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SEE VOLUME II.



Mr, Martin M. Rosen Jamuary 27, 1959
£404 Kheradjou (gh-
Uuslle Special Fund - Pre-Investment Survqy_u_

In Burma the Mu River Irrigation Project should qualify under
U.N. Special Fund's 3rd category (Pre-Investment Surveys), In Ceylon
there are several such surveys, bul they are being financed by U.S.Ae
(Mahaweli Ganga and Walawe Ganga) or by the Soviet Union (Kelani Ganga).
In Malaya Stage II of the Cameron Highlands Scheme might qualify,

There is another catepory of surveys which is not mentioned in
Mr., Demuth's memo and which could come under Pre-investment Surveys,
although they may cost more than US#500,000, i.e., certain geclogicel
or mining surveys. For instance, tin mining survey in Malaya badly
needs doing and would definitely lead to private investment. We could
even mention the geoclogicel survey of Burma, but perhaps that should
come under lst category.

AGiheradjousgod
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INTERNATIONAL BANK FOR RECONSTRUCTION ANL DEVELOPMENT

OFFICE MEMORANDUM

Messrs. Aldewereld, Cope, Rosen, Rucinski DATE: January 23, 1959
and Schmidt

Richard H, Demuth

U.N, Special Fund -- P

i

-Investment Surveys

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
$5 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 River studies and a proposed survey of
the water resources of Afghanistan.

(2) Training and research institutes, Among the projects men-
tioned were 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, designed to work up projects ready for investment.
The only example of this type of survey mentioned was a pro-
posed NEDECO survey 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 promoting 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 sugges—
tions which they could then discuss with the govermments concerned to see

if the govermments wished to present these projects for Special Fund
assistance.



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?

J/

cc: Messrs., Black, Knapp, T1iff and Sommers
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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.
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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 1s 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, ekills and industrial potentials which would create
a golid baeis 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 agenciles 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 1k 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
United Nations Special Fund
New York City, New York Managing Director

i



I. CRITERIA FOR SELECTING PROJECTS FOR
THE SPECIAL FUND

The Special Fund's operations are intended to be of
immediate significance for the acceleration of the economic
development of the less developed countries apd will, 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 recormendations 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 projects: The
Special Fund will concentrate, as far as precticable omn
relatively large projects and will avoid allocation of its
resources over a large number of small projects. This is an
important criterion which will distinguish Special Fund
operatione 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
aseistance, and while not excluding large projects, has
generally had to spread its resources over a large number of
projects and distribute its resources geographicsally through
the system of country programming, in accordance with its
basic legislation. The Special Fund, by contrast, will
concentrate on & more limited number of projects involving
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
& prioril 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




and other lending or granting agencies in meking their
decisions.

L. Wide geographical distribution: The Special Fund
will give due consideration to wide geographical distribution
of its ald 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. Thie 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 1s 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 development programmes and for ef-
fective co-ordination with other multilateral and bilateral
programmes of the assistance given to a project.

T No political interference: The General Assembly
resolution specifies that the assistance furnished by the
Special Fund shall not be & means of forelgn economic and
political interference in the internal affairs of the country
or countries concerned and shall not be accompanied by any
conditions of s 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 wey 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 snd regiomal projects: Projects may be for
one country or & 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.




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
ie in contrast to the Expanded Programme of Technical
Assistance which coperates, from a financial point of view, on
a year-to-year basis.

IT. BASIC FIELDS AND TYFES OF ASSISTANCE

The Special Fund 1s to assist projects in the following
basic fields: resources (including manpower), industry
(including handicrafts and cottage 1nﬂ.uatr1es§, agriculture,
transport and communications, building and housing, health,
education, statistics and public administration.

Projects qualifying for assistance can taeke 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 asslstance 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 Govermments.

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

III. PARTICIPATION IN THE SPECIAL FURD

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:
Governing Council, the Managing Director and his staff, and
a Consultative Board.



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 projecte; 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: E/

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.

8/ 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, Japen, Pakistan, Peru, the
Union of Soviet Socialist Republics and Yugoslavia for one
year. Retiring members are eligible for re-election.

L



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 steff

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 Govermments.

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 Chairmen of the Technical
Assigtance 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 reguests and
proposed programmes of the Special Fund.

Representatives of the specialized agencles 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. FROCEDURES

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



requests. Many details are still to be setiled 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 Govermments eligible to participate in
the Special Fund, Requests from Non-Self-Governing Territories
will be made through the metropolitan Govermments; reguests
from Trust Territories will be made by the Administering
Authorities.

B. Channel of requests

Govermments 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
varicus government departments.

0.9 Pregentation of requests

There is as yet no prescribed form for applications for
asglstance. 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 wbat is stipulated hereafter
under "Evaluation and approval of requests".

Govermments 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
Interpational Atomic Energy Agency, are at the disposal of
Governments to assist and advise them, at thelr 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 ie 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 &
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.

S Technical data

Technical information would be desirable which would make
it possible to form & general idea of the technicel soundness
of the project as a whole as well as of 1ts 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 development progreamme or policies of the country.

If poesible, 1t would alsc 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 rescurces surveys.

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

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 Govermment would
provide, bilateral and other multilateral financing,
contributions from private organizations etc.) 3

(c) breakdown of expenses so as to permit s financial
evaluation of the project, including breakdown according
to types of essistance (foreign staff, equipment,
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 individusl experts for this

purpose.

On the basis of the evaluation of project requests, the
Mansging 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 Govermment, or
Governments concerned, he will submit to the Governing Council,
for 1ts 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 Goverming
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;



(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 speclalized agencies concerned, or by
the International Atomic Energy Agency. The Managing Director
is also authorized, if neceesary, 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 Govermment 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 amnd programmes.

VI. FINANCES OF THE SPECIAL FUND

The resources of the Special Fund derive from voluntary
contributions by Govermments. The Special Fund is also
authorized to recelve 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, govermment contributions should be pledged
or indicated, whenever possible, for a number of years,

So far, forty-seven Govermments have pledged contri-
butions equivalent to a total of $18 million for 1959. On the
basis of avallable indications, it is expected that a total of
about $26 million will be pledged by Govermments for 1359.

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



resolution, urged Govermnments 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 Speclal 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. Thie
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 asmount which will be
determined by the Governing Council on the recommendation of
the Managing Director.

The Governing Council is also suthorized 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 ESTAELISHMENT
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 genersl 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.

10
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EC 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 1240 (XIII),
Paragraph 20, provided that the Governing Council shall make appropriate
arrangements in its rules of procedure for the representation of the
speclalized agencies and thaf, 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 conduet proceedings before full consideration i1s given to the
question of rules of procedure, I will submit to it, immediaetely 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, Bugene R. Black

President

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington 25, D.C.



UNITED NATIONS NATIONS UNIES

will be nede for the representation of the specialized agencies, whose
attendance at the session will, I feel sure, be warnly welconed.
A copy of the sugzgested provisional agenda for the session is
eseee attacheds Under item 4, I propose to report to the Governing Council
on provisional administrative and budgetary arrangenents, provisional
financial procedures and provisional arranzements for the exanination
of requests.
T— May I also send you, for your information, the enclosed explanatory
baper on the Special Fund which is beinz sent to all Govermments of
States Members of the United Hations or members of the specialized

agencies or of the International Atomic Energy Agency.

Yours sincerely,

mn

Paul G. Boffman
Managing Director
United Nations Special Fund
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Cpening reonorizss by the lanaging Director.

Llectlion of officers.

Addjtion of rules of procedurs in conformity with the
relevant provisions of General Assembly resolution 1240 (XIII).
Heport by the lanzging Director on action teken or intended.
Depert on status of contributions.

Date of next session and consideration of the provisional

agenda for the second session.



UN Spor s Tould

Mr. Black December 2, 1958
Richard H. Demuth

Special Projects Fund

I leamed in York yssterday that the Governing Board of the
new Special Fund is be called into a special meeting on Thursday
for "consultation® on the appointment of Paul Hoffman as the Managing
Director. The Secretary Gsmeral expects to announce Mr, Hoffman's
appointment Thursday evening.

RHD:tf



. / =
n, NA"Ha
PauL G. HoOFFMAN - J}L%{b .
XN BACREHE -
ED
DECLASS!F! December 1, 1958
MAR 11 2025
WBG ARCHIVES
Pergonal
Dear Gene:

As you perhaps know, I have
agreed to Secretary-General Hammarskjold'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 inthe field
in which you have given such effective service.

With warm regards.

oincerely yours,

Mr. Eugene R, Black
International Bank for

Reconstruction & Development
1818 H Street, N. W.
Washington, D, C.
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™ INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
OFHCE 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 te 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
yvet 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 allecation
of the German and Swedish contributions, which have not yet
been divided by the donor govermments as between the Special
Fund and ETAP. If the United States decides on a matching
requirement of L40%, 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 LO%, 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.
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Mr. Richard H. Demuth November 3, 1958
Patterson H. French

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

The Debate
The debate continued along s of the first week. (See
Mr. King's memorandum of October Y.) The debate dealt in approximately

equal proportions with the method of choosing the Governing Council of
the Special Fund and with the desirability of SUNFED.

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 Wicaragua spoke in opposition to this proposal and
nothing more was heard of it. Except for one or two criticisms of the
Bank by the representative of the USSR, there was no other reference to
the Bank.

The representative of Finland supported the remarks previcusly
made by the representative of Sweden about the dangers of inefficiency,
extravagance and duplication in the adninistration of the Special Fund.
The representative of Yemen criticized UN officials especially those of
UN/TAA, for their extravagant salaries and luxurious living; the
representative of Costa Rica objected.

On Friday, October 10, the two groups introduced amended resolutions
agreeing on all provisions except the method of election of the Governing
Counell and except that the 1l7-power resolution added a sentence that
the "General Assembly appeals to member states to work for the speedy
establishment of a United Nations Capital Development Fund."

A vote was taken on the provision as to method of election. The
original provision (elsction by ECOSOC) prevailed, L6 to 31, with
Portugal abstaining.

There was extensive debate on the provision about SUNFED. The
representatives of Mexico (Dr. Urquidi) and of Italy offered compromise
versions, and the U.S. and Canada endeavored to get the whole subject
dropped. It was finally decided to adjourn until Monday.

U. N. Secretariat and the Special Fund

Mr. Ralph Townley told me that the Secretariat would probably be
approaching the Bank for further advice and assistance on the kind of
projects which the Special Fund would undertake.



Miscellaneous

¥r. King's suggestion of having the World Serles piped into one
of the simultaneous translation channels had been pursued further by
a self-appointed Samaritan. It had proved to be technically un-
feasible in that the hookup would involve two different branches of
the U.,N. hierarchy and the formalities of approval made the project
obviously impracticable. In short, the engineer in the control roem
of the simultaneous translation operation could (and did) hear the
series but had no way of plugging it in to one of his channels without
appeal to higher authority.

ees Mr, Sommers

Attach: Revised Resolutions A/0.2/L.362/Rev.l (Oectober 9, 1958;
2/6.2/1.363/Rev,1 (October 8, 1958



ForMm No. 59

{2-55)
COMMUNICATION:
DATED:
TO:
FROM:

FILED UNDER:

SUMMARY:

CROSS REFERENCE SHEET

Memo
October 2L, 1958

Mr. Demuth

Mr. Lopez=Herrarte

ADMINISTRATIVE FILES

ECOSOC

Excerpt:

ECOSOC Meeting - October 23, 1958

2. The Council elected the member countries to serve on the Board of
Governors of the Special Fund., The following countries were electeds

France, U.K., U.S., Canada, Denmark, Japan, and the Netherlands (18 votes)

U,S.5.Re and Mexico (17 votes)
Italy (16 votes)
Chile and Yugoslavia (15 votes)
Argéntina and India (1 votes)
GhHana and U.A.R, (13 votes)
Pakistan (12 votes)

Feru (10 votes)
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fugene R. Black

Palais des

Mr. Black's office
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Form No. 58
(5.48)

TO:

FROM:

SUBJECT:

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 2 Z{

OFFICE MEMORANDUM

Mr. Sommers DATE: September 15, 1958

Richard H. Demuth

U.N. General Assemblj’_—- 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 he will give them whatever
assistance he can,

cc: Messrs. King and French
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{5-58) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

...........

INTERNAT]ONAL FINANCE CORPORATION

INCOMING WIRE

DATE OF WIRE: JULY 31, 1958 1735 ROUTING
INTERNATIONAL BANK FOR RECONSTRUCTION MR. DEMUTH
Tl e s s ACTION COPY TO
FROM: GENEVE INFORMATION COPY TO
Decoded By
TEXT: \/

5 FOR DEMUTH COUNCIL APFROVED WITHOUT CEHANGES SPECIAL FUND AFTER
REJECTING USSR PROPOSAL TO EXCIUDE. BAWK FROM CONSULTATIVE BOARD -
MAILING DOCUMENT. WCRLD ECONOMIC CONFERENCE REJECTED., WILL
FOLLOW SCHEDULE MENIiONED LETTER JULY 24 UNLESS YOU SUGGEST
OTHERWISE REGARDS.

LOFEZHERRARTE

ORIGINAL
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July 28, 1958

U, Demaufl

s

Dear Fnrique:

Many thanks for your letter of July 2L which arrived this morn-
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Dr. Enrique Lopez-Herrarte -2 - July 28, 1958

for that time, we would be very interested in him.

I share your amagement at the proposal teo
ECOSOC, Sometimes I feel that those in charge of international

organizations in the various impertant state departments of the world
are out of touch with reality.

E
¥
&
2

That's all for now, Everyome here at the office joins me in
sending owr very warm regards.

Sinecerely yours,

Richard H. Demuth
Technical Assistance and Liaison Staff

RHDstf
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EUROPEAN OFFICE

OF THE UNITED NATIONS OFFICE EUROPEEN

DES NATIONS UNIES

Télégrammes ;: UNATIONS, GENEVE

Téléphone : 831000 832000 334000
Palais des Nations

REF. No.: GENEVE

(& rappeler dans la réponse)

6 August 1958

My dear Gene,

T should like to bring you up to date on the latest developments
concerning the Special Fund. The debate in ECOSOC was somewhat more
thorough than some people had anticipated and hoped fors There were
a number of attempts to introduce emendments to the Report of the
Preparatory Comnittee arising both from the metaphysical quarrel over
the nature of the Fund and from some of the more specific controversies
in respect to its structure. Wevertheless, the fort was solidly
held and the recommendations of the Preparatory Comnittee were
retained, as you will see from the attached resolution sent to the
General Assembly for adoption, in the form of "provisions governing
the Special Fund". There is every reason to believe that the
Assembly will take this in its stride.

1 might seize this occasion to express my deep appreciation for
the role, discreet and highly efficient, played by the International
Bank in the evolution of the Special Projects Fund. The support and
participation 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
whether you might find it possible, during your Delhi meetings, to
tske advantage of any private talks you may have with some of the
Finance ministers and other high officials to acquaint these
gentlemen with the matter and perhaps instil in them a little
enthusiasm. There is, in my view, no real reason to worry about
contributions particularly since the management of the Fund will want
to be highly selective in the choige of projects and might be
submitted to pressures difficult to resist if there were too much
money in the very early stages. Nevertheless, a direct interest
of responsible authorities in certain of the major contributing
countries such as Germany, Italy, Canada, Australia etc., would be,

I think, a guarantee of a custained and continuing efforte

Mr, Eugene Black, N U L

Managing Director, { % }wﬁifi - v *
International Bank for e © i e oW
Reconstruction and Development, LSV x
1212 H Street ' e "
’ E | i
WASHINGTON, D.Co ) <
e
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European Office of the United Mations - Office Européen des Nations Unies

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

With warm personal regards,

/k

sincerely,

=

Philippe de Seynes,
Under=Secretary for Economic and
Social Affairs
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The week was taken up with what the Chairman called a "semi-general®
debate on the draft resolution recommended by ECOS0OC in its resolution
692 (XXVI). This was virtually identical with that recommended by the
Preparatory Committee,

On Tuesday the Committee had before it two draft resolutions. One
was a 26-power* resolution (A/C2/L363) which more or less accepted the
ECOS0C version. The 17 powerss# spensoring the other one (4/02/1L362)
protested against an attempt to railroad the ECOSOC version through and
offered certain amendments:

(i) They proposed langusge, prineipally in the preamble, which
would keep the idea of Sunfed from slipping into the background
and;:

(11) They wanted the Governing Council to be elected by the General
Assembly rather than ECOSOC (paragraph 13).

There was not much argument about (i), In fact much of the debate
consisted of statements in faver of Sunfed (much as one would make them
against sin), although some delegates had the temerity to say that it
was supposed to be about the Special Fund, On the question of the Govern-
ing Council's election, there were no concessions and no very telling
arguments. The idea that election by the General Assembly would be more
democratic assorted i1l with the regimes of some of its supporters,

Conciliatory speeches were made by the Dutch and Mexican delegates,
On Thursday the delegate from Brazil, which had apparently got on to the
l7-power group on an error, proposed an informal working group from the
two camps to try te reach a compromise, & proposal which was seconded by
the Cuban delegate and welcomed by the Chairman, This did not stop the
speeches,

#Argemtina, Chile, China, Colombia, Costa Rica, Cuba, Denmark, Domi-
nican Republic, France, Haiti, Italy, Iran, Japan, Laos, Liberia, Luxemburg,
Netherlands, Norway, Pakistan, Peru, Philippines, Spain, Thailand, Turkey,
United Kingdom, United States.

#wAfghanistan, Drazil, Burma, Ceylon, Ethiopia, Ghana, Greece, India,
Indonesia, Iraq, Libya, Morocco, Saudi Arabia, Sudan, United Arsb Republie,
Yemen, Yugoslavia,



There were a few observations on other points, but mainly on such
theological matters as the distinction between & large and a small project.
There will be more this week, when the debate shifts from the semi-general
to the particular,

Apart from the Russian bloc, which wants the IBRD out and a Managing
Director with reduced authority from an underdeveloped country, there was
very little reference to the Bank. One exception was an impassioned speech
by the Colombian delegate (Dr. Alvares, former Minister of Finamce), in
which he praised the Bank 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 LOA. and
were referred to the U.3. delegation, which subsequently mentioned the
various proposals it would be making at New Delhi. In a very independent
speech, the Swedish delegate criticized the organization of the Speéial
Fund for being "absurdly unwieldy" and "unnecessarily expensive” and said
that Swedish taxpayers were not in favor of so many "agreeable meeting-
sojourns for the privileged who attend them". She also pointed out that
I.D.A. bore more resemblance to Sunfed than the Special Fund did. There
could be more about I.D.A. this week and, very likely, later when there
is a debate on economic development in general.

U.N. Secre lat and the fund
From conversations with lessrs. de Seymes and Townley, it appears
that the U.N. wants the Speical Fund to get off to a good start, but is

rather short on ideas for projects. They are hoping that the Bank will
come up with some.

Miscellsnseus

There were times when your observer was afflicted with doubts as to
whether he was earning his keep. However he can take credit for one
suggestion, which evidently reached the authorities through the proper
channels (U.8. delegation), although it was not adopted. This was to
pipe in the World Series on one of the 6 simultaneous translation channels
that was not being used,

ce Mr. Sommers
(copy sent to Bank files)

2t C

raf olution 2/1.362 and 1.363; ECOS0C-——Resolutions Supplement No. 1
(B/3169); List of delegates A/C2/199; A/3910 (summary of replies to enguiry
by the 5.G. on contributions); speeches by delegates from Canada, Mexico,
Netherlands, Sweden, U.S., Yugoslavia,

BBKing/33f



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

Geneva, July 2L, 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 private
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 ineluding FAO was injected inté 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 dom.

[Orig. letter in T.A. & L. files under "Special Fund"/

1 e rg



(not for public use)

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

R 58-49
FOR DECLASSIFIEI -
(For consideration by the
EXECUTIVE APR 2 4 2075 Executive Directors at
DIRECTORS’ R Regular May Meeting)
MEETING WBG ARCHIVES
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



File No.:

Sec L] Sa-l?h

UNITED NATIONS NATIONS UNIES
NEW YORK

EC 132/221 (2) 25 April 1958

Dear Mr, Black,

I have pleasure in sending you herewith the Report and
Recommendations of the Preparatory Committee 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 centribute to the Special Fund and I will be inform-
ing the Council at its summer session of the response of
Govermments to this enquiry.

Yours sincerely,
/s/
Philippe de Seynes

Under-Secretary for
Econemic and Social Affairs

Mr. E. R. Black,

President,

International Bank for Reconstruction
and Develspment,

1818 H Street, N.W.,

WASHINGTON, D.C.



UNITED NATIONS

ECONOMIC CEnBRIL
AND E/3098

22 April 1958

SOCIAL COUNCIL

ORIGLIAL: ENGLISH

Twenty-sixth session
Agenda item 4

ECONOMIC DEVELOPMENT OF UNDER-DEVELOPED
COUNTRIES

REPORI AND RFCOMMENDATIONS OF TFE FPREFARATORY

COMMITTEE FOR TEE SPECIAL FUND SUBMITTED IW

ACCORDANCE WITH GENERAL ASSEMELY RESOLUTION
1219 (XI1)

58-09231 L
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Letter of transmittal

15 April 1958

g1,

I have the honour to submit to the Economic and Social Council the Report
and Recommendstions of the Preparatory Committee for the Special 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 Speclal Fund

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

5% The Preparatory Committee for the Special Fund was established by Section II,
paregraph 4 of General Assembly resolution 1219 (XII) of 14 December 1957 and was
entrusted with thé following tasks:l
(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 cperational machinéry‘to be recommended
for the Special Fund, inciuding such changes as may be required in the present
legislation and procedures of tihe 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, peragraph 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 Chaimman of the Technical Assistance Board to forward their views and
suggestions to the Preparatory Commitiee (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.
k., 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:

1/ The text of the resolution is reproduced in Annex 2.



Canada:

Chile:

Denmarks

France:

Ghans.:

India:

Japan:

Mexico:

Netherlands:

Pakistan:

Peru:

Union of Soviet Socialist
Republics:

United Arab Republic:

United Kingdom of Great
Britain and Northern
Ireland:

United States of America:

E/3098
English

Page

Mr. S Pollock, Representative
Mr. Rodney Grey, Adviser
Mr, J. Hadwen, Adviser

H.E. Sr. Jos% Serrano, Representative
Sr. Octavio Allende, Adviser

Mrs. N. Wright, Representative

M. Plerre Charpentier, Representative
M. Jean Denis Turpin, Adviser

M. Gérard Amanrich, Adviser

M. Philippe Marandet, Adviser

Mr. D.A. Chapman, Representative
Mr. F.8. Arkhurst, Alternate
Mr. Y.B. Turkson, Alternate

H.E. Mr. Arthur 5. Lall, Representative
Mr. M, Gopala Menon, Alternate
Mr. M.N. Sivaramen, Adviser

Mr. Masayoshil Kakitsubo, Representative
Mr, Motoo Ogiso, Adviser
Mr, Masao Tto, Adviser

H.E. Sr, Rafael de la Colina, Representative
H.E. Sr. Eduardo Espinosa y Prieto, Alternate
Sr. A. CGonzalez de Leon Q., Adviser

Sr, Agustin Lopez Munguia, Adviser

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

H.E. Mr., Mchammed Mir Khan, Representative
Mr, Niaz A. Naik, Adviser '
Mr. S.A, Karim, Adviser

H.E. Sr. Fernando Berclkemeyer, Representative
Sr. José Encinas, Alternate T

Mr. Aleksei Roslov, Representative.
Mr. Aleksel Sokirkin, Alternate

Mr. Abdel-lloneim El-Banna, Representative
Mr. Aly Fahmy, Alternate
Mr., Adel A, Talaat, Adviser

Mr. R.D.J. Scott Fox, Representative
Mr. R.C. Barnes, Alternate

Mr. Christopher H. Phillips,,; Representative
Mr. William Stibravy, Adviser

Mr. Seymour M. Pinger, Adviser

Mr. Albert F. Bender, Advisger

Mr. Chauncey Parker, Adviser

Mr. William Wynne, ad hoc adviser

Mr. Peter Delaney, &d hoc adviser

5

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

6. The Committee elected the following officers:

Chairmens:  H.E. Mr. Mchammed 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 Bursau of Economic Affairs, and by the
Director-General and the Deputy Director-General of the Technical Assistance
Administration. o

8. The Executive Chairman of ﬁhe Téchnical Assistance Board participated in the
work of the Preparatory Cormittee. The Committee invited representatives of the
specialized agencies and of the International Atomic Energy Agency to participate
in its work. The following agenciés were represénted:

- Bpecialized Agencies:

International Lebour Organisation:

Mr. Jef Rens, Deputy Director-General of ILO
Mr. R.A. Métall, Director, ILO Liaison Office with the United Nations
Mr. 0.S. Seiersen

Food and Agriculture Organization:
Mr. Joseph L. Orr, Director, FAQ Liaison Office with the United Nations

United Netions Educational, Scientigic-and Cultural Organization:

Mr. René 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, VHO 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

g _ : foun
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International Monetary Fund:

Mr. Gordon Williams, Assistant to the Managing-Director and Speéial
Representative to the United NMations

Internetional Civil Aviation Orpanization:
Mr. E.R. Marlin, Director, Technical Assistance Buresu

International Telecommmication Union:
Mr. Gerald C. Gross, Assistant Secretary-General of the ITU

World Meteorological Orgenization:
Dr. H. Sebastian, Chief, Technical Assistance Unit of WMO

International Atomic Energy Agency:

Mr. Andrey I. Galagan, Representative of the TAZA at the United Natione
Mr. Alwyn V. Freeman, Deputy Representative of the IAEA at the Uni%ted Nabions
United Nations

9. The Committee held one public meetingg/ end nineteen closed meetings.éj In
addition, meetings were held by a Working Group which elected Mr. M. Gopala Menon
(India) as Chairman and H.E. Sr. José€ Serrano (Chile) and Mr. Janvid Flere
(Yugoslavia) as Vice-Chairmen.

