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CROSS REFERENCE SHEET

COMMUNICATION: SPIIOR STAFF MEETING SSM/V68-io

DATED: March 8, 1968

TO:

FROM:

FILED UNDER: SENIOR STAFF MEETING

SUMMARY:

UNCTAD II

5. Mr. Demuth said that reports from Mr. Karasz, the Bank's representative
at the UNCTAD meeting in New Delhi, added little to what had appeared in the
newspapers; hardly any progress had been made, and a mood of despair pre-
vailed. It appeared that a Committee of the 117711 was drafting a resolution
which would echo the "Algiers Charter", including proposals relating spepif-
ically to the Bank and IDA.





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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMFNT A
C.U. Addre -INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.61e Add- - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hitel, New Delhi, India

Letter No. 67 arch 8, 1968

Dear Dick:

Enclosed, please find report by Sarma on the meeting in
Committee Three, on March 7, on the role of compensatory financing
facilities in the IMF. Dell and Edgar Jones made detailed statements
on this subject which I attach, (Documents TD/II/C,3/L11, and
TD/II/C03/L10) 

With best wishes,

Sincerely yours.,

Arthur Karasz

Mr* Richard H, Demuth
.irecto r, Development Services Department
International Bank for

Reconstruction and Development
ashington, D.C,
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HeadTartersA
Washington, D.C., U, S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C" Ad.. - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CIJ, AddAA. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'I ENA, PARIS (16E) FRANCE

Telephone - 553-2510

c/o A shoka Hotel, New Delhi, India

Letter No. 66 Mvarch 3, 196B

Dear Dick:

Enclosed please find report by Sarma and Jalan on the last day

of the discussion in Committee Three of the Report by the Inter-

governmental Group concerning Supplementary Finance.

With best wishes,

Sincerely yours,

Arthur Karasz

Pira Richa rd H, Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
washington, D, C



UNCTAD II COMMITTEE III

March 6, 1968 (9.30 a.m.)

Canada, Frqnce, Syria, New Zealand, Netherlands,
Switzerland and Japan made general statements on Supple-
mentary Finance. Syria, Netherlands and Switzerland
gave support to a scheme for Supplementary Finance
essentially along the lines of the Bank Staff Scheme.
Canada agreed with the principle of Supplementary Finance
but indicated that it was not yet in a position to commit
itself to a particular scheme at this time. France,
New Zealand and Japan expressed, in different degrees, not
only their reservations against the Bank Staff Scheme but
also against the principle of Supplementary Finance itself.
In response to a request by Ceylon from the floor, Mr.Sarma
on behalf of the Bank Staff, made brief statements on the
question of the relative importance of export shortfalls
and other causes of disruption, and on the relationship
between commodity stabilization and Supplementary Finance.

Canada regarded the Bank Staff Scheme as a valuable
contribuTIon not only to the problem of unexpected export
shortfalls, but also to the rationalization of the entire
aid-giving process itself. However, a number of questions
relating to some of the essential aspects were yet un-
resolved and remained to be dealt with before it could
commit itself to the scheme suggested by the Bank Staff.
Since there seemed to be a general agreement that the scheme
for Supplementary Finance will not come into existence
before 1970, the intervening period could fruitfully be used
in clarifying some of these unresolved issues within the
framework of the inter-governmental group. However, Canada
firmly believed that Supplementary Finance and Compensatory
Finance were compldmentary to each other. Similarly,
though no final answer could be given to the question of
priority between Supplementary Financing and basic financing,
it was felt Supplementary Finance would help the flow of
basic financing.

France said that at the First Conference it had made
clear thTa~tts support for the Resolution A.IV.i8 did not
imply an acceptance of the principle of Supplementary Finance.
The real solution, in its opinion, lay in the organization
of commodity markets. Supplementary Finance was not only a
palliative, but is also likely to delay the search for more
real solutions to the problem of stabilization of commodity
prices.

(continued .. 2)
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6 ria expressed complete accord with the majority
liew of t inter-governmental group on the Bank Staff
cheme. Neither commodity agreements nor the IMF Com-
pensatory Financing Facility was a substitute for
Supplementary Finance. Syria was, however, concerned
with the content of policy understanding in the Bank
Staff Scheme. It felt that as envisaged now, such
policy understanding was bound to infringe upon the
sovereignty of developing countries. The agreed policy
understanding, in its view, should be very general in
character and should not contain any commitments by
developing countries to specific actions in the economic
policy field.

As a country dependent on primary commodities for
90% of its export earnings, New Zealand recognised the
importqnce of the problem of unexpected shortfalls and
the urgent need to reach sound long-term solutions. How-
ever, in its opinion, much more important than Supple-
mentary Finance, is the long-term access to world markets
at remunerative prices.

The Netherlands felt that much work had been done
on the scheme and that it had great sympathy with the
approach adopted in the Bank Staff Scheme, especially the
idea of a prior policy understanding. The fact that the
developing countries found it possible to support this
notion of policy understanding was most important; however,
serious doubts have been expressed by some delegations
about the feasibility of this Scheme and the Netherlands,
therefore, would not oppose the suggestion to re-convene
and broaden the terms of reference of the inter-
governmental group. In doing so, the Netherlands wanted
to make it clear that undue delay in implementing the
scheme should be avoided and that the scheme should come
into operation by early 1970.

Switzerland said that the Scheme for Supplementary
Finance was necessary particularly in view of the slow
progress in efforts to stabilize commodity prices. This
should be integrated into existing multilateral machinery.
It felt that the report of the inter-governmental group
contained the elements on which a balanced solution could
be found to the problem under consideration and hoped
that the Conference would ask this Group to continue its
work and produce a scheme ready for implementation by a
definite date.

J an expressed serious reservations against the
Bank Staff cheme, especially with regard to the feas-
ibility of export projections and also policy understandings.

(continued .. 3)
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It generally agreed with the views expressed by the
representative of Germany and others who had reserved
their decision on this scheme.

At the end of the general debate on Supplementary
Finance, the representative of Ceylon requested the
Bank's representative, if possible, to clarify two of
the technical points which had been raised by many
delegates. These related to the question of the re-
lative importance of export shortfalls and other causes
of disruption, and the relationship between commodity
stabilization and Supplementary Financial Measures.
Invited by the Chairman, Mr. Sarma made prepared statements
on these two subjects.

The Meeting concluded with a statement by Mr. Dell
of the UNCTAD Secretariat, on progress achieved in
implementing the recommendations of Resolution A.IV.17
on Compensatory Financial facility, the next item on the
agenda of the Committee.

N. A. Sarma

B. N. Jalan

cc: Mr. Karasz (2)
Mr. de Fontenay





H-.adquarters

Wasbington, DC., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.IbkAdr.. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CaN. Addea - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter Nod 65 March 8, 1968

Dear Dick:

Attached to my letter No, 6 4, I sent you a new draft resolution
of the "17711 on the "proposed transformation of the World Bank",

Its author is Enrique who has, in fact, become the development
expert of the Latin American group. (You might remember a letter
of mine from Paris, maybe three months ago, where I reported about such
a possibility, but I did not take it too seriously at the time).

Enrique asked me to give you his best regards, He will write
as soon as possible, but now he is in the middle of events and just
cannot find the time for private letters. He says he never worked so
hard while in the Bank,.. He is as nice as ever and ready to give
information. le is a little apologetic about the text but says that
pressure was great and it was justfJA to eliminate everything
that might have been embarrassing for the Bank,

Thus Enrique has become a politician and is quite pleased with this
role of his. As far as we are concerned, it is probably better for us
to have him as the expert rather than someone from the jungle,

With best regards,

Sincerely yours,

Arthur Karasz

Mra iiichard Ho Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D0 G.
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To Handle Note and File
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Approval Prepare Reply
Comment Per Our Conversation
Full Report Recommendation
Information Signature
Initial _ Send On

REMARKS

Attached is a letter from Arthur Karasz
and a proposed cable reply which I have
cleared with Irving. I would like to be
sure it has your approval before I send
out the cable.

*"'m Richad H. Demuth



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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.U. Add- - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cal AAdr.. - INDEVAS PARIS 1D
EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (If6) -FRANCE

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

Letter No. 64 March 3, 1968

Dear Dick:

Supplementary finance is just one of the many unsolved problems
of the Conference* In reality there is no agreement yet on any subject,
I am told that yesterday a MON, __ 0014Wmp member of the UNCTAD Secretariat,
Mrs Robert M6ller, made a report to a selected group of representatives
of the UN agencies on the present state of the Conference. He mentioned
among others that in the group of '77" there are two schools of thought
at present: one talks about the need for agreement at any price, the
other wants to interrupt the Conference and report about its failure to
the General Assembly. The leader of this "failure group" is Azeredo da
Silveira, head of the Brazilian delegation, who I am told is not in
great friendship with Prebisch4

I am convinced that failure will not be admitted and a compromise
solution will be preferred. One might be a "Delhi Declaration" based
upon the global strategy of Prebisch.

I take some of the matters under discussion one by one:

(i) Preferences: The experts are less gloomy. Maybe a formula
will be found to save appearances. Substance will have to be taken care
of later.

(ii) Commodities: The Conference is not likely to achieve anything
spe cific.

(iii) Targets: In my letter Noo L8, I reported about the new
definition of the target by the "7 7 11, The counter-proposal prepared
by the developed countries points out that they agree Tith the one per-cent
rule (based on national income figures) and will try toniach it before
the end of the decade. Maybe the Conferm ce can agree on a formula of
this kind.

Mr. Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D4 C. 0/0
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(iv) Volume: Developed countries are working on a counter-proposal.
It might contain, among others, reference to further IDA replenishment
at a figure higher than $400 million yearlya If that is correct, UNCTAD
would merit our special grand cross of the III. (For those who do not
know: I3RD, IDA, IFC).

(v) Transformation of the IBRD: This has started to become a most
important matter4 the group of 11 7 711 has accepted the Latin-American draft
in about the same form as reported in my letter No. 48 (pages 3 and 4).
I enclose copy of the Amok text, which will be submitted to the contact group*

Most of the items in the proposal seem to be harmless, except for
the follrwing:

(a) A general introduction which requests the Board to study
its transformation into a Bank for developing countries.

(b) Paragraph (iii) asking us to start negotiations with
developed countries concerning prepayment of their debts4

(c) Paragraph (viii) on the dorld Bank guaranteeing funds
raised on the money market by developing countrieso

I would be very grateful for your cable on how the Bank reacts to
this paper. The question will certainly come up in next week's conversations.

Finally:

(vi) Supplementary financing: The "77" have not yet taken a definitive
attitude on how to react to the statements by the big donors, I am told
that Ceylon and India are playing with the idea of having the agency vote4 .
at majority even if most of the donors would refuse to give the funds
needed. This wnuld mean, of course, the creation of a UN capital develop-
ment fund. This is just a piece of news without official confirmation.

With best regards,

Sincerely yours,

Arthur Karasz



CO-ORDINATING GROUP OF THE 77, THIRD CO&ETTEE

LXT&SION OF THE OPFRATiONS OF TH. LORID BANK

(a) That the Governments represented in UNCTAD which are also members of

the World 3ank should request at the next meeting of the Board of Governors

that the Bank should study the transformation of its activities to pennit

devoting itself entirely to aid to developing countries, and that to this end

the necessary policy reforms should be introduced, with particular reference

to the following considerations:

(i) Tha t the World Bank should consider the possibility of financing

plans and programmes instead of financing only projects, as has been

its traditional policy;

(ii) That the World Bank should consider the imperative need that loan

periods should be longer and interest rates easier in line with the

developing countriest ability to pay;

(iii) That the World Bank should enter into negotiations with the debtor

developed countries to examine the possibility of advance payment

of their debt balances;

(iv) That the World Bank should increase its aid to countries which

still have no direct access to international capital markets;

(v) That the World Bank should modify its loan policy with a view to

giving effective financial assistance to projects of State and

mixed enterprises engaged in industrial activity, especially

those which are working in strategic areas of development;

(vi) That the World Bank should consider financing public health

projects and programmes and should broaden its operations

relating to rural and urban development, education and economic

integration; ***/*go
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(vii) That the World Bank should agree to administer trust funds provided

by the various Governments and institutions, preferably with untied

funds, in order to facilitate special operations such as those

referred to in paragraphs (v) and (vi);

(viii) That the World Bank should apply the legal provisions of its Articles

of Agreement empowering it to give guarantees for the following types

of operations: first, the obtaining of funds by the developing

countries in capital-exporting countries; and second, the placement

of securities in both international and internal markets:

(ix) That the World Bank should increase its cooperation with regional

financing institutions, and where possible should grant credits

jointly with regional banks and integration banks;

(x) That the World Bank should extend and broaden its consortium and

consultative group services so that a larger number of developing

countries can use them.

(xi) That the World Bank should cooperate with countries, at their

request, in negotiations with creditor countries for the consolidation,

conversion and renegotiation of their external debts;

(xii) That the operations of the International Finance Corporation should be

expanded in the most effective possible way;

(xiii) That the Bank should vigorously pursue negotiations with the

developed countries so that the International Development Association

may have at its disposal as soon as possible the additional funds

needed to expand its activities;

(xiv) That the International Development Association should broaden its

lending policy so as to finance projects and programmes deisgned

to correct regional imbalances in the developing countries.

77/II/CC/IA/C-3/1
ND 68-1360





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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CGb. Add&-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.Ue AdAr.. - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16") - FRANCE
Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No. 63 March 8, 1968

Dear Dick:

In the meantime, you will have received the reports prepared by
Sarma and Jalan, on the discussions concerning supplementary finance,
as well as my cable No* 17. They give a fair picture of what has
happened in this extremely complicated matter.

I enclose texts of the statements made by the US, Switzerland, Germany
and the Auttraliads as it iray be helpful for you to read what they had to
say on this subject.

The third sentence in my Cable Nn. 17 mentions that several developed
countries extended a varying support. The UK, for instance, made a long
statement highlighting the problem from many sides but, as James Mark
often does, going round the problem rather than making a direct approach.
He seems to be for a scheme but, maybe, not necessarily the scheme. To
quote him from my notes: "there is scope for a good deal of modification
of the Bank scheme, We need something simpler leaving a fair amount of
discretion to the Agency". Therefore, he suggests that the Conference should:

(a) recognize the need for supplementary finance;

(b) commend the Bank scheme;

(c) recDgnize the need for other schemes; and

(d) maintain the Intergovernmental Group to be called
as soon as possible and ask for completion of its
work within a reasonable time,

Switzerland made a very interesting statement, The Swiss are favaurable
toward the Bank scheme, because they consider it as a necessary and useful
intermediate solution (the French word "soudure", underlined in the original)
to be used; until results will have been obtained on the larger front of
commodity stabilization. Therefore, they think that the report of the

Mr* Richard H. Demuth
Director, Development Services Department
ntternational Bank for
Reconstruction and Development

Washington, D.C. * 0**
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Intergovernmental Group contains the "elements" of a balanced solutiono
They hope the Conference will invite the Intergovernmental Group, or an
enlarged intergovernmental group, to prepare, at a deadline to be decided
in advance, a definitive scheme.

A great majority of the speakers (France, Germany, UK, the Netherlands
included) stressed the interest of their governments in the Bank-Fund study
on the stabilization of commodities. It is difficult to say how many of them
are genuinely interested in the new study and how many are just using it as
an argument to delay a decision on supplementary financing. This great
publicity for the Bank.Find study means, in any case, an added responsibility
for the Bank and Fund; it might easily become a boomerang. In any case,
it would be quite embarrassing for us if after all this publicity the Study
contained only negative results.

A number of speakers, like the US, pointed out the relationship between
compensatory and supplementary finance. According to the US, "we are not
satisfied that the relationship between the two was explored as fully as it
should have been in the IBRD Study and the Intergovernmental Group discussions".

Now, so far as the future is concerned, as I tried to explain also in
my cable, the meeting of Committee Three was just the first act in the great
discussion on supplementary financing. The next act will take place in the
contact group and, thereafter in the last week of the Conference, in the
higher-level political discussions between the two main groups. Thus, the
outcome is still entirely open.

Supplementary financing is only one of the great problems of this
Conference* However, it will perhaps be preferable that I discuss these
problems in a separate letter.

With best wishes,

Sincerely yours,

Arthur Karasz
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Headquarters
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cable AAd-. - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.b.eAdA..-INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi

Letter No, 62

March 8, 1968

Dear Gunther:

Thank you for your letter No, 11 concerning the Brazilian complaint
about new Bank policy on procurement.

I got into touch with the Brazilian expert who is a member of the
Brazilian delegation to UNJTAD. His name is Eduardo P. de Carvalho
and he is Adviser to the Finance Minister of Brazil. I think you met
him in Brazil and he paid you a visit also in washington. You* said
in your letter No. 11 to me that I may not wish to use your information
when talking to the Brazilians, I followed your advice and explained
to de Carvalho the content of Cable No. 12, which I had received from
Washington. As you know, it contains the description of the procurement
policy followed by the Bank in general. It does not talk about the new
policy the Bank decided sometime agog

However, this was an unnecessary precaution because Carvalho knows
the new system better than I do. He explained it to me and his explanation
corresponded exactly to what you wrote me in your letter of February 27.
Therefore, there was nothing I could do in this matter except to suggest
that I write you giving details of our conversation for your information.
We parted in the best of friendship. Carvalho thinks that his Minister
will visit Washington to represent Brazil at the Board Meeting of IDB
and maybe bring this matter up with the World Banka He will also visit
dashington soon after the conclusion of the Conference and I am sure he
will try to discuss the matter with you,

Carvalho and I will be staying in New Delhi until March 25; therefore,
if there is anything more you wish to add on this matter, please write
me before that date,

With best regards,
Sincerely yours,

Arthur Karasz

Mra Gunter K, Wiese
Western Hemisphere Department
International Bank for

Reconstruction and Development
Washington, D.C.
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Frmn No. 2

INTEiRNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION ANDDEVELOPMENT CORPORATION

OUTGOING WIRE

TO: INTBAFRAD DATE: MARCH 7 1968
NEW DELHI

CLASS OF FULL RATE
SERVICE-

COUNTRY: INDIA

TEXT:
Cable No.: 1 i8 FOR KARASZ

EXPECT ARRIVE NEW DELHI FRIDAY FIFTEENTH BOAC 780 AT o420

PROBABLY ACCOMPANIED BY MY WIFE (STOP) WOULD APPRECIATE YOUR

ALSO INFORMING GILMARTIN AND CONFIRMING ASHOKA RESERVATIONS (STOP)

BOOKED TO RETURN MARCH 23 (STOP) THANKS

FRIEDMAN

NOTJO BE RASMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Irving . Friedman

DEPT. Office the- id nt

SIGNATURE
SIGNAT M IVIDUAL AUTHORIZEO TO APPROVE)

For Use by Archives Division

7 ORIGINAL (Fie Copyi)
(IMPORTANT: See Secetaries Guide for preparing forms) Chocked for Dispatch:
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ForA No. 27
(7461)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION ANDDEVELOPMENT CORPORATION

OUTGOING WIRE

TO: I.G. PATEL DATE: MARCH 7 1968
MINISTRY OF FINANCE
NEW DELHI CLAS5 OF FULL RATE

SERVICE:

COUNTRY: INDIA

TEXT:

Cable No.: EYE AND PROBABLY EDNA EXPECT ARRIVE NEW DELHI FRIDAY FIFTEENTH

STAYING ASHOKA LOOKING FORWARD SEEING YOU WARM REGARDS

IRVING

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME 2>.;
Irving S. Friedman

DEPT. the President

SIGNATUR ...

(SINA RIZOO INDIVAI. AUTHORIZED TO APPROVE)

For Use by Archives Division

ORIGINAL (Fie Copy)
(IMyPORTANqT: See Seretaries Guide for preparing form) Chocked for Dispatch:
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Form No. 27
(7-61)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION ANDDEVELOPMENT CORPORATION

OUTGOING WIRE

TO: RAUL PREBISCH DATE- MARCH T 1968
UNCTAD
NEW DELHI CLASS OF FULL RATE

SERYtCE:

COUNTRY: INDIA

TET ARRIVING NEW DELHI FRIDAY FIFTEENTH PROBABLY ACCOMPANIED BY
Cable No.:

WIFE (STOP) HOPE EARLY CHANCE TO SEE YOU WARM REGARDS

FRIEDMAN

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

Irving S. Friedman
NAME

ffice of the President
DEPT.

SIGNATURE
(S ATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use by Archives Division

(IMPORTANT: See Secretaries Guide for preparing form) Chocked for Dispa~ch-
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HeAdquarters-
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CaU. Ad&e.. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cabf. Add-es - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16t) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, NewDelhi, India

Letter No* 60 March 7, 1963

Dear Dick:

On Aarch a and 5, Committee Three continued the discussion
of the report to UNCTAD of the Inter-governmental Group on

ago Supplementary Finance, I enclose the reports to files on these
two meetings prepared by Sarma and Jalan.

I have dealt with the intervention of Cuba in a separate letter.
So far as some )ther important interventions are concerned, I will
try to write you a separate letter as soon as possible.

With kind regards,

Sincerely yours,

Arthur Karasz

Mr. Richard Ho Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
ashington, D.C.
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ietm No. M6 Narch ?, 1968

Dear Arthurs

So that ym will mw that your letters hbv* been arrivn#g,
I acknowledge receipt, as of the end of the day an Mareh 6, of
letters nuboreo through 45. We have been chaumolling tham to
interested perss in the buildti, and always to friedmxn and
laisarok.

I noted your report, In letter No. 44, that a seobor of the
Yugoslav delegation suggested in Committee Tres the possibility
of the Bank's adding a third" lower interest rate for loans to
the developinag countries with the lowest per capita inxcw . It
soends as though he wore not awar* that the 4aret eligible"
rate structure has been abannd, so that twere is now only am
Bank rate, and that the proble of omttriey with sme, but not
enough, creditworthiness for bank loas In handled br providing
them with a blend of Bank and IUA financiag, t poorer receiVing
a larger cwV==t of oredits than of loans. If 7vu think it
wrth whil, you night quietly enliotrn the gentlessn.

With dMm vegarda,

Sine

.math
,rtr

Developnt Depurtnt

Mr. Arthur Karsa
c/o Resident Represeattive
IMD
F.o. B= 416

XBoskeystab

cc: Mr. Consolo
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Headquarters
Washington, D.C, U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.U. Adr - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.bU Add.. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16t) -FRANCE

Telephone - 553-2510

Letter No. 61 March 6, 1968

Dea r Dick:

I would like to thank you for your Cable No* 16 which,
among othersi clarified the relationship between 31F: end
schemes on comodity stcbilization. Your cable was very helpful
in todayts discussion in Committee Three0

This was the last day of the discussion of the 3ank Study
on supplementary financial measures. At the end, of the meeting,
the representative of Ceylon requested the Chairman to ask the
World 3ank to explain the Bank's ideas on two problems:

19 Export shortfalls and other causes of disruption*

2, The relationship between supplementary finance and
commodity stabilization studies.

I enclose text of the statement made on these subjects by Sarma
in the meeting of Committee Three. He had discussed this matter
before the meeting with me and, especially as the first part of it
(export shortfalls) is a technical matter, I thought it was right
that he made thestatement to the Committee*

With best regards,

Sincerely yours,

Arthur Karasz

Mr* Richard- H Demuth
Director, Development Services Department
International Bank for
Reconstruction and Development

dashington, D.C.
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COMMITTEE III : March 6, 1968

(Statement by Mr. N. A. Sarma, in response to a suggestion by
Ceylon from the floor, through the Chairman).

Export Shortfalls and Other Causes of Disrution:

1. The Statistieal and Conceptual difficulties in such Study
were explained in the hater-governmental group.

2. The attempt to make a quantitntive assessment of the
relative magnitude of export shortfalls compared with other
causes of the disruption of development programs has not been
possible. Within the context of the Study on SF1, the relevant
concept of shortfalls is the one ftch related actuals to expeeta-
tions. With respect to export shortfalls, we had an available
body of experience in the bank which we could use to give *me
statistical measure to this concept. ' There are no comparable
dat* pertaining to expoetations in respect to aid and private
capital flows. We can only observe the actual flows, and
year-to-year fluctuations therein. No reliable data are
available about private capital flows, and the movements have
been erratic; we could, of course, have defined such expecta-
tions in an artificial manner, but the results would depend so
crucially on the manner of deriving such expectations that the
results would not have much validity.

3. We have, therefore, to fall back on a qualitative assessment
of the probibm. Some relevant considerations in such a qualita-
tive assessment are :

(a) Export earnings constitute the major part of the foreign
exchange receipts of the less-developed countries, compared
with the other categories of receipts.

(b) Furthermore, export earnings are the chief source of foreign
exchange for most of the developing countries individually,
whereas other types of foreign exchange receipts have been
highly concentrated in particular countries, especially in
the ease of private capital flows.

4. It is also useful to consider the relevance of an assessmentof the various causes of disruption for policy action. Even ifshortfalls in official and private flows were as important in
magnitude and disruptive effect as shortfails in export earnings,
it It difficult to imagine what international action can be takento deal with such shortfalls, especially so in regard to inflows
of private capital.

S. In conclusion, the major fact one has always to keep in mindis that their own export earnings constitute the bulk of theforeign exchange receipts of LDC's - some 80 percent. Given theclose relationship which exists between investment decisions andforeign exchange a#ailabilities, it is obvious that shortfalls inthese earnings can have an importantly disruptive effect on thedevelopment process.



CONMITTU III March 6, 1968.

(Statement by Mr. N.A. Sarma in
response to a suggestion by Ceylon
from the floor, through the

Chairman)

SUPPLEMENTARY FINANCE AND COMMODITY STABILIZATION STUDIES

1. References have been made to the Commodity Price
StabiliZation Studies now in hand, and their connection to
S.F.M. As I mentioned earlier in this Committee, it is
not possible to anticipate, the conclusions of these studies.
However, it is the view of the Bank Staff that there is no
conflict between commodity arrangements and S.F.M.

2. Progress in negotiating commodity agreements is likely
to enable countries to have more aocurat, expectations of
their export prices and, hence, in part of their earnings, on
the basis of which to formulate their development prograns,
and will reduce the cost of supplementary financial measures.
This effect would depend on the number of commodities subject
to agreements and the operative features of such agreements,
especially in regard to expert volume. Insofar as commodity
agreements on individual commodities seem to take a consider-
able time to negotiate and conclude, this effect would be
correspondingly postponed. In this connection, there are
two further points which may be mentioned. Firstly, while
commodity agreements may make future prices more predictable,
they would not have the same effect on expert earnings in so
far as they are due to volume change*. Also, even if a
large number of comodity agreements are successfully concluded,
they are unlikely to cover the total earnings of a country
from all its exportable commodities (including invisibles) so
that there would still be need for the approach through
supplementary ff mamcial measures.

3. Just as, more generally, trade prOmeotion and development
aid are not mutually inconsistent, commodity agreements and
supplementary finance complement each other and are both needed.



March 6, 1968

~ear Dr. FIgleyi

Mr. Wood is not in the Bank this uoming, but
ho ha8 asked me to thank you for your letter and your
generoua s coments about his address at the U!RCTAD
seazion in Ntew Delhi. It 5 also Very kdind of you
to a our extremely interesting rticle on
"Christians and an Over-all Strategy of Development."

I personally read. this with extra attention,
since I am going to attend the Beirut mueting. I am
looking forward, too, to the p per which you are help-
in to or particl'ary -or that occaoion.

inc rely yours,

Uhrold OrTvew
Associate 'irector

Develop=,nt 3erviees 1epartnant

Dr. Richard M. Fagley
Coaovasion of the Churches on

Internatioual Affairs
World Council of Churches
297 Park Avnue South
New York, N. Y. 10010

cc: Mr. Steckhan

HG:tf



FOMNO.'75 RrOINTERNATIONAL BANK FOR
FORM 7 RECOTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE INTERNATIONAL DEVELOPMENT
CORPORATION ASSOCIATION

Date
ROUTING SLIP March 6, 1968

NAME ROOM NO.

1. Mr. edman 1223

2. Mvfi ewl 800

General Files 233

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

Comment Per Our Conversation
Full Report Recommendation

_ Information Signature
nitial _ Send On

REMAKKS

From

Shirley Boskey



FO N 6

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR I ALFINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME ROUTING
OF CABLE: MARCH 6, 1968 1750

LOG NO.: WU 24 / 6 ACTION (DPY: MR. DEMUTH

TO: INTBAFRAD INFORMATION
COPY:

FROM: NEW IELHI DEcODDED BY:

TEXT:

17 FOR DEMUT9

COMMITTEE THREE COMPLETED DISCUSSION SFM. M0ST LDCS AND SOME IEVEIOPED

LIE SCANDINAVIANS FULLY SUPPORT EAN SCHEM. OTHER LIEE ETHERLANDS

SWITZERLAND UNITED KINDM EXTENDED VARYING SUPPORT. HOWEVER I4PORTANT

IEVELOPED LIKE FRANCE GERMANY JAPAN USA MXPESSED EIOUS RESERVATIONS

MOSTLY ABOUT ONE OR OTHER OR BOTH ASPECTS

AAA EXPORT PROJECTIONS

BBB POLICY PACKAGE.

ACORDING THEIR DECLARATIONS 'O COMMITTEE THEY WILL HAVE DIFFICULTY

AGREE ANY CONCERTED TEXT CREATION OF NEW SCHEME AIONG LINES BANK STAFF

STUDY. UNLESS UNFORESEEN EVENTS ABOE MENTIONED IEVEIOPED NATIONS WILL

PEFER EXTESION ON A BRADER BASE OF INTERGOVERRENTAL GROUP TO DISOUSS

SN INCLUDING ALTERNATIVE SCHEMES. THIS WILL OF COURSE BECOME ONE OF

HOTTEST ISSUES OF UNCTAD AND NO ONE CAN PREDICT FINAL OUTCOME OF

POLITICAL NEGOTIATIONS. DETAILED REPORT FOLLOWS REGARDS

KARASZ

AS RECEIVED 1A

IR N IN TIN REGARDING CABLES PLEAE CALL E ICATIONS UNIT EXT. 2021 IR

ORIGINAL
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Washngton, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.e Aa- - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.Ui AA& - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16g) - FRANCE

Telephone - 553-2510

Letter No. 59 March 6, 1968

Dear Dick:

I enclose the second progress report on the work of Committee
Two (Iianufactures) prepared by de Fontenay,

As is indicated in the last paragraph of the report, the work
of the contact group has been suspended. The Committee is in serious
trouble because there is no agreement on any of the questions, I
have asked de Fontenay to prepare a paper explaining in detail the
unsettled subjects. I hope to be able to send it to you tomorrow.

With best regards,

Sincerely yours,

Arthur Karasz

Mro Richard H, Demuth
Director, Development Services Depa rtment
International Bank for
Reconstruction and Development

Washington, D.C,
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FORM No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: FILES DATE: March 4, 1968

FROM: Patrick de Fnntenay(t'

SUBJECT: UNCTAD II: Second Progress Report on the
Work of Committee II

The Second Committee of the Conference is continuing the discussion
of the first item of its agenda, "Preferential or free entry of exports
of manufactures and semi-manufactures of developing countries to
developed oeuntries."

It has completed its examination of the following topics: duration of
the preferential scheme; special provisions for the least advanced
developing countries; and existing and reverse preferential arrange-
ments and their relation to the general system of preferences.

16 Duration of the preferential scheme:

The OECD report states that the new preferential scheme is to be
temporary and degressive. The developing countries supported by several
developed countries urged, however, that the preferential scheme should
last as long as was necessary to achieve its objectives and, in particular,
to facilitate investment in and export from developing countries. With
regard to the degressive aspect of preferences there was general agreement
among the LDC's that degressivity decreases the usefulness of the scheme
by introducing an undesirable element of uncertainty.

