 countries, usually
with a Resident Representative, an assistant and some clerical staff;
these coordinate the program in a general way. Neither the field nor
headquarters staff seeks or is equipped to deal with the evaluation or
administration of specific projects.

TAB provides a useful mechanism for interagency coordination of pro-
jects, both through Board discussions and through the interchange of in-
formation. Because of the great disparity in the fields of operation of
the participating agencies, however, most of their work is quite properly
carried out independently of the activities of other agencies.

4. Some Comments on TAA

TAA is a separate organization within the U.N. secretariat, with a
Director-General who reports to the Secretary-General. It is somewhat
like a specialized agency and unlike the rest of the U.N. secretariat in
that it is an operating body; its function is to administer the technical
assistance program in fields not covered by the other agencies. Its prin-
cipal areas are economic and financial advice, industry, power, natural
resources, transportation, public administration and social welfare.



TAA's activities consist primarily of the provision of experts and
the awarding of fellowships. Its staff is essentially administrative in
character; it does not, for example, have any technical personnel to
evaluate proposed projects or to backstop and supervise TAA experts in
the field. In the fiscal and social welfare fields, the U.N. Department
of Economic and Social Affairs renders rather active supporting services
but such assistance is not available in industry, transportation, power
or other specialized fields. There is a separate Public Administration
Division in TAA but this group, like the rest of TAA's staff, appears to
serve more in an administrative than in a substantive capacity.

TAA (and the other agencies to some extent) recruits its experts on
the nomination of governments, or with their approval if it recruits
through other channels. This makes it difficult to maintain high personnel
standards. Moreover, salary ceilings for experts are somewhat low and,
because projects are approved only for a year at a time, appointments are
made only on a one or two year basis; these factors also hamper recruitment
of highly qualified personnel.

5. Relation of the Bank to the Technical Assistance Program

The Bank and Fund are "observers" on T KB. In recent years, however,
the Bank has rarely participated in TAB deliberations because these have
been concerned largely with procedural and financial details rather than
with matters of substantive policy.

The Bank and TAA are now engaged in one joint project, the sponsor-
ship of the Ceylon Institute of Scientific and Industrial Research. In
1950 and 1951 the Bank and FAO jointly sponsored agricultural survey
missions to Uruguay and Chile and FAO has cooperated with the Bank in re-
cruiting agricultural experts and reviewing their reports in the case of
most of our survey missions. WHO and UNESCO have also assisted in the
work of some survey missions.

Informal meetings are held periodically between senior officials of
the Bank and of the U.N. Department of Economic and Social Affairs, TAA
and TAB. Newly-appointed field representatives of TAB visit the Bank as
part of their orientation process and the Bank is also frequently asked to
brief TA experts on their way to take up field assignments. It is less
frequent, however, that the resources of the Bank have been sought to
advise on the merits of proposed technical assistance projects or on
recommendations made by technical assistance experts.


