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FROM: The Secretary May 13, 1968

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

Attached for information is the final report on the United Nations
Conference on Trade and Development, which recently concluded its session
in New Delhi. This has been prepared by the Bank delegation to the
Conference. An interim report covering the period February 1-29, 1968

was distributed as document SecM68-63, dated March 1k, 1968.
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Final Report on the Second Session of UNCTAD, New Delhi

Prepared by the Bank Delegation

Introduction

The Bank and Fund delegations to UNCTAD IT submitted to their respec-
tive Boards a joint interim report (SecM68-63) covering the first month of
the Conference. Final reports have been prepared independently, in part
because of the difficulty of consultation, now that the members of the
delegations have returned to their posts in Washington, Geneva and Paris,
and in part because each delegation wishes to emphasize points of partic-
ular interest to its own institution. This final report covers the month
of March 1968, and comments on the results of the Conference.

As stated at the end of the interim report, the plenary meeting was
interrupted at the end of February. Five committees and three working
groups were entrusted with the agenda of the Confereuce. However, general
statements took up most of the time, and towards the end of the period
allotted for the work of the committees it became clear that there would
be no agreement on any of the main points on the agenda. It was, there-
fore, decided to create smaller "contact groups" to discuss and negotiate
individual agenda items, and to report to the appropriate Committee or to
the Conference.

One of UNCTAD!s shortcomings is the difficulty of holding down member-
ship in working bodies. The membership of the contact groups soon grew
to the point of being practically co-extensive with the committees whose
work they were expected to simplify. As a result, first sub-contact
groups," then "mini-contact groups" were created. The proliferation of
groups was so great that, towards the middle of March, 96 were meeting
and new teams of interpreters had to be flown from all parts of the world
to New Delhi.

By March 15, the Conference was near collapse. To avoid this, the
chairmen of the five committees and of the three working groups were
authorized to try to work out texts to be submitted to the Plenary Session
of the Conference. In the week preceding March 2, each committee chair-
man submitted texts containing such few provisions as had been agreed upon,
as well as all ideas under discussion.

On March 2L, a day before the original closing date, the President
suggested, first, a 2lL-hour extension until midnight, March 26, then a
further extension to midnight, March 29. In the meantime, negotiations
were taking place, most of them outside the Conference building, to find
at least some compromise formulas, some of them face-saving only. The
results are described below.

Drafts of some of the resolutions approved by the Conference were
circulated to the Executive Directors on April 8 (SecM68-9Lh).  The final
text of those resolutions of most interest to the Bank, although substan-
tially the same as the drafts, are attached to this report for ease of
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reference. Unless otherwise noted, the resolutions were approved unani-
mously or with only the socialist countries opposing them or abstaining.

Committees

Committee I. This Committee dealt with commodities. A proposal
of particular interest to the Bank relates to "studies by international
finaneial institutions on stabilization of commodity prices" (TD/II/RES/19
(annex 1)). A draft resolution submitted by France was considerably
modified in the course of the long and complicated negotiations, particu-
larly because of the opposition of the United Kingdom and the United
States, as well as of other developed countries. The final version
takes note of the Rio resolutions on commodity price stabilization, calls
the attention of the Bank/IDA and the Fund to the importance which UNCTAD
attaches to the study requested in those resolutions, and expresses the
hope that the study will contribute to the solution of commodity problems
and that it will concentrate, inter alia, on the problems of financing
buffer stocks and diversification. The resolution also asks that the
study be transmitted to UNCTAD.

There was great interest in the study, which was frequently mentioned
in committee discussions during the last weeks of the Conference. Given
that interest, and the (perhaps exaggerated) expectations of concrete
results from the study, there is likely to be keen disappointment if the
study does not put forward propcsals for immediate action of a satis-
factory nature,

TD/II/RES/16 (Annex 2 ) is a rather modest step towards "interna-
tional action on commodities," covering primarily sugar, rubber, jute,
fats and oils and cocoa. It was agreed that commodity conferences on
sugar and cocoa should be held soon after UNCTAD II, and that studies
and other action with respect to other designated commodities should be
undertaken.

The Committee could not reach agreement on proposals for guarantee-
ing stable and remunerative commodity prices, financing buffer stocks or
creating a diversification fund. The developed countries would not accept
a proposal that the production of synthetics should be discouraged. The
Common Market countries did not support a proposal for an agreement on
access to markets for agricultural products, claiming that it would en-
danger their own common agricultural policy.

Committee IT. Among the items of concern to this Committee was the
subject of preferences, a major Conference issue and one as to which hope
for an agreement was expressed early and sustained throughout the Confer-
ence. Just prior to UNCTAD, the OECD countries agreed in principle on a
formula for a general non-discriminatory, non-reciprocal preference scheme
in favor of the less developed countries. Such a scheme, if and when
worked out, would mark an important shift in commercial policy. However,
efforts to work out a scheme at UNCTAD II ran into disagreement on two
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major points: (a) "product coverage," i.e., the inclusion of processed and
semi-processed agricultural products in the scheme, and (b) the phasing

out of existing preferences (e.g., those now enjoyed by a number of African
countries) in favor of the proposed general preferences. There was sub-
stantial conflict on these points among the "77," in particular between the
Africans and the Latin Americans. The question of reverse preferences
(enjoyed by some developed countries in the markets of some developing
countries) was another principal point of disagreement.

The resolution adopted (TD/II/RES/21 (Annex 3 )) did not resolve
these issues. After roting "the unanimous agreement in favor of the
early establishment of a mutually acceptable system of generalized, non-
reciprocal, non-discriminatory preferences which would be beneficial to
the developing countries," the resolution established a Special Committee
on Preferences to carry forward consultations to achieve agreement on a
preference scheme, which would increase developing countries! export
earnings, promote their industrialization and accelerate their rates of
economic growth. The Conference said that details should be settled
during 1969 in the hope that the arrangements could take effect in early
1970.

Committee III. This Committee, which dealt with financing, was the
most important one from the standpoint of the Bank. While at UNCTAD I
the Committee on Financing was very active and was regarded as relatively
successful, at New Delhi it made little substantive progress. It did
take seven decisions, as follows:

(a) Aid volume target (TD/II/RES/27 (Annex L )). It was agreed
that the 1% target for net financial resource transfers should
be set in terms of Gross National Product instead of national
income. In principle, the new target is a substantial advance
over that agreed upon at UNCTAD I. However, no date was set
for its achievement.

(b) Improving the mobilization of internal resources (TD/II/RES/28
(AnneX 5 )), This resolution, recognizing that primary respon-
sibility for development rests with the developing countries
themselves, stresses the importance of effective development
planning and plan implementation, the need for a balanced use
of internal and external resources, and the importance of
continuing frank exchanges between providers and recipients
of external resources. The Conference recommended that
attention be given to the further development and extensiocn
of consortia and consultative groups.

(c) Improving the terms of aid and alleviating problems of exter-
nal indebtedness (TD/11/RES/29 ( Annex 6)). This resolution
declares that the terms of aid need to be softened and brought
into line with the needs of individual developing countries.
It expresses the hope that a review to be undertaken by DAC
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of the terms and conditions specified in existing DAC
Recommendations will result in further liberalization.

The resolution further specifies that efforts should be
made to raise the norms set out in the present ZTbACQ7
target, by increasing the amount of grant aid, by impro-
ving interest rates, maturities or grace periods, or by
increasing the grant element of official aid commitments.
Finally, it states the view of the developing countries
and some developed countries that, by 1975, the bulk of
bilateral lending should be on terms generally comparable
though not necessarily identical with IDA terms. It says
that in principle aid should be untied, although it recog-
nizes that many donors find tying necessary for balance of
payments and other reasonse. It urges donors to try to
reduce the extent of tying and to mitigate any harmful
effects. Tt adds that "The developed countries generally
take note of these suggestions and agree to consider them
in the further evolution of their lending policies.”

The resolution also asks the IBRD to prepare, or
participate in, certain studies:

(i) The IBRD was asked to prepare a study, in consultation
with the Secretary-General of UNCTAD and the IMF, nof
possible improvements in techniques of lending, having
to do among other things with conditions and schedules
of repayments." In particular, the study is to "take
into account the possibility of postponing or waiving
interest and amortization payments in years of foreign
exchange stringency."

(ii) The U.N. Secretariat and the IBRD were asked to continue,
in consultation with other institutions, the study of
commercial credit, requested by UNCTAD I, giving consid-
eration to the possibility of refinancing by international
financing institutions of commercial credit extended by
developing countries.

(iii) The Secretary-General of UNCTAD was invited to seek the
advice of the IBRD and the regional development banks
on the question of access to capital markets by devel-
oping countries and multilateral development institu-
tions.

(iv) The IMF was invited to prepare, in consultation with
governments, the UNCTAD Secretariat, the IBRD and other
appropriate institutions, a study on commercial credits
including supplierst credits. (This study would be a
continuation of an IBRD staff study prepared in response
to a request by UNCTAD I.)
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The resolution also mentions the Horowitz proposal
(on which the Bank staff prepared a study at the request
of UNCTAD I) and invites the Secretary-General of UNCTAD
to keep the matter under review, and to report on it to
the next session of the Committee on Invisibles and Financ-
ing related to Trade.

Supplementary Financial Measures (TD/II/RES/30 (Annex 7)).
This was one of the controversial subjects in Committee III.
While most of the less developed countries, led by Ceylon
and India, and some representatives of the industrialized
countries (the Netherlands and the Scandinavian countries)
approved the Bank staff scheme, the large donors - France,
Germany, Japan, the United Kingdom and the United States -
expressed either reservations or opposition. The reso-
lution, after expressing appreciation for the Bank staff
report and reaffirming the objectives of the recommendation
on this matter adopted at UNCTAD I, says "that further work
is required to resolve some outstanding issues. The prin-
cipal issues are: -

(i) The definition and method of assessment of reasonable
expectations;

(ii) The scope, nature and acceptability of the understand-
ings between the administering agency and individual
participant countries on their development programmes
and the policies to be adopted in order to carry them
outs

(iii) The measures to be taken by countries applying for

assistance;

(iv) The relationship between supplementary finance and the
IMF Compensatory Financing Facilitye."

The resolution provides that in the consideration of
these issues, due attention shouid be given not only to the
Bank staff scheme, but also to other proposals having the
same objective, with the aim of working out the most effect-
ive measures possible.

To this end, the Conference decided to continue in
existence the Intergovernmental Group on Supplementary
Financing, suitably expanded, and it instructed the Group
to work out measures for supplementary financing. Not
later than 1969, the Group is to report to the Trade and
Development Board, which is directed to "take early action
on the findings of the Intergovernmental Group, taking
account of any proposals for action in the field of inter-
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national commodity policy which may be submitted to the
Boards of Governors of the IBRD and the IMF" pursuant to
the Rio resolutions.

(e) Compensatory Financing Facility (TD/II/RES/31 (Annex 8.)).
The resolution, after commenting favorably on the measures
taken by the IMF to liberalize its compensatory financing
scheme, calls attention to a number of suggestions concern-
ing the Facility made in the discussions and refers them to
the Fund for consideration in its continuing review of the
Facility.

(f) The resolution on the International Monetary System (TD/II/
RES/32 (Annex 9 )) states that "the developing countries
stress the importance of the early activation" of the SDR
scheme and urge members of the IMF "to consider at an early
date the establishment" of a link "between the creation of
SDR's and the provision of external development finance."

(g) Increase of the Flow of Private Capital to Developing Coun-
tries (TD/II/RES/33 (Annex 10)). This resolution recognizes
the importance of private foreign investment for developing
countries and asks the Secretary-General of the U.N. to
undertake a study of the economic effects of foreign invest-
ment. It suggests the possibility that a group of govern-
mental experts might be appointed to examine issues raised
by various U.N. studies on private investment in developing
countries. [Finally it expresses the hope that progress on
the Bank!s multilateral investment insurance study can be
expedited, and asks the Secretary-General of UNCTAD to in-
vite the IBRD to submit a progress report and any other
relevant material which the Bank considers it appropriate
to release to the next session of the Committee on Invisibles
and Financing related to Trade.

These seven resolutions far from cover all the subjects on the agenda
of Committee III. As agreement could not be reached on the other items,
the Conference transmitted them to the "continuing machinery of UNCTAD."

Two draft resolutions concerning the future role of the Bank Group
were discussed by the Plenary, but not adopted. They were transmitted
to the continuing machinery for further consideration.

One, on World Bank Group Ma*ters (TD/L.37, Annex VIII, p.55, fnnex 113,
was submitted by the Chairman of Committee III. After recognizing the
contribution of the Bank Group to the developing countries and noting that
it has continuously adjusted its activities to the needs of those countries,
the draft resolution urges the Group!s member governments to continue their
support of the institutions. It recommends that those governments advise
their representatives in the competent organs of the Bank Group to consider
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the following, bearing in mind the need to safeguard the Bank's ability

to borrow:

(a)

(b)

(e)

(d)

(e)

()

(g)

(h)

(3)

that

the Bank Group should devote as large a part as possible
of its resources for assistance to developing countries;

the Bank Group should be alert to the necessity for new
approaches in its lending policies and procedures, for
example in keeping under review the advisability of
financing non-private and semi-public productive enter-
prises and the possibility of extending IDA financing
to projects and programs designed to correct regional
imbalances in the developing countries;

the Bank Group should continue, in appropriate cases,
to extend loans for purposes wider than the financing
of individual projects and that it should consider,
wherever necessary, the financing of local costs;

the Bank Group should continue cooperating with regional
financial institutions both in coordinating their oper-
ations and, where appropriate, in financing jointly pro-
jects of regional importance;

the Bank Group should continue and, to the extent feasible,
increase its operations relating to rural and urban devel-
opment (including public sanitation and water supply ),
education, agriculture and projects designed to foster
economic integration;

the Bank Group should extend, to the extent feasible, its
coordinating services relating to particular countries,
such as consultative groups;

at the request of the parties involved, the Bank Group
should cooperate in the consideration of measures to
deal with external debt problems;

the Bank should keep under review the possibility of exer-
cising its power to guarantee loans to developing countries;

IFC's activities should be expanded, in particular with
regard to undertakings in developing countries and espe-
cially to projects which premote economic integration;

IDA should explore the possibility of receiving and admin-
istering trust funds from various governments and institu-
tions;
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(k) 1IDA should give particular attention to the least developed
among the developing countries, in particular to those
which have not yet received adequate international aid.

The second draft resolution, Extension of the Operations of the
World Bank and Its Affiliates (TD/L.37, Apnex VIII, p.L7, Annex 12)
was submitted by the "77." It recommends that the member governments
of the Bank Group should, at the next Annual Meeting, ask the Bank to
study the transformation and adaptaticn of the activities of the Group
to enable it to devote itself entirely to aid to the developing coun-
tries, and that to this end the necessary policy reforms should be
introduced, with particular reference to the following: that

(a) the Bank should consider the possibility of financing
plans and programs, inciuding local costs, instead of
financing only projects as has been its traditional
policy;

(b) 1loan periods should be longer and interest rates easier;

(¢) the Bank should enter into negotiations with the debtor
developed countries to examine the possibility of pre-
payment of their debt balances;

(d) the Bank should increase aid to countries without direct
access to international capital markets and to those
developing countries which do not yet have adequate inter-
national aid;

(e) the Bank should lend to non-private and mired industrial
enterurises., sspecially those working in stiateglc areas
of devzlopments

(f) the Bank should finance public health projocis and uroaden
its oparations relatving to rural and uwbon daveiopment,
education, agriculture and economic integration;

(g) the Bank should agree to administer trust fundes provided
by governments and institutions, prefsrably ¢f ar wiied
nature;

(h) the Benk shovrld exercise its powewrs to guarsntse Lians to
develuping countries from capital-exjnieiing countries and
to borrow in both international and cational marlsts;

(i) the Bank should increase its cooperation with reg aal
financing institutions;

(j) the Bank should extend and broaden its consortium and
consultative group services;
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(k) the Bank should cooperate with countries, at their request,
in negotiations with creditor countries for the consoli-
dation, conversion and renegotiation of their external
debts;

(1) 1IFC operations should be expanded;

(m) the Bank should vigorously pursue negotiations with the
developed countries for additicnal IDA resources;

(n) IDA should broaden its lending policies to permit credits
for projects and programs designed to correct regional
imbalances in the developing countries;

(o) 1IDA should give attention to the least developed among
the developing countries.

The draft also recommends to the Bank'!s Board of Governors that
the terms and conditions of develorment loans should be adapted to the
particular needs of the least developed countries.

Committee IV. This Committee, which dealt with invisibles, inclu-
ding shipping, insurance and tourism, was the most successful: it com~
pleted its agenda, postponed nothing, and took ten decisions, only one
of which required voting.

Agreement was reached on the establishment of consultative machinery
between liner conferences and shippers?® councils in the developing coun-
tries. Several recommendations were addressed to maritime nations on
freight rates and conference practices. The Secretariat of UNCTAD was
asked to assess the impact of the terms of shipping on the trade of less
developed countries. It was recommended that the developed countries,
directly or through international and regional financial institutions,
give favorable consideration to requests from developing countries for
assistance in developing and modernizing ports and related inland trans-
portation facilities.

UNCTAD recommended that facilities for insurance and reinsurance
be provided to the 'less developed countries at the lowest cost commen-
surate with the risks involved. It also asked the devcloped countries
to help the developing ones in encouraging and strengthening iheir
national insurance and reinsurance markets, conducting research into
insurance problems and training insurance personnels

Another resolution welcomes the growing interest of specialized
agencies in the role of tourism in the economies of developing countries,
urges recognition of tourism as a development industry and invites all
institutions concerned to take urgent coordinated action to promote
tourism.
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Commi ttee Ve This Committee dealt primarily with problems relating
to trade and relations between the developing countries and the socialist
countries of Eastern Europe. Only one resolution was adopted (TD/II/RES/
15 (Annex 13)) on East-West and "East-South" trade. In future, East-West
trade will be discussed not only in the Economic Commission for Europe
but also in UNCTAD which will consider it in consultation with the U.N.
Regional Commissions.

Working Groups

The Conference established three Working Groups to deal with special
problems:

Working Group I considered (i) the world food problem and its rela-
tionship to international trade, and (ii) transfer of technology, inclu-
ding know-how and patents.

On the world food problem, a declaration was adopted (TD/iI/RES/9
(Annex 1L)) with one negative vote (Cuba). The developed nations are
urged to strengthen their aid to countries making efforts to modernize
their agriculture. The international organizations concerned are asked
to take into account the need for a coordinated global approach to the
world food problem.

No agreement was reached on the transfer of technology, and a draft
resolution was referred to the Trade and Development Board for further
consideration. It proposes that the Board, after obtaining the views of
the Economic and Social Council, should consider the establishment of an
Intergovernmental Committee to examine the question of transfers of tech-
nology to the less developed world. There is opposition to the creation
of this Committee on the ground that it would overlap with the existing
Advisory Committee on the Application of Science and Technology to Devel-
opment, an organ of ECOS0C.

Working Group II was established to deal with problems of economic
integration among developing countries. In the course of the debates
emphasis was put on the need for special support by the internmational
community to help the less developed countries expand trade with each
other and achieve integration.

This working group also discussed special measures to be taken in
favor of the least developed countries (a new category which made its
appearance in the course of UNCTAD II). It recommended (TD/II/RES/2L
(Arnex 15)) that special measures be devised for these countries, so that
all developing countries may realize comparable results from the cooper-
ation of UNCTAD members. The Secretary-General of UNCTAD was asked to
undertake certain studies in this connection, and other U.N. bodies and
international institutions were invited to cooperate.
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Working Group III dealt with subjects of concern to land-locked
countries. TD/Ll/Rio/JL (Annex 16) sets up an expert group to study,
in particular, the transport problems of these countries. International
institutions are requested to help develop their transport and communi-
cation facilities.

e

Other resolutions of some interest to the Bank, and available in
Room 839, (extension 3642), deal with the following: training of tech-
nical and special staff in the field of export promotion (TD/II/RES/1);
mobilization of public opinion in support of UNCTAD objectives (TD/II/
RES/10); preparation of an outline for a study of restrictive business
practices of private enterprices in developed countries (adopted over
the opposition of the OECD countries) (TD/II/RES/25); recommendation
that the General Assembly suspend South Africal’s UNCTAD membership pen-
ding termination of its policy of racial discrimination (adopted by a
vote of 49 in favor, 18 opposed, 7 abstentions) (TD/II/RES/26).

More than 30 proposals were submitted to the "continuing machinery"
of the Conference. They include two draft resolutions submitted by India
and Chile, and by Sweden, on the streamlining of the UNCTAD machinery.

It was a widely held view among the delegations that the Conference's
failure to produce more positive results was due not .only to its size,

but also to the fact that it had turned into a negotiating meeting rather
than being a meeting primarily to ratify prior understandings. Efforts
will therefore be made to ensure that, in the future, complicated inter-
national negotiations will not be undertaken at the Conference itself but
instead at prior well-organized and smaller ad hoc meetings. In addition,
an attempt will be made to have at least one annual session of the Trade
and Development Board at the level of politically responsible ministers.

Concluding Comments

UNCTAD was created in 196l as a contipuing institution of the United
Nations to assist the developing nations in handling their problems rela-
ting to "trade and aid." It is primarily a forum of and for the devel-
oping world. It is still a young organization, and its ways and proce-
dures are far from being well-worked out. It has had very difficult
going in its short existence. While UNCTAD I had a relatively easy task -
to identify the principal problems and to arrange for their study by
experts - the task of UNCTAD II was much more complicated. It was expec-
ted to find answers to three formidable questions: how to assure a more
stable income to producers of primary products; whether an acceptable
formula for extending preferences for exports from developing countries
could be devised; and how develonment aid could be increased. Moreover,
UNCTAD II was asked to deal with these issues at a time when other urgent
problems, including the reform of the worid monetary system and the balance
of payments difficulties of the United Kingdom and the United States, were
occupying the attention of many of the developed countries.
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Almost 2ll of the questions raised at UNCTAD II remain unanswered,
and by that yardstick the ConZerence was unsuccessful.  Among the devel-
oping countries, there was a pervasive sense of deep disappointment with
the results. Nonetheless, some of the resolutions may ultimately lead
to constructive action, particularly the resolutions continuing negoti-
ations for the establishment of a general non-discriminatory, non-recip-
rocal preference scheme in favor of the developing countries, and provi-
ding for further efforts to reach agreement on an acceptable scheme for
supplementary finance. The new aid target agreed upon at UNCTAD IT,
although without date, may also eventually influence the volume of
external capital flows to the developing countries.

Particularly to be noted is the fact that the developing countries
refrained from making use of their majority voting power to push through
resolutions on economic matters which were unacceptable to the developed
countries. This leaves the door open for further discussions between
the two groups, within the UNCTAD machinery, with the object of arriving
at agreed positions on these matters. If, as a result of the experience
at UNCTAD II, the UNCTAD machinery should be reorganized, UNCTAD may yet
prove to be a useful forum for cooperation between the industrialized and
the less developed nations.

Attachments

Development Services Department
May 10, 1968
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ANNEX 1

Distr.
GENTZAL

o ' : TD/IT/RES/1Y
~United Nations Conierence on Trade and Development 28 lMarch 1968

Agenda itex 10

RESQOLUTION ADOPTED BY THZ CONFERENCE

19(II). Studies by international financial institutiens on
stabilization of comm~dity prices

Tne United Fatioms Conferrmnce cn Trade and Development,

Reaffirming the impertance and urgency of so conducting commodity trade z= to
make available to the developing countries external resources of which they st.
in grave need, |

Neoting the resolution on commndity price stabilizatimen adopted oy the Bcarw of
Govern~rs ~f the Internatimnal Bank frr Reconstruction and Developmert (IBRD) and
»f the Internati~nal Monetary Fund (IMF) at the Rio de Janeiro sossicn in o.-temben
1967, requesting a study of the conditions in which IMF, IBRD and the I..ernavional
Develnpment Associatirn (IDA) cmuld participate in intrnducing suitable machinery
comprising commitments balanced as between prrnducer and consumer countries and
allocate the necessary funds therets,

Ly imphasizes the impnrtance ~f the rnle nf IMF, IBRD and IDA in = -ing tc¢
solve tne financial and development problems arising in world commorilty . &

2. Calls the attention of these agencies tn the importance it atiacies t

the study requested »~f them in the above-mentioned resolutirn;
B Expresses the hnape that this study will contribute to the solution of

commadity problems;

4. Murther expresses the hope that these agencies, in preparing the stuuy,

will concentrate, inter alia, ~n the problems nf financing buffer stocks and
diversificatinn;

5. Requests thesc agencies to transmit the study to UVCTAD, in view ~f the
latter's resprngibility, as defined in General Assembly resolation 1995 (X1X)
af 3C December 1964, fer the framing and implementatimn ~f an international poli:
en commedities.

774k Ple avy sestirs

26th March | o

F¥D.68-3918
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GENRLL
TD/I1/RiS/16
28 arch 1968

United Nations Conference on Trade and Development

Azencs item 10 RESOLUTICN ..DOPTED BY THE CONFERENCE

16(I1). International action on commodities

o COcOa

- —

The United Natidné Conference on Trade and Development,

Recommends that the United Nations Cocoa Conference should be reconver:d immediately
after the present session of the Conference and, if necessary, be chceded by concalta-
tions so as to ensure its success. ~ In any case, the Cocoa Conference should be
convened not later than the end of June and preferably before the end of lay.

- B. Bugar

The_United Nations Conference on Trade and Development.

'.Not ng the reconvenlnp nf the United Nations Sugar Conference on A7 Lpril agim

iy

s ol

necessary stens to ensure its success with the objective of bringing into Cperav.dn an
international asreement by 1 January 1969.
C. Oilseeds, oils and fats
The United Nations Conference on Trade and Development,

B . a—

solutions to the problems involved in the trade of 01lseedg, 0ils and fats and
snecifically of those solutions mentioned in parasraph 19 of the report ot the
Phird Session of the Study Group on Oilseeds, Oils and Tats, and that .
studies be completed before the end of October 1968;

2. Recommends that, in the lizht of the studies suggested in paragraph 1 above, the
Secretary-General of UNCTLD and tne Director-General of Fi0, in consulte -on
with interested Governments, consider the necessity to set up, at tle oliest
possible date but not later than the end of 1968, an Inter-Governmental
Consultative Committee on Oilseeds, Oils and Fats to bhe entrusted with:

(a) su zestin. short-term measures to impfove the market situaticn of
oilseeds, oils and fats;

(b) examinin: the results of the studies referred to in paragrapyh 1
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(¢) suwomitting praciical proposals on long-term measures for inter-govermmental

arrangements in this fileld ae soon as possibvle; - ;

3. Siresses the importance of the astive parti m.pa.tmn in 'thse mee vings by all

e i st

countries wembers of FAC or UNCTAD having ar intereat in the production of
oilseeds, oils and fats and in the :nmternational trade in these commodities.
D. Hagural rabber

The Unitsd Nations_Conference on Trade and -Developmetnd

1. Uneninovsly adopts the weport of the UNCIAD Exploraiory Meeting on Rubbex
(Tn/39) ani endorses the conclusions set cut in paragrephs 23 and 24 of that
report; ‘ _ “ o B

2. Reguests the Intermational Rubber Study Group and its Natural and 'Sj}nfheti@

Rubber Producers' Coasultative Comaifitee to keep a continuing watch on the
natural and synithetic rubber situation and the extent ‘t¢: which the remedial
measures sel vuh in paragraphs 27 aud 24 of the above mentioned report (TD/%9)
are eflfective, Vo fermulate such further measures as they nay Judge a'oprr,p,ia.'be
and to reporv pericdically to the appropriate ‘oodms of UNCTAD,

3. Charges tLe: Permanent Group on Synthetics and Substitutues, in co-operation witn
the International Rubber Study Group snd, as apprepi'ia.te, other associated
agencies concerned with rmuper; with the taslk of: .

(a) rastening the implementation : f the measures referred vo in paragraphs
23 and 24 of. the report of the JN(.&T.H.D Expl.oxatq;? Meoting in Rubber
\’TD/)139): . : _. | e -

' (b) rerindiczlly reviewing the Trogress of impl ementation of the measures
sentionad in sub-pavegraph (a) above, ‘

(¢) asceritaiuning if the vemeodial measures 1.nst.atutud are effcct:.\re,

- (d') considering measvres Jormuiated under pa:cagranh 1 sbove and such otiav

measvures fox implomentaticn as it may Jjudge appropriate from time to
time aud ‘

(e) in generzl kKeeping. a Wa.'bch on the natursl rubber aﬁd Ejrn-thetio ‘rﬁbber
gituations N

4. FPurther requests the Committee on Commod ities to. Treview periodically the

- prog:r. a8 of implementatinra Of these measuves and to report to the Trade and
Develepmint Bozvd, the {irst of such reviews 4o be undervaken &t the next

secesion of the Conmittee un Comnodities-
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E. Hard flbres

The United Nations Conference on Trade and Deve¢qpment

Notine.

(1) the conclusion of the informal enderstending on sisal and heneguen reaeﬁee
newween the major producing and consuming countrigs on an indicative price
. range and export qurtas, at the last sessien of the Consultative Sub—Committee
of the Study Group on Hard Flbres, : .
(ii) the conclusion of the informal understand¢ng on abaca reached betveen the
najor producing and consuming countries on an indicative nrlce range at the
last sessicn of the Consultative Sub-Committee on Hard Flbres and o

Pecoqnlzlgg the value to both producers and  consumers of StablllZing at remunerative
and equitable prlce levels the markets for these commodltles in the 1ong—term,-

l. Requests the Secreta:y-General of UNCTAD .in conuultatisn with the Dlrector-
General of .FAO and the. Governments of the member States concerned to follew clesely
and -evaluate the operatiens of the informal understandings reférred to abrve w1th
regard to achieving stabilization at remunerative and equitable price levels 01 the
markets of these commodities; | . .

2. Iurther requests the Secretary-General of UNCTAD, in consultétlon with the
Direcvor-General of FAO and: the Governments concerned, to consider further stepb for
achieving the above objectives, 1nc1ud1ng the pcssibillty of a formal agree té

3. Urges that Govermments, in any measures they take, give due consideration o
- the; efforts, of producers of sisal, henequen and abaca to improve market oondlulons
through current infermal arrangements partlcularly 1n defendlng the indlcatlve prlce
ranges for theee commedities as agreed upon during the session.

. P. Jute |
» . The United Nations Conference:- on Trade and Development

Notine the conclusion of an infermal arrangement on jute,

T Considers that the arrangement should be continued and strengthened,

2. - Also considers that effective international action is qecessaryifer the
gtabilization of the price of jute in the world market;

~3.  Recommends that the Study Group on Jute and Allied Fibres should, in "
consultation with the UNCTAD secretariat, urgently explore the passzblllty of set***-
up an appropriate buffer stock scheme for this 00mmod1ty, as suggestedl%n paragraph 24
of its Consultative Committee!'s report (CCP/JU.S&/9), and keep the Committee on
Comm~dities informed of the progress made.

v
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G. Other commndities

The United Nations Conference on,Trade -and - Develogment"“—

Noting the activities of the Study Groups on bananas and citrus frult and of whe
commedity bodies concerned with cotton ‘and tungoten and the ed hoc, meetlngs on tea and
the decisien to convene shertly an ad hoc meeting on W1ne,

Also noting that in the case of iron ore, tobacco manganese ore, mica, peppner,

shellac and phosphates, no study groups or ad hoc meetings have 80 far been arran;ed,

Recosrmizing that all the commodltles mentioned above’ require prompt consideration
as a basis for appropriate action and that to this effect lnter-gcvernmental consulia=-
tiens might appear necessary, in accordance with the follow1ng procedures, 1n order:

(i) te identify the problems faced Dby the commodity, B

(ii) to determine the technlquea appropriate for deallng with them=
(iil) to agree on appropriate remedial measures, ' e

l. Reguests the ad hes meetings and commodity bodies mentloned above to exanine
the commoﬁlty concerned on the- lines indicated above in close co—operatlon thh the |
Secretary-General of UNCTAD at their next meeting; ' B ' '

2, Further requests these bodies to transmit the resultc to the Ccmﬁittoe on
Commodities of UNCTAD for consideration and Teview; -wV“o"”"”'“&”hf' =

3. Invites the Secretary-General of UNCTAD, taking into account the views of the
commodlty group concerned and after conSultlng with the 1ntereqted member Governments
to arrange for 1nter-governmental consultations; s

4. Alse reguests the Secretany—General of TUNCTAD, in the case of those commodities
not covered by internatlonal bodies, to make such studies as may be appropriate in
co—operation with the competent 1nternat10nal institutions and to0 arrange, after
consulting with the interaated membexr Governments, the 1nter-gcvernmanta1 consu tations
he may consider necessary to examine~ -these - oommodltxes on-the- llnes*lndloated abcve.

5. Acrees that, a far as practlcable, ‘these studies should be made and “these
consultatlons should be held concurrently for all the’ commcdltles and nct on a
commcdlty—after-commpiity basis and that they ahould aim at achleulng‘practlcal'results
by the end of 1969,

6 Fur%her requests the Secreta:y-General of UNCTAD to “eport perlodlcally orn
these studies or oonsultatlons to the Commlttoe ‘on Commoilties and to the Trade and

Dewelopment Beard.
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-~ At the request of interestea Governments, thé Secretary-General of UNCTD sidh..
initiate appropriate action on the lines set out in the preceding paragraph for such
commedities as may be included in the list from time to time with an appropriate time
schedule for each commodity.

- Pur products of the temperate zone produced by developing countries and nov
épecifically mentioned in the preceding paragraphs, the Secretary~General o~f UNCDAD
should continue to exchange information with GATT, FAO and other interratior.l agencies,
in conformity with General Assembly resolution 1995 (XIX) of 30 December 1964 with
the objective of making a comprehensive and continuing evaluation of the problems and
of measures to be adopted for their golution, and should report pericdically to the
Trade and Development Beard.

W |
2 ch 1968
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United Nations Conference on Trade and Development
Agerda item 11(b)
RESOLUNION ADCPTZD BY THE CONIZERINCHE
21(II) Preferential or free eniry of exports ol
menufactures and semi-manufactures of
E develeplnL countries to the doveJOped
countries
The United Nations Conference on Trade and Develovment,
Having eXamined-the problems rel-ting to the application of a generi....:d none
reciprocal, non-discriminatory system of preferénces in fawour of the deviiziizg

countries,
Having taken cognizance of the Chartsr of Alriers (7D/38), the renort of tlie
" Special Group of the Organization for Economic Couoper*tlon and Development (E0D)
(TD/56) and document TD/II/C.2/L.5 of the Group of 77,

Recognizing the prorress achieved since the first session of the Conference as
reflected in the OECD report which imvelves a major change in commerci-l policies
as between developed marlet-economy countries ~nd the develoninz countries,

' ‘Recornizing the unanimous agreement in favour of the early establichi.t of a
.mutually adceptébié system of generalized non-reciprocal and non-diserdini.....ory
preferences which would be beneficial to the developing countries,

Considering that it was not possible to achieve sufficient progress in re.neot
to some key questions related to this problem,

Convineced of the need for further intensive work so as to elaborate such <
system,

L Agrees that the objectives of the generalized non-reciprocal, non-discrimi-
natory system of preferences in favour of the develonins counitries, including
gpecial measurcs in favour of the least advanced among the developing cou.. vies,
should bes

(a) to increcase their export earnings;

(b) to nromote their in“ustrialization;

(¢) to accelerate their rates of economic growth;

ID. (8=3970
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2. Establishes, to this end, a Special Committee on Preferences, as a subsidiary
organ of the Trade and DeveloPmént‘ﬁoard, to enable 21l the countries concerhed to
participate in the necessary consultations. Any member country which is unable

to participate in the Special Committee may make its views known to the Secretary-
General of UNCTAD who will bring them to the attention of the Special Committee;
3. Decides that, for the purpose of the action to be taken in accordance with
paragraph 2 above, due account should be taken of the agreements and comments
contained in the report of the Second Commlttee (TD/88 and Corr. 1 to 3);

4. Eeguests that the first meet;ngﬂqf the Special Committee be held in November
1968 to consider the progress made‘ﬁy fhat time, and further requests that a
second meeting be held in the first half of 1969 80 that the Commlttee can draw
up its final r9port to the Boardy the aim should be to settle the ‘details of

the arrangements in the course of 1969 with a view to seeking legislative
authority and the required waiver in GATT as soon as p0331b1e thereafter-

Ba: Notes the hope expresaed by many countries thai the arrangements should
enter into effect in early 1970.

" T7th plenary meeting
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Agenda item 12

DECISION TAKEN BY THE CONFERENCE

27(II). Aid volume target

BT The Conference agrees that economic development entails mutually reinforcing
efforts by developing and develdped countries. It is appreciated that developing
countries must and do bear the main burden for financing their own developrant. The
developed countries, for their pprt, recognise their responsibility to provi.: increas-
ed resources toldeveIOping countries. The Conference stresses that, in vic o tlhe
crucial role of external resources in helping to mobilize the domestic resc. . i 37
developing countries, the efforts of developed countries in support of deve.opnent
.should be further intensified.. ' e '

2 The Conference accordingly recommends- that each econpmically advanced country
should endeavour to provide annually to developing countries financial rescuice trans-
fers of o minimum net eunouni'r:-L of 1 per cent of its GNP at market .prices in tciue o
celtual Gisbursements, having regard to the special position of those countries woic..
are net importers of capital.:

B The Conference recognises that the target should be regarded as an incentive to
greater efforts to provide resources rather than as a ceiling or a suitable method foxr
comparivy the eppropriate cuantitative or ocuslitative development assistance efforts
as between different economically advanced countries.

1/ Net finarncial resource transfers are defined as follows:

(1) official cesh grants and grants in kind including grents for technical assistanc.
but execluvdin ' grants for defence purposes; sales of commodities against local
currenc.cs evelusive of utilisation of such currencies by the doncr country for its
own purposes; goverrnment lending for periods exceeding one year net of repayments of
nrincipal; grants and capital subscriptions to multilateral aid agencies, and net
purchases of bonds, loans and participation from those agencies.

(ii) vrivate capital on the basis of net long-term movements originating vwi: .osider
of the capital exporting countries; they are thus net of repatriation of pri.. lzal,
disinvestment and retirement of long-term loans, portfolio assets and commerc... Qudot.

They are not net of reverse flows of capital originating with residents of leus-
developed countries, nor of investment income.

0. BR—A06T
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S Some econcmically advanced countries have already met the target as defined
wiove. They are prepared to endeavour to ensure that their net financial resource
vrensfers are maintained and to envisage, if possible, an increase in thea.

B Several developed countries expressed the view that their progress towards the
target is affected by their relative aid-giving capacity, and may, from time to tin:.,
we affected by certain temporary difficulties.

e In the view of developing countries and some doror countries this target shoula
be achieved by 1972; some other donor countries stated that they were prepared to
meet this target either by this date or at the latest by 1975; all the other donor
countries do not feel able to accept a precise date.

Ts The Conference recognises that official bilateral and multilateral flews are
clearly required to meet many of the basic needs c¢f developing countries. It is
generally accepted that the resources which individual donor countries can provide
differ wiiely in'composition in view of the differences in their economic struciure.
The Conference recognises, moreover, that private funds have their role to play, and
in order to meet the increasing needs of developing countries, these as well as
ofIicial. flows should be prcmoted. A.number of developed countries stated that
within the one per cent target defined above, they were prepared te attempt to
provide a minimum of 0.75 per cent of its GNP by way of net official finanoial
resource 'transfbrs.2 One déveloPed country expressed the view that this proportion
should be at least half of the one per cent target. The other developed countries,
even though they are not prepared to accept any precise ratie, believe that endeavours
should be made to ensure that official bilateral and mltilateral flows represent a
substantial ‘part of the totality of finmancial resources provided. )

B. Annuzl p:bgress reports in an appropriate form should be submitted and reviewed
in terms of General Assembly resolution 1995 (XIX) and Trade and Development Board

resolution 19(II).

2/ et official financial resource transfers areidgfined in paragraph (i) of
foot note.l/.
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DECISION T.. &N BY THE CONFERANCE

28(II). Improvine the mobilization of internmal resources
Lo The Conference reco mizes that the ?rimaiy responsibility Tor their development
rests with the develdpinsg countries themsélvés. hile appreciatin: the efforts already
made hv the develovin~ countries to mobilize and make effective use of their ihternal
resources, the Conference considers that further efforts in this rezard are essential
for accaleratine: economic development in the developiny countries. These efforis are
alsc imvortant for mobilizing nublic opinion in developed countries in gupport of thelr
assistance prosrammes. h .

2 In the interests of rapid develovment, developing countrics need both to mobilize
internal resources ag fully as possible and to ensure effective use of available resources.
both internal and external. The Conference notes with satisfaction the continuine

oro ress beiny made in development planninz and the increasins recomnition that effective

implementation is an essential part of the planning vrocesz. Implementaticn involves a

nroad ran-e of economic and social policies conducive to develonment. It also denends
on the creation of the necessary institutions and on mobilization of public suemort amd
_co-operation in developing countries.

o Conference recormizes that external resources can help to make possible full

-
<

deployment of the resources and efforts of developinz countries, and at the same time

het well directed efforts by the develonin: countries are necessary in order for

external resources to make their full contribution to develomment.

B Countries which nrovide external resources in support of development are concerned

“hat these resources Should not replace but supplement and help to mobilize adequate

fomestic efforts and should be effectively used. The Conference ackn®wledces, however,

that nriorities, problems and possibilities differ between developin~ countries, and that
“lards of effort which it is reasonable to expect depend on the circumsiances of

individual developing countries. _

S . th these considerations in mind, the Conference stresses the importance ol

L

‘nr frank and constructive exchanses between nroviders and recivpients of external

M
[*

Bis The Conference notes with interest and the experience cained in censortilo



and consultative groups, and also the estgblisbment cf certain mechanisms for maveal
review and exchange of experience among developing COuntries; It reconmends that
attention should ve given to the further development and extension of such arrarzcisais.
6. The UNCTAD secretariat should continue its work on the relations between the xax
of growth and the amount of aid received. Its studies should take account of
aliernative develepment tareets, policies and standards of effort and external
circumstances. They should seek to invesiigate any relevant implications of factors
which oy lead to limitation of absorptive capacity and evaluate the effects of -
alternative types of performance including the possibilities for useful import sub-

selituaticn.
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VACISION TAKEN BY THS COMFLHA.CE

29(II). Improving the temms and conditions_of aid alleviating “he
problems of external indebtedness ‘

1. The Conference endorses the view expressed in the Agreed Statement of ti: Problems

of Development that the texms of development assistance generally remain too nzzd. Furthes

efforts are required to soften the texms of aid and to harmonize the tems given by

individuel developed countries to individual developing countries. Developed countries

agres to reaew their efforts to achieve by the end of 1968 the terms and conditions of

external resources laid down by the Development Assistance Committee (DAC) of the OLCL

in its resolution of Julf 1965, and by the General Assembly of the United Fations in iz.

resolution 2170 (XXI).,The Confercnce urges those countries which,are now furthest fromw

these noms to make special efforts to achieve them.

2 The Conference notes with appreciation that. a review of the terms and coxnciiions

specified in the Recommendations of the DAC is to be undertalken this year and cupresses

the hope that it will result in further liveralization of them. It considexrs that efforiu

should be made to raise the norms set out in the present target, either by increasing © .«

arount of aid given in the form of grants, or by improving interest rates, maturities o=

grace periods, or by increasing the grent element of the official aid commitments of

Ganor countiies. Developing countries and some developed countries consider that either

_ of the foliuvwing alternative norms, to be achieved by’ the end of 1970, should ue

gpecified for each donor Cﬂuntry.
STithexr ’

(a) developed countries might provide 80 pcr cent or more of theiw

i

official aid .in the fomn >f grants;

Oz . ! Sy omd .y "
« {b) taey uight; L : &
(i) previde 90 per cent of their official -aid commitments as grants of - ams

. 2.5 per cent or less, with a repayment period of 30 years or molc,

(ii) attain a minimum grace period of 8 years.



$Av‘:1/lhdq/ 29

e 2

Tre éeveloped countries gencrally take note wf these suggestions and will consider them
in trhe evolutign of their assistance policies.

A The Conference recogizes that the ability of individual countries to sexvice
cxternal debt varies. It recognizes also that the temms on which uliferent types af quUQ
arv obtainable to promote development vary. It considers, however, that most developing
countries will need to receive development assistance on soft terms for a long time ahead
whether the judgment ig based on their national income per head or their extemmal
financial position and prospects. The developing countries and some developed countries
considexr that, by 1975, the bulk of bilateral lending should be on texms comparable in
goneral effeét‘thoughunot~neuessa*1¢f 1dontlcal 1n all individual respects with the

terms currently applied by the IDA, with suitable axTangements made to enable developing-
countries not now eligible to avail themselves of these terms to do so. The deﬁeiopédT
countries generallytake note of these suggestions and agree to consider them in the
further~evolution or theix lending policies.

4. The Conference stresses the importance of harmonizing the temms of assistangeutq
individual countries, particularly but not exclusively in the case of countries.for.:ﬂ
which maltilateral- co-ordinating arrangements exist. Further study should be given to

the determinants of debt servicing capacity, with a view to establishing general criterna
for.settling terms for ceuntries or groups nf ceuntries. Judgments on the tems to be
offered should be made, where possible, on a case by case basis. Particular régaéd _
should be paid to the needs of the least-developed countries in determining termms. Some
donor countries emphasize that the overall terms of aid of individual donors should be
taken into account in this connexion. wi - ,

B Some doner countries point out that for them the volume of lendlng and the rate at
which terms can be improved are ‘closely -connected, -especially if the donor country nas to
provide at least part of its aid by raising funds in the private capital market, «.. %o
subsidize the rates at which they are relent to developing countries. They also poi out
that the problem is particularly acute in view ef their relatively limited aid giviig
capacity. . |

6. The Conference considers that further study is necessary of possible improvemcnts

in techniques of lending, having.to do among othex thlngs with conditions and schedules
of Iepajments, and requests the IBRD to prepare such a Suudy in COTSUlt&ulOﬂ with the
Secretary~General eof UNCTAD and IMF. In particular the study should take lnto account

the possibility of postponing er waiving interest and amortization payments in years Wi
foreign exchange stringency. The results of this study sheuld be presented ta» the next
session of the Committee on Invisibles and Financing related to Trade.
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T The Conference welcomes the increased availability of financial assistance for
progremme financing and stresses that external finance should be made available both
for programmes and projects and should include local costs where necessary. Since
development requires a continuous supply of external resources, individual donor
countries ciould take such steps as they can to ensure such continuity.

Commercial credits including suppliers! credits

8. The Conference endorses the judgment in the Agreed Statement taat commercial
“oredits add to the flow of resources and can pléy a useful role, within iimits, in
sronoting-development. They are,.however, no real substitute for long-tcrm. develop-
ment aid. : ‘ ' ' _
©9.% It was noted in the Agreed Statememt that four main questions arise:
(i) to what extent should commercial oredits-be adapted to promote
devélopment as well as trade? ;i ’
(ii) how should 'its acceptance and use be controlled by both recipients
and lenders? o
(iii) should the terms be softened, and what would be the implications
for both aid and trade? ‘
(iv) should the question whether any new institutional-arrangements are
" needed to alleviaté harmful developments in the field of commercial
credits be further studied?
10. The Conference invites the IMF to prepare a study on these guestions, in
consultation with membexr Governments, with the secretariat of the UNCTAD, .23 IERD
and other appropriate institutions. This study skould be made available .o
discussion in the Committee on Invisibles and Financing relate& to Trade which will
* then Gecide whether to refer it to an intergovernmental group with equitzable
representation of developing and developed cbuntries, or to deal with it in socue
other appropriate way.
1l. The Conference further requests the United Nations Secretariat and the IBRD
to continue, in consultation with other institutions, the study cof commercial credit
as a means of assiéting developing countries to increase'theirfexports and to
finance trade with each other including ways in which facilities available <o vier
might be sirengthened and developed. Consideration should be given to the
possibility of refinancing by international financial institutions of commew....

credit extended by de#eloping countries.



