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FormM No. 26
(6-65)

INTERNATIONAL DEVELOPMENT

ASSOCIATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE
CORPORATION

INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE: MARCH 8, 1968 1215
LOG NO. : WU 12/11 ACTION QOPY: MR. FRIEIMAN
TO: INTBAFRAD INFORMATION
COPY:
FROM: NEW DELHI DECODED BY:
TEXT:
'
42 FOR FRIEDMAN

ARRANGING DINNER MRS. FRIEDMAN YOURSELF MARCH 19

GIIMARTIN

MR, FRIEIMAN TELEPHONED DURING WEEKEND

MT

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

DUPLICATE
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ForM No. 26

(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE:  MARCH 8, 1968 1200
LOGNO.: W¥13/11 ACTION (OPY: MR, FRIEDMAN
TO: INTBAFRAD INFOHVIAT%%I\SI( MR, DEMUTH’
€ $
FROM:  NEW DELHI DECODED BY: TRAVEL OFFICE
TEXT:

18 FRIEIMAN COPIES DEMUTH HAVENSTEIN
REURCAB 18 HAVE RESERVED SUITE ASHOKA FOR TWO MARCH 1§ 70 23.
INFORMED GILMARTIN, CAR WITH DRIVER WILL EXPECT YOU AIRPORT
REGARDS

KARASZ

MR, FRIIMAN TELEPHONED DURING WEEKEND

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

DUPLICATE






Form No. 59
(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: SENIOR STAFF MEETING SSM/M/68-10
DATED: March 8, 1968

TO:

FROM:

FILED UNDER: SENIOR STAFF MEETING

SUMMARY:

UNCTAD IT

Be 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 "77" was drafting a resolution
which would echo the "Algiers Charter", including proposals relating specif-
ically to the Bank and IDA, b






H cadquartets &

Washington, D.C., U. S. A. /M
v

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hately New Delhi, India

Letter No, 67 March 8, 1968

Dear Dicks

sen fZnclesed, 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 ID/II/Co3/L.11, and
TD/II/Co3/Ls10)a

With best wishes,

Sincerely ynurs,

Tl

Aprthur Karasz

Mro Richard He Demuth
Director; Development Services Department
International Bank for

Reconstruction and Development
Washington, DaC,
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Headguarters:

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

L2

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 563-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 66 March 8, 1968

Dear Dicks:

Enclosed please find repert by Sarma and Jalan on the lsa st day
of the discussion in Committee Three of the Report by the Inter-
governmental Group concerning Sypplementary Fin.ance,

W1th best wishes,

Sincerely yours,

L D.TE.

Arthur Karassz

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

Reconstruc tion and Dgvelopment
Washington, D,Ce




UNCTAD II : COMMITTEE III
March 6, 1968 (9.30 a.m.)

Canada, Frence, Syria, New Zealand, Netherlands,
Switzerland and Japan made general statements on Supple~
mentary Finance. Syria, Netheriands and Switzeriand
gave support to a scheme for Suppiementary Finance .
essentiaily aiong 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 complmentary 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 that its support for the Resoluiion A.IV.18 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)



Syria expressed complete accord with the majority
giew of the 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
Statf 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
importence of the problem of unexpecteﬁ 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.

Japan expressed serious reservations against the

Bank Staff Scheme, especially with regard to the feas-
ibility of export projections and also policy understandings.

(continued .. 3)



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 subjeets.

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

NoA Sy

N. A. Sarma

B. N. Jalan M

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






Hsadquarters: (gﬁ »
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

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

Letter Nos 65 March 8, 1968

Dear Dick:

Attached to my letter Nosbli, I sent you a new draft resolution
of the "77" on the "proposed transformation of the Warld 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 teoo 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 »f events and just
cannot find the time for private letters. He says he never worked so
hard while in the Bankes.. He is as nice as ever and ready to give
information. He is a little apologetic about the text but says that
_L' N pressure was great and it was just|iWwembemt to eliminate everything
S that might have been embarrassing for the Bank,

Thus Enrigue 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

Mre Richard He Demuth
Director; Development Services Department
International Bank for

Heconstruction and Development
Washington, D,Ce






ForM No. 75 INTERNATIONAL BANK FOR

( 2.60 ) RECONSTRUCTION AND DEVELOPMENT
{NTERNATIONAL FI1 NANCE INTERNATIONAL DEVELOPMENT
CORPORATION ASSOCIATION
Date
ROUTING SLIP March 13, 1968
/l NAME ROOM NO.

Mr. Wo/o(m

g /
J p’)/f/)
[

i
i

To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
Commen t Per OQur 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.

From

Richalfd H. Demuth




Headquaxters:
Washi:ngton, D.C., U. S.A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

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

Letter Noo, 64 March 8, 1968

Dear Dicks

Supplementary finance is just one »f the many unsolved problems
of the Conferences In reality there is no agreement yet »nn any subjecta
I am told that yesterday a Kiigmessaiing nember »f the UNCTAD Secretariat,
Mry, Robert Miller, made a report to a selected group »f representatives
of the UN agencies on the present state of the Conference. He mentioned
among others that in the group of "77" there are twn 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 delegationy; who I am told is not in
great friendship with Prebisch.

I am convineed 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 Prebischs

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 latery

(ii) Commodities: The Conference is nnt likely to achieve anything
specifics

(iii) Targets: In my letter Neoe 48, I reported about the new
definition of the target by the "77v, The countersproposal prepared
by the develnped countries points out that they agree with the one per=cent
rule (based on national income figures) and will try tereach it befere
the end of the decade. Maybe the Conference can agree on a fomula of
this kind.

Mres Richard H, Demuth
Director; Develeopment Services Department
International Bank for
Reconstruction and Development
Washington, D,Ce vonl wes
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(iv) Volume: Developed countries are working on a counter=propoesal.
It might contain, among others, reference to further IDA replenishment
at a figure higher than $400 million yearly, If that is correct, UNCTAD
would merit our special grand cross of the III, (For those who do not
knows IBRD, IDA, IFC),

(v) Transfrrmation of the IBRD: This has started to become a most
important matter, the group of "77" has accepted the Latin-American draft
in about the same form as reported in my letter Nno LB (pages 3 and hile
I enclose copy »f the mmst text, which will be submitted to the contact group,.

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

(a) A general introduction which requests the Beard 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 debtssa

(e) Paragraph (viii) on the World Benk guaranteeing funds
raised on the money market by developing chuntriesa,

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

Finallys:

(vi) Supplementary financing: The "77" have mt vet taken a definitive
attitude on how to react tn the statements by the big donors. I am tnld
that Ceylon and India are playing with the idea of having the agency voted
at majority even if most of the doners would refuse to give the funds
neededs This would mean, of course, the creation of a UN capital develop~
ment funde This is just a piece of news without official confirmations

With best regards,

Sincerely yours,

Q \’kL\\. ’

Arthur Karasz



CO-ORDINATING GROUP OF THE 77, THIRD COMMITTEE

AXTENSION OF THE OPERATIONS OF TH&Z WORLD BANK

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

the World Bank should request at the next meeting of the Board of Governors

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

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 considerationss:

(1)

(i1)

(1id)

(iv)

(v)

(vi)

That the World Bank should consider the possibility of financing
plans and programmes instead of financing only projects, as has been
its traditional policy;

That the World Bank should consider the imperative need that loan

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

developing countries? ability to pay;

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

That the World Bank should increase its aid to countries which
still have no direct access t» international capital markets;
That the World Bank should modify its loan policy with a view to
giving effective financial assistance to projects nf State and
mixed enterprises engaged in industrial activity, especially
those which are working in strategic areas of development;

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; aoe/ooa



- 2 -

(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 shnuld apply the legal provisions of its Articles
of Agreement empowering it to give guarantees for the following types
of operations: first, the obtaining »f funds by the developing
countries in capitaleexporting 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 operatinns »f the International Finance Corperation should be
expanded in the mnst effective possible way;

(xiii) Thet the Bank should vigorously pursue negotiations with the
developed countrbes 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.

77/11/CC/LA/Ce3/1
ND 68w1360






Headquarters §

Washington, D.C., TJ. S. A. [ ‘/ﬂ‘,_»/

s00

e

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hntel, New Delhi, India

Letter Noo 63 March 8, 1968

Dear Dicks

In the meantimey you will have received the reports prepared by
Sarma and Jalan; on the discussions concerning supplementary finance,
as well as my cable Nog, 17o 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 Rustraliands as it may be helpful for you to read what they had to
say on this subject. ;

The third sentence in my Cable Nne 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 doesy; going round the problem rather than making a direct appreach.

He seems to be for a scheme but, maybe, not necessarily the scheme, To

quote him from my notes: Wthere is scope for a good deal of modification

of the Bank schemes Wa 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) recognize 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,

Syitzerland made a very interesting statements The Swiss are fawurable
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

Mre Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development

Washington,, DoCe oo u/ao«)
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Intergovernmental Group contains the "elements" of a balanced solutione
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 govermments 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-Fund study means, in any case, an added responsibility
for the Bank and Fund; it might easily become a boomerang. In any case,
it woulld be quite embarrassing for us if after all this publicity the Study
contained only negative resultse.