2a Special provisions for the least advanced developing countries:

The Committee appeared unanimous in the feeling that everything
possible should be done to enable the least advanced developing countries
to secure a fair share of the benefits accruing from a system of general
preferences. The LDC's pointed out that the special measures proposed
in the Charter of Algiers to assist the least advanced countries would
have to form part of the general system of preferences and, in xirticular,
that the 3cheme adopted would have to last sufficiently long to enable
those countries to establish export industries. They emphasized the
need to include processed and semi-processed agricultural products in the
system since the least advanced countries would otherwise derive no
immediate advantage from the scheme. They also said that the escape clause
should not be applied to the particularly uncompetitive products of the
least advanced countries and that permanent machinery should be set up
for periodically reviewing the effectiveness of the preference system
from the standpoint of those countries. They also proposed supplementary
measures under which the developed countries would provide technical
assistance to the least advanced countries and that the internatinal
financial institutions should provide additional financial resources for
their public and private sectors on more flexible terms.

0040/90



The developed countries observed that the fact that there was no
special section on the least advanced countries in the OECD Report did
not mean that no special benefits were to be accorded to those countries.
Some of them stressed the need to define the least advanced countries
because the special measures to be taken in their favour would differ
according to whether they were applied to a qualitatively restricted
group, or to all the LDC's with only a few exceptions. France suggested
that one possible way of dealing with the problem would be to terminate
preferences for those countries whose products had become competitive.
A number of developed countries pointed out that in the case-by-case
examination of processed and semi-processed primary products they would
take the special interests of the least developed countries into account.
Further, in regard to the duration of the system of preferences, the
industrialized countries would maintain a flexible attitude, and decisions
in regard to escape clause action would be taken with due regard to the
situation of the least advanced countries*

3. Existing and reverse preferential arrangements:

The majority of Committee members agreed that the general preference
system should ensure at least equivalent advantages for the developing
countries which enjoyed preferences in certain developed countries. The
Charter of Algiers explicitly called for adequate dompensation to those
countries whose preferences would be absorbed into the general schemea
It was nevertheless recognized that at the present stage of the discussion
it was impossible to say exactly how far the general system would be
capable of providing such advantages.

A number of developed and developing countries expressed the opinion
that the general preferences system should gradually absorb existing
preferences. Some developing countries expressed the opinion that it
would be necessary to start on the assumption that the developing countries
would receive advantages from the new scheme at least equivalent to those
they enjoyed at the present time. Once the details of the system were
known, the question of compensation for loss caused by the abolition of
the existing preferences could be examined.

Concerning reverse preferences, granted in the markets of some
developing countries to some developed countries, France, supported by
some African countries stated that the question was - secondary importance
and sh1uld be settled among developed countries, but that the reverse
preferences granted under the Yaounda Convention were bound with provisions
concerning financial and technical assistance. The U.S. supported by theNordic countries, the socialist countries and some other developed
countries, favoured the abolition of the reverse preferences. Interestingly
enough, the representatige of the Netherlands indicated that although his
country enjoyed reverse preferences under the Yaounde Convention which
expired in a yearts timeit would use its influence in the EEG to ensure
that the principle of the abolition of reverse preferences would be adopted.

0** / 96



#- 3 -

The U.S. delegate said that the Latin American countries had repeatedly
urged the United States to redress their situation as the only major
area of the world without preferences in any major world market. There
were only two broad ways of responding to that appeal, a generalized
system designed to put all developing countries on an equal footing in
all industrialized country markets, or further proliferation of special
arrangements, The U 6S. believed that the former was the more desirable
course of action.

It was announbed on March 1, that the Contact Group of the Second
Co mittee had been temporarily suspended. Some developing countries had
already recognized in the Committee that the developed countries needed
more time to settle between themselves the details of the scheme, the
principle of which they had adopted only last November.

cc: Mr. Karasz (2)
Mr. Sarma
Mr. Jalan





fivadquarters:
Wiahigton, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.b Ad&-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cahe Addrs - INDEVAS PARIS

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

Telephone - 553-2510

Letter No. 58 March 6, 1968

Dear Dick:

I enclose Sarma's summaries of the meetings of February 28 and
29 on Committee Three. The meetings dealt with growth, development
finance and aid (Agenda item 12)a Suppliers' credits were brought
up by the representative of Spain. As was to be foreseen, he requested
the Bank and )ther international agYencies (particularly the Department
of Economic Affairs of the UN) to speed up their study on export
credit facilities by developing countries. Belgium had mentioned the
same question and brought up the IDB experience on this subject. (The
intermediary answer by the Zconomics Department had been distributed
in the meantime as a Conference document),

As reported in my letter N1. h5, Mermolja's introductory statement
on supplementary finance was delivered at the end of the meeting of
February 28. I enclose with this present letter the entire text of
his statement (TD/II/G.3/L.9),

-With best regards,

Sincerely yours,

Arthur Karasz

Mr4 Richard Ho Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C.
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H.eAdquatersa
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.le Adree - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.Mbe AAd - IN D EVAS PAR IS

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

Telephone - 553-2510

Letter No4 57 March 6, 1968

Dear Dick:

In the meantime, you must have received my letter No. 48 on
an important draft resolution being discussed between the two main
groups of the Conference.

I would like to emphasize that I reported only about a draft
and that there is no resolution yet in sight. On the contrary,
it might happen that entire paragraphs or even entire chapters
of the draft will never be submitted to the Conference as such.
This will depend on the negotiations being held at present among
representatives and/or groupso

I tried to explain to several key representatives of India,
Pakistan and Latin America, the structure of the Bank and how important
it was for us to be able to raise funds on the market. In short. I
tried to explain to them that the less they talk about the Bank as a
fund-raising institution the better it is; that the money market is
a very complicated institution and it would not help in any way
if we frightened the potential investors.

I got promises that they would keep these ideas in mind. I hope
they will succeed.

With best regards,

Sincerely yours,

Arthur Karasz

Mr. Richard H. Demuth
Director, Development Services Department
International Bank for
Reconstruction and Development

Washington, D.Ca
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1leadquaxters:

Waghington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cabe Addwe - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cabe Ad- - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 56. March 6, 1968

Dear Fred:

Please refer to your letter Noo 13o dated February 28.

Roberta Lusardi was right when she spoke about the creation of
"contact groups" in the Conference. In the meantime, you might have
seen my letter No* 42 in which I talk about the same subject, and
about the rather complicated structure of the Conference.

In this letter I can only confirm to you that there are contact
groups for each Committee* The contact group is nothing but a
committee with a reduced number of members. The idea is that, in
this way, the very opposing views of the groups can be more easily
discussed. Unfortunately, the contact groups are also too large so
soon there will be "super contact groupstf, etc*

There also exist five drafting committees consisting of the
Rapporteur and his friends0 No contact group has yet been established
for the Plenaryo I am pretty smre there will soon be one, including
"key figures". It is only my guess for the time being that among
"key figures" we shall certainly find K.B. Lal, Jolles (if he returns)
and one or two representatives of Latin-America and Africao

1 shall report again as soon as I know more about this matter.

With best regards,

Sincerely yours,

Arthur Karasz

Mra Federico Consolo
Development Services Department
International Bank for
Reconstruction and Development

ANashington, D.C.
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Headquarters:
Wasbg.on, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cab. Aadd. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable Addr - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (169) -FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

DECLASSIFIED
Letter No, 55 March 6, 1963

JUN 2 4 2024

Dear Fred: .WBG ARCHIVES

I received your interesting letter No. 10, dated February 23,
with its annex the memorandum by Leonard Rist on his visit to Romania,
In my present letter, I would like to report about two subjects:
(1) the Romanians, and (2) the Hungarians.

1 Last week, before the return of Voloseniuc to Bucarest, we
had another luncheon-meeting with the Romanian delegation. This time
Edgar Jones was also present and as I had explained the Bankts role
at our first meeting most of the luncheon was spent dealing with
problems relating to the Fund. Edgar explained a series of technical
matters* I am sure the Romanians knew these details very well from
their own documentation, and from previous conversations with the
Fund officials. They just wanted to hear it, also, from another side;
this is generally their styleo

They seem to feel very uncertain about the timing of any action
they might take with the Fund and the Bank. They repeated the question
they had asked me at our first luncheon: What does Edgar Jones think
about the reaction of the Board if Romania submitted an application to
the Fund? Does he think that it would be a good idea for Romania to
take such initiative in the course of 1968, that is, before the elections
in the United States?

As you remember, they had asked me the same question on a previous
occasion.

Neither Edgar nor I could give them any satisfactory answer.

Voloseniuc left one day later. I have the distinct impression that
they are intrigued by the Bretton Woods institutions, but are not yet
ready to submit an application,

Mra Federico Consolo
Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C. 0/4
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This happened last week. In the meantime, there were the events of
the Conference in Budapest, No-one can foresee what this will mean for
the future fate or the future policy of Romania,

2. This week was the turn of the Hungarians. I had dinner with the
delegation (Nyerges, head of the delegation, and Eross, representative in
Committee Three).

I knew them both but, nevertheless or maybe just because of that, the
atmosphere was somewhat tense at the beginning of the dinner. Incidentally,
the tension might have been due, also# to the Budapest Conference because
we happened to dine on the day on which Romania excluded herself from that
meeting. I did not know it on that evening, but I can easily imagine that
the Hungarians were already informed.

After a long and quite inconclusive conversation on general subjects
of UNCTAD, Eross suddenly brought up Bretton Woods. He got very excited
and explained to me that they are in an extremely difficult position
because "they" (he means he and people of the same "liberal" opinions),
have made great efforts to convince their government and public opinion
about all the advantages of the World Bank, especially about its
tfuniversality", i.e., the Bank would be the best meeting place for East
and dest.

All this has been ruined, he continued, by the events of the last
months. It has become clear to the rulers in Budapest that the World Bank
is an instrument of the Americans and, therefore they (Eross and company)
are in trouble. What he was explaining to me was that they were less
ready to talk with us than some time ago4  It often happens in Communist
tactics that after having made one-half or one step forward they suddenly
step back again. The reason might be a sudden wind from the North, or
their present discussion with the Romanians. (Incidentally, the Hungarians
are quite well informed about the recent steps taken by the Romanians,
whom they dislike intensely).

Thus, it was an unsatisfactory meeting and it was not clear at all
why it had been initiated. I did not discuss their allegations concerning
the so-called American orientation of the Bank, but limited myself to
explaining that we are ready to give any information they might need. I
told them about Leonard Rist and where he could be reached.

Would you please inform him about the above?

,lith best regards,

Sincerely yours,

Arthur Karasz

cc: Mro Demuth





Headquarterm
Wasbington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cabl Addr-s - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATIOBECLASSIFIED,
Ca6 Addr-s - INDEVAS PARIS

EUROPEAN OFFICT: JUN 2 4 2024
4, AVENUE D'IENA, PARIS (16") - FRANCE

Telephone - 553-2510 WBG ARCHIVES
c/o Ashoka Hote, New Delhip India ,

Letter No. 54 March 6, 1968

Dear Dick:

As you will see from the daily reports of Sarma and Jalan,
Committee Three is concentrating its work on supplementary finance.

There was rather an unpleasant incident when the representative
of Cuba took the floor and made a statement against the scheme of
the Bank. He tried to be funny and said among other things that SFN
was a "financial miniskirt which only accentuates the financial
nudity of those who receive assistance from it". Thereafter, he
made a personal attack against Mr. McNamara and his role as Secretary
of Defense4

The Chairman of the Committee tried to minimize the importance
of the statement by the representative of Cuba, and made it appear
more as a sort of joke.

It was rather difficult for us to decide whether we, as the
Bank delegation, should or should not do something about the Cuban
statement dealing with the person of Mr. McNamara, Finally, I decided
it was better for us not to do anything, first, because Mr. McNamara
will not become President of the Bank until April 1 and, second,
if I had said anything in the Committee it would only have pleased the
Cuban delegate who would have answered with another hour's speech.

What I did, however, was to mention it once more to Everts
yesterday morning and left it to his discretion whether he would
revert to the statement as Chairman of the Committee. Everts understands
the problem very well and will think it over. I do not think he will
revert to this matter again, probably for the same reason as I did not0

I enclose a somewhat incomplete clipping on the incident from
"The Statesman", India, dated. March 5, 1968,

Sincerely yours,

Arthur Karasz

Mr. Richard Ho Demuth
Directoro Development Services Department
IBRD, Wpshington, DC*
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later No. 9 Xarch 5, 1968

Dear Arthurs

I an replying to your letter No. 38, to Dick, dated

Fbruary 28, in thich you inquire about the letter numbering

system. Numbers on letters to you, no matter who writes them,

are provided seriatim by Comnications. Irvingts letter No. 2

of Nbruary 5 is presumably the second letter sent to you at the

Conference originating in the Bank. Letter No. 1 was dated

January 30, and was written by se. I enclose a copy. Since I

assume it arrived, I shall try not to draw any inferences uncompli-

mwntary either to ae or to you from the fact that it apparently

made no impression and indeed, may even by now have disappeared.

Yours sincerely,

Shirley Boskey
Development Services Department

Mr. Arthur arass
C/o Ashoka Hotel
Now Delhi
India

SEB:mmed
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Headquarters

Washingon, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.bleAAAr. -INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION ,
Cabe AdAA - INDEVAS PARIS

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

Telephone - 553-2510

C/o Ashoka Hotel, New Delhi

Letter No. 53 March 5, 1968

Dear Dick:

I refer once more to your letter No, 7,

So far atsthe form of the report is concerned, there was some
delay in the receipt of the model which the Fund had sent to Edgar
Jones and I only saw it this evening after having already mailed
the reporta Nevertheless, I don't think there will be any trouble,
because the form we have given it is about the same as that used in
1964.

In 1964 we also prepared a second interim report, towards the
end of the second month of the Conference. Do you think we should
do the same this time? In the affirmative, I would suggest that
we prepare the report as of March 16, which is the deadline for the
work of the five committees. March 18 - 25 will be used for plenary
meetings and I suggest I report on that last week, following the
conclusion of the Conference, after we have received the Final Act
and all other necessary documentation.

With best regards,

Sincerely yours,

Arthur Karasz

Mro Richard H. Demuth
Director, Development Services Department
International Bank for
Reconstruction and Development

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPOP
CabU Ad&-. -INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cahbl Addr - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 52 Harch 3, 1963

Dear Dick:

Working Party Nou 2 deals with regional integrationo

As reported in my letter No. 43, at the request of the

4orking Party, I made a statement on the Bank1s activities in

this respect on February 29. On that same day, Edgar Jones

spoke on behalf of the Fund. I enclose a copy of the text
of his statement for the files.

With best regards,

Sincerely yours,

Arthur Karasz

Xr. Richard H. Jemuth
Director, Development Services Department
International Bank for
Reconstruction and Development

Washington, DC.
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Headquarters
Wa.hington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CabU. Addr - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable Add - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter No. 51 March 5, 1968

Dear Dick:

I enclose progress report, prepared by Jalan, of the meeting
of Committee Three (Financing) held on Mviarch 1, 1968.

The meeting dealt with supplementary finance and heard among
others the statement by Argentina, on behalf of the Latin-American
countries, expressing support for the supplementary financing
scheme if the Bank Staff.

It was at this meeting that the Bank was requested to state
the timetable of the programme on the Rio Study. I reported to you
on this matter in my letter No- 46.

With best regards,

Sincerely yours,

Arthur Karasz

Nr4 Richard H, Demuth
Director
Development Services Department
International Bank for

econstruction and Development
Washington, D. .
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UNCTAD II : COMITTEE III

March 1, 1968

2%e d1smessles en te Supplementary mimmelal
Measures begam today In GeSmtte U. Ceylem ArgeAtima,
India ex& lalaysta made smeral statements. 1 *f them
endorsed the essential elements ef Beak Staff Seheme end
urged on early agreemest Is primeiple in the Commiteer.

suggested tat an agreement so Oplemestary
IFInsava 9 es was Useeary ee2R Setly w1 a likely

g Inm t on Preferesses; many of the I*e devloped
ouantries we*unlikely . galamob from Ihe later eowees-
sgn. reress Is the CSmedity field was likely to be
extremely a ew* This Soheme was sempatible with eemedity
agreementS and orgamisatiem ef matkets.

the Cemmittoe and the Coeferewe eoult agre. es the
essential i e s f sfUppleeintatry plasamee SeeNse as
proposed by. go* Saft. he @ef*tesse shemid then
repest She ittor-gowermcmtal eup So svene Immediately
and reeed with $he selutien *f usresolved questions per-
tatin to the shme, asd en the basis of the bread
guidelies adopted by $he cemferemee draft e sehee to be
.os.idered at the 7th Meting of thE' Tradand boveleest
3*ard. the agreed seheme seuld then be seat for appropriate
asete to the oard of Goversers of the World Beak whik
veuld praeesably be the Ageasy administeriag the SIbeme. It
all wens well, the Seheme should be operable In 190.* Aetmal
disbursemt wmuld, however, begin somewhat later.

AIme at eb the developi eemtries made at the last
sesien ef the Inter-goverment (which has bees
*iretlatod as a Cenforenee dement) md urged the developed
eountries to take immediate aetiom em this Sfheme. Argentina
said that there was a wide measure of agreesst en the
followiag pilates (a) It is desIrable to have a scheme of
Supplementary Pinameral Measures; (b) At present so meehamis
ef this kind exists; (e) Resovrees fer supplementary Finaseal
Soheme would be additiemal to basie finanee; (4) The Seheme
suggested by the Beak Staff was a feasible solutie to the
problems under oeosIderation.

As sch, the Latin Ameriean eoustries would expeet
the deleied euntries to support the Scheme fer Supplementary
VimaoIal Measures, the prisciple ef which had already been

(sentinued .. 2)
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agreed to In the First Coferenee. Farther, the developed
*.untrios should also make it known to the Conferenee whom
they would want this sehome to begin operations. the Latin
Amerioan oeoatrios expected a defitnite answer from the
developed esentries en thie item.

asa14 that It had plaeed mueh hope In
Resolution A.V.14 Vbsh Wee passed at SWAP I, and In the
essellent stay prepmred by the Bank Staft In response to
this Resolutione. It was, however, disappointed at the
unwiIliagmoes of sme developed ountrios to oeomit themselves
to the sheme. It felt that the Deak Staff Sehomo was
feasible, and adequate to deal with the problem under eo-
sideratios. It thorefere saggested that the Izeutive
lireetore of the World Dank sho14 be invited to draw the
final report of the Shome ter Supplementary Piamolal
Moasures to be submitted to their bard of Sevornors as soon
as possible.

IA (Ambassador Swaminatham) said that the stand
of the dIW91ag esuntries as Supplementary Panamtal
Measures, wit whie India fully agreed, was expressed in
the Joint statement of the S s. the Seheme filled an
important gap In international mashiney; this was compatible
with the Sheme for Murket Organisation, singe if a seheme
for Market Orgainaifion eame into existonee this would be
taken into onsideration in making the expert projeetions by
the developing ooentrice. The developiag soustries had
ftrther agreed in the inter-govoramental group that the
scheme sheuld net be open-ended and that there ebeuld be some
provision for rationiag. So far as poliey undeftading is
eenoorned, the Bank, the I.s.F. and other international
finamcal Institutions had already had onsiderable experiene
and a workable solution onsistent with national sovereignty
oeuld be tund.

India appealed that the Conference should make a
uanaimos deelaratie in favour of the Supplementary Finamoal
Measures. Suoh a scheme should be based on the main elements
of the Bak Staft $*heme. It should be finalised within
the maehinery of the UNCTA3, and should come inte existence
by 1910.

Before the gameral statements, e SUpplementary
Finameial Memsures, the VX, had requested the Bank and the
Fund representatives to a k statements on the progress
already made en the qank-Fund emomdity Study, and the pro-
eise date when this Study was expected to be eempleted.

(eentinued .. 1)
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Tasasia, Ceylon and other dologations also felt that it
would be useful for the Cemitteo to have am idea of the
time whoa this study was eeted to be eenpletod. In

response to the suggestie y the Chairman that the Dank
and the PWun should make sach a statemeat, Mr. Sarna, on
behalf of the Bank, sad Mr. Jones, en behalf of the Pund,
indicated to the Comittee the nature of the study beiag
undertakes, and al** the wish of the Board of Govormers
that this Study should be cempleted it possible, by the
time of the next Annual Meting. hey, however, pointed
out that it was too early to say preeleoly when this Study
would be empleted. Nor was it possible at this tine,
to give an idea of the sope of this Stim beyond what was
suggested In the resolution. There was some dissatistf-
ties expressed by the U.K., Bolivia and Ceylon at the fat
that the Bank and the PAd could net give a no" preelso
answer to the question of timetable of the Study.

The ChaIrmen suggested that the Bank and the Fund
representatives lot the CeIttoe knew of anything further
they could find out in this regard from their Read Quarters.

ees Mr. Karass (2)
Mr. Sam
Mr. do Foutenay
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Tieadquarters,

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.. Addre - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.. Add&-.. -INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16E) -FRANCE

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

Letter Noo 54O March ', 1963

Dear Dick:

Enclosed please find the third progress report on the work of
Committee I (Commodities) prepared by de Fontenay.

In paragraph A(c), he mentions the draft resolution, introduced
by France, on the stabilization of commodity prices. The draft
also mentions the "Rio Study" of the Bank and Fund, and emphasizes
the importance of assistance from the international. institutions
in helping to solve certain financing problems such as buffer stocks, etc.

I enclose a copy of the draft resolution for the files,

With best regards,

Sincerely yours,

Arthur Karasz

Hr. Richard h. ieuth
'iroctor, Developmenit ervices Department
International Bank for
Reconstruction and Development

Washington, D.C.
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FORM No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: File DATE: FebrUary 5, 1968

FROM: Patriek do Fontemsy

SUBJECT: CTA Il t Third Progress Repet on the Work of
.. ~*..... Committee i:

A. The Commttee has new ompleted the exemination
of these itqms of it* agenda relating to 'problems arising
frem the develepwent of syntheties and subs*itutes' and
*role and finmoing of diversiieoation progrommest. Prior
to the discUssiOs, three items of business were dealt with:

(a) The representative ef the FAG intrdnOd tht
reports .f the ISecond aad-Third Sessiom, of the studw Greup

05 @ilseed, 0 35 da FetS. IIn the eNsUing 4I#~Sioh0en,
a umber~ t LU90' proposed that the C461tt.S reo.0lmnd the
confetanoe to et up a inter.gevernmtal eeasultative
Cemittee to prepare an international agreoment;

(b) The Committee heard the represemtatie Of the
wIntern&tienal Tin Council- (Mt. Allis) deso'ibe the
0e rati6 of the but fer ateok in tin. Xe indicated that
te Cemoll had ap1OrOAhed the laek and the 7aud is 164
to obtain finaAeing, but that they wefte turned down. ' ivate
bane hwever, had boON prepared tO graf the ecessory~
erehil. Re j4i5 6onsidered that i bffer #teks wte to

b establish*d tar a f nutbr of moditi*S, it weuld bO
more i, tIt' ad sore eONomiOal to fianee them through
a central international ageney suoh as the IDIL.

() In a swuprise ove, France intteduoed a draft
reseuttON en the stabilisatien oft sonedity pries 1hish,

1sttA-. cawells the attention-et 1B29 -ad to the
it attaeh% to the aiew stOdy ... , Wand

es ibs the i rtanee o mamIstameo fr them (I3D3,
KV), e1*1sps-y s helpig to solte oertaN finsoIfg

rolems, suOh as buffer etoeks, eNd providing baeg--tern
basking for the diversitioation efforts dome neesay".

3. Problens arising trom the development -of
VAnheties and substituesi

In regard to the L og-term measure5 to improvO the

compOtitiVIty of the natur preets, seolral devlop ing
eoeuntries supported a proposa by for establis ng

(oontinued .. 2)
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a w4tareh fuMt controlled by UNC AV. As to UNCTAD's
futute sotivitieo 6n problems oonowthlug syntheti.U, the

Sand sme4.eOloped oountrLes e9rised the opSiAni that
e teettns t te ?eraabe*t Group 63. SybThetios and~

gaUbtitu.tew* hiok hAd met for the first 1104 in Gonera in
Abgj*tWL", be exeroised by UKNTAD's Comittee en

c41.. dties.
The Cofmittee also eonsidered the speolf6i Oreblems

~ewi slg Ia 'neetion with octAl comaciti es ana Ia
prti*ea14, with "atut#1 rubber. that o neotihh thO

42eiegate said that he saw no reason why the CbAfirenoe
ld. 60 ak th Wrld lank and the IMP to earry out a

study of what might be done to help natAtal -ubber producers
fhose foreign ornenOy lacue Ka Effened through the faill
I% pnise4, ptovided aooount wOre taken in suc v et#dy not
ealy et -rubbez pwiees but s6 Of the overall 'eoimbie
positiob of the Gnuntty, the reosurees aaiiAble to it and
the i6tln it' was it selt taking. The question Of the
finaneing by the lbak of the replanting ef natural rubber
trees was not raised.

O. Role and fonanoins t iversifatie. a urerammoe

Intweuoiug this topic, the UNCTAD Sebtetariat
ibaleated that dlifIrstitomk WiS jTatlu6uiwly MeCd t
those oountriis predig ~emuedtle~ in persisteat burplus
Or' affeted. by th4 4evelepgu1 of synthetios ow sub-tituts,
and that those eoubtnis beuldbe helped lb twa Wbys. ObS
way wuld be tor the )&*al soureos of deve0ej.eAt flasie.,
through th#-'BU er tbr#Sgh bilatora arragsments, to give
high priority' t thi devilopmnt plans dt those oeuktrlie5
fae4 with ao3te diversifieAStie probleks. The se.obd, and
additlonbi ypfeath, woUld be for apee116 funds to be
raised within the ftinewok of an iaternitionasI eonaedity
agreement, auoh as was arranged within the International
Coffee Agreement.

Both developing aid socialist countries emphaslued
that th* basie requitements Or divereifioitieb,~pbrtioul5tly
of the vertigal type, waS 'improvet aoess to import *a*'kets
and that such asess should be on a preferentlal basis.

C6onerning the~ financing of diverafiatib 'pro-
gtet4Wed the 6-LC's pointd tothe direct ilik~betwe4b thO
ittament of. atibi. weubbetatie6 prifb for their exports
orptimu-Ay 6eomuotimi ad the aility to finaie the~
neessary diversification programmes. They expressed ooncern

(continued .. 3)



- 3 -

at the lsok of suffioieat intirlational fiasoe, espeolally
ftra th* %BU. Th*y lVOU the*e t1bli1-ng oe di*er-

12eatieon *,*:N as pai .of the iatE1"ati&Mg1 oenatdity
ageilet ad is thO 'ftut of a ovatkai diveiitin fund.

also popos*ed to sot up a selite fE under I'Ntw
LP'hes'to etala the fertiisoeA the? ~needOd to

develpagwioultete. i E1i ..id that the intet#htiotal
fina Ul# institvtisa5 1114 i~diuatC whether they Vet@
phepared- to *ntV1but to the 4tablishmet * a ocatral -
tUE or to. the 4rotioh of sp.Aial ?uMAm wor the divorsiti-
4atieS of sp*,io o1- nsoodities. a*alSo said thAt
the fiudings Or th' ZIRU/!W st e pes bl*'solutloas to
tho probltes ooraoting worit ttade is primary products
wero eagerly awatted. It proposed that VNCTAD should
establish am aetion gratp asof mas of ensuring that Iw!,
IMP3, *A0T and FAD adopted OopleeAtarY resolutions
oomitting them to joint astion in the matter.

The developed contes usually said that diver.
siatiokfj VaC oan itegal part of .eenouio developmnt and
that Sound diversifieatoen programms Were able to get
financing from existing sourbo of development fijno*.
Go- ~ also said that the studies made by IBRD .mE ZR? would
1009-11 a solution. The developed countries *tre not -in
favror -t a ceatral'diversifitotien fund, but supported the
inslusioA of EiVabifleation fus in speoifl4 internatienal
oommodity agreemvwe#, as in the ease of coffee.

1. fl couejetiol with the dIsoussion ot the above items,
MI. Arthur Xar&bt, ~4peaking oS behalf oat the~ Bank, Stated
that the Bank cohaiderad 4iveriiti O as a 'eds0S%~ step
for oouotries on*Vily ~epend#t 0 jizimary oosdmoditio s*h
iiSoztbed' the~la*k'd-cottrinuti3 ik thtt fillET. ' go il s

*e*ett~d to the t I Ooedy igSimo*d i*% i and-east that it
was iapasbible t6 pre4i6 What Its .6nbluisoons -*old be e6
the subijet Of baff~st lok'fElnan6OiEg 4 well as on all the
other elements of the pribilms studied.

K. The 23-usaber 'oeht~et gftti#g 0ot up by the Cmittoe
to start hogotiaties on padibl pointes of ar hent hal had
two gyikgC so ft, iS whio'1 it tart*& thO d*Wioa f a
'"rwgtaxwe of actions on oommodities presented by the Grep
of fT.*

00: Mr Katass (a)
Mr. sarma
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WBG ARCHIVES RESTRICTED

TD/II/C. l/L.4
26 February 1968

United Nations Conference on Trade and Development ENGLISH
Original- FRENCH

Ffrist Committee
Agenda item 10(b)

kAINI ELME1TS OF COMvODITY POLICY INCLUDING I1TERNATIOI AL COILODITY
AGREBENTS A1D OTER TECHNIrMES OF COhi&ODITY LARKET STABILIZATION

STABILIZATION OF COMvODITY PRICES

Draft resolution submitted by the delegation of France

The Second United TNations Cmnference on Trade and Development:

Reaffirming the importance and urgency of so planning commodity trade as to make

available to the developing countries the external resources of which they stand in

serious need;

Recalling the Recommendation adopted at its 1964 session concerning "international

commndity arrangements, removal of obstacles and expansion of trade" (Annex. A.I1. of

the Final Act of the First Conference);

Gravely concerned by the inadequacy of the practical steps taken to improve

international commodity trade conditions, and particularly by. the fact that since

UNCTAD's first session no new agreement has been concluded on commodities of interest

to the..developing~countries;

Noting the Resolution on commodity price stabilization adopted by the Board of

Governors of the IBRD and of the LNF 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-mentipned resolution;

(2) Epesses the hope that these agencies will be able to play an active part

in introducing suitable machinery comprising commitments balanced as between producer

and consumer countries, and to allocate the necessary funds thereto;

(3) Ebphasizec 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 diversification efforts deemed necessary;
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(4) Requests IBRD and fIF to transmit the study to UNCTAD, the body

responsible for the framing and implementation of an international policy on

commodities.

B

(1) Invites the Secretary-General of UNCTAD to make representations to the

Governments members of the 1967 United Nations Cocoa Conference with a view to the

solution of outstanLing problems, and requests the Chairman of the Executive

Committee of that Conference to convene it as soon as possible, and at all events

before the end of May 1968;

(2) Notes the convening by the Secretary-Gerieral of UNCTAD of a conference

on sugar;

(3) Invites the Secretary-General of UNCTAD to initiate without delay, in

collaboration with the competent international agencies and organizations, the

consultations required for the framing of the international agreements on

5O-ommodities to be decided upon after discussion in the Committee, bearing in mind

those mentioned in the Charter of Algier.7 and to report to the Trade and Develop-

ment Board on the subject at its September 1968 session;

(4) Invites the Secretary-General of UNCTAD also to report, similarly and at

the same meeting of the Board, on the measures which might be envisaged for the

following commodities of interest to the developing countries; Le-ommodities to be

decided upon after discussion in the Committee, bearing in mind those mentioned

in the Charter of Algiers, and also phosphates and tropical timbergJ.