2/ Bummery Record A/AC.93/SR.l.

The minutes of these closed meetings are contained in documents
A/AC.9% /SR.2-20 which the Cormittee decided at the end of its session
to de=-restrict. :

foun
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Adopfion of the Report and Recommendations

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

i B

In transmitting its report and recommendations to the Economic and Social

Couneil, the Preparatory Committee wishes to express its appreciation of the

compevent and devoted assistance it has received througliout its work from the

Rapporteur and the Secretarist.

4/

The folloving statement was submitted by the representative of the Union of
Soviet Socialist Republies: :

"In the drafting of the recommendstions in the Committee's report in
connexion with paragraphs 4 (a), (b) and (c) of General Assembly -
resolution 1219 (XII), tae representative of the USSR upheld the fundamental
principles which, in his opinion, 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
Perticipate 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 advantagecus conditions as & 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 Benk for Reconstruction and Development, and private
comrercial 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.1/43d.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 Committee's report.

The representative of the USSR also stated that the recomnendations 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,
orgenizational 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."

s
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II. REPORT

The Preparatory Committee had before it the following views and suggestions

submitted in accordance with General Assembly resolution 1219 {XI1):

(a) the views and suggestions of the Governments of Ausiria, the
Dominican Republie, Finland, Jordan, Mcrocco, the Netherlands, Turkey,
China, Israel,=' Cambodia, Norway,z/ the Byelorussian Soviet Socialist
Republic, SPain,§/ Panama, Sweden,< Ceylon, El Salvador, Switzerland,
POland:;Q/ New Zealand,géj the Republic of Korea, Portugal,;gj and the
PhiliPPinesnééj In addition, the statements made in the Preparatory
Committee during the general debate by the representatives of Chile,
France, Ghena, 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 pursuence of
General Assembly resolution 1219 (XII);;E/

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

Nations,£2/ and of the Executive Chairman of the Technical Assisteace
Board;lé/ ‘

BEEEEEERERRY

Distributed as A/AC.93/L.8.
A/AC.93/1.8/Add.1.

A/AC.93 /1..8/nad.2.

A/AC .93 /1..8/0dd.3.

A/AC .93 /1..8/add.12.,
A/AC.93/L.8/Add.13.
A/AC.93/L.8/Add.1k.

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

A/AC.93 /L.8/add.16.
A/AC.93/L.8/Add. 4 to Add.11.
A/AC .93 /L.2.

A/AC.93/L.10 and Corr.l.

P
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(c) the views end suggestions of the Director-General of the International
Labour Office,&%/ ‘the Director=General of the Food and Agriculture
Organization,ég} the Dircctor=Ceneral of the United Nations Educational,
Scientific and Cultural Orgeniz ation,ég/ the Director-General of the World
Health Organization,h-j the Secretary-General of the International Civil
Aviation Organization, 2 the Secretary-CGeneral of the International
Telecommmnication Uniongg/ and the. Secretary=General of the World
Meteorclogical Crgenization;

(d) the views and suggestions of the Director-General of the Internatlonal

ol
Atomic Energy Agency.w =

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

take as a point of departure for its discussicas the views and suggestions
presented by the Secretary-General of the United Nations in document A/AC.93 /1.2
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.connexioh‘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 asgsistance and types of projects

15. Most of the material before the Conmittee relating to bhasic 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

A/AC.93/L.11.

A/AC .93 /L.5.

A/AC.93 /L.,
A/AC.93/L.7.
A/AC .93 /L.6.

A/AC93 /L3
A/AC.93/L.9 and Corr.l.
A/AC.93/L.12.

ERBECEEL
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and the prineciples and criteria which should serve as & guide in establishing
programmes of operation. The Conmittee 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 1qcluded
recommenfiations concerning the forms in which assistance by the Special Fund would
be rendered (peragraph (6)). Examples of types of projects, on the other hand,
searcely lend themselves to inclusion in a legal text. The Committee has therefore
decided to append to its report (Annex 1) an illustretive list of types of
projects based on the replies of Governments, on the views of the Secretgry-
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 1o stress that
this 1list 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 recommendstions 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
Socisl Council end of the General Assembly in the guidance and review of the
Special Fund's operstions (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.

fous
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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 regulsr budget of the United Nations.

C. Extent of willingness of Governments to_contribute to the Special Fund
20. A total of twenty-six Governments referred to the question 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
Assistence had to the total of the contributions to that Programme. This means,
according to the Netherlands Government, that its contribution %o a fund of

$100 million would be approximately 3.3 times the present Netherlands
contribution of $1,092,500 bo the Expanded Programme; a final decision, subject to
parliamentary approval, would be taken after the establishment of the Special
Fund, The Government of Turkey stated in its reply that its contribution to the
Special Fund percentage-wise should not be over the percentage represented by

her present $210,000 share to the existing technical assistance programume,
compared to the total contributions made by all the participants to the programme,
and that this share would be paid in Turkish currency. This will be subject ta
the approval of the Turkish Grand Natlonal Assembly.

21. The representative of the United States, in a statement made at the third
meeting of the Preparatory Committee, gbserved 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 end that
this vas 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 authorizetion of $38 million
as its contribution towards a combined 1959 programme of $100 million, such

Foon
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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 thé 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;gij that at
present they were not in é position to indicate their contribution to the Special
Fund and that consideration wes being given or swould be given at the appropriate
time to this matter;gé/ that they could not make any eppreciable contribution
or could consider only a token contribution or a contribution of their share

of local costs.gz/- 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.gg/

23. The Preparatory Committee concluded that in view of the informatlon before
it and the time at its disposal, it could not carry out the provision of part II,
paragraph 4 (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 concerhing 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 smount of $100 million mentioned in resolution 1219 (XII). The
Conmittee 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

Canade (statement at the third meeting of the Preparatory Cormittee).

China, the Dominican Repuﬁiic, France, Israél, Ghana, Japan, Mexico, Morocco,
‘Norway, Poland, Sweden, Switzerland and Yugoslavia. ' :

Cambodia, Ceylon and the Philippines.
Austria, Finland, Jorden, the Republic of Korea, New Zealand and Portugal.

Joss
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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 Assenbly
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 legislation and procedures

of the Lxpanded Programme of Technicel Assistance
25. The Comnittee 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 liness:

The Ecopomic 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. 1In paragraph (54) of its recommendations, the Committee proposes that

M . seses@ppropriate 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

Josn
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in the resolutions governiﬁg the Expended 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 Commlttee's recommendations provides for the Managing
Dirctor and the Executive Chairman to enter into an agreement concarning the role
of the resident representafives in the work of the Special Fund. The Committee
believes that no change would be required, in the resolutions governing the
Expanded Programme, to permit the Exccutive 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 Programme, to permit the fullest co-operation, the Committee
believes that changes in both thé legislation and procedures of the Expanded
Programme may be reqpired'as a;rangements for co=operation between the two
programmes'ére further developed. The Commitiee suggests that the Technical
Assistance Committee should authorize the Executive Chairman and the Technical
Assistance Board to keep these guestions under review and to make to the competent

organs whatever recommendations may seen desirable.

[oos
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III. RECOMVTNDATIONS FOR INCLUSION
IN A DRAFY RESOLUTION

Te Cuiding;?:inci?;gs and C?itz;%g

P sbu——" i L ¢ - e | o

(1) Pursvent to the proviefons ¢f Comewsl Asserbly resoluvion 1219 (x17) and

rending a possible reviaw tr the Geparal Assembly of Tho soors gl Mebure
activitizs of the Specisl Furd, as egvieaged in purt 1IX of thal resoiviion, the
Specinl Fund shall:

(a) bve a separste fund;

(b) "provids sysitemetic and sustained assistanca in fields eznential

to the integreted Yechrical, ccovomic and socisl dovelopuent: of the

less deveioped counbries”;

(¢) "in view of the resources prospectively cvailable at tihls "

vhich are not likely to exceed $100 million annuelly", direct lic

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 immediate
significance in accelerating their economic development” by, inter alia,
facilitating "new capitel investments of all types by creating conditions which
would make such investments either feasible or more effective'.

(2) In estsblishing programmes, the Menaging Director and the Governing Council
of the Special Fund%/ ghall 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;

(¢) 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

s

facilitating new capital investment;

1/ See paragrephs (8) to (26) below. J s
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(4) due congideration 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
finencial problems likely to be encountered in executing a
proposed project;
(£) due consideration shall be given to the arrangements made for
the integration of projects into national development progremmes 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 Pund shall not be a means of
foreign economic end 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 &8 to facilitate transfer, as
soon as practicable, of the responsibilities of the Special Fund to
assisted countries or to organizations desigﬁated 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 Felds of Assistance and Types of Projects

(5) The Special Fund shell assist projects in the fields of resources, including
the assessment and development of manhpower, 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 80 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. [svs
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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. Organizastion and Management

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

a Managing Director and his staff, and a Consultative Bqard. 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 Couricil shall be responsible for the formulation of
the general rules and principles which will govern the administration and operations
of the Specisl Fund; the review of the operations of the Special Fund on the basis
of the annual reports to be submitted by the Governing Council; end 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 dischargé of these responsibilities,
it is recommended that the Economic and Social Council establish a Cormittee 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.

(ll) The Economic and Social Council shall transmit the report of the Governing
Council, together with its owm comments, to the General Assembly. The Assembly
will review the progress and operations of the Special Fund as & separate subject
of its agenda and meke any appropriate recommendations.

Governing Council

(12) The immediate govermmental 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 gemeral policy guidance on the
administration and operations of the Special Fund. It shall have final authority

3 e
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for the approval of the projects and programmes recommended by the Managing
Director. It shall review the aﬂministration and the execution of the Special Fund's
approved projects and shall submit reports and recommendations to the Economic and
Social Council, including such fecommendations as the Governing Council may deem
appropriate in the light of the relevant provisions of General Assembly
resolution 1219 (XII). ‘
(L4) 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. o
(15) There shall be equal repreaentation on the Governing Council of economlcally
more developed countyies, having due regard to their contributions to the Spec1&l
Fund, on the one hand, and of less. developed countrles, on the other hand, taking
into account the need for reasonable geog;aphlcal distribution among the latter
members.,
(16) States members of the Governing Gouncil 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. ' j gt s
(17) Decisions of the Governiné Council on important Qpeétions shall be made by
a two-thirds majority of the members present and voting. These questions shall
include qpestlons of policy, the approval of projects and the allocation of gunds.
Decisions of the Governing Council on other qpestions shall be made b} a majority
of the members present and voting. %5 K :
(18) The Governing Council shall adopt its own rules of procedure, 1ncluding the
method of selecting its officers.
(19) The Governing Council shall normally meet twlce 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 Go#erning Councillshéll meke appropriate arrangements in its rules of
procedure for the representatlon of the specialized agencies, the International
Atomic Energy Agency and the Executive Chairmsn of the Technical Assistance Board.
To this end, it shall take due account of the practlce followed by the Economic
and Social Council. sy
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Managing Director.

(22) The Special Fund shall be administered by a Menaging 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 Coverning Council projects submitted by Governments. 7

(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 &
shorter period. He shall be eligible for regppointment.

(25) Appropriste arrangements shall be made for the participation of the Managing
Director in the Technicel Assistance Board.

(26) The Managing Director shali establish and maintain close and continuing
working relationships with the specialized agencies concerned with those fields
of activity in which the Speclal 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 Consultetive 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 exsmination 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 of 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 meke, as appropriate,
arrangements for representatives of the dpecialized ageﬁcies and of the
International Atomlc Energy Agency to berinvited to the deliberations of the
Consultative Board when projects falling mainly within their fields of activity

sre considered. |

(29) To facilitate the field co-ordination between the Special Fund and the Expanded
Programme of Technical Assistance in the countriles 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. o Fa sy



E/3098
English
Page 21

Staff

(30) The Managing Dirécfb; éhail be assisted by s small group of officials to be
selected by, or in consultdtion with him, on the basis of their special competence.
(3L) For other services, the Managing Director shall rely as far as possible on
the existing facilities of the United Nations, the specialized agencles, 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 expenseés are involved. The Managing Director may
also, as required, engage expert consultants.

V. Procedures

A. Sources and formulation of requests

(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 2ll 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 Emergy 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 sball 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 inadesquate. i



E/ 3098
English
Page 22

(36) On the basis of the evaluatlon of project requests, the Managing Director
shall periodicelly develop programmes for submission to the Governing Council. In
developing his recommendamions to the'Governing Council, he shall consult the
Consultative Board establzshed undey patragreph (27) above.

(37) The Menaging Director shall, at the request of the Government or Governments
waich have submitted such progects, submit to the Governing Councll for its
consideration & report on grogect requesﬁs which he has been unable to include

in his programme. ' ‘ . : :

(38) e Governing Council shall examine the prcgrammes and progects 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; (¢) a proposed budget showing the financial
implications of the project in their entirety, including a stgtement 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 ﬁirectof and authorize him to cénclude 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 Menaging Director shall also be authorized to contract

for the'services of other agencies, private firms or individuel experts in the

cases mentioned in paragraph (35) in fine.

(hl) Arrangements for the execution of projects shall be subgect to the approval
of the requesting Govermnment 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. g

(42) Where requests for assistance fall within the sPhere of two or more
organizations, arrangements ‘shall be made for: -Joint executlon by the crganizationl

concerned and for proper co-ordination. .-

fans
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(43) The Managing Director shall make appropriate arrangements to follow the
execution of projects. : ; ... _. g

(k%) The Managing Director shall report to the Governing.Cbuncil on the status

of projects and the financial posiiion 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 voluﬁtary
contributions by Governments of States Members of the United Netions, or members of
the specialized agencies or of the International Atomic Energy Agency. The

Special Fund is also authorized to receive donetions 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 norﬁaliy 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 couference
at which CQovernments 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 reaSOnabl& short period, indicate
the division of its contribution between the two programmes.

(48) Contributions shall be made by Govermmentsin currency resdily usable by the
Special Fund consistent with the need for efficiency and economy of the

Special Fund's operations, or shall be transferabvle 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 &f
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, efficilency
and economy of the Special Fund's operations. The Governing Council shell also
consider what action mey 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 limitetion as to use by a speclfic 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 prograrmes shall be developed on a project basis, there should be no
apriori 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 paysble in local currency. This general rule may,
however, be waived in the case of countries deemed firancially unable to make even
a local currency payment,

(54) The Special Fund shell be governed by financial regulations consistent with
the financial regulations end 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 Menaging Director, for approval by

the Governing Council, after review by the Advisory Committee for Administrative
end Budgetary Questions, In the preparation of these regulatiorns, account shall
be taken of the special requirements of the Speclal Fund'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
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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 goatributions 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 Natiomns, the
Executive Chairman of the Technical Assistance Board and the executive heads of
the specialized asgencies and the International Atomic Energy Agency in response
to General Assembly resolution 1219 (XII), and on the statements and suggestions
O?.representatives of the member Govermments of the Preparatory Committee. The
list is by no means exhaustive and should be considered only as illustrative.

t 1s in no way intended to limit orrdetermine the operations of the Special Fund.
Tae order in which projects are listed is not intended to suggest any priorities.
Morzover, it may well be that many projects will combine several of‘the“elementq:;“
enumerated below; for example, demonstration centres may be operated iﬁ‘ |

conjunction with other training and researph 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
memmMﬂﬂkdwwwswﬂd%ﬁﬂhbemﬁmwm

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 matural resources

i 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 photograpby, mapping, mineral

and forestry explorations.
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24 Establishment of institutes, regional or national, to conduct
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.

~Human resources

1. General surveys relating to the mobilization of human resources

and socilal aspects of development.

i2e Assessment of manpower resources and potential labour supply,

especially from surplus agricultural populations; surveys of
composition and distribution of ?opulation, 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

Tndustrial resource development (see also I above). Research
ipstitutes for investigation into technological problems connected
with the development of indigenous raw maeterials, such as industrial
use of minerals and timber, use of local sands for glass and cement;
including research into marketing problems,

Programmes for vocational and supervisory training, management
training and advanced technological instruction, including
institutes, apprenticeship and other forms of in-plant treining,
the establishment of centres for dissemination of technical
information. :

Pilot and demonstration projects in connexion with commercial
development of indigenous raw mauerials;'e.g. experimental plants
for processing of agricultural and fofestfy products and other raw
materials; demonstration centres for éottage) 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, natiomal 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.

IiT. 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 end forestry
techniques, including establishment of demonstration farms and
assistance to the organization of co-operatives; specialized
training centres for agronomists, forssters, agricultural economists;
provision for dissemination of technical and sclentific documentation.

C. Pilot schemes and demonstration centres for irrigation, drainage,
polders, agrometeorology, and lard use and conservation; including

experimental work with mechenized fishing vessels.

IV. Transport and communications

A. Surveys of transport and communications reguirements.

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

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

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

A Surveys of housing and other building fequirements.

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 suprly and environmental
sanitation. :

B. Training institutes for personnel'in fields such as sanitary
engineering and public health administration. X

C. Health demonstration and pilot pfojects directly related to economic
and social development, including'fhe provision of eguipment 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.

VIIT.Statistice:

Establishmént of statistics and survey research institutes to train
administrative and technical personnel in handling data required for
policy formulation and in epplying suitable methodology for developing

such date, including particularly survey and research methods adapted to
evaluating material and bhuman rescurces required for eccpomic 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, asdministration of public

enterprises.
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ANNEX 2

Text of General Assembly resolution 1219 (XII)

The General Assembly,

In conformity with the determination of the United Nations, as expressed in
its Chartér, 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 accelereted development of their economic and

social infrastructure,

Recalling its resolutions on the establishiment 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, g

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

legislatures and on an annual basis,

I

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 finall/and su,pﬁlementaryE reports prepared in accordance with General
Assembly resolutions 923 (X) of'9 December 1955 and 1030 (XI) of 26 February 1957;

L.

‘1. Decides that, subject to the codditions 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 wouldi-provide systematic and sustained assistance in
fields essential to the integrated technical, economic and spocial development of
the less developed countries, ; e '

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 progremmes 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 end equipping -- of
training institutes in public administration, statistics and techndlogy, and of

agricultural and industrial research and productivity centres;

3. Considers that while, without impairing ‘the separate identity of the
Special Fund, the fullest possiblé-use should be made of the existing machinery
of the United Nations, the ‘specialized agencies -- including.thé existing
internationsl financial institutiods --‘&nd the Expanded Programme of Technical

1/ A/3519 - E/2961,
2/  A/3580 - E/2999.
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Assistance, the Special Fund will require some new administrative and operational
machinery;

k. Dpecides to establish a Preparatory Committee composed of representatives
of sixteen Gﬂvarnments 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;

i 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
wvilling to contribute to the Special Fund;

8. Invites the Secretary-General, the exscutive 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 tc 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 forward to the establishment of the Special Fund as of
1 January 1959; § ' caia

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; : u R

EDL
Decides that as and when the resources prdépectively available aré
considered bf‘the General Assembly to be sufficient to enter into the field of
cepital development, principally the development of the economic and social
infrastructure of the less'developed countriéé, the Assembly shall review the
scope and future activities of the Special Fund end take such action as itrmay

deem appropriate.

730th plenary meeting 1% December 1957

ANNEX

1. The Special Fund shell be & multilateral fund of the United Nations,
with financial resources prinelpally 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 tpe.Special Fund shell be given only to projects which
would make a contribution to the economic development of the requesting country
or couﬁtries. The operations of the Fund shall be in conformity with the
principles of the Charﬁer of the United Nations and shali ﬁqt be influenced by
political considerations. '

3. The Special Fund ahall be administered by a chief executlve offlcer
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 membershiﬁ or tﬁe executive body shall be equally
distributed between two groups, one consisting mainly of major contributing
countries and the other comsisting mainly of less developed countries. Each
member of the executive body shall heve one vote. Declsions of the executive
body on questions of policy, including the allocation of funds, shall require a
qualified majority vote.

-----
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Report
of the Meeting of the Preparatory Committee for the Special Fund

(11th March - 15th April I1958)

-

Under the Chairmanship of Ambassador Mohammad MIR KHAT (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 I957
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 (Ccanada, 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, ICAQ, ITU, WMO and TAFA, The
UN Secretariat was represented by the Deputy Under-Secretary for Eenomic and Social
Affairs, the Director of the Bureau of Economic Affairs; the Director=General of TAA,
and the Executive Chairman of TAE.

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, etec.. These projects could take the form of surveys, research and training,
pilot projects, etc.. The Committee felt that examnles 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 3 to the
urgency of the needs of the recouesting countrics; 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 supportig,
Tn this connexion three specific issues were considered : 2) that appropriate provision
be made for an exchange of currencies between the EPTA and the Special Fund; b) there
shotld 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 oi the resident represent-
atived in the worlk of the Tund; and c) the Fandtsg Director should attend mectings of TAB,
On the latter point, & draft resclution was submitted for the consideration of that ses-
sion of ECOSOC which would meet after the Tund wés established. The draft proposal sug-
gested that the Managing Director of the Snmecial Fund be crtitled to atiend meetings of
TAB, in order to ensure fullest so-crdination between bthe two operations, The Committee
felt that while in the initlal period of the Fund's operations, no further legislative
or procedural changes in the EPTA appeared necessary, such changes may be recuired as
arrangements for cooperation between the two progrims are further developed.

2e 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 bagis of assessments as exist for the regular UN
budget. Projects shall be undertcken only at the request of a Government or Governments
eligible to participate in the Fund, and projects ghall be executed wherever possible by
the UN, Financial resources shall be from voluntary contributions by Goverments growing
out of an anmual pledging conference.

The USSR favoured loans, while the US preferred grants-in-2id as the better finan-
cing procedure. A-compromise formilation was worked out "authorizing the Coverning
Council to consider allocating part of the resources of the Fund for assistance on a
refundable basis at the request of CGovernments 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
Assenbly as the elective organ, while countries 1like France, UK and US were equally firm
that BCOSOC should elect the members of the Governing Council. Other members saw advant=
ages on both sides. There was also considerable dehate regarding the Managing Director's
staff. An Indian proposal amended by the Hethorlends was finally adepted which stated
that the staff should be selected by or in conmultation with the Managing Director on
the bagis of their special competence, With respeet to the establishing of a Consult-
ative Board, there was also disagreement. Countries like Ghana, India, Mexico, UAR,
USSR and Yugoslavia felt such a Beard was not necessary, while Canada, France, Nether-
lands, UK and US favoured its establishment.

In a rell call vote on 1 April it was fipally decided that the members of the
Governing Council should be elocted 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, @hana, Yugoslavia, UAR, USSR, Peru) and 2 countries

abstained (Chile, Mexico).

Thus three main organs were established, subject to final ECOSCC and General As-
sembly approval

a) Governing Council consisting of 18 countries to be clected by ECOSOC for a term of
3 years, subject to re-election, This Council shall provide general policy guidance
and exercise immediate government2l control. of the policies and operations of the
Special Fund. This Council shall normally meot 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,

¢) Managing 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 consultatlon 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 25 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 approximatecly & 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 net be over the percentage represent-
ed by her present EPTA share of § 210,000, subject to approval by the Turkish Grand
National Assembly. The US spoke of making available g 38 millions in I959 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, Isracl, Ghana, Japan, Mexico, Morocco, Norway, Poland,Sweden,
Switzeriand and Yugoslavie 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, Finiand, Jordan, Republic of Korea, New Zzaland and Portugal stated they would
be unable to contribute at present.

Tn view of’ this information, 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 Commitiee also decided to request the
Secretary-General to bring to the attention of Governments the desirability of making
the highest possible contributions. The hopec 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.

Adopticn of Repart and Recommendations

The Committee felt it would be useful to present its recommendations in a form
which would facilitate their inclusion 4in 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. IHoreover contributions should be voluntary
and payable in local currency or in kind; loans should be granted on advantageous terms
as a form of assisbance from the Fund to underdeveloped countries; the Fund should be
an independent UN organ and not subcrdinate to the IBRD; and private interests should
be excluded from the Fund's activities.