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 alse 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
Conferenceo. Hqowever, it will perhaps be preferable that I discuss these
problems in a separate lettera

With best wishes,

Sincerely yours,
5 Y TR

Arthur Karasz
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT /[

Cable Address - INTBAFRAD PARIS /

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

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

Letter Nog 62

March 8, 1968

Dear Gunther: ,/”J
\//
Thank ynou for your letter Nos 11 concerning the Brazilian complaint
about new Bank policy on procuremente

I got into touch with the Brazilian expert who is a member of the
Brazilian delegation to UNCTAD, His name is Eduards 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 Washingtone Youw said
in your letter No, 11 to me that I may not wish to use your information
when talking to the Brazilianse I followed ynur advice and explained
to de Carvalho the content of Cable Noe 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 agone.

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 mrthing I could do in this matter except to su ggest
that I write you giving details of our conversation for your information,
¥e parted in the best of friendship, Carvalho thinks that his Minister
will visit Washington to represent Brazil at the Beard Meeting of IDB
and maybe bring this matter up with the World Bank, He will also visit
dzsnhington 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 metter, please write
me before that dates

With best regards,
Sincerely ymurs,

b e e

Arthur Karasz

Mry Gunter K. Wiese
Western Hemisphere Department
International Bank for

Reconstruction and Develrpment
Washingtony; DaCe
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Form No. 27
(7-61)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: INTBAFRAD DATE: MARCH 7 1968
NEW DELHI
CLASS OF FULL RATE
SERVICE:
COUNTRY: INDIA fz'
TEXT:
Cable No.: 2EE 18 TFOR KARASZ
EXPECT ARRIVE NEW DELHI FRIDAY FIFTEENTH BOAC T80 AT 0kL20
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
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME Irving S. Friedman

DEPT. % Office of/ the President
/ / s
SIGNATURE __£— - //(

SIGNAT, oF /INDIVIDUAL AUTHORIZED TO APPROVE)

For Use by Archives Division

ORIGINAL (File Copy) g,

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27

(7-61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: I.G. PATEL - DATE: MARCH 7 1968
MINISTRY OF FINANCE
NEW DELHI CLASS OF FULL RATE
SERVICE:
72 A7
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
Irving S. Friedman
DEPT. Off}ge the President
SIGNATURE / e UL LTSS
(SIGNATPRE OF INDIVIDUAL AUTHORIZED TO APPROVE)
f For Use by Archives Division s
//
ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27

(7-61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORA'I"ION
OUTGOING WIRE
TO: RAUL PREBISCH DATE:  MARCH 7 1968
UNCTAD
NEW DELHI CLASS OF  FULL RATE
SERVICE:
& QU
COUNTRY: INDIA
ITEXT= 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:
Irving S. Friedman

NAME

/ ffice of the President
DEPT. " —
SIGNATURE e s :

B
( s?{NATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)
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Headquarters:

Welitsgion, D, T, 8 X ( é?ﬁ”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

¢/o Ashoka Hotel, NewDelhi, India

Letter No, 60 March 7, 1968

Dear Dick:

On March L and 5, Committee Three continued the discussion
of the report to UNCTAD of the Inter-governmental Group on
P Supplementary Finance. I enclose the reports to files on these
two meetings prepared by Sarma and Jalane

I have dealt with the intervention »f Cuba in a separate letter.
So far as some other important interventions are concernedy I will
try to write you a separate letter as soon as possible,

With kind regards,

Sincerely yours,

O s

Arthur Karasz

Mre Rijchard He Demuth
Director, Develnpment Services Department
International Bank for

Reconstruction and Development
Washington; DeCe
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Letter Ho, 16 March 7, 1968

Dear Arthur:

So that you will know that your letters have been arriving,
I acknowledge receipt, as of the end of the day on Mareh 6, of
letters numbered through 43. We have been charmelling them to
interested persons in the building, and always to Friedman and
Kamarck,

T noted your report, in letter No. ik, that a member of the
Yugoslav delegation suggested in Committee Three the possibility
of the Dank's adding a "third" lower interest rate for loans to
the developing countries with the lowest per capita ineomes., It
sounds as though he were not aware that the "market eligible®
rate structure has been abandoned, so that there is now only one
Bank rate, and that the problem of countries with some, but not
enough, creditworthiness for Bank loans is handled by providing
them with a blend of Bank and IDA financing, the poorer receiving
a larger compoment of credits than of losns. If you think it

worth while, you might quietly enlighten the gentleman.
With kind regards,

Me, Arthur Karass

¢/o Resident Representative
IBRD

P.0. Box 06

New Delhi, India

&G’Boskey ttsb

cc: Mr. Consolo
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

Letter Nn, 61 March 6, 1968

Dear Dicks:

I would like to thank you for your Cable Nos 16 which,
among others, clarified the relationship between SF and
schemes on commodity stabilization. Your cable was very helpful
in today's discussion in Committee Threes

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

le Export shortfalls and other causes of disruptione

2s The relationship between supplementary finance and
commodity stabilization studiese

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 mattery I thought it was right
that he made thestatement to the Committee.

With best regards,

Sincerely yours,

kb,

Arthur Karasz

Mr, Richard He Demuth
Directory Develnpment Services Department
International Bank for

Reconstruction and Development
Washington, 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 Disruption:

1. The Btatistical and Conceptual difficulties in such Study
Were explained im the inter-govermmental group.

2. The attempt to make a quantitative 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 SFM, the relevant
concept of shortfalls is the one wiich related actuals to expecta-
tions, With respect to export shortfalls, we had an available
body of experience in the Bank which we could use to give some
statistical measure to this concept. There are no comparable
date pertaining to expectations 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 problem. 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 case of private capital flows.

4, It is also useful to consider the relevance of an assessment
of the various causes of disruption for policy action. Even if
shortfalls in official and private flows were as important in
magnitude and disruptive effect as shortfails in export earnings,
it is difficult to imagine what international action can be taken
to 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 mind
is that their own export earnings constitute the bulk of the
foreign exchange receipts of LDC's - some 88 percent. Given the
close relationship which exists between investment decisions and
foreign exchange abailabilities, it is obvious that shortfalls in
these earnings can have an importantly disruptive effeet on the

development process.
hJ. A- S%TWAAQ
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(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
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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.
Hywever, 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 accurate expectations of
their export prices and, hence, in part of their earnings, on
the basis of which to formulate their development programs,
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 te export volume. Insofar as commodity
agreements on individual commodities seem to take a consider-
able time to negotiate and conclude, this effect would be
correspondingly pestponed. 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 export earnings in so
far as they are due to volume changes. Also, even if a
large number of commodity agreements are sueccessfully concluded,
they are unlikely to cover the total earnings of a count

from all its exportable commodities (including invisibles) so
that there would still be need for the approach through —
supplementary financial measures. '

3. Just as, more generally, trade promotion and development

aid are not mutually inconsistent, commodity agreements and
supplementary finance complement each other and are both needed.

N-A. g

—



March 6, 1968

Dear Dr. Fagley: gt

Mr. Woods is not in the Bank this moming, but
he hag asked me to thank you for your letter and your
generous comments about his address at the UNCTAD
session in New Delhi. It was also very kind of you
to send your extremely interesting article on
"Christians and an Over-all Strategy of Development.”

I personally read this with extra atiention,
since I am going to attend the Beirut meeting. I am
looking forward, too, to the paper which you are help-
ing to prepare particularly for that occasion.

‘

Sincerely yours,

Harold Graves
Asgociate Director
Development 3ervices Department

Dr. Richard M, Fagley

Commlssion of the Churches on
International Affairs

World Council of Churches

297 Park Avenue South

New York, N. Y. 10010

ces Mr. Steckhan

HG:tf
S~ )
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COMMITTEE THREE COMPLETED DISCUSSION SFM. MOST LDCS AND SOME DEVELOPED
LIKE SCANDINAVIANS FULLY SUPPORT BANK SCHEME. OTHER LIKE NETHERLANDS
SWITZERLAND UNITED KINGDOM EXTENDED VARYING SUPPORT. HOWEVER IMPORTANT
DEVELOPED LIKE FRANCE GERMANY JAPAN USA EXPRESSED SERIOUS RESERVATIONS
MOSTLY ABOUT ONE OR OTHER OR BOTH ASPECTS
AAA  EXPORT PROJECTIONS
BBB POLICY PACKAGE,
ACCORDING THEIR DECLARATIONS TO COMMITTEE THEY WILL HAVE DIFFICULTY
AGREE ANY CONCERTED TEXT CREATION OF NEW SCHEME ALONG LINES BANK STAFF
STUDY. UNLESS UNFORESEEN EVENTS ABOVE MENTIONED DEVELOPED NATIONS WILL
PREFER EXTENSION ON A BROADER BASE OF INTERGOVERNMENTAL GROUP TO DISCUSS
EI\_IM_ 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
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Heaclquartm‘s:
Washington, D.C., U. S. A.