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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.Id Add- - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.6b. Addr.. - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi$ India

Letter No4 49 March 5, 1968

Dear Dick:

On the basis of your Letter No* 7, dated February 21, 1968,
we have prepared,in cooperation with the Fund mission to UNCTAD II,
an interim report on the first month of the Conference, that is,
from February 1 - 29, inclusive,

I enclose text of this report. An identical text has been
sent by Edgar Jones to the International Monetary Fund.

With kind regards,

Sincerely yours,

Arthur Karasz

Mro Richard Ho Demuth
Director, Development Services Department
International Bank for
Reconstruction and Development

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cable Addres - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable Add. - INDEVAS PARIS

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

Telephone - 553-2510

Letter No. 48 March 4, 1968

Dear Dick:

The Contact Group of Committee Three is discussing a paper prepared
by the h771to I am told that the paper in its definitive form will con-
sist of three chapters:

I. Target of aid.
II. Voilume of aid.

III. Certain proposals concerning
a new policy of the World Bank,

I. Target of aid. The paper, which I have only seen in the form of a
temporary draft, establishes new and most strict rules for the calculation
of the one percent contribution by the developed nations* The target
should be one percent of GNP at market prices, and the paper explains in
detail the rules of calculating this amount (net of reverse capital flows,
interest and profit remittances, etca).

According to some representatives of the developed nations, the rule,
if it comes into force, would mean the increase by several billion dollars,
yearly, of their aid effort (the figures vary from $4 to $7 billion).

II. Volume of Aid* (Agenda Item 12(b) (ii) and (iii) )* The following
text is a draft proposal by the Afro-Asian Group of the "177". The Latin-
Americans are going to discuss it today.

l By the end of 1968, the norms of lending laid down by
General Assembly Resolution 2170 (XXI), and by DAC, should be
completely reachedo

2. By 1975, all development lending. multilateral and bilateral,
should be on terms currently applied by IDA.

3o A multilateral interest-equalization fund should be establisheC.
with the concurrence of international lending institutions,

Mra Richard Ho Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development

Washingtonp D*Co 00/0*0
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h Pending the general ad'ption of IDA terms, there should be
considerable lowering of interest rates and increase in maturities
and grant periods. Each advanced country should attempt to reach
the following norms of lending:

Either:
(a) Provide 85' or more of their commitments in the form

of grants;

Or:
(b) (i) 90% of total commitments as grants or loans at

2-l/2% interest, or less, and a repayment period
of thirty years or more;

(ii) attain a weighted average grace period of
eight years.

5. The Conference recommends that the Secretariat of UNCTAD
study the possibility of the "Bisque" clause (see my letter No. hl).

6a External finance should be made available for both programmes
and projects, and should include local costs, if necessary. It
should also be on a continuing basis to cover plan-programmes over a
period of years. Appropriate steps should be taken to shorten the
time required for considering and disbursing development finance4

7. An intergovernmental group with equitable representation of
developed and developing countries shou4d be established to deal with
all aspects of commercial credits, including supplierst credits& This
group is to discuss and agree on the means and measures necessary to
soften the terms of commercial credits, including the provision by the
developed countries of financial interest subsidies and of guarantees
to their exporters with respect to trade with developing countries*
The group is also expected to envisage a solution along the same lines
for commercial credits already accumulated in previous years4

%8 Development finance should be untied completely by 1972.
Developed countries with balance-of-payment difficulties should adopt
measures for increasing their grants in aid by amounts equal to the
estimated increase in the costs of procurement of goods by the
respective developing countries as a result of the tying of develop.
ment finance,

90 Suitable measures should be taken to alleviate the debt
servicing burden by consolidation of the external debts into long-term
obligations at low rates of interesto The study of the means and
mechanism of implementing this recommendation is to be presented by
the UNCTAD Secretariat to the Seventh Meeting of the Trade and
Development Boarda

10# Each developed country is requested to announce to the
Seventh Meeting of the Trade and Development Board the measures it
intends to take towards implementation. In addition, each developed
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country should report annually to the Trade and Development Board
on its yearly performance,

This is the Afro-Asian draft, I am told that the representatives of
Ceylon and India were the most active in its preparation.

The Latin"4mericans will discuss it today. I understand that they
will agree to paragraph 5 above (study of the "Bisque" clause) but they
will ask that the Bank be invited to participate.

They agree to paragraph 6 (financing of both projects and programmes)
because it is being done already in the Alliance for Progress.

They think that paragraphs 7 and 8 are unrealistic.

III. Certain proposals concerning a new policy of the World Bank. The
following is taken from a draft prepared by the Latin-American group and
to be discussed this week with the Afro-Asiansl

The governments members of UNCTAD and the Bank will instruct their
Governors to the Bank to suggest at the next Annual Meeting the transformation
of the Bank into a bank for developing countries. In order to realize this
reform of the policy of the Bank, the following rules will have to be
ibaorved:

1. The Bank will agree to finance not only projects but also plans
and programmes.

2. Amortization periods will have to be extended and the interest
rate lowered.

3. The Bank will have to start negotiations with those developed
countries which are still its debtors, to study the possibility
of prepayment of their debts,

4. The Bank should help certain developing countries to gain access
to the world money markets (Brazil).

5. The Bank should agree to finance mixed projects (government and
private) especially those which have a strategic imprtance in the
development plan of the country.

6* Loans for the purpose of education should be expanded, and loans
should be granted for purposes of public health, rural and urban
development.

7o The Bank will accept trust-in-funds from national governments for
purposes of specific development projects. (If, for instance,
Sweden offers an amount for purposes of a specific development
project)o

8. The Bank should guarantee issues by developing governments in
international and domestic markets.



9 The Bank should increase its participation in mixed projects
with regional development banks.

10. The Bank should extend the number of its consortia and
consultative groups .

11, The Bank should give its assistance in the rescheduling of
foreign debts.

12. IFC is requested to extend its lending activities&

13o The replenishment of IDA as being discussed now is insufficient.
IDA should finance, in addition to its present programme, projects
and programmes in depressed areas of the developing world (like
the Amazon Basin)0

This is the "moderate" text prepared by the Latin Americans. I am told
that some representatives of the Afro-Asian group are more radical.

With best regards,

Sincerely yoursi

Arthur Karasz





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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C..deAAdr-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Ca.be Addre - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS 06t).- FRANCE

Teephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No4 47 March 4, 1968

Dear Dick:

De Seynes was not entirely right when he told me at the beginning
of the Conference that there would be "no crises in Delhi". The
Conference is at mid-term now and there is a crisis looming on a
multiple front. According to probably inspired articles in the Indian
papers# the developing countries are unhappy with the lack of dialogue.
The Committee on Manufactures has not produced any result of substance
on references and there is no tangible result on the front of Commodity
agr e4 nts either. The Contact Group of Comittee Three is wrangling
with a text on the volume of aid prepared by the "77"1. The proposals
it contains will be extremely difficult for the developed countries to
accept.

To all these reproaches, the developed nations answer that they
need time. While the developing nations have come to Delhi with a ready
blueprint, the Charter of Algiers, they, the developed nations, have no
ready-made answer to everything and must examine each question separately.
In reality, one has the impression that the developed nations are not
unified among themselves* There is very little hope, if any, that the EEC,
particularly France, can ever agree with the UK and the US on the question
of preferences (direct and reverse). The group of developed nations is
deeply divided on a number of questions in financing. On SFM4, for instance,
the Scandinavians are favourable, the Netherlands and maybe even the UK
are undecided, while France, Japan and the US are probably against it.
The developing nations are aware of this and try to use it for their own
purposes.

We are told that the plenary mb be reconvened tomorrow March 5, to
allow Prebisch to "take stock of the progress" made until now,

Sincerely yours,

Arthur Karasz

Mra Richa rd Ho Demuth
Director, Development Services Department
International Bank for

iReconstruction and Development
Washington, DC,
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LEONARD FARBSTEIN NEW YORK OFFICE:

19Th DIsT.. NEW YORK 276 FIFTH AvENUE
M URRAY HILL 4-2200

COMMITTEE:

FOREIGN AFFAIRS WASHINGTON OFFICE:

CoLnta of t34 e Enliiteb Otatet RAYBURN BUILDING

CHAIRMAN, SUBCOMMITTEE SUITE 2455

ON FOREIGN ECONOMIC *oua of Reprtentatibtf TEL. AREA CODE 202, 225-5635

POLICY

*awjjington, 1p.C.

March 4, 1968

Mr. George D. Woods, President
International Bank for Reconstruction

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

Dear Mr. Woods:

I am pleased to enclose herewith copy of the
Congressional Record of Monday, February 26, 1968, and r
refer you to Page E-1179 where you will find my inser-
tion of your statement before the United Nations Confe-
rence on Trade and Development.

With kind regards, I am

Sincere Yours,

LEONARD FARBSTEIN
MEMBER OF CONGRESS

LF: omr

Enclosure
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Headquarters:
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cabe Add-re - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable AAdres - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16") - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter Not, 46 March 2, 1968

Dear Dick:

Many thanks for your cable No. 14, which contained extremely
useful advice on how we should react on problems relating to our
Commodity Study,

As more and more delegations mentioned this matter in Committee
One, Edgar Jones and myself had the feeling that it would be useful
to explain our position in two parallel statements,

Edgar Jones delivered a statement as per the enclosed copy
(Annex I). Thereafter, I made my statement (Annex II).

In the meantime a "coup de theatre" happened in Committee Three
(Everts). James Mark, very unexpectedly, requested an urgent delara-
tion by the Fund and Bank representatives on the status of the study
on commodity stabilization. Edgar Jones rushed from Committee One
to Committee Three and read the same text to Committee Three of his
statement to Committee One* Sarma, after having discussed the text

. with me, delivered a statement as enclosed (Annex III),

Originally, he intended to add a sentence reading as follows:

"In any case, we see no conflict between measures for the
stabilization of commodity prices and SFM".

I could not agree with the sentence for two reasons: (i) I had the feeling
that the sentence went beyond the question put by the United Kingdom delegate
and, thereforeo there was no reason to say it, and (ii) I had no instructions
from you whether this rather touchy subject could be handled in this way by
the Bank dele gation. Tha t is why I s ent you my ca ble No, 15.

Mro Richard H. Demuth
Director# Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C, 0/4
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James Mark was not satisfied with the statements of the Fund and Bank
and pressed for further details; he, as well as the delegates to Bolivia
and Ceylon, wanted to receive an exact timetable from the Bank and the
Fund on when the study would be completed. It was evidently impossible
to answer this question, and the only thing we could do was to promise
that if we received any further information from Washington we would let
the Committee know.

No-one knows what incited James Mark to press so much on this
particular point and bring both the Bank and Fund into a rather embarrassing
position. He is a curious man; someone said the other day that he is
sometimes wpredictably unpredictable!

With kind regards,

Sincerely yours,

Arthur Karasz



IMF, March 1, 1968

Statement to be delivered in Committee I

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

staff to study in consultation with the IBRD staff, the problem of

the stabilization of prices for primary products, its possible solu-

tions and their economic feasibility.

The work is now in progress0 According to arrangements worked

out between the staff of the Fund and the Bank, the study will be di-

vided 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 possible solutions to the problems of commodity

prices that have been suggested so far, The second part will discuss the

possible role that the Fund could play in the solution of these problems.
be

The latter will ik prepared by the Fund staff in close consultation

with the Bank staff.

The study once completed will be submitted to the Executive Directors

who after examination will transmit it, with such comments or recommenda-

tions as they may have, to the Board of Governors for consideration and

appropriate decision. The staff has bieen instructed to proceed on the

working assumption 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 Neeting to be held in October although the resolution does not

make it obligatory to have a study ready by then. If states "if possible

at its next Annual Meeting,"
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It will be appreciated that the Fund study cannot be made avail-

able to any other UN,. organization for consideration before the Execu-

give Board has opportunity to discuss the study and to make whatever re-

commendations 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 question the timetable is too short to produce any pro-

gress reports.

In the Commodity meeting of last May I made a statement to the effect

that the Fund would wish to take into account relevant aspects of the fi-

nancing 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 separate study of financing of buffer stocks for submission to

the Executive Board; nor could the Board consider this question before con-

sidering the basic study now being prepared. It is not possible to antici-

pate at this early stage, Mr. Chairman, what will be the outcome of the study

by the Fundo

On the nature of the study I quote from Mro Schweitzerts concluding re-

marks 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

important work in this area has been done, and is currently going on, in

other international bodies, such as UNCTAD and FAO.
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11in 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 that have emerged. In recalling this fact, I do not want to

create the impression that 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."



2tatennt by Arthur rca asz, -. l tb a td n ,f the
Inte-ntiinal 3ank for ecinstructiFn 8nC leveIorient, t"

iion tae )n,% et th-e e '1,01 t e r
)n Trade an bevel ont

Mr. Chairman, nuld like Vbe all-ed t i-cu s tw interdependent

subjocts ini tl statemt; in the Lirst part cf this st e ent, nich will be

vary shIrt, would like to clarifj sou al ants o. the roblar of diversifi

cation as related to the caomdity pr-l i teeral in seco cart, I

vnuld like to infa t Co ittee a out the pr-s nt 'tat t 4 Jtudy being

preparad in the 3ank on h n asis of the so-called i lution:

I. We hove listen with great interest to the di ussion in this ommittee

of the c-mrdity problem. r, the lank's appr& tq its m3lution has

been through assisting the diversiffiction o. the )conoie of the developing

countri .. Indd, divrsilicat on is 'fp er-unt rmportance 1r all

countries hrving a iependence on privry comodities, an we agree with the

view that it ir needed even in mountrir hi he a high per capita income

but derived m th export of e Singvle comedity. t 1. rsific tion is a

couiplex and long-term pnrblem. It aeeais L, me not te be appropriate vt this

tage to ointo the disctssion of the econia of t process. .1 thiink,

however, it will b useful that Istate also in this oumittee that the Bank

in its existence o over twanty years contributed to diversification by

%.- ,r C ) 1> r) "rIg 3-t o the1 am-lunlA

The 4ank is perticularly well placed in view 'f its wide field of action

and its c opartion with instit tons like FAQ to watch f v the necessary

harmonitation of diver/sifeation progrtmses to which the Secretariat has
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rightly called attention, th t i- to avid iversification uWay rom a single

product into the productiton o anotiler surplus comadity The ianc is also

cooperating with the ILXO and so 8 othr intPrnational institutions to study

possibilities of fart or cooper tion on this subject.

II. NTiw to turn to my second subject. As the Coiwttee very well knows,

the Jank is presently engaged in a major review o the antire problem of

commodities: on the basis of the io Resolution of last weptember, h*ose text

has been circulated in Committee IL as Document T VI/C,3/L1, the Bank and

Fund staff have started -ork, a very intensive work indeed, on the question put

to th in 'Rio: we were requested to examine the possibilities of 3ank 'roup

asistance to comodity stabilization schemes should adequate res-urcea be

a silable,

h iork is n-w in progress and the intntio is to complete it, if

possible. er enough to :r tits 'o ir rmien 6y the jr)ernors Wf the

Bank at the nnuel cetin to t-!ke olace next Uctober. I am in complete

agrement with tne f tatet a oy the ditinuihed representative of DiF that

it i uit inposible to predict, L thi ly t : < t te conclusions

of the study by the ank will be; this 1l7o oea o the question pu to us

several times on the zuLjct o the financig Tf buff er tockS, a well a a

for all t e otr alemants Yf this v'y iportent problem,

Air, Chairman, we yae ben r quest d y everel speakers to transmit

the :tudy to A, We apprecia the inter t expressed in th4a Committee

for our forthcomin study and I am authorized to inform you that it will be

submitted to U A a ter its conisideration by the Jroard of Qovernors of the

Bank.

New Delhi
March 1, 1968



Statement by N.A. Sarma in Committee III: March 1, 1968.

(When Supplementary Finance was taken up for discussion,
the U.K., Ceylon and some other representatives asked for
an indication of the possible timing and nature of the
studies on commodity stabilization in the fund and the Bank)

Mr. Chairman, as you know, the Board of Governors of the Bank
adopted a Resolution at the 1967 Annual Meeting in Rio de Janeiro
calling on the the President of the Bank to have the Bank staff
prepare a study on the problem of stabilization of prices of primary
commodties in consultation with the Fund staff. A parallel Resolut-
ion was adeopted for the Fund. This study relates to the problem,
its possible solutions and their economic feasibility. The Board
of Governors also directed the staff that effort be made, if possible,
to have the study completed in time for consideration at the next
annual meeting.

This important Study has been taken in hand in the Bank by a
task force headed by the Bank's Director of Special Studies, co-
operatively with the Fund. It is not possible to indicate at this
time when the Study would be completed,or what the conclusions of
the report would be, and what comments and recommendations our
Executive Directors would make in transmitting it to the Board of
Governors.

cc: Messrs. Karasz,
de Fontenay
Jalan





Hedquarters
lWaghington, D. C, U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cable AdAr. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable Adda. - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No- 45 March 2, 1968

Dea r Dick:

Supplementary finance has been introduced in Committee Three
... by the representative of Prebis ch. I enclose the text of his statement

(Document No. TD/II/C.3/2).

Mermoljawho was Chairman of the Intergovernmental Group on
Supplementary Financing, has made an introductory statement on this
same subject. It was a well-balanced statement describing in quiet
and objective terms the respective positions of those who favoured
it and those who are against it, He did m t bring up anything new
and rightly so because his task was to explain to the Committee the
situation as it had developed in previous meetings. I endese a

000 summary of his statement (Document No. TD/II/C .3/SR*16 - lages 21,23)
as published in the summary records of the Committee. A complete
text will be published later and transmitted to you as soon as possible.

Before the meeting we met with Mermolja privately. He told us,
on a very confidential basis, that he was not very optimistic about
the future of supplementary financing. The important developed nations
are against the proposal. The best he can imagine is to find a formula
of agreement on some principles and continue negotiations later. But
what should be the principles on which agreement can be reached?

With best regards,

DECLASSIFIED Sincerely yours,

JUN 2 4 2024 T V ,

WBG ARCHIVES Arthur Karasz

Mro Richard Ho Demuth
International Bank for

Reconstruction and Development
WashingtonP D*CG
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)terh I, 196

Rear Frita ;

I an SOy that you wer. usable to iaeludo a stop-
over in Os e)Mb during your lmat trip at the time of
the 1NCZA1 meetplge, s it would have been a pleasure
to have had an portmatty to see you there.

he text of my apesh of prepared for delivery,
is amloesed it will be available In a elghtly

e4d ad mote readable form sext week, ad t so
saki". sure that y&A will reeaive that too.

I stameasly appreiate yar ast avuad interest Is
qusetIesN of develepssst ftem.

With my best pereomal regrda,

Sieserely,

(Signed) George D. Woods

Georse D. WOO"4

%tU Rmoerable
Walter ?. M004ale
bitaed tes Senate
Gmmitte em laukiag ad Curremy

Waehstou, D.C. 20310

WDC:hmj





-adm.uarters

WasIhinton, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C. Add"- - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cae Adr - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16g) -FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No. 44 March 1, 1968

Dear Dick:

In one of the recent statements in Committee Three, Mermolja,
of the Yugoslav delegation, raised the question of the interest rate
to be paid on World Bank loans.

He wondered whether it would not be possible for the Bank to
add to its existing system of loan rates a thirdjrate applicable to
loans to the very poor per capita income countries.

With best regards,

Sincerely yours,

Arthur Karasz

Mr, Richard Ho Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, DQCU
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Headquarters
Washington, D.C,, U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOP ENT
CaDe Ad"e. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.bl. Add- - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS ( 1 6 ") - FRANCE

Telephone - 553-2510

c/o Ashokm Hotel, New Delhi, India

Letter No- 43 March 1, 1968

Dear Dick:

Working Group II has been called into existence in order to
a4. discuss trade expansion among developing countries. Enclosed, please f' i-

#!*M text of statement made by a representative of Prebisch
introducing the discussion on International Support Action, for this
purpose.

Among other things, he discussed the need for international financial
assistance, All the international agencies (such as 11F, Asian Dt1M
C$A, etc4) made a statement on their respective positions,

At the request of the Committee, I delivered a statement on behalf
of the World Bank, text of which is enclosed. It is mainly based on a
similar statement which I made to the Trade and Development Board in
Geneva last August.

With kind regards,

Sincerely yours,

Arthur Karasz

IMr. Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C.
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iHeoaduarter8
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CaW Ad.. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.Ne Addre. - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16E) -FRANCE

Telephone - 553-2510

c/o Ashoka Hote, New Delhi, India

Letter Noi 42 March 1, 1968

Dear Dick:

The structure of the Conference is at present as follows:

The Plenary, -s you know, is suspended until further notice. The
five committees started their meetings. "Contact Groups" have been
created in most of the Committees, Their purpose is to discuss3 on
the "working level", matters on which no agreement has yet been reached.
Thus, the Contact Groups are a meeting place for the national delegates
to iron out differences. They will not succeed on every point; those
remaining, probably the great problems, will be left to X high-level
groups which will probably work parallel with the Plenary.

Je are entitled to attend the meetings of such contact groups and
shall attend if and when we have the staff to do so*

In addition to the five committees, three working groups have been
created:

Working Group No. 1 - on the World Food Problem

2 - on Problems Related to Economic Integration
among Developing Countries

3 Special Problems of the land-Locked Countries

All this would be allright if it were all* In reality, over and
above the contact groups there are also supervisory and super groups in
each of the contact groups; some of them coordinate, others, especially
those on the higher level, coordinate the coordinators. According to

Mr. Richard H. Demuth
Director* Development Services Department
International Bank for
Reconstruction and Development

washington, D.C. 0 0
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Stanovnic, at present the Conference has 96 groups which constantly
contact and coordinate. There is a serious lack of space in the
building and the interpreters are unable to do their job. As there are
meetings in the lounge, and several other places where there are no
booths for translators, the system of whispering interpreters is also
going to be introduced*

One of the problems is that, in reality, there are at least two
conferences going on parallel to each other: The Conference and another
one among the U7711.

Maybe Stanovnic exaggerates a little when he talks about 96 groups -
but the Conference is certainly a little over-organized and this does not
make it easy to follow events.

With kind regards,

Sincerely yours,

Arthur Karasz



FORm No. 26
(6. 65)

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

INCOMING CABLE

DATE AND TIME R 0 U T I N G
OF CABLE: MARCH 1, 1968 1910

LOG NO.: WU 27/4 ACTION OPY: MR. DEMUTH

TO: INTBAFRAD INFORMATION
COPY:

FROM: NEW DELHI DECODED BY:

TEXT:

15 FOR DEMTH

REURCAB 15

FIRST IRVINGS CONVERSATION AS REPORTED BY JAIAN WAS SENT YOU MY LETTER

IF NO REPLY ASSUME REPRESENTS BANK OFFICIAL VIEW.IN EVERY RESPECT.

SECOND TWO ADDITIONAL PAPERS BROUGHT BY JALAN ARE

AAA MEMO ON EXPORT SHORTFALLS AND

BBB SUPPLEMENTART FINANCE AND CaMODITT STABILIZATION STUDIES.

EXPORT SHORTFALLS IS TECHNICAL AND I DO NOT SEE ANY SUBSTANTIVE PROBLEM.

BBB STATES THERE IS 90 CONFLICT BETWEEN TWO SCHEKES ONE ON COMMODITY

STABILIZATION THE OTHER ON SFM. IS THIS BANKS POSITION AND DO YOU AUTHORIZE

ME TO STATE THIS IF NEEDED IN THE CONFERENCE? CABLED ANSWER URGENT AS

COMMITTEE STARTS DISCUSSION SFIM

JCARASZ

MR. DEMUTH TELEPHNED DURING WEEKEND

----FR INFORMATION READNGCABLES, PLEASE CALL THE 0CMMUNICATIONS UNIT EXT. 2021 ---- -

ORIGINAL



CEN RA F

~4 8 Afl

- .

I-I



FORM No. 75 - RECINTERNATIONAL BANK FOR
(2.60) REOSTRUCTION AND DEVELOPMENT

INTEPNATIONAL INANCE INTERNATIONAL DEVELOPMENT
CORPORATION ASSOCIATION

Date
ROUTING SLIP February 29, 1968

NAME ROOM NO.

_ _r_ _ _424

To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
Comment Per Our Conversation

Full Report Recommendation
XXX Information Signature

'n itial _Send On
REMA IKS

We will send down the publications

referred to in the attached letter when

they arrive.

F rom
Richard H. pmth



oNTERNATIONAL BANK FOR(2 ) 75 RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE INTERNATIONAL DEVELOPMENT
CORPORATION ASSOCIATION

Date
ROUTING SLIP

NAME ROOM NO.

To Handle Note and File

Appropriate Disposition Note and Return

Approval Prepare Reply

Comment Per Our Conversation

_ Full Report Recommendation

Information Siqnature
Initial _ Send On

REMAR KS

From



February 29, 1968

X. H. Willot
Administrateur Delegue
Association Internationale de

Dveloppement Rural Outre-)er
20, Aveme des Arts
Brusnels, Belgium

Dear X. Willott

Mr. Woods has asked me to acknowledge and thank you
for your letter of February 21, comenting on his speech
at the United Hations Conference on Trade and Developrmnt.

Unfortunately, the brochure setting forth the
philosophy, aims and achievearnts of your Association and
tihe booklet concerning your work in Burundi did not arrive
with your letter. We would very much welcome receiving
copies of those two publications. Wffien they arrive, I
will see that they get into the hans of our Agriculture
Division, which is in charge of all our rural development
activities.

With kind regards,

Sincerely

Richard I Demth
Dire r

Developnt Se cee Department

RHItf

cc: Mr. Evans w/copy incoming correspondence
Mr Steckhan
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1.brry 29, 1968

Dear Mr. hbothi

I wish to thsu yoa fst s Incerely for your good
wishes o my leaving the Presidency of the World Bank
gad for your detailed commnts on my address to the
UNCTAD conference in Now DelW . Your continued interest
in developmnt questions and commitment to the welfare
of the less privileged nations are a4dmirable and
heartening. Although we may not see eye to eye om
every aspect of the developmnet process, I sympathi%*
with much of what you have written and I am truly
grateful to you for having taken the time and trouble
to write.

With my best wishes for yaur good health,

Sinoerely yours,

(Signed) George D. Woods

George D. Woods

Mr. Ivar Rooth
L"a wyersv me 13
Uiding6 I

LJLind:sfu
Feb. 29, 1968

I
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Mbruary 29, 1968

Mr. Ramesh K. Divan
United Natimoa onferaoa orn Trae and UD'Slopmmnt
United Nations
How Tork

Dear Mr. MWOUmS

Thank you for your letter of Februr7 23; 1 shall

be very hpy to m.t vith you in the attenion Of March 8.

Please contact me by phoae (DU l-ZL41) on your arrival.

Sincerely youzu,

Herman 0. van der Tak
Nead,,sector and Project Group

E-oomica Departant

%ifesm
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FORm No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: February 29, 1968

FROM: Badri Rao

SUBJECT: Horowitz at UNCTAD II

Addressing the Third Committee of UNCTAD in New Delhi,
Mr. David Horowitz of Israel pressed again his proposal for an Interest
Equalization Fund (IEF).

The proposal is well known and has been studied by the Bank
staff.Y Mr. Horowitz has however now offered some rather persuasive
arguments in the light of recent developments.

He remains unconvinced that world capital markets would be
unable to absorb the required amounts of new issues for IEF. He argues
that money is always available at a price and suggests that "the palpable
correlation of accelerated economic growth and tightness of capital markets,
caused by added demand for capital, results in a paradoxical situation in
which we are told that the greater the prosperity and the increment of the
GNP of the developed world, the more restricted the possibilities for
augmenting the capital flow to the developing nations."

He proposes that part of the additional reserves created by the
IMF under the new Special Drawing Rights (SMI) could be used for purchases
of bonds for development purposes and even suggests that contributions
to IEF could be made out of the additional reserves. "The dogma of
complete separation of development from the creation of new liquidity
cannot be rationally explained" he says.

Recognizing that the floating of bonds in developed countries
in balance of payments difficulties might create problems for them,
Mr. Horowitz suggests a method of implementation whereby the use of
currencies for procurement from such countries could be so phased over
time that the currencies disbursed on loans would ultimately correspond
to the amounts raised by bond sales on their markets. This method would
avoid the evils of tied aid. Mr. Horowitz cites the proposed plan for IMA
replenishment in support of his method.

Mr. Horowitz reiterates the pressing need for an enlarged
capital flow to LDCs and expresses great concern about the "new myth" that
what they now need is skills and know-how more than capital. While
recognizing the importance of technical assistance he urges that "it should
not be used as an excuse or substitute for a diminishing capital flow."

BR/yd

V/ See "The Horowitz Proposal -- A Staff Report", IBRD, February 1965.
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headquarters
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.be Adr.s - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.. A .... - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16") -FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

. Letter No, 241 February 29, 1963

Dear Dick:

1, Shri Swaminathan, Economic Ambassador for India in Istern
Europe, made the enclosed statement in Committee Three on terms of aid
and external indebtedness. He would like the terms of aid to become
easier and recalled in this respect the two loans negotiated by the
United Kingdom after World 74ar II. The interest rate to be paid was
very low and in addition the loan contracts carried the "Bisque"
clause according to which interest payments would be waived automatically
in any year in which the United Kingdom suffered balance-of-payments
difficulties.

For those whQ were wondering wha t the word "Bisque" meant, Swaminathan
was kind enough to explain that it is a term used in the sporting world
for the handicap whereby a player allows a weak opponent, at the latter's
choice of time9 to score a point. Thus it is a "built-in facility for the
weaker party to a transaction".

I do not know whether the clause will become operative again in
international transactions but, in any case, the Conference has become
richer at least in an expression which has already been used by several
sneakers.

2. Yugoslavia is most interested in the problem of tied aid. Stanovnik
elaborated several times on this subject and is of the opinion that if aid
is tied, it should be repayable in an equally tied form, that is with export
of goods from the recipient country.

ie are fast returning to the old times of the thirties, with all
their terribly complicated bilateral trade agreements, clearings, etc.

With best regards,
Yours sincerely,

Arthur Karasz

1Mro Richard Ho Deiamth
Director, Development 6ervices Department
I ternational Bank for Rpconstruction and Development
Washington, D.C.
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qeadquartr.:
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CaIe Ad&e - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.6 Adde. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16") -FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No. 40 February 29, 1968

Dear Dick:

The second stage of the Conference, on substantive discussions,
seems to be starting5

I am told that the "'7711 are actively working on a draft resolution
the first chapter -f which will deal with the volume of aid. It is a
very ambitious text with the purpose of increasing the volume of aid
considerably, establishes detailed rules on how to calculate it and
thus make the one percent rule more operative.

The second chapter of the same draft, 4iich I have not yet seen,
will be more important for us because it will be dealing with the
role of the Bank The text is still under discussion. If the "77"
agree on it, it will contain the well-known ideas of the Algiers
Charter: transformation of the 3ank into an "institution for developing
nations only" , provisions for adequate changes in its charter, financing
of public enterprises, joint financing with regional development banks
andI finally, instead of projects more emphasis on the financing of
development plans.

As mentioned, we have not yet seen the text of this second chapter
and the draft may undergo changes, for the better I hopeo I know that
some of the more important LDC's are hesitant about the whole matter, but
they are "under heavy political pressure", as has always been said in
such circumstances.