. TD/II/ReS/ 29
page 4

Indebtedness
12, The Conference recognizes the gravity of the problems of external indebtedness

and . asutenens of some of tnem, and the fact that such probleums arise not only from
official lending but also from commercial credit. It considers, first, that as was
noted in the Agreed Statement, further analysis is required of the whole questlon of
indebtedness differentiating between the various typeé of debt involved. These must
not be judged in isolation but in relation to the debt-servicing capacity of the
country concerned, its. sxternal trade and i£s rate of growth. The problem of
indebtedness is also linked with the problems of terms and volume of aid.

13, Secondly, impruved arrangements to forecast and forestall debt crises are clearly
desirable. -

14. Thirdly, since the first obgectlve must be to prevent debt crises from arising,
Cdavoloping countries should undertake sound policies of debt management, while
developed countries should help by providing assistance ‘on appropriate terms and
conditions.

15, Finally, where difficulties do arise, countries concermned should gtand ready
deal reasonably with them within the framework of an appropriate forum, in
co-operation with the internatiomal institutions concerned. They should bear in mind
that nome doveloping conutries ave carrying an excessively heavy burden of long term
oLk, having regard to their need to sustain an adequate rate of economic growth and
that @uitable measures should be adopted in appropriate caseo to alleviate this burden.
In other cases, situations of crisis may arise and arrangements to refinance or
reschedule on appropriate terms. and conditions may be required. Present institui..onal
arrangeman ts for dealing with such problems may require review when the analysis of
the problems has proceeded fnrhyfprand the arrangemcnta for forecasting situations
have been further developed.

Tied aid

16. The Conference, while recognizing that the causes and effects of tied aid neco

to be further studied, endorses the judgment on the effects of tying contained in vac

Apreed Statement. Tying restricts the developing countries' opportunities of

benefiting from the price and guality advantages which normally accrue from a free
choice qf suppliers. This is particularly the case when restrictions are imposed not
only as to the source of procurement of the goods but also as to the nature of the

goods. Further tying tends to reduce the real value of aid inasmuch as the definition
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and the choice of projects and of lechnology best suited To the requircmenis of the
developing countries is limited. Some of these disadvantages may be mitigatled if a
country has the freedom of recourse ito several sowrces of procurement or to a broad'
range of goods and services from one source. Furthérmgre, soma tied loans arc used
for reimbursing import payments relating to contracts which have been obtained in
open internaztional compebtition.
17. Thne Conference therefore considers that, in prineciple, {inanclal assistance
should be untied. Many donors, however, find it necessary to vie their aid, mainly
in order to protect their balanice of payments or to securs puﬁlic—suﬁporﬁ for their
.aid pregrammes. The tying of aid is therefore. directly related to the level of aid.
18. ' The Confercnce urges the developed _countries to tale what practical measures
they can, individually-or-collectively, both to reduce the extent ol tying and to
pitigaSe any harmful effects. The Conference considers that in any case siiorts
should be made  to mitigate harmful effects of tying. Practical abeps mizht include:
(1) A greater provision for the use of aid funds fto cover locdal cosis,
(ii) the allowing of procuremeént in developing countries;
(iii) a broadening of the range ~f commodities or services vo which aid may
: be devoted so that recipients have reasonable freedom of choice;
(iv) improvement in the administration of procurement;
(v) a development of pooling systems under which contracts might be Zcoided
by international competitive bidding within a group of donor cowiiziis.
10. Developing countries also consider that double tying, that is. tying =«  ..rces
of procurement as well as to specified products, should be climinated except in the
case of project assistance, and that donors should subsidize the excess cost of
procurement resulting from tying practices. ‘Developed countries are unable to accept
the sccond suggestion and are not unanimously able to accepi the first.

" iccess to capital markets

20. The Conference notes the concern felt by the developing countries over il
question of access to capital markets by themselves and by multilateral developmant
institutions, and invites the Secretary-General of the UNCTAD to seek the advic: =T
the IBRD and the regional development banks with a view to its discussion by vhe

Committes on Invisibles and Financing related to Trade.
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Interest equalization

2l. The Conference notes the studies prepared by vhe Secreiariat on the proposal for
a multilateral interest equalization fund to cover the interest margin between loans
obtained.on internaticnal capital warkets and concessional developrony locas. 13
notes, further, that the technique of subsidizing the rates at which funds raised on
the private capital market are relent as aid is already practised by a nurmder ol
donors. It commends the technique to those who find it an appropriate means of
achieving appropriately soft terms. The proposal for a multilateral scheme ralscs

a numher of problems. The Conference invites the Secretary-General of UNCTAD to lteep
the matter under review and to report to the next session of the Committee on Invizibles
and Financing related to Trade.

22. Annual progress reports in an appropriate form should be submitted and reviewed
in terms of General Assembly resolution 1995 (XIX) and Trade and Development Board

resolution 19 (II).
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DECISICON TAKEN BY THE CONFEERENCE
30 (II). Suvplementary financial roesmzres

£ The Conference reafiirms the objective of the proposal for Supplemcaviiy

Mnancial Measures set out in Armnex A.IV.18 %o the Final Act of the firssu coslerence,

Hi

his states that "the new scheme should ainm to deal with problems arising Iiom
civerse movement in export proceeds which prove to be of a nature or duration which
cannov adequately be dealt with by short~term balance of payments suppoit. 19U,
purpose should be to provide longer term assistance to developing countries wiich
would help them to avoid disruption of their development programmes."
2 iny measures devised to meet this need should, on vhe basis of appronriate
criteria, which should, to the extent possible, be objective, provide reasoanable
sscuzace of help to protect a country's development plan or programme &zl os The
effecis oI export shoxrtfalls, to the extent that they cannot be met by s..crv-ci.m
balance of payments support. |
b The Conference expresses its appreciation of the report prepared by the svalf of
ihe IBED, and of the reports of the Intergovermmental Group on Supplementary
Tinancing. These reports have defined the issues involved and clarified many of them,
The Confexenéé agrees that further work is requiied to resolve some cutstanding
igsues. The principal issues are:

(i) The definition and method of assessment of reasonable expectatiens;

(ii) The scope, nature and acceptability of the understandings between the
administering agency and individual participant counircies on their deve-
lopment programmes and the policies to be adopted in oxder to cauwzy

then outs

{1ii) The measures %o be taken by countries applying for assistance;

1D, 66 -4026



(iv) The reliationchip hetween supplementary finance and the IUF Compensatory
Finoneing Faeility.

Lo A matter requiring additional attention is how.to detemmine in guantitvative
temms the disruption which has resulted from export shortfalls and consequenvly,
what are the financial implications of proposals to meet the objectives ol Parv A
of recomrendation A.IV.18. _n

B Scre of the issues set fortlh in paragraphs 3 and 4 above would arise not only
from consideration of the World Bank Staff_Scheme wut from congideration of other
measuxes o meet the objectives of Paxrt A of recomméndation AIV.1B,; incluaing
those cubmitted to the ;ntergcvéinmehﬁal Group. Any additional proposals cleax.y
respencive to the recommendation ﬁhould receive due attentlon, with the aim ol

© woxrdcing out the most effective measures p0351b1e.

6. The Conference decides )

(i}' to continue in existence the Interwcvernmental Group sultably expanded'

(ii) to request the Intergovernmental Group to consider and attempt to
resolve the issues set forth in paragraphs 2 to 5 above;

{iii) in the llght of the foregoing con51deratlons to instruct the Group to

_ woxrk out measures for supplementaxy flnance,

(iv) +to instru&t the Group to report thexeon to the Trade and Development

rBoui& as early as pos slble, and no 1ater than its ninth sessicn;

(v) <o direct the Trade and DeveloPmcnt Boaxd to study and take early acuic.
on the findings of the Intergoveramental Group, taking account of any
proposals for action in the field of intexnafional commodity policy
which may be submitted to the Board of Governors of the IBRD and the
TMF on the basis of the studies which they have IEquestéd to be
presented to them at their next anﬁual meetings;

(vi) to instruct the Chairman of the Intergovemmental Group to report on its

progress to the seventh session of the Trade and Development Board.
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DECISION T.IIN BY THE CONIEENCI

. 31(II). Compensatory financing faeility

The Conference notes with satisfaction that the Intermational Monetary il has
adnzsed measures for the liberalizztion of the Compensatory Financing Facility in
rceoponse to recommendation ALIV.17 of the Final Act of the first UNCT.D. The Conference
further n~tes that much more extensive use has been made of the Fund Facility since its
revision in Scpbember 1966. As the revised Faecility has been in operaticn only for a
abyt 18 months, further experience seems in ve necessary before any further revisicn
of the Facility is undertaken. The\Gonfezence, however, draws the attentioan of
covernments members of the IMF to the following suggestions made in discuss.on and
rcfers them to the Fund for consideration in its continuing review of the Fa.. ..ly.
L Adveise mnvements in import prices should render a developing country eli ~ule
for a drawing under the Facility; _

2. Drawings on the International Monetary Fund under the Facility should be
lmmediately available up to 50 per cent of the countries' quotas in the Fund and
such drawings should not be gubject to any conditions;

3. The re-purchase liability in respect of outstanding drawings an the Facility
should not arise within five years after the drawing and thereafter should fall due
anly'in the years in wiilch the countries' expnrts exceed the estimated trend v.iue
and should not exceed 50 per cent ni the exvort excess; 5

A The liability of the drawing country in respect of the interest charges c.

the autﬁtanding compensatory drawings should be calculated seporately from whiv

in rezpect of oxdinary drawings and that it should not attract the normal prosressiv

intersye provisicns of IME.

ND.68-4051



2
=

Distz.
GENERAL
TD/II/RES/32
29 March 1968

United \ztions Conference on Trade and Development

Lgenda item 12
DZCISIONS TAIEN BY THE CONFEREHCE

32(II). International monetsry gystem - issues relatiaz o
development finanece and trade of developing
countries

!

s Jhe Conference recognizes the grect interest of the developing countrizi in the

cotisfactory operation of ithe international monetcry system so as to silow Tael TO

1

shere the venefits of the continued expcnsion of the world economy.

N

e Conference hotcs with satisfaction the agreement reached during the ganu ﬂl
oting of the Board of Governors of the International Monetary Fund Lest Scpuanber
in Rio de Jansiro on an Outline to create Special Drawing Rizhts within the
the participation of the developinz countries renresented by their Executive J.. -ctors
in the Fund in the negotiations thst led to the agreement on the Outline. It sircsses
the importance of actlve participation of these countries in the operation of the new
zrrangecents for Special Drawing Rights.
3. In view of the foet that, according to the Outline, the Special Drawing ii:15s8
will be distributed in proportion to member countries! quotas, the Conference L.....us
governments members of the Fund to continue to give careful considerztion to
applications from develoning countries for increases of quotas so as to enable Theis

countries to benefit more from the facilities of the Fund.

4. The Conference recominends that the Secretary-General of UNCILD, alter consultation

with the eppropriate international instituiions, review progress since the first
Conference towards the reform of the international monetary system devoting pariicular
abttention to the needs of the developing countries in their trade with one nnotaer

-nd the rest of the world, and, if he considers it necessary, that he should wile -
the Tradc and Development Dozrd in due course any sugrestions which he may hLove iw
epeciol study of this motier.

Dy “he developing countries stress the immortance of the early aowivabion ol L.
Specizl Drewing Rishts scheme.

6. During the last cnnaal meeting of the l'oard of Governors oi ihe LNF, the
Ixecutive Directors were also requested to review the rules and practices relating to
the traditional c~ctlv:Ltlc., of the Fund and to propose amendments in the light of such

review, The developings countries recomaend to governments members of the T'F that the



TD/II/RES/32
praze 2 -

C

TiF, in its operavions and in considering possible changes in its rules and practices
with regard wo the use of and conditions attached to drawings, should not introduce
any changes that would work to the disadvantage of the developing countries, and thab
any change suculd be in the direction of softening the terms and conditions applicable
to drawings oy the developing countries. As a first step in this direction the INF is
urged to consider tne extension of the repurchase period applicabie to ordinary
drawings by ccveloping countries to seven to nine years.

T Wi repard o the various proposals for forging a link between the creation

of Special lrawing Rights and the provision of external development finance, the
developiiz countries urge governments members of the IMF to consider at an early

date the estzblishment of such a link.
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" RESOLUTION ADOPTE" BY THE CO'FEREICE

35(II) Increasing the flow of private capital to
dcveloning countries

The United Natiohs Conference on Trade and Development,

. Regopnizing the important role that private foreign investment can play in the
economic development of developing countries by providing capital, techniCal services -
and know-how,

aring in mind that continuing syatematic study concerning the structuras ef
foreign investment and its economic effects in the develeping countries is essential,
if foreign investment 1s to make its optimum contribution tn develenment,
' Bearing in mind the efforts and measures of both developed and develeping
' countries, as well as interested international institutions, to promete feoreign private
investment in develeping countries,
Recalling recommendation A.IV.12 of the first United Nations Conference on Trade
and Development,
Taking nate of the report entitled "The role of private enterprise in investment
and promotion of experts in developing cruntries" (TD/35 and TD/35/Supp.l),

Believing that in the interest ef increasing the flow of private foreign

' investment to developing countries and improving its effectiveness, it is important
that this matter should be the subject of a dialogue between develnped and developing
countries, Y

Taking note of Economic and Social Ceuncil resolution 1286 (XLIII) of
14 November 1967 which requested the Secretary-General of the Uhitéd Natiens to censult
with Gavernments and international organizations qonqeined on their experience and
attitudes to the various problemé discussed in the Secretary-General's report cn
promotion nf foreign private investment in developing. countries (E/4293) and on
opportunities and means of implementing the specific recommendations contained in
that report, - '

ND. 68-4663
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Taking note nf General Assembly resolution 2091 (XX) and Economic and Social
Council wesnlution 1201 (XLII) which calls, on the Secretary-General of the United
~Naticns to undertake thorough studylof the mﬁnner, forms, caaditions, cests and
effects ~f the transfer of patented arnd non-patented technulwgy from fo reign
enterprises to enterprises in devaloping ccuntriea (beth public and private),
L Requests the Secretary~CGeneral sf the Uhlted Netions in carrying wut these
tasks, in particular with a view: to prGV1ding useful guidelines to beth develvping

and developed ceuntries with raspect t2 fereign investment, tu« bear in mind inter

© alia the importance of the following considewationss... ' ... .l -
 (a) Criteria and practices empleyed by develcping ccuntfiea for the acceptance
end promotion of foreign investment; - 3 % - :

(b) Develcping countries' pclicies geverning relative aha:es of foreign and host

' country investors in capital investment; B e W ¥ e T S b ad Ugiuleg

e e e el ey

(¢) The forms of foreign equity partlcipaticn such a8 ‘cash investment, Supply ot
machinery a:fd Equipment, previsicn of technical: ‘pérvices and kniw-howsy
(8) Polidies dnd practices geverning fcreign participation in managemerit and -
" ‘training &f menagement personnel in-developing countries; - - ' - o 0
(e) Investment spportunities and fields oI investment fsr forefgn enterpriaes-:"
(£) Pclicies and measures I developing cyuntriea ‘with regard to the use wf .

S TG s i

patents and licences supplied by foreign enterprises; - -
(g) - adequacy ~f existing business practices fex transfer of technelogy te .
develsping ceuntries thrgugh patents gnd liceénces by ‘foreign enterprises;

s i g =

(n) Priicies applied by foreign enxerprisee with respect to goods and Services
' produced by ‘these firms; e e N el 0 edG e ! : ,
(1) Tex treatment of foreign 1nvesﬁment beth in capital imp&rting and capital :
. exporting countries; 1
(j) Practices of frreign enterprises 4s Pegards’ exports of prnducts resulting
‘frem®frreign iavestment and/cr grant f patents and-licences; . B

(x) Reinvestment undertaken by fireign enterprises from inceme earned in -
‘develceping ccnatries B, . ,

{1) Pelicies applied by the develsped - ccuntries ‘with regard to the flowref  Fr
private capital to develaping’ truntries and by develnping countries with::. . -

regard tc the repatriation af capital and earningsj
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(m) The introduction of incentives by the develeping and developed countries to
encourage such flowsj . ‘

(n) Policy of developing oountries towards empleyment of foreign persommel and
imports of machinery and equipment;

2. Notes with interest that in accordance with General Assembly resolution

2276(XXII), the Secretary-General of the United Natiens is requested to include

in the regular report cn the international flow of long-term capital and efficial

donations such statistics as are available of reverse flows of capital from the

developing countries, assessing their significance in-relation to ftctal financial

transfers and giving an analysis of factors affecting them;" ’ '

3. Further requests the Seoretary-General to undertake a study of the economic

effects of foreign investment, as cutlined in Annef—fIII of the Repert en "Measuremernt

iH

The studies shall take into account: _

(a) The level of eccnomic development of the developing countries;

(b) Studies carried out by other agencies with respect to any of the items
enumeraxéd in operative paragraph 1. The studies shall, cn the basis of
their findings, alsc recommend pollcy measures and practices concerning
foreign investment and transfer of technical services and knowahow, and
‘make any suggestiens relevant to the purpose of the study; 4

4. Recommenda that these studies and reporta be submitted to competent United
Nations orgasns, including UNCTAD, for consideration and appropriate action at the
earliest opportunity, including consideration of the appointment cf a group of
governmental experts for examination of the issues involved. They sheild also be
brought to the attention of other interested international 6rganizations, and
through their respective gavernments, to nan;gnvernmental organizatiens concerned
with brivate-investmeﬁt. |

5. Expresses the h&pe that prﬁgreas can be expedited in the study undertaken by
the IBRD nn multilateral investment insurance and requests the Secretary-General ef
UNCTAD to invite the IBRD to submit a progress repert and any other relevant
material which the Bank considers it appropriate to release to the next sessien
>f the Committee on Invisibles and Financing related to Trade.

1/ United Nations Publicatien Sales No..67.II.D.17.
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GROWTH, DEVELOPMENT FINANGE AND AID
(STHCHRONIZATION OF INTERNATIONAL AND NATIONAL POLICIES)

World Bank Group matters

Revised text of Note by the Chairman of the
Third Committee on World Bank Group matters

The following text is submitted to the Third Committee for consideration:
l. The Conference recognizes the contribution of the work of the IBRD and
ite affiliates in the promotion of development of developing countries. The
Conference notes with appreciation the completion of negotiations for the
replenishment of the resources of the IDA at a higher level. It also notes
that the World Bank Group has continuously adjusted its activities to the
needs of the developing countries.
2. ‘The Conference encourages govermments of countries, members of the World
Bank and its affiliates, to continue their support for the work of these
institutions and recommends to those govermments to advise their representa-
tives in the competent organs of the IBRD and its affiliates to consider the
following questions, while bearing in mind the need to safeguard the Bank!s
ability to borrow:

(a) that the Bank Group should devote as large a part as possible of
its resources for assistance to developing countries;

(b) that the Bank Group should be alert to the necessity for new
approaches in its lending policies and procedures, for example in
keeping under review the advisability of financing non-private and
semi-public productive enterprises and the possibility of extending
IDA financing to projects and programmes designed to correct regional

imbalances in the developing countries;
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(c) that the Bank Group should continue, in appropriate cases, to extend
loans for purposes wider than the financing of individual projects
and that it should consider, wherever necessary, the financing of
local costs;

(d) that the Bank Group should continue co-operating with regional
financial institutions both in co-ordinating their operations and,
where appropriate, in financing jointly projects of regional impor-
tance;

(e) that the Bank Group should continue and, to the extent feasible,
increase its operations relating to rural and urban development
(including public sanitation and water supply ), education, agri-
culture and projects designed to foster economic integration;

(f) that the Bank Group should extend, to the extent feasible, its
co-ordinating services relating to particular countries, such as
consultative groups;

(g) at the request of the parties involved, the Bank Group should co-
operate in the consideration of measures to deal with extermal
debt problems;

(h) that the Bank should keep under review the possibility of applying
the legal provisions of its Articles of Agreement empowering it to
give guarantees for loans to developing countries;

(i) that the activities of the Internatiomal Finance Corporation should
be expanded in particular with regard to undertakings in developing
countries and especially to projects which promote economic inte-

gration;
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(j) that the IDA should explore the possibility of receiving trust
funds in administration from various governments and institutions;

(k) that the IDA in distributing its funds should give particular
attention to the least-developed among the developing countries,
in particular to those developing countries which have not yet

received adequate international aid.



TD/L. 37
Annex VIII
page L7

(L) GROWTH, DEVELOPMENT FINANCE AND AID (SYNCHRONIZATION
OF INTERNATIONAL AND NATIONAL POLICIES)

Extension of the operations of the World Bank and its affiliates
(agenda item 12)

Draft resolution submitted by: Afghanistan, Algeria, Argentine, Barbados,
Bolivia, Brazil, Burma, Burundi, Cambodia, Cameroon, Central African
Republic, Ceylon, Chad, Chile, Colombia, Congo (Brazzaville), Congo
(Democratic Republic of), Costa Rica, Cyprus, Dominican Republiec,
Ecuador, Ethiopia, Gabon, Gambia, Chana, Guatemala, Guinea, Guyana,
Honduras, India, Indonesia, lran, Irag, Ivory Coast, Jamaica, Jordan,
Kenya, Kuwait, Laos, Lebanon, Lesotho, Liberia, Libya, Madagascar,
Malaysia, Malawi, Mali, Mauritania, Mexico, Morocco, Nepal, Nicaragua,
Niger, Nigeria, Pakistan, Peru, Philippines, Republic of Korea,
Republic of Viet-lNam, Rwanda, Saudi Arabia, Senegal, Sierra Leone,
Singapore, Somalia, Southern Yemen, Sudan, Syria, Thailand, Togo,
Trinidad and Tobago, Tunisia, Uganda, United Arab Republic, United
Republic of Tanzania, Upper Volta, Uruguay, Venezuela, Yugoslavia
and Zambia. T

The Conference,

1. Recommends that the Goverrnments of countries whiéh are members of the
World Bank and its affiliates should request at the next meeting of the

Board of Governors that the Bank should study the transformation and adap-
tation of the activities of the group to enable it to devote itself entirely
to aid to the developing countries, and that to this end the necessary

policy reforms should be introduced, with particular reference to the follow-
ing considerations:

(a) That the Bank should consider the possibility of financing plans
and programmes including, wherever necessary, local costs, instead
of financing only projects as has been its traditional policy;

(b) That the Bank should consider the imperative need to ensure that
loan periods shall be longer and interest rates easier for devel-

oping countries;



(d)

(£)

(g)

 (h)

(1)

=2 =

That the Bank should enter into negotiations with the debtor
developed countries to examine the possibility of advance payment
of their debt balances;

That the Bank should increase its aid to countries which still
have no direct access to international capital markets and to
those developing countries which have not yet received adequate
intermational aid;

That the Bank should enlarge its loan policy with a view to giving
effective financial assistance to projects of non-private and mixed
enterprises engaged in industrial activity, especially those which
are working in strategic areas of development;

That the Bank should consider financing public health projects and
programmes and should broaden ite operations-relating to rural and
urban development, education, agriculture and economic integration;
That the Bank should agree to administer trust funds provided by
various Governments and institutions, preferably of an untied
nature;

That the Bank should apply the legal provisions of its Articles

of Agreement empowering it to give guarantees for loans to devel-
oping countries from capital-exporting countries; and second, to
place bonds in both intermational and national markets;

That the Bank should increase its co-operation with regional
financing institutions, and where appropriate should grant credits
jointly with regional banks and with banks and corporations engaged

in the field of integration;
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(j) That the Bank should extend and broaden its consortium and consul-
tative group services so that a larger number of developing coun-
tries can use them;

(k) That the Bank should co-operate with countries, at their request,
in negotiations with creditor countries for the consolidation,
conversion and re-negotiation of their external debts;

(1) That the operations of the International Finance Corporation should
be expanded in the most effective possible way giving preference to
undertakings in developing countries and particularly to those
activities which fall within the process of economic integration;

(m) That the Bank should vigorously pursue negotiations with the devel-
oped countries in order that the International Development Asso-
ciation may have at its disposal the additional funds needed to
expand its activities as soon as possible;

(n) That the International Development Association should broaden its
lending policy so as to finance projects and programmes designed
to correct regional imbalances in the developing countries;

(o) That in distributing its funds the International Development Asso-
ciation should give attention to those developing countries which
have not yet received adequate financial and technical aid and to
the least-developed among the developing countries.

2, TPurther recommends to the Board of Governors of the Bank that the terms

and conditions of development loans provided by the Bank, including interest
rates, commitment charges and repayment periods, should be adapted to the

particular needs of the least developed countries.
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agende iten y(c) '
: ASSULUTLON -4DOPTED BY THE CO: fmRw: CE

15(I1) Trade relations aumong countries having d-fferent economic and
guciel systems includinz problems of Hast-West trade, paying
attenticn particulerly to the trade interests of developing
countries end tokingz into account the wurk in this field of
other United Netions orzens, including tiue regdonal economic
eoinissions

T United Notiuns Conference on Trade and Development,

2scommizing the desirability of expanding Best-West trede on the one hend, and

trade between developing countries sad sucizlist countries on tae other,
2ecelling the relevent pects of General Lssembly res.lutions 1995(XIX) of
0 Decocter 1964 end 2095(XX) of 20 December 1355,

Qecelling the second, sixth, seventh and eighth ge erzl principles goveming

interw: st onal trade relations end trade policies couducive to development as enbedied

.

in tne recomueudcticn in anmex a.I.l of the Finel 4ct of the first session of the

Sunferecace,.

Huting tae declaretion unenimously cdopted at the twenty-second session of the

Twiited Netiong Beonomic Commissiun: for Burope coacerning the further development of

4oaria. sconomic, scientific znd technical co-opereticn between tne member countries of

ae Coimmission,

Bezring in mind tne recummendctions in annexes s.I11.l, Pert 2B, 4.I1I1.2, a.111.T
end L.7T.T of tae Pinal set of the first session of the Conference,
“ae gtetement ncde by the Secretary-Generzl of the United Nations at the:
51z% plencry meeting of the second session of the Conference to the effect that "it is
~n i.eritable cunseguence of growing international interdependence thet the coastruction
62 sves oae chennel of economic relationsanip tends to react zdversely upon ovaer
St AT ]

- L. B B8 gl ’

f
“cwzidewine thot Kest-dest trade is an integral pert of world trade and that the

pre v om of 4his flow of trode would positively affect the expansiun of interncticnal
trece on e snole, iacluding the trade of developing countries, provided thit necessary

constrictive mecsures to nruonote trade and economic reliticns with developing countries
b2 D

ere undertaken by those tvo roups of acuntries. |
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A
i Aveommends that countries participating in East-West tradc, while giving due
considoration to the interests of developing countries, and in accordance with
nrinciples ac embodied in the Final Act of the first session of the Conference,
end, aeek to remove the economic, sdministrative and trade policy obstacles
¢ the development of trade,
\hv prouote constructive measures in the field of ecomomic, industrial,
technical and scientific co-operation,
(¢) consider any further appropriaté policies or measures admed at expanding
cconomic relations between them on the basis of mutual advantage;

2i Recommends that countries participating in.East-West trade ensure, through
positive measures, that the expansion of trade between them does not unfavourably
affect the trading possibilities of the developing countries and leads to expansion
of trade between them and the latter.

| , B

Reccrmends that Socialist couﬁffiés of ‘Eastern Europe:
Lo Adopt the necessary measures, taking duly into consideration the trade needs
of the developing countries when quantitative targets are fixed in their long-term
economic plans, to e¢xpand further their trade with developing countries and, at tie
same time, 1o promote thie diversification of the structure and of the geographical
bagis of this trade with these countries, in order that the largest possible number
of developing countries derive the maximum benefit from this trade. Thej will
endeavour lo maintain and, whenever possible, to accederate the rate of growth of
trace exchdnges with developing countries;
2 Conclude long-term agreements for the purchase of commodities from the developing
countries whicn would include suitable provision aiming at a satisfactory solution
as to volume and stability of prices of primaxy commoditiles;
o Abolish cr reduce, on a preferential basis, tariffs on manmufactures and semi-
mamufactures imported from developing countries;
& Accord preferential conditions in their procurement policies for products
imported from developing countries, it being understood that each of them will do

co in accordance with the modalities of its foreign trade system;
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“use zll practicable steps, within the framework of their cespeciive oliww.
cconumic policies, in order to grant such favourable terms to imports from
soveloping countries and to consumption of products imported;

De Aloncside bilateral forms of agreeménts, maltilateralize to the extent poc.l. =
when moceptable to the interested countries payments arrangements between tlium cad
duveloping couniries to facilitate gnd etimulate the expancion of their trade wioh
deveioping countries; s | ¥

Te Ensurc that the period of validity ‘of the contracts concluded between vaolz
aoencies and enterprises and those of the developing countries would be ST Tl
lo: o enable the agencies and enterprises in the developing countrics condLrned

36 pian and execute WLtn rreater efficiency their {mvestment, production and deiivery
programmes ;

8. avupt approorlate measures designed to maximize and dlver51iy imports of
primary cormodities, semi- —mamufactures and mamfactures from developing countries,
giving due consideration to the trade and development interests of the latcer, anc
to that end;

(a) take into account the pfoduction and export potential of developing
countries in drawing up their plans; ' '

b)'nOU encourage the import of primary commodities from other sources
whenever they are available on competitive terms in developing countrles,

(¢) urdertake measures 80 that imports of mamifactures and seml—manufactures
from developing countries constitute a growing element in thelr total 1mports of
manufactures and semi-manufactures; *

9. iefrain from re—exportlng the goods purchasad from developing countrleb,
unlegs it is with the consent of the developing countrles concerned;

10. Take into conulderatlon when extending credits for the financing of projects
in developing countries the partlcular conditions of the countries concerned and
make provisions, where appropriate, for their repayment by the" export of the
products of those projects or other products'

1i. In the 1ight 5f the recommendation in Annex A.III.2 of the Final Act of the
first Conference, encourage the conclusion of industrial branch agreementis on

partial division of labour, providing inter alia for tne supply of plants and

5]
-

equipment on credit to the developing countries accepting repayment of sucn credit
in particular, with the roods manufactured by these plants in the developing
countries concerned;

12. Co-operate in the technological research efforts of developing countrics Ly
making available to them, on the most favourable terms possible, the results of their

work in this field and also by helping national research efforts in these countrien;
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1. Recom.cnds that developing countries, in their efforis to increuse their

over-all trade, give, in particular, due attention to the pogsibility of expanding

their tradc with socialist countries -

(a) vy cacouracing direet trade relations with these countries,

(b) vy endeavouring to adapt their exports to commercial specificatiocns
required Uy tacir trading partners,

(¢) by sranting to these countries conditi¢ns for trade not inferior to

those mranted normally to the developed macket economy countries,

(¢) oy undertuking steps to facilitate the implementation of the measures
enumerated in Part B and by carrying dut other positive measures with a view
to prozoting the further expansion of economic ties and the increase and
diversification of mutual trade exchanges.

' D

1. Requests the Secretary-General of UNCTAD, in consultation with the regional
. eoonomic coumissions of the United Nations and with the United Nations Economic
and Social Office in Beirut and with other competent organs of the United Nations,
to keep under review the progress achieved in the expansidn of trade (a) between
developed market economy countries and socialist countTies giving due consideration
to trade interests of developing countries and (b) between socialist countries
and developing countries, and to contiﬁue to submit periodical reports thereon
to the Conference and to the Trade and Development Board, including the sessionas
committee te be convened under paragraph 3 hereunder;
2. Purther requests the Secretary-General of UNCTAD

(a) to address a questionnaire to governments on the problems involved
in the establishment of different forms of miltilateral payments arrangements
between developing and socialist countries and also suggestions thereon and
to prepare, for the group of experts mentioned below, a background study on the
topic taking into account replies received from the countries concerned and
having in view the Report on Payments Arrangements'among the Developing Countries
for Trade Expansion (TD/B/80/Rev.l),
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(v) to convene a group on multilateral payments arransoments, nov lotor vien
the first quarter of 1969, consisting of experts from interesied Socialist, devaleni.
and devcloped market economy countries to examine, taking inte account the siulr
prejored by the Secretary-General and other relevant. dnformation, Lhe sudiabilivy ou
different forms of multilateral Paymenis arrangements between-developing end Socialisi
couritries and to suliit its recommendations thereon to the Trade ani Doveloprent Boar:
Tfor consideration and action;

3‘. Regquests the Trade and Development Board to'convene periodically & secuional
commitiee to proceed, in the light of the present recommoendation, to consulnot lOIlS -on,
and to the elaboration of proposals concerning, inter alia

(a) the expansion of Easi-West trade giving due cons:.deratmn to the trade
interests of develop:.ng countries,

(‘o) the expansion of trade between Socialist coumtries and develcping countries.,

76th plenary meetine
25 March 1968
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United Nations Conference on Trade} and Development
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RESOLUTION ADOPTEJ BY THE CONFERENCE
L on the report of Worklng Group 1 ETD/81_7

9(II). Declarstion on the World Food FProblem

The United Nations Conference on Trade ond Development,

STATEZS THAT B , - « ® T
Tx half of menkind is undernourished or badly fed, becouse the world production *

of energy—giving and prokective fbodé is insufficient to satisfy nutritional
reﬁﬁircments. The—millidns of people suffering from huager and malnutrition live in
developing countries.” ‘ ' #
2. in nearly all the developlng countries, a backward agricultural sector has in
recent yeers been unable to increase food output fast enough to metch the increase in
thv demend for food resulting from pcpulatlon growth and rising incomes. For this
reason, these countries are obllged even for meintaining present low levels of
nutritlon, to import food in ever—lncreusing amounts, to the detriment of their capacity
to lmport copital goods essential for accelerating their economic development.

Ba the food surpluses in developed countrles which have hitherto been used to cover
eﬁérgency world shortage have been substqntially reduced, and the surplus of cereals
has practically disappeared. : i .

4 in most developing counfries there exists at fhe same time a deep social and

humen problem which arises, like the world food problem, from the insufficient

dynamlsm of the arricultural sector - namely, the chronic under-employment and the

low lncomes of the rural population. The 1evei of 1living of the rural population

which constltutes the vest majority of the total population in these countries is
incompatible with human dignity and the rural population is unable to participate

zetively enough in the common endesvour to overcome under-development.

ND-68-3709



Tn/II/RES/9
_page 2
14

G some favourable developments have taken place.recently with regard to these
probleus. Some developing countries are making promising progress in increasing theilr
asricultural production and improving the productivity of the agricultural secter,
tirough substantial national efforts in matters of investment, improved technology

and structural reforms, supported in some cases by more active international
so-operation. Morenver, in recent years the conscience of the world has been alerted

to the dangers and urgency of the world food problem, particularly through the FAO
Freedom From Hunger Campaign.

RECOGNIZES THAT

1. the persistence of these problemsléonstitutes oné of the major obstacles to social
and econnmic deve1npment.Hénce the sdlution to these problems:is the jeint responsi-
pi1ity of the whole iuternational cemmunity. The primary responsibility rests with the
developing couulries themselves which must increase their food production, as the basie
and permanent means of satisfying their needs. They must also raise the level of living
of the rural populations. The developed counbries should co-operate fully in these
afforts of the developing vountries. . o

2. the rapid development of agrlculture, which is indispensable not only fou producing
fond, producing raw materials. for some industries and providing employment but also,
in the case of exporting countries, as a means of earning foreién‘exshanga, is an
essential part of general economic and soclal development. Agricultural and industrial
develapment are inter-dependent. This 1nter-dependence calls for the balanced and
integralted growth of the various sectors of the economy , coupled with a dynamic policy
of sncial justice and betterment of the living conditions of humanity.

3. effective action to overcome the world foand problem and to modernize rural life in
developing countries should conaequently be concelved in the framework of a universal
endeavour dedicated to the fullest and mostfefﬂective use of all human, scientific and
natural resources to ensure a faster rate.of economic growfh aﬁd parallel social pregress.
4. the u;tlmate solution of the wnrld food problem requires a series of convergent
meagures some of which would have iumediate effects and others longuterm results.
Overall measures should be directed to increasing food production through actlons of
institutional, technical, social and economic character; to the 1mprovement of .
marketing at both national and international levels;. to the development of agra-
industries and to the congideration of the dynamica of population. The adoptlon

of measures to increase.supplies, including food aid, to. meet shortages and the
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application of improved techniques will continue to be required to alleviate the

situyation in the short-term. Action should be taken urgently on measures having

both immediate and long-term effects.

AFFIRMS THAT

i I the Unlted Natlons, with its subsidiary organg, the specialized agencies,

the World Food Programme and the international financial institutions have

important regpnsibilities in the solution of the world food problem,

2. théribod and Agricultural Organization has a crﬁoial role as the intemational

ageney entrusted with the task of raising levels of nutrition and the standards of

living of rural people and securiﬁg improvements in the efficiency of production

and distribution of all food andragricultural products, Present trenda.in FAO

and the reglonal and internatwonal Banks toward the planning and execution of

" practical nrogramme and integrated proaects leading to international and national

investment should be supported and encouraged by mambercpuntries.

" 3. the integrated approach to the world food problem calls for the fullest

co-operation and co-ordination among the intermational organizations concerned,

and for the utilization, as appropriate, of the opportunities-ﬁ?uvided by

bilateral{prbgrammes and those cf.certainrprivate foundations. |

NOTES WITH\ABfﬁQVAL thé agsistance already extended by the international orga-

nizations' concerned and certain major undertakings, including inter aliasx

(a) the elaboration of plans for the Second Development Decade 1970-1980;

(b) the FAO Indicative World Plan for Agricultural Development s

(c) the Inter-Agency Study on Maltilateral Food Aid initiated under General
Assembly res lution 2096 (XX) of 20 December 1965;

(d) efforts to expand multilaterai food aid under the World Food Programmesj

(e) the Convention on food aid of the International Grains Arrangement,1967,
and eimilar posc . bilities of mobilizing through international arrangements
for other cmmodities the capacity of both devaloping and developed
countries to produce supplies for food aid purposes;

(£) ‘the Agricultural Deveiopﬁeﬁé'Fund of the Asian Development Bank.
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TIERFFORE URGES
Developing countries

i to pay upecial attentlion, in the formulation of balanced and integrated plana,
to the requirements of the agricultural sector, taking account of the food oilua~
tion and of the important role of this sector in overall development, and to recmove
guch impediments to increases in agricultural production as arlse from agrarian
end credit structure innsrited from the past, to earry out, wherever appropriate,
the raforms in tho systems of land tenure, land and water use and credit and to
nodernize adininistrative institutions;

2o to plon agricultural production in the interest of balanced economioc
developmoat taking into account osurrent and potential requirements;

3 to lay emphasis on the development of human resources and to this effect,
emong other mcesures, to adopt programmes of mass education in the rural areas,
technical tiaining and community development, o ensure an active participation
by the famexs in the common tasks to increase their incdme and their standard
of living and to ensure the enjoyment of their political, social, economic

and c ultural rightsj .

4. to promote the establishment and expansion of co-operative organizations

to be effective instruments for a better devebpment of production and marketing
of foodstuffiu; '

N strengthen measures for improving the availability of key agricultural
requinites, including fertilizers, improved seeds,lpasticides, igproved agri-
cultural maichinery and implemants, and to provide adequate advisory and
extensidn seivicns and instftutions for training and research with due atten-
tion to the adaptation of methods and techniques to local conditions;

6. promote the astablishment of agro-industries, specially those supplying the
agricultural sector with fertilizers, pesticides and agricultural machinery and
equipmant;

T improve transpoxt, naxketiné, storage and distribution facilities}

8, pay special attention, where necessary, to increased water supply

ineluding ground watex exploitationg , '

9, intensify their efforts to make better use of the resources of the sea

and of the fishery resources of both sea and river for human foodstuffs,

through, among other measures, the application of mcdemn technology in

small fishery industries and the technical training of fishermen;
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10, promote adequate pricing policies which take into account the need to
attain the maximum degree of production as well as appropriate level of
efficiency;
11. promote national reserves of foodgrains for stabilization of consumer
prices and meeting emergencies;
12.  increase their efforts to conclude agreements on complementary food
.production within the existing regional and sub-regional integiafion schemes
and other regional and sub-regional agreemgnts in conformity with national
deVelopment programmes; .
13. consider the effects of the problems created by the dynamics of popuiation
on feod requirements and take appropriate measures;
14, encourage forei:m private investments and the inflow of'private capital
for the above-mentioned purposes, if it is in aocordance with their national
development plans, .
Developed countries
1, within the framework of their respective global aid programmes and in the
light of the targets set by the Conference with regard to the volume of aid,
(a) o continue ‘and to strengthen their aid to developing countries makihg

© " efforts to increase food production and modernize the agricultural seotor

and for this purpose to ;iveAmoié'emﬁhasié, in respdnse to requests of |

these developing countries, to increasiny the assistance by providing
agricultural requisites, eSpecially'fertilizers, pesticldes, improved seeds,
agricultural machinery and implemants,

(v) © to lay also equal emphasis on aid intended for the establishment of agro- '

" industries for the manufactures of fertilizera, pesticides, agricultural
machinery and water deve10pment equipmqnt and to promote, for the same
purpose, private investment if it is in ‘accordance with national development
plans of developing countries; - ’

(¢) to continue and to strengthen the nﬂcessaxy technical assistance through
bilateral and multilateral channels including such assistance as would
improve the quality of human resources which are crucial to economic growth;

(d) to provide food aid on a:fair and just basis amonz developed countries as.
an interim measure of assistance to food-deficit countries, in such a way

as not to affect the productive capﬁnity of the recipient countries and,
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to the greatest practicable extent, in aoccordance with the FAO Principles
of Surplus Disposal. This food aid should also aseist the food-deficit
countries in buildins up emergenc) reserves replenishable from time to time
for short term needn. In the case of food-importing donor countries,
however, due account should be taken of their special circumstances,

Food ald should be siven on a grant basis or a loan basis on as
generous terms as oircumstances pemmit.

Focd aid should not provide undue inuantives for an increased produstion
in developed countries.

Food aid should mobilize where apprcpriate through international
arrangementa the capacity of developing countries to produce food aupﬁiiaa
for food ald purposes. | _

Any increase in ocash contributions to multilateral food ald programmes
should be used, where practicable, for the purchase on economic_terma_of
food from the developing countries. '

2, to ocarry out, to the extent practicable, measures providing more favou:ahle
conditions of access to their markets for primary products axporting countries,
particularly bearinz in mind the interests of developing countries, and permitting
primary products exporting countries to participate in the growth of the markets
of industrial natione.' ‘
t tional O zatio o)

: to intensify their co-operation with the developin; and developed
countries in their joint efforts to solve the world food problem, suppert and,

within the limits of their resources and constitutional reeponsibilities, ocarry
out an effective assistance to developinF countries}
2. to take into account in so doing among other considerations, the need
for a co-ordinated global approaoh to aotion on the world food problem, including
davelopmonton the ggricultural sector and trade in agricultural products, as '
a gulde to developing and developed countries and international agencies in
the formulation and implementation of their plans, policies and programmea;
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B in adapting their structure, stratesy and programmes to the changing
situation and the global efforts, to concentrate their activities and, in so
far as their particular character permits, place greater emphasis on operational
aspects, decentralize their services and strengthen their work in the field;

4. in financing agricultural development programmes and projects by inter-
national agencies, to give appropriate emphasis to the importance of providing,

in response to requests, sizeable amount of agricultural requisites as an

+

essential element in their assistance.

10th plenary meeting
22 March 1968
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RESOLUTION ADCPTED BY THE CONFERENCE
24(II). Special measures to be taken in favour of the least

develoved among the developing gountries aimed a

st A0k

expanding their trade and improving their econqg;c

The United Nations Conference on Trade and Development

Recognizing the differing characteristics and stages of development of develop.. :

=

countries and recalling the Final Act of the first session of the Conference.

Further recosnizing the special problems that confront the least develc ied amongos

the developing countries in their efforts to ascelerate their economic and sccial
improvement and aware nf the need to provide effective and eoncrete measures that
can cnsure their sustained economic growth and enhance the ability of the least
develeped countries to benefit fully from the general measures in favour c. all
devel ping countries,

Acceptine that such measures should be adapted to the particular situations ani
specific problems of these countrles,

Taking note of the Charter of Algiers (TD/38 and its Annex II) and of the special
neasures which could be taken as outlined in the doouments of the UNCTAD secretaria-
Gorvinged that the international commnity, when embarking upon a policy of

co-cperation fer development, should pay due attention to the special handicaps of

the lcast developed countries with the object of removing their disabilities
Recermizing that it is necessary to study further and to elaborate the cetailed

measures which could be talken in this regard within the various fields of activity

of the UNCTAD ard other organs of the United Nations and of other international

urganizations,

o

Javing aereed that it should not ve the objective of any special measures token

in faveur ol the least advanced developing countries to ereate discriminatic: Lo, The
.evelcopirg countries but to ensure due berefits for the least ileveloped amon; ..c:
3o that all developing countries can gain equitable benefits,

D AP=7 52



ATTi>nin~ the need to pay particular attention to the least developed countries
in measures and concrete decisions emanating from UNCTAD and other organizations
of the United Fations system concerned with the problems cf economic development,

“ether affirmine that special support should be given by States members of

UNCTAD, the international institutions and the regional economic commissions to the
lcast developed countries sc as to ensure thelr active‘participation in world trgde. ”
and develcptent, including regional and sub-regional industrial development, -
1. Peg-roerds that special measures be devised, wifhin a global strategy, of
conversont measures in drder.to enable the ieaét'develqpéd‘qmong the déveloping
countries ts derive equitable benefits so that all the developing countries are
enabled to gain comparable results from the co-operation of member countries of
UNCTAD, particularly the co-operation between developing and developed countries.
The poasibilities of devising such measures in relation to both developed market
economy and socialist countries, and in accordance with the préctices'of.these
countries' particular economic aystema,%shOuld be examined in the following spheres
among others. '

(a) commodity policy &

(b) manufactures and “semi-manufactures

(c) development finance

(d) regional economic integration

\e) invisibles and shipping

(f) trade promotion

(g) special technical and financial assistance;
2. Invites the international bodies responsible for particular measures designed
40 benefit developing countries generally, whenever possible, to design the form of
and elaborate on the special measures which might be teken in favour of the least
developed countries and to identify such countries in the context of each measure
concerned, taking Tully into account the identifying criteria relevant to the
policy measure in guestion;’ o '
A& Requs=aths

(a) the Trade and Development Board and its subsidiary organs to bear in
mind in all their activities, studies and decisions the special needs of the leasv
advinced among the developing countries and to keep this question under review on

& continuing basis;
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(b) the Secretary-General of UNCTAD +o undertake studies of ailfferent aspecis
of the special problems of least developed countries with a view to devising
effective measures that would enable these countries te benefit fully from measures
undertalen within the UNCTAD programme and framework;

(c) the Secretary-General of UFCTAD to continue studies relative to the
identification of least developed countries and to examine the various approaches
&
%

& FELE

rcoblem, taking into consideration the recommendations and the report of

s

the Conference and tne work undertaken by the regional economic commissions and-the-
invitation in pavagraph 2 above with the object of suggesting practical guidelines

tc be followed in the process. of identification;
Y

A Invites:

(a2) other organs of the United Nations, as well as other intermational
organiéations whose activities may have a bearing on measures waich can be taken

to zssist the least advanced of the develcping countries, to pay special attention

in their activities to the problems cf these countries.and whnrever possitle to
introduce, within the measures they may recommend or undertake in favour of dc.eoloping
countries as a whole, particular provisions to assist the least advanced among them,;

(b) in particular the regional economic commissions fur Asia and the Far East,
for Latin Anerica and for Africa, to pay special attention in their work programme
to the special problems of the least developed countries of their regions, and also
to undersake studies and take any other action which they consider appropriate to
enable the Secretary-General of UNCTAD to suggest guidelines as in paragraph 3(c)
above;

(c) the States members of UNCTAD, the regional economic commissions and the
appropriate bodies of the United Nations system to co-operate with the Secretary-
General of UNCTAD by providing information relevant to the preparation of the
studics mentioned in the above paragraphs; '

(i) the United Nations Development Programme, (UNDP), the United Nations
Industrial Development Jrganization (UNIDO) and the intermational financial
institutions to devote particular attention to the needs of the least developed
countries in the drawing up of their prggrammes.of éssistance, and in identifying
viable projects and promoting their financing.