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

'WoRrLD BANK]
pitis ]

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

Telephone - 6583-2510

Letter No, 59 March 6, 1968

Dear Dick:

avs I enclose the second progress report on the work of Committee
Two (Manufactures) 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. o
have asked de Fontenay to prepare a paper explaining in detail the
unsettled subjectsa I hope t» be able tn send it.to you tomorrow.

With best regards,
Sincerely yours,

0 ‘»’\\.\»‘

Arthur Karasz

Mrs Richard He Demuth
Director; Develnpment Services Department
Internatinnal Bank for

Reconstruction and Develnpment
Washingtony D.C.
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Form No. 57

TO ¢
FROM :

SUBJECT :

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

FILES DATE: March 4, 1968
Patrick de FantenayQ(‘

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

CHO° 00 0002 02000000 P00 °0eUsQ o800 0B00G00O0S 6 8

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

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,

1o Duration of the preferential schemes

The OECD report states that the new preferentizl scheme is to be
temporary and degressive, The developing countries supperted 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 wes 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
preferencess The LDC's pointed out that the special measures propoesed
in the Charter of Algiers to assist the least advanced countries would
have to form part of the general system of preferences and, in particuler,
that the scheme adopted would have to last sufficiently long to enable
those countries to establish export industries. They emphasized the
need to include processed and semiw=processed agricultural products in the
system since the least advanced countries would otherwise derive no
immedia te advantage from the schemes 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 countriese They also propesed supplementary
measures under which the developed countries would provide technical
assistance to the least advanced countries and that the internati-nal
financial institutions should provide additional financial resources for
their public and private sectors on more flexible terms.,

oon/ooo



The developed countries observed that the fact that there was no
special seection on the least advanced countries in the OECD Report did
nnot mean that no special benefits were to be accorded tn 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 cruntries 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 countriess

3e Existing and reverse preferential arrangementss:

The majority of Committee members agreed that the general preference
system should ensure at least equivalent advantages for the develeping
countries which enjoyed preferences in certain developed countries. The
Charter of Algiers explicitly called for adequate dompensation to those
countries whase preferences would be absorbed into the general scheme,

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 1sss caused by the abolition of
the existing preferences could be examinedsy

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 wa§ oI secondary importance
and should 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 the
Nordic countries, the socialist countries and some other developed
countries, favoured the abolition of the reverse preferences, Interestingly
enough, the representatiye of the Netherlands indicated that although his
country enjoyed reverse preferences under the Yaounde Convention which
expired in a year's time, it would use its influence in the EEC t» ensure
that the principle of the abolitien of reverse preferences would be adopteds

w0 / oo



The UsSs delegate said that the Latin American countries had repeatedly
urged the United States to redress their situation as the »nly 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
arrangementse The UesSe. believed that the former was the more desirable
course of actione

It was announeed on March 1, that the Contact Group of the Second
Comnittee 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
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address —INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

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

Telephone - 553-2510

Letter No, 58 Mareh 6, 1968

Dear Dicks:

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

S0 &

As reported in my letter Noe. L5, 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 (ID/IL/Ce3/Le9)s

ato

With best regards,

S4ncerely yours,
i Vs

Apthur Karasz

Mrys Richard He¢ Demuth
Director, Development Services Department
Internatinonal Bank fer

Reconstruction and Dgvelopment
Washington, DsC.
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Headquarters:

“Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT j

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

Letter Nog 57 March 6, 1968

Dear Dicks:

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

I tried to explain to several key representatives of India,
Pakistan and Latin America, the structure of the Bank and how impertant
it was for us to be able to raise funds on the market, In shorte 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 wey
if we frightened the potential investers.

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

With best regards,
Sincerely yours,
\/A \ %k\ w5
Arthur Karasz
Mr, Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, D.C,
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Heaclquarteu:
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address — INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

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

Telephone - §53-2510

¢/ Ashoka Hotel, New Delhi, India

Letter Nos 564 March 6, 1968

Dear Fred:
Please refer t» your letter Noa 13, 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 Nog L2 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 & reduced number of members. The idea is that, in
this way, the very opposing views of the groups can be more easily
discusseds Unfortunately, the contact groups are also tno large so
soon there will be "super contact groups"; etco

There also exist five drafting committees consisting of the
Rapporteur and his friends. No contact group has yet been established
for the Plenary, I am pretty sure there will soon be one, including
Wkey figures", It is only my guess for the time being that among
"key figures" we shall certainly find Ka.Be Lal% Jolles (if he returns)
and one or two representatives of LatineAmerica and Africas

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

With best regards,

Sincerely yours,

Qe ¥l
Arthur Karasz

Mr, Federico Consolo

Development Services Department

International Bank for
Reconstruction and Development

Washington,; D.Ce
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Headquarters:
Washiug.on, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510 Ca Q’ Ak e el

c¢/o Ashoka Hotel, New Delhi, India

DECLASSIFIED
Letter Nos 55 March 6, 1968

JUN 24 2024
WBG ARCHIVES

Dear Ifred:

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 subjectsz
(1) the Romanians, and (2) the Hyngarians,

l. 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 explainsd the Bank's role
at our first meeting most of the luncheon was spent dealing with
problems relating to the Fund, #dgar 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, alse, from another side;
this is generally their styles

They seem to feel very uncertain about the timing of any action
they might take with the Fund and the Banke. They repeated the question
they had asked me at our first luncheen: 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 1948, that is, before the elections
in the United States?

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

Neither £dgar nor I could give them any satisfactory answer,

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

Mre Federico Consolo
Development Services Department
International Bank for
Reconstruction and Development
Washington, DeCa naa/ﬂoa
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This happened last weeke 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,

2o 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, alsoy; to the Budapest Conference because
we happened to dine on the day on which Romania excluded herself from that
meetinges 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 comversation on general subjects
of UNCTAD, Eross suddenly brought up Bretton Woodss 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 "liberall opinions),
have made great efforts to convince their government and public opinien
about all the advantages of the World Bank, especially about its
"universality", i,es, the Bank would be the best meeting place for East
and Weste

All this has been ruined, he continued, by the events of the last
monthse. 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 agos It often happens in Communist
tactics that after having made one~half or one step forward they suddenly
step back againe, The reason might be a sudden wind from the North, or
their present discussion with the Romanianse (Incidentally, the Hyngarians
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 initiateds 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 needs I
told them about Leonard Rist and where he could be reached,

Would you please inform him about the above?

With best regards,

Sincerely yours,
Q\\’\J\\,d
Arthur Karasz

cc: Mrg Demuth
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Letter No., 54 March 6, 1968

Dear Dicks:

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 SFM
was a "financial miniskirt which only accentuates the financial
nudity of those who receive assistance from it"e. Thereafter, he
made a personal attack against Mr, McNamara and his role as Secretary
of Defenses

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 jokea

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 andy, 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 didy, however, was to mention it once more to Everts
yesterday morning and left it to his discretion whether he would
revert tn 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 not.

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

Sincerely yours,

B N
Arthur Karasz

Mre Richard Hs Demuth
Director, Development Services Department
IBRD; Washingten, D,C.
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Ex "The Statesman", India

March 5, 1968
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Dear Arthurs

March 5, 1968

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

Pebruary 28, in which you inquire about the letter numbering

system. [Numbers on letters to you, no matter who writes them,
are provided seriatim by Communications.
of February 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 me. I enclose 'a copy. Since I

Irving's letter No. 2

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

mentary either to me or to you from the fact that it apparently

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

Mr. Arthur Karasz
C/o Ashoka Hotel
New Delhi

India

SEB tmmcd

Yours sincerely,

70

Shirley Boskey
Development Services Department

Ot
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Letter Noo 53 March 5, 1968

Dear Dicks: \////,/

I refer once more to your letter Nos Te

So far as=the form of the report is concerned, there was some
delay in the receipt of the model which the Fynd had sent to Edgar
Jones and I only saw it this evening after having already mailed
the reporte 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

196k,

In 196l 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,
Q \’\\,\‘

Arthur Karasz

Mry Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington; DuCe
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¢/o Ashoka Hotel, Wew Delhi, India

Letter Nos 52 March 5, 1968

Dear Dicks
Working Party Nos 2 deals with regional integration.

As reported in my letter Nos L3, at the request of the
Working Party, I made a statement on the Bank's activities in
this respect on February 29. On that same day, Edgar Jones
spoke on behalf of the Fund. I enclese a copy of the text
of his statement for the filesa

With best regards,

Sincerely yours,

T WY 1 PAp

Arthur Karassgz

Mrs Richard Ha Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washingtony D,Co
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Hr. Choirmant

We, in the Fund, were glad to see this item on the sgenda of the
Conference and to find a working group set up te discuss this subject
specifically., It §8 te be hoped that the mﬁﬂwl ewchange of views will
ensble delagates to retumrn to their countries with a fullev knovledge
of the range of problens invelved and a better underetanding of how te
overcome thew., The initiation and formulation of regional integration
schemes must, of course, be left to the countriss concerned, though it
18 uncderstandable that they would like to knew what kind of sssistance
or safeguards might be available, before embarking on policies which in
the first instance appear to wesken their own pesition,

1 shall divide ny statesment into two parts, the first deals with
econouic integration in general and the second worve Specifically with
peyments arrangesents., In regard to the first part, my vem:rks will be
based in large measure ou sn address by the !eputy Menaging lirector of
the iund, "r. Southard, last iugust at e weeting sponsored Ly the .ecu-
tive Secretariat of the Central American nion, fir, Southard's views ree
flect those of the Tund staff and I would like to repeat some wain points
in this working proup.