Iith kind regards,

Sinc erely yours,

Arthur Karasz

Mr4 f ichard H. Demuth
Director, Development Services Department
International BanK for

Reconstruction and Development
dashington, D.C0
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Letter No. 13 February 28, 1968

Dear Arthurs

In the first report on UNCTAD (1st ten days) by Roberta
Lusardi to the IOC, which Lke received, there is the following
statement: *One of the principal concerns is how to finish on
time. Before long, it will probably be necessary to form an
overall "contact group", and perhaps later, even a drafting con-
mittee, consisting of the Rapporteur and his friends, and other
key figures." which intrigued us.

From Robertats report which, as usual, makes lively reading,
one does not clearly understand whether the Rapporteur is the
Conference one or the Rapporteur of each Committee: I rather
imagine the former.

If Roberta's inside information is correct and this "contact
group" and a "drafting comittee" are really set up, we would like
to know who the members are and have your confidential opinion of
them as well as of the "Rapportear and his friends" and the "other
key figures". I hope this does not add unduly to your heavy
burden of reporting.

Tours sincerely,

Federico Consolo

Mr. Arthur Karass
C/o Ashoka Hotel
New Delhi
India

F CklI



FORM No. 26
(6. 65)

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

INCOMING CABLE

DATE AND TIME R 0 U T I N G
OF CABLE: XU 28, W& 145

LOG NO. : w W28 ACTION CPY: XL m inIW

TO: INFORMATION
COPY:

FROM: UL DECODED BY:

TEXT:

14W 
VARPIOR

RW7Wi 33= 0aomms )UM 25 Omsanm WON 0oWumn

PONXIM~ XM INo 25 M T ingR 0011m HMa IrFSM ossN 10no iOR n

BARU

]PAK=I. *TI= ATIM 3=0G XUX FOR MR SARMA (CUNFERENCE CONCLUDES MARCH 25)

XT

FOR INF*RMATION RFGARDING CABLES, PLEASE CALL THE CMUICATIONS UNIT EXT. 2021

DUPLICATE
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Tleaquarters:
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CabUk Ad- -INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C"Nl Add& - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16E) -FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No. 39 February 28, 1968

Dear Dick:

Enclosed please find the first progress report on the work of
Committee Two (Manufactures) prepared by de Fontenay,

As you can see, some initial progress has been ma de on the general
principle, but a number of teChnical points will have to be settled,
Due to their very technical nature, there is little likelihood that
they can be settled in the Conference itself,

4e shall report on further developmants.

4ith best regards,

Sincerely yours,

Arthur Karasz

Mrq Richard H. Demuth
Director, Development Services Department
International Rank for

Reconstruction and Development
:shington, D.C,
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FORM No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: FILES DATE: February 26, 1968

FROM : Patrick de Fontenay

SUBJECT: JNCTAiJ II :First Progress Report on the Work of Committee II
............................................. #.Q...... .........

The Second Committee of UCTAD II is in charge of those items
of the agenda of the Conference relating to the export of manufactures
and semi-manufactures of developing countries to developed countries.
It is Chaired by vir. Ryan of Australia, MIr FIusoke of Uganda is Vice
Chairman and Miro Mahmood of Pakistan is Rapporteur. The Committee's
agenda consists of three topics :

(a) Preferential or free entry of exports of manufactures
and semi-manufactures of developing countries to
developed countries.

(b) A programme for the liberalization and expansion of
trade in manufactures and semi-manufactures of
interest to developing countries.

(c) Measures for the promotion, expansion and diversifica-
tion of exports of manufactures and semi-manufactures,

The discussion of the first item on the Committee's agenda is
now well under way and the Committee has completed its review of
product coverage, extent of the preferential duty reductions, exclusions
from the preferential system, and safeguards and adjustment measures.
The discussion was based on two documents, the Charter of Algiers
(Part II, Section B) and the Report of the Special Group of OECD on
Trade with Ueveloping Countries. The former document embodies the
demands of the LDC's, the latter the proposals ol the developed countries.

Following are thie main points emerging from the discussion of
these topics :

1) Product coverage:

The LDC's stressed the importance of including processed
agricultural products if the general system of preferences was to be
effective. They drew attention to the fact that such products
accounted for 20% of the exports of manufactures and semi-manufactures
of the developing countries and thought such products were especially
important if the least advanced developing countries were to profit

(continued 2)
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from the system of preferences, They considered that the exclusion

of such products would mean, as stated in the OECD report, that

broadly equivalent opportunities would not be accorded in all developed

countries to all developing countries. Some socialist countries also

supported the inclusion of processed agricultural products in a prefer-

ential scheme.

The developed countries stated tnat the words about dealing

with "other products on a case-by-case basis" in the QQCD report were

not intended to preclude the inclusion of processed agricultural

products in a scheme of preferences. The main problem had been one

of time: a number of developed countries had taken the decision to

suoport the principle of -ranting preferences only a few months before,

and it had not been possible for Them to consider the question of

agricultural products in detail4

2) Duration of the preferential scheme:

In their report, the OECD countries had suggested a period of

10 years, subject to review toward the end of the period, to decide

whether the scheme should be continued, modified or abolished4 In

the Charter of Algiers, the Group of 77 had suggested an initial

period of 20 years, to be reviewed towards the end of the period. No

definite opinion was expressed concerning the starting date of the

scheme, but some countries informally suggested 1970 or 1971.

3) Extent of preferential duty reductions
and exclusions from the scheme:

There seemed to be general agreement that exclusions from the

preferential system should be kept to a minimum and that developed

countries should aim at a common list of exceptions.

The representatives of developing countries expressed concern,
however, lest the list of exceptions should be extensive* That might

result from a number of factors, such as tie developed countries'

definition of manufactures and semi-manufactures, i~e. whether the list

included processed agricultural products; the ab initio exclusion of

products affecting industries considered sensitive; the exclusion of

products already considered to be competitive; the desire to ensure

equitable burden sharing; the desire to take account of probable

losses of exports to third developed countries; and the automatic

exclusion of products subject to quantitative restrictions# There

could also be exclusions through the application of rules of origin.

The LDC's suggested that a posteriori protection by means of

safeguard measures was preferable to a priori protection through a

system of exceptions. They considered that the developed countries

should undertake adjustment assistance measures so that products

regarded as competitive should not be excluded from the preferential

scheme. Some representatives said that products originating from

the least developed of the developing countries should not be placed

on the exclusion lists.

(continued .. 3)
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Some of the developed countries considered that it would be
possible to keep the exclusion lists very short, because there would
be pressures to keep the number of exceptions small not only from
within the national administrations, but from other developed countries
and from the developing countries. They considered that there
should be stringent and severe criteria for placing products on the
exception list.

The others considered that the list of exclusions should be
kept to a minimum by the granting of less than duty-free entry or by
the use of other limiting devices. Japan considered that products
which were already competitive on the present most-favoured-nation
basis should not receive preferences and that products subject to
quantitative restrictions should be excluded, since efforts should be
made to have the quantitative restrictions removed.

The developing countries considered that duty free entry for
manufactures and semi-manufactures was essential to provide equality
of treatment for exporters in the developing countries with producers
in the developed countries, though domestic producers would still
have the advantage of not having to bear freight costs.

4) Safeguards and adjustment measures:

There was general agreement that a system of preferences would
have to include a safeguard mechanism. Differences arose, however,
as to how and under what conditions the safeguard action could be
taken.

The developed countries referred to the alternative arrangements
of a tariff quota-cum-adjustment procedure and of purely escape clause
action. It was pointed out that it had not been possible for these
countries to agree upon one method rather than the other, It was
mentioned by Canada that the application of a tariff quota would pose
several conceptual and administrative difficulties.

The developed countries also drew attention to the difficulties
of formulating quantifiable criteria to provide a basis for escape
clause because of the many problems of definition, availability of data
and interpretation. They felt that it was extremely difficult, if not
impossible, to develop and apply objective criteria for escape clause
action. However, they felt that escape clause action was bound to be
invoked sparingly in a system of preferences* There were several
factors which would seem to militate against wholesale resort to the
escape clause. There would be resistance at the national level to
set too many illiberal precedents for other claimants; there would be
the tacit understanding among the developed countries not to upset the
balance of burden sharing and finally there would be the pressure from
the beneficiary developing countries. I was mentioned by some
countries that resort to the escape clause should be subject to inter-
national scrutiny, possibly on tie lines of the procedure set out in
Article XD of the GATT.

(continued '. 4)
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The developed countries also pointed out that the escape clause
procedure involved three kinds of safeguard actions namely:

i) To protect the importing country;

ii) To protect the developed country suppliers;

iii) To protect the scheme from over-competitive
suppliers.

The developing countries expressed their preference for an
escape clause system rather than a tariff quota system.

It is evident from the discussion that a number of technical
points remains to be settled, not only between the developing and
developed countries but also among the latter, who after extensive
discussions on this topic within the OECD have so far agreed only on
the general principle of a preferential scheme. Although it is
very doubtful that a body of non-experts can solve all the pending
issues within tiie few weeks allocated to them, a so-called "contact
group" has been set up by the Committee consisting of a score of
representatives from the developing, developed and socialist countries
to start negotiating on possible points of agreement,





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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Ca",1 Adde.. - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Caie Addre - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16) - FRANCE

Telephone - 553-2510

Letter No- 38_ February 28, 1968

Dear Dick:

In the first weeks of the Conference there seems to have been
some trouble with the numbering of the letters from Headquarters.
There is a letter dated Februa ry 5 from Irving Friedman to me which
he calls "Letter Noo 2" It is a letter of transmittal of a
background paper on Bank Estimates of Capital Inflow, for our guidance
here in Delhi, worked out by Hawkins under the supervision of Irving
hims elf*

So that we can put our files in order, we NNldlike to know
whether "Noo 2" used by Irving is part of your numbering system or
was it an independent number. In the latter case, we are wondering
what happened to Noi 1.

I am sorry to disturb you with this matter, and thank you in
advance.

4ith best wishes,

Sincerely yours,

Arthur Karasz

Mr, Richard H. Demuth
Director$ Development Services Department
International Bank for
Reconstruction and Development

Washington, DoC,
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1esclquartera

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cdble Ad"re - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cabe Add. - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 37 February 28, 1968

Dear Dick:

Irving Friedman, in his cable No, 13 3arma and myself,
says that he expects to be in Delhi from about iMarch 13 or 14, and
stay here until the end of the Conference. I understand from Jalan
that if necessary he can try to come somewhat earlier,

I have consulted Sarma about this. As we can see now but,
of course, this is still anyone's guess, a measure of understanding
on certain issues nry be reached in the last few days of Committee
work. Subsequently, in the concluding phase of the Conference,
when a gain the Plenary will meet, further negotiations are expected
to take place, essentially at a political level. As you and Irving
are aware, the Conference concludes on !,arch 25.

Committee III, which deals with develnpment aid and other
financial matters, like the other Committees, is expected to conclude
its work oy aoout 1 iarch 15. The last week, commencing March 11,
may prove to be interesting and we ourselves may also have a helpful
role at this stage. Therefore, Irving may try to come here about
Mlarch 10, if possible, and then stay on according to convenience.

I would be grateful if you could pass this on to Irving.

With best wishes,

Yours sincerely,

Arthur Karasz

Mra Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, DC.
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h eadquarters:
Wahington, D, C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cab1M Addre - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.e Add. - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (I6) - FRANCE

Telephone - 653-2510

c/o Ashoka Hotel, New Delhi, India

Letter Noo 36 February 28, 1968

Dear Dick:

.. 0 inclosed please find three reports by Sarma on further meetings
of Committee Three (February 23, 26 and 27).

As you can see, on February 23, Sidney Dell introduced agenda
item 12(b) (ii) and (iii) on the terms of aid and external indebtedness.

..0 I enclose the text of his statement (TD/II/C.3/L.8), as well as the

... reply made by James Mark (UK), to certain generalizations made by
Dell in his statement. Mark repeated the well-known UK position on
the distinction to be made between commercial credits on the one hand,
and aid on the other. He emphasizes that the debt problem cannot be
solved by a general formula; it has to be dealt with country by
country. He favours intensification of efforts by existing international
institutions to provide better advance warning of threatening situations,
provided this is done with discretion. He would not favour new
institutional arrangements for this purpose.

One quite controversial idea of Dellt s is on how to mitigate the
adverse effects of tying. "One way would be to treat the excess of the
price at which goods are actually supplied 1ver the competitive price
as a grant and not a loan." Another would be to subsidize the producers
of such goods. Mark has disagreed with both proposals.

On February 27, Dell replied to James Mark's statement. He protested
against certain references of the UK delegation to his statement alleging
that the Secretariat's statement was prejudiced in several respects. It was
quite a curious situation when the SecretiiaL made an almost formal
protest against a statement made by a delegation. With this the incident
was closed, at least so far as the public meeting was concerned,

With best regards,

Sincerely yours,

Arthur Karasz

Mr. Richard Ho Demuth
Directort Development Services Department
International Bank for

Aeconstruction and Development
Washington, D.C.
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UNCTAD II i COMMITTEE III

February 23, 1968 (3.00 p.m.)

Mr. Karasz made a statement dealing with t-.e main points made
in the course of t e dtscassion i, tne Committee and in the Algiers
Charter pertaining to the World Bank Group.

Turkey, Ukraine, Rumania, Afghanistan, China, Rwanda and
Somalia were among tzie countries w ich made fairly brief statements.

Chile referred to tie difficult dilemmas faced by LDC's in
decision making; for instance, tue inter-relationships between
land reforms and agricultural productivity.

Spain attached the higheut importance to education and to
maintenance of a balance between agriculture and industry in the
development of a country. Tie representative expressed the appre-
ciation of his country for the technical assistance given by the
World Bank staff, especially for their economic report which proved
most useful*

Senegal was of the view that the appropriate internal measures
were for a country itself to decide on; this is'the reason why the
Algiers Charter did not go into any detail in regard to specific
policy measures.

The representative of Uganda referred to the high proportion
of investment outlays that was met from domestic resources in a
number of LDC's, which was a clear recognition of their own primary
responsibility for development. He outlined steps taken in his
country since Independence. however, despite all such efforts,
export earnings of these countries were not likely to improve notice-
ably. The World Bank which was not financing projects should, in
his opinion, consider a development program as a whole.

Before the general discussion on this agenda item (domestic
resources) concluded, at the suggestion of the Chairman, 14r. Sidney
Dell made a statement on problems of external indebtedness and terms
and conditions of aid (the next main agenda item).

Mr, Dell, in his statement, referred to the siseable proportion
of debt servicing in gross capitaL flows, and tke mannier in waich
commercial credits were compounding the debt problem. The tying of
aid was a further complication; this rendered the effective rates of
interest substantiaily higher than the nominal rates which were
themselves high. Essentially, the terms of tied aid should be
softer than those of untied aid. He posed the following questionst

1) Is the Committee prepared to endorse the Agreed
Statement on aid terms, and goeven further?

(continued 2)
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2) The liberalization of aid tying, and effort to
mitigate its adverse effecte;

3) Regulate suppliers credits with a view to rendering
them more useful for development;

4) Possible measures to prevent the emergence of debt
crisis situations, and how to deal with hard debt
burden cases.

N. A. Sarma

ec: Mr. Karas8 (2)
Mr. de Fontenay



UNCTAD II t COIITTEE' III

February 26, 1968 (3.00 p.m.)

Debt problems, and terms and conditions of aid, were taken up
for discussion.

Denmark, speaking on behalf of the Nordic countries, referred
to the DAC and U.N. resolution. on terms of aid, with full approval.
These countries also supported the proposals in the Algiers Charter on
the subject. The donor countries should start discussions among
themselves for simultaneous reduction of aid tying, with a view to its
final elimination. This Committee, in their view, might also consider
suitable measures to mitigate the excess cost of aid tying for LWC's.

Israel advocated the setting up of a special Economic Advisory
Service within the U.N. Organisation, say, in the U.N. Development
Program, which could serve as a clearing house for various purposes, in
particular for the preparation of specific projects.

Mr. Mark, on behalf of the U.K., made a clear statement
covering the various issues involved, Both donor and recipient countries
were to blame for the situation that had arisen; in fact, it was a
variety of debt situations that prevailed.

He was critical of Mr. Dell's presentation of issues: in his
view, Mr. Dell failed to distinguish between the purposes of aid and
commercial credits and between the situations faced by individual
developing countries. Mr. Dell had also offered conclusions on the
basis of a simple extrapolation of the facts with respect to only three
countries.

On the question of commercial credits, the IBRD report was
interesting but its balance was affected by the fact that the Bank was
concerned, not unnaturally, with the use of commercial credit for
development.

As for the re-scheduling and consolidation of debt, the debt
problem can only be dealt with country-by-country; in fact, it was even
more important to prevent critical situations from arising. The
responsibility rested on credit givers and credit takers.

The U.K. favoured the progressive un-tying of aid by all donors;
however, in the present circumstances, this would result in less volume
of aid. Further, the particular difficulties of certain countries
arising from their balance-of-payments position had to be recognised.

N. A. Sarma
ca: Mr. Karasz (2)

Mr. de Fontenay



UNCTAD TI t CO4MITThE III

February 27, 1962 (10.30 a.m.)

The Chairman summed up tne discussions or agenda items relating
to external and i Aternal resources.

Xr. Jell took exception to certair references made by Mr. Mark
to his earlier statement introducing the a enda items on Debt and Condi-

tions of Aid. Specifically, Mr. Jell wanted to know where exactly the
U.K. delegate found imbalance and prejudice in his statement.

Mr. hodder stated that Canada had more than met te

recommendations of the U.N. and j)AC resolutions on tie subject of aid

terms; Canada's aid was in grant form to the extent of 90%, and the

rest was in soft loans. Canada also provided for the financing of
local costs and for purchases in other developing countries to the extent
of about 25% of her aid. Finally, if bilateral aid programs were here
to stay for the foreseeable future, the best thing would be to try and
co-ordinate them, through a systematic process of consultations through
existing financial organizations.

Ambassador Swaminathan of India extended full support to the

statement by Mr. Lell on tne subject; Mr. Dell had furnished a most
objective assessment of the situation. He referred to the Marshall

Plan aid terms to the countries of Europe, in particular the highly
concessional terms at which substantial loan assistance was provided to

the U.K. In this connexion, he recalled the so-called Bisque clause
which provided for waiver of interest payments whenever the debtor
country faced balance-of-Payments difficulties. Such a provision would
be most relevant to development finance today.

The balance-of-payments difficulties of the industrially
advanced countries were mostly due to certain disequilibrium among them-

selves; there was no reason why these should be unloaded on to the weak
LWC's, through aid tying.

Australia stated traat its aid was moatly in grant and grantlike
form; such tied aid imposed no burdens on receipient countries.

Yugoslavia stated that the transfer of bank profits to IDiA
should continue at as nigh a level as possible.

N. A. Sarma

cc: Mr. Karasz (2)
Mr. de Fontenay



Form No. 27
(7-61)

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

OUTGOING WIRE

TO: INTBAFRAD P@*R-- DATE: FEBRUARY 27, 1968

NE DELHI CLASS OF

SERVICE: LT

COUNTRY: INDIA

TEXT:
Cal. No.:4 

REURLETS 24 AND 26 PRIM OTER UNITAD I PREBISCH ON VAIOUS OCCASIONS

APPROA=HED BANK ON POSSIBILITY FINANCING BUFFER STOOKS WITH NEGATIVE

REACTIONS STOP SO FAR BANK APPROACH TO SOLUTION COMMDITY PROBLEM HAS

BEEN THROUGH ASSISTING DIVERSIFICATION LDC E0ONOMIES STOP RIO STUDY IS

Ee ILITIES OF BANK4 E TO COMMODITY STABILIZATION

SCHEMES --I--- OULD ADEQUATE RESOURCES BE AVAILABLE STOP

WOULD BE INAPPROPRIATE FOR BANK TO SPECULATE ON ITS EVETUAL ROLE IN THIS

MATTER UNTIL COMPLETION STAFF WORK ON RIO RESOLUTION AD CONSIDERATION OF

STUDY BY EXECUTIVE DIRECTORS STOP SECUNDO OFFICIAL TRANSMSSION COMMODITY

STUDY TO UNCTAD AFTER ITS SUBMISSION TO BOARD OF GOVERNORS WOULD NOT SEEM

CREATE NY PROBLEM STOP IT IS LIKELY IN ANY EVET TO BE PUBLISHED

NOT TO BE TRANSMirrT

MESSAGE AUTHORIZED BY: CLEARANiCES AND COP'Y DISTRIBUTION:

NAME Richard H ~th Cleared with and cc-. Mr. Avr aoi

DEPT. Development Services j =
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Februry 27, 1968

Deat Mr. Wright:

%r. George D. Woods, President of the Rank, akad

-o to *ekmovladg* your letter of February l6thvaad to

thank you for taking the time to eXpress your reaetiiS

to his address to the meeting of the Wnited Nations

Comittee n Trade end Development in New Delhi recently.

Sincerely yewrs,

Lars J. iTnd
Deputy Director of Information

Mr. Samuel 0. Wright
7172 La Prees Drive
Reilyvood, California

t:TN: jas
c.c. Mr. Woods with incoming



Form No. 27
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOP INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: KARASZ DATE: FEBRUARY 27, 1968
ASHOKA Hg -
NEW DELHI CLASS OF

SERVICE: T

COUNTRY: INIEA

TEXT:
Cable No.: 15

REURLET FEBRUARY 22 RST IRVING COMING NEW DELHI TO MAKE APPEARANCE AND

TALK TO VARIOUS UNCTAD AND DELEGATION PERSONALITIES. HE DOES NOT REPEAT

NOT WISH TO LEAD BANK DELEGATION AND YOUR ROLE AND METHOD OF OPERATION

WILL REMAIN UNAFFECTED. SECOND IRVING CONFIRMS JALAN INFORMATION NOT

INCONSISTENT WITH YOUR INSTRUCTIONS WHICH YOU WILL CONTINUE TO RECEIVE

FROM ME ON ALL POINTS. IF DOUBT CREATED ON ANY PARTICULAR POINT PLEASE

CABLE. REGARDS

DEMUTH

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED B CLEARANCES AND COPY DISTRIBUTION:

NAME Richa . Demuth cc- Mr. Friedman
Mr. Consolo

DEPT. Development Services

SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHORIZED To APPROVE)

RHD:tf For Use by Archives Division

ORIGINAL (Fie Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checka for Dispatch:
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February 27, 196S

bear Mr. Osa:

Vr. George V. Woods, Presideat of the World leak,

asked so to "skawledge receipt of your thoughtful

letter of lebruary 12th addressed to his at the meting

of MUDA-11 Is New Delhi, and to thank you for your

generous response to his address to that gathertg.

Be Is also grateful to you for sending your ova thoughts

about some of the problem of developmeat whick he dis-

cussed in hi. address.

Sincerely yours,

Lars J. Lied
Deputy Director of Information

Mr. A.V. 0sa
100 Jaahan lagan
Room No. 4, 1st Floor
Goregaoa (vest)
Dombay 62, India

:TN:jas
c.c. Mr. Woods with incoming
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headquarters:
'Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C2.Ue AAdre-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CAbhe Addre. - INDEVAS PARIS )
EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16') -FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter No. 35 February 27, 1968

Dear Dick:

I enclose a second progress report prepared by de Fontenay on
the work of Committee I (February 22, 1968).

It is a very interesting paper. As you can see, considerable
attention is focused on the financing of buffer stocks and even
countries like Canada and Germany say that existing international
financing agencies could be a second source of funds for prefinancing.

I wonder whether we should reflect on this ooint or would it
be preferable to wait for further discussions? Maybe I will cable
you on the basis of this weekts meetingso

With best regards,

Sincerely yours,

Arthur Karasz

Mro Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C,
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WORM No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: FILES DATE: February 22, 1968

FROM: Patrick de Fontenay W
SUBJECT: UNCTAJ IT : Second Progress Report on the Work of Committee I

........................ .... .. a .... C9...6 ....

Committee I completed today the discussion of the following
items of its agenda

(a) Basic principles and guidelines for pricing policy designed to
achieve the highest possible receipts from export of primary commodities.

(b) Operation and financing of buffer stocks. In order to focus the
discussion on more precise issues, the Secretariat had prepared a list
of four questions :-

(i) Can the Committee arrive at an agreed list of
specific commodities for wnich commodity stabiliza-
tion or other arrangements should be urgently
considered?

(ii) Should a general timetable be laid down for
consultations by interested governments concerning
the practicability of such arrangements for the
individual commodities concerned?

(iii) If a buffer stock appears to be desirable as part
of an international commodity arrangement, what
provisions should be made for its pre-financing.

(iv) Would it be desirable for a regular review to be
made, for example on an annual basis, of progress
in the field of commodity stabilization or other
arrangements?

Following are the major points arising from the discussion
of these topics :-

1) PRICING POLICY:

The discussion of pricing policy centered on the provisions of
the Charter of Algiers whose authors considered it necessary

(a) To eliminate excessive price fluctuations;

(b) To obtain the highest possible earnings from
exports of primary products;

(continued .. , 2)



-: 2 :-

(c) To maintain the purchasing power of the products
exported by developing countries;

(a) To ensure that the developed countries would
undertake to assist in achieving more stable and
higher prices for unprocessed and processed
commodities from developing countries;

All groups favoured action on the first point, they also
generally supported the second one, with the reservation that it did
not necessarily call for the highest possible prices: by artificially
raising the price of a commodity, its consumption might be dis-
couraged and its replacement by substitutes encouraged. The
developing countries all asked, however, for auremunerative" price
for the commodities they produce and suggested that a minimum price
be fixed which would guarantee a minimum income to the producers. In
this connection, the Central African Republic, supported by a number
of African Delegations and by the Holy See, introduced a draft
resolution calling for "a general study to provide the main elements
on a rational basis for fixing "a guaranteed minimum agricultural
wage". With respect to the third point the developed countries
stressed the difficulty of linking the prices of primary commodities
to those of industrial products. On the fourth point, the
Netherlands warned the LDC's against demanding a dual pricing policy
under which a processed or semi-processed commodity would be sold
on the international market at prices inconsistent with the prices
of the primary commodities.

2) STABILIZATION TECHNIQUES:

The developing countries, as per the Algiers Charter, emphasized
the use of buffer stocks as a stabilization technique, while recog-
nizing that it was designed only for short-term stabilization and that
other techniques such as export quotas, bilateral contracts and
reserve stocks should also be considered, The developed countries
did not share the LDC's enthusiasm for buffer stocks. They stressed
that buffer stocks were only one possible technique of stabilization,
that the number of products suitable for buffer stock arrangements
was limited, and that the use of buffer stocks should be avoided in
those cases where a disequilibrium between production and consumption
was evident. The socialist countries considered buffer stocks less
important than bilateral agreements and long-term contractso A
short controversy arose between the LDC's and developed countries,
and also among the latter group, on the possible terms of reference
for buffer stock management. The IDC's and France asked that buffer
stocks be allowed to intervene on the forward commodity markets.
Germany, on the other hand, thought that buffer stock interventions
should be confined to the spot market.

(Continued 3)
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3) FINANCING OF BUFPER STOCKS:

The LDC's stood by the Algiers Charter which calls for the
pre-financing of buffer stocks by international financial institu-
tions and developed countries. In this respect, the delegate
from the Ivory Coast mentioned in his statement that "some optimism
was currently being felt about possible changes in the World Bank
policy". After the meeting he indicated that this referred to
conversations that had taken place on this topic between the Bank's
management and Dr. Prebisch, and to the current Bank-Fund Study,
Mexico, however, suggested that private sources of funds be explored.

With regard to the regular financing of buffer stocks, the
LDC's asked that the cost be shared equitably between producing and
consuming countries. Finally, some LDC's favoured the creation of
a Central Fund for Commodity Stabilization.

The developed countries admitted the participation of consuming
countries and international institutions in the pre-financing of
buffer stocks, but they suggested that the possibility of mobilizing
private capital be explored first, Canada and Germany mentioned
specifically existing international financing agencies as the second
possible source of funds for the pre-financing of buffer stockso At
any rate, they all agreed that no commitment on this matter could be
made before the results of the Bank-Fund Study were available,
France indicated that the Secretary-General of UNCTAD should express
its interest in the Study and request that it be oficially trans-
mitted to UNCTAD. All developed countries rejected the suggestion
of a Central Buffer Stock Fund, They generally supported the
principle of equitable sharing by producing and consuming countries
of the regular financing of buffer stocks.

4) POITS OF DISCUSSION PRESENTED BY THE SECRETARIAT:

General agreement was expressed with respect to the first two
points presented by the Secretariat. The LDC's favoured the
drawing up of a list of commodities such as the one in the Algiers
Charter. The developed countries were ready to examine the list
but, generally, thought that it should be reduced. Everybody
agreed on the need to resume negotiations on cocoa and to initiate
negotiations on sugar and fats and oils.

The LDCIs were in favour of arriving at a timetable for
negotiations under the auspices of UNUTAD on commodities on the
agreed list* The developed countries were generally amenable to
the suggestion but asked that the timetable be sufficiently flexible.
France proposed that the list should first be drawn up of the
commodities such as cocoa or sugar on which the Secretariat should
take action, As for other commodities, a list should be prepared
indicating those for which arrangements should be concluded and the
Secretary-General of U1NCTAD should consult delegations about the
opening of negotiations. For a third category of products, the

(continued .. 4)
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Committee should request the Secretary-General to have studies
undertaken as a matter of priority on inter-governmental action and
to submit a report at the Meeting of the Board to be held in late
1968.

With respect to a review mechanism in the field of commodity
arrangements, everybody agreed that the existing UNCTAD machinery
was adequate and sufficient.

The Committee has agreed to revise its agenda as follows:

Three Meetings on "Problems arising from the development

of synthetics and substitutes".

Four Meetings on "Role and financing of diversification

programmes".

Five Meetings on "Programme for the liberalization and
expansion of trade commodities of
interest to developing countries".

Eight Meetings on "Drafting of a general commodity
agreement, if it should be decided to
have such an agreement, and on the
final report".