77 plenary meev.ng
26 March 1966
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RESQOLUT ION ADOPTEP BY THE CONFERENCE
[on the report of Working Group III (T0/59)_/

11(II). Special Problems of the Land-locked Countriocs

The Unitcd Nations Conference on Trade and Development,

A

Recalling the Principles relating to Transit Trade of Land-locked Countries which
were adopted by the first session of UNCTAD (Final Act, Annex A.I. 21,

Recalling that, on the basis of these Principles, the United Nations Conference
mm Transit Trade of Land-locked Countries adopted on 8 July 1965 the Convention on
Transit Trade of Land-locked States, "

Noting that the Convention entered into force on 9 June 1967 but so far has been
catified or acceded to by only two transit States having a sea-coast,

Noting
any time 1limit,

Considering that, for the promotion of the trade and economic development of the

1and-locked States, it is essential to provide facilities to enable them to overcome

otinm further that the Convention is open for ratificiation or accession without

she effects of their land-locked position on their trade,

Recalling General Assembly resolution 1028 (XI) of 20 February 1957,
1. Urges all States invited to become parties to the 1965 Convention to Transit
Trade of Land-locked States to investigate the possibilities of ratifying or acceding
to it and to make it effective at the earliest possible date. '

7D .68-3T76
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. B.

Recognizing that

(a) the land-locked position of many developing countries affects the expansion
of trade and economic development of these countries and may hamper them in taking
advantage of some of the international measures envisaged to support the trade
expansion and economic development of all developing countries,

(b) the special problems. involved in the promotion of the trade and economic
development of the land-locked developing countries, in pérticular the high cost .
of transportation due to distance from sea, the poor state of transport and
" communications and other factors inhibiting the excculion of their twade expantlon
and economic development programmes, call for special attention and require special
solutions,

Convinced that the’ 1nterndtlonal community, when embarking upon a comprehen51ve
policy of co-operation for development, should pay due attentiop to the above-mentioned
special problems of the land-locked developing countrles,' | '

Noting that, within the framework of some Unlted Natlons reglonal economlc
commissions and some regional and sub-regional economic grouplngs of developing
countries, studies of certain. 1mportant aspects of the special problems of the land-
locked developing countries of the regions or sub-reglons concerned have been initiated
with a view to contributing to their solution, _ '
1. Recommends that, in view of the special problems of the 1and—1ocked developlng
countries, the land-locked situation should be considered as a factor in determining
the criteria for the identification.of the‘leasf developed among the developing
countries; |
2.  Recommends that the Governments of the developed countrles, in thelr financial
and technical assistance programmes in the field of transport and communlcaflons.
should accord appropriate attention to the special needs of land-locked developlng
countries in extending adegquate financial.and technical asaistance to projects
designed for the development and improvement of the transport and communications

infrastructure needed by these countries, in particular of the transport modes and
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faeilities most convenisnt %o th w ar.l mil-ally anceptable to the transit and the
lard-locked developing countries concerned, including joint projects concluded
by common agreement with the transit States concerned for the establishment,
expansion and/or improvemen! of transport and communications facilities serving
the transit trade of the land-locked countries;

3,  Further recommends that the appropriate international financial institutions

be invited to give similar attention among their priorities to the matters
mentioned in the preceding paragraph;

4. Calls on transit countries to extend their fullest possible co-operation
to the formulation and execution of the projects mentioned in the preceding
péragraph; '

5. Recommends that the land-locked developing countries and the transit
countries should enter into consultations and negotiations, whefher bilaterally
or on a regional or sub-regional basis, with a view to examining Jointly the
special difficulties which the land-iocked developing countries face in the
promotion of their trade and ecornomic development, and-to concluding agreements
designed to overcome such difficulties in accordance with the nature of each
particular case, paying special atiention to the facilities requested by the

land~-locked countries for their transit trade;

6. TFurther recommends that the Goverrments of the developed countries be invited
to Eear in mind, in theirfassistanco programmes or through fhe international
organizations c;ﬁcerned, the possibility of extending loans on favourable terms:

(a) to the land-locked developing countries for the development of |
transport and communication facilities designed to help the latter to overcome
the special.difficulties of their land-locked position;

(b) +to the developing land-lockecd and transit countries for the developmernt
of transport and communication facilities referred to in paragraph 2 above
designed to help the developing countries concerned to overcome the special

5\

difficulties of the land-locked pusition;
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7. Recommends that the Govermments of States members of UNCTAD invite liner
conferences and equivalent organizations, directly or throush the shipowners members
»f them, and likewise insurance companies, to bear in mind, in forming their
respective tariff policies, the special problems of land-locked developing
countries;

B. Calls on the developed land-locked countries, through the exchange of
“information experience, training and technical know~how, te lend, upon request}
directly or through the appropriate United Nations bodies, special agsistance to

the land-locked developing countries in outlining suitable solutions to the

special probleme of the latter;

9. Invites the regional economic commissions qnncerned with the developing regions.
and the regional and sub-regional economic grouﬁings of the developing countries to
‘pay special attention in their work programmes to the special problems in the field
of the trade expaﬁsion and economic development of the land-locked countries
members of such regional economic commissions and regional or sub~regional econmmie
groupings, and to give special consideration to the need of greater participation
of such land-locked developing countries in regional and ir%ernational frade;

10. Reguésts:

(a) the Secretary=-General of UNCTAD, in consultation with the Under Secretary-
GCeneral of the United Nations for Econrmic and Social Affairs, to establish a
group of experts to carrylout a comprehensive examination of, and to report upon,
the special problems involved in the promotion of the trade and econemic
development of the land-locked develepiny countries, a special study to be made
in this examination of the transport problems, outlining possible ways by which
the adverse effects of higher transportation costs nn the trade position,
production costs and execution of economic development programmes of the land-
locked developing mountries might be minimized; the background material to be
prepared for the examination by the group of experts shall draw fully upon the
experience and competence in this field of other appropriate United Nations
vodies, in particular the Department of Economic and Social Affairs and the
regional economic commissions; the report of this expert group should describe
the experience so far gained in the solution of the above-mentioned problems and
outline, further practical measures and procedures for presentation to the Trade

and Development Poard for consideration and apprrpriate action;
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(b) the Statos members of UNCTAD, the regional economic commissions, the
specialized arencies concerned, the economic groupings of the developing
countries and other international orzanizations dealing with the subject to
co-operate with the Secretary-General of UNCTAD by providing to the exvent
possible, information relevant to the preparation of the studies and reports
- mentioned in this paragraph; ;

(¢) the Secretary-General of UNCTAD to follow the progress made in giving
effect to the recommendations made in this resolution and to report thereon in
his annual reviews of international trade and economic development to be
prepared in pursuance of the Trﬁﬂe and~DBVelopmant Board's resolution 19(II)._

1st plen meeti
23 March 19
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Aprid 15, 1968

Mr. C. S. Sturmey

Palais des Nations
Geneva
SWITZERLAND

Dear Mr, Sturmey:

gm mu.umamuwm
wummwu. xmwmm
contapts and exchange of views and information. :

I have made arrangsmsnts for your name to be put on our
list for cur Status of Studies feport and for our

tion studies. I would appreciate it if would keep us
informed of the activi of the Shipping by sending us rele-

vant documentation on work programs and publications and if possible
draft studies.

With best wishes,

7
problems

j
:

|

Sincerely yours,

Herman G. van der Tak
Heoad, Sector and Project Group
Economics Department
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ec: Mr. Hogg
Messrs. Schmedtje/de Weille
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Cable No.: 380

PRESIDENT PREFERS MAKE DECISION ON DESTRABILITY ORAL REPORT TO BOARD

ON UNCTAD AFTER SUBMLSSTON YOUR WRITTEN REPORT. SUGGEST THEREFORE

YOU CANCEL FLANS FOR WASHINGTON VISIT AT THIS TIME ALTHOUGH YOU MAY

BE ASKED TO MAKE VISIT AND STATEMENT AT LATER DATE

TEMUTH

VT TR AV _"Wot To BE TRANSMITTED

MESSAGE AUTHORIZED
NAME Ridhard H. muth

DEPT. Development Services
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April 12, 1968

Mr. Raul Prebisch
Secretary-QGeneral
United Nations Conference

on Trade and Development
Palais des Nations
CH~1211 Geneva 10, Switgerland

Dear Mr Prebischs )

This will aginowledge your letter of April l:: 1968, transe
mitting the notification of the sixth session of the Trade and
Development Board to be held in Geneva on May 6, 1968. The Bank
does not plan to be represented at this meeting.

Sincml\y’

Michael L. Hoffman
Associate Director
Development Services Department

MLHof fman/pnn TVW%‘

cc: Mr. Consolo



Hm&qua.rters:
Washington, D.C., 1. S. A,

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVEL]OPMENT
Cable Addreas - INTBAFRAD PARIS 5 4
INTERNATIONAL DEVELOPMENT ASSOCIATION gt

Cahble Address - INDEVAS PARIS ?

EURQPEAN OFFICE:
4, AVENUE D'TENA, PARIS (16%) — FRANCE

Telephone - 663-2810 i {

April 12, 1968

qoli” :
- Lﬁ‘i.‘l”
Dear Dick: w, av ﬁ”,af”ﬂ#

Arthur suggests I should write you this note to remind you of
a matter which we discussed when you were here.

You will remember that we mentioned various UNCTAD follow-up
meetings which are to be held in FEurope. The information we have on
these is as follows:-

June 18-28 Group on Preferences
3rd session to be held in (Geneva

July 16-26 Committee on Commodities
3rd session to be held in Geneva

July 30-August 9 Committee on Manufactures
3rd session to be held in Geneva

September L4-20 Trade and Development Board
Tth session to be held in Geneva.

You said that you were not sure at the moment whether the Bank
need be represented at these meetings, or at least at some of thom.
If we were to be represented you would like to think further regarding
who should be the representative.

This note 1s Just to remind you of thls matter. At a later
date, you will be letting us know whether or not you want us to make
any arrangements for representation from this office.

Yours sincerely,

=

Ll ® '.m'. ey ;—2', L
foo, 12~ 23 .

Mr. Riehard H. Demuth, Director

Development Services Department

Internatlional Bank for
Reconstruction and Development

Washington, D.C.
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT l INTERNATIONAL BANK FOR E INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

Files DATE: April 12, 1968
Richard H. Demuth

Visit by Dr. Prebisch

Dr. Prebisch visited Mr. McNamara today. I was also present.

The visit was largely in the nature of a courtesy call.
Dr. Prebisch, however, made the point that his hopes for progress
within UNCTAD now centered on the spring meeting of the Trade and Devel-
opment Board. At that meeting, he hoped to obtain an agreement on a
scheme of preferences and an agreement on supplementary finance. He
also hoped to make progress toward agreement on a date by which the 1%
aid target would be reached. If he succeeded on all three of these
fronts, he would then try to make progress toward an agreement on a
"Strategy of Development," which would stress the responsibilities of
the developed and the developing countries alike. In each field
covered by the Strategy, there would be proposals for action on both
gides. There would also be some effort to establish long-term quantita-
tive targets.

Mr. McNamara expressed strong agreement with the notion of a
Strategy of Development. He explained what he was trying to achieve in
terms of long-term programs for the major countries being financed by
the Bank Group. He and Dr. Prebisch agreed to keep in touch.

In response to a question which I asked Dr. Prebisch after the
meeting as to the division of functions in connection with the Strategy
of Development between UNCTAD, on the one hand, and the Tinbergen group
and the U.N. Secretariat, on the other, Dr. Prebisch said that the
latter in their work on the Second Development Decade were stressing the
econometric approach with a view to promulgating global quantitative
targets. In UNCTAD, on the other hand, the emphasis of the work was on
action to be taken by both the developed and the developing countries on
a. series of specific fronts.

cc: Messrs. Friedman, Kamarck, Consolo and Karasw

RHD:tf
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CROSS REFERENCE SHEET

COMMUNICATION: SENTIOR STAFF MEETING  SSM/M/68-1L
DATED: April 8, 1968
TO:

FROM:

FILED UNDER: ggNIOR STAFF MEETING

SUMMARY:

UNOTAD TT

9. Mr., Friedman said that, while the formal texts of the conclusions
reached by Committee III of UNCTAD, which dealt with financial matters,
had not yet been received, it appeared that the outcome on the principal
subjects discussed was as follows:

(a) Supplementary Financing: The "77" developing countries
endorsed the scheme, as did some developed countries,
notably the Scandinavian countries, the Netherlands and
Switzerland. The U.K,, although one of the originators
of the scheme, had been lukewarm in view of its balance of
payments difficulties, while others, including Japan and
the United States, wished to avoid any commitment, at
least for the time being. A stalemate had resulted, and
the Inter-Governmental Group (which was being expanded)
which had reported on the scheme had been asked to continue
to try to resolve the various issues, probably in the hope
that final decisions could be deferred until the United
States and others were more disposed to commit funds.

(b) The Bank had been asked to continue its work on suppliers!
credits, on which it had already prepared a study for
UNCTAD; the IMF had also been asked to do a study which,
perhaps, could be combined with the Bank's.



(¢) The target for the external aid of developed countries had
been defined as 1% of gross national product. The 1%
covered both public and private aid, although some countries
had already announced their intention of bringing their public
aid alone to this level, The coverage of private and
public aid included in the target had been defined in detail.
Views on when the 1% target should be attained had differed,
some suggesting 1971 or 1972, while others refused to commit

 themselves to a date,

(d) The Bank was requested to make a study of the terms,
conditions and techniques of development lending.

(e) What appeared to be, but was not certainly, a resolution on
the Bank raised a number of questions on such matters as
local currency financing and program financing similar
to those raised in the Bank by various Governors. It
was urged that the Bank should offer its services in debt
rescheduling exercises. The tone of the "resolution'
and other actions and statements indicated respect for the
Bank mpo
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DECLASSIFIED
CONFIDENTIAL
JUN 24 2024
SecM68-94
WBG ARCHIVES
The Secretary April 8, 1968

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

Attached for information are the texts of the following
seven documents submitted and agreed upon in the closing hours

of the United Nations Conference on Trade and Development held
recently in New Delhi:

I.

II.

IIL.

IV

VT

Improving the Terms and Conditions of Aid
Alleviating the Problems of External Indebtedness.

Improving the Mobilization of Internal Resources.
Compensatory Financing Facility.

Increasing the Flow of Private Capital to
Developing Countries.

Aid Volume Target.
Supplementary Financial Measures.

International Monetary System - Issues Relating
to Development Finance and Trade of Developing
Countries.

It is believed that these are the final texts as approved by
the Plenary Session on March 29, 1968. As it will be a month or
more before the rapporteur's renort containing authenticated texts
will become available, the attached texts of documents of particu-

lar interest to the World Bank Group are being made available at
this time. '

There is also attached a copy of document TD/II/C.3/L.35
of March 20, 1968, concerning World Bank Group matters, being
& Note by the Chairman submitted to the Third Committee. It is
understood that a short covering resolution transmitting this
text to the Trade and Development Beoerd was approved during the
final session of the Conference.

Distribution:

Executive Directors and Alternates
President

President's Council

Executive Vice President, IFC
Vice President, IFC

Department Heads, Bank and IFC
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‘Jnited Nations Conference on Trade and Development

jocond sess
Agenda item 12

GROWI'H, DEVELOPMENT FINANCE ATD AID (SYNCHRONIZATION
OF INTERNATIONAL AND NATIONAL POLICIES)

Note by the Chairman of the Contact Group
of the Plenary

‘Follnwing consultations within the Contact Group the attached texts are

submitted to the Conference for consideration.

ND.68-3849



I IMPROVING THE TERMS AND CONDITIONS OF AID
ALLEVIATING THE PROBLEMS OF EXTERNAL INDEBTEDNESS
Terms of Aid _
1. The Confersnce endorses the view expressed in the Agreed Statement of the
Problems of Development that the terms of development assistance generally remaln too’
hard., TFurther efforts are required to soften the terms of aid and to harmonize the -
terms given by individual developed countries to individual developing countries.
Teveloped countries agree to renew their efforts 1o achleve by the end of 1968 the
terms and conditions of external resources laid down by the Development Assistance
Committee (DAC) of the OECD in its Resolution of -July 1965, and by the General
Assembly of the United Nations in its Resolution 2170 (XXI). The Conference urges
those countries which are now furthest from these norms to make special efforts to
achieve them. - | & B ‘ o _
2. The Conference notes with appreclation that a review of the terms and conditions
specified in the Reocommendations of the DAC is to be undertaken this year and
expresses the hope that it will result in further liberalization of them. It
considers that efforts should be made to raise the norms set out in the present target,
either by increasing the amount of aid given in the form of grants, or by improving
interest rates, maturities or grace periods, or by increasing the grant element of
the official aid commitments of donor countries. Developing countries and some
developed countries consider that either of the following alternative norms, to be '
achieved by the end of 1970, should be specified for each donor country.
Either |
(a) developed countries might provide 80 per cent or more of their
official aid in the form of grants;
Or
(b) they might;
(1) provide 90 per cent of their offiocial aid commitments as grants or loans
at 2.5 per cent interest or less, with a repayment period of 30 years
OTr Mmore;
(ii) attain a minimum grace period of 8 years.
The develnped countries generally itioke note of these suggestions and will consider

them in the evolution ~f their assistance policies.
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3. The Conference reecognizes that the ability of individual countries to service
external debt varies. ' It recognizes also that the terms on which different types

of funds are obtainable to promote development vary. It considers, however, that

most developing countries will need to receive development assistance on soft terms
for @ long time ahead, whether the judgment is based on their national inccme per head
or théir external financial position and prospects. The developing countries and

some developed countries consider that, by 1975, the bulk of bilateral lending should
be on terms ccmparable in general effect though not necessarily identical in all
individual respects with the terms currently applied by the IDA, with suitable
arrangements made to enable developing cowftries not now eligible to avail thqnselves
of these terms to do so. The developed countries generally take note of these
suggestions and agree to congider them in the further evolution of their lending
policies, ,

4. The Conference stresses the importance of harmonizing the terms of assistance to
individual countries, ' particularly but not exclusively in the case of countries for
which multilateral co-ordinating arrangements exist. Furtﬁer?study should be given to
the determinants of debt servieing capacity, with a view to establishing general
oriteria for settling terms for countries or groups of counﬁries. Judgments on the
terms to be offered should be made; where possible, on a case by case basis. Particuls
regard shéuld be paid to the needs of the least-developed countries in determining
terms. Some donor countries emphasize that the overall terms of aid of individual
donors should be taken intoraccount in this connexion.

5. Some donor countries point out that for them the volume of lending and the rate
at which terms can be improved are closely comnected, especially if the donor -
country has to provide at least part of its aid by raising funds in the private
capital market, and to subsidize the rates at which they are relent to develnping
countries. They also point out that the problem is particularly acute in view of
their relatively limited aid giving capacity.

6. - The Conference considers that further study is necessary of possible improvements
in techniques of lending, having to do among other things with conditions and
sohedules of repayments, and requests the IBRD to prepare such a study in consultation
with the Seoretary-General of UNCTAD and IMF. .In particular the study should take
into account the possibility of postponing or waiving interest and amortization
payments in years of foreign exchange stringency. The results of this study should be
presented to the next session of the Committee on Invisibles and Finanoing related to

trade.
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7. The Conference weloomes the increased availability of financial assistance for
programme financing and stresses that external finance should be made available both
for programmes and projects and should inelude lbcal costs where necessary. Since
develomment requires a contimous supply of external resources, individual donor
countries should take such steps as they can to ensure such contimuity..

Commercial credits including suppliers! credits

8. The Conference endorses the judgment in the Agreed Statement that commercial
credits add to the flow of resources and can play a useful role, within limits, in
pramoting develomment. They are, however, no real suhsfitute for long-term
development aid. _
"9, It was noted in the Agreed Statement that four main questions arise:
(1) +to what extent should coymercial credits be adapted to promote
development as well as trade? ;
(ii) how should its acceptance and use. be controlled by both reoipients
and lenders?
(iii), should the terms be Boftened, and what would be the implications
for both aid and trade? .
(iv) should the question whether any new institutional arrangements are
needed to alleviate harmful developments in the field of commercial
credits be further studied? . _
10. The Conference invites the IMF to prepare a study en these questions, in
consultation with member Goverrments, with the secretariat of the UNCTAD, the IBRD
and other appropriate institutions. This study should be made available for
discussion in the Committee on Invisibles and Financing related to Trade which will
then decide whather to refer it to an intergovermmental group with equitable
representation of developing and developed countries, or to deal with it in some
other appropriate way.
11l. The Conference further requests the Unlted Nations Secretarlai and the IBRD
to csontinue, in consultation with other institutions, the study of commercial credit
as a means of assisting developing countries to.increase their exports and to
finance trade with eaoh other including ways in which fasilities available to them
might be strengthened and developed. Consideration should be given to the possibility
of refinancing by international financial institutions of commercial credit
extended by developing tcountries. 7 '
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Indebtedness
12, The Conference recggnizes the gravity of the problems of external indebtedness and

acuteness of scme of them, and the fact that such problems arise nct enly from official
lending but also from commercial credit. It considers, first, that as was noted in

the Agreed Statement, further analysis is required of the whole question of indebtedness
differentiating between the various types of debt involved., These must not be judged
in isolation but in relatien to the debt-servicing capacity of the country concerned,
its external trade and its rate of growth. The problem ef indebtedness is also linked
with the'prnblems of terms and volume of aid. “

13. Secondly, improved arrangements to forecast and forestall debt orises are clearly
‘desirable.

14. Thirdly, since the first objective must be to prevent debt crises from arising,
develmping countries should undertake sound policies of debt management, while '
developéd countries should help by providing assistance on appropriate terms and
conditions. ' . |

15. Finally, where difficulties do arise, countries concerned should stand ready to
deal reasonably with them within the framework of an appropriate forum, in co-operation
“with the international institutions concerned. They should bear in mind that some
developing countries are carrying an excessively heavy burden of leng term debt, having
regard to their need to sustain an adequate rate of economic growth and that suitable
measures should be adopted in appropriate cases to alleviate this burden. In other
cases, situations of corisis may'ériae and arrangements to refinance or reschedule on
appropriate terms and conditi~ns may be required. Present institutional arrangements
for dealing with such prnblems méy require review when the analysis of the problems

has preceeded further and thé arrangements for forecasting situations have been further
developed. |

Tied Aid

16. The Conference, while recngnizing that the causes and effects of tied aid need to
be further studied, endorses the judgment en the effects of tying contained in the
Agreed Statement. Tying restricts the developing countries' opportunities‘of
benefiting from the price and quality advantages which normally accrue from a free

chnice of suppliers. This is particularly the case when restrictions are imposed not

only as to the srurce of procurement of the goods but also as to the nature of the
goods. Further tying tends to reduce the real value of aid inasmuch as the definition
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and the choice of projects aﬁd of technolmrgy best suited to the requirements of the
developing countries is limited. Some of these disadvantages may be mitigated if a
country has the freedom ~f recourse to several sources of procurement or to a broad
range of gords and services from one source. Furthermore, some tied loans are used
for reimbursing import payments relating to contracts which have been obtained in
open international competition. '

17+ The Conférence therefore considers that, in principle, financial assistance
should be untied. Many donors, however, find it necessary to tie their aid, mainly
in order to protect their béiance of payments or to secure public suppert for their
aid programmes. The tying of aid is therefore to be directly related to fhe level of

“aid.

18. The Conference urges the developed countries to take what practical measures
they can, individually or collectively, brth to reducé the extent of tying and to
mitigate any harmful effects. The Conference considers that in any case efforts
should be made to mitigate harmful effects of tying. Practical steps.might include:
(1) a greater provisicn for the use of aid funds to cover local oosta,
(ii) the allewing of procurement in developxng countries;
(iii) a broadening of the range of commrdities or services to which aid may
be devoted g0 that recipients have reasonﬁble freedom of choice;
(iv) improvement in the administration of procurement; ’
(V) a develcpment of pooling systems under which contracts might be decided
by internaticnal competi?ive bidding within a group of doner countries.
19, Developing countries also consider that double tying, that is, tying to sources
of precurement as well as tn specified products, should be eliminated except in the
case of project assistance, and that denors shouid subsidize the excess cost of
procurement resulting from tying practices. Developed countries are unable to accept
the second suggestion and are not unanimously able to accept the first.

Access to capital markets

20. The Conference notes the concern felt by the davéloping countries over the
questirn of access to capital markets by themselves and by multilateral development
institutions, and invites the Secretary-General of the UNCTAD to seek the advice of
the IBRD and the regional development banks with a view to its discusaion by the
Committee on Invisibles and Financing related to Trade. |
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Interest Equalization

21. The Conference notes the studies prepared by the Secretariat on the proposal for
~ a multilateral interest equalization fund to cover the interest margin between lcans
obtained on international capital markets and concessional development loans. It~
notesg, further, that the technique of subsidizing the rates at which funds raised on
the private capital market are relent as aid is already practiced by a number of
donors. It commends the technique to those who find it an appropriate means of
achieving appropriately soft terms. The prnpesal for a multilateral scheme raises

a number of problems. The Conference invites the Secretary-General of the UNCTAD
to keep the matter under reviaw and to report to the next session of the Committee
on Invisibles and Financing related to Trade,

22, Annual progress reports in an appropriate form should be submitted and reviewed
in terms of General Assembly resolution 1995 (XIX) and Trade and Development Board
resolution 19 (II),
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II IMPRUVING THE MCBILIZATIUN (OF INTERNAL RESCURCES
% The Cunference recognizes that the .rimary responsibility fur their develosment
rests with the develoging countries themselves. While ap.reciating the efforts
already made by the developing countries tc mobilize and mane effective use of their
internal rescurces, the Conference considers that further efforts in this regard are
essential fur acecelerating eccnomic development in the develc.ing countries. These
efforts are zlso important for mobilizing public opinion in developed .countries in
support of their .assistance wrogrammes.
2. In the interests of rapid development, develo.in: countries need both to
mobilize internal resvurces as ful.y as possible and to ensure effective use of
available resources, both internal and external. The Conferences notes with
satisfaction the continuing pr.gress being made in development planning and the
increasing recognition that effective im.lementati.n is. an essential part of the.
planning srocess. Implementation involves a broad range of economic.and secial
policies conducive tu development. It also depends on the creation of the necessary
institutions and on mobilization of public sup.ort and co-operation in developing
-countries.,
3. The Conference recognizes that external rescurces can help to make possible full
deployment of the resources and efforts of developing countries, and at the same time
that well directed efforts by the develoging countries are necessary in order for
external resovurces to‘make their full ccntribution to development.
4. Countries which provide external resources in support of development are
concerned that these res.urces should not replace but supplement and helg to mobiliaze
adecuate domestic efforts and should be effectively used. The Conference acknowledges,
however, that priorities, problems and possibilities differ between developing
countries, and that the standards of effort which it is reasonable tao expect depend
on the circumstances of individual developing countries.
5. With these consideraticons in mind, the Conference stresses the importance of
 continuing frank and constructive exchanges between providers and recipients of
external resources. The Conference notes with interest and experience gained in
consortia and consultative groups, and als¢ the establishment of certain mechanisms
for mutual review and exchange of experience among developing countries. It
raecommends that attention sheuld be given to the further development and extensicn
of such arrangements.



TD/L.28.
page 9

6. The UNCTAD secretariat shculd continue its work on the relations between the
rate of growth and the amount of aid received. Its studies should take account of
alternative development targets, policies and standards of effort and external
circumstances. They should seek to iﬁvestigate any relevant implications of factors
which may lead to limitation ef absorptive capacity and evaluate the effects of
alternative types of performance including the aossibilities for useful impert
substitution. ' '



TD/L.28
page 10

III COMPENSATORY FINANCING FACILITY -

The Conference notes with gatisfaction that the International Monetary Fund
has adopfed measures for the liberalization of the Compensatory Financing Facility
in response to recommendation A.IV.17 of the Final Act of the First UNCTAD. The
Conférence further notes that much more extensive use has been made of the Fund
facility since its revision in'September 1966. As the revised facility has been
in operation only for about 18 months, further experience seems 40 be necessary
before any further revisicn of the Facility is undertaken. The Conference, however,
draws the attention of goverrments members of the IMF t¢ the following suggestions
made in discussion anc refers them to the Fund for consideration in its contiming
review of the Facility.

1. Adverse movements in import prices should render a developing country
eligible for a drawing under the Fﬁcility;

. 5, Drawings on the International Monetary Fund undexr the Facility should
be immediately available up to 50 per cent of the countries? quotas in the Fund
and that such drawings should not be subject to any conditions;

3 'The re-purchase liability in respect of outstanding drawings on the
Facility should not arise within five years after the drawing and thereafter should
fall due only in the years in which the countries' exports exceed the estimated
trend value and should not exceed 50 per cent of the export excesl,

4. The liability of the drawing country in respect of the interest charges
on the outstanding compensatory drawings should be calculated separately from
that in respect of ordinary drawings and that it should not attract the normal
progressive interest provisions of IMF.
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IV INCREASING THE FLOW OF PRIVATE CAPITAL
TO DEVELOPING CCUNTRIES

The Conference:

Recognizing the important role that private foreign investment can play in the
econcmic development of developing countries by providing capital, techmical services
and know-how, _

Bearing in mind that continuing systematic study concerning the structures of
foreign investment and its economic effects in the developing countries is essential,
if foreign investment is to make its optimum contribution to development, '

Bearing in mind the efforts and measures of both developed and developing
countries, as well as interested intemational ingtitutions, to promote foreign
private investment in developing countries,

Recalling recommendation A.IV,12 of the first United Nations Conference cn
Trade and Development,

Taking note of the report entitled "The Role of Private Enterprise in Investment
and Promotion of Exports in Developing Countries" (TD/35 and TD/35/Supp.l),

Believing that in the interest of increasing the flow of private foreign
investment to developing countries and improving its effectiveness, it is important
that this matter should be the subject of a dialogue between developed and developing
countries,

Taking note of Economic and Social Council resolution 1286 (XLIII) of
14 November 1967 which requested the Secretary-General Of the United Nations to
consult with Govemments and intemmational organizations concerned on their experience
and attitudes to the various problems discussed in the Secretary-General's report on
Promotion of Foreign Private Investment in Developing Countries (E/4293) and on
opportunities and means of implementing the specific recommendations contained in
that report,

Taking note of General Assembly resolution 2091 (XX) and Economic and Social
Council resolution 1201 (XLII) which calls on the Secretary-General of the United
Nations to undertake thorough study of the manner, fomms, conditions, costs and
effects of the transfer of patented anﬁ non-patented technology from foreign
enterprises to enterpiises in déveloping countries (both public and private),

1. Requests the Secretary-General of the United Nations in carrying out these
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tasks, in particular with a view to prov.riding useful guidelines to both developing

and developed countries with respect to foreign investment, to bear in mind inter

alia the importance of the following considerations:

(a)

(v)

(c)

(a)

(e)
(£)

)

(h)

(3)
(k)

(1)

(m)
(n)

Criteria and practices employed by developing countries for the acceptance
and promotion of foreign investment;

Developing countries' poliecies governing relative shares of foreign a.nd ‘host
countyy investors in capital investment;

The forms of foreign equity participatién such as cash investment, s'up]ilj of
machipexy and equipment, provision of technical services and know-how;
Policies and practices goveming foreign participation in management and
training of management personnel in developing conmtries:

Investment opportunities and fields of investment for foreign coteipideasy ..
Policies and measures of developing countries with regard to the use of
pa‘bents and licences supplied by foreign entexprises; .

Adequacy of existing business practices for transfexr of technology to
develop:.ng count:r:ies through patents and licences by foreign entexpriles,
Policies a.ppl:.ed by foreign enterprises with reSpect to goods and services

| 'produced by these firms;
e

'I.‘a.x treatment of fo:ne@ mvestment, both in capital 1mport:mg a.nd capi‘ta.l
exporting countnes,

Practices of foreig;n entexpnaes as regards exports of products reault:.ng
from foreign investment and/nr gra.nt of patents and licences;

‘Reulnvestment undertaken by fore:@'x enterprises from income eamed in

develop:mg countnes, ‘ ‘ .
Policies applied by the developed countries with regard to the flow of
private capital to developing countries and by developing countries w:.th
regard to the repatriation of capltal and earnings; :

The introduction of incant:.ves by the developing a.nd developed countnes to -
encourage such flows; _

Policy of der'veloping countries towards employment of foreign pera‘onnel and

imports of machinery and equ.lpment, _
Notes with interest that in accordance with resolution 2276(xx11) of the

General Assembly, the Secmta.:w-General of the United Nations is requested to
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include in_the wvegular report on the intemational flow of long=term capital and
official donations such statistics as are available of reverse flows of capital

from tne developing countries, assessing their significance in relation to tétal
financial transfers and giving an analysis of factors affecting them. .
~-3«  Further requests the Secretary-General to undertake a study of the economic

effects of foreign investment, as outlined in Annex XIIT of the Report on "Measure=-
ment of the flow of resources to developing countries," -1'/

The studies shall take into account:-

(a) The level of economic development of the developing countries; -

(b) Studies carried out by other agencies with respect to any of the items )
enumerated in operative paragraph 1. . The studies shall, on the basis of
their findings, also recommend policy measures and practices conceming
foreign investment and transfer of technical servicés and know-how, and
" make any suggestions relevant to the purpose of the Study, ;

4. Recommends that these studies and reports be submitted to competent United
Nations ‘organs, including UNCTAD, for:consideration and appropriate action at the
earliest oppoxtunity, including cansideration of the appointment of a group of
governmental experts for examination of the issues involved, They should also be
brought to the attention of other interested intemmational organizations, and
through their respective govermments, to non-govermmental organiza'bions concemed
with private investments .‘ : -
5« Expresses the hope that progress can be expedited in the study undertaken by
the IB'ED on multila.teral investment insurance and requests the Secretary-Genexral of
UNCTAD to invite the IBRD to submit a progress report and any other relevant
material which the Bank considexs it appropriate to release %o the next session

of the Committee on Invisibles and Financmg related to 'I'rade

1/ United Nations Publication Sales Noe67.II.Ds17.
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V AID VOLUME TARGET

1. The Conference agrees that ecénomic development entails mutually reinforcing
efforts:ﬁy developing and developed countries. It is appreciated that developing
countries must and do bear the main burden for financing their own development. The
developed countries, for their part, recognise their responsibility to provide increage
ed resources to developing countries. The Conference stresses that, in view of the
crucial role of external resources in helping to mobilise the domestic resources of
developing countries, the efforts of developed countries in support of development
should be further intensified,

2. The Conference éccordingly recommends that each economically advanced country
should endeavour to provide annually to developing countries financial resource trans-
fers of a minimum net amoun - of 1 per cent of its GNP at market prices in terms of
actual disbursements, having regard to the special position of those countries which
are net importers*of capital.

3« The Conference recognises that the target should be regarded as an inceﬁtive to
greater efforts to provide resources rather than as a ceiling or a suitable method for
comparing the apsropriate quantitative or qﬁalitative development assistance efforts

as between different economically‘advancéd-countries.

1/ Net financial resource transfers are defined as follows:

(1) official cash grants and grants in kind including grants for technical
assistance but excluding grants for defence purposes; sales of commodities against
local currencies exclusive of utilisation of such currencies by the donor country for
its own purposes; government lending for periods exceeding one year net of repayments
of principal; grants and capital subscriptions to multilateral aid agencies, and net
purchases of bonds, loans and participation from those agencies

(ii) private capital on the basis of net long-term movements originating with
residents of the capital exporting countries; they are thus net:' of repatriation of
principal, disinvestment and retirement of long-term loans, portfolio assets and
commercial debt. They are not net of reverse flows of capital originating with
residents of less-developed countries, nor of investment income.
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de Some economically advanced countries have already met the target as defined above.
They are prepared to endeavour to ensure that their neé financial resource transfers
are maintained and to envisage, if possible, an increase in them.

Sa Several developed countries expresscd the view that their progress towards the
target is affected by their relative aid-giving capacity, and may, from time to time,
be affected by certain temporary difficulties.

6. In the view of developing countries and one donor country this target should be
achieved by 1972; some other donor countries stated that they were prepared to meet .
this target either by this date or at the latest by 1975; all the other donor countries
do not feel able to accept a precise date. '

T« The Conference récognises that official bilateral and multilateral flows are,
clearly required to meet many of the basic needs of developing countries. It is
generally accepted that the fesources which individual donor countries can provide .
differ widely in composition in view of the differences in-their economic structure.
The Conference recognises, moreover, that private funds have their role to play, and
in order to meet the increasihg needs of developing countries, these as well as
official flows should be prbmcted. A number of developed countries stated that within
the one per cent target defined above, they were prepared to attempt to provide a
minimum of 0.75 per cent of its GNP by way of net official financial resource
transferg{ One developed country expfessed'the view that this, proportion should be at
least half of the one per cent target. The other developed countries, even though
they are not prepared to accept any precise ratio, believe that endeavours should be
made to ensure that official bilateral and miltilateral flows represent a substantial
part of the totality of financial rescurces provided. |

8. Annual prégress reports in an appropriéfe form should be submitted and reviewed
in terms of General Assembly resolution 1995 (XIX) and Trade and Development Board
resolution 19(II)

N

Net if?icial financial resource transfers are defined in paragraph (i) of
note 1
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VI SUPPLEMENTARY FINANCIAL MEASURES

1. The Conference reaffirms the objective of the proposal for Supplementary
Financial Measures set out in Annex A.IV.18 to the Final Act of the first Conference.
This states that "the new scheme should aim to deal with problems arising from :
adverse movement in export proceeds which prove 10 be of a nature or duration whlch
cannot adequately be dealt with by short-term balance of payments support. Its
purpose should be to provide longer term assistance to developing countries which
would help them to avcld disxuption of their development programmes." '
2. Any measures GQQ%Q;E to meet this need should on the basis of appropriate
criteria, which should, to the extent pOSSlble, be objective, provide reasonable
assurance of help to protect a country's development plan or programme againgt the
effects of export shortfalls, to the extent that they cannot be met by shori-term
balance of payments support.
3.. The Conference expresses its appreciation of the Report prepared by the staff of
the IBRD, and of the Reports of the IGG. These reports have defined the issues
involved and clarified many of them. The Conference agrees that further work is
required to resolve some oﬁtstanding issues. The principal issues are:
(1) The definition and method of assessment of reasonable expectations;
(ii) The scope, nature and acceptability of the understandimgs between
the administerihg agency and individual participant countries on '
their development programmes and the ﬁolicies to be adopted in
uvrder to carry them out;
(1i1) The measures to be taken by countries applying for assistance;
(iv) The relationship between supplementary finance and the IMF Compensatory
Finaneing Facility.
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4. A matter requiring additional attention is how to determine in quantitative
terms the disruption which has resulted from export shortfalls and consequently,
what are the financial implications of proposals to meet the objectives of Part A
of Recommendation A.IV.18,
Se Some of the issues set forth in paragraphs 3 and 4 above would arise not only
from consideration of the World Bank Staff Scheme but from consideration of other
measures to meet the objectives of Part A of Recommendation A,IV,.18, including those
pubmitted to the Intergovernmmental Group. Any additional proposals clearly
responsive to the Recommendation should receive due attention, with the aim of
working out the-most effective measures possible.
6. The Conference decides:
(1) to continue in existence the Intergovernmental Group suitably expanded;
(i1) to request the Group to consider and attempt to resolve the issues
set forth in paragraphs 2 through 53
(iii) in the light of the foregoing considerations to instruct the Group
- to work out measures for supplementary finance;
(iv) to instruct the Group to report thereon to the TDB as early as possible,
and no later than the ninth session of the Trade and Development Board;
(v) to direct the Trade and Development Board to study and take early action
.on the findings of the Intergovernmental Group, taking account of any
proposals for action in the field of international commodity policy
which may be submitted to .the Board of Governors of the IBRD and the
IMF on the basis of the studies which they have requested to be
presented to them at their next annual meetings;
(vi) to instruct the Chairman of the Group to report on its progress to the:

seventh session of the Trade and Development Board.
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VII. INTERNATIONAL MONETARY SYSTEM - ISSUES RELATING TO DEVELOPMENT
FINANCE AND TRADE oF DEVELOPING COUNTRIES.

1. The Conference recocnizes the great 1nterest of the developing countries in the
satisfactory operation of the international monetary system so as to.allow them to .
share the benefits of the continued expansion of the world economy.
2., The Conference notes with satisfaction the agreement reached during the annual
nmeeting of the Board of Governors of the International Nonetary Fund last September
in Rio de Janeiro on an Outline to create Special Drawing Rights within. the Tund, .and
the participation of the developing countries represented 'by their Executive Directors
in the Fund in the negotiations that led to the agreement on the Outline. It .stresses
the importance of active participation of these countries in thé operation of the new
arrangements for Special Drawing Rights. ‘ , 1k
3 In view of the fact that, according to the Outline, the Special Drawing ‘Rights
will be distributed in proportion to ,member countries' quotas, the Conference invites
goverments members of the Fund to continue to give careful consideration to
applications from developing countries for increases of quotas:so as to enable these
countries ‘to benefit more from the facilities of the Fund. ’ s
4. . The Conference recommends that the Secretary-General ‘of UNCTAD, after consultatlon
with the appropriate international institutions, review progress .since the first
Conference towards the reform of the international monetary system devoting particular
attention to the needs of the developing countries in their trade with one another
and the rest of the world, and, if he considers it necessary, that he should make to
the Trade:and Deveiopment Board in due course any suggestions which he may have for
special study of this matter. . _ ,
o The developing countries stress the 1mportance of the early act;vatlon of the
Special Drawing Rights scheme. | : ‘
6. During the last anmal meeting of the Board of Governors of the IMF, the
Executive Directors were also recuested to review the rules and practices relating to
the traditionzl activities of the Fund and to propose amendments in the light of such
review. The developing countries recommend to governments members of the IMF that the
IMF, in its operations and in considering possible changes in its rules and practices
with regard to the use of and conditions attached to drawings, should not introduce
any changes that would work to the disadvantage of the developing countries, and that
any change should be in the direction of softening the terms and conditions applicable
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to drawings by the developing countries. As a-.”first step in this direction the IMF is
urged to consider the extension of the repurchase period applicable to ordinary
arawings by developing countries to seven to nine years.

Lw With regard to the various proposals for forging a link between the creation

of Special Drawing Righté and the provision of external development finance, the
developing countries urge goverrments members of the IMF to consider at an early

date the establishment of such a link. }

* X * #
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VELOPIET FINANCE AHD ATD
(SYNCHRONT. %TEON OF INTZRR:

¥
ATIONLL LifD NATIONAL POLICIES)

Wnrld Bank Gpoup metters

Note by thz Chairman )

~

The fo]lﬂf¢n~ taxt is subnitiesd to» ths Third Somaitizs far consideratinng
'1. The Confersnce exprssses its appraciation for the woark »f the I3AD and its
affiliates which have contributed zrsztly to the promotion of devalopmant
and devaloaping countries. The Janferencez mies with satisfaction the
gnmplatioh of negotiatinns for the replenishment of the rasnurces of the IDL at
@ higher lsvel, It also nntas that the World Bank Croup has centinuausly adjusted
its activities t7 the n=2z2ds nf develnping countries.
2+ The Conference ercouragss govaransats of countriss, wmembers af ths Torld

and its affiliates, tn ccrtinue their support for thz work of these instituiions

and recommends to Ltho:

7}

3 gavernmznts tn 2dvisa their respreseatativzss in the

compatent orgens »f the I8RD and its affilizt#s tn consider the follawing

questinns, while bezring in mind the nszed t» maintsin sound banking stendards

=3
(=]

in »arder tn safazuard the Bank!s 2bility to borreu:

oo

2

Wy

(a) that thz Dznk shauldé 2zvnta 2s8 1

12,

T

]

3
resourcas far assistance tn develnoping countries;

(b) thzt the Bank shnuld continue, in &oorepricsis césss, 1o extend
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dnzns I purgyses Hdar thsn the Fingssiss af Zadgisiing]
raizcots ang ot Gt ghanls et s s e e 40
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finénciﬁg of local caéts;

(c) that the Bank shﬁuld continue co-operating with regional
financisl institutions bnth in es-ordinating thsir opsrations
and, whare appropriats, in finzncing jointly projects of

egional impertance;

(d)'that the Bank should extend, te thz extent feasible, its
coordinating servicss relating t» particular countries, such
as .consultetive groups;

(e) that the World Bank Gronp, as its President Hre Wends suzgested to
the Coniersnce, should be alert to ths necessity for new approaches,
for example in ke=pingz under review the advisability of finanecing
public and semi-public productive snterprises;

(f) that the IDA should explorerthe possibility of receiving trust
funds in administration from various governmsnts and institutions;

(g) that ths activities of Internatinnsl Finance Corporation should
bz expanded in particular with regard tn undertakings in develnping

eountries and espscially t» projscts which promote economic

ot

intezratior

(]
e

(h) that the IDA in distributing its funds sheuld zivs particular

attentinn teo the least-develnpad annnz thz develnping countriss,



dWaa]:.ingtun, D.C., U. 8. A.

Headgquarters: 7 s
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIE

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16°) — FRANCE

Telephone - 653-2510

April 5, 1968
Dear Mike:

As indicated in my cable No. 367, I enclose the authenticated
oes text of TD/II/Res/19 concerning the Bank-Fund Rio Study.

In your cable you also asked me the question when we could
transmit to you the authenticated text of all UNCTAD resolutions
of interest to the Bank., As you could see from my reports, the last
days of the Conference were quite disorderly; therefore, it will
take sometime until we receive these authenticated texts via Geneva,

I shall do my best to expedite.

With best regards,

Sincerely yours,

m\ .A‘\a\\-,

Arthur Karasz

Mr, Michael L., Hoffman

Associate Director

Development Services Department

International Bank for
Reoconstruction and Devel opment

Washington, D.C.
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CENZRAL

. TH/I1/RE3/19
United Nations Conference on Trade and Development 28 Macch 1968

Agenda item 10

RESOLUTION ADOFPTED BY TH: CONFERLICE

19(II), Studies by international financial institutiens on
stabilization of comm~dity priccs

The United Nations Conferonge cn Trade and Development,

Reaffirming the importance and urgency of so conducting commodity trade as To
make available to the developing countries external resources of which They stand

in grave need,

Noting the resolution on commrdity price stabilizatinn adopted by ..: Hoard of
Governars ~f the Internatimnal Bank fnr Reconstruction and Development (lb . . and

«f the Internati~nal Menetary Pund (INMF) at the Rio de Janeiro scesion in sScp.cmber
1?67, requesting a study of the conditions in which IMF, IBRD and the Internatlional
Develapment Associatinn (IDA) cmuld participate in intrnducing suitable machinery
comprising commitments balanced as between prrducer and consumcr co.ntrics and
allocate the necessary funds theretd,

dw Emphasizes the impnrtance nf the rrle ni IMF, IBRD ard IDA in el oL
gsolve the financiel and development problems arising in world commodity craic

2. Calls the attention of these agencies t~ the importance it attaclc

the study requested »~f them in the above-mentioned resolutinrn;

Bs Expresses the hope that this study will contribute to the sodur

commydity problems;

4, Further expresses the hope that these agencies, in preparing the study,

will concentrate, inter alia, ~n the problems ~f financing buffer stocks and
diversificatin~n; ,

5 Requests these agencies to transmit the study to UNFCTAD, in view ~f the
latter's responsibility, as defined in General Assembly resolation 1995 (XIX)
~f 30 December 1964, fer the framing and implementatiern ~f an internati - olicy

en commedities.