Our attitude on certain basic festures of regional integration ef forte

can be delineatcc as follows! devnomic integration involves eeveral



fsportant basic elevents, There are certain basic issues and proe
blese which sust be dealt with no matter whether the sves ie Central
Amegicn Or hesterm Lurcpe, A list of these would include the following:

Ca) The wmific.tion of warkets which, of courss, involves
reduction and final slisinstion of Internal tavriife, and the harwonizge
tion of external taviifs, This Y3 likely to fnvolve s nunber of collate
erval issues such a® cvordination of natent laws, copyrights, handling
of trade marks, pricing systess, ond se on,

{(b; Coordinat ivn of investesnt within the ares. Of course,
wuch iovestment may dbe allow ¢ to proceed with little or ne coordination
by the centresl autlerities., Hut im an 2rep such as iantta! fmerics, the
planning and plocesent of wajor industricl units necosenrily involves coe
ordination of the most delicste sort,

(e} There is a corpelling and growing need for integration of
wonetary pelicy. This means gridual symthesizing and strengthening of
money sarkets on en crsaewide basis, s coordingtion ol interest rate poli-
ey ab between cemtral banks »nd hemce 28 between the money warkets, the
harmonious aprlicstion of poliey relsting te the allucation of crecit,
@efies Tecsomable hornony in any priorvities which way be set up in credit
allocation,

(d) Gradual development and coovdinsted application of incomes
nolicy, particularly wage policy,.

(@) Systeamstic and intensive ﬂwvalapmmntnvithlu the entive

aree of externsl policies and prectices which will adeguately integrate



the reglonsl units, This weans the hormonious approach to balance of
payments msnagement, par values and ef fective exchange rates which are
cunsistent in terus of velstive cost and prices in the mewbar countries,

Within this venge of fgsues and problems there is a lurge area in
which the Fund can give fruitful eollaboration with those of ite meme
bers who avre eadeavoring to work cul econowic integration,

The Fund performs its yr:atest scrvice--and here 1 av quoting from
Hro. Southard®s addyess~-to integration movenents by the general tenor
of the advice it gives individual 'y to countries within its wesbership
jeined in such integration movesents, Those who are engoged in afforts
te harnonize econumic policies within comson morkets are scon confronted
with the dynandes of this h rmonizetion process, They sre bound to dise
cover sooner or loter that a remowval of barviers to trade ané payments
within the roiton con be frustrated by excessive variations of exchsnge
rates of comwmon narket currenmcies, Umce the probles of eschange rates is
given due consideration, the realizetion does not lag far behind that mones
tery and credit policies need to be coordinated for the sake of stable
balance of payments conditions, And eifective coordination of monetary
and credit policies may well be contingent on a certsin harmonization of
fiscnl policies, which is {requently also desirsble on its own merit, The
task of policy harwonization has extremcly broad snd complex ramifications.

The Fund would find no ¢ififeulty in gearing its advice ,,."to its
penbers associated in common rorkets weore esmplicitly toward the purposes
and needs of the integrated community, as long ss there remains the funds-

wental harsony between the jund's policles with respect to world interchange
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of goor's and services and the world flow of capitsl and the attitude of
tie community tovard those ssme watters, As vegards the uvse of 1ts rve-
sources, the jund is not likely to find any difffeculty in accounodsting
its policies to the needs of ite vembers which are asincisted in cowmon
markets., If any of those wembers come under special balsnce of ocaywments
stress a8 a vesult of transitiensl adjusteents arising out of integrationm,
use of the 'und's resources i{s quite appropriate, Of course, it goes
without saving that the seaber must meet the Fund's broad ceriteris for use
of resources,"”

Turning nm- to regionsl paywents arrvengecents, we have in the past
been resdy to express our views and actively participated in discussions
on this subject., There is & continuing, and it would seem, a growing
interest tn veglonal paywments arrangesents, i.e,, siwple clearing errange-
wents, simple payments unfons, reserve fund arrangesents, and fullescale
monetary unione, The lund alsc sarticipated in the “xpert rvoup on Puye
wents Arrangesents iwmong the Developing Countries for Trade Fxpension
set up by the UNCT I, Im the WCTAl Secretarigt repert (IT/15) there are
two paragraphs on which 1 would like to make somebriel comwents., The
first is pavagveph 60U which, te reiresh your r wo:ries, 7 will quote!

“Faymonts arvangenents to cushion temporary imbelonces resulting
from trade liberaslization comedtments could be cuch sorve ef fective if
they eould rely for their credit facilities on 2 central fund that would
be financsd pot only by the sember countries but alse by extrrnal contrie
butions, For exsunle, t e '‘mited “tates imitial contribution to the

European "ayments Union wae an important factor im setting the vhole
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systes to work and lubricating ite wechsniss, and this [ ad been an
imoortant prervequisite for the rapid expension of intra-BEuvopean tyade
in the pestvar pericd. fccordiag to two UNCTAD empert groups, amalo-
gous contributions by ceveloped countries to such funcs would represent
on efficient use of cevelopment fimence., Care might at the sgre tine
be taken to ensure that these rescurces ave not used to fecilitate the
eontinuation of inadequate internal wonetary policies, In addition,
the expert groups recome nded that the Intevnstional Honetsyy Fund shouléd
take specizl sccount of the payments problems posed by trade expansion
ancng deweloping countries, and should mlaswmr sympothetically, on & cas -
by-case basis, recueste for incrcase in quotas that wight be appropriste in
the light of such trade expansion, Since the foax of possible suchonge
risks moy be one of the major factors behind the reluctance of developing
countries to enter into prograrmes of liberalizetion of thedr mutusl trade,
the vailabiiity of assistance from the 1M or other institutions way
serve to yenevate greater intersst for Crade expansion weasures in senersl,
and vepiomal cooporation in partieular, smong cdev loping countries. [lay-
wents srrangecents have the acditional sdvantage of serving o8 a focus
in meking a start in the indispensable monetary cvoperation anong ceve lope
ing eountries desivous to form a multinctional morhote"

The lumd's poliey in rogard to requests for individual Guota incyrase
1 well kniwm and may be illustrated by a quotstion from the original (1963)
Dosrd decision on compensastory finance, as follows: “"The quotas of uaay
primary emporting countries, taken in conjunction uuh' & reasonable use

eof their own reserves, ave st present adequate for dealing with export
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fluctuations such as have vccurred during the pust decade, In those
instances, however, where adjustment of the guotas of certain primavy
exporting countries, snd in partieulor of countries with rel.tively
szall quotas, would be gppropriaste to wake them meve adequate in the
light of fluctustions in export proceeds and other relevant ¢riteria, the
Fund is willing to give sympathetic concideratioh to requests for such
ad justeent

From 1963 to the end of 1967, 43 developing countries have applied
and obtained special increases in their quotas thus ragising their total
quotas from $391,25 million to $865.25 niilion. at the end of 1967 there
were alsc four applications pending by develeping countries for incresses
in quotas for an aggregate of 51350 milliom to 5249 million. When these
applications have been processed, total quotas of I7 developing countries
will have been incressed fxom §7642.285 willdom to 51,144,235 willion,

I now turn to pavasgvaph 84 f the same report which invites a response
from the 11, The parajreph reads as follows:

“The question of whether developing countries should create auong thew-

selves pultils conbined with credit f.cilities

has remained unsettled for many years. The negative attitucde of international
monetery authorities toward certainm types of payments arvangewents way have
discouraged some developing countries from envisaging epprosches that would
have enabled them to be wore fortheoming in mutual trade liberalizstion
efforts, The attitudes in this respect may, however, bave evolved to some
extent, If this were the case, it would be usciul €o obtain at the second
Conference sowe forval confirmation of such an svolution so that developing
countries no longer fecl inhibited, bub rather sve encour:ged to consider
concrete schevas, In this context also, the guestion of granting to develop-

ing countries, in convexion with trade Lib ralizatiom efiorts among themselves
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special droving rvights under the 1Y may olso be esamined, a8 well
as other possible forms of payments arrvangerents,"