ICC Observer : Roberte M. LUSARDI (ICC'!s permanent representative at United
Nations, New York),
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(Item II of the Agenda)

Proposals
submitted by the Japanese National Committee of the ICC

I 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-cight 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
sespect 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, (4) restric-
tion of employment, and (e) treatment of foreign investment in case of natlonallzation.

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 is 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. TFor example, there are
IMF's survey on the exclange restrictions in force in various countries, the U.S. Depart-
ment of Commeree's survey on various countries, ECAFE's and ECIA's data, ete, It is
necessary and very beneficial for ICC to make 2 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.

+ o+ o+




Treatment accorded tc oreign investments in selecteév nntries
(1) (2) i (4) (5) (6) (7d - (8)
Iaws or Restriction Restriction Remittance Restriction Regulation Competent
Countr policy on fields on foreign Profit or Pednaingl on concerning authorities
el statements of activity  shares interest H employment  nationalimtion '
Central and South America
llexico None None below 49% in free free 90% except None Ministry
case of broad- for director of Foreign
casting, trans- & engineer Affairs
portetion,
fishery ete,
Guatemsla None Scme below 30% in free free 90% except None
case of bevers - for director
age industry & engineer
Honduras None None free free
El Salvador Yone below 50% to free free 90% except None
receive the for director
application & engineer
of Industry
Promotion law
Nicerague Foreign Ca- Almost None free free 75% except lone
pital intro- none for director
duction Iaw & engineer
of 1955 )
Costa Rica Hone In case of 10% in case permission 90% except Hone
epplication of of applic- is necessawry for directar
the same rate atiom of the only when and engineer
as at the time same rate s official
of investment at the time rate is
of principal of investment appHcable
of principal
Paname. Hone HNone None free free None None
Dominican None None None free free 70% lone
Republic

Daoe. 1131/ 79
(9) E, only)
Incentives far
new industries

exemption from tax
under New Essentiael
Industry Fromotion Leaw

Tax exemption for
ten years under
Industry promotion
Law of I947

Tex exemption for
5 years

Exemption from
import customs duty
& other taxes

Exemption from
import duty on
machinery for

new industries

Teax exemption or
reduction may be
given to certain
industries



(1) L wic] (3) (4)
Cuba law concerning None None free
tax exemption
for foreign

capital
Venezuela None None Hone free
Colombia foreign capital Tione lone free
introduction

lavw of 1952

Peru regulation for None ships 35% free
the establish- petroleum 70%
ment of corpor- insurance 50%
ation by
foreign capital
Chile Foreign capital None free
introduction except for
law of 1954 government
undertaking
Bolivia foreign capital None None 15% per
introduction year
law
Paraguay foreign capital None Nomne 20% per
introduction year
law
Brazil SUMOC directive None Hone

113 and others

Urugney None None Hone free
Argentina Circular of Nene None free
Central Bank

T
(5) (8) )
free 50% None

free 75% only when the

non-official

side wents to

terationalized

free 80% for direc- compensation

tar & engineer, will be made
90% for others for expropria-

(8)

Supervisory
Buresau for

tion (constitution)
free 80%
after 5-year 85% YNone foreign
holding capital
period 20% committee
per year is
remittable
20-30% None Finance
per year MEnistry
20% per None for first None Central
year - five years Banlk of
Paraguay
More than 2/3 None Currency
(seme with stabiliration
paymont of wage) Committee
free None
after 10=-year None Tone Central
holdingperiod Bank
10-20%

Doc. 111/79
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Stock compeny

Tax exenption

for 10-20 years,
Import duty will
be exempted in
case of foreign
_investment in kind

20% income tax

exemption and

import duty for
5=10 years

Fgrei%n Cepital
will be treate
on same footing
with domestic
capital

(E. only)



South Bast Asia (1) (2) (8)
Philippines None except  below 40%
constitution for publiec
utilities
Indonesie government Hone cxcept  below 49%
sinsennt EE P for oy
and traditim- Iindustries
8l small
ent rprises
Viet-Nam Government subject to
statement approveal
Cambodia Foreign ca- Bon is below 50%
pital intro- placed on
duction law 18 indus-
tries
Laos Government below 49%
statement
Theilend Industry Some indus-  below 49%
Promotion tries will be
Taw placed under
State manapge=-
mexc
Japan Foreign Ban is placed None
Investment on some
Law industries
Malaya None subjeet to subject to
: administrative adminis-
guidance trative

guidance

(4)

1% per
year

subject to
epproval
36% per
year is
remitteble

Below 8%

8=10% per
yes.r

subject to
aprroval

subjeet to
approval

subject to
approval

(5)

10% per
year

Subject to
approval

5% per yeear
is remittable

after 4-year

holding

period beslow
6% per year is

remittable

10% per
year

subjeet to
approval

subject to
approval

subject to
approval

(8) )

60%

compensation
will be made
for revenue
(constitution)

Consent is re-
guired in case
of nationaliz-
ation, Appropr-
iate compensa-
tion will be
made for ex-
propriation

None

compensation
will be made
for expro-
priation

compensation
will be made
for expro-
priation

None

None Tione

None compensation

will be mede
for expropristio

subject to
adminis tra-

tive guidance

(8)

Netional
Economic
Council &
Central Bk,

Foreign
Capital
Committee

Ministry of
Fconomics

& Nationel
Department
Planning
Council

Exchange
Bureau

Industry
Encourage=-

ment Camittee

Dee, 111/79
(9) (E.only)

Tex exemption
for new egsen~
tial industries

Tax exemption
will be consi-
dered

treated in tax-

ation on the sems

level as its own
nationals

treated in tax-

ation on the same
level as its own
nationals

Finence Minise~

try & other

competent
authorities
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Doc, 111/ 79 (E.only)
(1) (2) (3) (4) - (8) (6) (7) (e) (9)
S Government limitation below 40% subject to subject to 25% for high mnationaliz=- Ministry of
Statement on military approval epproval officials & ation for Mining and
and atomic engineer limited years Industry
power industry
Fiia Government limitation on below 49% subject to subject to some nationalized Ministry of
stotement militery & approval approval industry will Industry
atemic power be decided in Ministry of
industry 1958 Mining
Alon  Govermment below 49% subject to subject to 50% for high compensation
statement approvel approval officials & will be made
enginesr for cexpropr-
100% for iation
others
Tgzan  Ordinence lone unless None subject to after Z-year not natiomel- Ministry of
for foreign- otherwise approval  holding pericd ized in case Economics
er's invest- stipulated below 15% Subject to ap=- 50% or more v
ment , proval below of capital is
15% is remit- foreign capital
table
15CEs East and other areas
£¥hanistan Foreipgn None subject to subject to Foreign Preference will
capital intro- approval approval Capital be given to
duction law Commi ttee Industry, Mining,
Public Utilities,
F‘a.rming,'l‘ransgort-
ation in whic
foreign capital
will be treated on
the seme footing
with domestic ca-
pital.
fozey Foreign capi- None for the None None None None Ministry tax exemption
tal introduc- industries for ¢ . of Commerce and other
tion promotion which monopoly ivilones
law is necessary Pr £
“san  Foreign capi- Fone None 15% per 20% per None Appropriete Foreign
tal intro- yeer year compensation Capital
duction law i will be made Comni ttee
for expro-

priation



“gypt

reetce

Fiperia

mion of
Jouth
Lfrica

(1)

foreign
capital law

forelgn
capital law

government
statement

govermment
statement

(2)

None

None

Some indus=-
tries ore
designated

subject to
approval

(3)

None

None

None

subject to
approval

(4)

10% per
year

12% per
yeor

None

free
after

approval

- 5 e

(5)

after S5-year

holding
period 20%
per year

after l=year
holding
period 10%
per year

None

free
after

approval

(6)

None

None

(7)

None

None

None

(8)

Foreign
Capital
Committee

Ministry
of Lieison

& Coordin-
ation

Source : Ministry of International Trade & Industry, Current Situation and Problems of International
Econcmic Cooperetion (in Japonese); 1958, PP. I53-156,

For Japan, Ministry of Finence, Guide tc Laws Relevant to Foreign Investment in Japan, 1954,
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forelgn capital
will be treated
on the same
footing with
demestic capital
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et Sl M e Extract
from the official Repocrt 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 I958.

"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
te come together under the suspices of the United Nations organizations
and draw up, in consultaticn with representatives of potemtial leader coun=-
tries an international charter to regulate the treatment of that capital.
The charter would have the cbject of safeguarding the legitimate rights
and interests of forelgn 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 woeuld allay any
fears that private foreign investment might interfere with that country's
sovereignty and national interests".
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| PROVISIONAL AGENDA | - , i
TR ok akopi bl INTERNATIONAL FLOW OF _PRIVATE CAPITAL
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adopted by the General Assembly of the United Nations
' on 1llth December I954

-

The Genefél 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 develcpment
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'iﬁternational trade and continued progress towards
wider convertibility of currencies will be conductive to a greater flow of such invest-
ment, ' i : c3 ]

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 pfivate 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;

¢) 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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(1) Bconomic 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 contlnulng efforts by countries able to export capital to

a) Re-examine, wherever necessary, domestlc policies, legislation and administrative
practices with 2 view to encouraging the flow of private capital to capltal-importing
countries;

b) Ensure to potential investors the availability of the fullest p0551ble information
on foreign investment opportunlties and on the conditions and outlook for 1nvestment in
individual foreign countries; -

¢) Ensure to capital-importing countries (1ncluding flrms 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;

2 Reuommends contlnuing efforts by the capltal-exportlng and capital~importing
countrles, where appropriate, to take such other steps as may be feasible and mitually
‘acceptable to stimulate the flow of capital to underdeveloped countries and more espe-
cially to :

a) Negotiate appropriate treaties, agreements, or other arraﬁgements;
- b) Negotiate treaties on double taxation; ;

... ¢) Negotiate agreements, if consistent w1th natlonal laws, pr0v1d1ng for ‘the insur-
ability of certain non-business risks;. ' -

4. Recommends further that capital-importing and capltal—exportlng countries
consider the desirability and feasibility of establishing investment corperations in
individual countries designed to encourage the participation of prlvate investors;

5. Declares that, in order for new foreign investments to be an-effective con-
tribution to the economic development of the underdeéveloped countries, it is advisable
to take intc 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 govermments 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 Eccnomic and Socidl 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 Recenstruction and Development and by the International
Monetary Fund for promoting the international flow of private capital.
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WBG ARCHIV 33
The Commission on Foreign Investments and Economic Development of the International

Chamber of Commerce met at International Headguarters, ParisS on 10th and 1lth July I958,

under the chairmanship of Sir Jeremy RAISMAN (United Kingdom

s assisted by Dr. h,c.

Hermann J. ABS (Germany), George S, NEBOLSINE (U.S.A,) and S. VERNOW SMITH (Australia),
Vice-Chairmen, by Professor Pieter KUIN (Netherlands), Rapporteur, by Mr. Walter HILL,
Secretary General of the ICC, and by Mr. Richard BARTON, Secretary 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 Tnternational Bank for Reconstruction and Development (IBRD) and the Inber-

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 IBED

and IFC and expressed the hope that there would be continuing close and fruitful colla=-
boration between those two organizaticns and the ICC,

I.

(A complete list of those present will be found at the end of this Summary Record, )
+ o+ o+

Summary of Decisions

.

INTERNATIONAL AGREEMENT ON PRIVATE INVESTMENTS : FOLLOW-UP OF RESOLUTION No.3 OF

THE NAPLES CONGRESS

The Cormission adopted the recommendations submitted to it on this sub-

jeet by the Chairman and Officers, as follows :

a) Any direct approach by the ICC to the Economic and Social Council of the

b)

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,

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
unoffiecially government opinion on this score.
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¢) Another constructive step toward the same general objective would be the
adoption, by the Furopean Economic Commnity 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 govermments and
public bodies on the otheér, which would be acceptable to both parties.

II. PROPOSED COMPARQTIVE STUDY OF LAWS AND REGUIATIONS GOVERNING PRIVATE FOREIGN
INVESTMENTS IN UNDERDEVELCPED COUNTRIES

After conslderation of the Japanese propesal (Document No. 111/79) and of similar
proposals made by the Indian National Committec 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 Rapperteur 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.

ITI, DEVELOPMENT BANKS

After consideration of Professor XKUIN's memorandum (Document No. 111/75) and of
additional information given by Mr. Davidson SOMMERS and Mr, NEBCLSINE, the
gommission reguested its Rapporteur to prepare a draft resolution on this subject
for submission to National Committees. When circulating this draft resolution,
International Headquarters would ask Naticnal 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's 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 develcpment and ex-
tension of initiatives of the kind described in Professor KUIN's two reports.

V. DEVELOPMENTS IN THE UNITED NATTONS

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 I957 (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).
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Points from the Discussion
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INTERNATIONAL AGREEMENT ON . PRIV“TE INVESTMENTS : FOLLOW-UP OF RESOLUTION No.3 OF THE
NAPLES CONGRESS

In the course of the discussion of this item of the agenda, Mr. Davidscn SOMMERS
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 cof 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 alsoc
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,

Mrs 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. Althcugh these disputes often turned on a question of assessing come-
pensation, they werc by nc means all confined tc the field of international investments
properly so-called. They also arose in connection with the contracts 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 reccoursc 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 placec for some new machinery to deal with
cases of this kind and he supgested that the ICC might investigate, in consultation with
the United Wations Secretariat and interested prlvato organizations, the possibility of
creating the machlnery needed.

-

PROPOSED COMPARATIVE STUPY OF LAWS AND REGULATIONS GOVERNING PRIVATE FOREIGN INVESTMENTS
IN UNDERDEVELOPED COUNTRIES

Mr. Yoshinari SAJIMA (Japan) explamed the sus vestlons made by the Japanese Naticnal
Committee in Document No. 111/79. He emphasized the foreign investor's need for reliable
information on the laws and reégulations 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 purvose of supplying much of the information required and at the
same time making a roallutlc appraisal of the pr1nc1ples contained in such documents as
the ICC's Code. :

M., 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 serutinize each clause in terms of whether or not they gemuinely served the pur-
pese 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 restricticns. Mr. Davidson
SOMVYERS replied that the idea had often occurred tc 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. Tt would be
a major academic exercise, but would not supply half of the material requireds 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 aceess 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 cmbarrassing 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 KUIN's fear of embarrassing
National Committees, he felt sure that his own country would be perfectly prepared to
act as a guinea-pig if the Commission sc desired.

Mr. Michel HOMOLLE (France) agreed with those speakers who had emphasized the im-
pertance of actual practice and administration, Nevertheless, it was essential to have
sound legislation as a foundation. He felt that a comparison of laws and regulaticns
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 2 novel channel
for promoting private enterprise and investments. They represented an interesting combin-
ation of government assistance and private initiative.

Mr, Devidson SOMMERS 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 stimlate
international private investments. This would only be so if the yield were high enocugh
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 were already doing business with the particular coun-
try in guestion,

Dr. ABS and Mr., TUPPER BARRETT (USA) wondered whether the study should not be ex~-
tended tc cover institutions such as the Commonwealth Development Finance Company, the
Charterhouse Investment Trust Ltd., Barclay's Overseas Development Corporation, etc...

The RAPPORTEUR 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 EARTICIPATION OF WAGE EARNFRS, EMPLOYEES AND CONSUMERS IN INVESTMENT lCTIVITIES

Dr. H. BOLLER (Austria) urged that in view of the great interest arousecd by the
inquiry, the ICC should not simply publish a brochure but should alsc state why ik
attached importance toc the extension and development of initiatives such as those des-
cribed in Professor KUIN's two repcrts, He proposed that a resoluticn 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 te the Commission for approval. There was one point on which he would require
the guldance of the Commission. He personally had doubts as to the advisability of
‘'issuing shares to workers, particularly when the shares were issued by 2 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 alsc 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, anu
only one hundred out of fourteen thousand employees tock 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,

V

o

 PLACE OF NEXTMEETING

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 oceasion 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 suge
tion would however be referred to the Secretary General for consideration on some future
occasion,

- ——— i - -
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April 18, 1958

Sir Alexander MacFarquhar
Post Office Bex 618
Bangkok, Thailand

Dear Sir Alexander: .

Thank you very much for your "Personal" air letter of 19
March that I received upon my return a couple of days age from
a month's visit in Zgypt. I am grateful for your kind remarks
about our Mekong report and for your recommendation of me for
membership on the Board.

I appreciate your interest in the post of Chief Exeemutive
Officer to the Special Projects Fumd, In my opinion, you are
eminently fitted 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 been 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 MacFarquhar and tell her
that I wear that beautiful tie often.

With best regards,
Sincerely,

Re L. Wheeler

RAkWheeler :1fb
ecct Files



March 19, 1958

Dear Mr. Brunie, /

Thanks for your note of Mareh Lth which I
found on my return from Europe. I have no definite
plans to be in New York, but it is quite likely that
I will be coming up during the next several weeks
and if T do I will get in touch with your secretary
to see if we can have a talk. T am sure that I will
be able to arrange to see you at your apartment.

Yours sincerely,
é‘
{Signed) Davidson Sonme

Davidson Sommers
Vice President

Mr, Henry C. Brunie
President

Eapire Trust Company
New York, W.Y.

DS /km
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before the U.N. Preparatory Committee on the Special Fund, at the request
of the Committes, on March 12, 1958

————-

I would like to make Just s brief statement at this time on behelf
of the Intermstional Bank,

The Bank welcomed the decision taken by the General tasexbly last fall
to sstablish the Special Fund, ¥e share what I bDhlfeve i the gonmeral view
thet, properly organdzed snd memaged, sueh & fund can meke o substamtial
contribution to the developuent of the less develoood coumtries. Certainly,
in the Sunk's wmperience, the lack of factual date and of technicel skills
has been one of the roal chstaclos to the fornmlation of proper development
programs amvi to bringiag specific preductive projects up te Lhe peint
wvhers thay ave resdy for finsneing. The Syecial Fund, partieulerly through
ito projesed survey ressarch and cducational activities, should be asble
to help substantislly in remedying this lesk. We think its sctivities will
not only be valusble in themeelwes but should fseilitete the very type of
development finsncing in whieh the Hunk is engaged.

Beeause of ¢ur comviotion that the propesed Upecisl Fumd csn, properly
orgenised and nenaged, sake sech & resl eontribution, the Hanagesent of the
Seank, and 1 think 1 ean alse falrly say the Hank's Lwoutive Dipectors, are
of the view thet the Bank should stand ready to assist the Pund, Lif recuested
to do so, in any appropriste way which aposars likely to be sffective and which
calls only for sush action by the “snk es is witidn the fie)d of our coupstonce
and is consistert with the busie charscter of our constitutiom. ‘e have not
subud tted any peper to the Cammdttee becsuse we have no [ixed rropossls to
sdvance as Lo the nodure or form which co-operetion between the Bank snd the
Special Pund might take., These are matters which you will be discuseing here
during the coming days ond, 1f the Commdttes wishos, we will be glad to exprese
4 view at any apmropriste stage in your deliberations with respect to any
specifie propossls which you msy be considering.

lummwm.m,mummmmmm i
1



March 10, 1958

Mr. Henry C. Brunie

President, Empire Trust Company
20 Broad Street

Hew York 20, N.Y.

Dear Mr. PBrunie:

This is to let you know that Mr. Sommers
is on a short trip to Purope just now., Ve ex-
pect him back in Washington on March 17th and

your letter of March hth will be brought to his —
attention then.

Yours sincerely,

Secretary to Mr. Sommers

Files: Mr. Sommers' first letter was
dated Maxek Feb. 5th, enclosing
a UN paper
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March 7, 1958

Ref. Yours EC 132/221(2)

Wre Ralph Townley

Speaclal Assistant to the
{nder-Secratary

Department of Feonomic and
Boeial Affalire

United Nations - Bm. 29260

New York 17, N.Y.

. o }
Dear Ralph: Gudasad w1 B T
I wish to scknowledge mcaipi »f and to thank you for
your lettar of 28 February 1958 enclosing thrae copies of the
Secretary-General's paper on the Special Fund,

Singerely yours,

Enrique Lopes-Herrarte
Tiaison Officer
Technical Assistance and Liaison Staff
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Mr. Shoaib March L, 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 teo
the effective operation of that Fund. The more important points that
occur to me are these:

1. I bellieve that the governing body should be in the nature
of a board of directors rather than of a politiecal 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 govermments,
whether or not members of the U.N.

(b) It should be 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 2 number of govermments appointed as their members on
the governing board theilr Exeeutive Directors for the Bank,

(e) It should meet in private, not publie, sessions and its
meetings should normally last e 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 sppointment of men of stature to the board but
also to avold importing into the board's deliberations the
existing TAC pattern. If it is desired to have the same
intergovermmental body review the Speeial Fund and the
technical assistance program, this could best be done by
putting the proposed new board in charge of both and either
dlling of f TAC or letting it die on the vine.

2. There should not be any elaborate system of govermmental de~
bates superimposed upon the deliberations of the governing board since
this would draw the Special Fund unnecessarily intc the political arena
and unduly divert the attention of its operating staff. Speecifically,
an anmual debate by ECOSOC and by the Second Committee of the General
Assembly would seem sufficlent and a three-tiered review (TAC, ECOS0C,
General Assembly) should be avoidéd if possible.

RHD:tf
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March 3, 1958

Sir Herbert Broadley

Deputy Director-General

‘Food and Agriculture Orgamization
Viale delle Terme di Caracalla
Rome, Italy

Dear Herbert: A

Thank you for your letter of February 21 enclos-
ing a copy of the FADO 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 "

RHD:tf



March 3, 1958
Mr, David A. Morse

. Director-General
International Labour Office
Geneva, Switzerland

Dear Mr. HOI'IB:

In the absence of Mr. Black, who is on a trip abroad,
I wish to ledge receipt of your letter to him of
February enclosing three copies of an II0 paper concern-
ing the United Nations Special Projects Fund. We have
exanined 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.

Sincerely yours,

Ri H uth
Director
Technical Assistance and Liaison Staff

r
o
~
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INTERNATIONAL LABOUR OFFICE BurEaUu INTERNATIONAL D17 I RAVAIL

GENEVA 21. ". 1958

Dear lMr. Black,

As you will recall, Besolution 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 sgpecialised agencies
to submit their views and suggestions concerning the
proposed special projects fund to the Preparatory Committee
established by that Besolution.

3 I enclose herewith three copies of the paper concerning
this resolution which will be submitted to the Governing
Body of the I.L.0. 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.

se . Man , 3,






INTERNATIONAL LABOUR OFFICE

BUREAU INTERNATIONAL DU TRAVAIL

OFICINA INTERNACIONAL DEL TRABAJO ;
G+Bs138/1.0./D.2/6

GOVERNING BODY 138th Session
CONSEIL D'ADMINISTRATION
CONSEJO DE ADMINISTRACION

&eneva,
February-Marech 1958

INTERNATIONAL ORGANISATIONS COMMISSION DES ORGANISATIONS COMISION DE ORGANIZACIONES
COMMITTEE INTERNATIONALES INTERNACIONALES

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
1s 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.0. to the Achievement of the
Purposes of the PFund.



INTERNATIONAL LABOUR OFFICE
BUREAU INTERNATIONAL DU TRAVAIL
OFICINA INTERNACIONAL DEL TRABAJO

G.B,138/I.0./Ds2/6
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 SFPECIAL FROJECTS FUND

I

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 Gereral 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 léess
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 recomméndation of the Fconomic and Social
Council in its resolution 662 B (XXIV),



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
advence 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 finanoiazl 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 thelr 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 opecial United Nations Fund for Economic
Develnpment 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;

la 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
sustoined 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
tn 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
8o a8 to include specizl projects in certain basic fields
to be defined by the Preparatory Committee provided for
in paragraph 4 bulow, 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 industrlal 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 admlnlstratlve and
operational machlnory,

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 annexland 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;

(¢) Ascertain the extent to which governments
would be willing to contribute to the Special Fundj

5+ Requests the President of the General Assembly to
appcint the members of the Preparatory Committee;

6o 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.



T« 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;

Be 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 dubmit the
results of its work in the form of a report and recom~
mendations to the twenty-sixth session of the Economic
and Social Councilj )

10. Requests the Economic and Social Counecil to transmit
the Preparatory Cemmittee's report, together with its own
comments, to the thirteenth session of the General Assembly
for final action

1l.  TLooks forward to the establishment of the Special
Fund as of 1 January 19593

124 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 Funds;

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,
prineipally 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 teke such action as it may deem appropriate,"

2e 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 Pund as from 1 January 1959.



3 The Governing Body will be particularly interested
in noting the following points which have a direct bearing on
the relationship of the International Tabour Organisaticn to
the proposed Special Fund:

(a) The Pund 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 of technical assistance so as to include special
projects in certain basic fields to be defined by the
Preparatory Committee.

(¢) The resolution provides that "while, without impairing
the separate identity of the Special PFund, 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 require 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 Technical
Assistance"; 1t is also to escertain the extent to which,
governments would be willing to contribute to the Special
Fund .