T7th Plenary meeting
26th March 1965

ND,68-3918



ForM No. 26
(6-65)

INTERNATIONAL DEVELOPMENT INTERNAT.IONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:
TO:

FROM:

TEXT:

BOUTING
APRIL 5, 1968 64,1 PM
RCA TELEX/5 ACTION (OPY: MR. HOFFMAN
INTBAFRAD INFORMATION
: COPY:
PARIS DECODED BY:

367 FOR HOFFMAN

SECOND

THIERD

TEXT OF UNCTAD AESOLUTION ON BANK FUND RIO STUDY WAS ENCLOSED
MY LETTER 97 UNDER NUMBER TD/L.21. FOR THE SAKE OF CERTAINTY
SENDING YOU TODAY TEXT OF THIS RESOLUTION AS ADOPTED BY PIENARY
TD/II/RES.19. ,

OTHER SEVEN Umcyzf 'RESOLUTIONS INTEREST TO BANK ENCLOSED MY
IETTER APRIL 3‘FROM PARIS. THIS INCLUDES AMONG OTHERS TEXT ON
SUPPLEMENTARY FINANCE.

AS INDICATED IN THAT SAME LETTER PLENARY DECIDED TO TRANSMIT TO

TDB THE TEXT OF DRAFT RESOLUTION ON BANK IDA POLICIES

REGARDS

KARASZ

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL






ForM No, 27 |
{11.58)

INTERNAT |ONAL BANK FOR OUTGOING WIRE INTERNAT I ONAL FINANCE
RECONSTRUCTION AND DEVELOPMENT CORPORATION

To: KARASZ DATE: APRIL 5, 1948
INTBAFRAD
PARIS CLASS OF

SERYICE: TELEX

COUNTRY: FRANCE N g

TEXT:!
Cable MNo.: 356

UNCTAD
INFORMATIVELY PLESCOFF HAS REQUESTED CIRCULATION OF/COMMOIITY

STABILTIZATION RESOLUTION TO BANK AND FUND BOARDS. CAN YOU INLILCATE
WHEN WE MIGHT EXPECT AUTHENTICATED TEXT gngg%CTAD RESOLUTIONS OF
INTEREST TO BANK BOARD FOR CIRCULATION? ARE ANY OF DRAFTS ENCLOSED
YOUR LAST FEW LETTERS FINAL? WE PARTICULARLY UNGi.EAR ABOUT HOW

EVERTS SUMMARY OF CONCLUSIONS ON BANK/IDA POLICIES EMERGED FROM FLENARY

HOFFMAN

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTIDN;
NAME Michael L. Hoffman l A %

DEPT. Development Services Department

SIGNATURE

{S1GNATURE OF INDIYIDUAL AUTHORIZED TO APPROVE)

MIH:tf For Use by Archives Division )

ORIGINAL (File Copy) 9, /
s L A—

(IMPORTANT: See back of yellow copy for guide in preparing form) Checked for Dispatch:







ForM No. 27

(11.58)
INTERNAT | ONAL BANK FOR OUTGOING WIRE INTERNATIONAL FINANCE
RECONSTRUCTION AND DEVELOPMENT CORPORATION
TO: DEMUTH DATE: #PHREL &, 1948
INTBAFRAD
PARTS CLASS OF = )
SERVICE: NER [ el
;fl.z : 5
COUNTRY: FRANCE | W ia
TEXT:
Cable Ho.: 3
4
A4
FOLLOWING CABLE SENT CONSOLO QUOTE MCNAMARA GLAD TO SEE PREBISCH
11:30 A.M. FRIDAY APRTIL 12 UNQUOTE
HOFFMAN
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME Michael L. Hoffman jf 49// ét
DEPT. Development Services
SIGNATURE
(SIENATURE OF INDIYIDUAL AUTHORIZED TO APPROYVE} ] \é
MLH:tf For Use by Archives Division

ORIGINAL (File Copy)

(IMPORTANT: See back of yellow copy for guide in preparing form) Checked for Dispatch:
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ForM No., 27

(11.58) :
INTERNAT|ONAL BANK FOR OUTGOING WIRE INTERNATIONAL FINANCE
RECONSTRUCTION AND DEVELOPMENT CORPORATI ON
To: CONSOLO DATE:  APRIL 5, 1968
HOFRE—DES BERGUES H+£TE A
GENEVA CLASS OF

SERYICE: NLT

COUNTRY: SWITZERLAND R €A

TEXT:
Cable No.: 5

MCNAMARA GLAD TO SEE PREBISCH 11:30 A.M. FRIDAY APRIL 12

HOFFMAN

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

YWt
NAME Michael L. Hoffman : cc: Mr. Steckhan

DEPT. Development Services
$1GNATURE
{SIGNATURE OF INCIVIDUAL AUTHORIZED TO APPROVE)
MLH: t£ For Use by Archives Division _ /
ORIGINAL (File Copy) %_a_,,

(IMPORTANT: See back of yellow copy for guide in preparing form) Checked for Dispatch:







Form No. 26
(6-65)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

CORPORAT I ON

INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE:  AFRIL 5, 1968 125
LOG NO.: ITT 2/5 ACTION OPY: MR, FRIEDMAN
TO: INTBAFRAD INFORMATION
COPY:
FROM: GENEVA DEC(ODED BY:
TEXT:

.}

b

HAVE CABLED MGNAMARA PREBISCH DESIRE TO MEET HIM WASHINOTON NEXT
WEEK, ON SAME OCCASION HE WOULD LIKE TO SEE YOU REGARDS -

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE
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INTERNAT IONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:
TO:

FROM:

ROIUTING
APRIL 5, 1968 1425
ITT 25/5 ACTION copy: MR. DEMUTH
INTBAFRAD INFORMATION
COPY: MR, MCNAMARA
GENEVA DEODED EY:
FOR MCNAMARA

PREBISCH ARRIVING NEW YORK APRIL 8 FOR ONE WEEK, WOUID LIKE TO
VISIT WASHINGTON TO MEET YOU AND BRIEF YOU ON UNCTAD 2. PLEASE
CABLE ME IF VISIT WOULD BE CONVENIENT AND IF SO WHAT DAY fREFER
REGARDS

FEDERICO CONSOLO BERGUES HOTEL

FCA

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORTGINAI






UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

Télégrammes : UNATIONS, GENEVE Palaie des Natione
Télex : 22.212 ou 22.344 CH - 1211 GENEVE 10
Téléphone : 346011 334000 332000 331000

REF. No.: TDO 243 Sixth Session 4 April 1968

Dear Mr. Woods,

..... I have pleasure in transmitting herewith the notification
concerning the forthcoming sixth session of the Trade and
Development Board. This notification is given in accordance

with rule 6 of the Board's rules of procedure.

Yours sincerely,

chu/

égw Radl Prebisch
Secretary-General

Mr. G.D. Woods

Pregident

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington, D.C. 20433

USA
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CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT
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UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

TDO 243 8ixth Sessicn

NOTIFICATION

Trade and Development Board,
gixth sessgion, Geneva, 6 May 1968

The Secretary-General of UNCTAD has the honour to indicate that

the United Naticns Conference on Trade and Development, during its

econd session held in New Delhi, at its seventy-eighth meeting on
27 March 1968 decided that the sixth session of the Trade and Development
Board, originally scheduled to be held in New Delhi, should convene in
Geneva on 6 May 1968. The Board will thus meet on that date at 11 a.m.
at the P%i?lu des Expogltlono in Geneva. The session is expected to
last for two dayu. The prav1ulonal agenda for the session will be
issued shortly.

A list of the members of the Board reflecting the results of the
elections held by the Conference at its second szession is attached.

The Govermments of members of the Beard are hereby requested,
under rule 17 of the rules of procedure of the Board, to submit to the
Secretary-General of UNCTAD, by 30 April if possible, the credentisls
of the representatives and the names of alternate representatives and
advisers who will parlticipate in the session,

The Governments of members of the Conference not members of the
Board wishing to aliend the session as observers are hereby requested
to inform the Secretary-General of UNCTAD, by 30 April if possible, of
the names of representatives designated for that purpose.

The executive heads of aspecialized agencies, the International
Atomic Energy Agency, and of the intergovermmental bodies wishing to
participate in the session under rule 78 of the rules of procedure of
the Board, are requested fto inform the Secretary-General of UNCTAD,
by 30 April if possible, of the names of their representatives
degignated to that effect.
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The executive heads of non-governmental organizations wishing
to designate representatives to sit as observers at the session under
rule 79 of the rules of procedure of the Board, are requested to inform
the Secretary-General of UNCTAD, by 30 April if possible, of the names

of such representatives.

4 April 1968
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UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

Current membership of the

Trade and Development Bosard

Afghanistan
Algeria
Augtralia
Austria
Belgium
Brazil
Bulgaria
Canada

Chad

Chile
Colombia
Costa Rica
Czechoslovakia

Denmark

Federal Republic

of Germany
Finland
France
Ghana
Greece
Guatemala
Hungary
India
Indonesia
Iran
Iraq
Ttaly
Ivory Coast

Jamaica

Japan
Madagascar
Malaysia
Mali
Mexico
Netherlands
New Zealand
Nigeria
Palistan
Peru
Philippines
Poland
Romania
Rwanda
Senegal
Somalia
Spain
Sweden
Switzerland
Syria
Tunisia
Uganda,

Union of Soviet
Socialist Republices

United Kingdom
United States of America
Venezuela

Yugoslavia
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INTERNATIONAL FIiNANCE
CORPORATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT
ASSOCIATION

Date
ROUTING SLIP

April 15, 1968

NAME ROOM _NO.

General Files 233

To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply

Commen t Per Qur Conversation

Full Report

Recommendation

e, Information Signature
B  Initial Send On
REMARKS

See Mr. Hoffman's reply
of April 12, 1968.

to Dr. Prebisch

From

Mr. Perinbam!s office




209 INTERNAT [ONAL BANK FOR

RECONSTRUCT ION AND DEVELOPMENT

Form No.
(2-68)

INTERNATIONAL DEVELCPMENT ASSQCIATION

INCOMING MAIL ROUTING sLIP (D3t A Dy 0 7 e
Mr. Aldewereld 308 Mr. Kraske 60U
Mr. Alter 510 Mr. Kruithof 651
Mr, Avramovic 1033 Mr. Lejeune 668
Mr. Bart 672 Mr. Mclvor 541
Mr. Benjenk 668 Mr. Melmoth 622
Mr. Billington 553 Mr. Michaels 1217
Mr. Brakel 617 Mr. Mirza 659
Mr. Broches 810 Mr. Nelson . 500
Mr. Calika 541 Mr. Nurick 805
Mr. Cargill 600 Office Services L
Mr. Cavanaugh 700 Personnel Division | 267
Mr. Chaufournier 510 Projects Dept. I
Mr. Cheek 646 Mr. Reamy | 719
Mr. Clark 805 Mr. Reitter 578
. Consolo 839 Mr. Richardson | 645
[ . Cope 640 " Mr. Ripman ;IEIO
[IMr. de 1a Renaudiere{ 560 | | Secretary's Dept.  |1206
J [Mr. Demuth 8U5 Mr. Skillings 58U
E..D.¥s Mr. Springuel 653
Mr. E1 Emary BY | Statistics
Mr. Fontein 640 Mr. Stevenson 800
Mr. Friedman 1223 Mr. Street 602
Mr. Frost 572 Travel Office 224
Mr. Gibbs 625 Treasurer's Dept. 717
* [Mr. Goodman 600 Mr. Tolley 559
Mr. Graves 8u7 Mr. Twining 1210
Mr. Hartwich 653 Mr. Votaw 677
Mr. Hoffman 8u5 Mr. Wiese 570
. Hornstein 552 | | Mr. Williams 853
Mr. Horsley 547 Mr. Woods 1220
Information Dept. 46l Mr. Worthington 239
Mr. Kamarck 800
Mr. Knapp 1220 |
—From: Communications Unit, Room 244, Extension 2023




CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

Télégrammes : UNATIONS, GENEVE Palais des Nations

Télex : 22.212 ou 22.344

CH - 1211 BENEVE 10

Téléphone : 346011 334000 332000 331000

REF. No.:

TDO 243 Sixth Session 4 April 1968

Dear Sir,

I have pleasure in transmitting herewith the notification
concerning the forthcoming sixth session of the Trade and Developmenl
Board. This notification is given in accordance with rule 6 of the

Board's rules of procedure.

Yours treuly;

Wl W

Raidl Prebisch
Secretary-General

The President

Intenational Finance Corpo’ﬁfﬂﬂ@! -3 bH 8: 13
1818 H. Street, N.W. . T
Washington 25, D.C. ~UHWAMICYALOn2

b
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TDO 243 Sixth Sessicon

NOTIFICATION

Trade and Development Board,
sixth session, Geneva, 6 May 1968

The Secretary-General of UNCTAD has the honour to indicate that
the United Nations Conference on Trade and Development, during its
second session held in New Delhi, at its seventy-eighth meeting on
27 March 1968 decided that the sixth session of the Trade and Development
Board, originally scheduled tc be held in New Delhi, should convene in
Geneva on 6 May 1968. The Beard will thus meet on that date at 11 a.m.
at the Palais des Expositions in Geneva. The session 1s expected to
last for two days. The provisional agenda for the session will be
issued shortly.

A list of ithe members of the Board reflecting the results of the

+«... elections held by the Conference at its second sesgion is attached.

The Govermments of members of the Board are hereby requested,
under rule 17 cf the rules of procedure of the Board, to submit to the
Secretary-General of UNCTAD, by 30 April if possible, the credentials
of the representatives and the names of alternate representatives and
advisers who will participate in the session,

The Governments of members of the Conference not members of the
Board wishing Lo attend the session as observers are hereby requested
to inform the Secretary-General of UNCTAD, by 30 April if possible, of
the names of representatives designated for that purpose.

The executive heads of specialized agencies, the International
Atomic Energy Agency, and of the intergovermmental bodies wishing to
participate in the session under rule 78 of the rules of procedure of
the Board, are requested to inform the Secretary-General of UNCTAD,
by 30 April if possible, of the names of their representatives

designated to that effect.
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The executive heads of non-governmental organizationg wishing
to designate representatives to sit .as observers at the session under
rule 79 of the rules of procedure of the Board, are requested toc inform
the Secretary-General of UNCTAD, by 30 April if possible, of the names

of such representatives.

4 April 1968



UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

Current membership of the
Trade and Development Board

Afghanistan Japan
Algeria Madagascar
Australia Malaysia
Austria Mali
Belgium Mexico
Brazil Netherlands
Bulgarisa New Zealand
Canada Nigeria
Chad Pakistan
Chile Peru
Colombia Philippines
Costa Rica Poland
Czechoslovakia Romania
Denmark Rwanda
Federal Republic Senegal
of Germany e
Finland SpdE
hARREE Sweden
GHEns Switzerland
Greece Soria
Guatemala Tunisia
RUEHEyY Uganda
e Union of Soviet
Indonesia Socialist Republics
Iran United Kingdom
Irag United States of America
taly Venezuela
Ivory Coast Yugoslavia

Jamaica
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INTERNAT I ONAL
RECONSTRUCT ION AND DEVELCPMENT

BANK FOR

INTERNATIONAL DEVELOPMENT ASSOCIAT |ON

INCOMING MAIL ROUTING sLip  |Date [\ PR L 17 1H00
Mr. Aldewereld 308 Mr. Kraske | 604
| [Mr. Alter 510 Mr. Kruithof 651
Mr. Avramovic 1033 Mr. Lejeune 668
Mr. Bart 672 Mr. Mclvor 54|
Mr. Benjenk 668 Mr. Melmoth 622
Mr. Billington 553 Mr. Michaels | 1217
Mr. Brakel 617 Mr. Mirza _T 659
Mr. Broches 810 Mr. Nelson | 500
Mr. Calika 541 Mr. Nurick 805
Mr. Cargill 600 Office Services
Mr. Cavanaugh 700 Personnel Division | 267
Mr. Chaufournier 510 Projects Dept.
Mr. Cheek 646 Mr. Reamy 718
Mr. Clark 805 Mr. Reitter 578
**- Consolo 839 Mr. Richardson 645
| feos Bapp 640 | | Mr. Ripman 1210
Mr. de la Renaudiere| 560 . ‘Secretary’s Dept. | 205
J|Mr. Demuth 8U5 Mr. Skillings 58l
E. Dl Mr. Springuel 653
Mr. El Emary 541 Statistics
Mr. Fontein 640 Mr. Stevenson 800
Mr. Friedman 1223 Mr. Street 602
Mr..Frost 572 Travel Office 224
Mr. Gibbs 625 Treasurer's Dept. 717
Mr. Goodman 600 Mr. Tolley 559
Mr. Graves 847 Mr. Twining 1210
Mr. Hartwich 653 Mr. Votaw 677
Mr. Hoffman 8ub Mr. Wiese 570
Hornstein 552 Mr. Williams 853
| |Mr. Horsley 547 Mr. Woods 1220
Information Dept. 46| Mr. Worthington 239
Mr. Kamarck 800
Mr. Knapp 1220
From: Communications Unit, Room 244, Extension 2023




UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

Télégrammes : UNATIONS, GENEVE Palais des Nations
Télex : 22.212 ou 22.344 CH - 1211 GENEVE 10
Téléphone : 346011 334000 332000 331000

REF. No.: TDO 243 Sixth Session 4 April 1968

Dear Mr. Wecods,

..... I have pleasure in transmitting herewith the notification
concerning the forthceming sixth session of the Trade and
Development Board. This notification is given in accordance

with rule 6 of the Board's rules of procedure.

Yours sincerely,

wxw

4:‘- Radl Prebisch
Secretary-General

Mr. G.D. Woods

President

International Development Association
1818 H Street, N.W. 1208 ML 1 _- ”
Washington, D.C. 20433 ° Vbl -3 b 813
USA COMRAWICY Ligpe
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UNITED WNATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

TDC 243 Sixth Session

NOTIFICATION

Trade and Development Board,
sixth session, Geneva, 6 May 1968

The Secretary-General of UNCTAD has the honour to indicate that
the United Nations Conference on Trade and Development, during its
second session held in New Delhi, at its seventy-eighth meeting on
27 March 1968 decided that the sixth session of the Trade and Development
Board, originally scheduled to be held in New Delhi, should convene in
Geneva on 6 May 1968. The Board will thus meet on that date at 11 a.m.
at the Palals des Expositions in Geneva. The session is expected to
last for twe days. The provisional agenda for the session will be
issued shortly.

A list of the members of the Board reflecting the results of the

«sve. elections held by the Conference at its second session is attached.

The Governments of members of the Board are hereby requested,
under rule 17 of the rules of procedure of the Board, to submit to the
Secretary-General of UNCTAD, by 30 April if possgible, the credentials
of the representatives and the names of alternate representatives and
advisers who will participate in the sesgion.

The Governments of members of the Conference not members of the
Board wishing to attend the session as observers are hereby requested
to inform the Secretary-General of UNCTAD, by 30 April if possible, of
the names of representatives designated for that purpose.

The executive heads of specialized agencies, the International
Alcmic Energy Agency, and of the intergovermmental bodies wishing to
participate in the session under rule 72 of the rules of procedure of
the Board, are requested to inform the Secretary-General of UNCTAD,
by 30 April if pcssible, of the names of their representatives

designated to that effect.
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The executive heads of non-governmental organizations wishing
to designate representatives to sit as observers at the sessicn under
rule 79 of the rules of procedure of the Beoard, are requested to inform
the Secretary-General of UNCTAD, by 30 April if possible, of the names

of such representatives.

4 April 1968



UNITED NATIONS CONFERENCE
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CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

Current membership of the
Trade and Development Board

Afghanistan Japan
Algeria Madagascar
Auvstralia Malaysia
Austria Mali
Belgium Mexico
Brazil Netherlands
Bulgaria New Zealand
Canada Nigeria
Chad Pakistan
Chile Peru
Colombia Philippines
Costa Rica Poland
Czechoslovakia Romania
Denmark Rwands
Federal Republic Senegal

o ey Somalia
Finland Sputs
TR Sweden
R Switzerland
Greece s
Guatemala e
e Uganda
Lo Union of Soviet
Indonesia Socialist Republics
Iran United Kingdom
Iraq United States of America
Italy Venezuela
Ivory Coast Yugoslavia

Jamaies



Headguarters: '; .‘.f“;’.,{, x {/?) '}-ZZ i: '
Washington, D.C., U, S. A. e f W .

b
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT { :

Cahle Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE: 5
4, AVENUE D'IENA, PARIS (16") — FRANCE e (2
2 e gL

'Telephone - 583-2510

April 3, 1968

Mr. Michael L. Hoffman,

Associate Director,

Development Services
Department,

T; Bs Re D.,

Washington D. C. 20433.

Dear Mike,

As you probably know, I left Delhi two days before the very
end of the Conference. (The Conference should have ended on
March 25th. First, it was extended for 24 hours, thereafter for aw='h.
T2 hours; it finally ended on March 29th at 10.00 p.m. )

The last subject to have been agreed upon was the Package
Deal on Financing. This has become such a difficult matter that P
the "highest level top negotiators" had to go beyond the Everest ;5’;
level to find some field of agreement. I enclose Document TD/L.28
dated March 27th, which contains the agreements reached. They
are the following:

Terms of Aid and External Indebtedness
Mobilization of Internal Rescurces (Performance)
Compensatory Financing
Private Capital
The Volume of Aid
Supplementary Finanecing
Problems Relating to the Internmational Monetary
System (Special Drawing Rights, ete.).
mwu/:i)

The above items 1 to 5(had been described in previous reports
of mine. As far as 6. is concerned (S.F.M.), the enclosed text
speaks for itself.

. e

—~1 AW O

You wiil not find in the Package Deal a draft resolution on
the Worid Bank, although it had been discussed in many meetings
during the Conference. As you may have seen in my papers, the
original draft of this resolution contained severali paragraphs which

2 Fil _ ; / ] . G ‘T‘_
’f/b@quza, 7; é ///Ccud,b ) /4?1“ £ C7rt L’é"”/&v[:%\



AT G [

Hw&?i‘tmum.ﬂ 3

\\¥

SIS e et

{1

=

e -;‘1

>\ e Plasreg

OLTETUST gLEL] O] fUT2 LEZOTMLION GOULSTUE] 26A6LET byrLeRrubpz mpTop
anLTuE fpe QOULELEeNcs” ve Ao wed peas 2esey TU wd bebenz' cpe
fUE MOLTQ RBIUK® STILPONBY Tr pSg peeU grechezeq IJU weul weepTuie

Ao MITT Uof LING TU rPé Lockele D6sT ¢ gLILL Le20TrApToN ou

2begRre LOL TLeeTL”
o1, wipe-* Y2 LsL g2 0' Je couceiveq (R2'L°W®)’ fUe ewcrozeq rexr
Ipe ¥poAe Trewz T [O Q pwq peen gez2cnLIpeq TU bLeaTome Lebonge

1

2Aerew (gbecysT DLSMJUE BIBpce’ erct )’

LLOPTeW2 HeTsLTUR o fpe TULSLUTLTOYT WOUS fILA

2AbbTeweu Ly LA RIUSUGTUE

M€ AoTmue Of yIg

RLTASPE oebTroT

gowbeu2g oL RIUSUCTURE

WOPTITSYLTOU 0 JULSIUST HE20MLGER (pELLOLWSUSE )

Jen2 o yIq sUg REXLeLueT Tugeprequeszz

-

= U U -

.

¢1L.6 fP6 LOTTOMTUE:

ge¥req WELGH S\LyU' MPTGH coupsTuz rpe stleewsufz nescysqg: Jel

TeAET fO LIVUg =zowe L[TeTg o sElesweur* I sucroee DOGMUE S ID\I"SQ -

rpe | PTBuezp TeaeT rob weBoprerolz | peq ro Bo pelowg fue EAsLe=p

DesT oU EIUSUCIUR: INTe pgs pecows 20GH ¢ gITLLICATE WILL6L [fuep
INe Teer =2rplscr ro psie peey gBieeq mhow mge rpe LIcruRe

AS porra?l T LIUSTTA eUgeq OU WILGY SOFN ¢ T0°00 brw-)
WILGY SPfy° RIL2LY Tf ME2 expeugeq LOL Sy HomLe’ (UeLeS el ok
eug OL fP6 COULeLeUce* (U6 COULELeUce 2NONTq PSAE EUgeq on

y2 Ao bropgpTd RUOM' T TeLL DETNT Mo geA2 DELOLE L6 AeLh

DEgL. WIKe'®

mgepTURLOD D* C* SO

I* B* E* D’
Debenpwerre?

pereTobef RELATGER

Y2ROGTELE DILECLOL?

WL* WIcHseT [ HOLLwsy’

3 ¥ L
vbLIT 3" Taeg NN
. oy e
[ ‘f
15]bpesie — @@3-3070 N

' YAEWUIME DIEWY' bYKlZ (1Q:) — BEYMUGE
‘BNBOLEYW OKEICE!

CYF® YT — INDEAVE bYEI2

IMLEBUYLIOAYT DEAETOBWEWL Y280OCIV.LIOH

CYR= V7™ - 1A LBYEEYD bYBIZ

IMLEEMYLIONYT BYAK EOEKE BECOUEBLBIIGLION VUD DEAE'OBWEHM L

b4 td N




Mr. Michael L. Hoffman - 2 - April 3, 1968

disturbed me a little. Fortunately, these paragraphs were eliminated
in the definitive draft resolution. Nevertheless, on the last day

of the Conference, agreement was reached that, instead of putting the
draft to the vote, it would be transmitted to the next meeting of the
Trade and Development Board for further consideration. I have the
feeling that some developed nations were hesitant to adopt the
resolution and Prebisch himself was not too happy with it either.

As soon as I receive the definitive documents of the Conference
(Rapporteurs' Report and its Annexes), I shall try to prepare a more
comprehensive paper on the entire Conference.

With best regards.

Sincerely yours,
’\;"\ 4 I.}(‘\ T,

Arthur Karasz
Director, Buropean Office

Enclosure

ce: Mr. R. Demuth,
c/o Paris Office.
(with attachment)
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NEW YORK

TELEFHONE: PLAZA 4-1234
CABLE ADDRESS ¢ UNATIONS, NEWYORK ¢ ADRESSE TELEGRAPHIQUE

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

REF. NO.

2 April 1968

A
- / /
'D BY Zw (L X /‘V\.\'LJ‘L.LKE,L{

DATE ... u.ﬁq, 3 5] 1965 . Q‘SLT-

sk e

Dear ur. Takahashi,

May I take this opportunity to thank you for sparing your
valuable time. Not only did I find the discussion fruitful but
equally enjoyable. I have now read your interesting paper,
"Diversification As A Means of Stabilizing Agricultural Commodity
Prices - Some Possibilities, Problems and Constraints™, and have
learned a great deal from it, particularly ecological factors
involved in agricultural production. You have rightly stressed
these and economic considerations, yet one will think that slow
agricultural growth may also be due to institutional situations;
like restrictive land tenure, skewed income distribution, ete.,
since these limit the effectiveness of economic policies.

With best wishes,

Yours sincerely,

s

Romesh K. Diwan

br. 5. Takahashi, Adviser

Agricultural Economics

Agriculture Uivision, Projects Uepartment

International Bank for Reconstruction
and Development

1818 1l Street, N.W.

Washington, D.C. 20433
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Form No. 59
(2.55)

CROSS REFERENCE SHEET

COMMUNICATION: SENTOR STAFF MEETING SSM/M/68-13

DATED:  March 29, 1968
TO:

FROM:

FILED UNDER: gpnNTOR STAFF MEETING

SUMMARY:

UNCTAD IT

2. Mr. Friedman, reporting on the United Nations Conference on Trade and
Development which was in its closing stages in New Delhi, said that dele-
gates had shown much interest in the progress of the commodity study which
the Bank and Fund were preparing in response to the "Rio" Resolution, the
"Grand Assize" on economic development proposed by Mr., Woods in his
Stockholm speech, the Supplementary Finance Scheme, and the Bank's current
work on economic performance. They had been pleased to hear that there were
good prospects that the "Grand Assize" would take place.

3 Mr., Friedman said that the failure of the Conference to produce posi=-
tive results was largely due to the fact that it had tumed into a negotiat-
ing meeting rather than a meeting to finalize or ratify prior understandings.
Such subjects as preferences and commodity price stabilization were highly
complex, and to prepare formal international agreements on them inevitably
required prolonged negotiations. The international climate, particularly
the positions of certain developed countries, made multilateral negotiations
at the Conference itself virtually impossible. Many of the delegates had
come to realize that, in future, such negotiations should precede a confer-
ence, which should otherwise not take place. Such negotiations as had taken
place at the Conference had been additionally handicapped by the absence of
responsible ministers from key developed countries in a position to give

and take.

L. The Chairman said that Mr. Karasz, who had headed the Bank team through=
out the Conference, should give an oral report to the Execubive Directors as
soon as he could conveniently come to Washington.






Headguarters:
Washington, D.C., U, 5, A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

LUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16°) — FRANCE

Telephone - 553-2510

¢/o Ashoka Hotel, New Delhi, India

Letter No, 101 March 27, 1968

Dear Dicks

At last night's Plenary, thsre was an interesting discussion on a draft
resnlution submitted tn the Confersnce by Chile and India on a proposed
Sk reorganization of certain working methnds »f UNCTAD (TD/L,}O, dated March
25, 1968).

The draft resolution is accompsnied by a working paper containing
the following three propesals:

l. Authority to he given to the Secretary-General »f UNCTAD
to convene inter-governmental consultative groups;having more flexibility
than the normal UNCTAD bodies, to explore possibilities especially in the
field »f Commodity agreements.

2o The General Assemoly may be requested to decide that there should
be anly ene regular sessinn of the IDB each year. The TDB shoulé be
asked to review the pattern, frequency and duration of the meetings »f
UNCTAD,

3e UNCTAD's work should be conrdinated with that of GATT., The UN
General Assembly may consider whether UNCTAD should be made a participating
agency in UNDP,

Sweden, representing the developed countrissy; made a counterproposal
sob TD/L.BJ_;, dated March 25, 1968), inviting the TDB to consider the review
nf the working methnds of UNCTAD at fits Seventh Session. The Conferencs
adopted both draft resolutions with the understanding that they would be
submitted to the Seventh Sessinon of the Trade and Development Board for
further consideration,

Mr, Richard He Demuth |36 ULY ~| L §:¢8
Director; Development Services Department
International Bank for e hobAL
Reconstruction and Development
Washington, Dala wau/uqa
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Annther draft adopted by the Conference under the same item 16
of the Agenda, is on measures to inform world public opinieon »f the
work of UNCTAD, and the programmes of developmenty (TD/L...lO),

With best regards,
Sincerely yours,

L P S

Arthur Karassz






Headquarters:
Wa.ul:.:ingbon, D.C., U. S A,

2 i INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
T A : Cuble Address — INTBAFRAD PARIS

= AR ¢ INTERNATIONAL DEVELOPMENT ASSOCIATION

» i
Cable Address — INDEVAS PARIS

EUROPEAN OFFICE;
4, AVENUE D'IENA, PARIS (16%) — FRANCE
Telephone - 553-2510

¢/n Ashoka Hotel, New Delhi, Indis

Letter Nn. 100 March 27, 1968

Dear Dick:

The role »f private investment was also breught up in
Committee III,

The Federal Republic of Germany, Switzerland and the United
States, with the active conperation of Roberta Lysardi, prepared
sese 3 draft on this subject copy of which I enclosa(?D/Lul9, dated
Marech 23, 1968). -

It is a somewhat lopsided document mentioning amonz others the
Stikker report, recommending the prsparation of a number of studies.
Thereafter, it expresses the hope that "discussions in the IBRED Board
of Executive Directors on multilateral investment insurance will be
expedited.” This text replaces, we hope, the original draft of Iran
which was written in much stronger language (my letter Nns 32).

With best regards,
Sincerely yours,

™.

Arthur Karasz

Mros Richard H. Demuth
Director; Development Services Department
International Bank for

Reconstruction and Devslopment
Washington, D.C.
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Headquarters:
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Wnslxington, D.C, 1.8, A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cahle Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cahle Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone - 563-2510
¢/n Ashoka Hotel, Hew Delhi, India

Letter Noe 99 March 27, 1968

Dear Dicks:

If I remember well, it was in my letter No, 86 that I last
reported »n the draft resolution on the expansion of the operations
of the World Bank.

In the meantime, the draft has been published by the Chsirman
of Committee IIT (TD/II/C.3/L.35, dated larch 20, 1958), entitled
WWorld Bank Gpoup matters". I enclose a copy of the dreft which is
less disturbing than the original draft had been,

I am told there will be some changes in the draft, but words only.
It will be submitted to tonight's Plenary or, latest, that of tomorrow.

With best regards,

Sincerely yours,

(R

Arthur Karassz

Mre Richard He Demuth
Directory Development Ssrvices Department
International Bank for

teconstruction and Developmsnt
Washington, D.C.
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COPY OF UNCTAD DOCUMENT TD/I1/C.3/L.35
20 March 1948

THIRD COMMITTEE
Agenda item 12

GROWTH, DEVELOPMENT FINANCE AND AID
(SYNCHRONIZATION OF INTERMATIONAL AND NATIONAL POLICIES)

World 3ank Gproup matters

Note by the Chairman

The following text is submitted to the Third Committee for consideration:
l. The Conference expresses its appreciation for the work of the IBRD and its
affiliates which have contributed greatly to the promotion of development
and developing countries. The Conference notes with satisfaction the
completion of negotiations for the replenishment of the resources of the IDA at
@ higher level. It also notes that the World Bank Group has centinuously adjusted
its activities tn the needs of develnping countries.
2o The Conference encourages governments of countries, members of the World Bank
and its affiliates, to continue their support for the work of these institutions
and recommends to those governments to a2dvise their representatives in the
competent organs of the IBRD and its affiliates to consider the following
gquestions, while bearing in mind the need t» maintain sound banking standards
in nrder to safsguard the Bank'!s ability to borrows:
(a) that the Bank should devote as large a part as possible of its
resources for assistance tn developing countries;
(b) that the Bank should continue, in appropriate cases, to extend
loans for purposes wider than the financing of individual

projects and that it should consider, wherever necessary, the

ooo/no-



(e)

(d)

(e)

(f)

(g)

(n)

financing of local costs;

that the Bank should continue co=operating with regional

financial institutions both in co-ordinating their operations

and, where appropriate, in financing jointly projects of

regional importance;

that the Bank should extend, to the extent feasible, its
coordinating services relating to parbticular countries, such

as consultative groups;

that the World Bank Group, as its President Mr. Woods suggested to
the Confersnce, should be alert to the necessity for new approaches,
for example in keeping under review the advisability of financing
public and semi=-public productive enter-pr'lises 3

that the IDA should explors the possibility of receiving trust
funds in administration from various govermments and institutions;
that the activities of International Finance Carporation should

be expanded in particular with regard to undertakings in developing
countries and especially to projects which promote economic
integration;

that the IDA in distributing its funds should give particular

attention to the least-develnped among the develoaping countries.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSCCIATION

Cable Address — INDEVAS PARIS

EUROPEAN OQFFICE:
4, AVENIJE DIENA, PARIS (16°%) — FRANCE

Telephone - 553-2510
c/o Ashoka Hotel, New Delhi, India

Letter No, 98 March 27, 1968

Dear Dick:

jﬁﬁ%ﬁr%ﬁﬁ%%ﬁknaug'Ig; only important result of Committee II
(Preferences) is the enclosed resolutisn (TD/LnBE, dated Mareh 25, 1948),
It was adnpted last night by the Plenary, As you can see, the only
thing it does is to establish a 8pecial Committes on Preferences as
a subsidiary organ of the TDB to discuss the elaboration of a generalized
non-reciprocal non~discriminatery system of preferences in favour of
the developing countries, This Special Committee will meet for the
first time in November 1968, and will do its best to settle deteils
of the arrangements in the course of 196%.

All the other big subjects of the Committee on Preferences like
product coverage have disappeared from the final text.

With kind regards,
3incerely yours,

LR Ay

Arthur Karasz

Mrs Richard He Demuth
Director, Development Services Depa rtment
International Bank for

deconstruction and Development
Washington, D,C.
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Headquarl:era d

Washington, D.C., U, S. A,

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16°) — FRANCE

Telephone — 553-2510

c¢/o Ashoka Hntel, New Delhi, India

Letter los 97 March 27, 1958

Dear Dicks:

Although I wrote my farewell letter twn days agao, there is still
some news that will be of interest to you: last night, the Plenary
adopted snme resnlutions on Commodities. It agreed on an actien
programme »f Commodity Conferences (Cocoa, Sugar, Oils, etc.), on
some general statements recommending the TDB to follow more closely
the activities of Commodity Groups and asks the Secretary General of
UNCTAD tn study the possibilities of the intreductieon of a minimum
agricultural incems.

The Plenary also agreed to the enclosed draft resnlutien ID/L.21
on the Bank~Fund study concerning the stabilizetion of commodity prices.
This was originally submitted by France and, as reported in previous
letters; underwent numerous changes,

With kind regards,
Sincerely yours,

ﬂ T " NS

Arthur Karassz

h ]
Mro Richard He Demuth R R
Directnr, Development Services Department R R T f i
International 3ank for | o
Reconstruction and Develnpment :;’q ; e

Washington, D.Ce
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TD/L.21
24 March 1968

- , INGLISH
United Nations Conference on Trade and Development ORIGIFAL : FREITH

Second session

New Delhi, India
1 February 1968
FIRST COMMITTER .

Agenda item 10(b)

VAIY TLWMENTS OF COMMODTTY POLICY IMCLUDIMG IMITRYATIOWAI COMODITY
AGRFRM7ZPPS AND OTHER TWCHMI UES OF COIMMODITY MARYET STARIIIZATION

Stabilization of commodity prices
Draft resolution submitted by the delepation of France

The “econd United Tztions Conference on Trade snd Development

Re-affirming the importance and urgency of so %g%&dﬁﬁgéfﬁ;;;modity trade as to
make zvallable to the developing countries the external resources of which they stand
in grave need,

Voting the resolution on commodity price stabilization adopted by the Toard of
Covernors of IBRD and of TVF at its Rio de Janeiro session'in Yeptember 1967, which
regquested that a etudy be made of the conditions in which I'F, IBRD and IDA could
partiéipate in introducing suitable machinery comprising commitments balenced as
between producer and consumer countries and to allocate the necessary funds thereto;

1. Emphasizes the importance of the role of IMP, IBED and IDA in helping to
solve the financial and development problems arising in world commodity trade;

2. Calls the attention of these agencies tc the imvortance it attaches to the
study reqﬁested of them in the above-mentioned resolutionj

3, Tixpresses the hope that this study ﬁﬁgiéontribute to the solution of
commodity problems; :

4. FPurther expresses the hope that these agencies, in preparing their study will
wwmmf&em'be—a'bh?m, inter alia, }%‘:\the problemsg of financing buffer stocks and //
diversifications;

. 5. Reguestg these agencies to transmit the study to U CTLD, in view of the
latter's responsibility, es laid down in General Assembly resolution 1995 (XiIX), for

the framing and implementation of an internetional volicy on commodities.

¥D.68-3583%



ForM No. 28

(6.65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION e
P
INCOMING CABLE z
" AN
DATE AND TIME ROUTING \
OF CABLE: MARCH 26, 1968 1235 }
LOG NO.: WU 7/26 ACTION QOPY: MR. DEMUTH
TO: INTBAFRAD INFORMATION
COPY:
FROM: NEW DELHI DECODED BY:
TEXT:

30 FOR DEMUTH

THANKS YOURS 27 POSTPONED DEPARTURE WEDNESDAY NIGHT

REGARDS

KARASZ

MT

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL






ForM No, 26

(6.65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE: MARCH 26, 1968 0935
LOG NO. : WU 1/ 26 ACTION COPY: MR, FRIEDMAN
COPY:
FROM: NEW DELHI DECODED EY:
TEXT:
//

29 FOR FRIEIMAN
CONFERENCE EXTENDED ARRIVE WASHINGTON 31ST 1800 HOURS
DULLES PAA 107 KINDLY INFORM FAMILY REGARDS

SARMA

FAMILY NOTIFICATION BEING MADE

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE






Form MNo. 27

{(7-61)
INTERNATIONAL DEVELOPMENT INTERMNATIONAL BAMK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO:  RARASZ DATE:  MARCH 25, 1968
INTBAFRAD
NEW DELHI CLASS OF
SERYICE: FULL RATE
(4
COUNTRY:  1yna R Cl
TEXT: /, {\,/
Cable No: 97 REURCAB 28, YOU AUTHORIZED USE YOUR DISCRETION ON DEPARTURE
SCHEDULE
DEMUTH
A s
(W . NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
Kb RichardVH. Demuth
DEPT, Development Services
SIGNATURE

( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use by Archives Division

%
ORIGINAL (File Copy) %

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:







Form No. 26
(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME ROUTING
OF CABLE: MARCH 29, 1968 1100
LOG NO.: WU 27 / 25 iy ACTION copYy: MR. DEMUTH
TO: INTBAFRAD INFORMATION
COPY:
FROM: NEW DELHI DECODED EY:

e

TEXT: 28 FOR DEMUTH

CONFERENCE EXTENDED UNTIL TUESDAY NIGHT. HOWEVER MIGHT HAPPEN SUCH DAY
EXTENSION INSUFFICIENT AND CONFERENCE BE EXTENDED UNTIL WEDNESDAY EVENING,
SINCE MATTERS RELATING DIRECTLY TO BANK LIKE NEW DRAFT RESOLUTION ON FUTURE
ROLE IBRD AND ACCEPTABLE AND BANK DELEGATION DOES NOI PARTICIPATE HIGH LEVEL
MEETINGS ON PACKAGE DEAL SUCGEST KEEP MY SCHEDULE AS ORIGINALLY PLANNED FOR
WEDNESDAY MORNING UNLESS UNFORESEEN COMPLICATIONS REGARDS

KARASZ

XEKE AS RECEIVED., COULD BE 'ARE!

A LA

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE
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Headquarters: }, :

Wﬂa‘lﬁngton, D.C., U. 8. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE
Telephone - 553-2510

¢/n Ashoka Hote, New Delhi, India

Letter No. 96 March 25, 1968

Dear Dicks »////f

In my letter Nee 90, I mentioned that decument L/35 on "World
Bank Group matters" would be modified,

aow I enclose the revised text of the Note by Everts to the Plenary
meeting on this matter (TD/L.22 dated March 2l, 1968).

m
As you can see, the néﬁk text differs considerably from the
original propnsals made by the "77" and I hope it will be satisfactory.

I cabled you this morning about the extension nf the Conference
until tomorrow night. The "Himalayan group on the Everest lsvel" is
holding meetings day and night in Prebisch's rnom at the Oberoi, but
as of this moment (10,30 2.m., Monday) we have nnt heard absut any
progress on the package deal, preferences, commodities or financing.

In financing, the main subjects are target and volume of aid, and
supplementary finance. If the conversatinns succeed, agreement might

be reached on a new text extending the sxistence »f the Intergovernmental
Group in order to continue discussing different alternatives in
supplementary finance.

A pisce »f personsl news: the rumours about Prebisch (my letter
No, 85) seemed to be wronge Yesterday, I was told that U Thant had
extended Prebisch's contract by another thres years.

Unless there are unforeseen complications; this will be my last
letter to you from Delhi. We are very zrateful for all the assistance
we have been given while here and for your patience in reading all
our despatches from India,

Mr, Richard H, Demuth
Dirsctory Development Services Department
Internati~nal Bank for
Aeconstruction end Develnpment .
Washington, D,Ce svs/ ane
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I hope all of you are in gond health,
With best personal regards,

Sincerely ynurs,

\STEE

Arthur Ksrasz
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Headquartere: “_‘M -

Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cahle Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

’Iaep]:lone - 663-2510
¢/o Ashoka Hntel, New Delhi

Letter Naeo 94 March 25, 19468

Dear Dick:

As reported in previnus lstters, UNCTAD has elected the 55-member
Trade and Development Board. The distribution of the seats is the
following: Asian and African 22; Western 18; Latin American 9y
and Bastern Hurepe 6.

The first meeting of the new Trade and Devaiopment Brard will
probably be held next May in Geneva, but @ definitive decision on
this matter has not yet been taken,

With best regards,

Sincerely yours,

O M

Arthur Karasz

Mre Hichard Hes Demuth
Director, Development Services Department
International Bank for

Reeonstruetion and Devel-pment
Washington, DasC.
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Headquarters:
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTRAFRATY PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 95 March 25, 1968

Dear Dick:

Just for the file, T would like to draw your attention to
the record of the sSeninr S4aff leeting held on March 13 which
says among other things that at UNCTAD France and Japan have agreed
ta the 3ank scheme on Supplementary Finance, This is a misundasr-
standing because, as you know, bnth countries are still opposed
tn tha Scheme.

I do nnt know whether ymu think this should be rectified, or
note

With best regards,

% P ol
Sincerely yours, \ f M

QMe ‘

Arthur Karasz

Mre Richard He Demuth
irectory, Develnpment Sarvices Department
International Bank for

deconstructinn and Devel pment
Washington, D,C.
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Sent to Messrs. Friedman, Kamarck and Kalmanoff - Apr.-1/68

Headquarters: (1 | 1__,#:__:

Washington, D.C., U. 8. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Addrass - INTBAFRAD FPARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Addres ~ INDEVAS PARIS

EUROPEAN OFFICE;
4, AVENUE D'IENA, PARIS (16°) — FRANCE

Telephone - 553-2510
c/o Lshoka Hntel, New Delhi

Letter Nneo 94 . March 25, 1958

Dear Dicks

As reported in previous letters, UNCTAD has elected the 55-member
Trade 2nd Develnpment 3nard. The distrioution of the seats i8s the
following: Asian and African 22; ‘“estern 18; Latin American [
and Eastern Zurnpe 6.

The first meeting of the new Trade and Development Bnard will
probably be held next May in Geneva, but 2 definitive decisinn nn
this matter has pot yst been taken,

With best regards,

Sincerely ynurs,

gl ék'\—h.—

Arthur Karass

16 *oN

Mrs Richard . Demuth e
Directnr, Develnpment Sarvices Departuent
International Bank far
Reconstructinn and Develanpmant
Washington, D.C.
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Wnslﬁnd{vn, D.C, U.8 A T

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cahle Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cahle Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16") — FRANCE
‘lelephone - 553-2510

¢/o Ashoka Hntel, New Delhi, India

Letter No. 93 Marech 25, 1968

Dear Dicks

At yesterday!s Plenary, K.3., Lall submitted a proposal on the
subject nf 2 considerable increase in technical assistance activities
by UNCTAD and UNIDO,

e I thought you might be interested in the matter and enclose
the text of the Indian statement.

With kind regards,

Yours sincerely,

e TR

Arthur Kerasaz

Mre Hichard IIs Demuth
Director, Development Services Department
Internationel Bank for

Reconstruction and Develnpment
Washington, DeCs
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Item No,16(b) - Statement by the Indian Delegation
made on 22md March, 1968.

2 it

Mr. President,

-

The Indian Delegation attaches very great importance to
technicael assistance activities relating ta trade, since these ’
activities represent the determination and willingness ef the
international cemmunity to coeperate in an effort to harness
the humsn and materiel resources of the world for accelerating '
economic develepment and reducing the gap between the stan@ard
of living in the developing countries and that in the developed
ceuntries. There is no difference ef epinion en the significant
role of technical assisgtance programme, as will be evident from
the Special Principle Ten of First UNCTAD which dealt with the
expansien of bilateral and multiladeral programmes of technlcal
assistance. The several recsammendations of first UNCTAL which
called for increased technical and financial assistance to
developing countries to imprsve their export earnings were
adopted unahimously and without dissent.