1 suppose it is safe to gssum- that the phrose "the negstive
attitude of international sonctary authoritie-s™ i8 & vrelcrence to the
L, It would have been helpful to have some indiestion s8 to what kind
of negativ ness the authors bad in mind, PFerhaps It was a relerence to
our inabilicy to put up lunds for institutiom:l regional use in which
case we had to be negative, s 1 mentioned earlier, the fund suthority
igs confined to fipancing its individual vepber countries, If the
refereace is to Fund vpinion or advice to countries, during the pust,
which were considering the setting up of th. regional paywents arrange-
vents, then the sdvice could have been at the time segative in chaerscter;
not bec:use of any dovtrinal sttitude, but becouse individual country
positions in the vegion were so diverse a8 te mgke it virtually impossible
to eperate o fecsible naym:nts union, It is recogniz d in litersture on
this su ject and frowm op rotive experfence that e or two countries with
rersistent deficits can cruse gyr-at difficulties in wperating a payments
scheme, In such coses we pointed to the need to wake adjustwents before
hend to bring rel tive costs or prices sore into line before setting up a
payments eafon, In situstions less sorisus, we rocomsended cle ring unions
with thair jreater flexibility rather than payments unions, We would have
ceen falling in our «blectiveness a6 monetary experts had we encouraged
coun.ries to go ahesd with finencial arrsogesents of unstable charscter

which eould heve retarded rather than advanced the integration process,
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As for assisting coun ries contempl-ting trade liberelization
efforte, the fund hes done this in soveral caseg, 1If & wember country
i comcerned sbout the inereanse in fwports and conseguent deeline in vre-
Seyves n8 tLhe result of fwport libersliz-tion messures, it con fre-ly
put its cuse to the fund for & drawing or stand«by 80 as to safeguerd ite
raserve position,

There is a recognition of the Fund's positiveness rathar thun negative-
ness on this subject in the rocomcendations of the ‘eminer of Fimancial
hspects of radeispansion fa the . Fegier Conferunce paper TU/IT/WGII/L o 5en
a Seminmar which the Vund atiemded, In peragraph 40 it is stoted “In the ap-
plication of any discretionary lending scheme regilonsl eriteris and poliey
concitions should be coeordinited with Lhose -f the Intermational lenetary
tund end should bemefit fvom fts long snd valuable exverience in this rese
pect, The assist nce of the 'und should slso be sought in the practical
operation of the systes;" and at the end of parvagraph 54 {t is further
stoted "in this comexion the Seminer exoressed its aporecistion of the
offer sade by the International enet:vy fimd to assist the regional ew-
ber eowntries of L AFD in the formmistion of practiczal schemes of vegional

wonetary ¢o-on ration.”
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Washington, D.C., U. S. A. L

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

c¢/o Ashoka Hotel, New Delhi,

India
Letter Noo 51 March 5, 1968
Dear Dicks
609 I enclose progress report, prepared by Jalan, of the meeting

of Committee Three (Financing) held on March 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 of the Bank Staff.,

It was at this meeting that the Bank was requested to state
the timetable of the programme »n the Rin Study. I reported to you
on this matter in my letter Noa L6.

With best regards,

Sincerely yours,

?\>“/\‘\’\~/

Arthur Karassz

Mrs Richard He Demuth

Director

Development Services Department

International Bank for
deconstruction and Development

Washington, D,Ce
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UNCTAD II : COMMITTEE III

March 1, 1968

The discussions en the Supplementary Financial
Measures began today in Committee III. Ceylon, Argentina,
India and Malaysia made general statements. 1 of them
endorsed the essential elements of Bank Staff Scheme and
urged an early agreement in primeiple in the Committee.

suggested that an agreement on Supplementary
Finanei easures was necessary concurrently with a likely
agreement on preferences; many of the less developed
countries weré unlikely to gain much from the later comces-
sion. Progress in the Commodity field was likely to be
extremely slow., This Scheme was compatible with commedity
agreements and organization of markets.

The Committee and the Conferemce could agree om the
essential ingredients of Supplementary Finance Scheme as
proposed by the Bank Staff. The Conferemce should then
request the inter-governmental . up to convene immediately
and proceed with the solution of unresolved questioms per-
taini to the scheme, and on the basis of the broad
guidelines adopted by the Conference lratg, the scheme to be
considered at the 7th Meeting of the Trade and Development
Board. The agreed scheme could then be sent for appropriate
action to the Byard of Govermors of the World Benk whioh
would presumably be the Agency administering the Scheme. 1f
all went well, the Scheme should be operable in 1970. Actual
disbursements would, however, begim somewhat later.

isggigl*g, expresse suppors o e countiries 1o e

nt statement of the developi countries made at the last
session of the inter-govermmental group (which has been
circulated as a Conference document) and urged the developed
countries to take immediate action on this Scheme. Argentina
said that there was a wide measure of agreement om the
following points: (a) It is desirable to have a scheme of
Supplemensary Financial Measures; (b) At present no mechanism
of this kind exists; (o) Resources for supplementary Financial
Scheme would be additional to basic finance; (d) The Scheme
suggested by the Bank Staff was a feasible solutiem to the
problems under consideration.

As such, the Latim Americamn coustries would expect
the developed countries to support the Scheme for Supplementary
Pimancial Measures, the principle of whioh had already deen

(continued .. 2)



agreed to in the First Conference. Further, the developed
countries should also make it known to the Conference when
they would want this scheme to begin operations. The Latin
American countries expected a definite answer from the
developed countries on this item.

!33{;*6; said that 1t had placed much hope in
Resolution A.1V.18 which was passed at UNCTAD I, and in the
excellent study prepared by the Bank Staff im response to
this Resolution. It was, however, disappointed at the
unwillingness of some developed countries to commit themselves
to the scheme. It felt that the Bank Staff Scheme was
feasible, and adequate to deal with the preblem under oon-
sideration. It therefore suggested that the Executive
Directors of the World Bank should be imvited to draw the
final report of the Scheme for Supplementary Fimancial
Measures to be submitted to their Board of Governors as soon
as possible. '

(Ambassador Swaminathan) said that the stand
of the developing countries on Supplementary Financial
Measures, with which India fully agreed, was expressed in
the joint statement of the RDC's. The Scheme filled am
important gap in imternational machinery; this was compatible
with the Scheme for Market Organization, simce if a scheme
for Market Organizasion came into existence this would be
taken into consideration im making the export projections by
the developing countries, The developing countries had
further agreed im the inter-governmental group that the
scheme should not be open-ended and that there should be some
provision for ratioming. So far as policy underdtanding is
concerned, the Bank, the I .N.F. and other international
financial institutions had already had considerable experience
and a worksble solution consistent with national sovereigaty
could be found.

India appealed that the Conference should make a
unanimous declaration im favour of the Supplementary Financial
Measures. Such 8 scheme should be based on the main elements
of the Bank Staff Scheme. It should be finalized within
the machinery of the UNCTAD, and should come into existence

Before the gemeral statements, on Supplementary

Financial Measures, the EfE‘ had requested the Bank and the
Fund representatives to make statements on the progress
already made on the Bank-Fund Commodity Study, and the pre-
cise date when this Study was expected to be ocompleted.

(continued .. 3)



Tanzania, Ceylon and other delegatiomns also felt that it
would be useful for the Committee to have an idea of the
time when this study was expected to be completed. 1In
response to the suggestion by the Chairman that the Bank
and the Fund should make such a statement, Mr. Sarma, on
behalf of the Bank, and Mr., Jones, on behalf of the Fand,
indicated to the Committee the nature of the Study being
undertaken, and also the wish of the Board of Govermors
that this Study should be completed, if possible, by the
time of the mext Annual Meeting. They, however, pointed
out that it was too early to say precisely whem this Study
would be completed. Nor was it possible, at this time,

to give an idea of the scope of this Stl‘; beyond what was
suggested in the resolution., There was some dissatisfao~
tion expressed by the ¥W.K., Bolivia and Ceylom at the fact
that the Bank and the FPund could not give a more precise
answer to the question of timetable of the Study.

The Chairman suggested that the Bank and the Fund
representatives let the Committee know of anything further
they could find out in this regard from their Head Quarters.

/A ] )
/ \ O Caan

B. K. Jalan

ce: Mr., Karasz (2)
Mr. Sarma
Mr. de Fontenay
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Washington, D.C., U, S. A.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

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

Letter Noo 50 March 5, 1968

Dear Dicks

Enclosed please find the third progress report on the work of
Committee I (Comnodities) 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 tn solve certain financing problems such as buffer stocksy etce

I encloese a copy of thas draft resolution for the files,

With best regards,

Sincerely yours,

L% R4 PO
Arthur Karasz

Mre Richard H, Demuth
Director, Develnpment Servicas Department
International Bank for

Reconstruction and Develonpment
Washington, DaCe
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N INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

To: Files Q( oaTe . February 5, 1968
From : Patriek de Fontenay

sUBUECT : UNCTAD II : Third Progress Report on the Work of
eessencee Committee I

A. The Committee has now completed the examination

of those items of its agenda relating to "problems arising
from the development of synthetics and substitutes® and
"role and financing of diversification programmes®”. Prior
to the disoussions, three items of business were dealt with:

> " (a) The representative of the FAO introduced the
reports of the Second and Third Sessions of the Study Group
on Oilseeds, 0ils and Fats. In the ensuing disoussions,
a humber of LDC's proposed that the Committee recommend the
Conference to set up an inter-governmental consultative
Committee to prepare an international agreement;

- (b) The Committee heard the representative of the
"International Tin Council® (Mr. Allem) describe the
operation of the buffer stock in tin.  He indicated that
the Council had approached the Bank and the Fund in 1964
to obtain financing, but that they were turned down. Private
banks, however, had been prepared to grant the necessary
eredit. He also considered that if buffer stoocks were to
be established for a number of commodities, it would be
more effective and more economical to finance them through
a central international agency such as the IBRD,

‘ (¢) In a surprise move, France introdnced a draft
resolution on the stabilization of commodity prices whioch,
inter alia, "calls the attention of IBRD and "to the

iportance it attaches to the "Rio" study ...", and |
vemphasizes the importance of assistance from them (IBRD,
IMF), especially in helping to solve certain finanecing.
problems, such as buffer stocks, and providing long-term
backing for the diversificationm efforts deemed necessary”.