(e) The Secretary-General of the United Nations, the exccutive
heads of the specialized agencies and the Executive Chairman
of the Technical Assistance Beard are invited to ferward thein
views and suggestions to the Preparatory Committee, :

4y Among the points which emerged olearly from the dis-
cussion of the resolution providing for the establishment of
the Special Pund, both in the Second Committee of the General
Assembly 2nd in the Plenary Meetings of the Assembly, was the



fact that while a decision of principle has been taken by the
General Assembly on the basis of the resolution approved,

this resolution represcnts a compromise between conflicting
views which leaves in suspensc important problems concerning
the organisation of the Fund and 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.

De In these circumstances there are five questions
to which the Governing Body may wish to give special considera-
tion at this stage:

(2) The nature and extent of the contribution which the
International Labour Organisation can make to the
achievement of the purposes of the proposed Specizl
Projects Fund.

(b) The gencral reclationship between the proposed Special
Projects Fund and existing technical assistance programmes.

The text of the Annex to the Resolution is as follows:
ANNEX
lia 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-
jeets 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 a2nd shall not be influenced by political con-
siderations.

Je 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 wmajor 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.



(o)

(a)

(e)

The nature of the organisational arrangements which

would facilitate the most effective co-operation be-
tween the International Tabour Organisation and the

proposed Special Projects Fund.

The manner in which the fullest use should be made of
the existing machinery of the International Tabour
Organisation and the Expanded Programme of Technical
Assistance in connection with the proposed Special
Fund.

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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The Possible Contribution of the I.L.0. 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.L.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 PFund may be able to undertake with this end in view.

T 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 technigues; 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



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. Fqually 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.

Assegsment and Development of Manpower EResources

8. Although the I.L.0. 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.l  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

X

Cf. Report of the International Bank on the Economic
Development of Irag, Ch. VIIT "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 inguire
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
proceceds., 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 conseclidate 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.L.0. also
conducted a two-month course of ingtruction in 1957 for tech-
nieians 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

i 1 Although as much as 50 per cent. of the total resources
that have been available to the I.L.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 morec extended pro-
grammes would have enabled more fundamental achievements to be
encompassed. Por 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 I.L.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-
song 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 for work on a scale more commen-
surate with the needs. Details would need to be worked out in
each specific case -~ progremmes 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.L.0O. 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 asgistance from the Special Fund, might
take.

14. At the request of the Development Board of Iraq the
I,L.0., made a preliminary inguiry in 1957 to determine the main
elements of a manpower programme 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 progrsmme 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 demend and technological change
&s revealed by a continuing. pro ramme of employment
information.

1854 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 recormmendations of the I.L.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 programme of
training designed to meet the specific needs of Iraq on several
fronte, inecluding 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

L7 w While governments, cmployers and managers, and workers
all have responsibilities for, and can all contribute to, the
railsing of productivity, management is the key factor. A country
cannot take full advantage of other forms of Yechnical asgistance,
including other forms of training, unless it has the managerial
ability to utilise the knowledge and skill of the work force.

The development of menagerial 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.l Improvements in productivity achieved
through better management may also render certain specific capital
investments unnecessary, and thus, by enabling availagble capital
to be used for other purposes, serve ths pame end as additional
investment would do, but at lower cost.

18. Specific aspects of the general need for highef brb-
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 brlng 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 cen co-
operate in raising productivity - little sustained pro-
gress in raising productivity can be achieved without
such co-operation;

(e) 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.0. 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.0O. 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

* Cf. for example the emphasis on "competent management" as
a condition for investment in an enterprise by the International
Pinance Corporation - International Finance Corporat10n° First
Annual Report, 1956-~7, p.

Several examples of this are to be found in the work of
I.L.0. productivity missions sent to underdeveloped countries
under the Ixpanded 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.0. 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 owmers, 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 Tndia 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, Fach 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 ®Wurope and elsewhere
seems to have shown that such centres function best if adminis-
tered, or at least advised, by boards or committees on which 1
employers and workers as well as governments are represented.
Governments can do much to create conditions economically and
peychologically favourable to higher productivity, but since it
is in individual undertakings, and by the efforts of individual

3 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 assoclations,
may also be represented.



employers and workerg, 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
guch centres, which may tend to arouse mistrust if they arc or-
ganised on an exclusively governmental basis.

21, Some of the I.L.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
hag been a vigorous and sustained national campaign to raise pro-
ductivity and the concept of higher productigity has penetrated
every aspcct 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 Produvetivity. The bulk
of the training has been done by the Institute'!s cwn staff - the
small T.L.0, migsion could never have dealt with more than a
fraction of the total number of trainees, but its influence in
training staff members of the Institute and others, in formu-
lating progreammes, 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-
jeets of the Institute, in which an I.L.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 Israel should be able
to compete successfully with other exporting countries. Stan-
dards of performance basged 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 menpower, scarce at that time,
as well as in costs. Where paymnent 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 industrial 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.t In Israel, where an I.L.0. productivity mission. of
varying size and composition has been at work since 1952, I.L.O.
technical assistance in this fileld 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.0., experts can be handed over
entirely to national counterparts.

L s In Egypt, where technical assistance in the raising
of productivity is combined with technical assistance in voca-
tional and supervisory training,. (as the I.L.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 %m-
provements in productivity in particular plants and processes.

1 Por further information regarding the sctivities of the

Isracl Institute of Productivity, see David Krivine: Effort for
Productivity, the Story of the Israel Institute of Productivity
(Tl A93Y, LelePew LivoT ),

2

For example, the following results were achieved between
February and September 1955 in a silk-weaving plant employing
about 2,500 workers:

| e
Percentage i Percentage Percentage
Department increase in | decrease in i increase in
production | labour : productivity
R e R e e e R e e i _i el
Bleach house 40 ? 26 ? 88
Dye house %3 ! 57 f 208
Drying house 53 i 36 | 108 )
Calender house 25 | a3 f 63 |
Print house 2% f 0 : 23 ‘
Moke-up Magazine | 23 | 0 § 23
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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 departnents received
increased earnings.



w 17 =

Though it seems that many managements have not yet learned to
make Tull use of the skills and knowledge acquired by those of
their technical staff members who have undergone training (a
problem widely encountered by I.IL.O. 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
jork receives from the highest quarters, as evidenced by the fact
that the national staff of the Department of Productivity and
Vocational Training of the Ministry 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 individval plants in which
I.L.0. 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 pogsible fgr the I.L.0. to provide technical assistance on
e larger scale. This is still more true of the newer and
smaller I.L.0. productivity missions in various countries, whose
record of accomplishment has so far been much more limited.
Though mogt of these smaller missions = for example in Bolivia,
Nicaragua and Pakistan -~ have been able to accomplish valuable

& The mission in Israel has congisted at times of one and
at times of two experts on l2-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
eand produectivity measurement. The Egyptian mission, for the
greater part of the time since it started work in 1954, has con-
gsisted on the productivity side (as distinct from the vocational
training side) of four experts.



work within the limits of their resourcesl, they have encountered
a variety of difficulties, many of which have been associated with
the very small scale and the discontinuous and piecemeal character
of the assistance provided - defects which ceculd scarcely be
avoided under the limitations of the present Expanded Programme

of Technical Assistance budget -and procedures. ; -

Advantages of Broad Projectsland of Inter-Agency Co-operation

24 Though even very small=-scale missions 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 largsr-scale snd more sustained
efforts might be expected to produce, it is suggested that the
systematic and gustained toechnicael assistance envisaged in the
Asgenbly Resolution establishing the Speeial Fund could and
cshould be given in the form of larger and more comprehensive
projects than have been usual under the E,P.T.A. The T3L;:04,
for example, provides technical assistance in the closely re-
lated fields of management development and productivity inprove-
nent, vocational and supervisory training and labour-menagement
and industrial relations (as well as in a nunber of other
fields). The opportunities under the E.P.T.A. for providing
these closely related forms of assistance simultaneously and
on an adequate scale, and for combining them into siagle com-
prehengive projects, have been very limited; they will no
doubt be greater if such forms of agsistance can be included
among those to be financed from the Special Fund. Simultaneous
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 posgible
if the efforts were more dispersecd. Projects should be

+ The T.L.0. productivity expert in Bolivie trained a small
local staff in work study; the trainees have been able to assist
in substantially improving methods and conditions of work in a
variety of industries ir this country with ite exceptionally dif-
ficult economic and social conditions, and there is a lively
demand for the services of the small Productivity Office. In
Nicarasgua an I.L.0. expert was able to assist the managenent to
double the rate of output in a factory produveing footwear with no
increase in the labour force or in the cepital invested in the
plant. In Pakistau, it is estimated that the actual and poten-
tial annual savings made possible by work done by a two-nan
rnission on three projects in its first year - savings resulting
almost entirely from improved utilisation of plant and machinery
involving no dismissals - amcunt tc sbout 20 times the entire
cost of the mission for that year.
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provided with adequate buildings and sufficient equipment,
end it is highly desirable that the possibility should exist
of planning the work over a period of years, Furthermore,
I.L.0. 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[.T.0.
productivity missions in Bgypt and in India.

29 A programme such as that in progress in Egypt or
that proposed for Iragq illustrates the renge of action in those
fields which the I.L.0Q. 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.0s, was able to launch in Yugoslavia at a time when
requests for technical essistance 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
Ssupervision in specialised centres established with I.T.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 programmes 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 znd for
raising productivity will therefore need to be designed in the

1 In adaition, 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 ranage—
ment based on inaccurate appraisal of gains aehieved. Experience
in advanced countries has shown that such measutrement 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 economic
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 menpower development
and productivity improvement programue.

27+ An example of regional action within the TI.L.O.
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 Rengoon which gives l2-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 scales

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.T.A.

500 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 achiceved by co=operative action on a regional
scale if more funds were available. At prescent ten aotion

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)s Each of
these bases is being used in the first instance by teasus of
international experts, provided by the United Nations, FehAO.,
UsN4EoS4Ca04, WoH,0s and the I.L.0., and national experts made
avallable 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 mechenics, blacksmiths, carpenters, ete. As

the funds available under the Expanded Programme of Technical
Assistance were not sufficient, the I.L.0. 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, Denmerk, 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-gkilled and skilled workers who can be employed in industrial
and minine estaeblishments 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 1is far less than is required to meet all the needs fTor
skilled workers in the expanding industries of these countries.
Bach of the present centres covers a rather large arca, 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 numbers 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.0.
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 rewarding,

3l In the broad field of action to raise productivity, the
I+5.0¢ has special responsibilities for convineing employers and
workers of the importance of such action, for convincing govern-
ments of the desirability of associating employers' and workers!'
representatives in netional progrommes 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 employcrs, workers and the goveynment
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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 f¥raining 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
affecting 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 forms of assistance in this field
which the United Nations is better equipped and more competent
to provide than the I.L.0. These include assistance relating
to over~all economic planning as it affects productivity, to
planning of development 2t 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 managcment
problems in relation to labour is of sccondary importance.
Continuing co-operation between the United Nations and the I.L.O.
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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Organisational Arrangements

7 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.0. amply demonstrates how great
are the needs within the immediate sphere of responsibility of

the I.L.0. 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 gquestions of an organisational 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 Assistance Programmes

33, A problem will arise in defining the scope of the
Speciel Projects Fund in relation to other sources of technical
and finanecial 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 thet the Fund is not designed to be either merely
an increasse in the scale of the resources available for existing
forms of technical assistance or a2 source of grants in aid of
capital expenditure for purposes of cconomic development. An
increcase in the scale of the resources available for existing
forms of technical assistance could be achieved, and would be
more appropriately sought, by increasing the resources available
to the Expanded Programme; - the provision of grants-in-aid of
capital expenditure would require a much larger fund than is at
present envisaged. The Spcecial Projects FPund is designed essen-
tially to fulfil an intermediste funection of providing for cer-
tain special types of assistance desirable to facilitate invest-
ment which cannot be adequately provided for under the existing
arrangements, It is most desirable that these types of assist-
ance should be defined with sufficicnt precision to avoid =
situation in which projects of essentially the same nature arec
being handled under different schemes by different proeedures as
the result of such accidentsl factors as the exact circumstences
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 ites relationship to prospective investment. It mey
be that in certein cases onc stage in the handling of a particular
problem may be appropriate for assistance under the Expanded
Progremme end 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 cf a purely ad hoc character,

54,  One element in the situation which should be watched
with special care is the undesirsbility of assistance of the
same type being available under the two schemcs in comparable
circumstances on different conditions. If, for instonce; the
conditions concerning the degrec 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 Organisetion has a substantial
interest in view of its continuing concern that co—operative pro-
gremmes. of the United Wations and the specialised agencies which
have a direct bearing on its own work and responsibilities should
be developed in sn orderly manner which will facilitate the
effective and economical discharge of its own responsibilities,
but they are not matters in respect of which it can appropriately
make suggestions of a detailed chaoracter.

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
Orgsnisation and the proposed Special Projects Fund cennot use—
fully be considered until more is known of the prospective arrange—
ments for the organisation of the Fund, but there ere certain
points of a general character which should, it is submitted, be
kept in mind from the earlicst stzges of the planning of those
arrangenments.

36, The gquestions of general policy which will arise from
time to time in regard to the operation of the Fund will freguently
have & direct bearing upon, and be substantially influenced by,
the nature and closeness of its relationships with the other
international organisations which contribute directly to cconomie
devclopment., It is therefore important that the International
Labour Organisation, together with other specialised agencies
concerned such as the Internaticnal Bank for Reconstruction and
Development, should have appropriate opportunities of expressing
its views on such guestions of general policy es they arise,
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In so far as such questions arise in the General Assembly, the
Econcmic and Sociel Council, or any committec of the Economic and
Social Council, such an opportunity exists in virtue of the
errangements of a general cherscter which govern the relationships
between the United Nations and the International Labour Organisa-—
tion. If consideration of questions of general policy relating
to the Special Projects Pund were to be entrusted to some new body
to which the existing gene¢ral arrangements for I.L.0., rcpresenta~
tion during the ccnsideration of matters of interest to the I.L.O.
arc not directly and asutcematically eppliceblc, it would seen
advisable, and indecd necessary, tc meke sppropriate provision for
such representation when constituting ony such new bedy,

5T, It would be equally important to secure the closest
co-operation and co-crdination in the day by dey cxecution of
policy., To some extent this would be dene by routine liaison
arrangements (possibly including in certain cases provision for
the seconding or interchenge of staff) on the lines which have
already been developed for the maintensnce of close inter-agency
co~operation in respect of other matters invelving action by =
nunmber of organisstions, In the light of provious experience a
full and prompt exchange of informetion on matters of mutual
interest would be an important element in such cffective liaison.,

38 It would, however, be vital that such arrangements for
routine co-operation should rest upcn the foundation of the
acceptance by the Secretary-Gencral of the United Nations, the
executive heads of the specislised agencies concerned, and the
gsenior executive officer of the Special Projects Fund of = collee~
tive responsibility for ensuring that such co-operation and
co=ordinaticn is made fully effective, The Governing Body should,
it is suggested, authorise the Director-Genersal of the I.L.0. to
eccept his share in this responsibility, and draw attention to the
desirability of the Administrative Comnittee 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 economie developnent.

"The Fullest Use Should be Made of the Existing Machinery"
(General Assembly Resolution 1219 X1I)

39, The General Assembly resolution prevides that, without
inpairing the seperate identity of the Speecial Fund, the fullest
use should be made c¢f the existing machinery of the specialised
agencies, It would scem desirable that the principles governing
the operation of the Fund should indicate for its guidance certain
principles concerning the menner in which this should be done.
Some of the principles envisaged in the Scheyven Report concerning
the Proposed Special United Nations Pund for Economice Developrnent
would appear to be apposite in this connection; they can be



= 2 &

readily-adapted to the requirements of the Special Projects Fund,
even though there may be divergences between the detailed arrange-
ments for its organisetion and administration and those envisaged
in the Scheyven Report, and are suggestive of the principles which
might be adopted for the Special Projeects Fund.

40, One such principle is that epplications relating to
projects whieh fall within the sphere of & specizlised agency and
‘which are submitted to the Special Projects Fund by a government
through or on the advice of the appropriate specialised zgency
after consultetion with the senior executive c¢fficer of the Fund
should be eligible for considerstion snd financing by the Fund.

41, As 2 matter of convenience it would alsc seem desirable
to provide that an application submitted to the Special Projects
Fund by the eppropriate specialised agency on behalf of, and with
the authority of, a2 number of governmcnts jointly interested in &
particular project after like consultation should alsc be cligible
for consideration and financing by the Fund. ‘

42, Before approving an applicestion relating to a project
felling within the sphere of a specielised a2gency 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 apprepriate specielised agency on both
questions of policy and technicel metters relating to the conten-
plated project; it is also a necessary preliminary to the devolu-
tion to the appropriate specialised agency of subscquent responsi-
bility for the administration and implementation of essistarnce in
respect of approved projects within its sphere. It would not
appear -tc be necessary or reasonsble t¢ require the Fund to consult
the appropriate specialised agency in 21l cascs before rejecting
an application which it regards as clcarly falling outside its
scope cr being of insufficiently high priority to justify detailed
examination, but it should have a discretiocn, and be encouraged,
to consult the approprisate specialised agency in doubtful cases.

43, When a project falling within the sphere of a
specialised agency is approved, the appropriate specialised agency
should be fully responsible for the administration and implementa-
tion of the assistaznce provided by the Fund, While this 'would be
the mcst 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 rasts with 2 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 be a necessary
condition of such an arrsngement; it wculd be neither practiceble
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nor equitable to attempt to 2bsorb such costs in the normal budgets
of the agencies entrusted with projects by the Fund. Wherever
practicable, the funds required for the completion of a prcject
should be guaranteed by the Fund before the project is undertaken,
even though the implementation of the project may spread over more
than one finanecial period.

444 The inclusion of some such principles in the resolution
to be adopted by the General Assemnbly when establishing the Fund
would, it is suggested, lay an apwroprlate basis for the develop-
nent of methods of co-operation which would comply with the
requirement of the 1957 General Assembly resclution that “the
fullest use should be made of «.... the existing machinery of the
gpecielised agencies",

45, The General Assembly resclution also provides for the

fullest use of the existing machinery of the Expanded Programme

of Technical Assistance, Recormendations on this matter are being
made by the Executive Chairman of the Technical Assistance Beoard,
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
Assistence Board will have an important part tec play as a link
between the Expanded Programme and the Specisl Projects Fund.
While direct relastions between the Special Projects Fund and the
specialised agencies concerned will be necessary, pa rtlcularly 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 cocmmunication between the Expanded 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 Programue and can therefore be accredited

to act for then collectlvply in matters relating to that programme,
should be entrusted with this function. It would follow from this
principle that if 2 small advisory committee, including representa—
tives of the United Naticns and the International Benk, should be
created as part of the arrangements for the administratior 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 Finaneing and Adnministration
of the Expanded Programme

46, The possible effects of the creation of the proposed
Fund on the present arrangements for the finsneing and administra-
tion of the existing EXﬁanaed Progranme of Technical Assistance
call for the most careful examinetion, It will be convenient to
consider scparately finance and administrotion.
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47 o One of the recurrent problems experienced throughout
the operaticn 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 programme and the consequent diffi-
culty of plamning 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 propcsed Special Fund would be sought from governments at
e. single pledging conference and that it would be open to each
government to determine fully the extent of its econtribution to
each fund, While there may be substantial grounds of policy for
proceeding in this manner, it would seen important, in the event
of this course being adopted, that appropriate precautions should
be taken to ensure reascnable stebility and a reasonable rate of
growth in the existing expanded prograrme. A situstion in which
an unanticipated allocation of funds between the Expanded Programme
and the Special Projects Fund made necessary a sudden cutback in
the Expanded Progremme would compromise rather than promote the
objectives of both progranmes. It does not seem inconceivable
that the allocation of funds between the Expanded Programme and
the Special Projects Fund should be determined in advance by soue
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 made 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 allcocaticn of pledges should be
left tc the contributing governments, governments should be given
scme guidance by the Eccnomic and Sociel Council or in some other
appropriate way concerning the prcportions of their tctal contribu—
tions which it would be convenient for them to allocate to each of
the two furds; contributicns not specifically sllcecated by the
contributing government might be sllocated in those proportions,
subject pcssibly to scome ccmpenseting device permitting of the
allocation of such ccntributions in such a manner ss to secure the
desired relationship between the total amounts of the two funds.
These are natters to which the Preparstcry Comnission 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 impertence of maintaining reasonable stability
and a reascnable rate c¢f growth in the existing Expanded Programne,

48¢ Another series cf problems may arise from the fact that,
while the arrangenents for tha administration of the Special Pro-
jects Fund are likely to diverge fronm the arrangencnts for the
adnministration of the Expanded Progranme, there is a widespread
desire, reflected in the torms of parsgraph 3 of the CGencral
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Assenbly resclution, to establish a2 close relaticnship between
the two progremmes, In this ccnnection, it may be proposed that
the functions entrusted to the Economic and Sccial Council in
reepcct of the Expanded Progrerme and whatever functions may be
entrusted to it in respect of the Special Projects Fund should be
entrusted to the seme ceommittee of the Ccuncil. There would
appear to be every advantage in such an arrangement, but its
successful operation weuld appear to be dependent on a clear
recognition from the outset that while the functions of the
Council in respecct of the two programmes are exercised by the same
body they differ in charascter. The existing relationships
between the Economic and Scocial Council and the specialised agen-
cies participating in the Expanded Progranrme in respect cf the
adninistration of that progracme represent » compromise which has
grown out of the intrinsic nature ¢f the problems presented by
the administration of the programme snd which works in practice
in a ressocnably satisfactory nmenner. One essential element in
the problem is the closeness of the relationship between the
Expanded Programre 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 chenge a2t this stage in the arrangenents for the admini-
stration of the Bxpanded Programme; the attribution to the same
cormittee of the Beonomic and Sccial Council of functions in
relation to both programmes dces nct in itself call for such a
change even though the functions conferred upcn the committee in
respect of the Special Projects Fund may differ from those at
present exercised by the Technical Assistance Conmittee in respect
of the Expanded Prograrme, and no such change appears to be
necessary to secure proper co-ordination between the two programmes.
If functions in relation to the two progremmes arc not entrusted
to the same conmittee of the Eeconomic and Social Council, this
particular question will not arise.
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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 Speciel Projects Fund.

50a The International Labour Organisation should inform
the Preparatory Commission and the Economic and Social Council
of its desire and willingness tc co-operate in the achievement
of the purposes of the proposed Fund.,

51a 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 Speecial PFund should encompass, of having full regard
to the considerations set forth in paragraphs 6 to 30 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 facilitete sound investment.

5 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 tc the operation of the Special
Projects Fund.

54, The Director-General of the I.L.0. 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 PFund 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 .,



55¢ The principles governing the operation of the
Special Projects Fund should indicate for its guidance prin-
ciples designed to ensure thet the fullest use is made of the
existing machinery of the I.L.0. and other specialised agencies,
including the principle that the I,L.0. should be consulted
before the Special Projects Fund approves any project within
the sphere of the I.L.0. and the principle that when a project
falling within the sphere of the I.L.0. is approved, the I.L.O.
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 PFund.

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.,

5Te 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.

584 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
Programme 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 gquestion will not arise.

Geneva, 17 February 1958
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28 February 1958

Dear Mr, Sommers,

In the absence of Iir. dg,&%ynes, I am writing to acknowledge receipt

‘J.—"

of your letter of 19 February and to thank you for the enclosed
additional comments on the draft paper on the Special Fund. Your
letter was only received last night, but I had got the gist of the
comments earlier from Enrique,

The paper will come out today as a document and I will be sending
Enrique a few copies,

Yours sincerely,

Racprn Tt

Halph Townley
Special Assistant to the :
Under-Secretary for EZconomic and Social Affairs

Ir. Davidson Sommers

Vice=President

International Bank for leconstruction
and Development

1818 H Street, N.i,

Washington 25, D.C.
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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 most unhappy fo think of you making the return
Jjourney to Furope 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 camnot 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.

P Bl el e
l}_‘
Dag Hammarskjold

Mr. Eugene R, Bladc,

President,

International Bank for Reconstruction
and Development,

1818 H Street, N.W.,

Washington 25, D.C.
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Dear Enrique, "\
A
e As promised, three copies of the Secretary-Generzl's

paper on the Special Fund.,

Yours sincerely,

Raspta.