2. The ob,ective f Technical Assistance programmes, in-so-fer

as they relate e international trade, is to transfer to the
developing countries the knowledge, the skills and the techniques,
which would enable them to increase their export earnings from
exports«ef primary commodities and manufactured end semi-manufactured
products, to increase their receipts from invisibles including
shipping, tourism and insurance, and to edpand trade among the
developing countries themselves. (TD/23). The developed countries
have long experience in various aspects relating to intermetional

trade; they are slso constantly evolving new and improved

R -



-t 2 1=
techniques, developing new skills and adding to the store ef
human knewledge on a continuing besis. It is highly essential
that the developing countries should benefit from this
accemaleted and continuing experience and asquire the know—how
already developed by the industrially advanced seuntries, and
Save unnecessary expenditure ef time and money rather than go
over the same ground again in bailding up their expertise and
knowledge.
3. There has, of late, been an increasing recognition of the
need for stepping up technical assistance activities in the field
ef international trade both at internationszl and miltilateral
levels as well as at bilateral levels., The establishment of
UNCTAD/GATT International Trade Centre is an indication of
recognition of this need. The aim of all these efforts is
primarily to strengthen and supplement the national efforts of
developing countries in developing their export potential and in
making the necessary structural adjustments in their economies,
4, Mr. President, in his statement at the Flenary Session of
this Conference, the distinguished representative of the UNDP
stated - and I quote - "Our programme stands ready to expand to
the demands which global stretegy wuld place upon it", By
global strategy, he meant a strategy of development in which
international efforts would be integrated and on which international
action would be concentrated. However, he struck a discouraging
note when he said that the anticipated needs of the developing
countries for assistsnce from the Programme in all fields during
the next three years are far in excess of the rate of growth
needed to bring the financial resources of the programme to

. i
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the level of 350 million by 1970 and that the current rate

of growth of resources is very inadeyuate, the pledges for

196 being only of 180 million, comprising only half the
target required to be attained by 1970.

5. . The areas of development, which ars of particulaw
significance for stepping up the export potential of de%eioping
countries, have been identified in considerable detail in the
meetings of expert groups erranged at the initiative of the
UNCTAD and UNILO. Technical assistance programmes have to be
concentrated on enabling the developing countries to strengthen
these areas which cover the following:

(a) In the field of commodities, there is need to tackle
competition from synthetics and substitutes, reise technical
efficiency of production so as to reduce cost, intensify research
on the uses of naturel products and incressed access for these
natural and semi-processed products in ths markets of developed
countries.

(b) In the field of manufactures and semi-menufactures, there
is need to establish export-oriented industries, and in this
connection, technicel nssistance has to concentrate on various
problems prelating to production, design, packaging, quality, etec.

(¢) In the field of devuléping marketing efforts, the areaS
of action include market surveys, ecollection and dissemination of
information, development of Trade Commissioner services, surveys
of markets of developed countries, and the evolution of techniques
to benefit from the opportunities in market economy countries as

well as in the socialist countries,

BOIE | 5
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(d) In the field of shipping, it is necessar; that the
technicel assistance should aim at the estzblishment of effective
administrative and technical operation of consultation machimery
and shippers councils, identification of the ses~lanes of interest
to developing countries which have traffic potential and which
need special assistance, and the‘determination of megsures for
international assistance for promoting such shipping services
and various aspects of port development, construction,
administration and operation.

(e) There is urgent need for technical assistance and training
activities in the field of insurance and re-insurance as well as
in the field of tourism.
®. It is thus obvious that the technical assistance activities
which need to be wndertaken are of such megnitude that the
resources at presegt available to the UNﬁé are far from adequete.
We would, therefore, strongly urge that a large allocation, at
least to the level of (350 million envisaged by the Administrator
of UNDP, should be provided to the UNDP for expansion of technical
assistance programmes related to different aspects of intetnational
trade. The industrislly advanced countries should also step up
their bilateral programmes and make a much more effective
contribution to this global effort of raising the level of
export earnings of developing countries from commodities, .
manufzctures and semi-manufactures and from invisibles.

i In conclusion, Mr. President, it will be observed that all
these activities relating to trade fall within the competence of
the United Nations Conference on Trade and Development.  The
UNCTAD has to play a central and vital role in this entire
programme and should constitute a focel point for formulation

.....5/7-
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of.the details of the programmes, in consultatiocn with the
concerned orgenisations and other-operating agencies of the
United Nations, and should also keep itself informed about

the activities of the developed countries as wall as the
concerned orgenisations and agencies. It is also necessary
that UNCTAD should periodically reviev the progress and
implementation of the activities generated through these
organisations and agencies, so as to secure the maximum and
most efficient use of the resources which are made available
for the purpose, and should ensure that the expert efforts

of developing countries are strengthened in a coordinated and
integrated manner. For all these purposes it is necassary and
desirable thet the UNCTAD should become an effective instrument
for initiation and implementation of thea progremmes of technical
assistance 1nto fields of development and expansion of trade,
and 1t should bt the earliest possible become a participating
agency of United Nations Development Programme, so that it

can directly, and jointly with the UNCTAD/GATT International
Trade Centre, undertoke programmes of technical assistance
financed by UNDP.

Thenk you, Mr. President.

s o g
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COMMUNICATION:
DATED:
TO:
FROM:

FILED UNDER:

SUMMARY:

UNCTAD

CROSS REFERENCE SHEET

Letter
March 25, 1968

Mr. G. Woods

Mr. Walter Hill

ICC

LIATSON - ICC

Re: Letter enclosing one copy each of the Englich and French textis
of the statements on world trade and development submitted by the
ICC to UNCTAD II.

ACK. March 25, 1968






Headquarters:
Washington, D.C., U, 8. A.

Cahle Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cahle Address — INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone - 683-2510

¢/ Ashoka Hntel, New Delhi, India

Letter Nos 92 March 23, 1968

Dear Dicks
Enclosed please find Sarma!s report on Committee Three
covering the period March 1 - 21, 1948,
With best regards,
Sincerely yours,

N

Arthur Karasz

Mrs Richard Heo Demuth
Directory Develnpment Services Department
International Bank for

Heconstruction and Development
Washington, D.C.
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UNCTAD IT ¢ COMMITTERE IIXI ¢ R E P O R T

L e P TR
Mareh 1 to 21, 1968,
1. The CGommittee devoted four sessions, from March 1

to Mareh 6, to Supplementary Financial Measures. In their
statenents, most of the developing countries and some
developed countries endorsed in prineiple a scheme generally
on the lines of the Dank Staff preposal. Some developed
countries extended support in varied measure; other
developed countries opposed the principle of Supplementary
Finance itself or had major reservations to the Bank Staff
Seheme (plecase see summary record of these discussions

dated March 8, 1068 from me and Jalan).

2. "hen the Committee took up for consideration the
Compensatory Financing Faeility of the Fund, the U.X. noted
that the facility was obviously evolving and was being
increasingly used; ecareful study was needed of the relation~
ship between this faeility and the preposed Supplementary
Finance. Developing countries gemerally welcomed the
extension of the facility after the Firsi UNCTAD, but argued
for further liberalisation of the faeility.

3. The final item on the agenda related to international
monetoary issues. The developing countries acknowledged that
the maintenance of adequate internstional liquidity and the
resolving of their balance-of-payments difficulties by najor
donor countries would fascilitale the flow of development
finance. They omphasized the need for establishing a link
between the creation of international liquidity and provision
of additional development finance; a means of doing this
would be to tramsfer a part of the new drawing rights to IDA
by Part I member countries. France, speaking for herself

as well as for the other mombers of the Community, stated
that international liquidity and development finance should
be kept distinet. USA, Japan and others also felt that
SPR's could not be used for long-term financial needs.

4. During Mareh 13-20, there were nc meetings of the
Committee. The time was utilized for consultations among
representatives. A few meetings also were held of the
Contaet Group of the Committee, A number of draft resolu~
tions were then circulated, as also a few notes by the
Chairman for consideration of the Committee. The Chairman's
notes essentially reflected the results of informal consultoe
tions among representatives during the week.

(continued .. 2)



5. A broad consensus would seem to have been reached

in regard to the flow of private capital, Compensatory
Finaneing Facility, and the working of the World BDamnk Group.
With respect to the terms and conditions of aid, tied aid,
and international monetary system, some outstanding points
remained. On supplementary finance and targets for aid
volume, considerable differences in approach remained to be
settled as between developing countries and a mejority of
the donor countries, On Suprlementery Finance, the note by
the Chairman recalls the work of the Nank Staff and of the
intergovernmenital group, recognizes the clear and urgent need
to provide Supplementary Finance, and suggests the continue
enece of the intergovernmental group with ceriain terms eof
reference. The view is taken thst administration should be
by an institution withip the World Bank @roup. On aid
targets, the note by the Chairman refers to the mutually
reinforeing efforts and responsibiiities of developing and
developed countries, and nrges intensificaiion by developed
countries of their efforts in support of development. For
the rest, such as the denominater (G¥P or net natiocnal
income) target dates, separate targets for official aid ete.,
there was no agreement.

6. The notes by the Chairman and the draft resolutions
came up for consideration before the Commitiee on Mareh 21,
at a late~night session. There was little time for
discussion. It was deetided to ferward all the proposals
to the Plenary Session of the Conference for further con-
sideration and deeision.

N.A. o

N. A. Sarma
New Delhi.
Mareh 23. 1968,

ce: Mr, Karasz (2)
¥Mr., de Fontenay
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION %
—y |
INCOMING CABLE
DATE AND TIME BOUTING
OF CABLE: MARCH 22, 1968 11,00
1LOG NO. : WU 22 / 22 ACTION CQOPY: MR. DEMUTH
TO: INTBAFRAD INFORMATION
COPY:
FROM: ASHOKA HOTEL, NEW DELHI DECODED BY:
TEXT:

26 FOR DEMUTH s

FURTHER MY CABLE 25 NOTES BY EVERTS TO PLENARY CONTAIN FOILOWING PARAGRAFHS OF

SPECIAL INTEREST TO BANK:

FIRST L/29 PARA 10 "CONFERENCE EXPRESSES HOPE THAT PROGRESS CAN BE

EXPEDITED IN STUDY UNDERTAKEN BY IBRD ON INVESTMENT INSURANCE

AND REQUESTS U THANT INVITE IBRD SUBMIT PROGRESS REPORT TO NEXT

SESSION OF CIFT.

SECOND L/32 PARA 6 REQUESTS IBRD PREPARE STUDY IN CONSULTATION WITH UNCTAD
AND IMF ON IMPROVEMENTS IN TECHNIQUES OF LENDING (LIKE BISQUE ETC.).
PARA 10 INVITES IMF PREPARE STUDY ON ROLE AND POSSIBILITIES OF

COMMERCIAL CREDITS IN CONSULTATION WITH MEMBER GOVERNMENTS UNCTAD

IBRD AND OTHER APPROPRIATE INSTITUTIONS.

SECRETARIAT AND IBRD TO CONTINUE STUDY OF COMMERCIAL CREDIT AS

MEANS TO ASSIST LDCS INCREASE THEIR EXPORTS.

PARA 11 REQUESTS UN

THIRD 1L/32 URGES IBRD AND IDA TO CONTINUE APPLY PRINCIPLE OF INTERNATIONAL

COMPETITIVE BIDDING, INVITES PREBI% SEEK ADVICE OF IBRD QUESTION OF

ACCESS TO CAPITAL MARKETS BY LDCS AND INVITES PREBISCH TO KEEP

HOROWITZ UNDER REVIEW AND REPORT TO NEXT SESSION CIFT, .

FOURTH 1/36 DEALS WITH SUPPLEMENTARY FINANCE. AIRMATIED MOST RECENT NOTE
p ‘ 3 3 N

ON SFM BY CHAIRMAN

REGARDS

I

- oavee
i

KARASZ

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO. :

TO:

FROM:

TEXT:

ROUTING
MARCH 22, 1968 1012
RC i / 23 ACTION (OPY: MR. WOODS
INTBAFRAD P INFORMATION
. COPY: MR. DEMUTH
NEW DELHI DECODED BY:

/HAS S5 /

FOR WOODS COPY pEﬁUTH
HAVE FOUND WENDANGE AT UNCTAD CONFERENCE MOST USEFUIL AND REWARDING.
SUPPEEBENT,{%{Y FINANCE NOW AT DELICATE STAGE OF SECRET TOP LEVEL POLITICAL
NEGOTTATIONS, PROGRESS TOWARDS AGREEMFENT ON CONFERENCE RESOLUTION MAY BE
MADE DURING TODAY BUT UNPREDICTABIE., BELIEVE I CANNOT BE OF FURTHER USE
BEYOND TODAY AND AM LEAVING LATE TONIGHT AS SCHEDULED TO BE IN OFFICE
MONDAY REGARDS

FRIEDMAN

FAMILY NOTIFICATION HAS BEEN MADE

MR. WOODS & MISS FALARDEAU TELEPHONED DURING WEEKEND

IR

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL
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(6. 65
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE e ".@
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATI ON >
INCOMING CABLE
DATE AND TIME ROUTI NG
OF CABLE:  MARCH 22, 1968 1120
LoG NO.: WU 3 / 22 ACTION COPY: MR. DEMUTH
TO: INTBAFRAD INFORMATION
COPY:
FROM: NEW DELHI DECODED BEY:
TEXT: //"
25 FOR DEMUTH

LAST NIGHT COMMITTEE THREE ON FINANCES HAS HELD ITS LAST MEETING. IT FAILED
TO PRODUCE AGREEMENT ON ANY IMPORTANT SUBJECT LIKE VOLUME TARGET OF AID OR
SUPPLEMENTARY FINANCE. THEREFORE EVERTS TRANSMITTED TO THE PLENARY ITSELF
NUMBER OF "NOTES FROM THE CHATRMAN ON MATTERS WHERE CERTAIN DEGREE OF
AGREEMENT COULD BE OBTAINED FOR FURTHER CONSIDERATION" THE IDEA SEEMS TO BE
THAT EITHER CONFERENCE WILL FIND THE SOLUTIONS THE COMMITTEE WAS UNABLE TO
AGREE OR ELSE THE PROBLEMS WILL BE LEFT TO PERMANENT MACHINERY UNCTAD.
ATRMAIL TODAY SET OF NOTES AVAILABLE REGARDS

KARASZ

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORI GINAL






Form No. 59
(2.55)

CROSS REFERENCE SHEET

COMMUNICATION:  geyyop STAFP MEETTNG  SSM/M/68-12

DATED: March 22, 1968
TO:

FROM:

FILED UNDER: " spN1or sTarF MEETING

SUMMARY:

CORRIGENDUM

The third sentence of paragraph 6 of the minutes of the March 15

meeting (SSM/M/68-11) should read, "France, Japan and New Zealand opposed
the scheme",



No. 19 March 22, 1968
Yr. Arthur Karasz

Asholca Hotel

New Delhi, India

Dear Mr. Karasz: )

Mr. Demmth has .mtndropmalineﬂ.nmply
to your cable No. 27, inguiring about letier No. 17. We
have discovered that this number was assigned to a letter
from the Persomnel Division, and the reason you did not
receive it i that 1t was never sent.

With best wishes,

Sincerely yours,
.

—

e -

Thelma E. Falardean
Secretary to Mr. Demath



OHCalika/fo

i
thmthmmmmatMMhtmm
Mr. Postel-Vinay dated March 18,1968, with an English translation, in
which he conments about the speeches which you delivered at the recent
Sosiety for International Development and UNCTAD Conferences.

After attending the Society for International Development
Conference in Washington, Mr, Postel-Vinay visited the Bank on March 8
and we had quite useful discussions with him on our existing and
prospective joint lending operations in Africa.

Attagchments: 2



ForM No. 26
(6-65)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE
CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:
TO:

FROM:

TEXT:

MARCH 22, 1968 1630
WU 21/22
INTBAFRAD

NEW DEIHT

27 FOR DEMUTH

ROUTING
ACTION (QOPY: MR, DEMUTH
INFORMATION
COPY:
DECODED BY:

YOUR IETTER NUMBER 17 NOT RECEIVED, IF IMPORTANT PLEASE CABIE

REGARDS

KARASZ

W lgeo

e S5 10 90N

LLED

FCA

Ol

I aacd

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL










Heldquﬂﬂ:&fs:

Wnuhingbon, D.C, 1. 8 A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - IN'TBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

TeIep}mne - 853-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 91 March 22, 1968

Dear Dicks:

Gunther Wiese wrote me an Fibruary 22; (Letter Mo, 11) on the W
new Bank policy on procurement in Braziles I answered him nn March 8
(Latter‘ Nog 62) o

The Brazilians are well aware of the Bank's new policy and they are
unhappy about ite They wanted to introduce & draft resolution to UNCTAD,
requesting the Bank to change its policy. This draft seems to be
deleted so I hope there will be no word about this matter in the UNCTAD
resolutions, or reeommendations, I am sure, however, that the Brazilians
will keep the matter alive and will bring it up in Rio, or on their
next visit to Washington,

With best wishes,
Sincerely yours,

4’;’\\*‘-&\-»

Arthur Karasz

Mr. Richard He Demuth
Director, Development Services Department
Internatinnal Bank fer

Reconstruction and Davelnpment
Washington, D,Ce
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Headquartera:

Wa.slﬁngtun, D, C., 8. A

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16°) — FRANCE

Telephone - 5583-2510

¢/n Ashoka Hnrtel, New Delhi, India

Letter No, 90 darch 22, 1968

1“%5
Dear Dicks 5\'—‘*

Please refer to my cable No, 25.

Last night Committee Three held its last meeting. It ended at
about 1l.00 a.me and failed to produce any results, As the "contact
groups", the "exploratory groups" the "mini-contact groups", the
'‘bracketwelimina ting squads" etcs, have all failed tn produce any
agreement of real usefulness Everts, the unfortunate Chairman of the
Committee; decided to produce a number of 'Notes from the Chairman to
the Plenary'on how he, Everts, imagines the text »f some future draft
resolutions. In these papers; he collected with the best possible
intentions all the views which might prnduce an agreement, However,
these papers are just the personal apinion »f Everts amd will have to
be discussed by the Plenary, if there is time for such an operations

The papers will be accompanied by & text of the Committee stating
that Notes by the Chairman have been prepared, seeking to reflect
the degree of agreement on certsin subjects which could be reached in
the Committee. These papers are enclosed "for further consideration®
by the Conference.

The idea of Everts, and probably the Bureau of the Conference,
seems to be that the documents will either be decided upon by the
Conference itself, or will be given to the "permanent ms chinery of
the Conference" to take care ofs What this latter idea means in practise
has been left to everyone's imagination.

Enclosed, I am sending you the collection of Neotes by the Chairman:
32 on terms of aid; L/36 on supplementary financial measures, and
L/37 on the volume of aid, with their number of square brackets will
glve you some idea of the lack of agreemsnt on these basic issues. The
complete 1ist of documents enclosed is the following:

Mrs Richard Hs Demuth
Director, Development Services Department
International Bank for
RHeconstruetion and Dsvelopment
Hashington, ) o oon/nwb



L/27 on increasing the flow of international capital.
L/28 on special measures on development finances

L/29 on private investment. Paragraph 10 of this draft recuests the
Secretary~Gensral of the UN to invite the IBED to submit a progress
report to UNCTAD on investment insurance. The text wss prepared on my
insistence by some delegations in arder teo raplace L/EL, and was the
subject of your cable to me Nos 26, which arrived this morning. Paragraph
10 is about the best we can obtain and as it just "invites" us to give
a progress report we shall always be in the position to say, if needsd,
that a detailed report canmot yet be submitted. (I must add, however,
that L/24 has mot yet been deleteds Gurinusly enough, the Iranian
delegation is loboying it all around the Plenary, but I hope I shall
succeed) .

L/30 on the mobilization of internal resourcess

L/31 on the financial implications of draft reselutions under
consideratione.

1/32 on terms »f aids Paragraph 4 of L/32 requests IBED to prepare a
study; in consultation with the Secretary-General of UNCTAD and IMF, on
possible improvements in techniques of lending. Paragraph 10 of the sane
Note invites the ILMF to prepare a2 study, in consultation with member
governments, with the Secretariat of UNCTAD, IBHD and ofther appropriate
institutions on the problem °f commercial credits. Paragraph 1l requests
the UN Secretariat and IBRD to continue the study of commercial credits
as a means »f assisting exports from developing countries.

L/32 Addel is on tied aids Its paragraph L "urges member gnvernments
of IBRD and IDA to continue to apply the principle of international
competitive bidding,” It is an entirely useless paragraph but, I am told,
it has t» be maintained "for political reasons," Paragraph 5 seeks the
advice of IBHD on how the developing countries could gain access teo
capital markets, Paragraph 6 invites the Secretary-General of UNCTAD
to keep Horowitz under reviews

L/33 on compensatory finance,

L/3l; on international monetary issues.

1/35 will be on the World Banke Enrique's text has been modified,
out we have nnt yet received the final draft.

1L/36 on supplementary financing.
L/37 on the voiume nf aid, 13
Very sincerely ynurs,
T L N

Avthur Karasz
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P aadquarters:

Faghin, . D.C, U. 5. A
as gton J—

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cahle Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cahle Address —- INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE
'Telephone - 553-2510

c/o Ashoka Hntel, New Delhi, India

Letter Nos 89 March 21, 1968

Dear Dicks

The Fourth Committee of the Unnference deals amnng others
with matters relating to tourism,.

As some members of the Comnittee misunderstond the role and
the programme of the World Bank family in matters relating to
tourism, I requssted de Fontenay to clarify this matterg with the
Rapporteur of the Committees This was done nn Tuésday and I enclose
a report tn the files by de Fontenay dated March 19, and an earlier note,
dated March 13, by Jalane

With kind regards,

rours sincerely,

f@‘"}("\-\- V.

Arthur Karasz

Mre Richard ds Demuth
Director, Development Services Department
Interna tional Bank for

Reconstruction and Devel-pment
Washington, DaCe
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Fsnu, No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

TO: Files 4%? DATE: March 19, 1968.
FROM: Patrick de Fontenay

SUBJECT: UNCTAD II : Draft Report of the Fourth Committee.

Chapter VI of the Report of the Fourth Committee
deals with tourism. Paragraph 19 of the draft read: "the
representatives of developing countries ... pointed out
that international financial institutions such as the
International Finance Corporation were not generally willing
to provide project finance for the construction of hotels
and other tourist amenities.™

Since we had been unable to participate in the
discussion on this item of the Committee's agenda, I pre-
pared a statement, appended to this memo, describing the
role of the World Bank Group, and of the IFC in particular,
in the field of tourism stressing that we were willing,
within the limit of our financial resources and the
competition of other high priority projects, to provide
financial assistance for the development of tourist
facilities. I also indicated that as Mr, Woods himself
had stated in the plenary meeting of the Conference, this
was a relatively new field of activity for the World Bank
Group.

After discussion with the Rapporteur of the Committee,
Mr. Heyman (Sweden), it was agreed that it would not be
admissible to make a formal statement after the Committee
had finished its discussion of the topie, but that our
statement would be circulated within the Drafting Group.
I also talked to the delegate from Ceylon who was respohs-—
ible for suggesting the sentence quoted above and we agreed
on the following formulation: "the representatives of
developing countries ... pointed out that international
financial institutions such as the IFC should participate
more actively in the provision of project finance for the
construction of hotels and other tourist amenities". Any
implication of reluctance on our part to finance projects
to promote tourism has now been removed from the report.

ce: Mr. Karasz (2)
Mr. Sarma



March 16, 1968
DRAFT Statement to the Fourth Committee of UNCTAD II

In connection with Part II of Chapter 6 of the Commititee
Report, I would like to present, for the record, a few observa-
tions on the role of the World Bank Group in the field of tourism.
I am sorry to be taking the floor at such a late stage in the
work of the Committee, but the small size of our delegation has
not permitted us to follow the progress of this work as closely
as we would have wished,

Paragraph 19 of the second part of Chapter 6 of the Draft
Report indicates that the representatives of developing countries
"pointed out that international finaneial institutions such as
the International Finance Corporation were not generally willing
to provide project finance for tie construotion of hotels and
othey tourist amenities"™.

My, Chairman, I would like to state that within the limits
of its finaneial resources and the possible competition of other
high priority projects, the IFC willing to provide finaneial
aspistance for the development of tourist facilities.

The IFC made its first commitment in this field in December
1966 when it joined with investors in the Federal Republic of
Germany, the U.K. and the U,.S.A, and its loeal investors in finano-
ing a 6.7 million dollar program to develop and expand the tourist
industry in Kenya. The IFC investment, made in the form of share
and loan capital, will assist a new company which is establishing
a hotel of international ¢lass in Neirobi and partioipating in the
development of tourist fagcilities in the national game reserve
parks, Kenya's chief tourist attraotion. The project, together
with related investment envisaged under the Xenya Government's
1965«7T0 Development Plan, is intended to strengthen an industry
whieh is Kenya's second largest earner of foreign exchange". In
addition, all three organizations of the World Bank Group (IBRD,
IDA, rrci are prepared to have the funds made available to
development finance companies re-lent for projoects relating to
tourism. Among development finance ocompanies associated with the
Bank Group, the most active in previding assistance to the develop~-
ment of tourism are in the Mediterranean region. While institutions
such as the China Development Corporation (Taiwan) and the
Industrial Finance Corporation of Thailand have financed individual
hotel projeets, the most deeply involved in tourism generally are

Al gL ational B onomigue (BNDE) in

b (SNI) in Tunisia
and the Na Development (NIBiD)

in Greece.

As the President of the World Bank said in his address to the
Plenary Meeting of this Conference "we have only seratched the sur-
face of financing projects to promote tourism, even though the results
of such finanocing may be of first importance for economic development
in a number of countries.®

Mr. Chairman, it is true that tourism is a relatively mnew field
of actitity for the World Bank Group: only last month has a new sec~-
tion been set up in our Projects Department to evaluate projects in
this field, but I can assure you that there is no lack of goodwill on
our part in making our contribution to this important activity.



Py, Mo, 85 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

TR Mr. Arthur Karasz DATE: March 13, 1968
FROM: Bimal Jalan M
SUBJECT : UNCTAD II :: FOURTH COMMITTEE

I have glanced through the chapters IV, V, and VI
of the draft report of the Committee which are avail-
able in our files, as well as a number of resolutions
introduced in the Committee. I do not know what
draft resolutions have so far been adopted and in what
form.

Chapters I to IV deal with shipping matters (1
have not been able to find Chapters I to III in our
files). Chapter V is on Port improvements. Chapter
VI is in two parts - the first part is on Insurance
and reinsurance and the second part on Tourism, On
Tourism, paragraph 19 may be of interest:

"Representatives of developing countries emphasized
the need for bilateral and multilateral financial
and technical assistance for the provision of
tourist infrastructure and other facilities in
developing countries, for the training of
personnel and for the framing of tourist develop-
ment programmes and planning of resorts or other
projects. They pointed out that international
financial institutions such as the I, ternational
Finance Corporation were not generalfy willing to
provide project finance for the construction of
hotels and other tourist amenities. The
desirability of improved co-ordination in the
provision of credits to developing countries for
tourism was also mentioned."

There are ten draft resolutions. Seven of these
are on shipping and one each on development of ports,
insurance and tourism. The resolution on development
of ports recommends, among other things, that "the
developed countries, directly or through international
and regional financial institutions, should provide an
increasing flow of assistance, over and above the
existing level of aid programmes, for the expeditious
development and modernization of ports in the developing
countries". The resolution on tourism, while welcoming

(continued s 2}




the growing interest in the role of tourism in the
economy of developing countries displayed by the
regional economic commissions and the specialized
agencies of the United Nations urges, among other
things, "the recognition of tourism as a development
industry for assistance by both international
agencies and governments" and calls for "an increase
in the flow of technical and financial assistance,
including grants and credits on easy terms, for
specialized tourist services, particularly the hotel
industry, and for building the infrastructure vital
for the development of tourism".
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Form MNo. 27
-
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO:  KARASZ DATE: MARCH 21, 1968
HOTEL ASHOKA
CLASS OF IT
NEW DELHI SERVICE:
COUNTRY:  INDIA RO
> 26 7
Cable No.:
Ve

REUR LETTER 82 AND DOCUMENT L/2l, BANK HAS SUBMITTED TWO PROGRESS REPCRTS
ON INVESTMENT INSURANCE STUDY TO U.N. SECRETARY GENERAL, COPIES TO
PREBISCH STOP SINCE DRAFT NOW UNDER ACTIVE DISCUSSION IN BANK BOARD, IN
ACCORDANCE WITH UNCTAD I REQUEST, IT WOULD BE INAPPROPRIATE AND AWKWARD
FOR DISCUSSION TO PROCEED SIMULTANEOUSLY IN ANOTHER BODY STOP IF PROPOSED
DRAFT RESOLUTION LIKELY TO BE ACTED UPON, SUGGEST YOU ENDEAVOR OBTAIN

DELETION ALL BUT FIRST AND LAST PARAGRAPHS,PLUS' DELETION LAST NINE WORDS

DEMUTH

NOT TO BE TRANSMITTED

CLEARANCES AND COPY DISTRIBUTION:

cc: Mr. Consolo

DEPT. Development Services

SIGNATURE __

( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

SEBoskey:tsb For Use by Archives Division Lj_

ORIGINAL (File Copy) A

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Letter No, 88 Marech 20, 1968

Dear Dick:

Committee One discusses subjects relating to diversification and
financing of buffer stocks. In previous letters »f mine, I have reported
apout a draft resolution prepared oy the French delegation which prompted
bath Edgar Jones and myself to make a statement to the Committee clari-
fying the role of the Bank and Fund in our study on stabilization of the
markets,

This guestion became a matter for political discussions led in
particular by the French delegation in Cemmittee One. In contact
group meetings, the rfrench and nther delegstions stated that by now
the international organizations were ready to finance buffer stocks.
This was, of coursey a complete misunderstanding »f the text of my
statement. Therefore, I went te see the Chairmsn »f the Committee and
explained our positinne.

Enclnsed, please find memo to files; prepared by de Fontenay, which
contains a description of all the events that have taken place in this
matter, S50 far as we know, there is no agreement within the Committee
an the issue of the pre~financing of buffer stocks and none on the draft
resolution prepared by Francee.

With best regards,

Sincerely yours,

O Moo

Arthur Karassz

Mre fichard de Demuth
Directory; Development Services Department
International Bank for

Reconstruction and Development
Washingten, D,Ce

PoSs dince writing the amve, de Fontensy has submitted his memo dated
Mareh 21, which I also erclose.
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OFFICE MEMORANDUM

TO : Files. ( DATE: Mareh 21, 1968.
FROM : Patrick de Fontenay J
SUBJECT : UNCTAD II : Role of the Bank in the Commodity Field : ADDENDUM

In my memo to Files of March 20, 1968, I mentioned
that the reference to the Bank Fund Study on stabiliza-
tion of commodity prices, such as it appeared in the
draft report of Committee I, had been modified at the
request of the French delegate. The wording proposed
was, however, unfortunate in the sense that it gave an
interpretation of the Rio Resolution which was not
necessarily warranted. The U.S. delegate in agreement
with his French colleague, managed to have the paragraph
revised so as to reproduce exactly the terms of the
preamble of the Rio Resolution. As a result the whole
paragraph 22 now reads:

"The Committee welcomed the study of the problems
of stabilization of primary commodity prices at remunera-
tive levels initiated by the Bjards of Governors of the
IBRD and IMF. The Committee generally welcomed the
initiative taken by the Boards of Governors of the IMF,
IBRD and the IDA to study the conditions in which these
organizations could participate in the elaboration of
mechanisms for the stabilization of primary commodity
prices at remunerative levels and devote thereto the
necessary resources,"
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FROM :

SUBJECT :

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

FILES

Patrick de Fontenay

UNCTAD II

1.

Q{ DATE : March 20, 1968.

: Role of the Bank in the Commodity Field

L LR L AR AN LR IR

The developing countries and France have

endeavoured since the beginning of the work of
Committee I to involve the Bank more deeply in the
commodity field, and more precisely in the pre-
finanecing of buffer stocks. Under specific instruc-
tions from Mr. Debre, the Minister of Finance and
Economic Affairs, who had stressed in his speech to
the plenary the importance that France attached to
the problem of stabilization of commodity prices,

the French representative ‘in the First Committee
introduced early a resolution which reads as follows:

"The Conference

(1)

(2)

(3)

(4)

2.

Calls the attention of IBRD and IMF to the
importance it attaches to the study requested
of them in the abovementioned resolution;

Expresses the hope that these agencies will be
able to participate actively in the elaboration
of suitable mechanisms involving balanced
commitments on the part of the producing and

of the consuming countries and devote the
necessary resources thereto;

Emphasizes the importance of assistance from
them, especially in helping to solve certain
financing problems, such as buffer stocks, and
providing long-term backing for the diversifi-
cation efforts deemed necessary;

Requests IBRD and IMF to transmit the study to
UNCTAD... "

The French representative, Mr. Janton, stressed

a number of times that paragraph 2 of his resolution,

except for the word 'actively' simply repeated the exact
terms of the Rio Resolution, although it actually reproduces
the preamble of the resolution which explains what the
sponsors had in mind, and not the operative part. Similarly,
he insisted that paragraph 3 did not anticipate the results
of the Bank Study although it does so in an implicit manner.

(continued .. 2)



/Japan

3. When this resolution came up for discussion in
the Contact Group of the First Committee, Australia,
Canada,/the U.K. and the U.S.A. said that paragraphs 2 and
3 were not acceptable to them on the grounds that it put
pressure on the IBRD and the IMF and anticipated the
results of the Study they were engaged in. This elicited
a strong reaction on the part of the French delegate who
said that words such as "express the hope" and "emphasize
the importance"™ could in no way be interpreted as putting
pressure on anybody.

4, When the report of the First Committee came up

for discussion, paragraph 8 of Chapter II of the Report,

as prepared by the Rapporteur, read as follows: "the
Committee welcomed the Study of the problems of stabiliza-
tion of primary commodities prices at remunerative levels
initiated by the Boards of Governors of the IBRD and the
IMF". The French delegate then managed to have it

replaced by a new paragraph which reads: "the Committee
generally welcomed the Study initiated by the Board of
Governors of the IBiD and IMF of the conditions under

which those institutions might participate in the stabiliza-
tion of commodity prices at remunerative levels and devote
to it the necessary resources.” The Canadian representative
tried unsuccessfully to have the exact terminology of the
Rio Resolution reproduced in the text. The addition of
"egeneraily" was due to the intervention of the Cuban
delegate who said that he did not welcome anything coming
from the Bank or the Fund.

5. The question of the role of the Bank came up more
precisely in the discussion of a text introduced by the
Group of 77 on buffer stocks. The first two paragraphs
of the section on financing read as follows: "(1) With
regard to the pre-financing of buffer stock international
financing organizations must be made capable of ensuring
that sufficient resources will be available whenever the
situation may so require. (2) In addition to having
international financing organizations as the main source
for the pre-financing of buffer stocks, the possibility of
having voluntary contributions from developed countries
should not be excluded." This was first discussed in the
Contact Group and rejected by the Group B countries who
proposed to replace these two paragraphs by the following
one:

" (1) If pre-financing of buffer stocks is necessary,
all possibilities should be considered, including
private sources of capital, international financing
organizations or voluntary contributions by
governments under the form of loans or any other
form. "

(continued .. 3)



This amendment was rejected by the Group of 77.

6. Around this time, the Ilead of the Bank Delegation,
Mr. Karasz, delivered a statement to the First Committee
which said inter alia "I am in complete agreement with the
statement made by the distinguished representative of the
IMF that it is quite impossible to predict at this early
stage what the conclusions of the Study by the Bank will
be; this goes for the question put to us several times on
the subject of the financing of buffer stocks, as well as
for all the other elements of this very important problem."

7. When the text of the 77 came up again for discus-
sion in the Drafting Group of the First Committee, and the
developed countries presented the same objections, the
spokesman for the developing countries, Mr. Ouattara of

Ivory Coast, said that he could not understand why the
developed countries objected to the international organiza-
tions being the main source for the pre-financing of buffer
stocks since a consensus seemed to have emerged in the
Committee that such should be their role and that the
institutions themselves had given signs that they were now
ready to move in that direction. His statement was i1
strongly supported by the Chairman who said that the bl
representatives of the IBRD and IMF had indicated in their
statements to the Committee that they were now favourably ‘
disposed toward participating in the financing of buffer y
stocks.

8. In order to avoid further misunderstandings,

Mr. Karasz went to see the Chairman, Mr. Gueye, to explain
what our position exactly was. Mr. Gueye promised that
he would tell the Bank's position to the Contact Group. 1
also spoke individually to various delegates to tell them
that we did not want the impression to be created that we
had in any way indicated a position either in favour or
against our participation in buffer stock financing.

9. No agreement was reached in the Drafting Group on

the paragraphs quoted above and an attempt to have the
matter settled by the Heads of Delegations has so far failed.
It is indeed reported that it was the issue of the pre-
financing of buffer stocks which prevented an agreement on
the text of the Group of 77 on buffer stocks.

ce: Mr, Karasz (2)
Mr. Sarma
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Letter Noe 87 March 20, 1968

Dear Dicks:

In this letter, I would like to try to describe the main
substantive developments in the course of the last weeka

There were not many »f them; as you can imagine, the London
gold rush was not exactly fawurable for the taking of substantive
decisions in the field of trade and aid.

Some very limited progress might heve been made on the subject
of Preferencess The West had agreed to a general system of Preferences
before the Conference. Hnwever, they are not in a position te go much
beyond that without further negntiatinns between themselves, and they
are definitely not willing to meet the many demands of the developing
countries,

On Commodities, Canada and the US put forward a draft resolution on the
liberalization of trade, with an action programme including standstill
on tariff or non-tariff barriers, refraining from the introduction of
new fiscal charges, and on market-sharing.

There is also talk about @ new US draft on pricing policy.

Unlike 196L, when Committee III on Financing was the most active
and successful, this time no results have yet been achieved and the
difficulties, probably also due to the events in the Western monetary
markets, seem to be great.

As reported in previous letters, there are a certein number of
draft resolutions submitted by the twn groups but their conselidation
is far from being achieved. They were given to "mini-contact groups",

Mre Richard He Dgmuth
Directory Development Services Department
International Bank for
Heconstruction and Develnpment
Washingtony, DaCs ssof asa



the latest achievement of this Conferences One of the miniwcontact
groups, consisting of Jo Saxe (US), Koinzer (Germany) and Jayawardena
(Ceylon), worked out a compromise formula on Supplementary rinance.
The text is now being discussed by the other maembers of Group 3 on

the one hand; and the 77 on the others As of today, no progress has
been made on the text. One of the articles of the draft of the minie
contact group talks about the Agency and states that "Supplementary
Financing is to be administered by an Agency within the World Bank familye"
This is mot a new idea, it appears in the original UNCTIAD I resolution
on Supplementary Financing and als» in the report of UNCTAD II by the
Intergovernmental Group. Nevertheless, I wanted to make our positinn
clear, and at a luncheon party offered by Dr. Prebisch I drew the
attention of both Prebisch and Jo Saxe to the fact thet the Bank
delegation does nnt have authority to discuss the Bank's role in the
Agency. It will be up to the Board of the Bank to make a decision

in the matter., Mr, Friedman who was present at the luncheon explained
the same idea. Later, I had the opportunity of informing Keinzer

also on the abnve.

Other matters in Committee Three are on terms and volume of aid
but with very little hope for any substantive improvement as compared
to the past. The recommendations of the LDC's conceming the reorganization
of the Bank and the Fund (compensatory financing and new mrnetary system)
have still tn be discussed.

I am sorry I cannnot give you a more optimistic repert about this
Cnnference, but this is how I see the situation to the best »f my knowledge.
It is a pity that so much time and s» much effort had to be spent for
so little achievement, I am doubtful whether we can still hope for a
miracle in the course of the last six days.

With best regards,
dSincerely yours,
T\)‘ X"\,\.

Arthur Karasz
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Letter Noo. 86 March 20, 1968

>

Dear Dicks V// p//

In my letters Noss L8 and 6L, I reported a draft resnlution
on the extension of the nperations of the Wnorld Bank,

The developed countries are unhappy with the draft and requested
the German delegation to prepare a counter-propesal containing the
following ideas:

The Conference:

1) Expresses appreciation of IBRD's work which has contributed
so much to the work of economic development.

2) Notes that IBRD has always adjusted its activities to the
needs of the less~developed world.,

3) Encourages the gnovermnments to continue their support of
the work of the World Bank family,

4) Recommends t» Member gnvernments to advise their
representatives to consider the frllowing questions in
order to render the services of the IBHRD group as efficient
as pnssible:

(a) that the Bank should devote as large as pnssible a part
of its resources for assistance to LDC's, but paying due
regard tn the need of maintaining sound banking standards;

(b) that the Bank shnuld considery to the extent compatible with
its purpnse and character as a Banking institutiongto adjust
the terms of its lending to the circumstances of the LDC!s
concerned,

Mrs Rijchard Hs Demuth
Directory Development Services Department
International Bank for
fleconstruction and Development
Was‘ningtnn, DaCs ﬂcﬂ/nﬂﬂ



5) (e) that the Bank would continue, in appropriate cases,
to extend loans for programmes not only for projects;

(d) that the Bank should increase its aperations in
rural and urban developments; in educatien, agriculture
and economic integration;

(e) that the Bank should incresse its joint operstinns with
regional development banks;

(f) that the Bank should extend its coordinating services
with regard to particular countries (meaning consultative
groups and consortia); and

(g) that IDA should give particular attention to the least
developed among the developing mations.

With best wishes,
Sincerely yours,

Q LH'/\x ¥

Arthur Karasz
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Letter No, 85 March 20, 1968

Dear Dicks

Very little happened in the Plenary last week., In reality, the
only event I can report is the election of the newly independent
state of Mauritius as a mamber of UNCTAD, Thus due t» this important
event the "77" will become something like 87,

The same Plenary heard exhortations from Udink (the Dutch Minister
for Economic Development) as well as Father Riedmatten, the representative
nf the Holy See. '

Their well intended exhnrtations have not yet had successs The
Conference is deadlnckeds As I shall report in more detail in a separate
lettery all the really basic problems on Commodities and Preferences
had tn» be referred to the "summit group" which, in the meantime,
developed into another mammeoth institution: at its meeting yesterday,
there were well oever 50 people attending, Such huge membership in
each committee malkes substantive discussions even more difficult, if
not impossible,

There is constant talk abnut impending changes in the direction
of UNCTAD: that Prebisch will resign this yesr and his successor will
be designated by the General Assembly. A numbsr of penple think that
KeBe Lall nf India is a candidate for the job. He certainly has deone
nis best, in the course of this Confersnce, to be kept in the limelight
and there was nften open friction between Prebisch and Lall on the
one hand, and Stanovnik and Lall on the other. All three are unhappy
because nf the Brazilian attitude in this Conference: the latter continue
to talk abnut the failure and would like to have the Conference suspended,

All these are just rumours. When one meets Prebisch, he certainly
does not give the impression of a man preparing to retire.

Mre Richard He Demuth
Birectory, Development Services Department
International Bank for
Reconstruction and Development
Washington, DeCe vasf0se



Disagreement also exists in the camp of the developed countries.
france goes it alone in most of the questions, (When in Group B
negotiations on supplementary finance come up the French delegate
stands up and leaves the room). Some smaller countries like the
Scandinavians and the Netherlands would prefer to take liberal attitudes
in a number of questions relating t» aid and therefore disagree with the
big donors, Germany, Italy, Japan and the UsS., and in mest »f the
Questions, also the U.Ke Thus, within Group B, we can discern at
least three different attitudes and this does nnt contribute towards
méking the intere-group negotiations more effective.

S0 far as the future programme of the Conference is concerned,
the elections for membership of the Trade and Development Beard will
probably take place this week. (One »f the new members of the Board
will be the representative of Guatemala, Senor Enrique Lopez Herrarte)e
It is not yet certain whether the new TDB will hold its first meeting
immediately after UNCTAD II, in Delhi or, later, in Geneva. There is
also talk about annther meeting of the 77 here in New Delhi of the
Algiers Charter types If this actually takes place; its purpnse wonld
be to work out a "Delhl Declaration™ of the less develnped world.

With best regards,
Sincerely ynurs,
N M o

Arthur Karasz
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Letter No. 8l March 20, 1948

Dear Dicks
v

Thank you for your letter No, 13, concerning the second interim
report of the Conference.

I have discussed this matter with members of our delegation as
well as with Edgar Jones, and there is agreement that the perind of
the Conference to be covered by such a second interim report would be
too shorty, and the contents of the report would be rather poor because
so 1little has happened. Therefore we would suggest, in agreement with
Edgar Jones; that there be n» second interim repnrt for the period
March 1 « 16,

You very rightly raise the question of the likely date we would
be able to submit a final report to the Board. The answer is com-
plicated by the fact that Sarma, de Fontenay and Jalan will leave Delhi
for Washington, while Edgar Jones will go to Geneva and myself to Paris,
Therefore, I do nnt see how we cnuld prepars a joint report with the
Fund without a consicderable loss of timee. I have suggested to members
of the Bank delegation that we should prepare all the raw material
covering the second month of the Conference while we are still here.
If it were prepared teday, this raw material would be rather poor,
pecause practically every questinn is still in suspense, What I have
in mind is a historic description of everything that has happened since
flarch 1 in the few Plenary meetings, in the five committess and the
three working groups. The important questions will have tn be left
in blank, and we shall complete the blanks if and when a decision is taken.

Mre Richard He Demuth
Director, Development Services Department
International Bank for
Heconstruction and Development
Washingtong DOCg -.‘-ac/u-qt



I would suggest that on the basis of this raw material, I prepare
a draft of the final report to the Bnard as soon as possible after my
return to Paris. I expect to leave Delhi on March 27, spend the weekend
in Teheran (c/o lMrs. Ae Gasem Kheradjou, Managing Director, Industrial
and Mining Development Bank of Iran, Ps O, Box 1801, Teheran) and be
back in Paris on Monday, April 1.

With kind regards,
Sincerely ynurs,

R 4 P

Arthur Karasz
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ASSOCIATION CORPORATION

DISTRIBUTION SLIP

TO- Me. EY Smary .\!\J’U‘J\

Room 541

FROM - orfFice SErvicEs DIVISION



ForRM No, 57 INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR INTER T ®
NATIONAL FINANCE ABRICA DEPT
: I UCTIO D DEVELOPMENT | CORPORATION ‘

OFFICE. MEMORANDUM T
TO: Mr. AG,. El Ehnary DATE: March 18, 1968 ,17)@2}2%
FROM:  Arun Shourie MAw~—ic 7 Larsen
I ) Divs
SUBJECT: Notes on the First Report on UNCTAD II E%?%v.
U1V e
1 Div,
1. The general context: While there have been successful ?;’?‘- Files
negotiations_over the Kennedy Round and international monetary reform i ~v%- Files

since UNCTAQ} there has been virtually no progress in areas affecting &
developing countries.

24 Four general impressions:

(a) Everyone to himself; the statements of each delegation
really run along class linesl The developing countries
address demands to the developed and the Socialist
countries; the developed countries repeat the standard
arguments over each issue and the Socialist countries,
instead of dealing directly with the demands of the
developing countries, argue that the really significant
problems lie in other areas - and sure enough these
areas are ones in which the western developed countries
should make some concessions to them(for a graphic ex~
ample, see pp 1lhi-15).

(b) General statements seem to have taken up a very large
proportion of the Conference's time. And by now we
should realize that little is to be gained by debating
issues as general as 'World Food Problems and the
Transfer of Technology® or !Trends and Problems in
World Trade and Development!. For in this way, instead
of getting down to meaningful negotiations, a large
mmber of delegates are just busy reciting elementary
textbook economics. The only purpose such general topics
seem to serve is that they give some dignitaries an
opportunity to make porimanteau speeches,

(¢) Working groups of 50-55 members are just too large to
accomplish much in a few days. Can we not think of
some other way of meeting the demands of balanced regional
representation?