B. Problems arising from the development .of
synthetics and substitutes: ; ,
In regard to the long-term measures to improve the
competitivity of the natural products, several developing
countries supported a proposal by ;ndig for establishing

(éonfiﬁﬁod ;; 2)
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a research fund controlled by UNCTAD., As to UNCTAD's
future activities on problems concerning synthetics, the
US and some developed countries expressed the opinion that
The functions of the "Permanent Group on Synthetics and
Substitutes" which had met for the first time in Generva in
August, 1967, be exercised by UNCTAD's Committee on
Commodities.

The Committee also considered the specific problems
arising in connection with certain commodities and in
particular, with natural rubber. In that connection the
U.K. delegate said that he saw no reason why the Conference
should not ask the World Bank and the IMF to carry out a
study of what might be done to help natural rubber producers
whose foreign currency income had suffered through the fall
in prices, provided account were taken in such a study not
only of rubber prices but also of the overall economic
position of the country, the resources available to it and
the action it was itself taking, The question of the
financing by the Bank of the replanting of natural rubber
trees was not raised. .

c. Role and financing of diversification

- “Introdueing this topic, the UNCTAD Secretariat
indicated that diversification was particularly needed Tor
those countries producing commodities in persistemt surplus
or affected by the development of synthetics or substitutes,
and that those countries could be helped in two ways. One
way would be for the normal sources of development finance,
through the IBRD or through bilateral arrangements, to give
high priority to the development plans of those couniries
faced with acute diversification problems. The second, and
additional approach, would be for specifi¢ funds to be
raised within the framework of an international commodity
agreement, such as was arranged within the International
Coffee Agreement. ; !

= ~‘Both developing and socialist countries emphasized
that the basic requirements for diversification, partiocularly
of the vertical type, was improved access to import marketis
and that such access should be on a preferential basis.

- Ccomecerning the finaneing of diversification pro-
grames, the LDC's pointed to the direct link between the
attainment of stable remunerative prices for their exports

of primary commodities and the ability to finance the o
necessary diversification programmes, They expressed concern

(continued .. 3)
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at the lack of sufficient international finance, especially
from the IBRD. They favoured the establishing of diver-
sitioation funds as part eof the international commodity
agreement and in the form of a central diversification fund.
Senegal also proposed to set up a specific fund under UNDP
iﬁ'bﬁiﬁli“tﬁb LDC's to obtain the Tertilizey they needed to
develop agriculture. Chile said that the international
financial institutions should indicate whether they were
prepared to contribute to the establishment of a central -
fund or to the ereation of special funds for the diversifi-
cation of specific ocommodities.  Tanzan a also said that
the findings of the IBRD/IMF study on possible solutioms to
the problems confronting world trade im primary products
were eagerly awaited. It proposed that UNCTAD should .
establish an action group as a means of ensuring that IMF,
IBRD, GATT and FAO adopted complementary resolutions
committing them to joint action in the matter.

" The developed countries usually said that diver-
sitication was an integral part of economic development and
that sound diversification programmes were able to get
financing from existing sources of development finance.
Germany also said’thatrtho'itndibl made by IBRD and IMF womulad

ead to a solution. *he developed countries were not in
favour of a central diversification fund, but supported the
inclusion of diversification funds in specifié¢ international
commodity agreement, as in the case of coffee.

D, In comhection with the discussion of the ahove items,
Mr. Arthur Karasz, speaking on behalf of the Bank, stated
that the Bank considered diversification as an essential step
for countries heavily dependent on primary commodities and
desoribed the Bank's contribution in that field. He also
referred to the study commissioned im Rio and said that it
was impossible to prediet what its conclusions would be on
the subject of buffer stock financing as well as on all the
other elements of the problems studied, ; '

B. 'The 23-member "contact group" set up by the Committee
to start negotiations on possible points of agreement has had
two meetings so far, in which it started the discussion of a
'grggta-le of action" on commodities presented by the Group

o .

ce: Mr., Karasz (2)
Mr. Sarma
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Original: FRENCH

Jnited Nations Conference on Trade and Development

First Committee
Agenda item 10(b)

MAIN ELEMENTS OF COMVODITY POLICY INCLUDING INTERFATIONAL COMNODITY
AGREEMENTS AID OTHER TECHNICUES OF COlMODITY KARKET STABILIZATION

STABILIZATION OF CONMMODITY PRICES

Draft resolution submitted by the delegation of France

The Second United Nations Conference on Trade and Developmént:

Reaffirming the importance and urgency of so planning commodity trade as to make
avallable to the developing countries the external resources of which they stand in
serious need;

Recalling the Recommendation édopted at its 1964 session concerning Vinternatignal
commvdity arrangements, femovalvof obstacles and expansion of trade" (Annex. A.II.1 of
the Final Act of the First Conference); |

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

international commodity trade conditimns, and particularly by the fact that since
UNCTAD's first session no new égreement‘has been cnncluded on commodities of interest
to the developing countries;

Nnting the Resolution on commodity price stabilization adopted by the Board of
Governors of the IBRD and nf the ILF 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 zbove-mentioned resolution;

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

in introducing suitable machinery crmprising crmmitments balanced as between producer
and consumer countries,; and to allocate the necessary funds thereto;

(3) Emphasizec the importance nf assistance from them, especially in helping to
solve certain financing prnblems, such as buffer stocks, and providing long-term

backing for the diversification efforts deemed necessary;



(4) Regueéﬁs IBRD and IMF to transmit the study to UNCTAD, the body
responsible for the framing and implementation of an international policy on
commodities.

B TP

(l) Invites the Secretary-General of UNCTAD to make representations to thﬁ:ﬁgw
Governments members of the 1967 United Nations Cocoa Conference with a view to the
solution of outstamiing problems, and requests the Chairman of the Executive
Committee of that Conference to cbnvene it as soon as possible, and at all events
before the end of May 1968; | i

(2) Notes the convening by the Secretary-Genéréi of UNCTAD of a conference
on sugar; ;

(3) Invites the Secretary-General of UNCTAD to initiate without delay, in
co_llaboratlon w1th the competent international agencies and organizatlons, the
consultations required for the framing of the international agreements on
[Ebmmodities to be decided upon after discussion in the Committee, bearing in mind
those mentioned in the Chafter of Algie:§7 and to report to the Trade"ahd Develop-
ment Board on the subject at its September 1968 seéSion, :

(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 env1saged for the
following commodities of interest to the developing countries; [fbmmodlties to be
 decided upon after discussion in the Committee, bearing in mind those mentioned

in the Charter of Algiers, and also phosphates and tropical timber_7.
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4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone - 563-2510

c/o Ashoka Hotel, New Delhi, India

Letter Nog L9 March 5, 1968

Dear Dicks:

On the basis of your Letter Noa 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,

Pt A4 A

I enclose text of this reports An identical text has been \a s ’5“5 .

sent by Edgar Jones to the International Menetary Funde Z:z s

- Ned V;tf Ta B R -
With kind regards, fov et ealing

- v Eon
Sincerely yours, .
iy
“ { \(\4\ v 3 ‘i.)’“ ';l,nj= ""g

Arthur Karasz

1‘/.&!)(*&»

Mrs Richard He Demuth
Director, Development Serviees Department
International Bank for

Rgeonstruction and Development
Washington, DeCe
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Headquarters:
Washington, D.C., U. S, A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

Letter Nos 48 March L, 1968

Dear Dicks:

The Contact Group of Committee Three is discussing a paper prepared
by the "77", I am told that the paper in its definitive form will cone
sist of three chapterss:

I. Target of aid.
Il, Volume of aid.
ITT. Certain propesals cencerning
a new policy of the World Bank,

I. Target of aid. The papery; which I have only seen in the form of a
temporary draft, establishes new and mest 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, etcs).

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

Il. Volume of Aid, (Agenda Item 12(b) (ii) and (iii) )o The following
text is a draft propesal by the Afro-Asian Group of the "77", The Latin-
Americans are gning te 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 reached,

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

36 A multilateral interest—equalization fund should be establishec
with the concurrence of international lending institutiens,

Mre Richard He Demuth
Directory Development Services Department
International Bank for

feconstruction and Development

Washington, D,Cs man/mwoa
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Lo Pending the general adnption of IDA terms, there should be
considerable lowering of interest rates and increase in maturities
and grant periods. HEach advanced country should attempt to reach
the following norms of lendings

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
2~1/2% interest, or less, and a repayment perieod
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 poessibility of the "Bisque" clause (see my letter No, Ll1).