Ralph Townley

r, 4, Lopez-Herrarte

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington 25, D.C.
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February 28, 1958

United Nations
New York, N. Y.
Dear Mr, Hills Y
Thank you for your letter of February 20, en-
closing copies of draft papers to be submitted by the

The proposals have been the subject of preliminary
discussion by our Executive DIirectors. Because the suggested
arrangsments are negessarily tentative at this stage, and are to
be formally considered by govermmental representatives on the
Preparatory Committee, the Executive Directors were not asked at
this time to approve the proposals officially on behalf of the
Bank, However, the tenor of the discussion was such as to pro-
vide reasonable assurance that, if the proposal ultimately adopted
conforms generally to the draft provisions, and if the management
the Special Fund is satisfactory to the Bank, the Executive
8 would be chhmﬁ:@iuthanktoomahnth
Special Pund in the mammer now proposed.

fga

Sincerely yours,

{Siened) Davidson Sommers

Davidson Sommers
SBIM& Vice President
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Mr. Chairman, _ U . /\/ P %0%

Under item 6 of the Agenda - financing of economic

develcpment - 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
hAssembly Resolution 923 (X), together with the supplementary
report of the Committee prepared‘in accordance with General
Assembly Resolution 1030 (XI); ‘

b) a report prepared by the Secretary-General, pursuant to
General Assembly Resolution 824 (IX) as amended by General
Assembly Resolution 1035 (XI), containing a review of the
development in povernmental measures affecting the inter-
national flow of private capital, and a statistical treat-
ment of this flow; and finally

c) this Committee will consider the informations furnished by
the Secretariat, pursuant to General Assembly Resolution
1034 (XI), on the cuestion of collecting data on the inter-
national economic assistance 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
nature of changing the position assumed by my Government in the

@“‘ General Assembly and in ECCSOC. This position is based on the

following principles :
|

e




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 movements or by loans of a
strictly banking nature such as those provided by the
International Finance Cerporation 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
result 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 teo 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 SUNFuD
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 be realistically
implemented through a fundamental revision of the statutes and
methods of operation of the Bretton Woods institutions, especially

the International Bank for Reconstruction and Developmer.t.

N



Development.

As 1t was already said by my Delegation during the
genzral debate on item 2 (a) of the igenda, it is a matter of most
sericus concern to my nofernment 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 le-
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 ncr year is somewhat higher than it
has been 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 have
been limited in scope and disproportionate to the capital needs
for development arc the following :

a) because the Bank draws funds mainly from the United States
mcney 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 engage itself in equity financing and its
loans must be underwritten by governments through national
treasuries, national development banks or central banks :
this 1s so because the Bank must preserve vis-a-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 underdeveloped countries;
¢) it was the original intention and hope at Bretton Woods that
the Bank would act as a "pump primer" to induce the appear-
ance of the necessary amount of private capital by which help
the larzer part of the development financing would be provid-
ed : this intention and hope have materialized only to the
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 eperations
to the 1limit 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 1s underdeveloped even in
ability to spell out their economic aspirations in terms of well
prepared and well-planned credit-worthy projects reedy for immedi-
ate execution,

Moreover, the Bank should be entitled to extend its
activities in such a way as to induce a greater and more regular
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 acquire loanable
funds in countries other than the United States, and by so doing
to act as a catalytic agent for creating or inducing the appear-
ance in the international money market of a larger flow of privote
capital,

As for the Interna%ional Monetary Fund, my Govern-
ment would like to see it in full performance of its intended ralu,

that is, to promote international monetary cooperation, to facili-
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former actions of the Fund and the Bank, sincc it recognizces thit,
within the conditicns and circumstances peculiar to & world emirpg-
ing from 2 war of unseen proportions, these two ~gencies have done
their best to fulfil their objectives. The point ~y Governmunt
wishes to emphasize is that those cond?tions and circumstances in
thelr greater &nd most important part no longer preveil, and that,
thereforez, the Bank as well »s the Fund wust be submitted to a
thorcugh examination by member Governments to dctermine whether or
not, under present ccnditions and circumstances, their operating
principles and terms of reference should be maintained, amplified
or revised,

Secondly, my Government wishes strongly to stress
that by so doing, that is, by inviting Governments to examine the
structures and policies of the Bank and the Fund, it is certainly
not its intention to prejuge the necessity of such 2 revision,

It may very well be the cese that, after a detriled exAmination
being conducted on the statutes ~nd operation of these two agencice,
it is found that zither the alterations of the world economic and
social conditions since the wor are not sufficiently great or
limportant, they have not yet ~ttoined that point of ripeness
beyend which the proposed revision would be not only imperative
but most fruitful. My Governnent thinks that this is the right
time for the United Nations to make sn effort to cnlarge the scalc
of operntions of the Bank, as well as to modify the mechanism of
the Fund in such o way as to counteract by means of cempensotory
short-turm capital moviments the fluctuations in the cxchange
proceeds of primary products exporting countries, This is the
view of the ULrozilian Governmunt, Other Governments may heve

other views on the matter, What my Government aims, Mr. Chairmon,
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Chairman, in bringing to the attuntion of ECOSCC its intention

to invite the United Nations to re-examine the principlcs and
operations of the Bretton Woods institutions is simply to bring
forward toopen debate the fundamental question whether the present
international instrumentation for finrncing economic development
is the best fully to attain this aim,

Thirdly, and finzlly, my Government does not intend
to initiste the action éonducive to this revision within ECOS0C.
Therefore, my Delegotion will not submit to this Council a draft
resolution on thc subject. There is no longer time enough for
delegates sitting around this teble to consult with their superi-
ors at home. In these circumstances, the presentation by my
Delegation of » draft resolution osking for the re-examination
of the structures ond modes of operation of the Bretton Woods
institutions, could very well lead to hasty decisions and to the
the premature rejection of a me~surc. to which my Government
attaches the utmost importnnce.

My Government is considering the convenience of
requesting the inclusion in the agenda of the forthcoming session
of the Guneral hssembly of an item which, if accepted, will start
studies leading to a report by a joint group of representatives
of Governments, of members of thc feeretariat of the United
Nations, members of.the staff of the Fund and the Bank, and re-
presentatives of the Commission on International Commodity Trndc.
The main purpose of such a report is to determine whether the
world's economic situation has changed sufficiently from the
situntion prevailing in the immedinte post-war period to indicate
th't a major revision of the statutes ~nd policies of the Fund

as well as the Bank c¢7n no longer be avoided.
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If such a revision is found to be necessary, as my
Government thinks it is, the sccond task of this working group
should be to indicate the most appropriate ways ond means to con-
duct the proposed examination. If, in pursuing this second task,
the working group reaches ths conclusion that what is now neceded
is no more than a broadning of the present statutes and policies
of the Bank and the Fund, the ECOSOC itself might be entitled to

report to the General Assembly on the appropriate actions leading

to this objective. If, however, the working group finds that the

proposed revision entails fund=mental modifications in the statutes
and policies of the Bank and the Fund, the ECO0S50C itself might be
entitled to report to the Guneral Assembly on the appropriate
actions leading to this ob jective, If, however, the working
group finds that the proposed revision entails fundamental modifi-
cations in the statutes and policies of the Fund and the Bank,
then the General Assembly, at its 1958 session, might consider the
appropriateness to convene a world conferencc of finance ministecrs
to consider and to decide how this fundamental revision should bc
realized,

This is the general outline of action proposed by my
Government in dealing with item 6 of the Agenda for the present
session of ECOS0C,

Thank you, Mr, Chairman,
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UNITED NATIONS NATIONS UNIES
New York

20 February 1958

Sir,

T 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 Fund's 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. Mendels February 2L, 1958
Enrique Lopez~Herrarte
United Nations Special Projects Fund

The attached documents concerning the proposed United Nations
Special Projectes Fund were received today from the United Nations,
The President would like to have an informal discussion on these papers
at the Executive Directors'! meeting to be held on February 26. The
Preparatory Committee organized by the General Assembly 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.

ELH/pa
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2], 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 Funi to
be established under resolution 1219 (XII) should encompass 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
(XI1).

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 cperational machinery en-
visaged by earlier committees may be borne in mind.

Section l. Basic fields of assistance and
types of projects

ks Resolution 1219 (XIT) indicates the purposes of the Special Fund
and its relation to the Expanded Programme of Technical Assistance, when
it states that:

(a2) 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 socigl 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
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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.

B 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 Specia
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.l/

s Tt 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 mumber 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 3l.
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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
invelving investigations of considerable scope or depth;

(¢) 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 sustaimment, 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 nmumber of projects involving several countries or
even entire regions. Although the distribution and utilization of the
Special Fund's resources will be based on govermment requests, it is not
foreseen that the country programming procedures under the Expanded Pro-
gramme would applye.

Te 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 miking de-
cisions as to financing. It is for these reasons that the suggesiicnas
made below about the structure of the Special Fund provide for the
President 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 constitvie 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
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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 sbove. 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 rmumber of requests received by it.
Costly exploratory and prospecting techniques would, presumably, not
normally come within the scope of its operations.
1lis 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 petentizlities and economic
and social investigations relating to their development. For example,
discovery of mineral resoutrces 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 stiils
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. Administrative and operational

machinery of the Special Fund

it 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 Speecial 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 prograrming 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 exploréd 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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2L 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 therafore taken up in connection with the other questicns which

are discussed below in the order mentioned in the preceding paragraph.

I. ILegislative Authority

22, It is believed that the powers and functions pertaining to the
legislative authority should be vested in two Prineipal 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 avppear un-
duly cumbersome to create a new organ, as had been recommended by ear-
lier committees,

234 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 Ffund on the basis of the Annual Report of the Economic and Social
Council to the Ceneral 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 Fconomic and Social

comcilo
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2l Yembers of the executive organ of the Special Fund could be
elected by the Fconomic 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
Fconomic 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's annual report
should be referred by the Economic and Social Council to its Technical
Assistance Committee. In this respect also, consideration mipght 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 Fxecutive Board. Vhile approval of projects would be given
on a case by case basis, grouping of projects for submisasion 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 (¢f. sub-sertion
III below) would participate without vote in the deliberations of the
Board. The members of the joint advisory committee (referred to in
paragranh 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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IIT. Administratien 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 dowm 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 ammual 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.

3P 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 Speecial Fund would operate.

Joint Advisory Committee

3h. It is recommended that along the lines of the suggestion of the
Y
group of experts headed by Mr. Raymond Scheyven, a Joint Advisory Commit-

tee be established, composed of the Secretary-General of the United Natioms,

E/ Special United Nations Fund for Economic Development, General Assembly,
Official Records, Tenth Session, oupplement 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 with the Expanded Programme of
Technical Assistance.

35 Tt 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 Bxecutive 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.



- 38 =

IV. Procedures
3T Projects should be undertaken only at the request of a Goverrment
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 Goverrment or
Govermments concerned before final approval.
34, Tiith 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,
Lo. 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 Furd would report on the status and implementation of pro-

jects to the Executive Board,

V. Financial Arrangements

4. The financial administration and management 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.

L2, 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.
L3. lodifications would be necessary, however, in the provisions for

comnitting 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.

L. 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.

Ls. The actual funds for financing the office of the chief executive
officer should come under the same 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.

L6, 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 Assembly'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 1L, 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 esteblishment of an international
fund For economic develcpment within the Iramework of the United Nations
and, in particular, rea{firming its unanimously adopted resolution 72hA
and B (VIII) of 7 December 1953,

Epting the recommendation of the Economic and Social Council in its
resolution 662 B (XXIV),

Recognizing that the United Nations Fxpanded 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
Govermments are unable to make financial commitments except with the ap-
proval of their legislatures and on an annual basis,



.
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.

l. Decides that, subject to the conditions prescribed hereunder,
there shall be established as an expansion of the existing techmnical
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 anmially, 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 te be defined by
the Preparatory Committee provided for in paragraph L 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 Speecial Fund will require some new admini-
strative and operational machinery;

L. 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 ammex and the views and suggestions forwarded
by Goverrments 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 recormended 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;

(¢) ascertain the extent to which Govermments 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 recommencations to the twenty-sixth
session of the Fconomic 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 establislment 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 finanecial resources principally derived from voluntary anmual con-
tributions of Governments and others in (or transferable inteo) currency
usable by it and as much as possible pledged or indicated for a number
of years.

IT. 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.

I1IT. The Special Fund shall be administered by a chief executive
cfficer 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 ewecutive body
shall have one vote. Decisions of the executive body on questions of
policy, including the allocation of funds, shzll require a qualified
majority vote.

Note: The follewing 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, Pzkistan, Peru, U.5.S.R., United Kingdom, United Stvates, and
Yugoslavia,
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Dear Dick: prini’ oY

Ll 3
As promised at the meeting held in'___ﬂome on 22 January
I am enclosing herewith copy of the FAQO paper on the Special
Pro jects Fund. Copies have been sent to New York for formal

presentation to the Intergovernmental Preparatory Committee.

Yours sincerely,

Sy

Herbert Broadley

Deputy Director-General

Mr. Richard H. Demuth
International Bank for
Reconstruction and Development
1818 "H" Street, NW
Washington, D.C.

e . Mad 3
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UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADCRESS * UNATIONS NEWYDORK * ADRESSE TELEGRAPHIQUE

FILE NO.: 20 Febmar}" 1958

Sir,

T have the honour to refer to General Assembly resolution 1219 (XII),

coee 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

cees information, 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 conduct
of the Special Fund's 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 extent
and nature of the co-operation of the Bank with the operations of the
Special Fund would, if adopted, be generally acceptable to the International
Bank.

Accept, Sir, the assurances of my high consideration,

/r]‘bhzzxjﬁ){ ‘
Martin Hill st
Deputy Under-Secretary
for EDeconomic and Social Affairs

lr., Davidson Sommers
Vice President
International Bank for Heconstruction
and Development
1818 H Street, N,W. ael TFeb AT
Washington 25, D.C.
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DECLASSIFIED

UNITED NATIONS Distr.
MAR 112025 LIMITED
General Assembly A/AC.93/L.2

WBG ARCHIVES 24 February 1958

Preparatory Committee for
the Special Fund

New York, 11 March 1958

Views and suggestions of the Secretary-
General in response to General Agsembly
resolution 1219 (XII)

Intreduction

1. In its resolution 1219 (XIY) the General Assembly invited the
Secretary-General to present hie views and suggestions:

(a) on the basic fields of essistance which the Special Fund
to be established under resolution 1219 (XII) should encompass and,
vithin these fields, the types of projects which should be eligible
for assistance;

(v) on the administrative and operational machinery to be
recommended for the Special Fund.
2. In the formulation of these viewsz and suggestions, account has been
taken of the debates in the General Agéemhly concerning the needs of
under-developed countries and the future direetion of the technical
assistance activities of the United Nations, as well as of the
discussions on the Special Fund which led to the adoption of resolu-
tion 1219 (XII).
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3. Furthermore, in formulating his views and suggestions on the
administrative and operational machinery of the Special Fund, the
Secretery-General has drawn on the experience of existing United
Nations programmes operating on the basis of extrabudgetary funds

as well as on some of the work of earlier committees which have
studied extensively questiongz of administrative and operational
machinery in connection with a capitel development fund; although

the Special Fund is not a caplital investment fund, some of the Ffeatures
of the operational machinery envisaged by earlier committees may be

borne in mind.

Section 1. Basic fields of assistance and
types of projects

L. Resolution 1219 (XII) indicates the purposes of the Special Fund
and its relation to the Expended Programme of Technical Assistance,
vhen it states that::

(a) neither the Expanded Progremme nor other existing progremmes of
the United Nations or the specialized agencies can now meet certain ur-
gent needs which, if met, would advance the processes of technical, econ-
omic and social development of the less developed countries, and, in
particular, would facilitate new capital investments of all types -
private and public, national end international - by creating conditions
vhich would make such investments either feasible or more effective;

(b) the Special Fund ie to be a separate fund, established as an
expansion of the existing technical sssistance and davélcpnent activities
of the United Netions and the specialized agencies, which would provide
systemetic and sustained essistance in ficlds essentisl to the integrated

technical, econcmic and social development of the less developed countries;
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(e) in view of the resources prospectively availsble at this time,
vhich are not likely to exceed $100 million annually, the operations of the
Special Fund shall be directed towards enlarging the scope of the United
Rations programme(of technical assistance so as to include special projects
in certsin basic fields to be defined by the Preparatory Coomittee.
f. From these indications, a number of criteria may usefully be derived, for
distinguishing the operstion of the Special Fund from that of the Expanded

g Josdew, cnd [yt hmse
Programse,in a wdy conducive to the orderly wmanagement and co-ordination of
both programmes. It does not seem, however, indispensaeble, nor indeed feagible,
to set out such criterias too precisely or too rigidly. The suggestion below
that the Executive Chairman of the Technical Assistance Board be a member of
g% Gre st fen

the Joint Advisory Committee to the chief executive officeryis in recognition
of the importance of maintaining the closest co-ordination between the
operations of the Special Fund snd those of the Expanded Programe.y‘
5 . It may be useful to contrast the eriteris underlying the operations of
the Speci:al Fund with those of the Expanded Programme as follows:

(a) in contrast to the Expanded Programme of Technicel Assistance, which,
in order to take account of the wide variety of needs, and of opportunities
fer teehnif..eal assistance , has had to spread its resources over a large mumber
of projects, the Special Fund would concentrate ites resources on a more limited

mmber of projects involving relatively heavier individual budgetary cominitments,

This is not to say that cost alone should serve as a yardstick to distinguish

1/ See pecondpart] paragraph =3¢ -



4.

between a Special Fund project and an Expanded Progrsmme project; but a
difference in financing methods - such as diversified versus concentrated
spending - could, in meny cases, constltute a criterion;

) (b) in contrast to the Expanded Programme and es & consequence of the
distinction noted above, the Special Furnd could undertake projects inmvolving
investigations of congiderable ‘scope oy depth;

{e) in contrast to the Expanded Programme, and as e consequence of (a)
and (b) sbove, the Specisl Fund would encompass in its sctivities projects
requiring a higher degree 6!" sustaiment, i.e. y invelving ccompitments over
longer periods ;af time, than has been possible hitherto. Conversely, as
Peliowship programees fit naturally within the exinting technical assistance
activities, the?gna; would not norially provide such assistance except to meet
particular needs inherent in the execution of a specific project financed by
‘;.H:;
| (d) in contrast to the Expanded Programme and s a further consequence
of the above, the Special F‘und} activities would paturaiiy include, in addition
%o projecte intended to bring direct benefits to one country only, sn appre-
ciable numbey of projects iavelving several countriee or even entire regions.
Although the distribution and uvtilizatiomn of theff;‘:;d“s resources will be
based on govermment requests, it is not foreseen that the country programming

procedures under the Expanded Programme would apply.
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ot 12, oty Lo
desirable relationship of the two programmes peings/ lost sight of\f/'they are

closely related and are likely to prove particularly fruitful when they can
be mutuslly supporting. Requests for assistance under the 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.

St}rc.'a.t
S’ . Similarly, since the,Fund is intended to lay the besis for investment,
the work of the International Bank for Reconstruction and Development, which
has acquired a vast experience in the finencing of economic development, will,
in a number of cases, have a bearing on its activitiea. In some instances
projects may come after earlier Bank investigation or activities; in others,
the work carried out with the assgistance of thg F“'u;fi may be considered by the
Bank in making decisions @8 to financing. It is for these reasons that the
suggestions made below ebout the structure of the?gg& provide for the President
of the International Benk for Reconstruction and Development to be & member of
the Joint Advisory Committee.
@, The fact that the Special Fund's operations are to constitute an expansion
of’ the present technical assistance activities should not obcurg the fact that
the limited resources of both programmes are not W the formidable
requirements of economic development. However, the activities of the Special
Fund should, within its limits, have an important impeet by stimulating tﬁe
undertaking of concrete projects anc‘1 the planning or programming of further
projeets thus made possible. ‘Ihe?;:;g might finance exploratory or preliminary
tegts or studies in some multiple phase projects. As in the case of the
Expanded Programme, it will not assist research of & purely academic nature,

Its projects might involve, in addition to the provision of experts or
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appropriate staff, the financing of related purchases of equipment to &
larger extent than is possible under the present technical assistance schemes;
yet the??c:;g, like the Expanded Programme, not being a capital fund, will
obviously be unable to finance heavy capital expendz.ltures. Again, as under
the Expanded Programme, projects assisted by theS,:F\;;:l ghould be followed

up and taken over _ny public or private organizations or enterprises.

(9. The General Assembly has exemplified its wishes regarding the fields in

which the Speclal Fund should provide assistance, by mentioning intensive
surveys of water, mineral andl potentiel power resources, the establishment,
inecluding staffing and equipping, of treining institutes ia public administra-
tion, statistics and technology and of agricultural and industrial research

. /o

1d.. These examples offer some guidance q.n—the_doﬁn-itiou—eq the activities
and types of projects which the Special Fund would assist. They are only

and productivity centres.

a part of the vast range of activities essentlal to the integrated econcmic
and social development of under-developed countries. Bearing in mind its
prospective resoureces, thé‘m is likely to make a grester impact in 1ay:'|.ng
the basis for investment by concentrating on a few important kinds of
activities. Also, the sphere of operations indicated for thgfﬁd should
be seen in the perspective of the efforts already being made by the Expanded

Progremme, by the United Nations (including its regional economic commissions),

by the specizlized agencies /\hy_miﬁs_uhnermmhe—sm ‘

m/ and by the verious bilateral and regional programues

for technical assistance and finaneial aid.
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12. Projects which the Special Fund would assist would seem to féll 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 teferred 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 considerably
in details from place to place and such details could only be determined
on the basig of the specific requests that will be received by the Fund.
13. It may be expected that the Special Fund would devote a substantial
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 establishment of transport
facilities, particularly where the need for these was indicated as a result
of surveys of basic resources mentioned above. The secale on which individ-
ual projects would be undertaken or assisted by the Speeial Fund would; of
course, be limited by the totel financial resources available to the Fund
and the number of requests received by it. Costly exploratory and pros-
pecting technigques would, pregsumably, not normally come within the scope
of its operations. _

19. Certain activities directly related to carrying out surveys of natural
resources might also be considered eligible for assistance. Discovery

of resources may require evaluation of potentialities and economic and
social investigations relating to their development. For exsmple, dis-

covery of mineral resources might make it necessary to undertazke a series
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of investigations of such problems as the economice of their production and
marketing and of the engineering, traneport, energy, manpower and housing
requiremente. While many of these investigations might be assisted under
the Fxpanded Programme, there would be projects of special significance for
furthering economic and sociel development which would more appropriately

be the concern of the Special Fund.

ll;. 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. Assistence in training and research would be extended mainly for
esteblishing institutions of certain typee of a national or regional scope,
or for expanding existing ones. The purpose of such training institutions
would be to inecresse the supply of skills at the rejquisite levels in the
technological field as well as in such fields as management, statistics,
econcmic‘ 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 cenires.

15. Some carefully chosen demonstration projects might also be assisted by
the Bpecial Fund to complement the work carried out by certain training and
research instituticns.

1?. 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 vhich 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, Admimistrative and operational
machinery of the Special Fund

1§ The following views and surgestions are intended as an outline
'o}‘ pro_;sible aolutions-torsome of the administrative and operational
questions raised by the establishment of the Special Fund.
$7  The Secretary-General would view the Special Fund as &n extra-
budgetary fund édndnistered by a new unit within the United Nations
Secretariat, in charge of programmuing and planning the operstions of
the Specizl Fund, under the policy suidance and subject to the final
decisions of an intergovermmental 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 srall be a separate fund which will require some new

administrative and
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operational machinery; and that, without impairiag the separate identity of
the Special Fund, fulleat possible use should be made of the existing
machinery of the United Nations, the specialized agencies - including the
existing international financial institutions - snd the Expanded Programme

(oo

20. Fa—théa-fugemrégssible ansvers are exploredsto some of the questions
which arise relating to the following matters: legislative authority; the

of Technical Assistance.

ot
sntergaversmentat executive bé:;? edministration of the Special Fund; working

relationghips with existing programme:s and inter-agency coordination; proce-
dures; and financial arrangements.
2b. The question of working relationships with existing programmes and of
inter-agency coordination arises at varicus stages of the sitructural arrange-
nents sand sdministrative procedures. Its various aspects are therefore taken
up in comnection with the other guestions vhich are discussed below in the

order mentioned in the preceding parazraph.

I. Legislative Authority

8. It ia believed that the powers and functions pertaining to the legis-
lative authority should be vested in two Principal Organs of the United
Netiong, i.e., the Cencral Assembly and the Economic and Social Council.
In the context of the present proposals, it would eppear unduly cumbersome

to create a new orgen, as had been recommended by earlier committees.
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2§. As between the two Principal Organs, the distribution of functions could
be conceived as follows: the Economic and Sociel Council would be the Organ
responsible for the formulation of general rules and principles, the review
of operations of th{f;u;fl on the basis of snnual reports, and the conaideration
of the activities of the Fxpanded Progresmme of Technical Assistance and of the
Special Fund in relation to esch other. The General Assembly would review
the sctivities of the Special Fund on the basis of the Annual Report of the
Feonomic snd Social Council to the General Assembly. It would be the Organ
regponsible for the modification or amendment of the basic instrument of the
Special Fund, on recommendation of or af"ter comsultation with the Economic
and Soeial Couneil.

269 Members of the executive organ of the Epecial Fund could be elected by
the Economic and Social Council according to rules defined in the basic instru-
ment of the Special Fund, i.e., .the General Assembly resclution creating it.
Stetes not members of the United Hations 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 Ceneral Assembly.