The Committee has also decided, following the example of other
Committees to set up a so-called "contact group" consisting of
representatives of the developed, developing and socialist countries,
which would start negotiating on possible points of agreement.
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CAPITAL, 1*tl FERIUARY, 1968

of living of the one-fourth of mankind

U.N.C.TA.D.: The First Fortnight ng in the rich countries and the
three-fourths lving i the poorer
nations. I he socil and political con-
sequences of such a startling gap in a
shrunken world can easily be imagined,

( A SPECIAL CORRESPONDEN) -the World Bank President pointed out.
E cFrom this it followed that a massive

Tf HE current meeting in New D i Mr. Woods has been a great champion effort by the rich peoples of the world
of the U.N. Conference on Trade of the Indian cause, his well-meaning to uplift their poorer brethren was

and Development has highlighted the criticism should not be misunderstood. inescapable.
wide gap between what the developing
countries need and what the developed Mr. Woods had perhaps a special U Thant, the U.N. Secretary General,
nations can give, to solve the world's reason to attack India by name. added another dimension to the same
biggest problem of poverty and hunger. Although India is the largest recipient theme when he said that "with or
But it would be wrong to imagine that of foreign aid, she has lately been pas- without" aid and "with or without"
the U.N.C.T.A.D.-II would suddenly sing through acute economic difficulties. trade benefits, the developing countries
lead to a loosening of the purse strin s This has made several friends abroad "will" somehow find their way out of
of the richer nations and increase the despair about her future. The latest their present poverty. The real ques-
flow of aid to the developing countries report on the economic situation in tion before mankind was how this
in the near future. India by a team of experts from the should be done. Should it be done

World Bank paints a very gloomy through an "autarchic pattern of deve-
There were two distinct strains in picture of the country's economy. Mr. lopment" or should it be achieved

the speeches of the rincipal partici- Woods' description of India as a through "peaceful and democratic
pants, notably the spokesmen of inter- country "where hope has dwindled to- methods?"
national organisations such as wards despondency" perhaps aptly
J Thant, George Woods and Raul Pre- summed up the main contents of the Perhaps, as Mr. Woods said in his
bisch. One was that it was in the in- report which has estimated India's speech, "there is no such thing as
terest of the advanced nations them- balance-of-payments deficit at around instant or painless development.
selves to do the maximum possible to $1,800 million this year without any Development requires deep-seated
fight poverty on a global scale. Peace hope of improvement i the foreseeable changes ; these are not only going to
was indivisible and so was progress, and future. take time, as more and more people
the two were interlinked, Mrs. Gandhi are beginning to realise but they no
aptly pointed out in her inaugural What Mr. Woods had to say about doubt will lead to continuing turbu-
speech. The sentiments were echoed developing countries in general was lence and even violence. For this, the
by those who spoke for the U.N. and equally forthright, though unpalatable.by thoe whospoThe forthe was . tad He e felt that one of the basic short- nations providing assistance Must rea-
aflied ag.ncies. The other was that the n ot th se oute bas shr listically be prepared; the must not
developing nations had to do -a lot comings of these countries was the discouraged or deterred'.
more than they have been able to do failure of leadership. It was a leader-
so far to help themselves. ship which does not lead". It tries to Thus, while a certain element of

place the blame for internal mis- "turbulence" or unsettling change was
Human nature being what it is, the management on other countries, and inevitable in the process of develop-

developed and the develo ing nations finds it difficult to enforce measures ment, U Thant was posing really a
stressed their respective ifficulties In that call for some sacrifice for the sake more basic issue, that of making a
their statements and tended to gloss of a better future. Agriculture was hard choice between a system of co-
'ver their duties, the poor asking for still not receiving the attention it operation between the rich and the
verythin and the rich offering practi- deserved and the population problem, poor on the one hand and their cor-

cally no g more than what they the-most "stubborn ol all", had hardly plete segregation from each other on
have already given. In the process been tacded with earnestness. All these the sergT Secretary-General
some harsh truths were uttered by both are hard realities and no amount of per othera the eme -General

can imrv odtosi perhaps had the example of commu.,
sides. It is in the nature of diplomatic foreign aid can improve conditions in nist China which has chosen the later
negotiations that opposite sides should countries which are not prepared to path. This has meant that one-fourth
start by taking rigid stureL What take the basic steps suggested by Mr. of mankind has entered a stage of self-
happened dring the ft fortnight of Woods. imposed isolation; with what results
the U.N.C.T.A.D., therefore, need not to itself and the world only the future
be a fair indication of what may Having delivered a tough sermon to can tell.
happen during its last few days towards the poor nations, Mr. Woods was
the end of next month. equally unsparing on the rich. He told In this three-cornered confrontation

them that two-thirds of humanity -between the rich, the poor and the
The most forthright and balanced today lived in the poorer countries. international mediators-the Russian

exposition of the problem came from Due to their faster growth they would bloc of socialist countries seemed to be
Mr. George Woods, President of the account for three-fourths of the playing only a passive role, something
World Bank. What he said was parti- world's population by the end of the which was not good for the morale of
cularly bitter for India even though it century. At the same time, the wealth either the rich or the poor. The leader
was a bitter truth. India was the only of the richer nations will increase. of the Russian delegation supported
country Mr. Woods chose to criticise Their gross national product is now the developing countries' demand for
by name and did so severely. It was $1,500,000 million. It will grow to aid, but he looked upon aid as "only
a sign of maturity that the authorities $6OSOOO million, a four-fold increase, partial compensation of the damage
in New Delhi took the comment in the by the end of the century. This will caused to developing countries as a
epirit in which it was mcaiit. Since lead to a fantastic gap in the standards result of colonial domination and neo
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colonialistic policy". The demand, the ponsibility to do anything by way-of selective approach of assisting coun-
Russian delegate, Mr. N. S. Patolichev, direct aid to tne poor nations. tries with, waom it has traditional ties.
said was "justifiably addressed" to the As was correctly pointed out by the
"developed capitalist'States". He clearly The only point which the Russian majority of speakers, the "temporary"
implied that it was not addressed to delegate seemed to emphasise with balance-of-payments difficulties of the
Russia and the other socialist States, some vehemence reiated to East-West rich should not obscure the more fun-
But here he was totally wrong. trade. He wanted restrictions on trade damental and more rgent long-term

between the socialist countries and the objectives that were vital for the sur-
developed western countries to be vival of human civiisation. Also, itBy such a statement Russia can removed. It is not yet very clear was stated by many that the difficulties

hardly claim to have championed the whether, in addition to helping the the rich were now facing were nothing
cause of the less developed or of hav- sociadst countries, this measure would compared with the extreme privations
ng been of much help to them. Aid also help the developing countries, and hazards the poor nations have

is being sought not as compensation What Russia has to realise is that the been goig through. France was no
for past injustice but as part of a new socialist system has a greater stake in doubt justiiably proud that it was con-
glal strategy" of peaceful co-exis- the quick prore s a te deve in tributing to the poorer countries more

tence which Russia has been support- countries than of thede"elpin than the targete I per cent of its grossing for -a long time. The Russian dele- list" countries. national product, but it could perhaps
gate reminded the world of the supreme be more universal in its generosity.
sacrifices made by the people of his
country to reach the stage of develop- A heartening feature of aid in recent .
ment they have now achieved. Mr. years (and this was justifiably taken In all this talk, the same message of
Patolichev was only saying politely note of by both U "Ihant and Mr. the Pope long before the U.N.C.T.A.D.
what the leader of the delegation of Woods) is the keen interest shown by seems to have been lost upon all the
the European Economic Community the smaller among the developed participants. The Po ehad said that
said a bit more bluntly-that the countries in assisting the less developed the rich nations could ignore at th'
primary responsibility for development nations. Canada, Denmark, the Nether- own peril the urgent need to help th-
lay on the developing countries them- lands, Sweden, Australia and New poor generously. Helf could be given
selves. But it would be as deplorable Zealand are notable examples of by allotting atp art of their resources
for Russia as for the developed nations countries which are doing their bit to low spent on the arms race for deve-
of the West to assume that this absol- improve the conditions of aid. They vopme t in the backward regions. The
ves the socialist countries of their res- have decided to 'increase their bud- very timely appeal of the Pope seems

gets for development assistance, in to have been lost upon the delegates.gets for evel pmen assstan e, But this appeal should be Lie e o
some cases by as much as 25 per cent Beeded not
annually over the next few years" only by the developed but also by the
This is not only welcome in view of developing nations. Countries which
the balance-of-payments difficulties of are strugging for survival simply
the major donor countries, but also cannot afford to waste scarce resour-
because it generates a better atmos- ces on building up- armies on a lavish
phere for aid. Canada's willingness to scale merely to destroy each other.
untie part of its aid and the stress laid Such chauvinsm does not go well with
by Australia and New Zealand on the appeal for aid. Clearly, a policy for
givmg .grants rather than credits are peace among the developing should go
helpful*signs. side by side with a policy or aid. The

developing nations are the loudest in
appealing for peace among the F

But it remains a fact that the major Powers but are least inclined to addreb.burden of the responsibilit to give aid the same appeal to themselves and to
HEAD OFFICE: CALCUTTA will have to be borne bythe few more practise it.

rich among the richer nations, namely,
the U.S.A., West Germany, the U.K.

Subscribed ... Ra. 5,60,00,000 'France and Japan and, of course, The less developed powers have also
Paid-up ... Re. 2,80,00,000 Russia. From the Russian delegate's shown a poor understanding of the

Reserve Fund & , speech, it seemed obvious that his coun- world' economic situation by not beingOther Reserves ... Rs. 4,21,00,000 try does not wish to participate s e more accommodating to each other.
(as on 31-12-67) in an international scheme to give India for istance, has been loudlyassistance and wishes to pursue its own pleading for policies which would bene-

"Branches throughout India. independent policies in the matter. t the more developed among the
This leaves the few major western developing, but has been lukewarmForeign Branches in Malaysia, countries to shoulder the burden with about those meant to benefit othersSingapore, Hong Kong & United the help of the smaller members of among the "77". She prefers genera-Kingdthe far-flung western comm lised preferences onmanufactures -ad

* Agents and Correspondents semi-manufactures to com moditthrougouo the world. agreements. In the field of aid she isthroughorthewold. BnThe ' immediate 'response o the riot too vocal on the issue of supple-*Provides world-wide Banking Ser- major countries, especially the U.S.A., nrientary financing as it -may meanvice for Business and Individuals. France and the U.K., cannot be des- diversion of the aid she no yreceivescribed as being ver hel ful. While through bilateral arrangements to

Chairman the 'SA and the U. ave tried te othei less developed nations. Multi-aproject their balance-of-payments diffi- lateral giving will also mean multi-Iculties, France has tended to stress its lateral taking. This India seems to fear.
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should not be less favourable than

The U.N.C.T.A.D. Session Discusses the those granted to developed capitalist
countries."

Issue of Reverse Preferences
Beyond detailing their achieve-

ments in India and the United Arab

(FROM OUR NEW DELHI CORRESPONDENT) Republic, the Russian delegate did
not discuss how his country proposed

A minor cold war came to the the developed countries by marching to liberalise imports, even from the

surface in the U.N.C.T.A.D. session over the shoulders of developing developing countries. It is true that

last week concerning the issue of countries. This is what the leader of both Russia and Czechoslovakia have

reverse preferences. The leader of the Russian delegation, Mr. Patoli- offered to buy manufactured articles,
the U. S. delegation, Mr. Eugene chev, said at the conference. particularly from their own-created

Rostow, claimed that such prefer- units from India. The question of

ences often burdened developing "We maintain that western coun- price, however, is of basic importance.

countries by increasing the cost of tries should remove quantitative and Unlike Indian exports to the West,

their imports. other restrictions on imports from those to the communist bloc are by
socialist countries, that these countries the exchange of goods. The socialist

T HE U.N.C.T.A.D. session dominat- should abolish prohibitions and countries, having no market economy,
ed the past week in New Delhi. limitations in relation to exports of have only one seller, namely, the

A minor cold war came to the surface, goods to socialist countries, and that State, which fixes the prices. Indian
when the communist spokesmen, the countries of the East and the West goods are imported on negotiated
mainly Bulgarian and Russian, should build their trade relations on prices and not at a price fixed by the

attacked the war in Vietnam and the most favoured nation principle. Government of India on the basis of
demanded the representation of East the cost of production of an article.
Termans at the conference. Looking "We stand for the conclusion of As reported earlier, the communist
jack, it could be said that the Com- commodity stabilisation agreements bloc dislikes to trade with the State
munists left no impact on the confer- on such important goods as cocoa, Trading Corporation. It will like to
ence largely because they had nothing beans, sugar, oilseeds, vegetable oils, trade in the open market.
to offer. Neither have they contribut- cotton, citrus, bananas, lead and zinc,
ed nor have they promised to set aside petroleum, copper as well as iron and The French and the German dele-

1 per cent of their gross national manganese ores and hard fibres. gations spoke some home truths. The

product for aid to developing coun- German delegate, Dr. Karl Schillar,
tries. Their main strategy appears to "Conditions of trade accorded by said that "development policy must
be kto destroy the market economy in developing countries to socialist States be based on the political economy



306 CAPITAL, 15th FEBRUARY, 4968

"Everest" Roofs

strengthen with age!
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and not on a political myth". This the issue, the French reply was a cate- long-term planning on a more ration-
means also that aid given by the in- gorical "no". al basis.
dustrialised countries must be accom- Both the U.S. and German delegates "Canada is prepared to consider
pinanial poli ade uate ecovnoepin emphasised the role of private capital further steps to counter any harmful
countries.,, which, in addition to finance, could effects whica may arise from the tying

provide technical know-how and of aid. In our bilateral programmes,
The French delegate, Mr. Michel managerial skill. Mr. Rostow said we will continue to concentrate on

Debre went a step further He as-- that "those who focus on the econo- the provision of goods where we are

serted that "there s no magic medi- mic resources which the Governments competitive. Wherever feasible, how-
cine which eliminates the need for free-enterprise nations are able to ever, we are willing to subject the
work and productive effort. We provide are looking at the peak of provision of these goods to inter-
must, therefore, be on our guard the iceberg-not to the larger re- national competitive bidding.
against certain formulae which en- sources which support it." he cited The problem of increasing indeb-
courage the belief that all countries statements in a report by the tedness is one of growing concern in
can benefit, systematically and un- U.N.C.T.A.D. Secretary-General, Dr. a number of developing countries.
interruptedly, from the artificial crea- Raul Prebisch, showing that from This is a problem whicn we shall have
tion of monetary liquidity. Aid to the 1961 to 1965, the more rapidly grow- to tackie if the long-run economic
developing countries must be sub- ing countries received an average of stability of these countries is to be
tracted from the income of the deve- $2 80c. a head annually in private, protected. It is essential, therefore
loped countries ; it means, that is to long-term investment, compared with that the terms of aid should be more
say, a tranfer of wealth, rendered only 23 cents in countries where directly related to economic circums-
possible by their steady growth." growth lagged behind. tances and the debt-servicing capacity.

Canada attaches a high priority to a
There is not only a conflict between The British delegate, Mr. Crosland, greater harmonisation of the terms
herocianst only a ndfstlitbetwc e avoided most of the controversies. He on which aid is provided."'he socialist and industrialised ap made it clear that his country, for theAist countries, but also between present, could not increase the He, however, added that if the needdeveloping countries and highly in- amount of aid, adding that "its flow of the developing countries for an ex-

dustrialised capitalist countries. Differ- could not be increased simply by set- panding volume of aid is to be met,
ences have arisen over what are called ting higher targets but would be more it is important to maintain and en-
the "reverse preferences", such as influenced by the taxpayer's belief hance public support in the developed
Commonwealth preferences and the that this aid was making an effective countries for the concept and the
preferences prevailing between France contribution to development. Despite purpose of this international transfer
and its African zone. the United Kingdom's present of resources. This support can best

The leader of the U.S. delegation, balance-of-payments difficulties, which be assured if the resources so trans
Mr. Eugene Rostow, made a pointed inevitably resulted also in a reduc- ferred are seen to be making an effec-
reference to the issue of "reverse pre- tion of its commitments overseas, the tive contribution not only to eco-
ferences." He claimed that "such pre- Government even nowforesaw certain nomic development but to inter-
ferences often burden developing increases in the fairly near future: national harmony and co-operation
countries by increasing the cost of the U.K. contribution to the re- as such.
their imports. He added that "while plenishment of the funds of the Inter- The out-going -President of thewe recognise that there are reasons for national Development Association World Bank, Mr. George ,D. Woods,
these preferences, reasons of history (I.D.A.), additional aid for food sup- said that "we must be frank to sayin some cases, or as compensation for plies agreed on duiing the Kennedy that in many parts of the world. the-' programmes in others, they have Round, and further economic aid to situation is discouraging, even dis-

ome an anachronism. The reci- Malaysia and Singapore to help deal turbing. Here in our host country,pients of 'reverse preferences' have with the economic consequences of the the home of one-seventh of all theoften stated that they do not insist on United Kingdom's military with- human race, after 20 years of inde-these preferences, and that it is up drawal'. pendence, many millions of peopleto the developing countries them- have yet to experience more than theselves to decide whether they should While various delegates were try- feeblest manifestations . of progress.
be continued. For its part, the ing to score points, Canada came out Those who believe as I do that IndiaUnited States has already agreed with with a clear-cut statement of her plan
the one country which grants 'reverse to assist the developing countries. Its s engaged in a task of deep meaning

tsfor all the developing countries, mustpreferences' to us, the Republic of the 'leader, Mr. Robert Winters, told the be gravely concerned by the uncer-
Philippines, that the 'reverse prefer- conference that "it is not enough tainties that cloud her national life.ences' will not be extended when the simply to increase the flow of aid. India is an exceptionally dramatic
present agreement expires. For us, Greater assurance must be provided ease because of its size and its loca-
there is an element of equity in thi' so that aid will be forthcoming at tion on the troubled Asian continent;
issue: is it reasonable that the United levels sufficient to support the long- but it is by no means the only coun-
States should give a preferred position term- objectives of national develop- t hes yo as thinly toa-
in the American market to the pro- ment plans. To help provide that dry where hope has dwindled towards
ducts of countries which discriminate assurance, Canada has now introduc-
against American goods? I believe ed a policy of forward commitments The U.N. Secretary-General, U.
the question answers itself." up to five years for countries where Thant, who paid a flying visit to

she has major aid programmes. This Delhi during the past week, rungThe demand had a mixed recep- enables Canadian assistance to be down the curtain, for the time being.tion. While the Commonwealth much more effectively integrated with He said that "my own view is thatcountries, and in particular, Britain national development plans. It also developing countries will in any caseand Canada were prepared to discuss helps these countries to undertake find their own way towards the solu-
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Suppose someone hammered
these bits together and said

here's systems equipment',
what should you do

Buy It/smile politely.
Smile politely.
Because systems equipment isn't And the expertise comes at no
just what makes a system. extra cost.
What makes a system solve your As pioneers in the visible records
records problem is expertise and systems, here and in the U.S.A.,
know-how. we have the best expertise to tailor-
Take the expertise away from the make systems for your problems.

equipment, and all you have are So call our man from the Systems
bits of metal Division. He gets to know your

But when Remington give you . . problem first-hand by collecting all
systems equipment they also give necessary information.
you the expertise. In other words, - Then, he follows up by analysing
we give you a system-a system and critically examining it. Then
which solves your records problems . and then only, does he develop a
by providing you with necessary system tailor-made to meet your
control over facts. particular requirements.

Call the mon today from
REMINGTON RAND SYSTEMS
REMINGTON RAND OF INDIA LIMITED
Regional Offices at

V_ 7, Calcutta Bombay - Madras - Delhi - Lucknow.
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tion of the economic problems that reality is not disguised under the

now confront them and that in the smoke-screen of oratory. Here

long run te overcome the obs- Africans are seen hitting hard even

tacles whch they face, with or at the friendly communist countries

without a better framework for and communists are seen bargaining

world trade, and with or without with their other camp-followers. This

more external financial resources." bargaining will continue for weeks.

The conference is now engaged on Meanwhile, most of the Ministers

its committee stage of work where have left or are leaving Delhi.
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February 26, 1968

Dear MoranrJ:

Many thanks for your letter of February 14 and the compre-
hensive statistics you sent with it coneerning the progress made
in India on various fronts. On further reflection, it seemed to
me that the most direct way of dealing with the difficulties
which you found in my UNCTAD speaech was to amend the text -
first, to include some of the positive language of your letter,
and second, to modify the sentences which troubled you. This is

being done in the version of the speech which is now being printed;
and I on attaching to this letter both the original and the amended
versions of the text.

I am advising UNCTAD of these changes and suggesting that
their official record be changed accordingly, and you should of

course feel free to invite attention to these changes if you feel
it desirable or helpful. The "Salient Points About India's Prog-
Tes" is a most valuable compendium but it is too extensive to be
used as you and I originally discussed. However, we are now con-
sidering other ways of putting these data to work.

I hope that our discussions in New Delhi will prove to have
had some value. It was the prospect of a reunion with you that
was largely instrumental in persuading me to come to Delhi this
month; and I was not disappointed; as always, it was a great per-
sonal pleasure to see you.

Sincerely yours,

tsgfld(

George D. Woods

Enclosure

The Honorable
Mrorj i Desai
Deputy Prime Minister and

Minister of Finance
Government of India
New Delhi, India

UG: ap ,KC

cc: Messrs. Rajan, Karasz, William Clark



Amended Text

We must be frank to say that in many parts of the world, the situation

is discouraging, even disturbing. Rere in our host country, the home of

one-seventh of all the human race, in the 20 years of independence substantial

advances have been made in alleviating illiteracy, hunger, illness and want,

but the tasks that remain are staggering in their size and complexity. Those

who believe as I do that India is engaged in a labor of deep meaning for all

the developing countries must be gravely concerned by the uncertainties that

cloud her national life. India is an exceptionally dramatic case because of

its size and its location on the troubled Asian continent; but it is by no

means the only country where growth needs to be much faster if hope is not to

dwindle toward despondency.

Oriinal Taxt

We must be frank to say that iu many parts of the world, the situation

is discouraging, even disturbing. fare in our host country, the home of

one-seventh of all the huran race, after 20 years of independence many mll-

lions of people have yet to experience more than the feeblest manifestations

of progress. Those who beiIeve as I do that 1ndia is engaged in a task of

deep meaning for all the developing countries, must be gravely concerned by

the uncertainties that cloud her national life. India is en exceptionally

dramatic case because of its size and its location on the troubled Asian

continent, but it is by no means the only country where hope has dwindled

toward despondency.
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CROSS REFERENCE SHEET

COMMUNICATION: SENIOR STAFF MEETING sSMM/68..8

DATED: February 26, 1968

TO:

FROM:

FILED UNDER: SENIOR STAFF MEETING

SUMMARY:

MR. WOODS'S NEW DELHI SPEECH

14. The Chairman said that, while his address to UNCTAD in New Delhi
had been well received by the delegates, some members of the Indian Gov-
ernment, including Mr. Morarji Desai, the Deputy Prime Minister, had
thought his statement that in India "many millions of people have yet to
experience more than the feeblest manifestations of progress" unduly cri-
tical. At his invitation, Mr. Desai had sent a collection of facts about
economic progress in India, but unfortunately it seemed too voluminous to
be included with the final print of his speech, and Mr. Graves and he were
considering what to do about this.





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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C., Add-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CA.le Addre.. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16E) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter N o. 34 February 27, 1968

Dear Dick:

In my letter No. 15, I reported to you about my conversation with
Mr. Woods concerningo among others, his views on how this delegation
should behave at the forthcoming discussions on supplementary finance.

Jalan saw Irving Friedman before leaving for .Delhi* Irving told
him of his conversation with Mr. Woods, at a luncheon, ,n the subject
of supplementary finance. Jalan prepared a memo on his conversation

0.4 with Irving, dated February 23, copy of which I enclose.

With best wishes,

Sincerely yours,

Arthur Karasz

Mr. xichard H. Demuth
Director9 Development Services Department
International Bank for

Recons,truction and Development
ashington, DC.



-TO-

T~ppfL 3TL

-IT

jr--ptyg q jC7m A

T CGLTG anli 2AG2J O U207

C 4.

T~~~~p v Xf A: J. YX7 4 A

ILI'g~ " - 4V L I

CAEIQ p u In-, V~D I OEY ioQ

I'tKA )1/ L hi Y D lY4. J~ V*-'>"'1.

I 4,Ie Ams av

ElTiMl--M C B.K PO py4OBL 4 L,\4 MD D A4 3

4c
2 4

-2 C /4'

[71 JVZ 'V F aV' sI ~ (1/11)1L~1LlL



COPY

February 23, 1968

Mr. Friedman's Conversation with Mr. Woods on Supplementary Finance

Prior to my departure for Delhi to attend the meetings on
supplementary finance, Mr , Friedman told me tha t during his luncheon
conversation with Mr* Woods today, the following points emerged:

(1) Mr. Woods is convinced that the Scheme will come into
existence. He likes the scheme and fully'supports it.

(2) He is not worried about the question of Agency and
believes that in any case it will involve some form of
Bank-Fund collaboration.

(3) Mr. goods feels that at this stage, our role should be that
of explaining the scheme rather than advocating it; we as staff
are already clearly identified with the Scheme and our
favourable views are well known. Now it should be left to the
countries to decide the matters of financing, administration
and the timing. There is going to be a certain amount of
political bc.rgaining among various groups of countries, and
we should not involve ourselves in this.

(h) On financing, Mr, goods said that we should oe careful not
to have to go to countries for money for the scheme in the
year that the replenishment of the IDA is due. He suggested
going for funds for Supplementary Financing Scheme the year
after the IDA replenishment.

(Signed) Bimal Jalan





Hma.quarters:
Wadiington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.bl A"-., - INTBAFRAD PARTS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.ble Adr. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16F) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel1 New Delhi,
India

Letter No- 33 Feoruary 26, 1968

Dear Jick;

Further to my letter of February 22 (No* 23), I enclose
summaries on Committee Three meetings which took place on
February 21 and 22.

With best wishes,

Sincerely yours,

Arthur Karasz

Mr. Richard H* Demuth
Director, Development 0ervices Department
International Bank for
Reconstruction and Development

Washington, D*C.
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:ehr ary 21, 1968 (3.)d p.%.)

'-ntinuin- the discussion "i hblisation of internal
res rces , t e . re res te ive vs a descriAtive account
of the xper4ence of hi" v uotry, and underscored the CeCiiv*
imract of social end *c3n mc re arss, when effectively implemented,
on the .dbilization anid use of raaurces.

The '.5. representative recognised this was ,ne tR most
di ficult subjects t- deal w-t,. The qt.estion: what are te
im; ortant areas of ecomomie perfo auce and now good has performance
beens was the central one. e ex ressed sceptic sm a V world
wide review, a:d ag0regative srisateo. As i:or ex;frt aind impartial
evaluat oi of 4lana n pr rman , x' Aropoesbr new mac inery
was iot a productive one; , .4 tIng fac litIem and i atitutional
macninery have improved over .e ears, and cffort shold be made to
rationalise and improve theut. wver, r her work in the nature
o rountry tAies a _ (ollatin country x ece was to be
eacouraged in the JN1iAi aecretari*t. a ' cnal all recoA1ise, he

said, sriat economic d.Yulopmarit nations was a long arawi pr cuss,
and aaould striv to .6e external retarea effective ,; mL!s would
help to iapr ve the clima (political will) -or aid in developed
countries.

Japan s-ggested tnat sa.or initiatives an ould come primarily
from ILC'si view of the primacy of omeitic effort in tna
development process; aor was thia merely a question of savings rates
or any other single aspect; the development procese was a most
complex one. He cited the experience of dapan in the earlier years
of her development, to bring out the possibilities for higher savings
rates even when per capita income level. were rather low. The
nature of investments was as important for tne developmerit process as
the level of investment; it was fairly obvious that agriculture
and ediuation should be accorded high priority. While supporting
Mr. oodst proposal for an expert examination of developrent
experience and problems, the Japanese representative euggested that
adequate consideration should be given to the question of criteria

to be used in any sach exam nation.

$Vitserland noted one of the attractive features of a eeee
of supplementary finance was tne suport it seeks t: extend to the
efforts of L1C' to maintain tLbeir export earninga.

the International ":netary Fr-d, the ,orld Iank iroup and the
regional banks did not always a proach questions of internal resource
sobilisation in trhe same manner, and tiere was need for a co-
ordinated approach. This, a sin, *eemed to be a Ieatur o sujiple-
entary finance ropoaals. It wo>lA also he useful if e L's

devised ways and means of exenanging data and relevant information
among themselves, on the basis of their experienc, in mobilizing
resources.

(continued .. 2)
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The representative urma noted that self-help had been
the keynote of iura's d vel psatnt policy for many years. 1 )wever,
in their own experience, often t e foreign exchange eastimates went
wrong, and t ,s proved a ser: di fi'ty in the implianta'i n *f
devc.opment 4togranee. si xprience wee, in his view, relevant
to a consideration of supplementar; finance.

Tax levels ,ad riaen in as vral L's in proportion to national
product Inspite of difficultios due o low lncoss level. and robleus
in taxing t.e atriclturAx si.or.

., the question of an iscpartian mhirery for evaluation of
programmes, policies and p rformanc, rma va of tne view that this
should be andertaxen by a Iu..inational body; tne most suited for
this was the 'nitAd Natioos apital Uevelo.nt Fwu.

h. akreed with the .. regarding the climate for aid in
developed countries, and underlined the vital importance of good
policy measures in LDC's, including especially proper project prepara-
tion, intended primarily for the *fficieut use of available reswurcs.

The representative of ral oted thatt *e object of
development programmes was somewhat varied; in addition to growth
wvt4ch was the primary object've, there were consi derations related to
the price situatIon, external reserves position and the V ke. Some
incompatib lity might arise, and u ta rendered evaluation all the more
important.

As for aa international machinery for such evaluation, 6rasil
would welcome an cx exision of consul.ativ, groups ard co-ordination
of aid under tie leadership of the ;orld Iank or regional d velops at
banrkc; at 1he s.m. time, an independ. t evaluation would be useful,
as proposed b; iobeastein odan.

ce ts 4. Karass (2)
Mr de Tontensy



UNCTAD IT : COMMITTEE III

February 22, 1968 (3.0 p.m.)

SYRIA supported t e setting up of an independent machinery for
evaluation, to be established in the U.N. Capital Development Fund.

Italy referred to the relevance of internal resource mobilisa-
tion policies and efforts to f low of external resources and their
effective utilization, The representative of Italy referred to the
inter-relationship of dtvelopmeut aid, supplementary finance, the
financing of buffer atocks and sore generally, commodities statkiation
arrangeam nts.

The representative of Canada referred to the significance of
the planning process in LDCts, and the ability bf developing countries
to build up their own technical a U other facilities in various fields.
Improvements in this regard wuld als react favourably on the
political will in developed kountries for giving aid, He referred to
the important advances made in aid co-ordination especially by World
Bank Consortia and Cons-Itative groupa. Fulltr use could be made of
existing agencies in evaluation work. The proper selection and
effective implementation of projects was important, more than anything
else.

West Germanj emphasized the role that privai investment could
play, and more generally, the effectiveness of domestic resource
mobilization in improving the scope for external assistance.

Pakistan referred briefly to its policies towards resource
mobilizationj problems of domestic resource mobilization were broadly
common to several IDC's. Many of them were making steady and determined
efforts to increase the share of domestic finance in investment
programmes, but external aid was declining. In their view, it was
the inadequacy of external resources that was a serious constraint on
their development efforts.

The Pakistan representative warned against proliferation or
international institutions for evaluation purpose.

N. A. Sarma

cc: Mr. Karasz (2)
Mr. de Fontenay
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Headquaters:

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.Ue Add-r - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CAbW Add-eo - INDEVAS PARIS J

EUROPEAN OFFICE.
4, AVENUE D'IENA, PARIS (16E) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter No* 32 February 2o, 1963

Dear Dic k:

In my letter Nq, 30, I described the difficlties of the
plenary in cinnectiqn with South Africa.

The only real victim of this incident was Watanabe who had
waited for several days in order to deliver his statement on the
Asian Development Bank to the plenary meeting.

In the end, he lost his patience and left for Manila. The
text of his statement, which I enclise, was later distributed.
(In reality, this would be an ideal solution for practically all
the statements we have to endure in the plenary).

With best wishes,

Sincerely yours,

Arthur Karasz

Mr. Richa rd H. Demuth
Director, Development Services Department
International Bank for
Reconstruction and Development

Washington, D.C.
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22 February 1968.

Statement by Mr. Takeshi Watanabe,

President of the Asian Development Bank*

It gives me great pleasure to attend_-this meeting as the 
President of a

newly created regional development bank, which is striving hard for 
the very

same objectives as UNCTAD.

The Asian Development Bank has recently celebrated its first birthday at

its headquarters in Manila. So far, we have assembled a staff of over 200 people

drawn from 23 countries, in large part from Asia. Of the total capital of about

one billion dollars subscribed by 32 member countries, as of now 200 million

dollars have been paid up., Another 100 million dollars will be paid in August

this year as the third instalment. From these resources, we recently extended

our first loan to the Industrial Finance Corporation of Thailand. We are now

engaged in exploring several other loan applications. Apart from loans, the

Bank has also been active in the field of technical assistance, which we

consider an area of major importance. We have sent one mission to Indonesia

to advise on problems of food supply and this recently completed its report.