6e External finance should be made available for both programmes
and projects, and should include lecal cnsts, 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 finances

Te An intergovernmental group with equitable representation of
developed and developing countries should be established to deal with
all aspects of commercial credits, including suppliers! creditss This
group is to discuss and agree on the means and measures necessary teo
soften the terms of commercial credits, including the provision by the
developed countries of financial interest subsidies and of guarantees
tn their exporters with respect to trade with develnping countriese.
The group is also expected to envisage a solutien along the same lines
for commercial credits already accumulated in previous years,

8e Development finance should be untied completely by 1972a
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 »f goods by the
respective developing countries as a result of the tying of develope
ment finance.,

96 Suitable measures should be taken to alleviate the debt
servicing burden by consolidation of the external debts inte longeterm
obligations at low rates of interest, The study of the means and
mechanism of implementing this recommendation is teo be presented by
the UNCTAD Secretariat to the Seventh Meeting of the Trade and
Development Bnard,

10, Each developed country is requested to announce to the
Seventh lleeting of the Trade and Development Board the measures it
intends to take towards implementation. In additien, each developed

aoa/aca
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country should repert annually tn the Trade and Development Board
on its yearly performance.,

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

The Latin=#émericans 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 Progressa

They think that paragraphs 7 and 8 are unrealistice.
ITI, Certain proposals concerning a new policy of the World Bank. The

following is taken from a draft prepared by the Letin-American group and
to be discussed this week with the Afro-Asiansk

The governments members of UNCTAD and the Bank will instruct their
Governors to the Bank to suggest at the next Annual Meeting the transformatien
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 tn be
sbserved:

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

2o Amortization periods will have t» 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.

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

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

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

Te The Bank will accept trust-inefunds from national governments for
purposes of specific development prejects. (If, for instancey
Sweden offers an amount for purposes of a specific development
project).

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

aoa/mw
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10.

11,

12

13

The Bank should increase its partiecipation in mixed projects
with regional develnpment banks,

The Bank should extend the number of its cmnsertia and
consultative groupsa.

The Bank should give its assistance in the rescheduling of
foreign debtse

IFC is requested to extend its lending activitiess

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)e

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 yours,

ok Mo
Arthur Karasz






Headquarters: = e
Was}ﬁngton, D.C, U.S. A.
NM/

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION LQ‘H)A
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Cable Address - INDEVAS PARIS

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

Telephone - §53-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, L7 March L, 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 mide=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 dialogues.
The Committee on Manufactures has not produced any result of substance
on preferences and there is no tangible result on the front of Gommodity
agrehents either. The Contact Group of Committee Three is wrangling
with a text on the wolume of aid prepared by the "77". The propesals
it contains will be extremely difficult for the developed countries to
accepto

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 themselvess 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 financings On SFM; 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,

e ’2&’

We are told that the plenary wid be reconvened tomorrow, March 5, to

allow Prebisch to "take stock of the progress" made until now,

Sincerely yours,
LIRS

Arthur Karasz

Mre Richard He Demuth
Directory; Development Services Department
International Bank for

Reconstruction and Development
Washingten, D,C,
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NEW YORK OFFICE:
LEONARD FARBSTEIN i 276 FIFTH AVENUE

197H DisT., NEW YORK E“ ~? 0 MURRAY HILL 4-2200
a\ A

d,«gﬁ

COMMITTEE: WASHINGTON OFFICE:

FOREIGN AFFAIRS @nngress nt tbe mnlteh étates RAYBURN BUILDING

SuITE 2455

CHAIRMAN, SUBCOMMITTEE TEL. AREA CODE 202, 225-5635

ON FOREIGN EcoNomc FBouse of Representatives
Washington, B.C.

March L4, 1968

Mr. George D. Woods, President
International Bank for Reconstruction
and Development
1818 H sStreet, N. W.
Washington,D.C.

Dear Mr. Woods:

I am pleased to enclose herew1th copy of the i ///
Congressional Record of Monday, February 26, 1968, and ¥
refer you to Page E-1179 where you will flnd my inser-
tion of your statement before the United Nations Confe-
rence on Trade and Development.,

With kind regards, I am

\ ,L{H‘,’cu(' Z)/ L
LEONARD FARBSTEIN
MEMBER OF CONGRESS

LF:omr

Enclosure
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Form No. 27
(7-61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: KARASZ DATE: MARCH L, 1968
ASHOKA HOTEL ‘
CLASS OF yp
NEW DELHI SERVICE:
COUNTRY: TNDIA R @A

TEXT:
Cable No.: 16

REURCAB 15\40 CONCERNING JALAN'S MEMORANDUM ON SUPPLEMENTARY FINANCE
POINTS ONE TWO AND FOUR ARE FOR YOUR BACKGROUND INFORMATICON AND NOT FOR
STATEMENT TO CONFERENCE. POINT THREE SHOULD BE BASIS OF WHATEVER YOU SAY,
MAKING CLEAR THAT BANK THINKS SCHEME IS FEASIBLE SOLUTION TO IMPORTANT
PROBLEM POSED STOP RE POINT F;OUR PLEASE NOTE WOODS TALKING ABOUT THIRD NOT
CURRENT REPLENISHMENT STOP SEGUNDO CONCERNING RELATIONSHIP BETWEEN SFM
AND COMMODITY STABILIZATION THERE IS NO CONFLICT SINCE SFM WILL OPERATE
ONLY WHEN UNEXPECTED DECLINE OCCURS IN EXPORT EARNINGS DUE TO CAUSES NOT
REACHED OR REMEDIED BY ANY STABILIZATION SCHEME STOP STABILIZATION SCHEME
TO EXTENT EFFECTIVE MAY HOWEVER REDUCE NEED FOR RECOURSE TO SFM STOP YOU

MAY STATE THIS TO CONFERENCE

DEMUTH
INFBAFRAD

. ! N NOT TO BE TRANSMITTED

MESSAGE AUTHO CLEARANCES AND COPY DISTRIBUTION:

NAME Ric Ligu2
EEﬂEU*" l iree Cleared with and cc: Mr. Friedman
pepT.  Dewelopm Se vdfe Mr. Consolo
% 'f gg LR 1388 (w. ces of
SIGNATURE incoming cable)
( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
For Use by Archives Division 7
Bicwviuiad
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Headquarters:
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Washington, D.C., U. S. A.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address -INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telep}lone - 5653-2510

¢/o Ashoka Hotel, New Delhi, India

Letter Nog L6 March 2, 1968

Dear Dicks: i

Many thanks for your cable No. 1L, which centained extremely
useful advice on how we should react on problems relating to our
Commodity Study.

Ag 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
(Amnex I), Thereafter, I made my statement (Annex IT).

In the meantime a "coup de theatre" happened in Committee Three
(Everts). James Mark, very unexpectedly, requested an urgent declara-
tion by the Fund and Bank representatives on the status of the study
on commodity stabilization., Bdgar 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 Kingdem delegate
and, therefore; there was no reason to say ity and (ii) I had no instructions
from you whether this rather touchy subject could be handled in this way by
the Bank delegation, That is why I sent you my cable Noo 15,

Mre, Richard H, Demuth
Directory Dgvelopment Services Department
International Bank for
Reconstruction and Dgvelopment
Washingten; DoCa oso/ans
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James Mark was nnt satisfied with the statements nf the Fund and Bank
and pressed for further details; he, as well as the delegates tn Bnlivia
and Ceylon, wanted t» receive an exact timetable from the Bank and the
Fund on when the study would be completed. It was evidently impossible
tn answer this questinn, 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-nne knows what incited James Mark to press so much on this
particular pnint and bring both the Bank and Fund int» a rather embarrassing
positinn, He is a curinus man; someone said the nther day that he is
snmetimes wmpredictably unpredictable!

With kind regards,

Sincerely yours,
v PR { P

Arthur Karasz



IMF, March 1, 1968

Statement to be delivered in Committee I

Mr. Chairman:

4n our last amual meeting held at Rio de Janeiro in September
3967, our Board of Gevernoars 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 pessible solu=-
tions and their economic feasibility.