TI. The Executive Organ

2¢. It is suggested that 3 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 Govermments would apply.
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36, The Board would decide on the projects submitted to it by the chief
executive officer, avthorize cormitments, establish the policies of the
Special Fund in sccordance with the rules end prineiples laid down by the
Economic and Soeial Council, review the Special Fund’s administration end
operations, and report to the Economic and Social Council.
A1. Steps should be taken to ensure proper co-ordination of the mctivities
of the Special Fund snd of the Expanded Progremme. With this end in view,
it would seem desirsble that the Executive Board’s annual report should be
referred by the Econcmic and Social Council to its Technical Assistance
Conmittee. In this respect also, consideration might be given to the
selection of the Board from among members of the Technical Assistance
Committee.
a&. The present type of Fund would not seem to call for continuous sesesions
of the Executive Board. While approval of projects would be given on & 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 thé%;§:;°a resources and & better
appraisal of the Funi's operations by Covermmenis for the determination of
their yearly contributions.
15. The chief executive officer of the Speeial Fund (ef] "éémion III below)
would perticipate without vote in the deliberations of the Bosrd. The
pupof 34 bor
members of the joint advisory committee {referred to in peaé;a-;u-bem)
should be invited to attend all meetings of the Executive Board but without
vote. The Executive Board shou’d also maike appropriate srrangements for

eonsultations with specielized agencies on metters within their competence.
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117. Administration of the Special Fund

Chief executive officer
1B, It is suggested that the Special Fund be administered by a chief executive
officer, under the policies esteblieh:d by the Executive Board in accordance
with the rules and principles laid down by the Economic and Social Council
{ef. parsgraph ;g)g The chief executive officer would report to the
Executive Board end would submit to it programmes of operation. He w.fula.
also prepare and submit annusl reports on the adiministration of the%‘;ufd.
Zﬁ, In view of the establishment of thgl‘?:;; as an extrabudgetary organ of
the United Nations, it is suggested that the chief executive officer be

U Lolor Modiag
appointed by the Secretary-Geneya Af)ia eonsultation with the Executive
Chairman of the Technicel Assistence Board and the President of the Inter-
national Bank, and subjeect to the asprroval of the Executive Board.
38. The chief executive officer would have the right to attend the meetings
of the Technical Assistance Board. |
3j The chief executive officer should remain in close touch end establish
working rélationshipa with a1l specielized agencies concerned with those
fields of activity in vhieh the Epecial Fund would operate.

Joint Advisory Committee

Vcicasl

i&. It 418 recommended that along the lines of {he suggestion of the

-Gmtttee-;y a8 Joint Advisory Commitiee be established, composed of the)y, . i
Secretary-Ceneral of the United Naticns, the Executive Chairmen of the s
Technical Assistance Board and the President of the International Bank, or

their desiznated representatives. Membership of the Executive Chairman of

Wctm—pt—vr—
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the Technical Assistance Board would seem essential to ensure close co-
operation with the Expanded Programme of Technical Assistance.

;ﬁ: It would be the function of the Joint Advisory Committee to advise the
chief executive officer on the formuilation of thiin&“l programme of
operations in the light of information in the possession of the authorities
composing the Committee and of applications submitted to thﬁs:j;;d

Starr

ﬂ‘. The staff of the Bpecial Fund should consist of & small group to assist
the chief executive officer administer the programme. Under the direction
of the chief executive officer, the staff would eonsult with appropriate
bodles on the technical and substantive aspects of projects, submit to the
Executive Board programmes of operation, analyze reports on projects, and
subsequently nﬁbﬁit 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
fieilities would be made aveilable to the Special Fund without charge except

vhen clearly identifiable additional expenses were involved.

IV, Procedures
f.fg Projects should be undertaken only at the request of a Goverrment or
. group of Coverrments. 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 end with the
executive heads of the specimlized agencies. In all cases, a request would
have to be formulated by the Govermment or Governments concerned before final

approval.
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}‘g. With the assistance of the Joint Advisory Conmittee,; the chief executive
officer would drav up & programme of operations on the basis of the technical
evaluation of projeets znd within the limite of the resources expected to
be available. For each particular project the programme would 1uc1uﬁe:
{a) a summary of its technicel evsluastion; (b) a proposed budget showing
the financial implications of the project in their entirety; (e) a draft
agreement regarding the implementetion of the project and itz control.
$£¥. After exsmination of the Troposal s submitted by the chief executive
officer, the Executive Board woulc take a finsl decision and authorize
the chief executive officer to make the appropriate arrangements, including
the conclusion of the appropriate agreements for the implementation of projects.
@li. Projects would be implemented as far as possible by the United Nations
and for the particular agencies concerned. Control of implementation would
be exercised to the greatest possible extent by existing field services and
by the staffs of the agencies charged with responsibility for execution of
individual projects. The chief crecutive officer of the Special Fund would

report on the status and implementation of projecte to the Executive Board.

V. Fingneial Arrangements
4¥. The financial administration and management of the Specisl Fund should

be governed by financial regulations which could be developed by the

T il ks
Becre‘baryaﬁenenl/,mion with the chief executive officer, for _

T Gcorlama mtlf acalid Dl Ao, /w-apd‘é( /A
review by the Executive Board,

and apnroval by thefdvimoryComyitteron
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éé-., It would appear that regulations for the Speeial Fund could be similar
to those already applicable to the Special Account for the Expanded Programme
of Technical Assistance. If this were the case, the Special Fund would be
operated under the custodial authority of the Seeretary-General, who would
.‘be responsible for receipt, management and disbursement of all moneys, and
would sceovnt for all financial transactions. The procedures concerning
acceptance of contributions, invesiments, internal financial controls,
accounts and financis) reports, and éxtmnl audit could also be comparable
)t.o those for the Speeial Aceount#

| [9'3 . Modifications would be necessary, however, in the provisions for
‘committing and obligating fundeg and possibly in respect of eertain other
prccedumsj. Specifically, awthority should exist toc approve programmes of
more than one year's duration.

éﬂ, Also, if, as appears likely, the possibility should exist for an
exchange of' currencies between the Specisl Fund and the Specisl Account so
as to assure maximum eurrency utiligation, then authorization for such
exchanges thould be provided in the finaneiel regulations.

9%/ An adeptetion of existing procedures could be developed to provide

for the acceptance and use of peyments in local currency by recipient
governments .

46’ The actual funds for financing the office of the chief executive officer
-should come under the same proeess of review and approval by the General
ﬁasaibly aé 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.
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§6. As contributions will be made voluntarily on an ennual 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 Ceneral Assembly's Negotiating Committee for Extrabudgetary Funds
conld also be used.
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RESOLUTION AUOETED BY THE GENERAL ASSEMBLY APR 29 2UZY

[on the report of the Second Committee (A/3782)/ WEG ARCHIVES

1219 (XII). Financing of economic development

The General Asseubly,

In coaform.*y with the determination of the United Nations, as expressed in

its Charter, to promote social progress and better stendards of life in larger
Treedom, ang for these ends, to employ international machinery for the promotion
of the econbmio end sccial advancement. of all peoples, .

Conscious of the particular needs of the less developed countries for
international aid in achleving accelerated development of their economic and
social infrastructure,

Recalling its resclutions on the establishment of an internaticnel fund for
econcmic development within the framework of the United Nations ard, in partf;ular,
reaffirming its unanimously sdopted resolutions 72k A (VIII) snd 724 B (VIII) of
T December 1953, ' i

' Noting the reéomﬁendatibn of the Economic end Social Counecil in its
resolution 662 B (XXIV) of 31 July 1957,

Recognizing that the United Nations Expanded Programme of Technicai
Assistance is of proven effectiveness in promoting the econocmic develepmént of
the less developed countries,

Recognizing however that neither the Expanded Programme nor other'existing

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

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

57-35403 L woin
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and social development of thé less developed countries, and, in particular,
would facilitate new capita] investments of all types - private and publie,
national and international - by creating conditions which would make such
investments elther feaéible 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
theilr 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,

x

Commends the Ad Hoec Committee on the Question of the Establishment of a
Special United Nations Fund for Economic Development for the work embodied in its
finall/ and supplementaryg/ reports prepared 1n 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, economi¢ and social development of
the less developed countries,

2., Deeldes further that, in view of the resources prospectively available
et 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 aspecial projects

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

1/ A/3579 end Corr.l and Add.l,

2/ A/3580,
i
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paragraph 4 below, for examplé, intensive surveys of water, mineral and potential
power resources, the establiéhment, including staffing and equipping, of training
institutes in public administration, statistics and technology, and of agr*cultural
and industrial research and productivity cantrea,

3. Considers that while, without impeiring the separate identity of the
Special Fund, the fullest possible use should e made of the existing machinery
of the Uhitea Nations, the speciélized agencies - including the existing
international finaneial institutions - and the Ixpended Progreume of Technicél
Assistance, the Fund will require scme new administrative and operational
machinery; : )

L.  Decides to establish a Preparatory Coumlttee composed of representatives
of sixteen ‘Governments to do the folloving, tak¢ng into zccount the principles
set out in the annex +to the present resoluticn and the views and suggestions
forwarded by Governments pursuant to paragraph T below:

(E). Define the besic fields of assistance which the Special Fund should
encompass and, within these fields, the types of projects which should be eligible
for essistance;

(B) Define in the light of parabraph 3 above the administrative and
operational machinery to be reccmmended for the Special Fund, including such
changes as may be required in the present legislation and procedures of the
Expanded Programme cf Technical Assistence;

(¢) Ascertain the extent to which Governments would be willing to
eontribute to the Special Fund;

5. Invites the President of éﬁe 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;

T Reguests Governments to assist the Preparatory Committee in 1ts work by
forwarding their views and suggestions to the Conmittee through the Secretary-
General and, in particular, by indicating the extent to which they would be
willing to contribute to the Special Fund;

e
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8. Invites the Secretary-General, the executive heads of the speclalized
agencles 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 Counecil,
at 1ts twenty-sixth seseion,

30, Requests the Economic and Social Council to transmit the Preparatory
Committee's report, together with its own comments, to the Geueral Assembly, at
1ts thirteenth session, for final actlon;

11, Looks forward to the establisiment of the Specigl Fund as of
1 January 1959; | '

12, Appeals to all States Mewbers of the United Notions, in a spirit of
co-operaticn and solidarity, to give the greatest possible assistance to the Special
Fund. ;

IIT

Decides that asiand when tﬁe resources prospectiveiy available are considered
by the General Asessmbly to be sufficient to enter into the field of capital
development, prineipally 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 teke such action as 1t may deem appropriate.

730th plenary meeting,
14 December 1957,

Fvnih
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ANNEX

1. The Special Fund shell be & multilateral fund of the United Natlions, with
financial resources principally derived from voluntary annual contributions of
Governments and cthers in or trensferable into currency usable by tha Fund and,
es tuch as possible; pledged or indicated for e number of years.

2. Asssistence from the Special Fund shall be given only to projects vhich would
make a contribution (o the economiec develcpment of the reguesting country or
countries. The operations of the Fund shall be ia conformity with the principles
of the Charter of the United Nations and shall not be influenced by political
congiderations. :

3. The Special Fund shell be administered by e chief executive officer under
policies established by an executi?ejhody in accordance with such rules and
principles as may be laid dowa by the Generel Assembly and the Economic and
Soeial Councll. The newmbership of the executive body shall be equally
distributed betveen two groups, one consigting mainly of malor contributing
countries and the other consisting mainiy of less developed countries. Each
memnber of the éxecutive body shall have one vote. Declsions of the executive
bbdy on questions of policy, including the allocation of funds, shall require &
qualified majority vote.

*
* *

At the T30th plenaiy meeting on 14 December 1057, after the adoption of the
resolution, the President of the General Asser™ly appointed the following States

Members to be represented on the Preparstory Comwittee, in accordance with
paragreph 5 of seetion IT of the resolution ehove: 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.




February 19, 1958

Dear Mr. de Seynes: /

I am replying to your letter of February 1k (EC 132/221 (2)),
enclosing drafte of papers on the administrative and opsrational
machinery and on the fields of assistance and types of projects
of the Special Pund. You say that these papers will be incor-
porated in a memorandum to be circulated to govermments soon, and
you ask that I send you promptly any further comments we may have.

Such few additional comments as we have, relating to the
first part of the working paper, are attached; like those sent
with my Pebruary 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 sugpestions proved useful and acceptable.

8incerely yours,
(Signed) Davidson Soumars

Davidson Sommers
- J’g Q Vice~President




1. In paragraph 5(c), on page 3, we suggest that the last clause
read "the Fund would not normally provide such assistance, except
possibly to meet particular needs™ ete. The word "possibly"™ has been
added.

2. In the second line of paragraph 5(d), on page 3, we suggest
changing "the Special Fund activities would naturally include™ to "the
Special Fund activities might be expected to include®™. We also suggest
deletion of the word "appreciable® in the next line, so that the text
would read "a number of projects®,

3. In paragraph 13, on page 6, it appears that the word "that" has
been omitted following the word ®perspective®,

he In paragraph 1L, on page 6, the end of the last sentence refers to
the possibility of some projects being properly and conveniently handled
by the United Nations while others might be handled by the specialized
agencies., There is no reference to the possibility that the Fund itself
might assume responsibility for execution of some projects, presumably

by contracting with private organizations 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 agencies to
undertake their administration. Since, as we understand, it is contem-
plated that this might in fact be done, we suggest that the portion of
the last sentence of paragraph 1L following the semicolon be revised to
read: "some of the projects may most properly or conveniently be handled by
the United Nations or by one of the specialiszed agencies, while some
might most appropriately be handled by the Fund itself.®



7R
UNITED NATIONS (@) NATIONS UNIES

NEW YORK

CABLE ADDRESS ' UNATIONS NEWYDORK * ADRESSE TELEGRAFHIQUE

FiLE r‘au-: e 132/221 (2) 14 Februa.ry 1958

Dear ir, Sommers,

ccaase I take pleasure in sending you the enclosed drafts of the papers
on the fields of assistance and types of projects and on the administrative
and operational machinery of the Special Fund.

I should like to take this opportunity to thank you for your most
helpful comments of 7 February, all of which we agree with and most of
which have been incorporated in the text. 1 should like to thank you
also for the close and informal collaboration extended by you and your
colleagues in this preparatory work.

These papers will be incorporated in a memorandum to be submitted
to the ‘reparatory Committee as requested by the General Assembly in its
resolution 1219 (XII).

| This memorandum should be circulated to governments soon, and it

| would therefore be appreciated greatly if any further comments you might
wish to make on these drafts could be transmitted to us during the coming

week.

Yours sincerely,

Philfpp & S
Thilippe de Seynes

Under-Secretary for Lconomic
and woclal Affairs

Mr, Do Sommers,

Vice Fresident and General Counsel,

International Bank for Heconstruction
and Development,

1818 H Street N.W,,

WaShin.gtron 25 » Dc C.

cc Mr. Lopez-Herrarte
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DRAFT 14 February 1958

ﬁirat part of the Working Paper of the Secretary-
General in response to General Assembly Hesolution
1219 (X11)7

1. In its resclution 1219 (XII) the General Assembly invites the Secretary-
General to presert his views and suggestions on the basic fields ¢ assistance
thet the Special Fund should encompass and, within these fields, the types of
projects which should be eligible for assistance.
20 In formulating these views and suggestions, the debates in the General
Assembly concerning the needs of under-developad countries and the ‘uture
direction of the techmicel assistance activities have heen taken inuo account,
in addition to the discussions on the Special Fund which led to the adoption
of resolution 1219 (XII).
3o The resolution indicates the purposes of the Special Fund and its rela-
tion to the Expanded Programme of Technical Assisteénce, when it staies that:

(a) neither the ¥xpanded Programmwe nor other existing programmes of the
United Nations or the specizlized agencies can now mest certsin urgent needs
which, 1f met, would advance the processes of technical. economic and social
development of the less developed countries, and, in oerticular, waild
facilitate new carital investments of all types - private and public:, national
armd internstional = by cresting conditions which would make such investments
either fessible or more effective;

(b) the Special Fund is to be a separate fund, established as an expsn-
sion of the existing tec'nical assistance sarnd development activities of the
United Nations and the specialized agencies, which would provide systematic
and sustained assistance in fields essential to the integrated technical,

economic and social development of the lesa developed countries;



(e} 4n view of the resources nrospectively available at this time,
wtich are mot likely to axceed 100 million annually, the aperations of the
Snentsl Fund shell be d3irected towards enlarping the scove of the United
Nstions rrogramme of tachrdecal assistence so as to inelude specizl projects in
eortsin hasie Melde to be dafined by the Prepsratory Committee.
4o  From these indiecztions, & rurber of cﬁteria mey usefully be derived, for
distinpuishing the operation cof the Svecial Fund from that of the Txpanded
Prozremme in a way condueive to the orderly mansgement #nd co=ordiration of
bcth progremmess. It coes not seem, however, indispensable, nor inceed feasinie,
to set out such eriteria too precisely or too rigidly. The sugqzestion helow
that the Fxecutive Cheirman of the Technieal Assistence Beard be a nerber of
the Joint /dvisory Corrittee to the chief executive of ficer is in recognition
of the importance of maintaining the closest co-ordination between the
operations of the Special Fund end thoss of the Vxrandad E’mgmmclf
5¢ 1t may be useful to contrast tre criteria underlying the operations of
the Special Fund with those of the Expandsd Programme as follows:

{a) in contrast to the Expsnded Programme of Technical Assistance, which,
in order to take sccount of the wide variety of needs; and of opportunities
for technical assistance, has hed to spread its rescurces over a larrze number
of projects, the Special Fund would concentrate iis resources on & more limited
murber of orejects inwlving relatively neavier individual tudgetary comitments.

This ie not to say thet cost alone should serve as a yardstick to distinguish

1/ See second vart, paragraph 8.
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betweén a Special Fund project and an Expanded Programme project; but a
dirfe‘rence in financing methods =-- such as diversified versus concentrated
spending -~ could, in many cases, constitute a criterion;

{b) in contrast to the Fxpanded Programme and as a consequence of the
distinction noted sbove, the Special Fund could undertake projects involving
inveatigationz of considerable scope or depth;

{e) in contrmst to the Expanded Programse, and as a consequence of (a)
and {b) above, the Speciml Fund would encompass in its activities projects
requiring a higher degree of susteimsent, i.e., involving commitments over
longer periods of time, than has been posgible rh:l.therton Conversely, as
fellowship programmes fit naturally within the existing technical assistance
nctivit:lés s the Fund would not normelly provide such assistance exc lé?;;:tlﬁ]
particular neede irherent in the execution of a gpecific project Tinanced by
it

{d) in contrast to the Expanded Programse and s @ further consequence
of the sbove, the Special Fund ectivities\would/naturally ineclude, in addition
to projects intended to bring direct benefits to one country only, an appre-
cigble number of projects invelving several countries or even entire regions.
Although the distribution and utilization of the Fund's resources will be
based on government requesis, it is not foreseen that the country prograzming

procedures under the Expanded Programme would apply.
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6. These distinguishing features should, however, not result in the
desirable relationship of the two programmes being lost sight of; they are
closely elated and are likely to prove partieularly fruitful vhen they can
be mutually supporting. Requests for assistance under The Special Fund will

frequently mrovw out of recommendations of experts working under the Expanded

Prograsmme., Conversely, projects under the Speeilal Fund way give rise to
sctivities under the Fypanied Programse.

T. Similarly, since the Fund is intended to lay the basis for imvestment,

the work of the International Bank for Reconstruction and Development, which
has acquired a vast experience im the finencing of economic development, will,
in a mmber of cases, have a bearing on its sctivities. In some instances
projects may come after earlier Bank investigation or activities; in others,

the work carried out with the assiztance of the Fund may be considered by the
Bank in wmaking decisions as to financing. It is for these remsons that the
suggestions made helow ghout the structure of the Fund provide for the President
of the International Bank for Reconstruction and Development to be a member of
the Joiat Advisory Coumitiee,

8. The fact that the Special Fund's cperations are to constitute an expansicn
of the present technical asslstance activities rhould not cbseure the fact that
the limited resources of both prograwmes are not proportionste o the formidable
requirements of eccnomic development. However, the activities of the Special
Fund should, within its liwils, have an important impact by stimuleting the
underéaking of concrete projects and the planning or prograsming of further
rrojecis thus made possible. The Fund might finance exploratory or preliminary
tests or studies in some multiple phase projects. As in the case of the -

Expanded Programme, 1t will not assist research of a purely academic mature,
Its projects might involve,
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in addition to the provision of experts or appropriate staff, the'ﬁmncing
of related purchases of equipment to a larger extent thaun ie possible under
the present technical assistence schemes; yet the Fund, like the Expanded
Progromme, not being a capitel fund, will ocbviously be unable to finance
heavy capital expenditures. Again, ss under the Fxpanded Programme, projects
sseisted by the Fund should be followed up and taken over by public or private
organizations or enterprises,

9. The General Assembly has exemplified ite wishes regarding the fields in
which the Specisl Fund should provide assistence, by mentioning intensive
surveys of water, minersl and potential pover rescurces, the establishment,
{ncluding staffing snd equipping, of training ingtitutes in public administration,
statistics and technology and of agricultural and industrial reeearch and
‘productivity centres.

10, These exawples offer some guidance in the definition of the sctivities
and types of projects which the Special Fund would asslst. They are only

a part of the vast range of activities essential to the integrated economie
and social development of under-developed countries, Bearing in mind its
prospective resources, the Fund is likely %o make a greater impact in laying
the basis for investment by concentrating on a few important kinds of
activities., Also, the sphere of operations indicated for the Fund should

be seen in the perspective of the efforts already being made by the Expanted
Programme, by the United Nations (including i%s regional economic commissions),
by the specialized agencies, by specific echemes such as the Special Fund

for Malsria Eradication, and by the various bilatersl and regional programmes

for technical essistance and finenciasl aid,
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11. The Special Fund would devote a substantial part of its activities 'ho.
purveys relating to the ‘d_eveloment of natural resources. While the Fund
wuld not cover all aspecis in ﬁhis field, it would be necessary, in many
cé{ées, to consider social and demographic factors specifically bearing on
the utilization of resources.

12. While the surveys of resources would pave the way for investment,
certain techniques and skills may be required to make investment both mere
feasible and more effective. The development of such techniques and skills
way call for assistance through the establishment of training and research
institutions or through prejects carried out in existing institutions.

13. It is in this perspective the types of projects have been listed in
the Annex %o this paper in relation to two basic kinds of actlvities, i.e.,
(A) surveys of resources and (B) training and regsarch facilities.

14, The types of projects, some of which are interrelated but had to be
distinguiahed for the sake of présant!ation, are described in general terms,
eince detailed proposals and cost estimates can only be worked out on the
basis of specific requests that Covernments will make to the Speclal Fund.
'fhe various types of projects have been listed from the point of view of
their sligibility for assistance from the Fund, irrespective of the agaencles
through which t.hey_ might be cerried out; while some of the projects may
most properly and cbnveniently be handled by the United Nations itself,

others would fall within the competence of specialized agencies.

a
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g Gecomd pert of the W Working Paper of ¢ '
’r“!ar‘“{%nr-rel in reaponse to Gemr&l
Aspembly resolution 1219 (XI1}/
AR INISTRA T VE NQT‘ OPFFRATIOHAL
TTHIWERT OF T SPECIAL FUND
The presenl peper is intended &3 an outline of vossible solutions to

seme of the admirdetrative and opervationsl questicns raissd by the esteb-
Lishment of the Special fund.

23 In formel=ting hig wviews apd :m;gf:'e;st.ionag the Saeoretary-Gensral has
Arewi on the experience >f existing United Natione programmes operating on

thy basis of extrabudeetsry funde as w.e-:il gs on sore of the work of sarlier
comuittess whieh have stadied extensively ouestions of admiiistrative and
sparational machinery in comnection with a zanital develop-:r.int fund: although
the ;r:ac: 3 Fund is not 3 canital investient fund, sore of vhe festures of the
opgravional mechliery envisaged bty esrlier commiltess may be borme in mdnd.

3. The Secretery-Oensral would view the Tpeciel Fuad as an extrabudgetary
fund administered by & neWw unil within the Urdted Nations Cscretardst, dn
charge of progromming and planming the operations of Lhe Svecial Fund, urder
the policy enidones and subject té the final decisions of an interzovernmental
executive body, and relying to the grestesit possible sxtent on existing
facilibivwe withan the United Nations and the specialized apinecies for the
preparation and for the implementeation of oro jects. This formala would seem
e satisfy the Geperal Assembly resclution which provides tnat the Special

Fund shall be a sepirate fund which will recuire some new admind strotive and
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operational machinery; and that, without impairiog the geparats identity of
the Epecial Fund, fullest possible use should be zede of the existing
pachinery of the United Nations, the specialized epenciesy -- ianluding the
existing irternational financial institutions -. snd the Expanded Progranme
of Technicel Aszistance.

L, 1In thie paper posgible angwvers are explored to some of the gquestions
vhick arise relsting to the following mattevs: legislative suthority; the
intergovermmental executive body; edminietraticn of the Specilal Tund; working
relationships with existing programmes end inter-sgeancy coordination; proce-
dures 3 and finascizl arrengesenis.