Another mission is going to Korea to help establish an Agricultural and Fishery

Development Corporation. We have been asked to send more technical assistance

missions by several other member countries.

Today I would like to make a few observations based on our experience,

small as it has been on problems of economic development. My first observation

relates to the value of a regional approach in development financing, From

the developing countries' point of view, financial and technical. assistance are,

.of course, very much needed, but it is most desirable that such flows are

unaccompanied by undue foreign influence. This is especially important in the

* Mr. Watanabe had to return to Manila before he had an opportunity to make

his statement in plenary. The text of his statement is circulated in

accordance with the decision of the Conference taken at its 64th plenary

meeting.

TD/Misc-49

ND.68-888
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case of technical assistance activity, since, like Caesar's wife, advisers and

advice must be above suspicion - especially of entangling alliances. I feel

that a regional development bank like the Asian Development Bank, has great

advantages in these respects. The ADB is an Asian institution, created by

Asian initiatives, financed and staffed largely from within the region.

Countries of Asia have the majority of the voting power; 
seven out of ten

Directors are from the region and the President, by Charter, 
must be a citizen

of an Asian country. Therefore, for the Asian countries, a loan from the

ADB means borrowing from one's own Bank, and technical 
assistance from the

ADB represents an advice from one's own neighbours.

This Asian character of our Bank represents the spirit of self-help, 
a

spirit often mentioned by delegates in this 
meeting. The fact that the ADB

is evidence of regional initiative and self-help, has 
meant that while maintain-

ing our regional character, we have been able 
to attract outside resources.

We have now 13 non-regional members including the most recent 
addition of

Switzerland. The non-regional developed members have supplied the Bank 
with

resources both financial and personnel. Thus, the Asian Development Bank

serves as both an Asian point of contact with non-Asian 
countries and as a

channel for flow of monetary and human resources from outside into the region.

Our Bank performs the essential catalytic function of pinpointing 
worthwhile

projects or programmes, mobilizing regional resources 
for them, thereby proving

their worth, and for this reason, attracting additional external 
resources

for those activities. As an example of such role, the Baik has conducted an

extensive agricultural survey and was asked recently by a group 
of South East

Asian countries to conduct a transport survey.

Another observation I would like to make at this opportunity 
is related

to the question of selecting bankable projects. We have seen many cases, where

a country is in balance of payments difficulty and because of the difficulty

such a country is deemed not credit-worthy. A country without enough credit-

worthiness is thus deprived of an opportunity of receiving a foreign loan,

which may be necessary to undertake a project which could help reduce the

balance of payment deficit. This vicious cycle tends to perpetuate the

difficulty.



As a banker, I must be careful in selecting good projects, but I do not

like to classify countries at any particular time into those only eligible for

hard loans and those only eligible for soft loans. I would rather look at

projects and the longer rin prospects of the country. If, after the appropriate

feasibility study, the project appears promising and meaningful for the country,

and if the longer run prospects of the country are encouraging, we should be

willing to consider extending a loan' to a borrower in that country, even if at

the moment, the country is in balance of payments difficulty. I have often

used the term "family doctor" to describe my vision of the role of the Asian

Development Bank. In this family doctor capacity, we should be fully aware of

health of members' economy. Instead of rejecting a patient because of his

aickness, we should provide constant consultation and advice so that the

financial assistan'ce provided in order to help increase export potential or to

substitute necessary imports can be carried through to achieve the purpose.

A regional institution can serve this role, which requires complete confidenoo in

its impartiality, in a more flexible and sympathetic fashiov than other

institutions.

Iastly, I would like to touch upon the problem of the addit~ional resources

we would like to have to amplify and diversify our activity. As I mentioned,

we are now conducting our business with a paid-in capital which amounts to

200 million dollars. According to our Charter, we have two more sources of

funds to tap. One is from the proceeds of a bond issue and the other from

special Fund contributions. At the moment, I have no definite plan of issuing

bonds, but. I am watching very carefully the developments in the world capital

markets. In due course,. I am hoping, we can raise additional resources by issuing

bonds. In order to do that, I am fully'aware that our Bank should operate upon

sound principles.

Another resource we are seeking are Special Funds, contributions other than

the capital subscription which I hope can be used on concessional terms. It

is gratifying that many developed countries, in spite of their financial and

budgetary difficulties, have shown great interest in this matter. I strongly

hope that, developed countries, which recognize the merit of a regional approach

in development financing will find it possible to add this type of contribution

ti our Bank.

I would hope that this brief statement has told you something about the

Asian Development Bank, a new addition to the instruments to accomplish the

purpose of UNCTAD.



etter No. 12 February 26, 1968

Dear Arthurs

ftis is a belated follow up to mg letter No. 6 of February 16.
1 feel I agt eplain the delay, though I am sure you will not Mink
it is due to negligence on jq part. I was in New York one day longer
than I had anticipated, beoause an unexpected and long visit by Mr.
Woods in our UN *ffice on Monday the 19th made w postpone varions
appointimnts to Tuesday.

We, as of today (Mnday) have now received your letters No. 1
through 25, mostly dealing vith the General Debate. I think also
that your cabled enquiries have all been taken care oft you ill
also have received a letter from Gunter Wiese dated February 23 with I
details on the Drasilian query.

I dont think there is any more I have to say at this moent.
lhore may be ore developments as the Oonforence progresses, but
anything will, I am sure, be mwre ably handled by Sirley when I am
away.

Our warmest regards to Swa,

Yours sincerely,

Federico Consolo

Mr. Arthur arass
O/c Ashoka Hotel
New Delhi
India

F-
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Mr. Wm. ark
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Please let me have a short acknowledgment to

send together with a copy of the speech.

G.D. Woods
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FEB 28 REA
A. WILLIS ROBERTSON, VA., CHAIRMAN

JOHN SPARKMAN,. ALA. WALLACE F. BENNETT. UTAH

PAUL H. DOUGLAS. ILL. JOHN G. TOWER. TEX.

WILLIAM PROXMIRE, WIS. STROM THURMOND, S.C.

HARRISON A. WILLIAMS. JR., N.J. BOURKE B. HICKENLOOPER, IOWA

EDMUND S. MUSKIE, MAINE

EDWARD V. LONG, MO.MAURINE B . NEUBERGER, OREG.
THOMAS J. MCINTYRE. N.H.

WALTER F. MONDALE MIRNN. COMMITTEE ON BANKING AND CURRENCY

MATTHEW HALE, CHIEF OF STAFF

February 24, 1968

Mr. George Woods, President
World Bank
Washington, D. C.

Dear George:

I was most interested in the reports of the
speech you made at the UNCTAD meetings in New
Delhi. I am wondering if it would be possible for
you to send me a copy of your speech?

I had hoped to get to the UNCTAD meetings,
at least for the first few days, but work on the
fair housing bill here in the Senate prevented me
from extending my trip on East-West trade for the
Senate Banking and Currency Committee to include a
stop in New Delhi. I continue to remain quite
interested in UNCTAD and in the proposals of the
World Bank.

With warmest personal regards.

Sincerely,

w&. ter F Mondale





UNITED NATIONS CONFERENCE CONFERENCE DES NATIONS UNIES

ON TRADE AND DEVELOPMENT SUR LE COMMERCE ET LE DEVELOPPEMENT

TELEGRAMS UNCTAD. NEW DELHI

TELEPHONES 301 7 1 AN B VIGYAN BHAVAN

NEW DELHI-I

REF. NO.: TD/965 25 February 1968

Dear Mr. Kamarck,

Pursuant to our previous 0 espondence and in particular to your
telegram to me of 31 January 1968, I take pleasure in forwarding to you
under separate cover 15 mimeographed copies of UNCTAD Conference document
TD/69 issued 15 February 1968, "The effects of the Kennedy Round on the
exports of processed goods from developing areas" by Bela Balassa. I
call your attention particularly to the note on page 1 of the document,
in which is explained the origin of the document and the Bank's role
in making it possible. May I add the expression of my personal gratitude,
and that of the Secretary-General of UNCTAD for the Bank's generous
cooperation in this matter.

If you desire additional copies, within the limits of the stock
available here, I shall be pleased to forward them or make them available
to Mr. de Fontenay for transmittal to you.

A number of editorial changes were made in Professor Balassa's
draft inaview of the fact that the document was being submitted in the
form of/regular UNCTAD document, as you suggested in your telegram. I
enclose a copy of a letter I am sending to Professor Balassa regarding
these editorial changes and our inability to take account of his own final
changes in the draft, which were just received yesterday after publication
of the document. These changes were shown to Mr. de Fontenay before
publication, and he approved of the text of our introductory note crediting
the Bank for its participation in this project. As I have informed
Professor Balassa, we are of course willing to issue a corrigendum
in the event that you or Professor Balassa feel that any of our changes
were of substantive importance.

As agreed in Dr. Prebisch's letter to you of 7 September 1967,
UNCTAD has of course no objection to, and would indeed welcome, any
independent use the Bank sees fit to make of this very interesting paper.

May I repeat the expression of my gratification that this joint
project appears to have proceeded smoothly.

Sincerely yours, and with best personal regards,

H H. Bl,
Director, Research Division

Mr. Andrew Kamarck,
Director, Economics Department,
International Bank for Reconstruction and Development,
1818 H Street, N.W,
WASHINGTON, 200431 D.C.
UsS.A.
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2T Pebruary 1968

Dear Bela,

I enclose a copy of a self-explanatory letter to Andy Kamarok, and I am

forwarding under separate cover 15 copies of your paper as issued on

15 February 1968 under UNCTAD designation Th/69.

I regret that we were unable to take account of the changes suggested in

your letter of 12 Februarz 1968, which only reached us yesterday 
after the

document had already been issued. So far as I can see from a cursory comparis6n,

the only substantial omissions in our version, as compared with your final

version, are the parenthetical insertion of "(26 per cent)" in paragraph 7 and

of your reference (in your Par h 13 an. our paragraph 12) to the fact that

theexpcte exanson rad of205.5 million dollars is "three-tenths of the

rise in exports that would follow he complete elimination of duties". In my

opinion these omissions are not important enough tourrant issuance 
of a

corrigendam as far as the Secretariat is concerne4, but I would of course 
take

account of your wishes in this matter. With regard to the last sentence in

your paragraph 10 eplaining your method of calculation of impact of the Kennedy

ound cha , I call your attention to the footnote we inserted at 
the bottom

of page 9Table 3), which I believe adequately covers the matter. (Contrary

to your text, the appropriate cross-reference is to Table 4 of the 
earlier study$

not Table 1).

Because of the decision to issue the study as a regular UY TAD document

we had to run it through the usual editorial procedures of the Seoretariat.

This resulted in a number of changes in wording which, in my opinion are

purely stylistio, and I assume you have no objection to 
such editorial

refinements. To the best of my knowledge nothing substantive was changed

other than those points upon hich we had already agreed.

If any comments by delegations on this document come to my attention,

I shall of course relay them to you.

Many thanks for carrying out this project on our behalf. I sincerely

hope that our collaboration will continue.

Sincerely yours,

Harry R. Bell,
Director,
Research Division

Professor Bela Balassa,
Consultant, Economics Department,
I0-n for Reconstruction

SHAG$ii6043 DC.
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P.S. Under another separate cover, I am sending to you our Research
Memorandum 13/5" "Tariff profiles racing selected individual
developing regions and countries""). We are not planning to
use this for the Conference, but I think you will be interested
by this attempt to portray graphically the differing incidents
of the pre- and post-Kennedy Round tariffs on the charaoteristio
products exported by individual developing countries and by the
main bveloping regions. Your comments on this paper are invited.



UNCTAD
FORM No. 59

(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: Letter

DATED: February 23, 1968

TO: Mr. Takahashi

FROM: Mr. Romesh K. Diwan
UNCTAD

FILED UNDER: P&S- Imports

SUMMARY: Re: Asking to discuss with him the problems of import substitu-
tion.

ack. March 5, 1968



February 23, 1968

Dear Arthur:

I am referring to your letter No. 16 dated February 15, l9
to Mr. Demuth and to the latter'a cabled reply of February 21 .!(

For your information only, I would like to give you the background

of the Brazilian complaint.

Loans made by the Bank to Brazil in recent years provided for

Brazilian participation in international competitive bidding under a

15% preference margin. Whenever a Brazilian supplier won a contract,

the Bank reimbursed the borrower for the full cost of such contract.

We are now planning to change this procedure and have informed the

Brazilian Government accordingly. Later this year we are planning to

lend $46 million for additional power projects. Brazilian suppliers

will again be permitted to participate in international competitive

bidding under a 15% preference margin. However, if they win contracts,

we will only reimburse the borrower for the estimated foreign ex-

change content of such contracts (presently estimated at about 40%).
In other words, if foreign suppliers win contracts, the borrowers

are reimbursed in full, whereas under Brazilian contracts they will

get less than half. This will provide strong inventives for the power

companies to manoeuver as much as they can to achieve a high degree
of foreign placement of orders. As you know, this can be done in a

number of ways, e.g., by means of writing the specifications, by
restrictive prequalification, etc.

Our new position was taken with a view to the Bank's recent

progressive restrictiveness on local currency financing. In

explaining the above to Mr. Consolo this morning, he felt that you

may not wish to use the information unless it is really unavoidable.

Sincerely ,

Gunter K. Wiese

Letter No. 11 Western Hemisphere Department

Mr. Arthur Karass
International Bank for Reconstruction
and Development

c/o Resident Representative
P.O. Box 416
New Delhi, India

Cleared with in substance and cc: Mr. Consolo

GKWiese:mr
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B 26 REC0
COMMISSION OF THE CHURCHES ON INTERNATIONAL AFFAIRS

Commission des Eglises pour les Affaires internationales of Kommission der Kirchen fur Internationale Angelegenheiten

The World Council of Churches

Chairman: Sir Kenneth Grubb Director: 0. Frederick Nolde Representative in Europe: Elfan Rees
Secretary: Alan R. Booth Executive Secretary: Richard M. Fogley Secretary: A. Dominique Micheli
Cable: INTAFFAIRS, LONDON, W. 1 Cable: OIKOUMENE, GENEVA

34 Brook Street Cable: OIKOUMENE, NEW YORK 150, Route de Ferney
London W. 1, England 297 Park Avenue South Geneva 20, Switzerland

Hyde Park 7176 New York, New York 10010 Geneva 33 34 00
ORegon 4-7670

NEW YORK OFFICE

February 23, 1968

Mr. George D. Woods, President
World Bank
1818 H. Street, N.W.
Washington, D.C. 20433

Dear Mr. Woods:

I have read with great interest and satisfaction the
text of your address at the UNCTAD session in New Delhi, which
Martin Hill brought back with him. It is a penetrating analysis
which can contribute much to the 'grand assize' which you have
urged. As one who has long followed the ecumenical concern for
development at the intergovernmental level, I am grateful for the
leadership you have given and which I trust you will continue to
give. Your address should be quite helpful to the Conference we
in the World Council are holding, in cooperation with the Pontif-
ical Commission, in Beirut in late April.

The enclosed piece of mine, in which I tried last autumn
to bring some gleanings on development strategy to the attention
of churchmen, may be of interest, since it reflects a number of
the concerns that you have stressed so tellingly.

S' erely yours,

Richard M. Fagley

RMF:MK
Enc.
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Headquarters

WAhinton, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cae Add.- - INTBAPRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CA.l. Add-6. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16") - FRANCE

Telephone - 563-2510

c/o Ashoka Hntel, New Delhi, India

Letter go, 31 February 23, 1968

Dear Dick:

.nclosed please find text of my statement which I delivered
this afternoon to Committee Three on matters relating to IDA, the
role of the Bank in development aid, private investment, public
industrial enterprises, and the coordination of aid, *

4ith best wishes,

Very sincerely yours,

Arthur Karasz

Mr. Richard H. Demuth
Director, Dsvelopment Services Department
International Bank for
Heconstruction and Development

Washington, D.C.

* Many thanks for your cables which were of great halp in the
preparation of my statement.
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Staita eat by Arthur Karass, Head of the Delegation of the
International Bank for ieconstruction and Tevel pmwnt, to
Committee Three at the Second Session of the Wi Conference

on Trade and Deveopmant

In the course of the la st two weeks, a rumi1r of qnestions have been

raised in Committee hwree relating to utters which are of interest to

the World Bank,

I. The distinguished representative for Yugoslavia mnntioned the

decision by the orld Bank concerning the allocation in fiscal 1961 of

$10 million for the purposes of IDA. He raised the question whether it

would not be wiser fTr the olnd 3ank to maintain the transfer frnm the

Bank earnings to !-A of higher amounts as took place in the fiscal years

1964, 1965 and 1966,

This matter was already discus oad at the last neeting in aeneva of

the Trade and evelopment oard where I explained the Bank's position, as

reproduced in document TD/ / ./LJh,

In the following I -. 011 just repeat some of the background information

contained in that dbcument on the sources which provide the funds for the

Bank t s lending operations, There are two such chief sources:

(a) one is the paid-in capital of th B3ank, paid in by its

members;

(b) the bulk of the amounts the Bank uses is money borrowed

on the arket, st of it thr'-ugh the sale of obligations.

In short, the Bank lenda mainly borrowed oney,

This is the Drinciple, and it would be quite simple, were not

practice a little more complicated than that, If iank lending depended
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only on its ability to borrow, the 3ank would ha ve no difficulty in

raising money, because the i ank's creditworthiness is considered every-

where as first class.

However, Bank borrowing does not only depend on its creditworthinessi

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 ank must plan ahead the way its landing operations will be

carried out in future years. In simple terms this means that the amounts

committed by the 3ank 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 project.

In recent years, part if the B*nk's net incovae was transferred each

yea. in favour of IDA. The policy statement on tnis subject contained,

however, the provision that future transfers would only be made out of

the year's net income not needed for allocetion to reserves, or otherwise

required to be retained in the tianks business and which could therefore

be prudently distributed as dividends,

This does not seem to be the case now. Although, I repeat, the situation

of the Bank as a potential debtor has remoined as good as ever, for en-

siderations 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 3ank has not received any

authorization from the governments to issue new bonds; on the contrary,

in the course rf the lsst year or so we have been authorized to make new

and very important issues on the iNew York market, others in Canada as well

as in several *stern -;uropean 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

0* .1..
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needed funds on time in order to meet the disbursement comitments and

maturing public debt of the Bank.

As the Bank's undisbursed commitments as at the and of the fiscal

year 1?67 - were almost $2.4 billion, the President of the Bank estimates

that to meet disbursement cOmmitments and maturing public debt of the Bank

at the least $400-6500 million new 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 rais e all of it aga inst bonds, The t is Ity the Executive

Directors decided to recommend to the "vern rj, to allocate current income

of the Bank with the exception of 0.0 million to the Supplemental 1eserve

of the 3ank, thereby reducing correspondingly the need for bond issues,

I am authorized to sod that this action taken by the Board does not

establish a precedent for the Itturs. If and when the access to money

markets becomes again easier, we are hopeful that our Board can recommend

transfer if more important amounts to IDA out o- th t on current inctome

f the Banko

II* As for the replenishment of I A, r. Chairman, I am authorized

to report to the Qommittee that active negotiations are continuing on this

subject. qe have every reason to expect that agreement will be reached and

transmitted by the Executive Directors of the Bank to the }3oard of Governors

within the next month of March providing for a replenishment on the basis

of a sixty percent increase and with ioiplately untied funds,

XI, ever&l represent a tives have suggested that the World eank become

a development bank for developing nations exclusively. In fact, that is

virtually so. Over the years, the major part of World BankL loans have been

made to developing countries, lately there have been few loans only to

... /.'.*



developed countries and the proportion of loans to the developed countries

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 cannot require prepaym.nts uniless such a condition is contained in

the loan agreemint. 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,

IV. Anothe r 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 >ottlemsnt of Investment Disputes

between states and nationals of other states came into

force in October 1966. This convention set up W the

International Centre for the Settlment of Inwestment

Disputes, ratified a1raray by a number of states, which

machinery provides facilities for the settlement of inm.

vestnat disputes by voluntary recourse to consiliation or

arbitration, or both,

2, Anyther 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 OE9D, and in response to a request by U XAD I

(Reoommendation A IV 12), the staff of the World .ank have

prepared a draft scheme with a view to providing essentially
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the same protection to private foreign investors against non-

commercial risks that is presently available under certain

individual natioral #ragrammeso The World 3ank staff's draft

scheme has been submitted to the member governments through

the Executive Directors of the Bank -who are considering the

scheme,

V. Several speakers as well as the Algiers Charter mention the World

Bank familyt. attitude toward public industrial enterprise. In this

respect the follouing can be stated, The iorld 3ank and IDA operations

have been directed in the main to infrastructure investments in developing

countriest these are largely th "ugh 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 manufacturing enterprises, for an amount of about one

billion dollars, has also gone to privato compnies. To quote from a statement

by Mr. George Woods, President of the World Bank, to ECOSOC on March 26, 1965:

*We have been reluctant to finance State-owned industrial enterprises

primarily because of the greet difficulty of assuring that they would be

managed on a businesslike basis, free of political pressures"* Mr*I Woods

continues, howevers wWe are quite aware, nevertheless, that in some of our

member countries, and especially in the newer ones, a shortage of private

savings and of industrial entrepreneurship harshly limits what purely private

capital can accomplishp We are therefore embarking upon a re-examination of

our policies as applied to such cases to see mhether there are ways other

than through completely private ownership, in which effective management of

industrial ventures can be assured". Mr. Wods mentioned similar ideas in

his recent address to the Plenary Meeting of our Conference. Thus, the Bank
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is willing to consider the financing of government-amwned manufacturing

enterprises provided the project is well prepared, economically justified

and soundly man* god. An instance of this is the recent loan by the Bank

in January 1967 of 430 million, in asseociation with the 1iuropean Investment

3ank, for a potash project in the Congo (Brsssarville). The loan was made

to the Compagnie des Potasses da Congo# a Congolese company established in

1964 by the Congolese Government and a French syndicate largely consisting

of French government agencies.

V1# 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 Pakistan consortia, the World Bank has organised consultative

groups for several developing countries. The Benk also participates in

similar meetings held under the auspices nf -ther orgmnizationse 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 pro-

pects and performance. By its very nature this is a rather dift'icult and

delicate work, but the advantages of such coordinated aid over uncoordinated

bilateral aid are being increasingly recognised, Ffr the present, the Bank

intends mainly to improve the wirking of existing ooordinating groups, while

continuing to explore possibilities for setting up additional groups.

New Delhi
February 23, 1968
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Headquarters
Washington, D.C,, U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CeII5Addre-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CaJ.e Addr-. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IE NA, PARIS (16E) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No 30 February 23, 1968

Dea r Dick:

This is a summary of the last week's events.

I haven't yet reported to you about the recent difficulties in the
plenary meeting with Cuba, Israel and South Africa.

In short, Mr. Dinesh Singh, the President of the Plenary, got into
all sorts of legal difficulties; Cuba and Israel are left out of the
working groups, and South Africa was impeded mainly by the Afro-Asian
group to ta ke the floor and make a general statement.

Thus, the last meetings of the plenary did not accomplish any useful
work at all. The only thing that happened was a constant movement of the
delegates, in and out of the hallg each time there was a speaker they did
not like. The Arabs and their Socialist friends moved out when the Israeli
delegate spoke, they moved back at the end of his statement only to get up
immediately again because he received the floor once more on some other
point of order. The South African representative was an even greater
problem. Dinesh Singh did not want to preside over his statement, but had
to find a Vice President to take over for him, and thpt proved to be a
difficult operation too.

Finally, the Filippino Vice President agreed to take over for this
solemn occasion. The meeting was called for yesterday afternoon. Dinesh
Singh disapeared from the instrum. The Filippino gentleman appeared
and gave the floor to South Africa.

The 177" and the Socialists left the room, with the exception of Ghana,
On the request of the latter, the poor Chairman was forced to state that

Mr . Riichard 1,, Demuth
Director, Development Services Department
International 3ank for

Aeconstruction and Development
Washing ton, D"C. o/"
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there was no quorum. The situation seemed to be hopeless,

But nothing lasts forever After some hectic negotiations, the
meeting was reconvened, there was still no quorum (there were only
28 representatives in the room) bAISouth Africa was allowed to deliver
its statement which will appear in the documents of UNCTAD. I enclose
a copy, mainly for its historic value.

So far as the Conference is concerned, the following are my personal
views. People are starting to get impatient about the lack of progress.
They are critical of Prebisch who keeps repeating himself and has not
submitted very new ideas to the Conference. Unfortunately, the same is
true of most of the national delegations.

Thus, as things stand today, this Conference will most probably not
produce any great results. The developed nations, with the exception of
some smaller nations like the Netherlands, Sweden and Denmark, are un-
willing to make substantive concessions and the LDG's do not nave any
real bargaining power.

Of course, this was to be foreseen from the very beginning: this
Conference has a much more difficult job than UiCTAD I. The first conference
had all the fields open and was free to choose among many interesting
subjects. UNCTAD II is limited in its fields of activity, it has to find
answers to difficult questions raised in 1964, and some of the answers just
do not exist.

Maybe it is not too much to say that the only real event of this
week has been the arrival of Enrique Lopez Herrarte, as representative of
Guatemala. He arrived happily and we are happy to see him here. He takes
his new job very seriously, participates in all sorts of "contact groups"
and expects to make a statement on the great role of the dorld Bank in
economic development.

With best regards,

Sincerely yours,

Arthur Karasz
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Headquartern
Waahington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
C.ble AAdA - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.b Add6 - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
Iridia

Letter No. 29 Febmary 22, 1968

Dear Dick:

I enclose the first progress report on the work of Committee I,

prepared by de Fontenay.

With kind regards,

Sincerely yours,

Arthur Karasz

Mr, Richard Hu Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D&C.
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FORM Nu 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: FTLSS DATE: February 19, 1968,

FROM: Patrick de Fontenay '

SUBJECT: UNCTAD II : First Progress Report on the iork of Committee I.

The First Committee of UNCTAJ II is in charge of Item 9 of
the agenda of the Conference: Commodity Problems and Policies.
It is Chaired by hr. Gueye from Senegal; hr. Poh from Malaysia Xs
Rapporteur; hr. Rudolph from Czechoslovakia is the Vice Chairman.

The agenda of the Committee is the following:

(a) General discussio, onthe main elements of commodity
policy.

(b) Basic principles and guidelines for pricing policy
design id to achieve the highest possible receipts
from export of primary commodities; operation and
financing of buffer stocks.

(c) Role and financing of diversification programmes;
problems arising from the development of synthetics
and substitutes.

(d) Programme for liberalization and expansion of trade
in commodities of interest to developed countries.

A number of developing countries had favoured the setting
up of working groups on specific commodities. This suggestion
was opposed by several developed countries, in particular by the
U.S., Canada and Netherlands, on the grounds that delegations
did not have with them experts on the various commodities which
might be discussed. This question remains pending.

So far, the Committee has completed the discussion of the
first item on its agenda and taken up the second item, The
following are the main points emerging from the general discussion:

(i) Less-developed countries:

The LDC's generally expressed their support for the
section of the Algiers Charter, dealing with commodity problems
and policies. They were disappointed by the lack of action in
that field and in particular by the failure of the Cocoa
Conference. They supported an agreement on commodities either

(continued .. 2)



2 :

in the form of a general agreement, or in the form of separate
agreements. They considered that developed countries and the
international financial institutions should collaborate in the
pre-financing of buffer stocks. They recognized the need for
diversification of the primary producerst economies but
insisted that it be accompanied by better access to the markets
of the industrial countries for their exports of processed
goods,

(ii) Developed countries:

Statements usually said that efforts towards a
general agreement on the commodity issues were not worthwhile
and that a commodity approach was preferable. These countries
wanted to see the results of the Bank-Fund Study before making
any commitments for the financing of buffer stocks. They
stressed the need for diversification as a solution for long-
term commodity problems but they consider that diversification
was part of the general problem of the development and were
unwilling to discuss it with commodity problems.

(iii) Socialist countries:

The socialist countries generally supported the
Algiers Charter. They favoured urgent action in the field of
commodity agreements but also stressed the importance of
long-term bilateral agreements.

cc: Mr. Karasz (2)
Mr. N.A. Sarma
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rifeadquarters:
Washingtn, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cabl. AddA- - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.hb. Add-. - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IE NA, PARIS (16) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter NoA 28 February 22, 1968

Den r Dick:

Further to my letter of February 20 (No. 25), I enclose
summaries on Committee Three meetings which tnk place on February
19 and 20.

With best regards,

Sinc erely yours,

Arthur Karasz

Mr. Richard Hci Demuth
Director, Devel 3pment Services Department
International Bank for

Reconstruction and Development
Washington, DC.
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UNCTAJ II a O 'ITTL III

February 20, 1968 (11.00 a.m.)

After statements by Tanzaoia and nigeria, discussion on
the agenda item was interrupted, to be resumed in the afternoon.
Mr. Sidney Dell made a statement at the suggestion of the Chairman,
on the next agenda item "Improving the mobilisation of internal
resources".

:r. Dell, at the outset)re-stated the primary responsibility
of tre UJC's themselves for their development; external resources
coi ld only suppleent, and would also help to remove critical bottle-
necks. he recalled the main points made in the Secretariat paper
with respect to domestic res>urces oblization. In particularfor
several developing countries the export sector ;as important even
for domestic resource mobilization; and domestic effort was not a
decisive factor in prootrang exports of primary co 'odittes.
Domestic effort was of greater consequence with respect to the export
of maaiufactured items and also toward import substitution. Mr. Dell
posed certain issues as being relevant for consid eration by the
Committee. This related to the reciprocal commitments of LDC's and
developed countries; the drawing up and implementation of develop-
Muent programmes for the effective utilization of available resources;
appropriate policies for raising ajricultural productivity, in regard
to population and growth rates, for stimulating domestic savings~for
promoting export opportunities and export substitution. Finally,
is there need for a new and independmnt machinery for the evaluation
of domestic performance and external assistance.

N. A. Sarma

ect Mr. Karass (2)
Mr. de Fontenay
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Fibruvay 20, 1968 ( 3.00 p.a.)

The first speaker VWas the r'p'sentative of t.he ' rld .d tion
of reds Unios an or anization viti headquarters in Prau. 3a is against
privato cital caieue of the political conditions attached to it.
Secause o this, and the unfavoursble t ves which accon ny private capitel,
he is of the opinion tut U ,V houl not taka any rewlutixns in its
favour.

The represents tive xf the Sorrmi on for f s talked
awyut technical ssis iAnco ichc is portiulorly impwrtant for the African
countries. T.chnical assistance is the irst step; it ronuld be frllwed,

rf cmurse, uy capital assaistance,

The oVrid Iiand Would wt rp*ld iy the ci.valoped nations in an
accelerated usanner. a 2ar as he eaows, the developed nations owe two
billion dollars to the dink and it voul oe i consideraole assistance if
the developed countries wtich are not in balsnce-of-pywnt diffiwities
could make repayrent imediately. fI su;;sted tJAt the JI) should
discuss this atter and find ways and -sans !hr the, 4>rld -ank to acqpire
additional funds.

Aid by the uripan oomic Gowimunity to the less-aeveloped ountries
should be increseed. U1TAD a ehoud -vke a "daaision" on how to increase
the volume of assistance to the tfrican e)velopment Sank.