(d) The hological compulsion to make political gestures
about Israel, South ATrica ...

3. On each of the subjects well-worn and oft-repeated arguments
were put forward by each side. Thepnly new points that emerged on which
some substentive action will be taken ares



Mre. A.Gs El Emary - 2 - March 18, 1968

(i) The Shipping Resolution (Annex VI) is a positive
achievement; it recommends that Governments urge liner
conferences and equivalent organizations to recognize
shipper!s councils and cooperate in the establishment
of consultative machinery;

(i1) Perhaps an annual review by the UNCTAD Secretariat of
progress in the field of commodity stabilization and
other arrangements will be instituted (p.5)

(i1i) A timetable for future discussion on specific commodities
is under consideration (p.5)

Lie Since this Report the principal development has been that the
177% have agreed upon a draft resolution on preferences,
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Hea:lquarters;
Washington, D.C., U, 5. A,

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBARRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARTS

EUROPEAN OFFICE:
4, AVENUE D'TENA, PARIS (16%) — FRANCE

Telephone - 553-2510

¢/~ Ashoka Hotel, New Delhi, India

March 18, 1968

Dear Rainers:

Ynau have probably seen the corresponcence between Mr, Woods

and My, Morarji Desai about the amendments to the speech delivered
at UNCTAD IT nn Febrwmry 9.

— Enclosed, please find copy nf a letter I have received on
this subject from Paul Coidan, Secretary of the.Conference, He

confirms that the summary records have besen modified in 2ccordance
with the wish of Mr. Woods.

With best regards,

Sinceraly yours,

DAL

Aprthur Karasz

Mre Heiner Steckhan

Personal Assistant to the President

Interna tional Bank for
Reconstruction and Development

Washington, D,Ce
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COMFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

s

TREGRAME : UNETAD, NEAW DPELM)

B0V 9 VIGYAN BMAVaAN
TELAPMONES © 30171 ANNEX @ VISYaN BHavan
NEw OSLMI-1

ner. o, 1} Mareh 1968

Dear Mr. Karass,

Pr. Prebish has asked me to ackmowledge receipt of
Jour letter of 6 March 1968 and %o advise you that the
paragraph 4 which relates to the statement made by Mr, 0. Woods
to the Plemary of UNCTAD II will be changed as requested by you.

The fimal text of the Summary records will read as follows @

“In India, the home of ome—seveath of all the human rece,
in the 20 years of independance substantial advances had bdeen
made in alleviating illiterasy, humger, illness and want, but the
tasks that remain were staggeriag inm their sise and somplexity.
Those who believed as he did that India was engaged in a labor of
deep meaning for all the developing countries must be gravely.
concerned by the uneertainties that elouwded her natiomal 1ife, \‘
India was an eoxeeptionally dramatic case because of its size and
its location on the troubled Asian comtiment; bdut it was by mo
means the omly ocountry where growith needed to be much faster if
hope was not to dwindle toward despondsnay®.

With kind regards,

Paul Cofdan
Secretary of the Conference

Mr. Arthur Karass

Directer

Head of IJRD Delegation te WNOTAD
New Delhi / .

A Corrigendus (TD/SR/S1/Cerr.l) will be issued.




TRANSLATION

CAISSE CENTRALE
DE

COOPERATIOQN ECONOMIQUZ

Paris, March 18, 1968

Mr. A.,G. EL Emary
Director

Africa Department
IBRI

Washington, D.C.

I wish to thank you for your kindness in sending me the text of
the address given by Mr. George De. Woods at the Tenth Anniversary VWorld
Conference of the Society for Internation2l Development, I just read
this text over again with deep interest and I totally agree with the con-
cerns and the wishes expressed by Mr. Woods. I believe he is absolutely

right in emphasizing the deficlencies and the errors in the task thus Tar

acconplished, the SXtTEﬁB importance of the problem to be solved as well
as the urgency of underteking new efforts, bigger and better oriented than
the efforts made heretofore. I also greatly sporeciated the frankness and
the firmnsss of the address which he delivered in New Delhi.

I thank you once

again for the lunch and the working session, both

g g
quite pleasant and useful, which you organized during my trip to Washington.
1t eppears that we could hOpe‘to reach satisfectory solutions for almost
all the projects which the .IBRD and the Caisse Centrale are studying jointly
at present.
Sincerely yours,

(signed)

:l J'I'L(

b
«®



CAISSE CENTRALE
DE

COOPERATION ECONOMIQUE

ETABLISSEMENT PUBLIC

PARIS, te 18 mars 1968

DOTATION : 25 MILLIONS DE FRANCS YMr, A.G. BL BMARY
) 3 + a1 1 !:"a-rv“' ment e o
SIEGE : 233, BOULEVARD SAINT-GERMAIN Directeur du Departement Afrique
PARIS Vile International, Bank for
Reconsiruciion and Devel opment
TEL. : INVelides 62-83 (7 lignes grouples) 181 8 I{ Stfegt, I\. .W. 9

Adresse Téltgraphique ¢ CAISCOP PARIS

!
YASHINGTON, D,0. 204%3

Rélérence L .V. /I‘B e 46

A¥RICA D Jee;‘?
MAR 2 11948
1”31 El Emapy Cher Monsgsieur

I/ e '

Je vous remercie dlovolir eu 1l'amebilité de

. m'envoyer le texlte de 1l'allocution prononcée par

5 Mr. Georges WOODS & la Confdrence Mondiale du 1Ceéme
w Dlin, ; annivav'al?e de la 8.1,D, Je viens de roljr( ce texte
[1 Dij-r. ' avec un trés vif intdérét et me sens tout & Fv?b dtac-
e LR cord sur les inguvidtudes et les voevx ezprimés par le

Président WOODS, Je pense qu'il a parfaitement fCLCOK
dlingister sur les insuffissnces et les erreurs de
L 1toeuvre accemplie, -sur l'extréme imporiance dU p*om

bléme & résoudre, comme sur 1l'urgence de nouveauxn ef-
forts, plus considérables et b¢uﬂ mienx or;e”bcs que

~

ente Jiavais e ] @
I

ceux qui ont été fuits jusqu'a prés S
se et la fe;"C" de

ment beaucoup apprécié las franchis
son disccurs de Kew-Delhi,

Je voug remercie encore du d iJCULML ¢v de
1s sdance de travail - fort agréables et utiles - que
vous avez bien woulu organiser & 1'oscaaioa de mon
voyage a Washington. I1 semble gue nous p siong
espérer pa:vcnir a4 des golutions satisfsi 5
presque tous les projets que la Bangue In
et la Caisse Centrale étudient actuellems

Veuillez agréer, cher Monsgieur,
de mes sentiments les reilleurs.

*C;JG;! ‘\\\;:1~h_ {ii&i»th

T (nr"rl'l'“ T A
A. POBTEL-VINAY



Form No, 27
(7-61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:  INTBAFRAD DATE: MARCH 18, 1968
NEW DELHI
CLASS OF
SERVICE: —A

R CIF

COUNTRY: INDIA

”

TEXT: \,/'/
Cable No: 25 FOR AREHUR KARASZ HAVE HAD SOME INDICATIONS THAT DEVELOPING COUNTRIES

MAY SPONSOR UNCTAD RESOLUTION CALLING UPON INDUSTRIALIZED COUNTRIES TO
AUGMENT SECOND IDA REPLENISHMENT OF 4OO MILLION DOLLARS A YEAR BY FURTHER
SUPPLEMENTARY CONTRIBUTIONS DURING NEXT THREE YEARS STOP HAVE YOU ANY
CONFIRMATION OF THIS

KNAPP
P
NOT TO BE TRANSMITTED ¢
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME J. Burke Knapp, Vice President cc: Messrs. Woods
Demuth/Mrs. Boskey
DEPT. Office of the President / . Nurick
SIGNATURE : (M
( SIGNATURE OF INDIVIDUAL AUTHDRIFED T\iAPPROVR}
JBKnapp:ism For Use by Archives Division 7
ORIGINAL (File Copy) él:
(IMPORTANT: See Sacretaries Guide for preparing form) Checked for Dispatch:
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Mr, AG, El Bnary March 18, 1968

2. Four general impressions:

(a) to himself; the statements of each delegatien
: run aleng ¢lass lines] The developing countries
address demands to the developed and the Socialist
countries; the developed countries repeat the standard
arguments over each issue and the Seclalist countries,
instead of dealing directly with the demands of the
developing countries, argue that the really significant
problens lie in other areas - and sure enough these
areas are ones in which the western developed countries
should make some concessions to them(for a graphie ex~

(b) General statements seem to have taken wp a vary large
proportion of the Conference's time. And by new
should realisze that little is to be gained by
issues as general as "World Food Problems and the
Transfor of Technology' or 'Trends and Problems in
World Trade and Development'!., Far in this way, instead

number of delegates are just busy reciting elementary
textbook economics. The only purpose such gensral topics
geem to serve is that they give some dignitaries an
opportunity to make portmanteau speeches.

(e) Werking groups of 50-55 members are just too large to
h much in a few days. Can we not think of
some other way of meeting the demands of balanced regional

representation?
d) The cﬁwﬁ t6 make politieal gestures
( ) lmmt- S8 oo E.
3. On each of the subjects well-worn and oft-repeated arguments
were put ferward by sach side. new points that emerged on which

some substantive action will be n ares



¥Mr, AG. E1 Enary -2‘; mujm

(1) The Shipping Resolution (Amnex VI) is a positive
ashisvement; it recommends that Governments urge liner
conferenses and equivalent organisations to recognize
shipper's councils and cooperate in the establishment
of eonsultative machinery;

(ii) Perhaps an annual review by the UNCTAD Seeretariat of
progress in the field of eommodity stabilization and
other arrangements will be instituted (p.%)

(114) A timetable for future discussion on specific commodities
is under consideration (p.5)

b Sinse this Report the prineipal development has been that the
177" have agreed wpon a dpraft resolution on preferenses,

ABhouriest]






Headquarters:

Waalﬁngton, D.C., . 8.

vogQ

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cahle Address - INTBAFRAD PARTS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address ~- INDEVAS PARIS

EUROPEAN OFFICE;
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Talephone - 553-2510

¢/n Ashoka Hotel, New Delhi, India

Letter Npe 83 March 15, 1968

Dear Dick:

Attached to my letter Nap 77'I sent you the text of the two
competing draft resolutions on SFM submitted to Contact Group III
by Group B and the Group of M774,

I enclose the note prepared by Jalan on this meeting.

dith best regards,

Sincerely yours,

L T P

Arthur Karassz

Mr. Richard H, Demuth
UJirector, Development Services Dgpartment
Internationsl Bank for

Reconstruction and Develnpment
Washington, D,Cs
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UNCTAD II : CONTACT GROUP OF THE THIRD COMMITTEE

March 14, 1968 (10.30 a.m.)

Towards the end of this morning's meeting, the Contact
Group took up for consideration, the two competing draft
resolutions presented by the Group of 77 and the majority
of Group B countries on Supplementary Finance. The '77' paper
was bgsed on the joint statements of the developing countries
to the intergovernmental group and asked for support in
principle to the Bank Staff Scheme. The Group B paper asked
for wider terms of reference for the intergovernmental group
so that it could also discuss alternatives to the Bank Staff
Scheme.

The U.,K. introduced the Group B paper to the Contact
Group. The main difference between the '7T7' paper and the
Group 'B' paper was that the former would restriclt considerably
the scope of the work of the intergovernmental group; also,
it was much more optimistic about the timetable. What was
needed from the Conference was a resolution which would ensure
that necessary work on Supplementary Financial Measures could
go forward. To aim at a resolution which did much more than
continuing the intergovernmental group with a broader mandate
would not have the concensus that a resolution of such great
importance should have.

Venezuela felt that it was a pity that the Group B paper
put so much emphasis on the continuation of studies. The
problem has already received sufficient study, and the Conference
should aim at solutions on the basis of studies that have
already been carried out. Venezuela felt that it would be
appropriate to broaden the representation on the Group so that
new ideas could be brought in. It, however, felt that to
fix time limits and guidelines which were as broad as suggested
by the Group B paper would create difficulties.

Ceylon introduced the draft resolution of the Group of
o i It emphasized that as long as there was agreement that
export shortfalls were an important cause of disruption, there
was no point in diverting atténtion to other causes of disrup-
tion. Similarly, 5-year projections were possible and could
be made with a reasonable degree of accuracy. The Group of 77
felt that the paper presented by Group B would be a backward
step. There were, of course, some unresolved issues but these
could be solved within the framework of an agreed outline. Very
few people were wedded to every letter of the Bank Staff Scheme;

(continued .. 2)



but it is necessary to have an agreement on principles for
work to be carried out in a satisfactory manner.

The U.S. said that the views expressed in these two
papers were such as to permit reconciliation., While agreeing
that undue delay in the implementation of a scheme for
Supplementary Finance should be avoided, it wanted to em-
phasize the importance of ensuring that the scheme to be
implemented was as efficient a scheme as could be devised.

Spain supported the Venezuelan suggestion to broaden

the representation on the intergovernmental group and agreed
that the terms of reference of the group should be widened.

B, N. Jalan
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Addrese - INTRAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Addeess —- INDEVAS PARIH

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16") — FRANCE

Telephone - 553-2510

¢/o Ashoka Hotel, New Delhi, India

Letter No, 82 March 15, 1968

Dear Dick:

New draft resnlutions pour into the contact gmups »f the
Conferences The fnllowing drafts were discussed or introduced

in m%fﬁ.gsi this mornings

ls ixtension of the operations of the World Bank and its
affiliates.

Many thanks for your cables 21 and 22, I did not have to speak
at the contact grup, but your cables contained very valusble information,

Enrique, as the author of the draft, intreduced it tn the meeting.
The Group B countries dislike the dncument but decided to avnid detailed
discussion on it in the contact groups There were just two short state-
ments,; one by the Ua.S. and another by the Swiss representative. Jo Saxe
made the following preliminary observationss:

(a) the recrmmendation refers to & number of operations the
Bank is doing already., He is wondering whether it is
worthwhile to prepare a document on such transactions;

(b) in general, the text contains too many subjects; it is
difficult to digest.

The Swiss delegate emphasized that his country is not yet a member
of the Bretton Woods institutions, therefore he shnuld not be entitled
to discuss matters related to them. The nnly reason for his interest is
the fact that IBED bonds have a special and privileged situation in
Switzerland which it would be a pity to impeir., He is wondering if a
document such as this would not have exactly such an effsct,

Mra Richard H, Demuth 1228 HYL.S0 .
Uirector, Development seTvices DepartlLé’ht‘ -
International Bgnk for
Rgaeonstruction and Develﬁpment
Nasnlngton, D,Ca soef coa
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Enrique answered the critical remarks. As far as I know, the
Group B countries intend to discuss the draft in more detail in a
resiricted “exploratory" group. It will be a2 matter of negotiations
whether it will survive or not.

2. Document L.1l9 (enclonsed) was submitted by Israel on the
Horowitz propesale

3¢ L/20 and L/21 deal with the reform of the Compensatory
Financing Facility of the IMF, and the new arrangements for Special
Drawing Hights, respectively.

The Gpoup B countries are negative on both propesals.

L. Private foreign investment is a much discussed matter. There
are four documents submitted on this, and related subjects:

MiSCos
L/23

L/2)
/25
which I encloss.

Misce 8 submitted by Group B countries contains general norms
regarding private investment. It emphasizes tne report ton UNCTAD
by Stikker (TD/33).

1/23 by some LDC's makes proposals relating t» private investment
kg technology.

/2l expresses the regret of the Coanference that although ths staff
of the World Bank has prepared a detailed draft for articles of agreement
for a multi-lateral investment insurance scheme, neither the draft nor
a progress report have been submitted to UNCTAD. (The Gpoup B countries,
in their draft on private investment omitted t» mention multilateral
investment insurance; this is mainly due to the resistance of the
German Federal Republic and, partly, the U.S.).

L/25 (by Gresce, Spain and Turkey) tries to establish a target for
aid vnlume by increasing the flow of public and private capital, So
far as I know, the text was prepared with the agssistance nf Roberta
Lusardi.

S5e L/22 is a draft proposal submitted by some LDC's about the
importance nf the UN Cgpital Development Fund.

6o L/26 on the Synchronization of International and National

Policles; submitted by some of the LDC's based »n the ideas contained
in Prebisch's opening statement "Towards a Global Strategy of Development!.

sap pow
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Gpoup B submitted a somewhat similar paper on the same subject
under MiSCaB/REVQlo

Comnittee Three has two more days, the entire Conference nine more
days to go. No-one knows how it will be possible to take care »f
this avalanche »f paper in such a short time. The best solution might
ba to include all the acceptable ideas contained in the different
draft resolutieons inte one and the same M"Charter" or "Declaration of Delhir,

As mentioned zbnve, new committees and groups have been formed to
discuss and coordinate, HRach contact group has designated ons or mepe
"exploratory" groups whose purpose is o discuss draft resolutions,

Joe Saxe, for instance, discusses with Koinzer and Jayawardena {Caylon)
the future of supplementary finance. (It is impessible to predict
whether a2 compromise wikxmm can be reached nn this subject, but I am
told that very serious efforts are being made by both groups te find a
common platformme this is just part of the poker game)s Other similar
groups discuss the prmoblem of volume, target, stc.

In my letter Neos 6L, I reported about the creation of a "restricted!
highest~level contact group, As You may remember, the idea had been
that the group should consist »f 12, or a maximum of 1 people. On the
second day of its existence, there were 50 penple sitting in that Committee
under the Chairmanship of Dinesh Singh or Prebisch., This mastodont
group still exists, but as it is unworkable a new "rescue group"!has baen
created consisting of 8 to 10 people like K,Be Lall; Jolles, Viaud and
didney Gnlt.

With kind regards,
Sincerely yours,

f\}-|¥\"""

Arthur Karasz

'x’('\"h.\. ™S et P Y .f({_“'.t\_i "‘*n"“‘.)
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CROSS REFERENCE SHEET

COMMUNICATION:  SENIOR STAFF MEETING SSM/M/68-11
DATED: March 15, 1968
TO:

FROM:

FILED UNDER:  gENIOR STAFF MEETING

SUMMARY:

UNCTAD IT

s Mr, Demuth reported that, at the New Delhi UNCTAD Conference, no
agreement had so far been reached on any resolution except for one concern-
ing a minor shipping matter. Agreement might be reached on a general state~
ment of principles with respect to preferences by the developed countries
for imports of manufactures from the developing countries, but a number of
important issues remained unresolved and would have to be negotiated before
any system of preferences became operative.

6. Almost all of the developing countries, together with the Scandinavian
countries, Switzerland and the Netherlands, supported the scheme for
Supplementary Financing Measures. The U.S., Germany and Australia had
expressed serious reservations about various aspects of the scheme and the
U.K., while expressing support in principle, had also indicated that it
believed further consideration of the scheme was needed. France, Japan and
New Zealand approved the scheme. It was likely that the UNCTAD Intergovern-
mental Group on Supplementary Financing would be asked to continue its study
of the scheme and to take into account various suggested alternatives.

Te The Conference was structurally top heavy; there were five Committees
and three Working Groups, each of which had a large "Contact Group" for
informal negotiation between developed and developing countries.

8. There were reportedly three principal views among the "77" on how to
deal with the stalemate which had developed. Some delegates thought that
the Conference should be allowed to fail, and that the matter should be
dramatized by taking it to the U.N. General Assembly. Others were said to
want to force through a series of strong resolutions, irrespective of the
attitude of the developed countries. A third group was said to be trying

to work out a set of compromise resolutions which would receive support from
both sides.



9. One proposed resolution related to the Bank. This had been drafted
by the developing countries and generally reflected the portion of the
"Algiers Charter" concerning the Bank. It proposed that a recommendation
should be directed to members of the Bank to the effect that their repre-
sentatives at the Annual Meeting of the Board of Govermors should urge,
inter alia: that the Bank should become a purely developmental institution;
That it should seek prepayment of loans made to developed countries; that
it should widen the scope of its lending to include governmental and mixed
enterprises; that it should lend for urban development and health schemes;
that it should guarantee securities issued by developing countries in markets
of the developed countries; that it should make loans for longer terms and
at lower rates of interest; and that IFC should be expanded.
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SecM68-63

FROM: The Secretary March 14, 1968

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

Attached for the information of the Executive Directors is a
first report on the United Nations Conference on Trade and Develop-
ment currently in session in New Delhi. The report has been
prepared jointly by the representatives of the Bank and the
International Monetary Fund who are attending the Conference and
covers the period February 1-29, The report is also being

distributed by the Fund to its Executive Directors.

Distribution:

Executive Directors and Alternates
President

President's Council

Executive Vice President, IFC

Vice President, IFC

Department Heads, Bank and IFC
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Interim Report on the Second Session of UNCTAD, New Delhi
February 1-29, 1968

Prepared by the Fund and Bank Representatives

March 5, 1968

Lz Plenary

The Conference was inaugurated on February 1, 1968, by Mrs. Indira
Gandhi, the Prime Minister of India, in the newly-built Assembly Hall of
the Ashoka Hotel, New Delhi. Thereafter, the Conference moved its Head-
quarters to Vigyan Bhavan. It elected as its President the representa-
tive of the host country, Mr. Dinesh Singh, Minister of Commerce. The
plenary sessions allowed ministers and other high officials of all the
member countries, as well as leaders of international, intergovermmental
and certain nongovernmental organizations, to state their policy views.

The Secretary-General of UNCTAD, Dr. Raul Prebisch, submitted his
report to the Conference on February 2. His central theme was the need
for the elaboration of a global strategy of development. The Secretary-
General of the United Nations was unable to attend the inauguration (Shid
the Conference due to the events in North Korea. He spoke on February 9.
In his address, he pointed out that the lack of progress since UNCTAD I
was perticularly difficult to accept in the light of the success which
accompanied the negotiations connected with the Kennedy Round and
international monetary reform. The reason for this failure was that
the developed world continued to regard its economic relationship with
the LDC's as a one-sided affair in which concessions are granted and
not received, although it could be said that both in the field of trade
and aid the developed countries benefited from their cooperation.

Mr. Woods addressed the Conference on that same day, February 9.
The text of his speech was circulated to the Executive Directors of the
Bank under cover of SecM 68-24 dated February 9, 1968. The representa-
tive of the International Monetary Fund spoke on February il (the text
of his statement is attached as Appendix I). The Conference also heard
statements by the United Nations Under-Secretary for Economic Affairs,
the Director-General of FAO, the representatives of UNDP, OECD, EEC, the
regional commissions of the United Nations, the regional development
banks, and various intergovermmental organizations.

The ministers representing the developing countries elaborated on
one or another point of the Algiers Charter under its three main head-
ings: Commodity Problems and Policies, Exports of Manufactures, and De-
velopment Finance. They mostly stressed the importance of buffer stock
Tinancing, the introduction of generalized preferences and the need for
more aid, in particular through multilateral ingtitutions. They mostly
supported supplementary finance. Some advocated that tied aid should be
repaid with tied exports. The creation of several new funds was proposed:



o diversification fund "from existing Bank resources" (Yugoslavia), an
interest-equalization fund (Israel), a research fund for primary Ccommo-
dities (India). Finally, the role of private investment was mentioned
by scme speakers.

Speakers on the ministerial level of the more important donor coun-
tries were Messrs. Debré (France), Schiller (Germany), Zagari gltaly),
Siina (Japan), Lange (Sweden), Jolles (Switzerland), Crosland (United
Kingdom) and Rostow (United States). In addition to general statements
on problems of development and their countries' contributions to a solu-
tion of those problems in the fields of aid and trade, representatives
of the developed countries dealt also with specific issues of particular
interest to the Conference as follows:

(2) Commodities. This is one of the main items of the Conference.
References to the joint Bank/Fund study commissioned at the Rio meetings
were made by several ministers.

(b) Preferences. All donors concurred in the agreement reached
within the OECD on the principle of preferentisl treatment of exports of
manufactured and semimanufactured goods from developing countries, al-
though it was pointed out that there were problems which remained to be
settled, such ag the future of existing preferences, product coverage,
and exceptions and safepguard clauses.

(c) Financing. While the stagnation of the aid effort was a cen-
tral theme of the representatives of the developing world, scme donors,
i.e. Germany snd Sweden, and the Netherlands, promised some increase in
their future contributions.

The great majority of the donors amnnounced an intention to increase
their contributions to IDA resources by sixty per cent. DMost donors
made reference to supplementary financial measures (8FM), generally in
more or less constructive terms, while recognizing that there are still
problems and that further discussions will be needed. France, Japan end
the United States did not refer to SFM at all in Plenary. The references
to aid matters by some, in particular by Sweden, Canada and the Nether-
lands, were encouraging. Seversl references were made to international
monetary problems, including the introduction of Special Drawing Rights.

The statements by representatives of the socialist countries were on
familiar lines. They mentioned the need for the elimination of restric-
tions on East-West trade and the admission to UNCTAD of Eastern Germany,
North Korea, North Vietnem, and Mainland China. The U.5.8.R. pledged to
continue its policy of extending credits to the developing countries.

Tt was willing to conclude commodity stabilization agreements and to ex-
Plore other forms of cooperation provided that the developing nations
were ready to grant socialist countries conditions no less favorable
than those granted to other countries.

Political problems arose in the course of the Plenary in connection
with Cuba, Israel and South Africa.



2. End February position

It can be said that at the mid-way point of the Conference, no ten-
gible progress has been recorded except for consultations on shipping.
For the most part the proceedings of all Committees and Working Groups
consisted of general statements by delegates of their government's views.
These general statements did not carry the subject matter further than
the position at the start of the Conference and proved very time consum-
ing. The developing countries based their statements essentially on
the proposals contained in the Algiers Charter. The developed countries
generally did not appear to regard the Algiers Charter as being o sulfi=-
ciently realistic starting point for negotiations. To accelerate recon-
ciliation on a wide veriety of issues so-called "Contact Groups" were set
up. Even these Groups are fairlylerge owing to the need for balanced
geographic representation. Apart from shipping, no progress has been
made so far in any of these Contact Groups. Even the Contact Group of
Committee II on preferences, the first to be set up, seems to have reached
e stalemate. It is evident that the real work of the Conference still
remains to be done.

B OQrganization of the Conference

President: Dinesh Singh, India, assisted by 27 Vice
Presidents
Rapporteur: Jose Antonio Encinas del Pando, Peru.
Committee I (Commodity Problems and Policies):
Chairman: Djin Monar Gueye, Senegal
Vice-Chairman: Vladimir Rudolf, Czechoslo-
vakia
Rapporteur: Yeo Beng Poh, Malaysia
Committee II (Expansion and Diversification of Exports of

Manufactures and Semimanufactures of Developing
Countries):

Chairman: K.W. Ryan, Australia
Vice-Chairman: Christopher Musoke, Uganda
Rapporteur: Akhtar Mahmood, Pakistan

Committee ITT  (Growth, Development Finance, and Aid):

Chairman: Jacob Everts, Netherlands
Vice-Chairman: Lal Jayawardena, Ceylon
Rapporteur: Jose Antonio Palacios,

Guatemala



Committee IV

Committee V

Working Group I

Working Group II1

Working Group III

L., Comaittee I

(Problems of Devdoping Countries in Regard
to Invisibles Including Shipping):

Chairman: Luiz Paulo Lindenberg Sette,
Brazil

Vice-Chairman: Krzysztof Dabrowski, Poland

Rapporteur: 0. Heyman, Sweden

(Trends and Problems in World Trade and
Development) :

Chairman: Janos Nyerges, Hungary
Vice-Chairman: Erich Schmid, Austria
Rapporteur: Mohamed Zaki Shafei, United

Arab Republic

(World Food Problem and Transfer of
Technology) :

Chairman: Domingo Senta Maria, Chile
Vice-Chairman: Petre Tanasie, Rumania
Rapporteur: Jens Kristensen, Denmark

(Trade Expansion and Economic Integration
among Developing Countries and Specilal
Measures for the Least Developed Countries):

Chairman: M.H.A. Cnitiri, Nigerie
Vice-Chairman: R. Navaratnam, Malaysia
Rapporteur: M.D. Laloux, Belgium

(Special Problems of the Land-Locked
Countries):

Chairman: Mohammad Ali Aghassi, Iran

Viece-Chairman: Vladimir Pavera, Czechoslo-
vakia

Repporteur: Albert Mohate, Lesetho

Committee I was set up to consider the agenda item "Commodity Pro-

blems and Policies", with the following subitems:

(a) General discussion

on the main elements of commodity policy; (b) Basic principles and guide-
lines for pricing policy designed to achieve the highest possible receipts
from export of primsry commodities; operstion and financing of buffer
stocks; (c) Role and financing of diversification programs; problems
erising from the developuent of synthetics and substitutes; (d) Program
for liberalization and expansion of trade in commodities of interest to

developed countries.
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As of this date, the Committee has completed the discussion of
items (a) to (c) of its agenda. It has also set up a 23 member Contact
Group consisting of representatives from the developed, developing, and.
socialist countries, to start negotiations on possible points of agree-
ment.

In the general discussion, suggestions by the Secretariat concerning
the general supervisory role of UNCTAD in all commodity matters drew com-
ments from some developed member countries. While recoghizing that UNCTAD
was a proper forum for discussion of all commodity matters, they stressed
the very useful role played by the FAO study groups and by the Commodity
Councils and questioned the need for UNCTAD to exert control over informal
commodity agreements such as those reached by the FAO study groups on jute
and hard fibres. Such informel agreements had their own advantages over
more formal approaches and could be extended to other products. There
was, however, general agreement that an annusl review of progress in the
field of commodity stabilization and other arrangements should take place
in, and be organized by, UNCTAD. A Secretariat proposal to establish a
set of principles end guidelines for commodity agreements was opposed by
developed countries and was not considered a priority subject by develop~-
ing countries.

Almost all speskers expressed regret that the Cocoa Agreement had
failed to materialize and requested a prompt resumption of consultations
with a view to recaonvening the Cocoa Conference at the earliest possible
date. A timetable for future discussion on specific commodities is under
consideration and the developing countries have included cocoa, sugar,
oilseeds, oils and fats, natural rubber, hard fibres and jute in their
draft action program.

Discussion on pricing policy centered around the four points made
in the Algiers Charter, that "the main objectives of pricing policy
should be: (i) elimination of excessive price fluctuations; (ii) the
highest possible earnings from the exports of primary products; (iii)
maintenance and increase of the purchasing power of the products exported
by developing countries in relation to their impecrts; and (iv) that deve-
loped countries undertake to assist in achieving more stable aznd higher
prices for unprocessed and processed commodities from developing countries
by applying adequate domestic taxation policies.” While developed coun-
tries had no objection in principle to the first two objectives, some of
them questioned the validity of the third objective, warning against the
stabilization of prices at levels which would discourage consumption or
encourage the production of synthetics and substitutes. On the fourth
principle, a small number of developed countries stated that they were
in favor of steps to liberalize commodity trade but in general their com-
ments were inconclusive.

On buffer stock operations and financing, developing countries re-
cognized that buffer stocks were only one among various techniques of
market stabilization. When such a technique was appropriate, interna-
tional financial institutions should participate in the prefinancing of



buffer stocks. This point was repeated by each speaker from the Group

of "7T" with some variants, such as a suggestion that buffer stocks should
be financed by grants from the IBRD and the IMF, or that the IMF should
provide regular financing, as well as prefinancing, for buffer stocks.

A small number of speakers suggested that consideration be given to
modifying the statutes of international financial institutions in order
to enable them to provide finance directly to buffer stocks agencies.

The Chairman of the International Tin Council stated that it would be
more effective and more economical to finance buffer stocks through a
central international agency.

The great majority of developed countries avoided reference to the
specific role that the Fund could play in the prefinancing of buffer
stocks but mentioned the relevance of this matter for the Bank/Fund study.
Three representatives took the view that the Conference should withhold
judgment on this question until the results of the IBRD/Fund commodity
study agreed to at Ric last September became available. The U.S8.5.R.
expressed doubts sbout the regulatory function of puifer stocks; in its
view buffer stocks were only of limited use, and stress should be laid
on long-term bilateral trade agreements giving assurance of access to
markets for a known volume of production at defined prices.

Most developing countries emphasized that the managers of buffer
stocks should be allowed to intervene, both in the spot and Torward
markets., While three developed countries were sympathetic to this view,
one was opposed, and one considered that the need for such an interven-
tion should be decided on a case-by-case basis.

The idea of a cenmtral fund to be created for the financing of ex-
isting and future buffer stocks was opposed by several developed coun-
tries. The creation of a central fund is not included in the Algiers
Charter, but several speakers from developing countries advocated the
need for such a scheme though not in a coordinated manner. Mention was
made of an international bank for buffer stock financing, an international
commodity fund to support and stabilize prices and to finance diversifi-
cation, and an international stabilization fund whose resources would be
provided by producers, consumers, and international financial institutions.

After concluding consideration of buffer stock operations and finan-
cing and of pricing policy, Cormittee I started discussion on the pro-
blems arising from the competition of synthetics and substitutes. The
developing countries repeated the arguments set forth in the Algiers
Cnarter and expounded in the Secretarist document (TD/8/8upp.1). The de-
veloped countries took the view that these problems were largely owing
to technological progress and that nothing could or should be done to
stop or to slow down that progress which, to some extent, was also bene-
ficial to developing counmtries. The solution was to be found in increased
productivity, trade promotion and research for new uses of raw materials
and in the diversification of production. A proposal by India to create
a special fund under the auspices of the UNCTAD, to expand research in
the development of new uses for natural products, received wide support
from developing countries.



The Cormittee devoted one meeting to the consideration of the report
of the third session of the Study Group on Oilseeds, Oils and Fats, held
at FAO headquarters in Rome, from February 12-13, 1968. The report men-
tions compensatory srrangements financed by levies or by budgetary funds
as a possible technique of market stabilization for this group of pro-
ducts. The discussion was short and dealt only with procedural matiers.
The six delegates from developing countries who spoke proposed thet UNCTAD
should set up an ad hoc UNCTAD body to deal with oilseeds, oils and Tats
without prejudice to the work to be pursued by the FAQ study group itself.
However, this matter is not yet settled.

With respect to diversification, the developing countries generally
followed the suggestion made by the UNCTAD Secretariat that high priority
be given by existing sources of development finance, including the 1BRD,
to supporting the diversification plans of those countries faced with
acute diversification problems. They also favored the establishment of
specific diversification funds within the framework of an international
commodity agreement, as in the case of coffee, and of a central diversifi-
cation fund. All the developed countries rejected the suggestion of diver=-
gification funds, although they supported the principle of including such
funds in specific commodity arrangements, as in the case of coflee.

The socialist countries generally supported the Algiers Charter, but
expressed their preference for long-term bilateral agreements as a solu-
tion to commodity problems. They also emphasized trade liberalization
and better access to the markets of the developed market-econcuy coun-
tries for exports of all primary producers.

Numerous references were mede to the Benk/Fund study commissioned
at the 1967 Annual Meetings. Both developing and developed countries ex-
pressed the hope that it would contribute to a golution of present commo-
dity problems. France and a number of developing countries asked that
the study be transmitted to UNCTAD. In response to invitations from Com-
mittees I and ITI, the Bank znd Fund representatives outlined the position
regarding the studies on commodity price stabilization following the Rio
resclution, with an indication that the staffs were aiming to have reports
prepared in time for consideration by the Boerds of Governors at the next
Annual Meeting. (The statements are attached as Appendices II and ITI.)

A resolution introduced by France has not yet been considered either
in Committee or in the Contact Group. It deals with the Bank/Tund study
and with consultations to be initiated with a view to fostering the
framing of international arrangements on specific commodities. The text
of this draft resolution is reproduced in Appendix TV.

5 Committee IL

Cormittee II is in charge of agenda items relating to the exports of
manufactures and semimanufactures of developing countries to developed
countries. The Committee's agenda consists of three toples: (a) Prefer-
ential or free entry of exports of manufactures and semimanufactures of
developing countries to developed countries; (b) A program for the



liberalization and expansion of trade in menufactures and semimenufactures
of interest to developing countries, and (c) Measures for the promotion,
expension and diversification of exports of manufactures and gsemimanufac-
tures. The Committee has completed examination of the first of these
items. Discussion was based on two documents, the Algiers Charter (Part II,
Section B) and the Report of the Special Group of OECD on Trade with the
Developing Countries. The first document lists the demands of the LDC's.
The sccond sets out the position of the developed countries in regard to
the general principle of a system of temporary nondiscriminatory, nonreci-
procal, degressive general preferences for the export of manufactures and
semimanufactures from developing countries. The following arve the main
points emerging from the discussion:

is Product coverage

The developing countries criticized the OECD report for not in-
cluding processed and semiprocessed agricultural products in the initial
list of products to be covered by the scheme. They drew attention to the
fact that such products accounted for 20 per cent of the exports of manu-
factures and semimenufactures from the developing countries, and that such
products were especially important if the least advenced developing coun-
tries were to benefit from the system. The developed countries stated
that the phrase "other products on a case-by-case basis'in the OECD re-
port was not intended to preclude the inclusion of processed and semipro-
cessed agricultural products in a scheme of preferences. The main pro-
blem was that they had not had sufficient time to consider the guestion
of agricultural products in detail.

ii. Duration of the preferential scheme

In their report, the OECD countries had stressed that the scheme
was to be temporary and degressive, and suggested a duration of ten years,
subject to review toward the end of the period to decide whether the
scheme should be continued, modified or sbolished. In the Algiers Charter,
the Group of "77" had suggested an initial period of twenty years. The
developing countries, supported by several developed countries, urged
that the scheme should last as long as was necessary to achieve its ab-
jectives and, in particular, to facilitate investment in and export from
the developing countries.

iii. Extent of preferential duty reductiors, safeguards and adjust-
ment measures

There was general agreement that a system of preferences would
have to include a safeguard mechanism. Differences of opinion, hcwever,
srose as to how and under what conditions the safeguards could be invoked.

The developing countries expressed concern that the 1ist of exesp-
tions in the scheme might become too long. They suggmested that protec-
tion by means of safeguard measures was preferable to gb initio protec-
tion through a system of exceptions. They also considered that duty-
free entry was more desirable than reduced duty treatment.



The developed countries said that it had not been possible for them
to choose between tariff quotas and escape clause action. They agreed
that the list of exceptions should be kept assiort as possible and added
that for a number of reasons, escape clause action was bound to be in-
voked sparingly in the system of preferences.

iv. Special provisions for the least advanced developing countries

The Committee appeared unenimous in feeling that specizl mea-
sures should be introduced to enable the least advanced developing coun-
tries to secure a fair share »f the benefits accruing from a system of
general preferences.

The developing countries emphasized again that unless processed and
semiprocessed agricultural products were included in the system, the least
advanced countries would not derive immediate advanteges. They also said
that, to the extent possible, the escape clause should not be applied to
less competitive exports of the least developed countries. Finally, they
proposed that the developed countries and international financial institu-
tions provide technical and financial assistance to the least advanced
countries to encourage their export industries.

The developed countries said that, in a case-by-case examingtion of
processed and semiprocessed primary products, the special interest of the
least developed countries could be taken into account. Further, in re-
gard to the duration of the system of preferences, the developed countries
should maintain a flexible attitude, and decisions concerning escape
clause action should be taken with due regard to the situation in those
countries. Some developed countries, however, stressed the need to define
the term "the least advanced countries," before any decision could be
made on the special measures to be taken in their Tlavor.

V. Existing and reverse preferentisl arrangements

A majority of the Committee esgreed that the general preference
system should ensure at least equivalent advantages Tor the developing
countries which, at present, enjoyed preferences in certain developed coun-
tries. It was nevertheless recognized that at the present stage of the
discussion it was impossible to say exactly how far the general systen
would be capable of providing such advantages.

Most developed, developing, and socialist countries favored the abo-
lition of reverse preferences granted in the markets of some developing
countries to some developed countries, while France, supported by some
African countries, thought that they were of secondary importence end
should be settled among the developed countries themselves.

vi. Other elements in the general system of preferences

Because of the shortage of time, and pressure to arrive at
some agreement in the "Contact Group’on the basic issues which were dis-
cussed earlier, the Committee decided to consider as a unit the remain-
ing elements involved in a general scheme of preferences. The exchange
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of views on these topics (i.e. institutional arrangements, rules of ori-
gin, donor and beneficiary countries, action by countries with centrally
planned economies and by developing countries, and implementation) was
very general and there was little debate. There was general agreement
that UNCTAD should supervise and review the operation of the general sy~
stem of preferences, that the rules of origin should be subject to inter-
national understanding, and that all developed and developing countries
should participate in the system.

6. Cormittee ITI

The following agenda items were taken up for discussion in the order
indicated: (a) Increasing the flow of international public and private
cepital; (b) Improving the mobilization of internal resources; and (c) Im-
proving the terms and conditions of aid, and alleviating the problems of
external indebtedness.

The representatives of the U.S.5.R. and the other socialist countries
(except Yugoslavia) repeated their familiar views that a distinction should
be made between socialist and capitalist countries in considering the scale
of their development assistance. Their own assistance was to specific
projects, and repayments were in kind, i.e. out of the output resulting
from the investments. ‘

The representatives of the developing countries generally based their
statements on the Algiers Charter. Some of them traced the background of
the aid target of one per cent and ergued that this background established
that the denominator referred to gross national product and not net national
income; in their view & separate target for official aid flows was called
for. It was not only the volume of aid but its character that was impor-
tant, i.e. whether assistance was in the form of grants or long-term con-
cessional loans, on the one hand or short-term high interest loans, on the
other.

The representative of Yugoslavia, in particular, emphasized the need
to consider the real net transfers of resources to developing countries
in view of the substantial amounts of amortization payments and reverse
capital flows, as well as interest and profit remittances, from the less-
developed countries.

Several spokesmen of developing countries recognized that the deve-
lopment of their economies was primarily their owm responsibility; about
three quarters or even more of the resources required for investment were
raised domestically. At the same time, the development process would be
facilitated by the transfer of resources from the richer countries.
Currently, in their view, the inadequacy of external resources was a
serious constraint on their development efforts.

A number of developing countries were Tacing a severe debt problem.
The proportion of debt service to gross capital flows was high. Commer-
cial credits, on rather onerous terms, as well as the tying of aid, were
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compounding their difficulties. The developing countries unanimously
urged the softening of aid terms, the regwlation of suppliers' credits,
the untying of aid, and the channeling of aid to a greater extent through
multilateral institutions.

India referred to Marshall Plan aid terms to the countries of Europe,
in particular to a special feature in the loans to the United Kingdom--
the so-called "Bisque" clause, i.e. waiver of interest payments whenever
the debtor country faced balence of payment difficulties. In India's
view such a provision would be most relevant to development finance to-
day.

The representatives of developed countries recognized the role that
external capital could pley in the development process and the need for
enlarging aid volume and harmonizing aid terms. Several spokesmen referred
to the resolutions of the United Nations and of the DAC on these matters,
generally endorsed them, and outlined the efforts of their respective
countries to move in these directions. In the course of the discussions,
the Nordic countries, Canada and the Netherlands were generally more forth-
coming end slso more forward-looking than the other donor countries. Some
regretted that the proposed IDA replenishment was not on a still larger
scale. The Netherlands hed no difficulty with the aid targets proposed
in the Algiers Charter, including a separate target for official aid.
France referred to a real crisis in the volume of assistance, and was of
the view that the aid target was serving a useful purpose.

Several representatives of donor countries said that they could not
accept gross national product as the denominator for the aid target. They
attached particular importance to the role of private investment. The
United States urged that studies be undertaken in depth on the rights and
obligations of investors in recipient countries, as well as on the conse-
quences of direct private foreign investment.

A number of representatives of donor countries emphasized the import-
ance of domestic resource mobilization. Such domestic effort, as well as
the effective use of external resources, would help to improve the climete
(political will) for aid in developed countries. As for debt problens,
they could only be dealt with on a country by country basis; it was even
more important to prevent critical situations from arising. The respon-
sibility rested with credit givers as well as with recipients. While
they generally agreed that untying of aid was desirable,in the prevailing
conditions it might result in a reduction of aid volume. The balance of
payments difficulties of some donor countries had also to be taken into
account.

There was not much comment on commercial credits per se. The United
Kingdom representative, however, said that this field required further in-
vestigation and suggested that an intergovermmentsal group might be set up
for this purpose.

Several references were mede to the World Bank Group by the represen-
tatives of developing countries in terms of the proposals in the Algiers



Charter. These questions were dealt with by the representative of the
World Bank in a statement to the Committee on February 235 (see Appendix V ).

The proposal made by Mr. Woods for a "grand assize" was accorded
considerable support in the Committee.

T Committee IV

Committee IV, on Invisibles and Shipping, held oL meetings, completed
discussion of, and adopted, two resolutions on shipping metters, and be-
gan discussion on insurance and tourism.

In the Algiers Charter, developing countries requested that specific
action be taken by UNCTAD, in collaboration with UNDP snd the regiocnal
economic commissions, to establish national and regional consultation
machinery between shippers and shipowners or their liner conferences.
Such consultation machinery would permit shippers in developing countries
to discuss matters of prime interest to them, such a8 freight rates,
liner conference practices, and adequacy of shipping services. Developed
countries, especially the large maritime nations, while agreeing on the
need to provide for such consultations, guestioned whether they should be
placed under government control; some delegates stated that the West
European consultation machinery on shipping could serve as a useful guide
for the organization of such machinery. A regsolution was tabled by deve-
loping countries inviting governments of the developed countries to take
necessary steps to establish appropriate consultation machinery. A com-
promise solution was found on the basis of a draft resolution submitted
by the Chairman of the Committee, which was adopted unanimously by the
Committee (see Appendix VI ). It recommends: "That the Governments of
member States of UNCTAD should urge liner conferences ... to recognize
shippers' councils ... and cooperate in the esteblishment and effective
functioning of appropriate consultation machinery.”

On the question of the level and structure of freight rates and con-
ference practices, developing countries complained that the services of
the present liner conferences were detrimental to their interests, that
freight rates were not related to transportation costs, and that the de-
cisions of liner conferences on freight rate increases were kept secret.
The Secretariat was asked to undertake detailed studies on the fixing of
freight rates and liner conferences' practices. A draft resolution on
that matter was submitted by the Group of “77". It calls for a reduc-
tion in freight rates, a better spread of information, the right of
shipping lines of developing countries to participate in the delibera-
tions and decisions of conferences, technical assistance and further
studies. This resolution is still being discussed in the Contact Group
of the Committee.

The question of the establishment and expansion of merchant marines
in developing countries also gave rise to divergent opinions. The im-
provement of shipping services, an equal voice in liner conferences, and
contributions toward regional economic integration, were given as examples
of the benefits that developing countries expected to derive from the ex-
pansion of their merchant marines. Developed countries expressed doubts
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as to whether the establishment of national merchant marines would be

the best way of solving the alleged difficulties faced by the developing
countries in the field of shipping. They emphasized that this matter had
to be considered on a country by country basis after completion of full
feagibility studies.

International shipping legislation occupied six meetings of the Com~
nmittee. Developing countries recalled the provision included in the Al-
giers Charter that, "UNCTAD II should include international shipping le-
gislation in the work program of the Committee on Shipping." They argued
that despite the multiplicity of international or intergovernmental or
private organizations dealing with maritime law, and the variety of legal
instruments in force, there remained large geps in the existing legisla-
tion on matters of direct interest to developing countries, such as char-
ter parties, bills of lading, marine insurance, and navigation in terri-
torial waters. There was also a need for a uniform interpretation of ex-
isting conventions. The socielist countries felt also that UNCTAD should
play a coordinating role in the field of shipping legislation and of mari-
time law.