5. The question of working relaticnships with exigting progremmses and of
inter-agency coordinstion arises &b vayrious atages of the structural srrenge-
mente and sdministrative procedures. Ite various aspesie are therefore faken
up ir comnection with the other questions which are discussed below in the

order mentioned in the preceding paragyaph.

I. legislative Authorily

6. 7% i3 telieved that the powers and functions perteining to the legis-
lative authority should be veated in two Priscipal. Orgzns of the United
Naticng, i.e., the Genernl Assembly and the Economic and Sceial Council.
In the comiestt of the present proposals, ft would appesr unduly cumbersome

©o create & nevw organ, a3 had been recomsended by eaclier commitiess.
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T. As between the two Prineipal Orgens, the distribution of functions could
be conceived as follows: the Economie and Sceiel Council would be the Organ
responsible Tor the formulatlon of general rules and princivles, the review
of operations of the Fund on the basis of annual reports,end the considerution
of the activities of the Expanded Programme of Technical Ageistance and of the
Special Fund in relation to each other. The Ceneral Assembly would revieuw
the activities of the Speciel Fund on the basis of the Anmual Report of the
Economic and Social Council to the Generzl Asserbly. It would be the Organ
responsible for the modification or amendment of the baslie instwiment of <he
Special Fund, on recommendation of or after connulta:t:lon with the FEconcomic
and Soeiel Council,

8. Meuwbers of the executive orgen of the Special Fund could be elected by the
Feonomie and Bocial Council according o rules defined {n the basie {pstrunent
of the Special Fund, i.e., the Ceneral Assembly resolution creating it.

States not mewbers of the United Natioms but merbers of the spesielized apencies
could be eligible for membership on the executive organ. There should be no
diffieulty for such States ia participating in the mermel pledging vrocedures

provided for by the General Assewbly.

II, The Executive Orpan

9. It ir suggested that a small Executive Board consisting of ten to fowrteen
members be established. It would appear that the recommendation conteined
in the armex to the Ceneral Assembly resocluwtion for egqual representation

on the Brard of major contributors and of other Covermments would apply.



s The Board would decide on the rrojects submitted to it hy the chiel
executive of ficer, suthorize commltments, esatahlish the policies of Lhe
Specisl Fund in accordance with the rules and nrineiples laid down by the
Esonomic and Social Council, reviéw the Specisl Fand'e aduinistration and
operations, ani report to the Feonomie and Sog 21 Councils

1l.  Steps should be taken to ensure proper co-ordinstion of the sctivities
of the Speeisl Fund and of the Expanded Programne. With this end in view,
it would seem degivable thot the Raecutive Board's aamual report should Le
referred by the “conomiec and Socisl Ceuncil to it3 Tachnical Assistance
Commintee. In this respeet also, considersti n might be ziven to the
salegtvion of Lhe Hosrd from amorg members of the Tecwoeal Assistance
Commiybee.

12,  The rresent type of Fund weuld pot seen’ Lo call for continuowes sedmions
of the Executive Board. While spproval of projects would be piven on a cass
by case basisg grouping of nrojects for submission to the "xecutive Board
meeting for & limited number of sessions during Lhe vear would provide a
better picture of the allocation of the Fund's rescurces snd a betier
apphraisal of the und'z operstions by Governments for the determinetlion of
their yeariy Eﬁhtributionsa

¥3s The ahief eﬁeoutivm ef fiser of the Spesizl Fund (ol . Bevtion 111 be ow)
woinld verticipate without vote in the deliberstiong of the Hoasd. The
members of the Joint advisory commities (referred to in section 11T below)
shonld be invited to attend all mestines of the fGxecutd ve Hoard but withous
yote. The ‘ecutl v Board should also make apnroprizte arrasgesments for

consuliations wita srecialized asencies on matlers within their aompetent 4.
-



Y. Adminjetration of the Specizl Mand

L2

th, 1% is supmested thet she Special Fand be sdaintstered by a ohief execubive
officer, under the policies esmtablished by the Executive Board ia wwsocrdance
wikh the yules wnd prineloles laid down by the Economic snd Bocial Compeil
[ef. peragraph 101, The shief executive officer wewld veport to the
Fresucive Fomed and would subalt to 14 progrommes of operstlon, He would
@lgo prepexe and subelt sonual reports on the administiration of the Fond,
15, Jn visw of the egtablishment of the Fund as an extrabudgetary organ of
the Upited Wetionw, 1% is suggested that the chief axecutive officer by
appointed by the Secrelary-leneral, in consultetion with the Exemutlve
Chatvraan of the Techaical Assistance Board and the President of the lnker-
natiors] Bank, and sobliest to the spprovel of the Fxeeuiive Boawd.

1€, The chief exseutive officer would heve the right to attend the msetings
of the Technical Asslstanse Bourd. o2 INC C—

1T. The chief executive officer should remain in cloee touch and eateblish
wriking celetionshive with all speclalized agencies concerned with those
fialds of melivity in whizh the Speeial Fund wonld uperate.

Joint Advisory Uom) t4es

18, It is recommended that along Lhe lines of the mugmestion of the Scaeyven
Comattiee i,l*! @& Joiat Advizory Cemuitiee be woteblished, composed of the
Seoretary-General of the United Matioms, the Frecuitive Chairman of the
Techoiesl Agzsievance Board and the President of the Intermational Bank, oy

their designeted rvpresentatives. Membership of the Executive Chairman of

.f.l‘:/ AJ)‘EW,V Chﬂ‘pﬂ’:c‘? VI -1



the Technical Assistance Board would geesm egseniial to ensure 2lose co-
operstion with the Expanded Programme of Technical Aszistance.

19. It would be the function of the Joint Adviscry Ccmmittee to advise the
chisf executive officer on the formulstion of the Fund's programme of
operations in the light of information in the possession of the autborities
composing the Committee and of applications submittied to tae Fund.

2., The staff of the Bpecisl Fuad should consiah of 2 amall group o asgist
the ehlef executive officer administer the progremme. Under the directiov
of the chief executive officer, the staff would cousult with appropriete
bhodies on the techniecal and substantive sspects ol projects, submit wo the
Executive Board programmes of coperstion, anglyze reports on projecta, and
subsequently submit reports o the Executive Borrd. For other services

the chief executive officer would rely as far sz possible on the existing
facilities of the United Nations and the specialized sgencies, {neluding
the facilitien of the Technical Asgistmnce Board., It is hoped that these
taciliities would be made svailable to the Speaisl Funt without charge sxcept

when clearly identifieble additional expenses wvere involved,

1V, Erousdures
21, Projects sbould be undertaken only st the vequesi of a Jovermment or
group of Coverrmmenta. Proposals could, houewver, be made by the chief exerutive
officer after consultation with the Joint Adviscry Cosmities and, wheneves
appropriace, with the Ssevetsry-Oeneral of the United Nstions wod wivh the
executive heads of the specialized sgencies, I w1l cases, & request would
have to be formulated by the Covernment oy Covermments concerrmd wefore fnal

appiroval o



20, With the sseistance of the Joint Advisory Uomadttes, the c¢hief execuwtive
olfficer would draw up a programme of cperations on the basis of the techaical
evaluation of projects and within the limits of the resources expecied o

e gvailable. For each particular vroject the progresmme would inelude:

{a} a sumesry of {ts technical evalustion: (b) & proposed budget showing

the financisl implications of the project in taeir entirety: (o) u drale
agressent regarding the implementation of the project and ite contyrol.

2%. Afier exmpinstion of the proposals suumitted by the chiefl ewesptive
nificer; the Executive Board would take a fipal decision snd authorize

toae chief executive officer o wmake the wmpproprizte arrangaments, including
T ﬁonalusion of the approprizte agreements For the implementelion of projects.
24. Projects would be implemented as Par ms possible by the United Mations
aad for the perticular agencies convermed. Contrel of implementation would
e sxorcised to the greatest possible extent by existing field services snd
by the stafts of the ageoclies charged with responsivility for exesution of
individual projects. The chief ewecubive offiser of the Speefal Pund would

FEport on he status snd implementation of projects to the Erecubive Sosrd.

V. Pivaneial Avesngemends

25%. The firancial administration and mavagement of the Special Fund sbeulsa

7]

governed by financial regulations which could be developed by ihe
Seeretary-Ueneral, ip consulistion with the chief executive offizer, for
review by the Executive Board and approvel by the Adviesyy Commitiee on

Administrative and Budgetary Questions.
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26, Tt would appear that vegulations for the Specia! Fund could be similar
te those alveady appliceble to the Special Account for the Fepanded Prograsme
of Technical Assivtance. If this were the csse, the Special Funt would be
operated under the custodial authority of the Becretary-Genersl, who would
be responsible for raeeipt, mansgement and disbursement of sll muneys, and
would account for all fimneisl transseiions. The procedures concerning
aageptance of contrivutions, investments, internal financial controls,
ageopat: and financisl veports; and extermal audit could elsoe be comparable
to those for the Special Azeount.

&7, Modiffeations would be neceseary, however; in the provisions Tor

rommmi bbing and oblizsbing funds snd poseibly ia respeci of seriain other
procedures, Specifically, authowity should exist to approve programmes of
fiore cnan one year's duration.

28. Also, if, as appears likely, the possibility should exist for an
exchange of currencics betwesn the Special Fund and the Special Recount so
38 to sasure meximmm currescy utilizetion, then authorizetion for such
sxchanges akhould be gprovided in the finsncizl regulations.

2. Ao edaptation of exiabing procedures could be developed %o provide

for the scceptance and wse of paymendts inm loesl curreney by wrecipient
FOVEPIMeNts .

0. The sctual funds for Plnancing the office of the chilel exezeutive officer
should come under the gume process of review und approvial by the Denersl
Agsenbly s other wpecial offices of the United Nations, for which budgetary
provision is made,. The funds could be obtained by a grant of funds <o

the United Mations budget by the Executive Board of the Special Foud.



5l. As contributions will be mude volumbarily on an annual basis, the
Teckhnical Assistance Pledging Conference, which 18 held every year, could
be reovganized #0 as to include pledging for the Specfal Pund. The services
of' the General Assembly’'s Negotiating Committee for Extvrabudgetary Punds

eould alige be uned.



February 7, 1958

M. Philipre de Scynes
Under-Secretary
Departiwrt of Foopomico and
Unlted NHationg

liew York 17, New York

Near Y. de Beymes:

I am writing to give you, in accordance with your
requegt, some comments on the draft Jecretary-Censral's
memorandum on "Aduinistrative and Operational ¥achinary
of the Special Fund,” dated January 21, 19568, In view
of the preliminery and confidential status of the paper,
its reoview within the Bank has been confined to the
staff level, so that thega camments should not be taken
as expressing the Linal and formal views of the Bank,
The dralt semorandun hes net, in fect, beea glven to the
Executive Directors. I is wy understanding that this
progedure accords with your wishee at thds junoture.

Sincerely yours,

Davidson Somaers
Vice President

kne,
16 :5Boskey s tf

ec: Mr. Sommers \/-



For convenience, the following comments are set forth in the order
of the paragraphs of the memorandum to which they relate.

1. The firet comment has to do with the language purporting te
assign responsibility for formulation of basio policy. Paregraph ILI of
the Armex to the Ceneral Assembly resolution establishing the Special
Fund declares that the Fund shall be adwinistered by a chief executive
officer "under policles established by an exeeutive bedy in accordance
with such rules and principles as way be lald down by the General
Aspembly and the Economic and Soecdal Council." Presumsbly the draft
memorendum is intended merely to give effecht to this directive. HLowever,
it sesms to us that that intention has not been expressed very clearly,
and that some rewriting would be desirsble. The first sentence of
mr,mms,whmummwum

Mﬁnmﬂhmwdthtmlwimmww
At the ssme time, paragraph 15 on page 5 declares it to be a function of
the Executive Board to "formulate policy propossals for consideration by
the Economic and Soedal Coumeil." Only paragraph 9 on page & appears to
Wﬁthmm“nrﬂnm, in referring to "policies estab-

lished by the Executive Board . . . in ageordance with such principles as
may be laid down by the Economiec and Social Coumcll and by the General

n

would be broadly stated, and that the policy directives established by
the Executive Board would leave considerable initiative and freedom of
operation to the chief emecutive officer. We think that the Secretary-
Genersl's memorandum ought to give a much more positive expression to
this relationship between the Fund and the United Nations organs. In
this commection, consideration might be given to referring to the exacu-
tive board as "the governing board” and to the chief executive officer as
the "managing director' or “"executive director", as being more descrip-
tive of their respective responsibilities.

2. Ve agree with the proposal that the Executive Board of the
Pund oongist of no more than 1l members and we seriously question the ad-
visability of offering at the outset the alternative of a larger Board,



whose members would inelude the chiefl exeoutive offiocer, and whoge function
it would be to advige the latter on the formulation of the Pund's pregram.
(We assume that the executive officer was inadvertently omitted from the
Mpﬁmortmmm:hmhm.) While recogrising thai this

mittee, or putieimtim in committee dtmam without voting.

6., We heve two polnts to make concerning peragraphs 25 and 27.
Paragraph 2% seems to contemplate that the Fumd's own staff will be purely
sdminigtrative and that projects will be sppraised by and ecarried oubt by
m-p-elmmwu.xmxw While we agree that the specialized

with particular competence should be consulted and their technical
advice sought, we would hope that the Fund would itself have a small
technical staff eapable of evalusting projects and programs. Secondly,
paragraph 27 appears to maite the specialized sgencles and the United
Mm%nmclwwamctmmrwmnﬁmumemmﬁmdw
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UNITED NATIONS

j\} NATIONS UNIES

NEW YORK

CABLE ADDRESS - UNATIONS NEWYDRK - ADRESSE TELEGRAFPHIQUE

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. We 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 Mr. 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,

Phbgpe & Stp

Philippe de Seynes
Under-Secretary for
Economic and Social Affairs

Mr. Samuel Lipkowitz

International Bank for Reconstruction and Development
1818 H Street, N.W.

Washington 25, D.C.
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UNITED NATIONS NATIONS UNIES

T

NEW YORK

CABLE ADDRESS * UNATIONS NEWYORK * ADRESSE TELEGRAFPHIQUE

anns Bo 132/221(2) 5 February 1958

Dear Enricue,

»
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 eolleagues!
comments on it.

Yours sincerely,

Phetgp- &2

Philippe de Seynes
Under-Secretary for
Heonomie 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.Ce.
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(and Friday, Jan. 31)
Dear Enrique =
/

Thank you for your letter of January 2L, 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/Economic 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
npdministrative 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-govermmental
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 E.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. 92 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 commection with what I have already written, I shudder at the
proposal in para. 1l 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 conmnoting real leadership - "general manager" or "execu-
tive director"?

UN  Sass
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(L) 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.
T think the Bank should take a strong position in favor of a Board of not
more than 1l 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 TAR.
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 commection 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 asthe 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 /Demuth/
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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 0.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
8,CG. 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-Secretary
Department of Economic and
Social Alfairs

United Hations
Hﬂ Ia‘k 17' ui r.

Dear Philippe:

Attached, in accordance with your requesi, are some
suggestions as to the kinds of projects which might be financed
by the new Special Fund,

In considering what to suggest, we have had in mind that
the Pund is intended to finance so-galled "pre~invesiment” proj-
ects. We have considered that into that category fall projects
which are nct likely to be financed by private capital and which,
gince they do not comtribute direcily te a counlyry's productive
capacity, are not normally financed by this Bank, but which never-
theless could be expected to facilitate new capital investment by
creating conditioms which would make such investment feasible or
nore effective. Of course, only in the context of a concrete
proposal can it be determined whether a partimlar project is
likely te induee or facilitate new investwent, Some aerisl sur-
veys, for example, while providing date on which to base tom
planning, taxation schemes and being helpful in establishing and
perfecting land titles, all of undoubted value to the process of
economic development, might nevertheless not be immediately con-
ducive to new investment., Other such swrveys might be designed to
provide information as to new locations of mineral deposits in com-
mercially exploitable quantity, or as to possible sites for new
dams; these might be expected to lead more directly to new invest-
ment. The enclosed list, therefore, is not intended to suggest
that any and all proposals for aerial swrveys, 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
eriteria or any others which may be adopted by the Fund,
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I should also add that the list is far from exhanstive, either
as to broad categories or possible projects within a category. T
is intended %o be illustrative only. Moreover, since by definition
the kinds of projects which the Fund would finance are not eligible
for Bank financing, our experience in this field is somewhat limited.

I hope, nevertheless, that these suggestions will be of some
assistance to you. We shall of course be glad to give you comments
on your draft paper whten it is completed, and perhaps at that time
we shall be able to suggest additional projects.

Sincerely yours,

Enrigue Lopez-Herrarte
Liaison Of{lcer
Technical Assistance and Liaison Staff

Attach.

EILH:SB:mo

cc: Mr., Aldewereld
Mr. Lipkowitz
Central files
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In many of countries, agricultural development is
hampered by the inadequacy of information about, and faulty evaluation ¢f, the
unutiliged agrioultural potentialities. Here land-use and soil surveys are

| § ) land, to determine how it may
most effectively be used and what must be done to meke it productive, To

: , from the surveys, their results must related
to research on and experimentation with particular crops and methods of culti-
vation, engineering and other technical aspects of irrigation and drainage re-
quiremente, and to economic studies of marketing possibilities and of the
relative costs and benefits of alternative land uses.

1. Aerial surveys

Aeriel surveys and pheotography may serve a variety of related
objectives: the determination and claseification of areas still available for
cultivation; the provision of topographic data for particular irrigation pro-
jects; the location of dam sites; the delimitation and assessment of forest
areas. Aerial surveys for one or ancther of these purposes have been recom-
mended by Bank survey missicns to Syria, Malaya, Jamalca and Surinsm, They
may serve such other purposes es providing topographical data for gemeral
mapping; serving as a bagls for town plamning: providing data for the location
of roads; end enabling the classification of lands for tax purposes.

2. 8o urve

Following upon the classification of land into broad types,
based wpon serial photography, work can be done on the ground to determine how
land already under cultivation can better be employed and how best to wtilize
unoccupied land. OSurveys of this character have been recommended for Syria
and Malaya.

B. IRATNACE AND JRRIGATION

Projects in this category are closely related to surveys of land-use
and soils. Their cost agpects are frequently overlooked or minimized through
the pressure of various national policles, and projects are launched after
only approximate financial analysis, and on the basis of inadequate informa-
tion on soils, rainfall or stream flow to permit an accurate appraisal of the
net benefits in relation to costs. The Bank's mission to Syria found that
data on areas which might be irrigated by proposed projects, and on the
quality of soils of the land to be irrigated, were umavailable, Misdirection
of investment can be avoided by careful eand comprehensive preliminary studies
of the technical, engineering and cost aspeets of projected drainage and irri-
gation projects. These studies, and particularly the compilation of the basie
data whioch is a prerequisite for these studies, would seem appropriate for
Fund financing.



In the mineral field, the govermment's task is to encourage the orderly de-
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 prespecting.

1. Surveys

a8, 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 lecation and extent of
deposits of minerals imown 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 commercial mineral finds seem reasonsbly good in a particular
area, a geolegical 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
finence this type of activity. Hitm,itmummtinwmu
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 explora-
Mtwmmm,mhumwunmﬂdu,ﬂdchmmmm
in small but rich ore bodies in shallow deposits accessible through non-mechanical
operations: local private capital is often available for this purpese, since the
investment required is relatively small. The : :

B
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surveys, mmmlummneum, well as the relative urgency
of other demands on Fund resources, Mdhwohﬁywiwhfmmmm
tion project is approved.

D. PORESTRY
1. Porest imventory

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.



a., Improved utilization of hardwoode

In a mmber of African (Ghana, Nigeria) and Latin American
(Surinam) countriee wtilisation of tropical hardwood has been largely con-
fined to a few species, suitable prinecipally for logs for furniture and tim-
ber, Hany species are not cut st all., Technieal and economic studies might
be underteken to determine the potential of the presently uncut and abundant
species .to # such as pulp and board (ineluding plywood and fiberboard).
These should include reslistic estimates of pulping and other proces-
sing yields from hardwood trees so that the probable production costs of par-
tieuvlar products mey be estimated. Such studies should help to establish the
range of prices within which produetion of pulp, peper and board from tropi-
cal hardwoods would be competitive.

b. Utilization of wood waste

#uch wood waste is now used sz fuel and the subgtitution of
liquid (or solid) fuels is often inhibited by taxes or import duties. Where
this is the case, it might be desirsble to analyme the economics of using
wood waste in the mamufaecture of pulp, bhoard, ete.

This aetivity is essential to continued forest produetivity.
Bank survey missions noted the need for it in Surinam and British Guiana,

ke Forest regemevation

Torest regeneration was recommended Ly Bank survey misslons
to British Guiana and Malaya, Studies of the economics of regeneration pro-
grams in particular areas can provide a bagis for measuring the benefits of
such programs against their costs, from a national economic standpoint; these
studies might appropriately be financed by the Fund,

In some countries, e.z., Malaya, the fisheries are an important con-
tributor to the local diet and to employment. In some lLatin American coun-
tries, the potential for inland fish cultwre is considerable and virtually
umrealized. The Fund might finance such projects as:



It is assumed that basie research in the field of fisheries will
umwmmmmwu. However, the Fund might appropri-

and processing and transportation and distribution technmiques. Demonstration
projects or schools to teach latest techniques might also be financed. A
figheries research and demonstration unit was recommended by the Bank survey
migsion to Nigeria,

3. Experimental inlend fish cultwre

a. Depending upon the country involved, there is scope for
studies of crop diversification; improvement of ylelds of the prineipal export
crops; crop rotation; plant disease; technical and economic problems of mecha-
nized farming; breeding of beef and dairy cattle for local conditions; fish
oulture; 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 comnection with other possible projects,
projects in this category, to be eligible for Fund finaneing, should appear to
have some satisfactorily immediate 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 devige 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 -

2. Industrisl

2, The Fund might finance and assist in the staffing of
trial research centers, which would investigate the 1 and economic
aspects of possible new industries, concentrating on those most likely
profitable anéd useful to the ecomomy. They might consider the
industrial uses of locally available materials; the testing and
of products; the utilization of by-products; and the appraisal of costs and
potential market outlets, for proposed new industries.

:
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be The Fund might finance and assist in the staffing of build-
ing research stations to develop cheap and durable methods of construction,
using local materials. Such a projeet was recommended by the Bank survey mis-
sion to Syria.
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TO:

FROM:

SUBJECT:

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

Mr, S, Aldewereld , DATE: January 20, 1958
A o
[
Samuel Lipkowit.z\ﬁ ’;A(

UsN. Special Fund

Attached is a draft of a suggested memo to the U.N. Department of
Economic and Social Affairs re the types of mineral projects which might
be undertaken by the Special Fund,

I am also preparing a separate memorandum on projects in the forestry

field, which should be ready tomorrows Both memos were requested by the
UoNa

I would 1ike to discuss this with you at your earliest convenience,
so as to expedite its dispatchs

il



The following comments are predicated on the premise that the Fund should
undertake projects only if:
1) There is no reasonable likelihood that private capital will undertake the
work in the expectation of private gainj
2) As a result of the project there is a reasonable probability that further
expenditure will prove warranted from the standpoint of the national economy,
€+Z20 that the benefits would stand favorable comparison with the costse
Ae In the field of minerals, aerial surveys are one type of pre-production activity,
wnich appear likely to offer possible useful results in connection with possible
future investment. Such aerial surveys properly conducted, should provide informa-
tion on areas or regions which would warrant further investigation, The maps
resulting from such surveys should also provide useful information in other cone
nections, such as topography for highways, possibilities for cultivable land, etc.
Such aerial surveys have for instance been recommended by the Bank in the case of
Ethiopia,
Bse Where as a result of aerial surveys or other means, there seem to be reasonably
good long-range prospects for commercial mineral finds in particular areas; a
national geological survey, properly staffed and equipped, could make investigations
to furtier narrow down the areas which offer the best potential possible future
investment, Such a program was recommended for Jordan by a Bank survey missions
Co 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 €ege building materials

such as limestone, gravel, etc, or solid fuels & whose market potential

would ordinarily be greatest for local use, t private

capital is rarely interested and local capital may be timid for a variety

of rezsonse eezo 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 largely in the export
field, might be attractive to foreign private investors, Ixamples would be
oil, non-ferrous ores and iron, Where the value per ton of ore is low and
transport costs are significant, the economies of scale loom very large, awff
the required investment would be sizeable,s In such cases, private capital is
accustomed to making large exploration expenditures, cognizant of the risk
that only a small minority of such ventures evolve into large scale ine
vestments, Tax deductions for such expenditure, where permitted, are a
powerful incentive for such risk-taking,

3) Some metals and minerals are frequently found in numerous small separate,
riek ore-bodies, which require only relatively small capital investment,
because the deposits are shallow and frequently do not lend themselves
readily to mechanized operation, The discovery of evidence of such mineral
belts by trenching or other techniques could be a powerful inducement to
private investment, local or foreign. The availability of local private
capital is a key question 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 Fund
will depend on factors differing from country to country and time to timeo Tt
may well be that other aspects of the problem, such as the govermmental attitude

on incentives Lo and restrictions on foreign private investors would assume

major significances
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Fropesed U.S. Counter-I%onooa’ L S0 "CUIRED® &% 12%h UN Comeral Assenbly

et e B

Baglcerovrd s
w

For the lart 6 yeans the .5, has beon wader incrossing prassure in
the United Natioms o support rsvablishzent of an international fund
to provide capital for econcs L & in the form of gramts end soft
loans. SURFED,; a meen Saksn ¢ the iritials of a report by experts om
a Special United ong Tund Low Leonomic Development, has been the symbol
around which pro; bs of a fund have rall¥ed. A% this time, SUNFED is
only an idea; it is not an established instibution. However, there is
genoral wnderstanding that, il osbabli shed, it%s function would be to jarg ey
vide capital on easy torms for basic resource development of the leess
developed countries; it9 capital would come Trom voluntary contributions 2
periodically renwwmed: i4s initial sies might be about $250 million. Fa
the rest, its precise form, adwinlstration, and responsibilities await the
drafting of its chariar,

The U.S. has coneistently cpposed the present esiablishment of a
spsclal UN developmont fund and nas, uniil this year, successfolly re-
sisted pressures in the Unibted Wabions %o procesd with drafiing the charter
of such a fupd. Wo boliowe that if & UN fund wore astablished ab this time
the U.S. would be expectad 4o carry the major fimaneial birden; tho conw
tributions from cthers would be meager. Rocanse of its global reaponsi-
bilitdes and the log-rolling presswres Ho which 1% would bs gubject, the
fund would not ¥e able to comcantrate on the moss urgent and pressing sroza
but would dissipate iie resowrces on minor projocts all cover the world
without real lmpact on the development process anywners. Once the fund
wore established, pressure on s would baceme imsistent %o incresse owr
wntribution. Our basic position has Soen thad only when satisfactory
progress hes been made in internationally safeguarded dicarzozent end
resources are released thereby for comstructive uae would the U.S. joim
with other cowstiriss im askimg its psople to support a UKW fund for ecomomic
devolopment .