He is sceptical about the riol. of private copital. 3eoause of reverse
9lovs, its contrioution to development will always 0e limited.

He agrees Ath ddney J l thet there is urgunt need for a better inter-
national fwmchinery for the cont~rl of eaoromic developvsnt.

Tva representative frf pc agrees with the idea of the
Crand Assise.

He supports the deS of setting up an international institute to evaluate
national plans, and advise aid donors and recipients on planing policies
and financial aid for planning. His country had 0aled a :Ie ting on this
subject aomo anths ago wnth the participation of cnors and recipients, as
well as Vid 4nd IV.

The last SUwJect he discussad was the creation of the nIw Caribbean
D.Mvelopment uank.

The rwpresentative frwna follwed the iOviet Urs ?,ungary
rad oloni~e, and no capitA invested abmad, kievertheless, its

foreign aid activities wre &rzwing.

... /...



The IF.at Spea er was the reprrosentative -i, lIivia. The
,pecial Irawing x iqhts agrmed upin at t!- in ,eting will =,1y help the
devoloped notions. He suggestad tih creation f peoial *uaits" which
could be drawn oy LDXs. A* is astonish d oy the total absence at UE1KTk

of the great industrial cirporatiown -r the davelvped nations. They
should be interested in 2,,'00 miflion potential cnsuwerse flhey shovuld
invest part -1 their total sales in the less-developed world. 3e started
saying twit thia should be twn poroent of such total sales. T.uMrds tho
end of his statements he mt have had the feeling that this was tyo much
.nd reduced 4-t to on peromnt. Thus this wwuld be a aort of a oe perent
rule for private capital. wtch inveatrmts sh-ould be aode under 'internatiomal
supervis Ion".

Arthur harads

ct: r. .A. arm (2)
Mr. . de -,onteney
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Headquarter

"7asbington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CaL Addres, -INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cabe Addrs - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter No.27 February 22, 1968

Dear Dick:

The second item on the agenda of the Third Committee is on
the subject of Improving the Mobilization of Internal Resources
in Developing Countries (Item 12(b)(iv) ).

Sidney Dell introduced the discussion and brought up several
interesting points. (Text enclosed - TD/II/C.3/L.7):

1. While external assistance complements effective mobilization
by the developing countries of internal resources, primary responsi-
bility for development lies with the developing countries themselves.
Thus, the solution of the development problem requires reciprocal
commitments by developed and developing countries.

2. The utilization of domestic resources calls for the drawing
up of a suitable development programme including policies such as
population growth, agricultural productivity, savings and taxation,
educational problems and foreign trade (the Gap).

3. There is constant need to make sure that the funds made
available are used as effectively as possible. Such evaluation
machinery exists already in the international institutions and, par-
ticularly, in the consortia and consultative groups but, maybe, a
new and independent international machinery for the evaluation of
development performance and assistance would be helpful to both donors
and recipients. Therefore, he raises the question whether there is
a need for new and independent machinery for the evaluation of dev-
elopment perfornmnce and assistance.

In short, Sidney Dell seems to intend to create consultative
groups or consortia under UNCTAD auspices. There is ample literature
on this subject. Dell bases his proposal on two documents which
describe such evaluation efforts in Latin America. Document TD/65

Mr. Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C. 0 /0
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describes the history and organization of CIAP, Document TD/7/
Supp.15 contains a paper by Rosenstein-Rodan on Growth, Development
Finance and Aid. According to Rodan, evaluation of development
performance would only serve its purpose if it is done by an
independent multinational agency. IBRD is multinational but not
necessarily "independent", because it is governed by representatives
who vote according to the shares held by their governments; in
the majority these are creditor and not debtor countries.

While the management of the Bank is independent, at least for
the time being, its staff has a double function since the same staff
members of the Bank who evaluate the development effort also take
part in loan negotiations so that they are both its judges and
executors at the same time. That can only be corrected by forming
an independent institution of international experts under their own
statutes and independent of IBRD.

The proposal of Sidney Dell is closely related to our activities
especially in consultative groups, and consortia, and I thought it
useful to bring it to your special attention.

With kind regards,

Sincerely yours,

Arthur Karasz
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H eadquarters
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
cabe Ad&. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
C.U. Add. - INDEVAS PARIS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16-) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter Noa26 February 21, 1968

Dear Dick:

In my letter Noo 24, I mentioned the interest of several delegations
in matters relating to the stabilization of the markets. The French
delegate made a very interesting statement on this subject to the First
Committee (Commodities). Enclosed, please find de Fontenay's memo on
this subject, dated February 19, 1968.

The French like to talk about mobilization of the resources of the
international financial institutions for the "prefinancing of buffer
stocks", as well as the financing of diversification programmes, The
French Government expects a constructive rport from the Bank and Fund,
and feels that it should also be transmitted to UNGTAD,

I have the feeling from my conversations with members of the French
delegation, and African delegates, that they will continue to talk about
this subject. One day or another we, or the representatives of the Fund,
iill robably have to make a statement to the First or Third Committee,
or both, to explain where we stand on this subject,

with best wishes,

Sincerely yours,

Arthur Karasz

Mro Richa rd Ha Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
1818 H 3treet, NW0
vgashington, D*Co 20433
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Fofm No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Files , DATE: February 19, 1968.

FROM: Patrick de Fontenay(.

SUBJECT: Statement by the French Delegate, Mr. Janton, to the First Committee
of UNCTAD II on Commodity Problems and Policies

Because of its reference to the Bank-Fund Study pursuant to the
Dakar-Rio resolution and because it elaborates on Mr. Debre's speech
in the plenary meeting which had emphasised the need for "market
organization" in the field of primary commodities, a detailed summary
of Mr. Janton's opening statement on item 10(b) of the a enda of
Committee I ("main elements of commodity policy ...... "is given
below :

1) According to tne French delegate, commodity policy cannot
coincide with development policy, but because of the importance of
primary commodities in the economies of the developing countries,
commodity problems were bound to represent an important chapter of
any commodity policy.

2) The French doctrine of "market organization" was designed to
give domestic producers of primary commodities enough income and
security to enable them to implement their development programmes 2

2.1) Security: The problem there was to eliminate short-
term fluctuations such as took place in recent years
in the case of cocoa. It was incorrect to speak in
this respect of an opposition between producers and
consumers. Consumers did suffer from such fluctua-
tions. In the case of cocoa, eog. the abnormally
low prices attained in earlier years were responsible
for subsequent poor crops and high prices.

2.2) Income : The same policies applied on the national
scene in favour of the poor sectors of the economy,and in particular, of agriculture should be applied
on the international scene. While there had been a
continuous increase in the costs of processing and
marketing their products, producers of primary
commodities still did not get a satisfactory income.
Developed countries should realize, however, that
they were dependent on the incomes of primary
producers for the absorption of their industrial
exports.

(continued ... 2)
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3) Although his delegation agreed that the Conference should
take steps to accelerate the case-by-case examination of
appropriate machinery, it did not feel that the Conference should
itself try to work out general rules on commodity agreements in
the limited time at its disposal. However, there were some
points that should be used as a basis for any agreement. Firstly,
if excessive fluctuations were to be eliminated, a price zone
must be fixed, Mechanisms for defending that zone should be
defined carefully in respect of each separate agreement. Secondly,
an international reference price must be agreed upon, which
would be the minimum or average price for the zone, according to
circumstances, Thirdly, prices should at all times be protected
by joint action on the part of producers and consumers0 Some of
the measures to achieve price support had been described in some
of the documents issued by the Secretariat. The French delegation
wanted to emphasize the use of two such measures :

3.1) Variable import duties - His delegation felt that
insufficient importance had hitherto been attached
to the machinery for enforcing compliance with
minimum prices by use of a variable import tax. Tt
had in mind particularly the introduction of an
import tax in the developed countries equal to the
difference between the price as supplied and the
reference price fixed by international agreement,
the yield being turned over to the commodity-
producing developing countries in accordance with
a formula agreed upon by negotiation. The
simplicity of that mechanism would enable it to
be implemented rapidly in respect of a number of
products once the political will to use it was
forthcoming. It could, for example, be applied
to cocoa if the complex technical arrangements at
present being negotiated could be worked out in
final form in the near future,

3.2) Buffer stocks - The use of buffer stocks should be
limited to those cases where there is a ceiling
to the size of te stocks accumulated. The main
problem with respect to buffer stocks was that of
financing. Such financing was provided by
producers in the case of tin, or by the first
buyers in the case of the arrangements contemplated
for cocoa. This was not quite satisfactory and
in the views of the signatories of the Dakar
resolution, it would be desirable to mobilize the
resources of the international financial institu-
tions for the prefinancing of buffer stocks. The
results of the Bank-Fund Study could not be
anticipated but the French position was that
international financial institutions should play
a greater role both in the financing of buffer
stocks and in the financing of diversification
programmes, Diversification was an important
aspect of commodity policy, It should lead to
an increase in food crops rather tha> an incrciace



:3

in other export commodities, The French government
expected a constructive report from the Bank and the
Fund. It felt that UNCTAD should indicate that it
considered the study as particularly important and
wished to have it transmitted to it,

4) The French delegate then reviewed briefly specific commodities

4.1) His countryls delegation to the International Coffee
Council had endorsed the compromise agreements reached
to enable the difficulties arising over the renewal of
the Agreement to be solved. It was hoping to learn
in the very near future that the last point at issue
had been settled.

4.2) The French delegation had been deeply affected by the
failure of the Cocoa Conference of December 1967*
Before negotiations were resumed, the misunderstandings
as to objectives, particularly the protection of
minimum prices, must be cleared up, and a solution must
be found to the problem of allocation of votes in the
International Cocoa Council.

4.3) One characteristic of the rubber market was competition
between natural and synthetic rubber; another was a
certain equilibrium in the natural rubber market, How-
ever, prices had fallen sharply in recent months and
the producerst loss in earnings had been considerable.
Examination of the possibility of organizing the rubber
market should therefore be resumed and speeded up.

4.4) The Study Group on Oilseeds, Oils and Fats at present
meeting in Rome would submit its conclusions to the
Committee, which would then have an opportunity of
examining the matter.

4.5) His delegation considered that the problem of the sugar
market had been badly stated, After a far-reaching
study, the International Sugar Council had estimated
that the real excess of stocks in relation to needs was
only 2*5 million tons, That excess, which seemed very
small in relation to the annual production and consump-
tion of 65 million tons, bore heavily on an increasingly
limited "free market" of hardly more than 6 million
tons, In that connexion, he agreed with the opinion
expressed by the Australian representative in plenary
session that means must be found of replacing excess
stocks in the global picture of world consumption -
which could not be done through quota machinery,

4, 6 ) As far as bananas were concerned, the producers and
their Governments received very different returns
according to the geographical production zones, although

(continued .. 4)



consumer prices were about the same in the principal
importing countries. It should be possible to
improve the most unfavourable purchasing conditions,
and in that particular case the technique of a
minimum import price seemed appropriate.

4-7) Although France was only a moderate consumer of tea,
it was ready to take an active part in a cooperative
effort to stop the fall in prices and to seek ways
and means of achieving an eventual price increaseo

5) Mr. Janton concluded by saying that he did not share the view
that there had been no progress during recent years towards a solution
of commodity problems, although the progress made had been much less
than anticipated. The existence of the Coffee Agreement had secured
for producers considerably higher earnings than in the period preceding
the Agreement, Moreover, the efforts made in the framework of the
World Food Programme to stabilize food prices on the local markets of
the developing countries offered the possibility of improving the
producers lot. There should be more experiments of that kind, and the
financing institutions should help to finance them. In whatever field
stability and security were increased, the resulting benefits would
gradually spread and contribute towards the strategy of development.

cc: Mr. Karasz (2)
Mr. N. A. Sarma
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FORM No. 337D
(12-61) Mr. Miss Schmitt

Room 1220

Association Internationale de
Dbveloppement Rural Outre-Mer
20, Avenue des Arts
Brussels

February 21, 1968

Mr. George D. Woods
President
World Bank Group
Washington, D.C.

Dear Mr. President:

The French daily, "Le Monde" has printed a full-length critical

report on the speech you gave at the UNCTAD Conference in New Delhi

on February 9.

You spoke there in the clear and courageous spirit of a man of

good-will, lucid and with a wealth of experience behind you. Accord-

ing to the paper, you made "no concession to demagogy." It was pro-

bably, you said, the last occasion on which you would address an 
in-

tergovernmental conference in your capacity as President of the World

Bank, and your speech was therefore something in the nature of a "spir-
itual testament."

What particularly impressed us was the overriding importance which

you rightly ascribed to the agricultural development of the less develop-
ed countries. It is quite obvious that these nations must do their very

utmost to raise the productivity of the agricultural sector and thereby

gradually phase out their costly food imports.

You already gave clear expression to this basic concept in your

speech on November 13, 1967 before the Economic and Social Council in

New York. We fully endorse it.

TRANSLATION SECTION E-188/68

Translated From: French 2-23-68 By: RFW:yc



-2-

These are things that cannot be over-stressed. To our associa-
tion, which for the past three and a half years has been active in
rural areas overseas, these ideas are obviously familiar.

In this field we apply the "grass roots" methods of overall de-
velopment, for the direct benefit of the people concerned, and with
their assistance.

I have the honor to enclose a brochure setting forth our philo-
sophy, aims and achievements up to April 1967. Thus far, our opera-
tions have been confined strictly to the African territories that were
formerly under Belgian jurisdiction, but we are fully prepared to ex-
tend our activities to countries elsewhere.

Our association, which is non-profitmaking, works solely with
the help of funds allocated to us by:

-the Belgian Government;
-the Governments of interested countries;
-international agencies, such as EDF, ILO and UNHCR

The latter agency has entrusted us with the settlement in Burun-
di of several tens of thousands of refugees. Our field teams have
settled them in agriculture; the results are very favorable and have
earned us the congratulations of visitors, particularly those of UN
experts.

also
I axuenclosing a booklet which will provide you with a few de-

tails regarding our work there, which is fortunately to be continued
thanks to assistance we have received from the UNDP.

The UNDP sent me to the area last year, along with Minister Dey,
as a consultant to take stock of the situation.

One of the aims of our association is to become one of the opera-
tional arms of the UNDP, where the top officials are being increas-
ingly won over to the theories of overall development.

Please accept, etc.

(sgd) H. Willot

Administrateur D616gue
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TEL PHONES 12.87.19 NO BRUXELLES, le 21 f avrier 1968 .
TELEFONEN 12.87.92 Nr BRUSSEL, de

OBJET
VOORWERP 1',onsieur George D. WO0DS

Prdsident du Groupe de
la Banque MCdiale,
1818 H Street

Annexe: N W. WASHINGTON.
Bijlage D.C. 20433

TRANSLATED U.SOAO

FEB 26 1968

Monsieur le Pr~sident,

Le journal frangais LE MONDE, a donne une

importante recension du discours que vous avez prononce a la
Confdrence de 1U.N.C.T.A.D h New-Delhi le 9 fdvrier.

Vous avez tenu la le langage net et courageux
d'un homme de bonne volonta, lucide et de grande exp6rience.
Vous n'avez fait, dit le journal, "aucune concession L la dama-

gogie". C1dtait probablement, avez-vous dit, la derni re fois

que vous preniez la parole L une conf6rence intergouvernemen-
tale en qualit6 de Pr6sident de la Banque Mondiale et ce fut
la donc une sorte de "testament spirituel".

Ce qui nous touche particulierement, c'est
la place prdponddrante que, a juste titre, vous accordez au
d6veloppement agricole des pays moins daveloppds. Il est bien
6vident que ces Etats doivent tendre tous leurs efforts pour

parvenir L une meilleure productivit6 dans le domaine agricole

et ainsi renoncer progressivement a de conteuses importations
de produits alimentaires.

Cette conception de base, vous l'aviez ddja
exposd e en ddtail au cours de votre discours du 13 novembre der-

nier, prononca h New-York a la tribune du Conseil Economique et
Social. Nous y souscrivons pleinement.

Ce sont des id6es que lt on ne saurait jamais

tron mettre en dvidcnce. Pour notre association qui s'occupe
depuis 31 ans du milieu rural outre-mer, ces concepts sont

evidemment familiers.
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A. 1. D. R. SUITE LETTRE No

Nous y appliquons les mdthodes du d6veloppement

global au ras du so_, au profit direct des populations concernaes
et avec leur concours.

J'ai l'honneur de vous remettre en annexe, une
brochure qui expose notre philosophie, nos objectifs et nos rea-
lisations jusqu'a avril 1967. Ce travail se localise jusqulici
rien que dans les territoires africains anciennement sous ju-
ridiction belge, mais nous sommes tout disposas a aller travail-
ler ailleurs agalement.

Notre Association sans but lucratif, n'oeuvre
qula laide de capitaux que nous alloue

le Gouvernement belge,
ou les gouvernements des Etats intaressas,
ou des institutions internationales telles que le FOE.D., le
B.I.T. ou le UON.H.CORO.

Ce dernier organisme nous a confi6 llinstallas
cion au Burundi deplusieurs dizaines de milliers de rdfugids.
Nos 6quipes sur place les ont install~s dans l'agriculture. Les
rasultats sont trLs favorables et nous valent les fdlicitations
des visiteurs, notamment des experts des Nations Unies.

Je joins 6galement une plaquette qui vous pro-
curera quelques details sur le travail rdalis6 la-bas et qui,
heureusement, va pouvoir se poursuivre grace a l'intervention
du U.N.D.PO

Cette institution mila envoye sur place, l'an
dernier, avec iM0 le Mlinistre DEY, en qualit6 de consultant pour
faire rapport sur la situation.

Notre association ambitionne de devenir lPun
des organismes oparationnels du PONOUOD. dont les hauts diri-
geants sont de plus en plus conquis par les thdories du dvelop-
pernent global.

Je vous prie, Monsieur le Prasident, de croire
L lIas2,urance de ma haute considaration.

L'Administrateur Daldgu6,

H. WILLOT0
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Form No. 27

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVE.OPMENT CORPORATION

OUTGOING WIRE

TO: INTBAFRAD DATE FEBRUARY 21 1968
NEW DELHI

CLSSor- LT
SERVICEz

COUNTRY: INDIA

TEXT:

Cable No. ML13 FBR KARASZ AND SARMA

IDA REPLENISHMENT EXPECTED TO BE CONSIDERED BY EXECUTIVE DIRECTORS
WISHES

DURING EARLY MARCH (STOP) WOODS ME TO BE IN

WASHINGTON THEN 1 BUT BELIEVES IMPORTANT FOR ME TO ATTEND UNCTAD

FOR SIGNIFICANT PERIOD OF TIME (STOP) WILL THEREFORE PLAN TO BE IN

DELHI FOR LAST PART OF CONFERENCE FROM ABOUT MARCH 13 OR 14 TO END OF

CONFERENCE PLEASE INFORM PREBISCH, EVERTS AND OTHERS INTERESTED (STOP)

HAVE FULLY INFORMED JALAN OF DISCUSSIONS TODAY WITH MR. WOODS ON

SUPPLEMENTARY FINANCE (STOP) HE EXPECTS TO BE IN DELHI MONDAY (STOP)

REGARDS

FRIEDMAN

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Irving S. Friedman

DEPT. O e e teie

SIGNATUtRE
( * DWIDAL AUTHORIZED To APPROVE)

ORIGINAL (File Copy)
(IMPORTANT. See Secretaries Guide for preparing form) Chocked for Dispafch-
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INERATONLDEVE.OPMENT INTERNATIONA BANK FOR INTERATIONA FINANCE
ASSOCIATION RONSTRUCTION ANDDEVELOPMENT CORPORAION

OUTGOING WIRE

TO: ARTHUR KARASZ DATEn FEBRUARY 21, 1968
ASHOKA
NEW DELIHI CLASS OF

SERICE LT

COUNTRY: INDIA

TEXT:

Cab. No.: 12

REURLET 16 DO NOT UNDERSTAND BRAZILIAN DEL EE R!FEME TO C11ANGE

IN LEDING POLICIES OF BANK RGARDING PROCUP0WT STOP FOR MANY YEARS

THE BANK HAS BEEN PREPARED IN SUITABLE CIRCUMSTANES TO FINANE

EXiPEDITURE ON GOODS AND EQUIPMElNT MANUFACTURED LOCALLY PROVIDED

PRICES WElRE REASONABLY IN LINE WITH WRLD PRICES STOP IN DOING 80 WE

ARE THUS RECOGNIZING THE INTEREST OF DEiVLOPDING COUNTRIES IN FOSTERING

LOCAL INDUSTRIES ON COMPETITIVE BASIS REARDS

DEMUTH

NOT TO BE TRANSMITTED

MESSAGE AUTHO y CLEARANCES AND COPY DISTRIBUTION:

NAME Richard 1th Cleared with and cot Mro Cope
cot Mr. Alteor

DEPT. Development Services

SIGNATURE
(SIGNATURE OF INDIVIDULAj9k~DT APPROVE)

SR~ope/F~onSOlO/=ed Fr Use by Archlve Dive

ORIGINAL (Fie Copy)
(IMPOaR"I- - - Gu-eaidue for preparing form) Chocked fer Dspefth



Form Noi 27
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

Tot ARTHUR KARASZ DATE: FEBRUARY 21, 1968
ASHOKA IZML
NEW DELHI CLASS OF

SERVICE: LT

COUNTRY: INIEA

TEXT:
Cable No.: U

IDA OFFICIALS MEETING ADJOURNED WITHOUT ISSUING COMMUNIQUE. ALL YOU CAN

APPROPRIATELY SAY TO COMMITTEE THREE IS THAT ACTIVE NEGOTIATIONS ARE

CONTINUING AND THAT WE HAVE EVERY REASON TO EXPECT THAT AGREEMENT WILL BE

REACHED AND TRANSMITTED BY EXECUTIVE DIRECTORS TO BOARD OF GOVERNORS

WITHIN NEXT MONTH PROVIDING FOR REPLENISHMENT ON BASIS OF SIXTY PERCENT

INCREASE AND COMPLETELY UNTIED FUNDS. MILLER WRITING. REGARDS

DEMUTH

NOT TO 1E TRANSMITTED

MESSAGE AUTHORIZED BY. CLEARANCES AND COPY DISTRIBUTION:

NAME Richard. Demuth Cleared with Mr. Knapp

DEPT. Development Services cc: Mr. Consolo
European Office

SIGNATURE_
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVI)

RHD:tf F r Use by Archives Divson

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) C..ck f Dippapii:
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Name Room No.

Mr. Wm. Clark

To Handle Note and File
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,rll Report _ RecommendationJ Information Signature
Initial Send On

Remarks

Please let me have an acknowledgment to

send to Mr. Rooth.

G.D. Woods

Fr-
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Lidinod, February 21, 1968 6iiC'O

Dear 1r. 7Toods,

Your speech at New Delhi which I got a couple of days ago was very interesting.
Tainsh and I are especially glad that - as far as I know - you for the first talked
about the necessity of reducin g waste which, as you say, nowhere is more serious
than in agriculture. I am not so optimistic that I believe that all waste will
disappear in all countries. It will take some time even to reduce the present
waste by 50 per cent. That would be my first goal.

It would probably haftbeen more striking if you had given not only the global
figure of one third of the crop as waste but also the fi:ure of the loss in, say,India, In the hot and humid Indian regions it is considerably higher than in other
parts of India. Fish, meat, fruits and ve etables are in some regions wasted at ahigher percentare than 50.

The effect of youir statement had probably also been greater if you had repeated italso at the end of your speech, thus yiving five instead of four points.

I am, as you know, always stressing that it is not only a question of increased
production but of how much food is available-for consumption. I have mentioned thisin discussion- with your staff and,in 1963 ehen I attended the Annual ?Teeting, alsowith yourself. hortly aftr that msetin, I saw Dr. Sen in New York, he was aware ofthat the figure given by FAO about no waste in India was not correct, although itwas based upon information from the Tndian Government. Unfortunately, Dr. Sen didnot take any initiative to propa-ate for reducing waste. Let us hope that hissuccessor Dr, boerma will accept your view.

Mrg rrshi, the Tepublic of India's first minister of foOd, and several others -nota-ly Tainsh - have trieu to drar attention to the great waste of food in Indiaana some othier countries,

In your speech at New Delhi you repeated the proposal for a "Grand Assize" Which
ou made in Stocffiolm. From my memo of J&uary 18, 1968, which I sent you with oneof my *ecember letters, you uill unael tnd that I do not believe in this proposal,7y reason, are g-iveni in that memo.

Ho-ever, I am in full agreegent with you that something must be done. 1Hy su-eestionis that, as soon as possi ble, your representatives in all the developinz countriesafter contacting all other development banks and the Governments of the countries(as well as people with long experience of tniat country), should try to find nutwhich projects should have the highest priorities for each ccuntry, Thereafter,IBPD ill have the difficult job to consider mthich projects for each country shouldhave a really high priority and later on to decide the order in which you think thatit is possible for you to do somethin& for the countries,

I do hope that your enaeavor to obtain money for IDA will soon meet with success.Personally, T would not have any aobjections if a country as a condition for itscontribution will insist that the money must only be used for purchases in the coAtributin,- country as the US is said to do. I think that it is better to Jive un agooa principle than rot being able to continue your lending. The time element is
as we all knoa, very important for the developing coutries,

,or would I have ny objections against a demand from r country to have its moneyused only for such Drojectz which the contributing country finds to be especiallinteresting and of great importance. The latest 'Jwedi2' contributions have followedthat line.

I do hope that countries giving new contributions will not insist upon special termsfor repayments as dweden unfortunately h aone at le:st in the Pakistani case.
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all
I do hope that su tiezxg'xxIzgxsaNcontributions to IDk will become gifts to the
o. ganization. I have a strong feeling that sooner or later you will have not only
to postpone repayments on IDA loans but also to jive up your claim partly or in
full.

You told us in Stockholm that IBD had great difficulty in obtaining enough new
loans for repayment of old loans, now due as well as money for continuing the
present work of IBRD)even if it has to b en on a reduced scale.

I was glad to find that you mentioned that up to now many bilateral programmes
of assistance have had as one of their primary objectives of helping the high
income countries themselves. Thiey-r have, as you said, often looked mainly toward
financing export sales, toward tactical support of diplomacy or toward holding
military positions thought to be otrategic.

Of course, I agree with your stateoents that the international organizations are
contributing more to the surplus of oratory than to the stock of new ideas and
useful activities. I do also agree with your remark about the mistake of continuing
the multiplication of new or-anizations.

In order to avoid exaggerated expectations in the developing countries it is of
oreat importance to stress, as you did, the necessity to stop their inproductive
public expenlitures. It might interest you to hear that, when Igin 1951,was in
Iraq for IBPD, one of the leading Iraqis gave me the following answer to my ques-
tion about which principles he :anted IB D to follow. His ansiver was: "The two con-
ditions for a project should be that the project is consnicuous and that it can be
started at once and finicnsh as soon as possible,"$ hope that, in spite of your
arguments for discontinuing Gene Placks practice of tellin g the developing countr-
ies to reduce their military expenditures if they want to jet new loans from the
Bank, IBBD will soon- accept Blick's line.

It _oes ,ithout saying that the military machine of most Countries is neeaed, not
to prevent invasions,but only to prevent the present ruler or rulinT group to be
turned doen by another group in the country.

Another aspect which so far has not been discussed often enough is the nationalist-
ic policies of many countries. They rust understand that, as [r. -yerere said when
he became President of Tanzania, "we need help from foreigr countries and foreigners
for many years." Last year he had, hiowever, io2rotten it when he suddrenly national-
ized a lot of foreign enterpiises. Kenya, Uganda and some other countries have also
introduced policies 2hich have led to the exodus of foreign subject and a set-back
in proauction# exports and imports. Among nationals that had to leave the country
xhazaxxz were not only British and American subjects hut also/Pakistanis, even those
born in the country. Kuch of the know-how necessary has thereby been derrived the
countries.

Then a foreign company has started a factory in a country, often at the suggestion
of or at least with the approval of the then ovexnment, the present -overnment
must permit a number of the leading foreigners to continue to work in the country.
To this group belong Indonesia, Ceylon, India and some Arab countries. The latest
results of this tendency is tne steady and increasing flow of Indians and Pakistanis
from Kenya etc. to reat Britain,

The developing countries should also be told that they must not borrow from IB7D
and IDK 'hen it is unlikely that the- will be able to service the loans. From this
point of view it is to be regretted that the I und lately approved of a new drawing
b Egypt. I have in my previoun letters given you iy reasons for my considering
gypt not eligible for new loans Instead of tryinr to obtain more planes, guns etc.

Egypt ought to have begun peace discussions with Israel. E. ypt is, unfortunately,
not the only country wxhicn does not try to keep its house in order economically.



The UNCThD conference had been the riAht place for telling also the industrial
countries that, as 'Gone Black always said, "T rade not Aid" is necessary. In the
discussion in Stocltolm, I save some examples of woat the UO, the E0 counLries,
the EF TA countries and the Comimunistic countries i<ght to do not only with reg-ard
to tronical proiucts and raw materials but also to some semilmanufactured and
certain finished products.

I an not too impressed by what France is doi oor its P ormer colonies, especially
as EEC on i rench insistance is iscriminatin_: all other developinrg countries unless
they, as 3igeria, hare made an agreement with ELCO

Nor ao I like the F'rench military help To:.rver, I think we must be lad that
France is helrinz its former sclonies and tlh-us rcmoves the recessity for TTD
and others to give them any loans. It is also to be regretted that France does
not give more multilateral aid. Not only all.French military,but also at least
a part of its economic aid to the colonies re given for political reasons.

This letter is also partly a reply to your interesting letter of December 29, for
which I thank you. I am glad to hear that you cooperate more now than before with
ThFI I hope that IBD, IfF, IDB and the UN! Organizations will in the coning years
cooperate even more closely with each other,

_,ay I use this occasion to thank you for what yo have done for TBP.) and to wish
you and MTrz. Toods the very best for the future.

Yours sin aerely,



Letter No* 8 February 21, 1968

Dear Arthurs

Behind the cable we sent you today is a gap - of $20,520,000
(or $6,8a40,00 per annum).

In the papers we sent out before the meeting there was, we
thought, a deficit of only 0.30%, made up of

U. S. reduction 1.89%

Belgian increase 0.59%
Swiss loan 1. 1-59

0.30%

However, this week we were faced by three more countriess

France from 8.31% to 8.10% 0.21%
Australia from 2.66% to 2.00% 0.66%
South Africa from 0.5l4% to nil 0.54%

1.41%

That makes a total shortfall of 1.71% and we have not been able to
solve it yet. During a 21/2 day meeting we got mot other matters
settled (including a difficult problem of Australia daeanding an
assurance of U.S. treatment if they demanded it for serious balance
of payments reasons) and papers will go to the board for consideration
on either March 7 or March 12.

The position of Soth Africa is obscure. All thay have dome so
far is to cable that they are still considering the matter but there
are indications that their treatment in Delhi and over the Olympias is
likely to make them give up.

Mr. Arthur Karaes
0/o Ashoka Hotel
New Dehi
India



By the time the papers go to the board we have got to find
the missing $20 million. We look like getting marginal increases
from Norway (from 0.8 to 1.0O), D.niark and Finland and we ae
hopeful that Sweden and Canada will provide the rest in the form
of ppemntar subscriptions. It we am successful I presume
we will make an announcement as soon as he Board makes its reon-
mandation to the Governers. ftat is about all there is to say.

I have been inmved in the 10th Flor Oonferenoe rom so I
have hardly seen or heard anything else. But on Tuesday the Board
formally approved McNamara t s eontraet, providing for him to take
over on April 1.