Developed countries expressed a preference for relyinz on existing
legal practices and institutional machinery, which had proved gquite ade-
quate for the formulation and adoption of new legal instruments as and
when needed. Furthermore, the United Nations Commission on International
Trade Lew (UNCITRAL) had just been created by the General Assembly to
work on over-all harmonization and unification of the law of international
trade including shipping. The Secretariat endorsed this view. However,
the possibility of a standing committee on international legislation on
gshipping is under consideration.

The last part of the Committee's work on shipping was devoted to a
progress report on studies by the Secretariat on port development and im-
provement. The Secretariat indicated studies were focussed on the opti-
mum wtilization of ports. Developed countries and socialist countries
stated their readiness to continue to cooperate in those studies and to
give technical assistance and training in the field of port operation
and cargo movement, Representatives of some developing countries sugges-
ted setting up a special fund for port development and modernization,
and urged existing international institutions (IBRD, IDA and regional de-
velopment banks) to take a greater interest in this matter.

During the last week under review, Committee IV began consideration
of insurance and tourism. Secretariat papers were circulated dealing
with the division of responsibility among the United Nations Secretariat
units concerned with insurance questions, and the activities of the De-
partment of Economic and Social Affairs in the field of tourism. Discus-
sion is 8till going on in the Committee.

g, Committee V

Committee V, which was set up to consider agenda items under "Trends
and Problems in World Trade and Development", has held 12 meetings and has
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discussed two agenda items: steps to achieve a greater measure of agree-
ment on principles governing international trade relations and trade po-
licies conducive to development; and trade relations among countries
having different economic and social systems, including problems of East-
West trade, paying attention particularly to the trade interests of de-
veloping countries and taking into account work in this field by other
United Nations organs, including the regional economic commissions.

In regard to the first of these items, developing countries voiced
disappointment that the General and Special Principles adopted at UNCTAD T
had remained largely unimplemented, although some progress had been made
in the partial application of the principles of nonreciprocity in the
Kennedy Round, and changes had occurred in the attitude of some developed
countries with respect to the question of preferential treatment of manu-
factures and semimanufactures exported by developing countries. They
urged that the Conference examine ways to implement the Principles adopted
at UNCTAD I and to expand them.

Developed countries, on the other hand, took the position that the
Principles adopted at the first Conference contained certain limitations
not only as to their content and coverage, but also as to their acceptabil-
ity to govermnments, particularly those to which some of them were addressed.
They commented that the Conference should consider drafting a new set of
principles with a view to achieving the broadest possible measure of agree-
ment. Doubt was also expressed by some developed countries as to whether
the expansion of trade and economic growth of developing countries depended
on the adoption of a set of general principles.

On the question of East-West trade, the discussion was largely an ex-
change of views between the developing and the socialist countries. It
was noted that, despite a rapid expansion in recent years, the wvolume of
trade between these two groups remained small, and that only a few deve-
loping countries realized the benefit of the increased trading opportuni-
ties with the socialist countries. Developing countries expressed the
view that the conclusion of bilateral trading arrangements with the so-
cialist countries had helped to maintain a reasonable degree of stability
in the volume and prices of the export of primary commodities. It was
felt that the expansion of trade between the developing and socialist
countries would be facilitated further if certain new measures were
adopted by the latter. Some of the measures mentioned were the following:

e The margin in the socialist countries between the import and sales
prices of goods from the developing countries should be reduced to
stimulate the consumption of these products;

2 The socialist countries should offer preferential access and pre-
ferential tariff treatment to imports from developing countries which
are no less favorable than those offered by developed market econonmy
countries;

D Greater flexibility should be introduced in the multilateral trans-
fer of bilateral balances;
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L. The socialist countries should endeavor to increase imports of
primary products from developing countries whenever these com-
modities are available at competitive prices;

Se In their economic plans, the socialist countries should systemati-
cally reserve a certain share of their markets for imports of manu-
factured and semimanufactured goods from developing countries;

6. The socialist countries should provide capital to finance private
and public projects in developing countries and accept repayment
in the form of commodities which are produced by these projects;

e Socialist countries should refrain from reexporting goods imported
from developing countries without the consent of the latter.

Several socialist countries remarked that their economies were be-
coming more foreign-trade oriented and if their imports of capital goods
from developed countries inecreased, this would help enlarge their markets
for imports from developing countries. In their view, more important
issues in the FEast-West trade relations were multilateralization of trade
and payments between industrially advanced socialist and developed market
economy countries; application of the most-favored-nation clause in East-
West trade relations; abolition of gquantitative restrictions and other
discriminatory practices by developed market economy countries and deve-
loping countries applicable to imports from the socialist countries; and
joint ventures by socialist and developed market economy countries in de-
veloping countries.

9. Working Group I

Working Group I (55 members) was established during the second week
of the Conference to consider two agenda items: world food problems and
the transfer of technology. Starting on February 25 it held four meet-
ings under the Chairmanship of Mr. Domingo Santa Maria (Chile). Mr.
Ojala, Director of the Commodities Division of FAO, made an introductory
statement highlighting the main features of the world food situation.

The points discussed so far include: (i) domestic measures to be
taken by developingz countries to increase food production, including
pricing policies and the production of farm inputs; (ii) aid to foster
agricultural producticn, including fertilizers, pesticides and farm ma-
chinery; (iii) food aid; and (iv) protectionist agricultural policies of
some developed members and their adverse effect on exports from develop-
ing countries.

Discussion is going on and four more meetings are to be devoted to
this subject.

10. Working Group IT

Working Group II, consisting of 55 members, was established on
February 14 to consider two agenda items: trade expansion and econcmic
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integration among developing countries, measures to be taken by develop-
ing and developed countries--including regional, subregional and inter-
regional crrangements, special measures to be taken in favor of the least
developed among the developing countries aimed at expanding their trade
and improving their economic and social development. The Group held
eight meetings during the last two weeks of February and heard state-
ments from several national delegations and regional organizations on
the two major topics under the first of these items, i.e., review of
progress made and problems encountered in regard to trade expansion and
integration among the developing countries, and international support
action in the fields of commercial, financial and technical assistance.

Representatives of regional organizeztions, in describing briefly
the history and accomplishments of their respective organizations, drew
attention to some of the more common difficulties encountered in regional
integration: a lack of adequate infrastructure; high tariff barriers
against trade between countries in the region; fear of unemployment re-
sulting from trade liberalization; existing preferential ties between
some of the developing and some developed countries; inadequacy of re-
serves to take care of potential balance of payments difficulties arising
from regional trade liberalization; and lack of external sources of funds
to finance regional investment programs.

Developing countries emphasized that trade expaension and economic in-
tegration smong developing countries could make a useful contribution to
their economic growth and urged that developed countries provide finan-
cial support and technical assistance to individual developing countries
or regional groups encountering difficulties in the process of integra-
tion. Reference was also made to the useful role which regional payments
arrangements could play in the promotion of regional trade and to the fi-
nancial contribution and technical assistance which the IMF could provide.

Developed countries expressed the view that trade expansion on 2
regional basis should not adversely affect the export opportunities of
third countries (which were most likely to be developing countries). On
the question of regional payments srrangements, some developed countries
commented that, although such arrangements might assist the flow of re-
gional trade, there were equally important problems deserving of atten-
tion, e.g., improvement of infrastructure and coordination of investment
programs on a regional basis. All developed countries, however, gxpressed
their willingness to support a resolution drafted in the Working Group,
inviting them to assist developing countries in their regional integra-
tion efforts. During the meeting on February 29, the observers from the
IMF and the IBRD delivered statements on this subject.

11l. Working Group III

Working Group III, consisting of 34 mewmbers, held two meetings to
consider special problems of the land-locked countries. General state-
ments were made by several developing countries concerning the special
transportation problems faced by the land-locked countries and the need
for concerted international action to alleviate them.
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12. Organization

The accommodation and transportation arrengements of the Govern-
ment of India have worked out very smoothly. The organization of the
Conference had been studied thoroughly in advance and for the firs?
two weeks there were no difficulties. The five Committees were pro-
vided with full serviecing, i.e., interpretation and summary records;
the Working Groups were provided with interpretation only. As the
number of Committee meetings rose sharply, additional teams of precis
writers and interpreters had to be introduced to cope with the increased
workload. But the main problems were with other meetings, including
those of the geographical groups and Contact Groups, which rose from
six in the first week to 79 in the fourth week. By the end of February,
there were about 100 separate bodies functioning and, in the words of a
Conference paper, the Conference had "assumed proportions larger than
the General Assembly itself." Emergency measures were proposed to pre-
vent the Conference from stultification through further proliferation
of bodies and their meetings.
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tddress by Mr. Fdgar Jones, Director, International Monetary
Fund Office in Geneva and Head of Fund Dclegation to the Secoud
Session of the United Nations Confer=znce on Trade ard Develonment, New Delhi

February 13, 1968

Mr. Chairman:

The Manaeging Director of the International Monetary Iund greatly
regrets that he is unsble to be here at the Conference. Mr. Schweitzer's
regret is, however, tempered by the knowledge that his duties in Washlngtonm,
especially in regard to intermational monetary issues, are very closely
related to the objectives for which this Conference was convened and more
particularly to sgenda item 12.

The first UNCTAD session held in Geneva four years sgo stimulated
wide interest in the prospects of overccming the persistent problems con-
fronting so many rations in their efforts to expand their trade and to
attain a satisfactory rate of growth. By now UNCTAD is well established
as a forum for the discussion of these problems and of possible ways of
resolving them. The discussions which have taken place since the first
conference, and which the Fund has followed closely, have helped clarify
the problems and identify issues but progress meanwhile in improving the
economic situation of developing countries has been disappointing. The
impedimente to progress are well known, population pressures on Bcarce
resources, inflationary trends, continuing balance of paymenis difficulties
and their accompanying constraints, underemployment cf labor and under-
utilization of other resources and these need not be elaborated. Inter-
national efforts to overcome them have not been as vigorous or as gus-
tained as had been earlier hoped. It is evident that there 1g a need for
an appreciable increase in the annual transfer of real resources to the
developing countries. This need in large measure will have to be met
through official grants and loans that will help such member countries
gtrengthen their balance of payments situations on an enduring basis.
This fact is made abundantly clear in numerous UNCTAD documents and is
borne out by tiuec Fund's own intimete experience of the economic probleme
of its member countries which are in the developing stage.

There is & need for an intensified and concerted international
approach toward the removal of the remaining obstacles to the expansion
of trade and development. In this connection the report of the Secretary-
General of the UNCTAD to this Conference is a timely and important docu-
ment. The role of the Fund in global efforts to create conditions con-
ducive to the expansion of trade and development is well known to devel-
oping country members represented at this Conference. Our operations and
policies cover both the special problems of each of the 107 member coun-
tries and more general problems including that of improving the structure
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and stability of the international monetary system. In connection with
the latter, the plan to set up international machinery for creating a
supplement te existing reserve assets as the need arises is bound to
fecilitate whatever program of action is decided upon by this Conference.
I shall refer later to this scheme.

Since the establishment of UNCTAD, the Fund has cooperated with the
Secretariat, with the Trade and Development Board, and with the Board's
four committees and specialized bodies. A short time ago a mission, com-
posed of representatives of the countries which attended the meeting in
Algiers, visited Washington. Our talks with them gave the Fund further
insight into some of the problems and attitudes of the developing countries.
In March 1967, when discussions on international liquidity were in an
active but not yet final stage, the Fund's Executive Directors exchanged
views with Dr. Prebisch and some members ef the Expert Group on Inter-
national Monetary Issues. The Fund looks forward to continuing such close
collsboration with UNCTAD on those subjects in which the Fund has a direct
interest and responsibility.

Mr. Chairman, the Fund is providing the Conference with copies of 1ts
Annual Report for 1967 to supplement the tasic documentation. Delegates
may be interested in more up-to-date information on the Fund's operations.
In 1967, the twenty-second year of the Fund's existence, drawings made on
the Fund amounted to $835 million. Owing to substantial repayments net
drawings outstanding declined from the peak of $5.1 billion reached in
mid-January 1967 to $4.5 billion at the end of the year. Twenty-nine of
the Fund's members, mostly developing countries, cbtained the Fund's
financial assistance in 1967. Some of those drawings were made under the
Fund's facility for the compensation of export fluctuaticns. Since that
facility was revised in September 1966 eleven countries--Burma, Ceylon,
Colombia, the Dominican Republic, Ghans, Haiti, Iceland, Indla, Iraeq,

New Zealand and Syria--have benefited from it; by the end of 1967 drawings
under the facility totaled $220 million.

During 1967 the amount available to members under stand-by arrange-
ments with the Fund increased from $365 million in 1966 to $1.8 billion,
of which the major part represented an arrangement entered into by the
United Kingdom to support the new par value for the pound sterling. After
the sterling devalustion last November, fifteen other members adjusted
their exchange rates after consultation with the Fund. It is a source of
great satisfaction to us that the adjustments in exchange rates following
the devaluation of sterling were limited in mumber and were conducted in
en orderly manner in accordance with the relevant provisions of the Fund's
Articles of Agreement, helping thus to minimize disruptions in international
trade and payments.

The Fund also continued its annual round of consultations with indi-
vidual members in 1967 and provided technical assistance on a variety of
problems in flelds related to the work of the Fund. These include advice
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on the preparation and the carrying out of monetary, exchange and fiscal
policies, the drafting of central banking legislation, the organization
of central banks, and the development of financial statistics. As stated
in our Annual Repcrt for 1967, and I qucte:

"The widening and consolidation of the Fund's facilitles
for providing technical assistance has reflected the growing
needs of its member countries, particularly of its newer mem=
bers who joined the Fund after becoming independent. For many
of these countries, the difficulties of achieving rapid economic
growth, the need to utilize the more advanced techniques of
financial and economic control, and the general shortage of
gkilled and experienced economic administrators pose problems
akin to those arising from the rather more widely publicized
technological gap in science and industry. In endeavoring 1o
meet the requests of its members, the Fund is providing a ser-
vice which, though narrowly specialized, 1s crucial for the
achievement of the broader aim of econcmic development."

Through its close relations with its member countries, the Fund has
become well awere of the dcmestic conseguences of fluctuations in the
foreign exchange proceeds from exports of primary products, and we have
always attached great importance to the search for means of mitigating
the adverse effects of these fluctuaiions on development efforts.

The Fund's compensatory financing facility was conceived for that
purpose, and was revised in September 1966 to take account, among cther
considerations, of statements made in UNCTAD Resolution A.IV.1T. Copies
of the relevant report have been made available to the Conference.

Policy on compensatory drawings, as on other aspects of its operatiomns,

is kept under continuing review. The Fund, of course, is aware of the
points made in this connection in the Charter of Algiers. With less than
eighteen months of cperation of the new facility it is felt, however, that
more experience is needed before contemplating any further changes in 1ts
operation.

The Fund staff has participated in all the UNCTAD Group meetings on
proposals for supplementary financial measures and is willing to continue
to cooperate in any further discussions on this subject.

At the Fund's recent Annual Meeting in Rio de Janeiro, the Board of
Governors adopted a resolution requesting the staff, in consultatlon with
the staff of the IBRD, to study the problem of the gtabilization of prices
for primary procducts, its possible sclutions, and their economic feasi-
bility. The necessary staff work is under way and it is hoped to present
a report to the Board of Governors at the 19638 Annual Meeting.
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In the Fund's discussions with member countries a growing number of
cases has been witnessed where a rising external debt service burden has
disrupted the balance of payments. This debt burden has checked needed
capital inflows, and severely impaired nr halted economic growth. In
some cases where the debt service has reached critical levels, the Fund
has been requested to advise the member concerned on ways of easing the
problems and, in response to requests from creditcr and debtor countries
has actively assisted the debtor and its crediters in negotiations
designed to alleviate the immediate burden.

The problems posed by efforts to manage external debt on an orderly
basis demand responsible action by berrowing countries, but they also
involve the acceptance of responsibilities by the capital exparting
countries; it is important that borrowers are not pressed by unreallstic
short-term conditions of repayment nr encouraged tc incur excessive short-
run obligations. Also it is important that the developed countries do not
apply measures in dealing with their balance of payments problems which
seriously impede the capital outflows so necessary for the sustained
growth of the developing countries.

The relationship between foreign exchange policies and econcmic
growth was discussed in Chapter 4 of the Fund's 1967 Annual Report. There
it is stated that: "The Fund believes that policies aimed at achieving
an enduring stability of the exchange rate at a realistic level--that is
s rate that provides adequate incentives for exports while facilitating
the maintenance of a liberal payments system--are essential to sound
economic growth." Of course, implementation of the policies mentioned
will often not be sufficient to sustain a desired rate of growth; there
are many difficulties that cannot be directly resclved by fiscal or
monetary policies alone. These difficulties relate to such matters as
project implementation, upgrading the quality and increasing the guantity
of dcmestic output, and gaining wider access to foreign markets feor
traditional experts and new export preducts. Nonetheless, without a
realistic exchange rate supported by appropriate domestic policies, the
attainment of a satisfactory rate nf economic growth will prove to be
most difficult.

At the Annual Meeting of the Fund's Roard of Governors in Ri¢ de
Janeiro, the Board approved the Outline for a Facility Pased cn Special
Drawing Rights in the Fund. In the many discussions and studies pre-
ceding this action, the views of UNCTAY and the Group of Experts on
International Monetary Issues were fully considered and those views
helped influence the presentation ~f such questions as the universality
of the scheme and the choice of quotas in the Fund as the basis for the
allocation of drawing rights.

Tt is now accepted that the special drawing righte will be avail=-
able to all Fund members on a nondiscriminatory basis. They will be
allocated among members according to Fund quotas. Participants will be
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able to use their new rights freely, withcut policy conditions of any
kind, but will be expected to do so only if they have a balance of pay-
ments need. All members will be fully represented in the making of the
decisions as to the creation or the cancellation of special drawing rights.

Work is proceeding on the necessary amendments to the Fund's Articles
of Agreement and when those are approved by the Board of Governors and
subsequently ratified by three fifths of the Fund's member countries hav-
ing four fifths of the total voting prwer, a mechanism will exist that

mey be activated as needed to counter any global insufficlency of re=
EEerves.

As in the past we shall follow closely the proceedings of the Ceon-
ference for there are many items on the agenda of direct interest tc the
Fund. We stand ready to participate and cooperate on all discussicns
where the Fund can be of assistance. We in the Fund offer our best wishes
for a successful session.
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Statement by Arthur Karasz, Head of the Delegaticn of the
Tnternational Bank for Reconstruction and Development, to
Committee I at the Second Session of the UN Conference

on Trade and Development, New Delhi

March 1, 1968

Mr. Chalrman:

I would like to be allowed to discuss two interdependent subjects
in this statement; in the first part ~f this statement, which will be
very short, I wnuld like to clarify some elements of the prcblem .cof di-
versification as related tn the commodity problem in general; in the
second part, I would like to inform the Committee about the present
status of the study being prepared in the Bank on the basls of the so-
called Rio Resolution.

We have listened with great interest to the discussion in this
Committee of the commodity problem. So far, the Bank's approach to
its solutlion has been through assisting the diversification of the
economies of the developing countries. Indeed, diversification is of
paramount importance for all countries having a2 dependence on primary
commodities, and we agree with the view that it is needed even in coun-
tries which have a high per capita income but derived frcm the export
of a single commodity. DBut diversification is a complex and leng-term
problem. It seems to me not to be eppropriate at this stage to go into
the discussion of the econcmics of the process. I think, however, it
will be useful that I state also in this Committee that the Bank 1in its
existence of over twenty years has conkributed te diversificaticn by
using most of the amount of over $10 billion it has lent for improving
the economic infrastructure of its members.

The Bank is particularly well placed in view of its wide field of
action and its cooperation with institutions like FAO to watch for the
necessary harmonization of diversificatlon programmes to which the
seeretariat has rightly called attention, that 1s to aveid diversifica-
tion away frem surplus product inte the production of another surplus
commodity. The Bank is also cooperating with the ICC, and some other
international institutions, to study possibilities of further coopera-
tion on thls subject.

Now to turn to my second subject. As the Committee very well knows,
the Bank is presently engaged in a major review of the entire problem of
commodities: on the basis of the Rio Resolution of last September, whose
text has been cireculated in Committee ITI as Document TD/I1/C.3/L.%, the
Bank and Fund staff have started werk, a very intensive work indeed, on
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the question put to them in Rio: we were requested to examline the pos-
sibilities of Bank Group assistance to commodity stabilization schemes
should adequate resources be available.

The work is now in progress and the intention is to complete 1it,
if possible, early emdugh to permlt its consideration by the Gevernors
of the Bank at the Annual Meeting tn take place next October. I am in
complete agreement with the statement made by the distingulshed rep-
resentative of IMF that it is quite impossible tn predict, at this
early stage, what the conclusions of the study by the Bank will be;
this also goes for the questicum put tn us several times on the subject
of the financing of buffer stncks, as well as for all the other elements
of this very lmportant problem.

Mr. Chairman, we have been requested by several speakers tc trans-
mit the study to UNCTAD. We appreciate the interest expressed in this
Committee for our fortherming study and I am authorized te inform you
that it will be submitted te UNCTAD after its consideration by the Board
~f Governors of the Bank.
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Statement delivered by Fund Representative in Committee I
and Committee ITI at the Second Session of the UN
Conference on Trade and Development, New Delhi

March 1, 1968

Mr. Chairman:

In our last annual meeting held at Rio de Janeiro in September 1967,
our Board of Governors adopted a resolution asking the Fund staffl to study
in consultation with the IBRD staff, the problem of the stabilization of
prices for primary products, its possible solutions and their economic
feasibility. I assume that delegates are familiar with the resolution.

The work is now in progress. According to arrangements worked out
between the staff of the Fund and the Bank, the study will be divided into
two parts. The first part will be prepared jointly by the staff of the
two institutions. It will be based on a discussion and evaluation of various
rossible solutions to the problems of commodity prices that have been sug-
gested so far. The second part will discuss the possible role that the
Fund could play in the solution of these problems. The latter will be
prepared by the Fund staff in close consultation with the Bank staff.

The study once completed will be submitted to the Executive Directors
vho after examination will trensmit it, with such comments or recommenda-
tions as they may have, to the Board of Governcrs for consideration and
apprcpriate decision. The staff has been instructed to proceed on the
working essumption that it would be highly desirable to finish the report
at an early enough date to permit consideration by the Governors at the
1968 Annual Meeting to be held in October although tle resolution does not
make it obligatory to have a study ready by then. It states "if possible
at its next Annual Meeting."

It will be readily appreciated by this Committee with its knowledge of
procedures in the wN feamily, that the Fund study cannot be made available
to any other gy organization for consideration before the Executive Board
has opportunity to discuss the study and to make whatever recommendations
it deems necessary to the Board of Governors; nor can it be considered by
other bodies until the Board of Governors has had opportunity to consider
the views of the Executive Board. Apart from the procedural guestion the
tinetable is too short to produce any progress reports.

In the Commodity meeting of 1st May I made a statement to the effect
that the Fund would wish to take into account relevant aspects of the
financing problems involved in possible international commodity arrangements.
This consideration has since been overtaken by the mandate of the Board of
Governors of last September to produce a study on the stabilization of
prices of primary products., For this reason the Fund staff is not in a
position to undertake a sepsrete study of finaneing of buffer stocks for
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submission to the Executive Board; nor could the Board consider this
question before considering the basic study now being prepared. It is
not possible to anticipate at this early stege, Mr. Chairman, what will
be the outcome of the study by the Fund.

on the nature of the study I quote from Mr. Schweitzer's concluding
remarks at the Rio meeting of last September:

"In our study we shall, as requested in the Resolution, consult with
the Bank. We also expect to benefit from the fact that a great deal of
importent work in this area has been done, and is currently going on, in
other international bodies, such as UNCTAD and FAO.

"In approaching the subject of price stabilization for primary
products, one cannot be unaware of the discrepancy between the attention
paid to this problem over the last 20 years and the paucity of workable
solutions tlat have emerged. In recalling this fact, I do not want to
create the impression thmt I am underrating the value of new and inten-
sified study in this field by the staffs of the Bank and the Fund; but I
do think that Governors should be reminded that there is no easy road
toward fully satisfactory solutions of the problems related to the
instability of commodity prices.”
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‘Jnited Nations Conference on Trade and Development

firgt Committee-

Agenda item 10(b)

MAIN ELEMENTS OF COMMODITY POLICY INCLUDING INTERNATIONAL COMMODITY
AGREEMENTS AND OTHER TECHNIGUES OF COMMODITY MARKET STABILIZATION

STABILIZATION OF COMMODITY PRICES
Draft resolution submitted by the delegation of France

The Secord United Nations Conference on Trade and Development,

Reaffirming the importance and urgency of so adjusting commodity trade as to
make availzble to the developing countries the extermal resources of which they stand
in grave need,

Recalling the recommendation édopted at its 1964 session concerning "international
commodity arrangements, removal of obstacles and expansion of trade" (Annex A.II.1
of the Final Act of the First Conference),

Gravely concerned by the inadecuacy of the practical steps taken to improve
internationel cornmodity trade conditions, and particularly by the fact that since
UNCTAD's first session no new agreement has been concluded on cormodities of interest
to the developing countries,

Noting the resolution on commodity price gtahilization adopted by the Board of
Governors of the IBRD and of the IMF at its Rio de Janeiro session in September 1967,

Having taken cognizance of the provisions of the Charter of Algiers (TD/38)

concerning "commodity policy",
A
(1) Calls the attention of IBRD and IMF to the importance it attaches to the

study requested of them in the above-mentioned resolutions

(2) Expresses the ﬁoge that these agencies will be able to participate actively
in the elaboration of suitable mechanisms involving balanced commitments on the part
of the producing and of the consuming countries and devote the necessary resources

thereto;

ND.68-1087
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(3) Emphasizes the importance of assistance from them, especially in hel?ing
to solve certain financing problems, such 23 buffer stocks, and providing long-term
packing for the diversification efforts deemed recegsary;

(4) Reguests IBRD and IMF to transmit the sﬁudy 0 UNCTAD, the body responsible
for the framing and implementation of an international policy on commod ities.

B

(1) Invites ths Secretary-General of UNCTAD to make representations to the
Governmenhs memvers of the 1967 United Nations Cocoa Conference with a view to the
solrtion of outstending problems, and requests the Chairman of the Executive
Ccunittee of that Confersnce 4o convene it es soon as possible, and at all events
before the end of May 1968; . T

(2) Notcs the convening by the Secretary-General of UNCTAD of a conference
on sugay; _—r

(3} Invitesg the Secretary-General of UNCTAL to initiate withcut dplay, |
co-opereticn with the competent international agencies and organlaations, the
consultations required for the framing of internatioral arrangements on
/Bommodities to be decided upon efter discussion in the Committee, bYearing in mind
those meniioned in the Charter of Algiérsf ard to report to the Trade and
Development Beoard on the subject at its September 1968 sessionj |

(4) Invites the Secretary- eneral of UNCTAD also %o reporL, gimilarly and at
the same meeting of the Brard, ou the measures which might be envisagaed fcr the
following commedities of interest to the developing countries; [pommodlties to be
dzcided upon after discussion in the Committec, bearing in mind thgse ment ioned
iv the Charmter of Algiers, and also phosphates and tropical timber§7.



-y - APPENDIX V

Statement by Arthur Karasz, Head of the Delegation of the

International Bank for Reconstruction and Development, to

Committee III at the Second Session of the UN Conference
on Trade and Development, New Delhi

February 23, 1968

In the course of the last two weeks, a number of questions have been
raised in Committee IIT relating to matters which are of interest to the
World Bank.

The distinguished representative for Yugoslavia mentioned the decision
by the World Bank concerning the allocation in fiscal 1967 of $10 million
for the purposes of IDA. He raised the question whether it would not be
wiser for the World Bank to maintain the transfer from the Bank earnings
toééDA of higher amounts as took place in the fiscal years 196k, 1965, and
19 .

This matter was already discussed at the last meeting in Geneva of the
Trade and Development Board where I explained the Bank's position, as repro-
duced in document TD/B/SC.T/L.b.

In the following I shall just repeat some of the background information
contained in that document on the sources which provide the funds for the
Bank's lending operations. There are two such chief sources:

(1) one is the paid-in capital of the Bank, paid in by its members;

(2) the bulk of the amounts the Bank uses is money borrowed on the
market, most of it through the sale of obligations. In short,
the Bank lends mainly borrowed moneys

This is the principle, and it would be quite simple were not practice
a little more complicated than that. If Bank lending depended only on its
ability to borrow, the Bank would have no difficulty in raising money,
because the Bank's creditworthiness is considered everywhere as first class.

However, Bank borrowing does not only depend on its creditworthiness;
essentially it depends on the state of the capital market. Further, the
Bank is only allowed to go to a market if the government agrees to it.

The Bank must plan ahead the way its lending operations will be carried
out in future years. In simple terms this means that the amounts cemmitted
by the Bank must be at disposal in liquid form at the moment they are needed
because the borrower is not helped with mere promises, he needs money to pay
for his projects



- 30 - APPENDIX V

In recent years, part of the Bank's net income was transferred each
year in favor of IDA. The policy statement on this subject contained,
however, the provision that future transfers would only be made out of
the year's net income not needed for allocation to reserves, or otherwise
required to be retained in the Bank's business and which could therefcre
be prudently distributed as dividends.

This does not seem to be the case nowe. Although, I repeat, the git=
uation of the Bank as a potential debtor has remained as good as ever, for
considerations which lie outside the Bank, the member governments do not
find it always easy to authorize the issues of new bonds on their markets.
I do not mean by this that in recent times the Bank has not received any
authorization from the governments to lssue new bonds: on the contrary,
in the course of the last year or so we have been authorized to make new
and very important issues on the New York market, others in Canada as well
as in several Western European countries. We are also hopeful that new
issues would soon be authorized on both sides of the Atlantic Ocean. This
would be very useful and allow us to be more certain that we can raise the
needed funds on time in order to meet the disbursement commitments and
maturing public debt of the Bank.

As the Bank's undisbursed commitments--as at the end of the fiscal
year 1967--were almost $2.U4 billion, the President of the Bank estimates
that to meet disbursement commitments and maturing public debt of the Bank
at the least $40OC-$5¢0 million pew funds would be needed, I emphasize the
words "new funds", yearly, for the next two years. This is a big amount
of money and under present tight money market conditions it might become
difficult to raise all of it against bonds. That is why the Executive
Directors decided to recommend to the Governors, to allocate current income
of the Banmk with the exception of $10 million to the Supplemental Reserve
of the Bank, thereby reducing correspondingly the need for bond issuese.

I am authorized to add that this action taken by the Board does not
establish a precedent for the future. If and when the access to money
markets becomes again easier, we are hopeful that our Board can recommend
transfer of more important amounts to IDA out of the then current income of
the Bank.

As for the replenishment of IDA, Mr. Chairman, I am authorized to
report to the Committee that active negotiations are continuing on this
subject. We have every reason to expect that agreement will be reached
and transmitted by the Executive Directors of the Bank to the Board of
Governors within the next month of March providing for a replenishment on
the basis of a 60 per cent increase and with completely untied funds.

Several representatives have suggested that the World Bank become a
development bank for developing nations exclusively. In fact, that is
virtually so. Over the years, the major part of World Bank loans have
been made to developing countries, lately there have been few loans only
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to developed countries and the proportion of loans to the developed coun-
tries has declined. Therefore, for all practical purposes, it can be
stated that the Bank is at present almost exclusively a lending agency for
developing nations.

The idea has also been submitted that certain loans which had been
granted be prepaid by the borrower and that amount be used for IDA purposes.
The Bank cannct require prepayments unless such a condition is contained in
the loan agreement. It is also evident that amounts resulting from any
prepayment of a Bank loan could not be used by another institution, in this
case by IDA.

Ancther potentially important subject is the furthering of private
investment in the developing countries. As the Committee knows, the Bank's
activity in this field can be divided into two parts:

(1) The Convention on the Settlement of Investment Disputes between
states and nationals of other states came into force in October
1966. This Convention set up the International Centre for the
Settlement of Investment Disputes, ratified already by a number
of states, which machinery provides facilities for the settlement
of investment disputes by voluntary recourse to conciliation or
arbitration, or both.

(2) Another proposal for facilitating private foreign investment is
the draft of Articles of Agreement of an International Investment
Insurance Agency. Following the work done first by the OLCD,
and in response to a request by UNCTAD I (Recommendation A IV 12),
the staff of the World Bank have prepared a draft scheme with a
view to providing essentially the same protection to private for-
eign investors against noncommercial risks that is presently
available under certain individual national programs. The World
Bank staff's draft scheme has been submitted to the member govern-
ments through the Executive Directors of the Bank who are con-
sidering the scheme.

Several speakers as well as the Algiers Charter mention the World Bank
family's attitude toward public industrial enterprise. In this respect the
following can be stated. The World Bank and IDA operations have been directed
in the main to infrastructure investments in developing countries: these
are largely through the public sector. Not so for the International Finance
Corporation which is instructed by its Charter to invest only in enterprises
that are predominantly private in character; the World Bank lending to manu-
facturing enterprises, for an amount of about one hillion dcllars, has also
gone to private companies. To quote from a stetement by Mr. George Woods,
President of the World Bank, ta EA0SOC on March 26, 1965: "We have been
reluctant to finance State-owned industrial enterprises primarily because
of the great difficulty of assuring that they would be managed on a business-
like basis, free of political pressures.” Mr. Woods continues, however:

"We are quite aware, nevertheless, that in some of our member countries, and
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especially in the newer ones, a shortage of private savings and of indus-
trial entrepreneurship harshly limits what purely private capital can
accomplish. We are therefore embarking upon a re-examination of our
policies as applied to such cases to see whether there are ways other

than through completely private ownership, in which effective management
of industrial ventures can be assured." Mr. Woods mentioned similar
ideas in his recent address to the Plenary Meeting of our Conference.
Thus, the Bank is willing to consider the financing of government-owned
manufacturing enterprises provided the project is well prepared, econcm-
ically Jjustified and soundly managed. An instance of this 1s the recent
loan by the Bank in January 1967 of $30 million, in association with the
Eurcpean Investment Bank, for a potash project in the Congo (Brazzaville)-
The loesn was mede to the Compagnie des Potasses du Congo, & Congolese com-
pany established in 1964 by the Congolese Government and a French syndicate
largely consisting of French govermment agencies.

The need for coordination activities, and in this respect the Bank's
activity in the creation of consortia and consultative groups, has been
mentioned by several speakers. As is well known, in addition to the India
and Pekistan consortia, the World Bank has organized consultative groups
for several developing countries. The Bank also participates in similar
meetings held under the auspices of other organizations. The role of the
Bank in the aid coordinating effort is to collect and furnish necessary
data and to provide a realistic assessment of a country's prospects and
performance. By its very nature this is a rather difficult and delicate
work, but the advantages of such coordinated aid over uncoordinated bilat-
eral aid are being increasingly recognized. For the present, the Bank
intends mainly to improve the working of existing coordinating groups,
while continuing to explore possibilities for setting up additional groupse
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FOURTH COMMITTEE
Agenda item 13(d)

CONSULTATION MACHINERY IN SHIPPING

. Pstablishment of Consultation Machinery in
the field of shipping

Draft resolution submitted b; the Chairman

The Conference:

Re®lling the "Common Measure of Understanding on Shipping Cuestions" (Annex A.IV.27
of the Final Act of the first session of UNCTAD) in which it was agreed that effective

machinery should be established for consultation between the liner conference and tle
shlppers‘ organlzatlons serving each country;

Endorsing the resolution adopted by the Committee on Shipping at its 25th meeting
on 24 February 1967 (TD/B/llé/Rev.l Annex 1(a)) and endorsed by the Trade and
Development Board at its fifth session (4/6714, part one, para.l35) inviting the
covernments of the developing countries to encourage the establishment of consultation
machinery in accordance with the special needs and requirements of individual countries
and also irviting the governments bf countries with experience in such consultation to
co-opératé with the goverﬁments of the developing countries in the establishment of
shippers' councils or equivalent bodies and consultation machinery ard further drawing
the attention of the governments of the developing countries to the possibility of
obtaining tectmical assistdnce and guidance regarding the establishment of shippers!
councils ard cowsultatlon machinery from the United Nations;

fgi}g__g.that the progress made in this direction has not been appreclable,

Recognizing that consultation betweer shippers and shlpowners is essertial, in
their mutual interest; '

Con81der1ng the neceb51ty of tariffs and other relevant notices belng ‘made
available freely to all corcerned in order to enable meaningful consultation;

Apgreciatiﬂg the secretariat's exhaustive report on Consultation Machinery in
Shipping (TD/B/C.4/20/Rev.1, TD/13): '

ND.68=1185
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Bearing in mind the role that the Regional Economic Commissions can play:in the

field of shipping and their close and continuing awareness of the oconditions and
problems related thereto in their respective regions (TD/66/Supp.l).

Recommends ,

1a

2.

3o

(1)

(ii)

(iii)

(iv)

that the Govermments of member states of UNCTAD should urge liner
conferences and equivalent organizations, directly or through the ship-
owners members of them;

to recognize shippers! councils or equivalent bodies and co~operate in
the establishment and effective functioning of appropriate consultation
machinery according to the special needs and requirements of each country
or group of countries;

to make suitable arrangements for authoritative representation in the
countries or groups of countries having consultation machinery and hold
prompt and regular consultations;

to make provisions in their constitution or working arrangements %o the
effeot that they would discuss with Shippers' Councils or equivalent
bodies, questions pertaining to freight rates, conference practices,
adequacy of shipping services, and other matters of common interest within
the consultation machinery of the country or group of countries concerned;
to make their tariffs and other relevant notices on request available freely
to all interested parties, as well as to the UNCTAD secretariat insofar as
such information is required in relation to studies contained in the UNCTAD
work programme;

that the secretariat of the UNCTAD provide, within available resources and
congistent with the resolution of the Committee on Shipping dated

24 Februéry 1967 (paras. 6 and 7) and within the framework of UNDP and the
United Nations iegular programme of technical assistance and in
co-operation with the regional economic commissions, substantive support
and guidance with respect to member countriks' requests for technical
assistance towards the establishment and effeotive administrative and
technical operation of consultation machinery and shippers' councils; and
also, where appropriate, advise movermments;

that the Govermments of member states of UNCTAD should whenever they
consider it necessary inform the UNCTAD secretariat and the appropriate
regional economic commission of their experiences in the establishment

and functioning of the aforesaid consultation machinery and request the
circulation of this information by the UNCTAD secretariat to all member
states of UNCTAD.
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Cable Address — INDEVAS PARIS

EUROPEAN OFFICE;
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone — 553-2510

Letter No, 81 March 1L, 19568

Dzar Shirley:
Many thanks for your letter Nas 15 of Mareh 50/

You are perfectly right, your letter No,l, concerning
Mr. Eross, did indeed arrive. This was at the very beginning
and maybe at that time we were still a little disorgenized.
If you had seen the state of our of fice building when we arrived,
you would not be astmished that not everything was perfection
itself.

. e
In any case, I thank you very much for beoth your letters. ‘“Q"’wg
¥@é do nnt draw any inferences uncomplimentary to us,

This Conference is nearing its conclusion, but we still do
not know what sort of end it will he ve,

Py b Tl Yours sincerely,

LI

Arthur Karassz

Mrs, Shirley Boskey

Development Sprvices Uepartment

International Bank for
Heconstruction and Develnpment

Washington; Do.Ce
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Headquarters:
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELM ;
(1

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone - 553-2510

c¢/o Ashoks Hote, New Delhi, India

Letter Nn, 80 March 1l, 1963

Dear Dick:

Please find enclosed, somewhat belatedly, a sumwary prepared by
Fontenay on main points in the opening statements by heads of
delegations at the end of the plenary meeting of UNCTAD II
(February 23, 1968),

I am sending you this paper meinly as a recard for the files,
With best wishes,

Sincerel y yours,

Ve

Apthur Karassz

Mpes ftichard He Demuth
Directory Develnpment Sgrvices Department
International Bank for

Reconstruction and Development
Washington D.C,
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ForM No. £7 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

To: Files. 0( DATE : March 13, 1968
FROM : Patrick de Fontenay."
SUBJECT : Main points in opening statements made by heads of

delegations at plenary meeting of UNCTAD II :

The last opening statements by heads of delegations
at the plenary meeting of UNCTAD II, were delivered on
February 23, 1968. The following are the main points in
those statements not already covered in my memos of
February 8, and February 14, 1968.

i) Denmark, Luxemburg and South Africa were the last
donor countries to speak. Denmark supported the Supple-
mentary Financial Measures and indicated that it was :
taking steps to bring the level of its development assist-
ance to 1% of its national income by 1972. South Africa
asked to receive special treatment as one of the least
developed of the developed countries.

ii) Maﬁafascar, Peru, Somalia and Venezuela asked for
an increase in IDA resources. Kenya asked for an

increase in both World Bank and IDA capital resources.
Jamaica said that the issue of IDA replenishment was urgent.
It also asked that a portion of IDA funds be set aside for
projects which by their very nature required soft untied
aid, regardless of the specific developing countries
involved. Jamaica also gave its support to the proposed
multilateral investment insurance scheme. Tanzania
expressed its disappointment that certain developed coun-
tries had declined to replenish IDA to the level expected
while others insisted on tying their own contributions to
particular purchases. It still hoped, however, that

those countries would enable the World Bank Group to raise
from their money markets the additional funds needed to
meet the development needs of the LDC's.

iii) The following developing countries expressed their
support for the Supplementary Financial Measures: Peru,
Syria, Venezuela and Vietnam.

iv) Some criticism of the policies and procedures of
the World Bank Group was voiced by a few French-speaking
African countries and by Algeria. Chad said that it

(continued .. 2)



supported the Algiers Charter, especially its provisions
concerning the IBRD. In its view, the LDC's had little
hope of obtaining any financial assistance from the Bank
for infrastructure projects. Congo (Brazzaville) said
that the developed countries and international finanecial
institutions should not require any contribution from

the LDC's for the projects they financed. Mali said
that the IMF and the World Bank were established at a
time when people had not yet hecome aware of the specific
problems of under-development. The Charter of Algiers
had already recorded the wish of the LDC's that the

World Bank may one day become a Development Bank for the
Third World. But meanwhile, it was to be hoped that

the Bank would without further delay review and alter

its methods of intervention in developing countries and
that it would also proceed to make a thorough overhaul

of its organization and mode of operation so as to address
itself better to the specific conditions of the LDC's.
Ni§er and Upper Volta supported the Rio Resolution. In
this connexion, Njger said that it hoped that the IMF and
the IBRD would "burst the narrow bonds of the traditional
compensatory and supplementary financing procedures".
Somalia said that international financial institutions
should give more aid to the smaller and relatively less
developed countries and to their public sector as well

as to their private sector. Togo mentioned that although
after the first UNCTAD the World Bank Group had not
applied the criterion of fair geographical distribution
to their loans, it was nevertheless gratifying to note
that the principle of fair distribution could be more or
less counted upon. It also complained that financial
agency technicians sometimes lost sight of the idea of
economic and social profitability and forgot that it was
not possible to apply to developing countries the same
profitability standards as to the industrial countries.
Finally, Algeria said that "international aid, even when
granted on the most favourable terms, was rendered through
a series of 'filters' greatly reducing its efficacy. Also,
such aid was for the most part directed at infrastructure
rather than at productive investment. The obstacles
encountered when seeking financial aid had proved that
the donor countries or organizations were prompted by
ulterior motives aimed at consolidating a new system that
must sap the natural resources of the country concerned -
an insiduous variant of an earlier system of exploitation
that had been founded on force",

cc: Mr, Karasz (2)
Mr. Sarma






THeadquarters:
Washington, D.C., U. S. A,

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'TENA, PARIS (16%) — FRANCE

'Tdephone - 5§53-2510

¢/o Aghoka Hntel; New Delhi, India

Letter Nog 79 Mareh 1L, 1968

Dear Dick:

In my letter Noe 53, I asked the question whether ther: should
ba a second interim report on this Conference. In the affirmative
I suggested tentatively that the sescond report should include the
first two weeks of the month of March, that is, treat the end of
the work done in the Committees and the conversations in the
contact groups. ‘

Wa have the feeling here that such a report would nnt contain
enough substantive materials Tne period to be covered is too short,
and the conclusions of the Committees will not yet be knownm on
March 156 or 17a

At the first UNCTAD Conference it was logical to make a second
interim report bscause the Conference lasted three months., This time
the entire Conference will; hopefully, be nf seven weeks'! duration
and not moree Therefore, I would suggest that we do not make a second
interim report but cover the entire Conference in one report to be
prepared after our return from New Delhi.

If you do not agree with this suggestion and wuld prefer to
have a second interim report; I would be grateful for your cable,

With best regards,

Sincerely yours,

V¥

Arthur Karasz

Mre Richard He Damuth
Director; Development Services Dgpartment
International 3ank for

Reconstruction and Development
Washington, D.C.
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Attachment retained in Mr. Consolo's

Office
—
(_, INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
O 1818 H Street, N.W, Washington, D. C. 20433, US.A.
Asea Code 202 - Telephone - BXecutive 3-6360 « Cable Address - INTBAFRAD
\( C/o Ashoka Hotel, New Delhi, India
Letter No. 78 March 1, 1968

Dear Dick:

I refer to my letter No. 71\on Prebisch's statement to the
Plenary.

Sarma is of the opinion that I misrepresented his report, which
was enclosed with that letter.

This was certainly not my intention and I would like to emphasize
that Sarma has made good reports all to the best of his knowledge and
giving an accurate picture of happenings in the meetings. It might,
perhaps, have been a better idea to have sent you in a separate letter
the information (last paragraph of page one) which I had collected
from other delegates who were in the Plenary hall when Prebisch made
his statement.

In any case, I would not like to create a misunderstanding! There
have been enough already without this incident, not by the fault of
Sarma. Therefore, I would like to ask you to eliminate the fourth
paragraph of my letter, No. 71, and treat it as independent information.

In the meantime, we have received the text of the statement by
Prebisch, which I enclose (TD/79). ©Pages 3 to 5 deal especially with
the subject of Supplementary Finance.

With kind regards,

Sincerely yours,
(signed)
Arthur Karasz

Mr. Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION : Hﬂ)‘i
AR

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIE (16") — FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, liew Delhi, India

Letter Nog 77 Mareh 13, 1968

Dear Dicks

Fnclosed please find twe sets of draft resolutions submitted
to Committee Three by:

(a) Gmoup B (develnped countries)
(b) The w77¢

Neither of the texts has been accepted but I am sending them just to
show you how far apart the two groups are from each other. Unless there
is a miracle, it is difficult to imegine that they can reach a negotiated
agreement,

One set of papers is on terms of aids Group B preferred tn kesp
the text rather general. It is mainly based upon the agreed statement
of the Committee on Invisibles of UNCTAD, Paragraphs 7 and 11 deal with
studies IBRD might be invited to undertakes It is on this subject that
I sent you my Cable No, 19.

The text prepared on this same subject by the "77" deals witth the
target in one paper and terms in the other, Both papers repeat mainly
the ideas contained in the Charter of Algiers.

dn the paper on terms (paragraph 3) it is said that "By 1975 all
development lending both multilateral and bilateral should be on terms
of o The text disturbs me a 1ittle because it lonks like an instruction
to thewWorld Bankes However, it can also be considered as a wish of UNCTAD,
which might be examined by our Bnard,

hnother set of documents relates to Supplementary Finances Againg the
two texts are diametrically opposeds It is a mystery to all of us how
these extremely complicated questions can be taken care of in such a short
time,

g A
bl

y A 4

Mpe Richard He Demuth e
Director, Development Services Department
International Bank for

Reconstmection and Dgvelopment
Washing‘t-on, DsCa noof oo



At the beginning »f this letter, I mentinned that only a miracle
could help uss This reminds me of the story about Culbertsnon who,
acenrding to the story, went to heaven. Some important personalities
suggested that the Almighty might wish to have a game of Bridge with
him. Culbertson agreed but with the follewing question: "Shall we
play for money or not, because if it is for money then,please, no miracles".
I am afraid this is the attitude of the developed countries in this
Conferences

With best regards,
Sincerely yours,

oM

Arthur Karasz
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FROM :

SUBJECT :

Attachment to Letter No. 76 from Karasz

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

Mr. Arthur Karasz. DATE : March 12, 1968

Bimal Jalan ﬂ%},

UNCTAD II : WORK ING GROUP I.