)

Over the last few years we have delayed the establishment of SUNFED
by supporting resclutions calling for studiss by experts of wapicus aspoecia
of this matier. We have By now exhsusted the possibilities of further innoc-
uous studies, and this year wo face a show-down onm the establishmont of a
fund,

At the 2hth session of the Foomomic and Social Council (Ecosce),
bold ¥his summer, a resolution was adopted by a vote of 15 for ard 3
agains’ (U.S., UK., and Canada) urging 4he Censral Assexbdly to establish
a SUNFED and %e set wp a preparabery cormission %o take the necessary
steps.

EFTCIAL USE ONIXY
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The less develcped countricy such as the countries of Latin America,
the couttries of the Middle Rash, amd tho couniiies of Asla inoluding
Formosa have been wanimous and eloguent im their support of SUNTED. The
Seviet Bloe hos shifted its posibion and now favors the ceteblishment of
SUNFED. The nore developed counteles of the free worid, criginally united
swibh v in opposibion 4o tho carly establishment of such e fund, are finding
it more and move difficult %o resist the presuuvrs. The Hetherlands has
taken tho lead in pueiiepg SUNFED. France has pledgud i%s support. HNorway
scd Denmavk favor the early cstablisheent of a fund, and cther Westerm
gowrt®ias are preparad te ge along. Ewen cowntries that are reluctant to
ssa SUFED core Aimbo boing feal they must woto for 1% in the sboence of any
positive coumtor=preposal.

Froa present imdications, it is Likely that the Ceneral Assembly
w1l vote to establish SUIFED Yr & lerge wajority unless a positive and
cengtructive albernative can e put forwerd. Merecvor, the U.S. will o
isolated in opposition. Even the U.K. and pogsibly Canads which voted
with wa in EOOS0C are presently conoldering only on absbention and appeax
%0 bo prepaved Lo porbisicate im drafiing the chertor of SUNFED.

Eifocto of Establishment of SUNFED:

-t i

T£ SUN'ED should be eshoeblished with support frou the Soviet Bloc and
notwithobanding divech U.5. oppovdtion, the U.S. pogit ‘1oz fn the UN womld
ko adverssly affected. Friondo end supporters in Lebin fmsrica, Asla; and
Afriea who follow owr lead con impertent issues wouldfind 3.1; difficult %o
oxplain to their own pecple oup pefunal to pariticipato in a muldilasteral
fund of lively imterost to thenm. eapscially when the Itl'.s-ziaﬂa were prepared
to do 80, They might fird it wsore difficedd o vois couslstently with we
on political matiers of concern ¥o us bub of marginal intercst to them.

For their part, the Huasians would heve a propazanda victery at 1ittls
or no cost 4o themselves. The Bugslans would have a plausikle cass fa
alleging that the U.3. shuns multilaberal aid becauss U.S. ald is self-
serving and By implicsbion couwpromises the reciplonts vhile the Soviet
gupposvts aild wxler iunternational sveplces.

Our defeet on this isous would not be a ons~time Yhing. The subjech
would comeo up regulsriy et every Genergl Asgorbly. The difficwities thad
SUNFED would hawe 3in gatting storted wowld he abirilutod to ouwr
istranmigeence; and wo would be subjected to continuimg and incressing
pressure %o contributs 4o gat SUNFED on E';If,-..a yoad. If SUNFED should bogim
operaticns with such funds as it might recaive imitlally from Fremco,
the Netharlands, the Seandinavien countz _'s-.:: and the Soviet Bloe, and if
i% used these funds ©o Linance medssi p'"o.jcu;-s s & hospiltal here, a teochmicel
school thare, a rozd olsavherc, the projocts wouwlid have widespread appeal
and U.S. mon=participation would becoms increseingly hard vo explain. Such
prostige as STUNFED might scquire would redowmd to the Hussianesy ite short-
cominga would 2 ladd ab owr door. We would then Lo facad with ths slternsiives
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of yialding to presswre and moking a substantial coptribution to SUNFED e
aroid the uwnpleasant politica’ sonsequences oxr of remaining alocof and Joth-
Sing the leadership on economic and scoclal issuss im the UN pass to the
USSR A

For the past several yeers our delegations o the Tenaral Agsembly
hgwe been wanimous in weging thab the U.5. take a moro pesitive positic:
oo ecapcemis and sceial mstters =zo &s $o retaiwm U.S. leadership in the
Uaited Natlons. While ouwr stend on the establishment of SUNPED has bean
negative, owr pogition has been Lolexabls Vo date bscause the issus has Loow
bluzred by umanimous agreenomt to study the matier. Tho setbing-up of
SUMFED would bring tha issue sharply into focua and tho U.S. would be
inoliated.

Thug it 4e ig the U.B. interest that SUNFED not be eesabliched sad
that the U.S5. retain its leadership in the UN on eeonemic and pooial
masterde

U8, Cowtisy-Froposals

[

Hany of owr friends and supporders ameng the developed and less
daveloped countyxies, aware of our firm oppesition %o the establishment
of SUWED, awe looking o ve for some pegitive crnd congirvctive countaer-
orepogal tlat will onsble then 4o wole with uve against the sstablishnemb
of SUNFED. Bven France and thw Febtherlands, vho have been auong the
lsading propoments of SUNFED, have approached us $o find a way oub of tha
A1) ewms -

Ve baliswve that a coustructive counber<groposal would be o suppord
an enlargemenst of the UH Technical Assistance Progeam both in the scope
and pnatwre of its operations and im the resources available 4o i%. Technical
assistance helps countrios help themselves. It is by its navwe a '
rolstively lowecost cperation that yilelds large redtwmw in prowcting
ecoponic davelopuent. It 1a for most leas developed coumbries a mecessasy
pro=-gondition for growhh.

The UN Technical Aspistance progrem is doing a ussful job well bub
it is strapped for funda. It oporates on an annval budget of aboub $30
millien {a@ compared with $125-$13° million annually for U.S, bilatepral
technisal covperation). It needs additional rosowrcss $6 enable 1% %o
do two important joks: (a) to meed Gho pressing needs of the meny mewly
indspondent nations while maiutaining the momevtum of ite precasd
astivities within the oxisting scope of the program, and (b) ¢o enlavge
the scopa of ity sobivities Yo permit systsmabic and sustained worl im
oartals vazic pre-investment Tields, sush as intenaive suwrweyn of water,
powor avd soil resources; engineering swveys; tho staffing and equipping
of regional twaining instilutes im technology, clatistics, and publie
administration; Induvstrial ressarch and preductivisy cenbers. Swveys,

QPFICIAL USE ONIY
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reguin ard tralaing of Lhis kind are of basic impwrtdnce fov susossaful
economle plamning and progress bud for lack of funds thie UNTA fogiran has
hed o abstain from such projects or to umderbaks them only in the mosk
Timited and piscemsal feshion. They require a iarger vubtlsy for supplies
and equipzont and more sushained support than the present program can afford.
Emphssis on such projecte of the pre-investment type wonld bring a new
@iemen; inio the technical essistance program and would help to creats
cenditdons thai would facilitabe private investmer® and mors offective uss
of prhilic fswvestrent furds, both national and fwternations’.
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Hors spacifically, the U.S. would etale that we stand ready %o
suppurt the enlargement of the UNTA program fiom its present $30 millice
level per year up %o $200 willion, $% being wnderstood that the U.S.
percantage comtribution will, within 3 years, be reduced o 33=a-1f3%u Tha
Sobal funds ah tha disposal of the UNIPA per year would thon be more tham
tripled while ths U.8. doller contribution (now $i5.5 million) would
over {izs be dowdled (§33.3 miliion). We would suggest that withim the
total fund of up to $100 million, a spesial fund be set aside {perhaps
as wuch as D50 wmillica) end sarmarked for comcentrated work in specia)
projosts of the pre~investment Yype basic to econcmic dovelopment.- We
would propose Whab a preparaltery commission ba appointed by the Comewal
Asgembly to sindy this matler and Vo dstermine the extent to which otheyr
governmanis would be prepared %o cenbribute tomard the $100 million goalo

It 15 nob unroasonable o bolisve that a U.8, initiative along these
ilinee might cayry. The UN Technical Assistance fund would not de the job
enzieaged for SUNFED. I would not build dwidges, dems, voads, powes plapte,
or houses; the capital required for that kind of job is cogpletely out of
line with the zosources countriss ave prepsrved ©o make available. The
technical assistance fund would, hewever, do a job of significant and
basic impoxdance. In loss developed cowntries there is a shortage of
adinistrative, menagerial and techndcal skills ab every lewel. There 1s
Litbie data on patural wosowress, and little or no experimentstion on new
and productive mays 4o use the vesources thad are knowm. The enlarged
tochnical assielence program would help countries train their manpreer and
assess aud uge tholr resources more productively. Above all, it would, as
suggested sbove, promote sound private and public liwosirerte

* The special projeuts wonld be in basic fisids essential Yo growth @ogo
surveys of wator and power resources; educaticn, technological,
vosational and basic lijeracy; indusizrisl research in the use of local
maberiels; agricultural resesrch and demonstrations, While the UNTA
operateys in these ficlids in a plecemesl way, the spsolal projects furd
would enable i% 4o concenSrate in depth in these fields and bo support
projects that are more costly, require more sustainsd assistance, and
&9 more operaticmal in nature. Priority would be given to projscis
within the besic fields that would have tho widest impact e.g. regional
institutes and training fecilitics of a pormanemt nature from which
several meightoring countries could benefify onginecring surveys pre-=
paratory to development of waber rosources {(£lood cembrol, irrigation,
transportatisn, and power) affecting several coumtriss sog. the Nelong
River bordering on fowr commtries In Soubtheast Asia.
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If other countries respond to the U.S. initiative, the U, 5.
contribution for fiascal ycar 1959 might have to be increzsed sopewhat
from ite present level of $15.5 millionn It would be meveral years
before the U.S, contribution would reach its poak of $33-143 million

From the U.5, point of view, the propossl hus several advantages
We have a serious recruitment precblem im our bilateral technical aid

programs. Under the UNTA program we can tap experts from many countries

Moreover our contribution would be on a mstching basis; every dollar
contributed would elicit two dollars from others

The proposal can stand en its oun feet Tte dimensicns are
realistic in terms of what other countries can afford and what the UN
can compciently handle. The job can be undertszken within the Tramework

of exieting UN nmachinery. More important, 1T oliers s practicald and
roqstrLci1ve way to prowote economic develepwent under VN auspices. 1t
Ip and 1iLiavave in Lhis Tield with uha U.o,

In advancing this proposal the United Stateo would not renege on

its pledge firet nade by the President in his Ep’“?h of April 16, 1953 and
confirmmed by our vote in support of General fssembly resolution 728 (VIIY)

of December 7, 1953 which declares thais:

"Wa, the governments of the States Members of
the United Nations, in ovder to promote higher standerds
of living and conditions of economic and social progress
and development; stand ready to ask our peocples, when
sufficient progress has been made in internationally
supervined world wide disarmament. to devote a portion
of the savings achieved through such disarmamegt to an
international fund, within the fremework of thg United,
Nations, to assist development and reconstruction in “«

underdeveloped countries.” _ &

1.‘
The present propeosal iz a substituie or alternative oaly to the‘.LliY )

establishment of SUHFED. It does not preclude the later estsblishment
of an Internationgl Investment Fund if and when the conditions seb

v

forth by the President and in the Ueneral fssembly resolution are atiained.
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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 1l, 1957.

Attachment

Distribution:

" Executive Directors and Alternates
President
Vice Presidents
Department Heads

Sece 57"’416



Resolution Adopted by United Nations General Assembly
on December 1L, 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 egtablishment of an international
fund for economic develcpment within the framework of the United Nations
and, in particular, reaffirming its unanimously adopted resolution 72La
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
Govermments 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 techmical,
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 Ly below, for example,
intcnsive 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 rund, 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;

L. Decides to establish a Preparatory Committee composed of repre-
sentatives of 16 Govermments to do the following, taking into account the
principles set out in the annex and the views and suggestions forwarded
by Govermments 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 Techmical Assistance;

(e) ascertain the extent to which Govermments 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-CGeneral 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. Recuests the Preparatory Committee to submit the results of its
work in the form of a report and recommerndations to the twenty-sixth
session of the Economic and Social Councilj;

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 establisiment of the Special Fund as of
1 Jamary 19593

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 Natioms,
with financial resources principally derived from voluntary anmual con-
tributions of Govermments and others in (or transferable into) currency
usable by it and as much as possible pledged or indicated for a number
of yearse.

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 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.

o e o ot e

Note: The follewing 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

¥r. J. Rucinski Mr, H. W. Riley

Mr, S. R. Cope Mr, R. H. Demuth

Mr. C. A. Schmidt Mr. B. Chadenet

Mr. M, M. Rosen * Mr. H. G. A. Woolley, Secretary
Mr. A. Broches

In attendance:

Mr. Bugene R, Black * Mr. P. H. French
Mr. W. A, B. I1iff Mr. E. Lopez-Herrarte
Mr. Davidson Sormers Mrs., S. Boskey

Mr' M- L. I’bffman
Mr. M. M. Mendels *

* Part only.

2. UMN., 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;

(¢) 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.

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 1l is
attached as background information for the meeting to be held

at 3:30 pu.m. on December 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 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 72LA
and B (VIII) of 7 December 1953,

Noting the recommendation of the Economic and Socizl 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 Natiens 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
Govermments are unable to make financial commitments except with the ap-
proval of their legislatures and on an annual basis,



==
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 anmually, 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 L 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;

L. Decides to establish a Preparatory Committee composed of repre-
sentatives of 16 Govermments to do the following, taking into account the
principles set out in the amnex and the views and suggestions forwarded
by Goverrments pursuant to paragraph T7;

(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 asgsistance;

(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;

(¢) 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. Requesis 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 Councilj;

10. Requests the Economic and Social Council to transmit the Pre-
paratory Com.dtfee'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 Natiens, 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 anmal 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 Ecoromic 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, CGhana, India, Japan, Mexico, The Nether-
lands, Pakistan, Peru, U.S5.S.R., United Kingdom, United States, and
Yugoslavia.
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FROM: Secretary, Staff Loan Committee December 11, 1957

NOTICE OF MEETING

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,

n"Bank Role in Proposed New U.N. Special Fund" dated December 9, 1957.

DISTRIBUTION

Chairman Coples 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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Mr. Black December 9, 1957

Richard H. Demuth

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 Bankj; 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 resourcesj organizing, staffing
and equipping regiocnal 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.l. 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 Bank's 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 mumber 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 intergovermmental 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. intergovermmental 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 Specizl Fund but also because it
could tie in these projects with regular Bank financing. The long-
range advartage to the bBank, and far the more important one, is that
it would piace the Bank in a preferred position among possible
administralors of any new international development financing agency
which may Le created, or into which the Special Fund may evolve.

On the other hand, there are serious disadvantages in this
role,

l. 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 cbject 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. Administration 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
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recommending an allocation of the Special Fund's resources among poten-
tial recipient countries, handling the procurement of equipment and
supplies, and dealing with the other specialized agencies (e.g., FAO,
I10 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.

L. As administrator of the Fund, the Bank would find 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 administrsticn, the Fund fails to live up te its foundars!
undue expartations.

II. The B=nk as a "Ccoperating!" Agency

Thz advantages of merely "cooperating" with the Fund are that
the Bank woild nobt have to make any of the difficult practical and
political decisions incident to administering the Fund, it would not
become involved with the U.N. to any significamtly 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 comnection 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
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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 comnection 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 znd 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,
somebhing it has so far avoided with fair success in connection with the
technical assistance program.

i« The formal tie which has been suggested is membership by the
President of the Bank on a cormmittee 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 responsibilitye.
Further, it would be concrete evidence of the special position of the
Bank, as distinguished from the other specialized agencies, in comnec-
tion with general international developmental activities, and this might
prove most useful in connection with any future SUNFED administration.
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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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Mr., Black
Richard H, Desuth
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INTERNATIONAL BANK FOR RECONSTRUCTION AND UEVELOPMENT

OFFHGE MEMORANDUM

Files DATE: November 15, 1957
Richard H. Demuth

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 SUNFED 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 $50 million and for the ereation
of a Special Project Fund of up to $50 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 govermments designated by the President of the Ceneral
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 govermments 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 effeect 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
comnittee greater flexibility to decide on precisely how the Fund should
be administered.

It is not at all e¢lear 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 mumber of Latin American
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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, I1iff, Knapp and Sommers
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FPor scveral years, the United States has consistently supported the idea
of an international development fund in prineiple, This surnort was made cleer
in Resolution 724 of the 8th General Assembly, which was adopted on the
initiative of the United States Delegation, The United States continues %o
stand by the pledge ccntained in this resolution to ask the American peoplie,
when sufficient progress has been made in internationally supervised diaarme
ament, to join with other scuntries t» devots a portion of the savings achieved
by such disarmament 1o an internstional fund, within Lhe framework of tne
United Nations, for the ecruamic development of una~rdevaloned countries. The
United States has contiruszd ‘o oprose tha asie1liehman®, of this fund YGefore sul-
ficlent resources have taear rolonsed through inierasticnal disarmament o insure
its successful overn‘ion., Under present condit.ona. it is not practlcsble to
contemplate the estahlishment of a genuinely mu_tiinteral capital fend designed
to make a substantial impact on ‘he econonic vproblens of underdeveloped countries,

* The United Stales Goverrment is, thereferae, not prenared to supvort the
,astablichmert of a Upazial Uniied Hatloms Fura for *eouonic Developmaut at
this time., It will 10t at tais cession of the Genseral Assembly support any
resolution which wou:ld authoriz2 its establishmaent row, ircluding the resolution
already introduced in Committee II by eleven countries (Doccmeat A/C2/1324) .
Moreover, the United States Government will not participate in any preparatory
commission set up for the purpose of establishing an intsrnational development
fund at this time, s

~ The United States believes that, under existing conditions; a more
constructive approach to the nroblem of eccnomic development is to use such
additionel resources a3 merter countries ares preparcd to moke svsllable to a
multilateral nrogram to sumrort a substantial enla=gement in the scope and
nature of the United Nations Fxpanded Technical Aesistance Program, The Expanded
Program needs substantial aiditional financial resouwces if the United Nations
48 to (a) meet the pressing needs for teshnicsl esa!stance of the kind which
has been offered by the Ualtad Nations in resest ysaza, ircluding the needa of
many newly independent countries; (b) uné-r-.k2 a suhastantial enlargement of
the scope and nature of pr.rent United Necions Techiles) Azsistancy activities
to permit systematic and suctalaed work iu eertain it:ids vhich are basie to
any large scale economic developueni, such as intenclve surveys of water,
mineral and potential power resources; thoe establishment, including staffing

" and equipning, of regionel training institutes in public administrationm,

statistics and technology ard of industrial reseerch and productivity centers.
Obviously, this kind of surveys, research and training is of basic lmportance
to successful economic planning and development, FHowever, such projects would
require a relatively larpge outlay for supplies and equipment and more sustained
support than the “xpanded 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, nationel and international - by
creating conditions which will make such investment either feasible or more
effective,’ \ i, A Y

The Uniied States
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The United States Delegation will nronose in the Second Committee that
the resources nov availrble to the Expanded Program of Technical Assistance
be increased up to 100 million dollars, "hile the Txpended Program weuld, of
course, be continued thete would be a new United latlons effort to gsaist
underdeveloped countries, in the form of a svhetantial Speecinl Project Fund to
be established witnin this amount and eecrmaried for concentrated work on surveys,
research and training projeects which are of basiec importance to successful
economi¢ progress, As is the case with the present "xpanded Techaical Assistance
Program, eontributions would be or a sharing basis. The United States . )
contributior, £3 presedtly =revided in Consressional lepislation, would be 38
percent of the to.al of contributic:z for calendar vear 1557 and 33-1/3 percent
of the total of cormtributicra for 1960 and followlng years, If this proposal
is accepted by the Uniteé l'ations, the emovnt now availshle vrder the Fxpanded
Program would be more then trirled, while the Unitcd States coatrlbution would
be more than doubled from its present level,

The United States Delepation will, therefore, introduce in the Second
Committee an alternative resolution under which the General Assembly would -
appoint a preparatory commiesion charged with (a) defining the basic fields,
and within these heaic fields the twpas of projects, to be eligible for assistance
from the Special Project Frni, (b) defining changes in the present administrative
arrangements of the Fxpanded Program necessarvy to acsure ranid and effective
use of the Special Project Fuad, (e) ascertain the extent to which governments
are willing to contribuie to cuch an enlarged progrem and what amounts they are
prepared to earmark for the Special Project Fund from thoir increased contribu-
tions and (d) preparing the necessary amendments to existing legislation and
procedures goveraning the ¥-panded Program. The sréclalized agencics, the
United Nations Technical Assistance Administration, and the Teciinical Asalstance
Board, would be invited to submit their views and cugzecticns to the preparatory
committee through the Secretary General ,ismbhe=Semmitdse, The prevaratory
committee would be requested to subnit it3 repgrt and recommendations to the
26th session of the Wconomic and Social Councillwhich would be requested to
submit these recommendatiocns togather with i%u’/own comments to the next session
of the General Assembly foi final action in 1958,




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 PROPOSAL

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 72L 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 Mations Fund for Economic Develop-
ment at this time. It will not at this session of the General Asseidly
support any resolution which would authorize its establishment now, includ-
ing the resolution already introduced in Committee II by eleven countries
(Document A/C.2/133l). Moreover, the United States Govermment will not
participate in anv 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 govermments 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 Councils# 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.
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STAFF LOAN COMMITTEE

Memorandum from the Technical Assistance
and Liaison Staff

THE UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE PROCRAM

Organizational Structure

The organizational structure of the U.N. Expanded Technical Assist-
Program is as follows:

The Economic and Social Council (EC0OSOC) 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 eilgit participaling 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
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)
Tlorld Meteorological Organization (WLO)

International Telecommunications Union (ITU)

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.N.
or of any specialized agency. Pledges for 1957 were about $31 millionj
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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 FAQ, 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 704 of the program. (Tields covered by UNTAA are discussed in
section L below.)

The agencies operate their parts of the "expanded technical assist-
ance progran® 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
om. 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.
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The process by which anmnual 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 agencies' recommendations; (b) country pro-
grams are developed by goverrments 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
agenclesy 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 tne proportions allotted to the principal regions of the world
have not varied more than 24 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 onz, 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 specifie 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,

L, 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,
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TAA's activities consist primarily of the provision of experts and
the awarding of fellowships. Its staff is egsentially 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 scmewhat 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 TAB. In recent years, however,
the Bank has rarely participated in TAB deliberations because thess 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 Scientifie and Industrial Research. In
1950 and 1951 the Bank and FAO jointly sponsored agricultural survey
missions to Uruguay and Chile and FAQO 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 TAA 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.