Yours ever

John D. Miller

cc: Mr. Wishart - Paris

JDM/mmcd



WeNy 31, A9,1

Wear Arthu

I he bees thiskbg aeut the deetreb1lty of gIVlaa the RMOUtVO
oirestore a V"port an whAt Ia happeias at WCTA.

AS you wil probably venober, in additto to yer .al report ta
July l944, two writtem repoita wore given to the asoutIve Direotoes durift
the coss of ucN , m ehesut hblf-ay througb the Goatfrewoe *nd aft
just beoft its close. 'nse. reports wOre prpsre4 jointly by the lak ead

?wa Dl1iatione to the cc*feremco, and were given stuultameausly to the
Rei* and Fwzd Roarde.

I believe It V.A4 be a good id to follow a silnar procedure this
tim. lbn VNw eras, and a letter to this eMfeet wtIl be goag cut to
Edger Joees. There will be emlseod with the tw tetter coptae of the
WICAD I reports, which might be useful W models. I would like to 4a At
a first report to the bswtive Direeters as early " possible in Mah.
It ay be that the points of tterest will be fow, but I think the DimteWS
will wish to be Informed, as matter hew little of substanse there to to report.

With "ind resardo,

Sineerel

Rio * th

14r. Arthur KerenS
ole Re idnt Re"eeeltetiw
zaM
P.O. ae 416
Rev lelhi, IndIa

gz;/ta

acI Mr. console



Form No. 27
(7-61)

INTERNATIONAL DEELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: INTBAFRAD DATE: February 20, 1968
NEW DELHI

CLASS OF
SERVICE: L.T.

COUNTRY: INDIA

TEXT:

Cable No.: .9 FOR KARASZ

JALAN WILL BE LEAVING FOR NEW DELHI THIS WEEK ARRIVING MONDAY TWENTYSIX STOP

HE WILL CARRY PAPERS ON SUPPLEMENTARY FINANCE STOP PLEASE ARRANGE HOTEL

BOOKING FOR HIM STOP EYE WILL BE INFORMING YOU LATER OF MY PLANS STOP HAVE

NOT RECEIVED REPLY TO MY CABLE OF FEBRUARY SIXTEEI TO YOU STOP REGARDS

FRIEDMAN

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Irving S. Friedman

DEPT. U 1 * to the President

SIGNATUR I/?

( S I 1r " E O -F I N D I I D U L A T H O I Z E D T o P P R V E )F o r U s e b y A r c h iv e s D iv is io n

ORIGINAL (Fie Copy)
(IMPORtTANT: See Seearie Guide for preparing form) Chocked for Dispatch:
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IDA IfFC

FORM NO. 92 CREPNE ERCODFORM
(10-61) DATED

FROM

Bank of Israel
Jerusalelf, Israel

SUBJECT

Address by Mr. D. Horowitz, orOr of the Ban

of Israel at MCUD Conference in New De I,

Feb. 1968.

Addressed ardDATE RECEIVED

REFERRED TO 96
Mr. Woods



form No. 27
(7-61)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: ARTHUR KARASZ DATE: FEBRUARY 20, 1968
ASHOKA HOTEL
NEW DELHI CLASS OF

SERVICE: LT

COUNTRY- INDIA

TEXT'
Cable No.: 10

REURCABS 10 AND 12 PRIMO ON ITEM FOUR SUGGEST YOU REITERATE BANK POLICY AS

STATED IN WOODS ECOSOC SPEECH AND STATEMENT TO AFRICAN CAUCUS BUT WITHOUT

SPECIFICALLY MENTIONING CAUCUS STATEMENT. SEONDO AGREE YOUR LINE ON

ITEM FIVE BUT SUGGEST THAT EMPHASIS BE ON FACT BANK IS NOW IN EFFECT AGENCY

ALMOST EXCLUSIVELY FOR DEVELOPING NATIONS RATHER THAN ON FACT LOAN POLICY

DECIDED BY BOARD. LATTER CIRCUMSTANCE DOES NOT SEEM PARTICULARLY RELEVANT.

TERTIO CONCERNING PROPOSAL FOR TOTAL PREPAYMENT CURRENT LOANS BY DEVELOPED

COUNTRIES, WE SHOULD TRY TO AVOID GETTING INVOLVED IN DISCUSSION SINCE,

WHILE BANK ALWAYS WELCOMES PREPAYMENT OF LOANS OR PURCHASE OF LOANS FROM ITS

PORTFOLIO, BANK HAS NO RIGHT TO INSIST ON THIS. ACCORDINGLY EXTENT TO WHICH

PROPOSAL IN ALGIERS CHARTER CAN BE IMPLEMENTED MUST DEPEND ON WILLINGNESS

AND ABILITY OF DEVELOPED COUNTRIES TO MAKE PREPAYMENT, RATHER THAN ON BANK

ACTION. PLEASE ALSO NOTE THAT PREPAYMENT TO BANK WOULD NOT DIRECTLY AUGMENT

IDA RESOURCES. QUARTO WILL WIRE AGAIN TOMORROW STATUS IDA REPLENISHMENT

AFTER CONCLUSION DEPUTIES' MEETING. REGARDS

DEMUTH
NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Dev cc: Mr. Consolo

DEPT. Richa .

SIGNATURE
(Sa RPF INDIVIDuAL AUTHORIZED TO APPROVE)

For Use by Archives Division

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checed 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 R 0 U T I N G
OF CABLE: FEBRUARY 20, 1968 1750

LOG NO.: W 18 / 20 ACTION CDPY: MR. DEMUTH

TO: INTBAFRAD INFOAATION
COPY:

FlOM: NEW DELHI DECODED BY:

TEXT: 12 FOR DEMUTH

FURTHER MY CABLE 10 PRESSURE INCREASES FOR ALGIERS CHARTER PIDPOSAL IN

CHAPTER C PARAGRAPH 1 (E) ACCORDII TO WHICH "TOTAL REPAYMENT OF CURRENT

IANS BY DEVELOFED COUNTRIES IN ADVANCE OF MATURITY SHDULD BE SECURED.

SUCH RELEASED FUNDS SIULD BE USED TO AUGMENT RESOURGES OF IBRD AND IDA

TO FINANCE DEVELOPMENT OF DEVEDPING (DUNTRIES" BELIEVE M FORTHR MING

STATEMENT SHOULD REFER ALSO TO THIS IDEA. PLEASE CABLE ATTITUME I SWULD

TAKE

KARASZ

IR

F FR IN MATIN REGARDING CABLES, PLEASE CALL ThEC_MUNICATIONS UNIT EXT. 2021 ------

ORIGINAL
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FoRM No. 26

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOC IAT ION RECONSTRUCTI ON AND DEVELOPMENT CORPORATI ON

INCOMING CABLE

DATE AND TIME R 0 U T I N G
OF CABLE: FEBRARY 20, 1968 1135

LOG NO.: WU 6 / 20 ACI COPY: MR.DETH

TO: INTBAFRAD INFORAATION

FROM: NEW DELI DECODED BY:

TEXT: 10 F'OR IEMUTH

FURTHER MY CABLE 9 ON IDA AND QUESTION CONTAINED MY LETTER 16 CONCERNING

BRAZILS ENQUIRY ON PROCUREMENT PROCEDURES. COMMITTEE THREE REQUESTS ME

STATE BANK POSITION ON ITEMS 12 A AND B OF ITS AGENDA. THIS MEANS SUBJECTS

AS FOLLOWS:

FIRST TRANSFER OF TEN MILLION DOLLARS BANK PROFITS TO IDA.

SECOND ROLE OF PRIVATE CAPITAL (MULTILATERAL INVESTMENT INSURANCE).

THIRD CONSORTIA AND CONSULTATIVE GRUPS; OUR PRESENT VIEWS.

FOURTH BANK POSITION TOWARDS PUBLIC INDUSTRIAL ENTERPRISES.

FIFTH AIDIERS CHARTER SUGGESTING IBRD BE BANK FOR DEVELOPING NATIONS

ONLY WAS MENTIONED BY NUMBER OF LDCS IN STATEMENT TO PLENARY

AND COMMITTEE THREE.

POSITIONS ON ABOVE MENTIONED ITEMS ONE TO THREE ARE CLEAR. ON ITEM FOUR

THAT IS PUBLIC ENTERPRISE PROPOSE MENTION BANKS CONGO POTASH PROJECT LOAN

AND STRESS MANAGEMENT EFFICIENCY CONSIDERATIONS IN WOODS EQOSOC SPEECH.

SHOULD WE ALSO MENTION WOODS STATEMENT TO AFRICAN CAUCUS ANNUAL MEETINGS

1966 AND 19672 ON ITEM FIVE WOULD YOU AGREE MY STATEMENT BE BASED ON

FOLLOWING(% BANKS CREDIT POLICY IS DECIDED BY BOARD. BANK LENDS TO CREDIT-

VORTHY COUNTRIES FOR PROJECTS IMPROVING ECONOMY OF BORROWER. PAST BANK

PROJECTS INCLUDED OPERATIONS OF BOTH RECONSTRUCTION AND DEVEIOPMENT BUT AT

PRESENT BANK LENDS ONLY TO DEVEIDPING NATIONS. THEREFORE RELATIVE ITEM

___- INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021 IR

ORIGINAL 
1r
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FORM No. 26
(5. eE

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

INCOMING CABLE

DATE AND TIME B 0 U T I N G
OF CABLE: FEBRUARY 20, 1968 1135

LOG NO.: W 6 / 20 ACTION OPY: MR. DEMUTH

TO: INTBAFRAD INFOMIATION
COPY:

FUM: NEW DELHI DEODED BY:

TEXT:

PAGE TW

ALGIERS CHARTER DE FACTO REALIZED. INTN EPAIZE THAT ONORMITY WITH BANKS

CHARTER DECISION ON OUR LAN POLICY IS TAKEN B BOARD ONLY. SHALL PROBABLY

BE CALLED UPON SPEAK THIS THOSDAY THEREORE GRATEFUL YOUR CABLIl SOONEST

REGARDS

KARASZ

IR

FOR INFO1RMATICN HEGARDING CABLES, PLEASE CALL TfHE (XD.9AUICATI(XNS UNIT EXT. 2021---------

OBI*~INAL
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Foftm No. 26
(6. 65)

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

INCOMING CABLE

DATE AND TIME BOU T I N G
OF CABLE: inA Y 93 19

LOG NO.: W 1 ACTION CDPY: a. Yt w

TO: yNn INFOWfATION
COPY: 20

FBOM m DEODDED BY:

TEXT:

u It

YO 8= 'Mm flyu smeasa 8a

-UM 2n M UR 5 Wi Mp P AIMS

-M= I 8. PSi iar= m I a R WA RNM. M 12

TM FR TO ID MRAM

ZARUZ

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

DUPLICATE



SS ax

i:::::::::---- .-- -- - - -2!:::::::-....:: - - - - -

xx :::-:-:: :::-::: . - - - -- : -

8 -- - -. ;::::: . .+ . . - - -- : - . -- -- --. 9x- -- - -- -

n- - --- -- -- -- - - --- --- - - T - - - -- - T - -- - - - - -- -



1



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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Ca.bI AdA- - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CAb Add--INDEVAS PARIS jj

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (164) - FRANCE

Telephone - 553-2510

c/o Asholr Hotel, New Delhi,
India

Letter Nog 25 February 20, 1968

Dear Dick:

Further to my letter (No. 20) if 2ebruary 15, I enclose
summaries, prepared by Sarma, of Committee Three meetings which
took place on February 15 and 16,

With best regards,

Sincerely yours,

Arthur Karasz

1r4 Richard Ha Demuth
Director, Development Services Department
International 3ank for

Reconstruction and. Development
Washington, DaC,
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UTAi) II i -,iMITTE III

February 15, 1968 (3.00 p.m.)

T. .ael of T -dia lommenced by outlinin that the

development of the couny i -he rm nr -esp 1si ilty U4
citizens of that country, buW tIe ,rocs would e Lacilit ted by
the tran-fer of resources from ri .r oun ries. e had lot
heard ay spokesman 3fa e'lope emtry say that the I 'e
cannot today erffetiv Vy ut 1 e irsr e: Geraa resources to Uh
extent o 17 a of , v :LoC d ountrie if tey were provided
now; nor that the developed countrie together are in no position
today to provide suc. an amount. Th" s vew was that the l
tarfe( 1htuld he related to P, to cial aid, and to an amount
net of amorti7atign and interest( is, of course, up to each
individual donor country gvern ont to d how much theV would
prov de to IT 's by way a deelopment assistance; however, it
would se u -eful to have some such tar, t in view. India also
believed thas t-e proportion of evelo;m nt capital flow4 thro uh
multilateral channels should increase, say, from 10% at present to
20% in the near uture, As weden had stated, the proposed
increase in IDA replenishment by 62A was a disappointment to the
developia, countries.

cr. Jo axe, spea in ior t e iaited tates, referred at
Some length to the viewpoiflts expressed in the 1.. Ixperts Group
report, regardin the qu stion of tne denominator whether it
ahould a propriately be national income or ,14?. P sentially, it
should be recognized that, whatever may be the tar ete, there was no
internattonal fiscal mechanism st war iow available nor th&Lt wa&
likely in the oreseeable Fture t ifi purpose of
finane ng international developm ni.

1r. Saxe outim bril he bale ce-o -payr nt measures
recently announced by t a ntsd tee government in the area of
oapitel transfers; b ar as develo ine countries were concerned
there was a ceiling of 110 of 15/66 level, which related to the
total flow of private capital froc the Jitted tates and did not
apply to each individual transaction. In respect of IDA replenish-
ment certain proposals under consid ration di not in any manner
a ek to modify fhe estalished criteria for international bidding
in the operations of TDA. The T .2.A. desired a speedy conclusion
of th negotiations ror TT)A replen hment.

The United :'tates atached particular importance to the
role of private investment; unfortunately, the available information
on various aspec ts was deficientl accordingly, it would be most
useful If studies were undertaken in depth on the rights and obliga-
tions ol investing and recipient countries, and/or the economic

(c ntinued .. 2)



a 2 a

consequences ol' direct private foreiga investment. iallyp theUnited States representative recalled certain facts about the total
of economic assistan<-e froL the United States since 1946 - a total
of b9Q billion, of w Vich two-'wirJs na been to the LI00s largelyin grants and loaus on concessinal terms. In future, the UnitedStates had every v-Lerio-i ofrmaiin even greater use of
internaational bodies thaai hitaer-o.

West Germany also emphszed t,. role o1 private ivestment
in the developrieit rocess, h lOpe, tat IDA replen snnent
would be speedily completed. Ab for auy suetion for a change inthe structure of the World Bank, this was for the .6ankea <xecutive
board and Governors.

Canada extendeo its sufport to the arand Assize proposal.
Canada would have a&reed even to a lar er IDA replenishment.

The Yemen representative referred to the 6ifficulties
experienced by some of the developing countries in formulating pro-grammes of development, especially a financing plan.

N. A. Sarma

cc3 Mr. Karasz (2)
Mr. de Fontenay



UNCTAD II I COMMITTEE III

February 16, 1968 (3.00 p.m.)

The Soviet representative repeated their familiar view that a
distinction should be made between socialist and capitalist countries
in considering the scale of development assistance oifort, in view of
historical and other Bactors; a part of the resources provided by
capitalist developed countries anould be regarded as compensation for
damage done by colonial powers to L&A's ov r the years. he also
referred to the fact that the socialist countries had no private in-
vestments in developing lands and, therefore, there were no problems
of repatriation of profits and nividends. As for the basic nature
of Soviet assistance to developing countries, thi. co ld not be
according to some notional and global aggregates but on the basis of
specific projects. He also advocated repayuieats by LDC's in kind,
i.e. with the production resulting from the inveltMzents.

The representative ol Ital felt that the proposals in the
Algiers Charter which were reitera-ed by the spokesmen of LDC's in the
Committee really amounted to a demand for the reformulation of aid
targets at higher levels. Italy had reservations about such aid
targets, though, they had been making steady efforts toward increasing
aid volume.

Tunisia complained that the multilateral insurance idea which
had beenlo-ng under consideration had not yet fructified.

France referred to the existence of a real crisis in regard
to the volume of development assistance; development assistance
should have a longer-trm basis and priority and should not depend on
the difficulties of the moment.

The quantitative target of 1, was serving a useful purpose;
slowly some countries were moving towards it. Even the new and some-
what higher targets now being proposed would not affect the French
position, as the French effort was already well above even these new
targets. Their own view, however, was that any aid target must be
fitrly simple in formulation,

Ghana wanted some concrete steps by donor countries, not just
a descriptive account of the plight of IDC's. Most spokesmen f donor
countries iemselves had admitted that aid flows were inadequate.

The proposal for a Grand Assise was welcome, but should not be
used as a device to delay action now.

co: Mr. Karasz (2) N.A. Sarma

Mr. de Fontenay
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Headqu -rterm
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cable Add~es - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable Addre.. - INDEVAS PARIS

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

Telephone - 553-2510

Letter 1No. 24 February 19, 1968

Dear Dick:

Committee I (Commodities) is discussing buffer stockso The
developing nations keep repeating the idea contained in the Algiers
Charter requesting the international institutions to finance buffer
stocks, if needed. No-one has given any indication on how such
financing should be undertaken.

I am wondering whether, one day, we shall be required to
answer these proposals. I would, therefore, be grateful for your advice
on what lines the statement should take.

The developed nations, with the exception of France, are of the
opinion that nothing should be done on this subject until the IBRD-IP1F
study has been completed and submitted to the two boards. Franca
goes further: as you will see from a detailed report by de Fontenay,
France feels UNCTAD should indicate that it considers the study of
great importance and should ask the Bank and Fund to officially
transmit the text after completion.

With best regards,

Sincerely yours,

Arthur KarasZ

Mr. Richard H. Demuth
Director, Development Services Department

International Bank for
Reconstruction and Development

Washington, D4C.
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FORM No. 89 INTERNATIONAL BANK FOR
(2 .66) REFCON STRUCTI ON AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

IDate
ROUTING SLIP lFeb. 19, 196.8

Name Room No.

To Handle Note and File
Aporopriate Disposition Note and Return

Approval Prepare Reply

Comment Per Our Conversation

,Full Report Recommendation

Information Signature
[Initial Send On

Remarks

Please handle on my behalf.

G.D. Woods

From



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

OFFICE OF THE PRESIDENT

(Typed from handwritten letter)

7172 La Presa Drive
Hollywood, California
February 16, 1968

Dear Mr. Woods:

Your recent speech in New Delhi was what

I have been trying to say ever since our policy of

wet-nursing the world began when F.D.R. sent Nelson

Rockefeller to South America as a "good neighbor."

I have a degree in Economics from the University of

Wisconsin (1921) and my business life for 40 years

was spent in banks and the stock market, so the

matter of earning money, conserving it, and putting

it to its highest and best use is a familiar subject,

altho I don't claim to be an expert.

I think our high level policy of foreign aid

and foreign loans completely negates our time proved

rules of self-help and free enterprise, and as a

corollary is a disservice to the recipients for the

reasons outlined in your speech. And of course the

end result is enmity instead of friendship,. when

the handouts stop. Seems to be the normal reaction

between donor and donee. It has happened in our

family and probably in yours. The waste of money in

our local poverty programs is unbelievable! We have

seen the poverty and misery of the people in Morocco.

Yet 2 or 3 years ago when we made a grant to the King,
he used the money to buy a fleet of Cadillacs,

special linens and other merchandise for himself and

family.

We hope you can get your ideas over to your

successor.

Cordially,

/s/ Samuel C. Wright
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Uffin 12-.6 bruary 16, 1968

Dear Arthure

Ihis is just a hurried note to thank you for your letters
and reports which are rgularly flowing in and make very interesting
reading.

I an handling the distribution of your letters and an the
osentral' post offlee for evental ermntte which should be relayed

to you. So far nothing.

As an Monday I shall be in NS Uork, I want this to leave
before the 'close of business' so that you will not feel completey
at a loss as to whether or not your cammications are arriving.

I will write to you in greater detail next week.

Roping that tv and you have time to njoy some extra-enforenoe
activities and with m regards to you both and your two colleagues.

Sincerely yours,

derivo consolo

Mr. Arthur Karasa
C/O IeSident iMpreestative
internatimal Dank for Reconstruation

and Development
P.o. sox 416
New Wehi, India

FC/mmcd

%ZAI.



FORM NP. 26
(6. 65)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCT10N AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME B 0 U TIN G
OF CABLE: FEBRUARY 16, 1968 1340

LOG NO.; WU 12/19 ACTION CDPY: DEMUT

TO: INTBAFRAD INFOFMATION
COPY:

FROM: NEW DELHI DECODDED BY:

TEXT:

9 FOR DEMUTH

WOULD BE GRATEFUL YOUR CABLE SOON AS POSSIBLE ABOUT NW

C NICATON T E REGARDS

KA.RASZ

MT
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i
Waahington, D.C., U, S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DIVELOPMENT
Cable Add-. - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
Cable Addreas - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16E) - FRANCE

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

Letter No. 23 February 16, 1968

Dear Dick:

I enclose a further summary prepared by Patrick de Fontenay

on main points in opening statements made by heads of delegations

at the plenary meeting.

4ith best wishes,

Sincerely yours,

Arthur Karasz

Mra Richard HE Demuth
Dire ctor, Dev elopment Servi ce s Dep ar tment
International Bank for

Reconstruction and Development
Washington, D.C,
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Memorandum to Files. Febryary 14, 1968.

From: Patrick de Fontenay.

Main points in opening statements made by heads of delegations at
plenary meeting of UNCTAD II, New Delhi

The list of speakers in the general debate in the plenary meeting
of UNCTAD II closed at 3.00 p.m. on February2, 1968, with h more
speakers inscribed. So far, all major donor countries with the exception
of Denmark and South AArica have spoken. The following are the main
points in the statements of the delegations which have already taken part
in the debate.

I. Donor countries

In addition to the donor countries whose statements were
reviewed in my memo of February 8, 1967, Australia, Belgium, Canada and
Norway have spoken to date.

With respect to development assistance, Australia said that her
aid expenditure had more than doubled over the past six years and was
expected to increase by a further UL% in 1968. Canada had agreed to
provide one-and-a-half tons of food grains under the International Grains
Arrangement. In order to support the long-term objectives of national
development plans, Canada had introduced a policy of forward commitments
up to five years in countries in which it had major aid programmes, It
also attached a high priority to the harmonization of the terms of aid
and itself offered terms which more than met DAC and UN targets. Norway
stated that it was prepared to try to reach agreement at the present
session on the machinery for supplementary financing and to support any
realistic effort to strengthen IDA.

With respect to preferences for exports of manufactures and semi-
manufactures from LDC's, a said that there was little point in
encouraging growth in the LDC's while imposing barriers against their
imports. Australia reported that it had introduced in 1966 a system of
selective tariff preferences for manufactured and semi-manufactured
products exported by LDC's. In 1967, the total of annual quotas under
the system had been increased by 50%, and from July 1, 1968, more products
would be added to the preference list* Aorway stated that it would put
speedily into effect t@riff reductions on goods of special interest to
IDC's.

The only notable point in the Belgian statement was the sharpest
criticism heard so far of the tone and content of the Algiers Charter.

(continued .. 2)
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II. Developing Countries

The developing countries which have participated so
far in the debate have generally elaborated on one point or another
of the Algiers Charter under its three main headings: Commodity
Problems and Policies; xpansion of 7xports of Manufactures and Semi-
Manufactures; and Development Financing. The following are a few
points worthy of reporting either because they are additional to the
Algiers Charter or because of their importance to the Bank*

(I) Multilateral development institutions

China and Morocco fav ured an increase in the flow
of development assistance preferably through international institutions
such as the 4orld 3ank or IDA. India wished to commend the orld dank
on the role wtiich it nad played in influencing and iuidinl international
action. It also sug,ested "should we not recommend tne minimum
percentage of capital flows to be channelled through these agencies?"
Tunisia thought that the already existing advisory groups of the IhRD
could be improved if the developed countries represented in them could
agree, after having thoroughly examined the development plan of the
country concerned, to make comitments which might, if necessary, be
modified in the lij:ht of the economic situation and export treads, The
spokesman for ECtA (Mr. Quintar-) said that he approved the proposals
to transform IBRD into a Bank for developing countries.

(ii) Supplementray finance

rhe following countries ehpressed their support of
the supplementary financing scheme: China, India, Nigeria, Philippines,
Thailand, Tunisia, ganda, Uruguay, 1exico and Yugoslavia. In addition,
support was also expressed by the spokesmen for CIAP and ECLA,

(iii) Aid-tying

Iran, Pakist an and Yugoslavia proposed that the LDC's
should be allowed to pay for their tied imports by tied exports. India
suggested to relate repayment of tied loans to the increment in exports
of the debtor country to the creditor country.

(iv) 3uffer stock financing

Although most of the signatories of the Dakar
Resolution have not yet spoken, Mauritania and Thailand supported $ Ie
proposal for the prefinancing of buffer stocks by international
financial institutions.

(continued .. 3)
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(v) New aid funds

Yugoslavia proposed the creation of a diversifica-
tion fund from "existing bank resoUrces" (in Committee Three, the
!'ugoslav representative explained that he meant World Bank resources).
Israel and Mexico supported the creation of a multilateral interest
equalization fund. India proposed the setting up of a fund the
resources of which would be used to improve the marketing of natural
products, like rubber, raise the technical efficiency of production,
improve quality and provide for diversification of end uses.

(vi) Private Investment

Ghana, Indonesia, Philippines and Tunisia streased
the importance of encouraging private investment in the IDC's, Ghana,
however, felt that such encouragement should be provided by the
government of the entrepreneur.

III. Socialist countries

The Socialist countries generally spoke in favour of
the elimination of restrictions on East-West trade and the admission of
countries such as East Germany, North Korea, North Vietnam and Mainland
China to UNCTAD. The USSR pledged to continue its policy of commodity
imports and to purchase manufactures and semi-manufactures in repayment
of credits extended to the IDC's. It was willing ', conclude commodity
stabilization agreements and to explore other forms of cooperation
provided that the LDC's were ready to grant Socialist countries conditions
no less favourable than those granted to other countries.

IV. International institutions

(i) The Secretar -General of the United Nations
U Thant, said that the lack of progress since UAMTAD I was particularly
difficult to accept in the light of the success which had attended the
negotiations connected with the Kennedy Round and the international
monetary reform. The reason for this failure was that the developed
world continued to regard its economic relationships with the LDCas as
a one-sided affair in which concessions are granted and not received,
although, as he showed, it could bessid that both in the fields of trade
and aid the developed countries benefited from their cooperation.

(ii) The United Nations Under-Secretary for Economic
Affairs, Mr. Phillippe de Seynes, spoke about the sharing ;f to hnology
and the role of multi-national enterprises.

(iii) The Director-General of FAO discussed mainly
the World Food Problem. In his view, the basic solution lay in
accelerating food and agriculture production in the LDC's. To this end
the developing countries needed more help from the economically advanced

(continued ., 4)
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countries both in the form of economic aid, including aid in the form
of agricultural production requisites, and in the form of wider trading
opportunities. While efforts should, therefore, be continued to
prepare and negotiate more commodity agreements, alternatives should
also be explored. "This Conference itself will examine in depth some
proposals made for general schemes to offset unforeseen shortfalls in
export earnings, Consideration should also be given to the possibility
of applying financial arrangements to individual commodities. FAQ
has examined the various advantages acd drawtkacks of what might be
called a system of international deficiency payments, financed through
import levies or export taxes, and the study Group on Oilseeds, Oils
and Fate is now considering a proposal of this kind for vegetable oils
and oilseed. The great advantage of such an approach lies in its
applicability to commodities for which traditional commodity arrangements
are not suited." In the interim period, food aid continues to be
required.

(iv) hr. Coomaraswamy, of UNDP, described the work of
that organisation and concluded thus : "A recent study by the Adminis--
trator has shown that the anticipated needs of the developing countries
for assistance 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 the level of $350 million by
1970. Unfortunately, even that rate of growth is not yet in sight; the
pledges to our Programme for 1968, totalling some $180 million, are only
slightly more than one half of the target figure for 1970."

(v) OCD. The statement by Mr. Kristensen,
Secretary-.eneral, was circulated, The statement stresses the achievements
of OiD and DAC, the agreement on a system of preferences, the "substantial
increase in tae flow of aid last year", the increase in the flow of private
investment in recent years, and discusses more at length the World food
problem.

(vi) EEC., Xr* hartino offered to the LDC's the
example of the EEC as to what economic integration could achieve and
stated that the EEC stood ready to share with the LDC's the benefits of
their experience*

(vii) IDB * Mr. Herrera emphasised regional cooperation
which, he said had been sought as a solution to the constant deterioration
of the external sector of the Latin American econouy, He also mentioned
that some of the obstacles with which organisations like IDB had to
contend in the financial markets of certain industrialised countries
should be removed, and that "the difficulty of promoting development at
interest rates of 7% and 8% and even higher gave new force to proposals
such as that made by Mr. Horowits, Governor of the Bank of Israel**

cc: Mr. Karass (2)
cc Mr. N. A. Sarma





Headquartersa
Waslington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
CaM AdA - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION
CAbI. Ad - INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IE NA, PARIS (16s) - FRANCE

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,
India

Letter No.22 February 16, 1968

Dear Dick:

The leaders of the Conference are more and more interested
in the form the conclusions of the Conference should take. I
understand that there are three schools of thought on this subject:

(a) A set of recommendations as in UNCTAD I, in 1964;

(b) An agreed statement;

(c) A document including both (a) and (b).

The latter might be the most likely solution. I am told that
Stanovnik is already working on a text for such a "Delhi Declaration".
It would contain deadlines for the settlement of certain matters
like the Agreement on Preferences, on Supplementary Finance, etc.

The Conference is expected to end on Monday, March 25. I have
heard unconfirmed rumours that if things do not go well the end
of the Conference might be postponed by 10 or 15 days. I repeat
this is entirely unconfirmed gossipv, . ~c

With best regards,

Yours sincerely,,

Arthur Karasz

Mr. Richard H. Demuth
Director, Development Services Department
International Bank for
Reconstruction and Development

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMEN T
Cabhl Addrs - INTBAPRAD PARIS

NTERNATIONAL DEVELOPMENT ASSOCIATION
Cabl. Addr-~ - INDEVAS PARIS

JUN 24 20EUROPEAN OFFICE:JUN 242024 4, AVENUE D'IENA, PARIS (165) - FRANCE

Telephone - 553-2510 t

c/o Ashoka Hotel, New Delhi,
India

DECLAS*
Letter No.21 February 16, 1968

JUN 2 4 2024

Dear Dick: .WBG ARCHIVES

The delegations of the developed nations do not seem to
be clear on their own intentions and/or the instructions they
should receive from their governments. Examples of this are the

delegations of Germany and Italy.

On my question to the Germans of what they thought about
the declaration made by Schiller at the plenary meeting, they
answered that the statement was prepared entirely by the Minister
himself without discussing it with his own delegation. In short,
they gave me the feeling that the statement was more the personal
opinion of the Minister and much less an official position taken
by the German Government.

The same seems to be the case on Italy. You may remember
that Under-Secretary Zagari mentioned IDA as a possible institution
for the agency of SFM. I brought it up the other day with Fracassi
who is now taking care of the Italian delegation. He said that
Zagari included this remark in his statement "just to be nice",
but has never cleared it with the Government in Rome.

In short, the Ministers want to be "nice" and thereafter
leave the job and the problems to their civil servants who have
to stay at the Conference and look for solutions.

With kind regards,

Sincerely yours,

Arthur Karasz

Mr. Richard H. Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C.
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