I attended the 1ith meeting of Working Group I
this morning. As you know, this Group has been formed
in order to give consideration to two items on the
UNCTAD Agenda, namely, 1) The World Food Problem - its
relationship to international trade, export earnings and
economic development of developing countries; 2) Transfera{
to technology, including know-how and patents. Today's
meeting was given to approving the report of the
Rapporteur on the first item, i.e. the World KFood Problem.
The group has not yet begun consideration of the second
item, and only two more meetings are planned.

I enclose a copy of the draft Report of the Working
Group on World Food Problem as well as a copy of the
draft recommendations of the Working Group I, to the Con-
ference. The report and the draft recommendations are
not yet fully approved since there are a number of points
which are still open for further consideration.

In the draft Report there does not seem to be very
much that is of particular interest to us; nor is there
very much which can be considered to advance the discussion
of this problem much further than what is fairly well known.
the importance of food, agriculture, agro-allied industries
was highlighted. There seems to have been more or less
general agreement on the importance of food aid in allevia-
ting the food problem of deficit countries as also on the
fact that food aid can only be a temporary measure and that
the long-term solution lies in the expansion of food pro-
duction in the deficit countries. The need for ensuring
that the food aid does not have adverse affects on food
production in the recipient countries was emphasized by
many countries. Some food-exporting developing countries
suggested that cash contributions in multilateral food aid
programs should be substantially increased so that food
could be imported from food surplus developing rather than
developed countries. Some of them also protested against
agricultural protectionism in the developing market-economy
countries.

(continued .. 2)



The draft recommendations are similarly in very
general terms. They call for suitable measures by the
developing countries, the developed countries and the
international organizations in order to increase food pro-
duction and improve the conditions for distribution and
marketing. There is one point in these recommendations
(this has not yet been approved by the Working Group)
which may be of interest. This is the drait recommenda-
tion (8) which states that "the international finanecial
institutions should include in the project for agricultural
development financed by them a supply of agricultural
requisites as an essential and sizeable element".
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INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address ~ INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'TENA, PARIS (16%) — FRANCE

Telephone - 553-2510

¢/o Ashoke Hntel, New Delhi, India
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Dear Dicks
sovo 1 enclose copy of Jalan's report on the 11th mssting of
wWorking Group I "The Warld Food Pproblem™.

With kind regards,

Sincerely yours,

VY

Arthur Karassz

Mpr, Richard Hs Demuth
Director, Develnpment Sgrvices Dgpartment
Internstional Bank for

Heconstruction and Dgvelapment
Washington, DeCa
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Washtugion, D.C, U. 8. A. .

a7

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Addres: - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cahble Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS {16%) — FRANCE

Telephone — 553-2510

c/o Ashoka Hotel, New Delhi;, India

Letter Nog 75 March 13, 1968

Dear Dick:

ved Further to my letter No, 67, please find enclosed reperts
by Sarma on discussions which teook place in Committee Three on
March 8, 11 and 12,

With best regards,

Sincerely yours,

F\:,\\ .

Arthur Karass

Mro. Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washingtony D,Ce
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UNCTAD IT : COMMITTEE III
MARCH 8, 1968.

The discussion on Compensatory Financing Facility of
the Fund continued. Syria, India, the U.K., Columbia and
Argentina made statements. The U,K, noted that the
facility was obviously evolving and was being increasingly
used; careful study was needed of the relatiomship
between this facility and proposed Supplementary Finance.
The other countries argued-ﬁ#’further liberalization of
the faeility, in particular for changing the statistical
formula for extending the second 25 per cent assistance in
the same manner as the first 25 per cent. India welcomed
the extension of the facility after the First UNCTAD, but
felt that further liberalization was clearly indicated 5
while the CFF drawings were separated from ordinary drawings)
for purposes of interest charges, they were considered
together and sscumulatively.

Mr. Dell made an introductory statement on International

Monetary Issues.

N A g

-—

N. A. Sarma

cc: Mr. Karasz (2)
Mr de Fontenay



UNCTAD II : COMMITTEE III
MARCH 11/12, 1968.

International Monetary Issues were taken up for
consideration. General statements were made by a
number of countries, by the developed and developing
countries, and by the socialist countries on expected
lines.

The USSR underscored the importance of gold in
the international monetary mechanism and argued for
normalization of the price of gold. In their view,
the proposed SDR's were directed to the maintenance
of the Dollar and the Pound Sterling as reserves
currencies and would generally be of benefit to the
developed market economy countries.

Japan was always of the wview that the LDC's
should participate in discussions and decisions relat-
ing to international monetary reform; however, SDR's
could not be used for long-term financing needs, their
role was stabilization of the international monetary
system,

ihe U.S.A. felt that SDR's would meet the growing
long-term need for reserves of the world as a whole;
their early ratification was of the highest priority.
While they might be expected to facilitate the flow of
development finance, their specific use directly for
development finance would divert attention from their
fundamental purpose and involve risks.

The U.K. extended full support to SDR's; in their
view SDR's would enhance the confidence of countries
in the international monetary mechanism.

France, speaking also on behalf of the Community,
stated that international liquidity and development
finance should be kept distinct. Among the spokesmen
for developing countries, India, Malaysia and Syria
forcefully argued for a link between SDR's and develop-
ment finance. They referred to the recommendations
of the Expert Group appointed by the UNCTAD on this
matter, Alongside of the creation of SDR's, voluntary
contributions in similar amount could be made by Part I
countries of IDA. This provided a means of implementing

(continued .. 2)



the one per cent aid target. The developing countries
wholeheartedly welcomed the proposals by SDR's, and
acknowledged that the maintenance of adequate inter-
national liquidity and the resolving of the balance-of-
payments difficulties of donor countries would facilitate
the flow of development finance. At the same time, it
was important that in reviewing Fund procedures as part
of the SDR's formulation, it was important not to effect
any changes that would render the working of the Fund
more restricted especially in considering the require-
ments of developing countries. It was also felt by the
spokesman for developing countries that the UNCTAD has
had some impact on the thinking as well as policy
discussions relating to international liquidity matters,
in particular the continued acceptance of universality
of participation was mentioned in this connexion.

N.A Sans

-—

N. A. Sarma

ce: Mr. Karasz (2)
Mr. de Fontenay
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Washington, D.C., U, 8. A. /

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

BUROPEAN QFFICE:
4, AVENUE D'IENA, PARIE (16") — FRANCE

Telephone — 553-2510

¢/o Ashoka Hotel, New Delhi, India

Letter No. 7h March 13, 1968

Dear Dicks:

san I enclose the third progress report on the work of Committee
II (Preferences) prepared by de Fonyéy. This is the report I was
talking about in my letter No. 59.

As you can see, the "77" finally produced an-agreed draft

text on preferences, The position of the developing nations is still
miles apart from that of the developed countries. The main issue
iin the way of an agreement is that of product coverage (inclusion of
agricultural products into the scheme)e

3o far as reverse preferences are concerned, the resolution of
the #77% calls for the gradual phasing »ut of existing reverse
preferences over a five~year transitienal periods In short, some hard
bargaining will still have to take place., Nevertheless, the field of
preferences is still relatively the most promising among the difficult
subjects of this Canfersnce,

With best regards,
Sincerely yours,

W WA

Arthur Karasz

Mre Hicha rd He Demuth
Director, Development Services Department
International Bank for

figeonstruction and Dsvalopment
Washington, D.C.
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Fomw. No. &7 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

TO: FILES fV( DATE: March 12, 1968,

FROM: Patrick de Fontenay i

SUBJECT: UNCTAD IT : Third Progress Report on the Work of
* @ ® & ® e v a0 Committee II

1) The Second Committee has continued its discussion
of a program for the liberalization and expansion of trade
in manufactures and semi-manufactures of interest to the
developing countries, while the "Contact Group" of the
Committee which was to initiate negotiations on the main
item of business before the Committee, namely, a general
system of preferences for the exports of manufactures and
semi-manufactures of developing countries, has not met for
the past ten days because of the inability of the Group of
77 to arrive at a joint resolution.

2) On March 11, 1968, however, the 77 tabled a joint
draft resolution on"basic principles and procedures
covering an agreement on the general system of preferences".
These principles are essentially the same as spelt out in
the Algiers Charter, but he languageymore precise, and
soare the timetable and the commitments to be accepted by
the developed countries.

3) The resolution calls for a Special Negotiating
Committee to be established to work out the details of"a
general non-discriminatory and non-reciprocal system for
preferences providing for unrestricted duty-free entry of

all manufactures and semi-manufactures, including processed
and semi-processed agricultural and other primary products

in favour of all developing countries to increase their
export earnings and to accelerate the rates of their economic
growth", The first meeting of the Committee is to be held

on May 14, 1968 so as to bring the preference system into
force by January 1, 1970, On existing preferences, the
resolution says that the new system should ensure at least
equivalent advantages to developing countries to enable

them to give up the preferences they now enjoy in some of

the developed countries. With regard to reverse preferences
the resolution does not demand their immediate abolition:
during a 5-year transitional period the reverse preferences
which certain advanced nations now enjoy for their produacts
in the markets of some developing countries "should be
brought in line through bilateral consultations or other



.o
[ 1]
se

appropriate procedures as the case may be with the new
system of preferences under which only the products of
all developing countries shall enjoy preferences in the
markets of all developed countries".

4) Except for the initial date by which the
preference system i8 to come into force, the document.
does not take into account any of the reservations made
by the developed countries to the demands of the LDC's
and as such it is unacceptable to the former. On many
points the commitments to be accepted by the developed
countries are too detailed and too binding to be accept-
able. The main issue in the way of an agreement,
however, is that of product coverage, The developing
countries have insisted that processed and semi-processed
agriculturali products should be ineluded in thé scheme.
The developed countries, however, refuse to commit
themselves to anything more than a case-by-case study of
those processed and semi-processed agricultural products
which could come under the general preferences scheme.
(At a meeting on March 7, 1968, between Dr. Prebisch and
the Group of 77, Dr. Prebisch said that any scheme of
general preferences should be applicable to processed and
semi-processed agricultural products, otherwise, a
majority of developing countries would not benefit from
this scheme).

5. It is less clear to what extent the question of
reverse preferences stands in the way of an agreement.
Although this is generally looked on as a conflict between
France and the U.S., the French position in favour of
retaining selective preferences is shared only by a small
number of countries, the French speaking African countries
and a few, but by no means all, of the Commonwealth
countries. The U.S., however, insists that reverse
preferences should be done away with before a general
preferences scheme comes into existence. This is a more
extreme position than that of most countries who oppose
reverse preferences but do not think that they should be

a major obstacle to the elaboration of a preferential
scheme. As already indicated the resolution of the 77
calls for the gradual phasing out of existing reverse
preferences over a five-year transitional period. This
may be acceptable to the U.S.

6. Some hard bargaining will obviously have to take
place on the text of the 77, and although it is unaccept-
able to the developed countries in its present form, the
general feeling is that a compromise will be reached before
the end of the Conference.






Headquarlera:

Washingbcm, D.C., U.S. A,

aee

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

EUROPEAN OFFICE;
4, AVENUE D'IENA, PARIS (16%) . FRANCE

Telephone —~ 553-2510

¢/o Ashoka Hotel, New Delhi, India

Letter Nos 73 March 13, 1968

Dear Dicks

There was a small storm in Working Group II yesterday (Trade
Expansinon and Economic Integration among Developing Countries and
Speciel Measures for the least Devsloped Countries)s The Nigerian
delegate gave a new connotation to the letters UNCTAD as "Under Neo
Circumstances Take Any Decisien", He attacked the "conspiracy of
silence" by Group B (developed countries) and Group D (Communist bloec).

The Soviet representative answered immediately in a long speech
and used the gond old Soviet argument that the responsibility for the
present conditions in the devslaping countries rested with the Colonial
Imperialists.

People are starting to become somewhat bored by this argument. One
of the very few contributions of the Soviet bloc to the Conference is
a draft resolution by Bulgaria, Hungary and the USSR (ID/IL/C.3/Lel3)
requesting UNCIAD to study ways and means for curbing the outflew of
financiel resources from the developing countries = a rather negative
approach to the problem,.

People have observed also the great interest of Soviet lugsia, as
also on previous occasions, towards the price nf gold, Like South
Africa, on similar occasions, the USSR representative gave one nf his
few statements in Committee Three about the necessity to increase the
price of golde

With best regards,
Sincerely yours,

T T

Arthur Karasz

Mpe Hichard H. Demuth
Director; Development Services Department
International Bank for

Reconstruction and Development
Washington, D,C.
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Hcadquarters:
\Wsﬂlﬁngbon, D.C., U. 8. A,

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address —- INDEVAS PARIS

bt i .
IWORLD HAM <|

EUROPEAN OFFICH:
4, AVENUE DIENA, PARIS (16°) — FRANCE
Telephone — 553-2510

¢/ Asholka Hotel, New Delhi, India

Letter No, 72 March 13, 1968

Dear Dick:

The“highestwlevailcontact group was constituted yesterday, Its
members are:

President of the Conference (India)
Prebisch (of course)

and the follewing nations:

Developed countriess:

France

Japan

UK

US,; and

Ambassador Boeysen (Norway) as Chairman of Group B

Il??l‘l

Brazil

Ivory Coast

Pakistan

Philippines

Communist bloc (two or three members to be designated)

This group will probably meet daily in the President's office and
act as the highest-level contact group for the Conference.
own o maw
It is interesting to mote the®West Germany is not in the groupa

Sincerely yours,

oidt .y
Arthur Karasz

Mr, Richard Hs Demuth
Directory, Development Services Department
International Bank for

Reconstruction and Develnpment
Washington, D,Ce
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARTS

g = EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16°) — FRANCE

1‘91{‘.[:];1'{:“0 e 553'2510

¢/» Ashoka Hotel, New Delhi, India

g Letter ln, 71 March 13, 1963

Dear Dick:

seo Prebisch finslly addressed the Plenary yesterday, March 12. This
was the statemsnt we had baen expecting sinee March 5. I enclose Sarmals
memns on the main points of his spsach.

It was not an »ptimistic spsech. He started by pointing sut thet
there might be 8 danger of failure nf the entire Cenference. He singled
nuv a few areas where elforts should be made to arrive 2t egrasments between
the develnpsd and developing nations. They are in the field of Coamodities,
Preferences, Fimencing Assisiance and Supplemsntary Finance. He would
like the Conferance to concentrate on these issues ss thz first step
towards farmulating 2 glebal strategy of develospment.

Prebisch represents the interest of the IDC's because this is his
main jobe His criticism therefore is meinly directed towsrds the develaped
nations. Whsther this methnod of his really serves the interests of the
LDCfs is nnt entirely proven,
As mentionad in Sarma's memn, spsaking about 3u
he pninted nut thet the Bank scheme is a2 gond beginning but, ss hs has
done on previnus nccasions, he also mentinnsd s~me points with which he
does nat agree entirely. Ons of thom is the aulematicity of the scheme,
ansther is ralated to na2 tional sovereignty (uﬂlch package). ‘ffbr the
sake of completensess, I might add that some delegates with whom I discussed
Prebisch's statement heve the fesling He 18 nnJ more interested in

plef tary quﬁnce,
ing
a2

o

the Conference accepting a prin pplemen nf Tirzncing in general
even if it is not within the Rank hceording to their notua, he

said the following on this subject: "I hape strong lf that an szreemsnt will
be reached on thﬂ main guldelines of Supp Pﬂt'rj Finance. This nsed not
necessarily bs based on ths propnsals of Lmu Bank staff M

00::/:::.&



cial textb.

In any case, Prebisch is in 2 somorz mood and he has every

1 -7 Tyt Fae o 3
With best regards,

Sincerely yours,

Lrthur Karasg



UNCTAD II : Plenary Meeting
March 12, 19G8.

The Mynistry for External Affeirs for Demmarl,
Myx. Hartling, addressed the Conference He emphas 129&
the importance which his Government attached to Supple-
mentary Financing, commodity arrangements and prefercnces.
He guggested that the sgpring session in 1969 of the Trade
and Development Bgard should devote its whole attention
to these three 1tems. In his view, it night be appropri-
ate to hold that session of the B,ard at ministerial
level, As for Supplementary Finance, a decision was now
both desgirable and possible.

The Secretary-General, Dr. Prebisch, made a forth-
right and forceful stavement to the Confexence, expressing
grent concern alt the way the Conference was proceeding.

In his view, the Conference was on the verge of failure, and
the prospect was sombre, Snch failure could and should he
avoided, ‘

Dr. Prebisch dealt with each of the main issues
before the Conference:

i)  Access to markets: The proposal of the developing
countries was a modest and pragmatic one, for a share of the
inerement in consumption in the industrial countries; as
yet there was noji positive response from the industrial
countries.

ii) Preferences The Secretary-General paid a tribute
to the documnent of thc OLCD couniries. Haowever, unless
further impirovenments were made, the ben efit° would be limited
to a small number of the more advanced smong the developing
nations,

iii) Transfer of financial resources: The aid tﬂagct
of 1% GNP had not been accepted and he did not detect progres
in this area.

iv) Supplementary Finaneial Measures: The need for
Supplementary Financing had been reccegnized for years by
experts. The Tirst UNCTAD came up with constructive proposals,
1arwe1y at the initiative of U.K. and Sweden, A scheme had
been prepared by the World Dank Stafi and fruitful discussions
had taken place on the subject within the intergovernmental
group.

L= ]

(continnegd .. 2)



He was really distregsed at what was now happening,
especially when issues werc reised about alternative
possibilities, or whether an export shortfall was really
detrimenial {to development programse. All those vho have
had anything to do with the cconomic and llnﬂue’j1 problemns
ol developlng countries knew that export shortfa Y1s were
disruptive of development programs. There was no incon-
patibility between commeodity arrangements and Supplcnmnt LTy
Finance. Dr. Prebisch dealt at some length with this
cuestion. Nor was it necessary to avalt the conclusions
of the Bank-fund Studies in tecims of the Rio Resoluiion
before taking a decision on Supplementary Finance. He
expressed the hope that an agreement on the main elements
of Supplementary Finance would be reached here at this
Gonference, It was not necessary to agree on every detwil
0of the Bank Staff Scheme. He himself had earlier expressed
the view the Bank 3taff Scuneme seemed automatic. Nor was
it necessary to bring in the policy package, when it was /(
feco"nlacd that ]endipr institutions have always adopted g
some such understanding.

Dr. Prebisch hoped that in the next few days the
gsocialist countries wounld come forwaxd with gquantitative
targets for their trade with LDBC's, not only wiih respect
to primary commodities but also manufactured items.

A global strategy of development should be the basis
for the next development decade. Such strategy would not
be possible without convergent measures by developed and
developing countries. In this context, Dr. Prebisch once
again enjoined on the LDC's what he called 'the discipline
of developuent!'. :

i\j « F3 g WA, ~A

L

N. A, Sarma

cc: Mr., Karasz (2)
Mr de Fontenay
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Cahle Address - INTBAERAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS
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Telephone - 553-2510

¢/o Ashoka Hotel, New Delhi, India

Letter No, 70 March 13, 19468

Dear Dicks

This week 1s being used for the discussinn of draft resolutions
prepared by the four groups »f the Conference. The whole Conference
building can be likened t» an antheap. There are groups everywhers
discussing; replacing, eliminating drafts and counter-drafts on all
imaginable subjects.

The land=lncked countries have produced & draft on their special

ceo problems (TD/II/WG.III/L.5). Paragraph L invites the international
financial institutionss

(a) to extend to the land~locked developing countries soft
terms and interest-free lnans with a view to assisting
them in overeoming the consequences of their higher
transportation cnsts;

(b) to consider the possibility of establishing a special fund
designed to subsidize higher transport costs.

: but”
We are not mentioned by name s I assume that we 2re included
among the "financial institutionsm.

With kind regards,

Sincerely yours,

QMo

Arthur Karasz

Mre Richard Hg Demuth

Director, Development Services Department
International Bank feor
Reconstruction and Develnpment

Washington, D.C.
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Form No. 27
(7-01)

INTERNATIONAL DEVELOPMENT
ASSOCIATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE
CORPORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

KARASZ
ASHOKA HOTEL

NE4 DELHI

INDIA

y

23

v’

DATE: MARCH 13, 1968

CLASS OF
SERVICE:

LT

\((

REUR CABLE 19 SEE NO OBJECTION REFERENCES IN TERMS YOUR CABLE STOP HOWEVER RE

BISQUE CLAUSE BELIEVE BANK WOULD BE RELUCTANT TO INSERT IN LOAN CONTRACTS ANY

CLAUSE PROVIDING AUTOMATIC WAIVER OF SERVICE PAYMENTS IN VIEW ITS OWN OBLIGATIONS

TO BONDHOLDERS STOP MOREOVER MEMBERS HAVE RIGHT APPLY FOR RELAXATION CONDITIONS

OF PAYMENT UNDER ARTICLE IV SECTION L(c) BANK!'S ARTICIES AND BANK MAY REPEAT

MAY MODIFY TERMS OF PAYMENT BUT ONLY IF SATISFIED REIAXATION IN INTEREST OF

PARTICULAR MEMBER AND OF OPERATIONSHf OF BANK AND OF MEMBERS AS A WHOLE STOP

IN VIEW CRITERIA KRTIEEEX IN ARTICIES FOR RELAXATION OF TERMS BELIEVE EXECUTIVE

DIRECTORS NOT LIKELY TO AGREE TO WAIVER PROVISICN WITHOUT REFERENCE TO THOSE

CRITERIA

DEMUTH

NOT TO BE TRANSMITTED

MESSAGE A|
NAME Ric|
DEPT. De

SIGNATURE

ZED B

opment” Services

CLEARANCES AND COPY DISTRIBUTION:

Cleared in substance with Mr. Broches
cc: Mr. Consolo

( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
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ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

For Use by Archives Division -

Checked for Dispatch:




m' 1Y M m SR i E
L 7 T A By i . B -
i FsT gHDLpeEp W - . t«nuﬂm DWE_E,_ R
HevvanE — _-nmuqu ot !mmsmﬂ ¥rsuon, " :
% i Ee e{ i ‘"s
peELL DEAGT e 2
GCt RL* (QoUacTo J
YNE BT MR 13 6 o7 Pif 1968 ATOFLeY T 2ApRwNee nmr We* procHeR
O NEIRVEE Y { CrEvEVYHCE? YD COkA mzmmqu TEURL -
T St vl
1
DINECION2 HOL I'IMEPL 51O VOSER 10 MYTARE HSOAT2ION MIIHOML WELEEEWCE IO IH0eR *
T ATEM CHILEEIV ¥ T VELICTE2 RO¥ SETVIVIION OL JEHWZ BEIIRAE EXBCALTAR
BWELICAIVS JSEES VHD Oh OREEVIIONZNK OL BVME VHD O WINBRER V2 ¥ ANOTE 210B
WYL HODILE JREHZ O HYANRAL BAL OWFZ Ik 2VIIRRIED BETYIVIION IM DALESERY 0%
Oh VDRI MNDRS VELICI® TA SECITON T(C) BVHK.2 VEILICIEZ VUMD BVHEK WVi UREEVE
10 BONDHOTDENZ 2505 HOBEOARD WEWBEER HVAR KIOWI VIAIL RO ERTVYVIION QORDIITOND
GIVM2E BBOAIDING VATONVIIC MVIARE Ok 2ESATON BVOONALZ TH AIRM 112 OMM OBFIOVIIONZ |
BIGAR CIVASE BET'IBAE BVHK MCGATD BE EETNCIVIAL 1O THREEL M IOWH COMIUVOIR VAL
W CYRTE T3 2ER KO ORISCIION EENESEOED TN IEAR X0A¥ CYBI'R 210b mm KB
!‘--._L -
CWpe Yot 33
iEXE
conwmgs: THDIV ey . oy
WEM DRTHI ' JERAICE: ' e
. crveor  TQ ¢ A
V2HORY HOLED
10° RVEVas OYiE  YHCH 13 1500

Oﬂ.I.GOIHB MIBE

2ol -;\» i o e e e e s e Ay
VEROCIVAIOM | oM ¥uD m#omm _ | COUBONV LIt |
I NALEEVGAIOMWE DEASICRWEML S ESIMVLOMMT YUK 06 ' ; - IALESITELICANT LAVICE




Form No. 27
(7-61)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTICN AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO:  KARASZ DATE:  MARCH 13, 1968

HOPRL ASHOKA HOTE L~
NEW DELHI

COUNTRY: TNDIA

TEXT:
Cable MNo.:

S

23 ¥ ox
LE,

CLASS OF LT
SERVICE:

R @AF

REUR?O, AS INDICATED MY 21, PREFER IF POSSIBLE YOU AVOID BEING DRAWN INTO

DISCUSSION INDIVIDUAL PROPOSALS, AT LEAST IN OFFICIAL DEBATE STOP RECOGNIZE

HOWEVER THAT IN CONTACT GROUP MAY NOT BE POSSIBLE TO AVOID SUCH DISCUSSIONS

STOP AS TO PROPOSED ADDITION DRAFT RESOLUTION QUOTED YOUR 20, IF RECOMMENDATION

DIRECTED TO BANK GROUP, INCLUDING IDA, BELIEVE NO PROBLEM BECAUSE POLICY ALREADY

BEING FOLLOWED STOP IF RECOMMENDATION DIRECTED EXCLUSIVELY TO BANK, IT SHOULD BE

NOTED THAT LEAST DEVELOPED COUNTRIES HAVE LIMITED CREDITWORTHINESS FOR BANK

(stop)

FINANCING ,WHERE LOANS ARE MADE TO SUCH COUNTRIES, AMORTIZATION PERIOD USUALLY

RELATIVELY LONG STOP AS FOR PROPOSAL SPECIALLY LOW INTEREST RATE, OUTCOME OF

ON

RECENT INTEREST RATE DISCUSSION IN BOARD WAS AGREEMENT/SINGLE RATE WITH LEAST

DEVELOPED COUNTRIES TAKEN CARE THROUGH IDA OR BLEND STOP CANNOT OBJECT TO

PROPOSAL TO RECOMMEND TO GOVERNORS, BUT CONTACT GROUP SHOULD BE AWARE THAT

INTEREST POLICY ADOPTED AFTER LONG DISCUSSION AND CHANGE UNLIKELY UNLESS NEW

AND PERSUASIVE REASONS PUT FORWARD

DEMUTH A
AR JJ aned ) §[o¥
T /2 NOT TO BE TRANSMITTED
MESSAGE AUTHO CLEARANCES AND COPY DISTRIBUTION:
NAME Richa th
cc: Mr, Consolo
DEPT. Develo t Services
SIGNATURE :
( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE) A
SEB/RHD:tsb For Use by Archives Division S

ORIGINAL (File Copy)
{IMPORTANT: See Secretaries Guide for preparing form)

| €.

Checked for Dispatch:
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ForM No.-26

(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE: MARCH 13, 1968 1700
LOG NO. : WU 15/13 ACTION (OPY: ME. DEMUTH
TO: INTBAFRAD INFOPMATION
COPY:
FROM: NEW DEIHI DECODED BY:
TEXT: 20 FOR DEMUTH

GROUP OF 77 SUBMITTED DRAFT RESOLUTION ON "EXTENSION OF OPFERATIONS OF IBRD".
TEXT IS SAME AS ENCLOSURE MY IETTER 64 WITH FOLLOWING ADDITION: LAST
PARAGRAPH "UNCTAD RECOMMENDS TO BOARD OF GOVERNORS IBRD THAT TERMS AND
CONDITIONS OF DEVELOPMENT LOANS INCLUDING INTEREST RATES COMMITMENT CHARGES
AND REPAYMENT CHARGES SHOULD BE ADAPTED TO PARTICULAR NEEDS OF LEAST
DEVELOPED COUNTRIES". SHALL PROBABLY BE ASKED DISCUSS ENTIRE TEXT IN

CONTACT GROUP. HAVE YOU ANY COMMENT? PLEASE CABLE  REGARDS

KARASZ

) (e WEES [..(ﬂ FJ " ;;»}U?

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL






Furm No. 27
(7-61)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTIOM AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

KARASZ DATE: MARCH 13, 1968
ASHOKA,_HOTEL
NEW DELHT CLASS OF

SErvice: LT

R &l

INDIA

// 4
g /“.
o

REU'Rnéh, SINCE DRAFT RESOLUTION ADDRESSED NOT TO BANK BUT TO GOVERNMENTS,
CALLING FOR GOVERNMENTAL ACTION AT ANNUAL MEETING, BELIEVE IT UNNECESSARY
AND UNWISE FOR BANK AS INSTITUTION TO REACT TO INDIVIDUAL PROPOSALS AT
THIS STAGE. ANY PROPOSALS ADVANCED BY MEMBER GOVERNMENTS AT ANNUAL
MEETING PURSUANT TO UNCTAD RESOLUTION OR OTHERWISE WILL OF COURSE RECEIVE
CAREFUL CONSIDERATION. IF PRESSED FOR REACTION TO DRAFT RESOLUTION, YOU

SHOULD IF POSSIBLE CONFINE REMARKS TO THE FOREGOING. FOR YOUR INFORMATION,

. FOLLOWING IS STAFF REACTION TO THREE PARAS YOU MENTIONED (a) BANK IS

ATREADY ASSISTING DEVELOPING COUNTRIES ONLY, NO LONGER LENDING TO IDA
PART ONE COUNTRIES; (b) BANK WOULD HAVE NO LEVERAGE TO INSIST ON
PREPAYMENT DEVELOPED COUNTRY DEBT BUT IS IN CONTINUOUS NEGOTIATION WITH
PART ONE COUNTRIES WILLING TO PREPAY AND HAS IN FACT RECEIVED SUBSTANTIAL
PREPAYMENTS; (c) ANNEX A IV 12 E 10 OF UNCTAD I ASKED BANK TO STUDY
PROBLEM OF GUARANTEES FOR DEVELOPING COUNTRIES SECURITIES, AND WE EXPECT

Cont'd. on next page.

NOT TO BE TRANSMITTED

gy

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE

({SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

For Use by Archives Division o

Ve
ORIGINAL (File Copy) %_




Form No. 27
(7=61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DATE:
CLASS OF
SERVICE:
COUNTRY:
TEXT:
Cable Mo.:
a B g

TO CONSIDER THIS IN CONNECTION WITH INVESTMENT GUARANTEE SCHEME. WHEREVER
GUARANTEE APPEARS MORE APPROPRIATE MEANS OF FINANCING THAN DIRECT LENDING,
NO OBJECTION IN PRINCIPLE SEEN. OF OTHER PROPOSALS IN DRAFT RESOLUTION,

VIRTUALLY ALL ACCEPTED POLICY OR UNDER CONSIDERATTION

DEMUTH
. v A
A\ NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED B CLEARANCES AND COPY DISTRIBUTION:
NAME Richar®\ H. \Detmth Cleared with Mr. Woods and
Mr. Friedman
DEPT. Development Services
cc: Mr. Comnsolo
SIGNATURE _
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
SEB:RHD: tf For Use by Archives Division
ORIGINAL (File Copy)
[IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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O ATDRESSED NOT 70 BANK BUT 70 GOVERNMENTS,
CALLING POR GOVERNMENTAL ACTION AT AMNOAL MERTING, BELIEVE IT UNMECESSARY
AND TBWISE POR BANK AS INSTITUTION TO EEACT TO INDIVIUUAL PROPOSALS AT
THIS STAGE. ANY PROPOSALS ADVANCED BY MEMBER GOVERNMENTS AT ANNUAL
IRATION. IF PEESSED FOR EEACTION TO DEAFT RESOLUTION, YOU

FOLLOWING IS STAPF HEACTION TO THERE PARAS YOU MENTIONED (a) BANK IS
ALREADY ASSISTIHG DEVELGPTNG COUNIRTES ONLY, ¥0 LONOSR LENIING TO ID4
PART OME COBRIES: (b) DABK WOULD HAVE NO LEVERAGE TO INSIST ON
PREPAYMENT DEVELOPED COUNTRY DEZBT BUT 1S XN CONTINUOUS REGOTIATION WITH
PART ONS COUNTRIES WILLING 70 PREPAY AND HAS TN FACT MECEIVED SUBSTANITAL
PREPADMENTS; (o) AMNEX A IV 12 B 10 OF UNCPAD I ASKED BANK TO STUDY

Cont'd. on next page.




- P o

VIRPOALLY ALL ACCEPTEL POLICT OB VEEE OOESILIGAIION

Hehard B, Deamth Cleared with Mr. Wbods and
¥y, Friedmen

ce: Mr. Console

SEB DL



ForM Nu. 26
(6.65)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:

TO:

FROM:

TEXT:

ROUTIN
MARCH 12, 1968 1822 z L
WU 7/13 ACTION COPY: MR. DEMUTH
INTBAFRAD INFORMATION

COPY:
NEW DELHI DECODED BY:
¥

19 FOR DEMUTH
CONTACT GROUP COMMITTEE THREE STARTED MEETINGS TO DISCUSS DRAFT RESOLUTIONS
SUBMITTED BY GROUPS., DEVELOPED COUNTRIES DRAFT ON TERMS OF AID CONTAINS
FOLLOWING TWO REFERENCES TO IBRD:
FIRST IBRD SHOULD CONTINUE STUDY COMMERCIAL CREDITS AS MEANS OF ASSISTING
DEVELOPING COUNTRIES TO INCREASE THEIR EXPORTS AND THE FINANCING OF
TRADE BETWEEN THEM,
SECOND CONFERENCE SHOULD INVITE IBRD TO EXAMINE IMPROVEMENTS IN TECHNIQUES
OF LENDING.
. v
THEY MEAN BISQUE CLAUSE MENTIONED MY IETTER L41. BOTH THESE PROPOSALS ARE ONLY
DRAFT BY DEVELOPED GROUI" NOT YET ACCEPTED BY 77. SUGGEST WE ACCEPT BOTH
PROPOSALS, PLEASE CABLE REGARDS

KARASZ

P

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL
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Headquarters: /

Washington, D.C., U, S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16") — FRANCE
Talep}mne - 553-2510

c/o AshokaHotel, New Delhi, India

Letter 0,09 March 12, 1968

Dear Diclk:

Thank you for your Cable Naw 1%« A+ yesterday's meeting, I
caa informed Committee Three about recent development;.s in IDA as per
text encloseds The Committee took note with great plsasure.

With best regards,

Sincersly yours,

SR AR

Arthur Karasz

Mr, Richard Ha Demuth
Director; Development Services Department
International Bank for

Reconstruction and Dgvelopment
Washington, D,C.
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Statement by Arthur KARASZ, Head of the Delegation of the

Intermational Bank for Reconstruction and Development, to

Committee Three at the Second Session of the UN Conference
on Trade and Development

I have just received information from Washington saying that the World
Bank's Executive Dirsctors have approved for submission to the Governors the
Bank's report calling for new IDA resources aggregating $1,200 million for
three years. This amount comprises a little over $1,170 million of contributions
to replenishment by all 18 so=called Part I countries, that is developed
countries contributing to the scheme. In addition, there are $12 million
resulting from the loan to [DA, on IDA terms, received from Switzerland and
supplementary contributions of over $17 million offered by the following
countries: Canada, Denmark, Iinland, the Netherlands and Sweden. The entire
amount of the new resources is untied and available for commitment by the end
of June 1970,

Balance-of~-payment safeguards were extended in special arrangements with
the United States, but these safeguards do not affect IDA's use of funds to
finence procurement in accordance with its normal procedures.

For parliamentary reasons, the pledge of part of the amount of $l.2
billion is not yet definitives At least 12 countries pledging not less than
$950 million will have to notify IDA of their governments! agreement to
contribute. Tnhe target date for effectiveness is the end of Jyne 1968, Dye
to the fact that IDA had no resources in the course of the last months, there
is a sizeable backlog in credits in the pipeline. Pending effectivensss; (that is
government approval, parliamentary procedures, etcs), these credits in the pipeline
will be processed normelly through the Board of the Bank; they will be signed as

goon as the replenishment will become effectives

New Delhi, India
March 11, 1968



Mareh 12, 1968

Mr. Harry H. Bell

Director, Research Division

United Nations Conference on
Trade and Development

Vigyvan Bhavan

New Delhi 1, Tndia

.Dear Harry: 5
This is to acknowledge your letter of 25 February 1968L;nd the
receipt of 15 mimeographed copies of UNCTAD Conference document TD/69
issued 15 Pebruary 1968, "The effects of the Kennedy Round en the
expogts of processed goods from developing areas” by Bela Balassa.

I am glad that we were able to be of some help in this connection.

All best wishes,

Sincerely yours,

e —

Fiz Y L PR

Andrew M. Kamarck
Director
Economics Department

AMK :ne



Letter No. 18 Mareh 12, 1968

Dear Arthur:

I am replying to your letter No. 53, in which you raise the
question of a second interim report, to cover the period from
the end of the first report through March 16, the deadline for
the work of the UNCTAD committees.

Two considerations would affect my view: first, whether de-
velopments from March 16 warrant another interim report, and
second, how soon after the Conference concludes we are likely to
be able to submit a final report to the Board reflecting the
Final Act and relevant documentation. If you and Edgar Jones con-
sider that there is some information which can usefully be trans-
mitted to the Board, particularly if the final report will neces-
sarily come some little time after the end of the Conference, I
should appreciate your preparing a second interim report on the
basis you suggest. I hawe discussed this with Familton of the

Mr. Arthur Karass

¢c/0 Resident Representative
IBRD

P.0. Box 416

New Delhi, India

@mﬂyttﬂ)

cet Mr. Consolo w. copy of incoming letter
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Teadquarters: *Vm"} 1 4 RECD

Wsshington, D.C, U. 8 A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

A
|WORLD BANK |

EUROPEAN OFEICE:
4, AVENUE D'IENA, PARIS (16%) — ERANCE

Telephone - 553-2510

¢/o Ashoks Hotel, New Delhi, India

March 11, 1968

Dear Mro, Wonds:

Thank you far your letter dated February 25, enclosing copy
of your correspondence with Morarji Desai, Deputy Prime Minister
nf India.

I heve informed Dr. Prebisch cnncerning the changes in the
text nf your statement to UNCTAD II;, and requested him t» have the
of ficial records amended accordingly.

With best parsonal regards,

Sincerely yours,

de K}Uw e

Arthur Karasz

Mre George D, Wnads
President
Internatinnal Bank for
Reconst ruction and Develapment
Washington, D.C.
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Headquarters:
Wanhi.ngton, D.C, U S A.

INTERNATIONAIL BANK FOR RECONSTRUCTION AND DEVELOPMENI L

Cable Addreas - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16°) — FRANCE

Telephone - 553-2510

c/o Ashoka Hntel, New Delhi, India o

Letter Noo 68 March 11, 1968

Dear Dick:

Sarma and Jalan have prepared a memo for Irving Friedman
on the deliberations of Committee Three regarding Supplementary
Financial Measures, |

vos It is an interesting document and I enclnse a copy for the
Files.
With best regards,

Sincerely yours,

Thdwe s

Arthur Karasz

Mrs Richard Ha Demuth
Directory, Development Services Department
International Bank for

Reconstruction and Develapment
Washington, D.Cs
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_ New Delhbd.
Mr. Irving S. Friedman Mareh 8, 1968.
Ne Ae Sama and Bimal Jalan

UNCTAD 11 ¢ Committec discussions on Supplementary Finance

CEERC RN B O R B BB B I IR R A B S P OO BBV BIEOETORBOY

There were four meetings of the Third Committee on
Supplementary Finaneial Measures from Mareh 1, 1968 to
Mareh 6, 1968, A few more meetings were planned, but the
Cuairman, Mr. Everts (eof the Netherlands) thought that
discussion and negotiations between various groups could
be more effeetively pursued in the so-called “contact
groups®, and that the debate in the Committee should be
confined to general statements by the representatives of
various delegations. A reecord of the daily Minutes of
these discussions is enclosed.

Statements were made by a number of developed and
developing countries - smong them Ceylen, Argentina (on
behalf of all Latin American countries), India, Nigeria,
Uganda, the United States, the United Kingdom, France
Germany, Sweden (on behalf of the Nordic countries), {hn
Netherlands and Japan. EBarlier Mr. Mermolja, the Chairman
of the Intergovermmental Group had made a statement
introdueing the Report of the Group to the Committee,
identifying the aren of agreement and disagreement, and
hoping that it would be possible to implement the scheme
in the net too distant future.

The developing countrics (with the exception of Cuba
and Cameroon) gave their strong endorsement in prineiple
to a scheme for Supplementary Finanolal Measures along the
iines of the joint statement of the developing countries
made at the intergovermmental group. The general line
taken by the developing countries was not unexpected;
thouch the strong and uneguivoecal support given by India,
and by Argentina on behalf of the Latin American countries,
would have eome as a surprise to gsome.

The developed countries also took familiar positions -
the United States, Germany, Prance, Australia, New Zealand,
Japan and Delgium could not agree %o the idep of an endorse=
ment in prineiple of the Dank Staff Scheme; among these
Fronce, Australia, New Zealand, Belgium, and perhaps also
Japan, were against the prineiple of Supplementary Finance
ltsoli and their reservetions against the Rank Staff Scheme
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could ns easily have been directed agninst the basic premises
of the UNCTAD Resolution A.IV,16. Franee and Australia
clenrly stated this., The Vnited States' statement was sone-
what surprising for the vehemence with which it was expressed.
While reiterating a nurber of times their aceeptance of the
prineiple of the Resolution A.IV.18 and their appreciation of
the work of the Bank Staff, the United States, more or less,
ruled out the han: Staff Scheme as a feasible sclution to the
problem, and suggested that the intergovernmental group be
re-convened te eonsider certain other alternatives. Sweden
(speaking also on Lehnlf of Desmmork, Finlend and Norway), the
Netherlands and Switzerland, on the other hand, gave their
support to the prineiples of the Bank Stali Scheme. Canadn
vas also favourably imclined, though it sought answers to some
unresolved questions beflore it could commit itsell to the
scheme ns formulated at present,  The United Kingdem, not
unexpectedly, succeeded in lenving everybody guessing - "as
one of the original sponsors it was for the schemej but ...,
1f s.00y however ....".

Amidst these disagreonents and varying views, there
was nonetheless one point on which there seemed to be - for
want of & better phraso - & "genersl concensus”. This was
that a scheme fTor Snp¥lanantary‘rlunmoo would cope into
existence by 1970, he developing countries ond other sup-
porters of the Nank Staff Scheme wanted this particular
scheme to he "The Scheme" which would be implemented then
(with some modifications, may be). The dissenters wanted an
alternntive (with some foatures of the Nank Staff Stheme,
may be). For somo among the latter group, the search for
an alternative schome was, of course, & usefal deviee by which
the proposal for Supplementary Finanee could be kept at bay
rracefully - and indefinitely.

There also seemed to ke gencoral agreement that the
intergovermmental group should be re~convened. Germany
suggested that 1ts membership should be ineoreased in order to
give wider representation, The difforence between various
groups of countries was on whet the terms of reference of this
Group should be. Those who supportoed the Bank Staff Scheme
felt that th.c Group should be re-convened to resolve the fow
issues which yet remained to be further discussed, ond draft
a set of Articles and Rules on the basis of vhich final
negotiations could take place. They, therefore, wanted the
present Conforence to endorse the Dank Staff Scheme in prineiple,
provide broad guidelines to the intergevernmental group as a
basic for its discussion, and indicate a definite date by which
the Seheme should eome into operation. Those who could not
agrec with the esgential elements of the Bank Staff Secheme
wanted the Conferemece pot to take any action on this scheme,
but re-convene the Group to consider afresh all the aspocts
of the Scheme as well as other possible alternatives.
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The possibility of an ﬁgency other thon the IDA,
adpinistering the Scheme was n mcnlioned. It was assumed

that, 1f the Scheme came into existence, the IDA will be

the ngnuy. llowever, anong the supporters of the Scheme

the prevailing view peemed to be that the actual negotiations
on the Scleme would be carried out within the fromevork of

the UNCTAD by the Trade and Development Roard. The Beaxrd

of Governors of the IDA would be requested to approve and
adopt the Scheme, onee the Nraft artieles of Agreemeni governe
ing the operation of the Scheme were agreod to among mouber
governments of the UNCTAD,

In the Commitiec discussions, & lot was made by some
developed countries, partieularly the United Kingdom, of the
relationship between commodity stabilization measures and
supplementary finance. Mumerous references vwere nade to the
Study on Commodity Stabilization now being undertaken the
Fund and the Dank in response to the Rio Resolution. hey
wanted to have an indication of the scope and eontent of
this Study as well as the date Ly which this would be ready
sinee, in their view, this would clearly affect the outeore
of discussions on Supplementary Finaneo. The developing
countries and some others, while no less cager or interested
in the Dank-Fund Study, emphasized that there was no conflict
between measures to stabilize commedity prices and Supplenens
tary Finance -~ in fact they would reinforcoe eaeh other, and
thot action on supplementary finance should not be postponed
any longer. It was surgrising that the U.S. and the UK.
which are not partioularly noted for their e ionship of
commodity stabilization measures should have evinced sueh
great interest in these measures in the context of Supplemen=
tary Finance. .

Invited by the Chairman, Mr., Sarma, on behalf of the
Bank Staff, and Vr. Jones for the Fund Staff, made brief
statements on the PRonk-l'und Commodity Studies to the effeetl
that at this time it was not possible to indicate precisely
when these would be completed. Nor was it possible at this
time to give an idea of the scope of this Study beyond what
was suggested in the Mio Resclution. The Board of Governors
had requested the Staff to complete this Study, 1f possible,
by the time of the next Annual Meeting,

Loter in the Committec discussion, in response to a
recrunest by Ceylon from the floor, nsnd at the suggestion of the
Chairman, Mr, Sarma nmade statements on the relative importance
of expori shortfolls and other causes of disruption, and on
the relationship between cormoedity stabilization measures and
Supplenentary Finanelal Moasures. lie stated that in the view
of the Nank Staff, there was no confliet between Supplementary
Finance and C.nmoalty Stabilization. '
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Now that the Committee discussions are over, the
diseussion on Supplement ry Finsnee, as on other issues, will
be carricd on in the Contoet Groups which are likely to con=
clude their vwork by Mareh 186, It is not yel elear what, if
anything, will emerge; though from corrider conversation
one gathers that the mood of cautious hope among the deveiop—
ing esuntries has now given way to frustration and even angor.
So far the developed countrics have not been willing to nake
concessions on eny lssue = there is now a stalemnte in most
Cormittees. The hope for something fruitful to emerge out
of this Conference now lies, not in Committees, but in the
political dialogue hetuween the doveloped and the developing,
which is 1likely to take plage during the last ten days of the
Conference.

ces My, Karasz (2)
Mr. de Fontenay



March 11, 1968

Dear Mr. Farbstein: ~
r i

I am grateful to you for your note dated March 4Li</

enclosing a copy of the Congressional Record of Monday,

February 26, 1968, in which you kindly inserted my address

before the United Nations Conference on Trade and Develop-

ment. I was glad to read that you put particular emphasis

on the ""grand assize" suggestion and the new opportunities

for economic development being opened up as a consequence

of modern technologies in the fields of agriculture, food

production and population control.

These new opportunities will require sizeable
amounts of development finance and I am happy to report
that our industrialized member countries have pledged a
total of $1.2 billion under a plan to replenish the re—
sources of the International Development Association (IDA).
The United States is a major contributor to this second
replenishment of IDA and I am hopeful that the legisla-
tures of our member countries will soon approve the second
replenishment.

With renewed thanks and kind regards,

Sincerely,

(Signed) Gecrge D. Woods

George D. Woods

The Honorable

Leonard Farbstein

House of Representatives
Washington, D.C. 20515
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