The work is now in progress. According te arrangements worked
out between the staff of the Fund and the Bank; the study will be di-
vided inte two parts. The first part will be prepared jointly by the
staff of the two institutienss It will be based on a discussion and
evaluation of various possible solutiens 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.
The latter will h:; prepared by the Fynd staff in close consultatien
with the Bank staff,

The study once completed will be submitted to the Eyecutive Directors
who after examination will transmit it, with such comments or recommenda-
tions as they may have, to the Bnard of Gevernors for consideration and
appropriate decisions The staff has been instructed to proceed on the
working assumption that it would be highly desirable to finish the repert
&t an early enough date to permit consideratien by the Governors at the
1968 Annual Meeting t» 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."

two/ooc



It will be appreciated that the Fund study cannot be made availe
able to any nther UsNe organization for consideration befnre the Execu-
give Board has oppertunity to discuss the study and to make whatever re-
commendations it deems necessary to the Board of Gevernors; ner can it
be considered by other bodies until the Bsard of Gavernors has had
oppertunity to consider the views of the Executive Board, Apart from
the procedural question the timetable is toe 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 te take inte acceunt relevant aspects of the fi~
nancing problems invelved in pessible internatienal 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 stabilizatien of prices
of primary productss Fer this reasen the Fund staff is not in a position to
undertake a separate study of financing of buffer stocks for submission to
the Executive Bnard; nor could the Bnard consider this question befare con-
sidering the basic study now being prepared. It is not possible to antici-
pate at this early stage, Mp. Chairman, what will be the outcome nf the study
by the Fund,

On the nature of the study I quote from Mr. Schweitzer's concluding re-
marks at the Rio meeting of last September:

"In our study we shall, as requested in the Resolution, consult with
the Banks We also expect to benefit from the fact that a great deal of
impertant work in this area has been done, and is currently going on, in

other internstienal bndies; such as UNCTAD and FAQ.,

tHnr/qou



"in appreaching the subject of price stabilization for primery
products; one cannot be unaware of the discrepancy between the attentien
paid tno this problem over the last 20 years and the paucity of workable
solutions that have emerged. In recalling this facty; I do not want te
create the impression that I am underrating the value of new and inten~
gified study in this field by the staffs of the Bank and the Fund: but I
do think that Gevernnrs should be reminded that there is no easy road
toward fully satisfactory solutions of the problems related to the

instability of commodity pricese"



Statement by Arthur Karassz, Head of the Dslegation of the

Internetional Bank for Reconstruection and Develnpment, to

Committee One 2t the Second Session of the UN Confarsnce
on Trade and Development

Hr, Chairmaen, I would like t» be allowed to discuss tw> interdependent
subjects in this statement; in the first part of this statement, which will be
very short, I would like t» clarify some aelements of the prmblem nf diversifi.
cation as related to the commndity problem in gemneral; in the second part, I
would liks t» inform the Commiites abaut the present status »f the Study being

preparad in the Bank on the basis of the snecalled Rin Resolution:

I, We have listened with great interest to the discussion in this Committee
of the commodity problem, 3o far, the Bank's approach to its smlution has
been through assisting the diversification of the economies of the developing
eountries, Indesd, diversificetion is of persmount importance for all
countries having a dependence on primery commndities, and we agree with the
view that it is needed even in countries which heve a high per capita income
but derived from the export of a single commndity., But diversificetion is a
complex and long-term problem, It seems to me not to be appropriate at this
stage 12 go into the discussion of the econamics of the pmcess. I think,
however, it will be useful that I state also in this Committee that the Bank
in its existence of aver twanity years hes contributed to diversification by

o .
g most of the amount () v B le Crepr... oF hae By J_‘.,
C\@"‘"""‘j s R :"a‘ro\&\fd € r - () e M"“@N,J

The Bank is particularly well placed in view of its wide field of actien
and its cooperation with institutions like FAD to watch far the necessary

harmonization of dim[nfanim programmes to which the Secretariat has

.0./.00
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rightly called sttention, that is to avoid diversification awsy from a single
product into the production of anether surplus commodity, The Bank is alse
cooperating with the ICO and some other internstional institutions to study

possibilities of further cooperstion on this subjects

II, ¥Now to tum to my second subject, As the Committee very well knows,

the 3ank is presently engaged in a major review of the entire problen of
commoditiest on the basis »f the Rie Reselution of last September, whose text
has been circulated in Committee III as Document TD/II/Ce3/Lel, the Bank and
Fund staff have started work, a very intensive work indeed, on the question put
to them in Rie: we were requested to examine the pessibilities 5f Bank Gpoup
assistance to comnodity stabilizatieon schemes should adequate resources be
available,

The work is now in progress and the intention is to complete it, if
possibley early enough to permit its consideration by the Gaovernnrs of the
Bank at the Annuel Meeting to take place next Octeber. I am in complete
agrament with the statement made by the distinguished representative »f IMF that
it is quite impossible to predict, at this early stage, what the conclusions
of the study by the Bank will be; this also goss for the question put t» us
several times on the subject of the fimemcing of buffer stocks, as well as
for all the other elements of this very impertant problems

Mre Chairman, we have baen requested by sevaral speskers to trensmit
the Study to UNCIAD. We appreciate the interast expressed in this Committee
for sur fartheoming study end I am suthorized to inform you that it will be
submitted to UNCTAD after its considerstion by the Brard of Governors 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. Chairmen, 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
commoddties 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 8tudy 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.

N A, Sxnes

ecs Messrs. Karasz,
de Fontenay
Jalan
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telep]’lone - 663-2510

c/o hshoka Hotel, New Delhi, India

Letter No, L5 March 2, 1968

Dear Dicks

Supplementary finance has been intreoduced in Committee Three
by the representative of Prebisch, I enclese the text of his statement
(Document No, TD/II/Ca3/2)e

Mermolja,who was Chairman of the Intergovernmental Group on
Supplementary Financing, has made an introductery statement on this
same subject. It was a well=balanced statement describing in quiet
and objective terms the respective pesitiens of those who faveured
it and those who are against it, He did mt bring up anything new
and rightly so bscause his task was to explain to the Committee the
situation as it had developed in previous meetings., I enllese a
sumnary of his statement (Document Neo 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 te you as soon as pessible.

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 »f supplementary financing. The impertant developed natieons
are against the propesal. 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 24 2024 QM .,
WBG ARCHIVES Arthur Karasz

Mrs Richard He Demuth
International Bank for

HReceonstruction and Development
Washingten, DsC,
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March 1, 1968
Dear Fritz:

1 am sorry that you were unable to include a stop-
over in New Delhi during your last trip at the time of
UNCTAD meetings, as it would have been a pleasure
have had an opportunity to see you there.

The text of my speech, as prepared for delivery,
is enclosed; it will be available in a slightly
amended and more readable form next week, and I am
making sure that you will receive that too.

H

”
-]

1 sincerely appreciate your continued intevest in
questions of development finance.

With wy best personal regards,
Sincerely,

(Signed) George D. Woods
George D. Woods

The Honorable

Walter F. Mondale

United States Senate

Committee on Banking and Currency
Washington, D.C. 20510






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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 5653-2510

c/o Ashoka Hotel, New Delhi, India

Letter Noa Ll March 1, 1968

Dear Dicks

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 te
add to its existing system of loan rates a thirq!rate applicable to l Row d
lnans to the very poor per capita income countries.

With best regards,

Sincerely yours,
Q}xxv‘,

Arthur Karasz

Mre Richard He Demuth
Directer, Development Services Department
International Bank for

Reconstruction and Development
Washington, D,Ce
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Headquarters: ”
Washington, D.C, U. 8. A, o

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELO

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

c/o Ashoka Hotel, New Delhi, India

Letter No, 43 March 1, 1968

Dear Dicks:

Working Gproup II has been called inte existence in order to
son discuss trade expansion among developing countries, Enclosed, please :gi“J
P text of statement made by a representative of Prebisch
introducing the discussion on International Support Actiong for this
purposee.

Among other things, he discussed the need for intemational financial 2
assistance. All the international agencies (such as IMF, Asian Devefap™mant e,
ECA, etcs) made a statement on their respective positions.

At the request of the Committee, I delivered a statement on behalf
o8 of the World Bank, text of which is enclesed. It is mainly based on a
similar statement which I mede to the Tpade and Development Board in
Geneva last Auguste

With kind regards,

Sincerely yours,

Qo

Arthur Karasz

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

Reconstruction and Development
Washington, D,Ce
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Headquarters: fos” Gy S \/‘
Washington, D.C., U. S, A. " )

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 663-25610

¢/o Ashoka Hote, New Delhi, India

Letter Nos, 42 March 1, 19568

Dear Dick:
The structure of the Conference is at present as follows:

The Plenary, 2s you know, is suspended until further notice. The
five committees started their meetingss "Contact Groups" have been
created in most of the Committees., Their purpose is to discuss, en
the "working level", matters on which nn agreement has yet been reached.
Thus, the Contact Groups are a meeting place for the natienal delegates
to iron out differences. They will not succeed on every point; those
remaining, probably the great problems, will be left to # high-level
groups which will probably work parallel with the Plenary.

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

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

Working Group Nae 1 = on the World Food Problem

" M " 2 - on Problems Related to Economic Integration
among Developing Countries

" . " 3 = Opecial Ppoblems of the Land=Locked Countries

All this would be allright if it were alle 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

Mre Richard He Demuth
Director, Development Services Department
Internatienal Bank for
Reconstruetion and Development
Washington, DuCo oum/oqo
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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 jobs 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:t The Conference and another
one among the "77M, T

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,

D \b‘\:\.\._\

Arthur Karasz
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OF CABLE:

LOG NO.:
TO:

FROM:

TEXT:

ROUTING
MARCH 1, 1968 1910
WU 27/4 ACTION (OPY: MR, DEMUTH
INFORMATION
INTBAFRAD L
NEW DELHI DECODED BY:

15 FOR DEMUTH
REURCAB 15 ”////
FIRST IRVINGS CONVERSATION AS REPORTED BY JALAN WAS SENT YOU MY LETTER 3u)’////
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 SUPPLEMENTARY FINANCE AND COMMODITY STABILIZATION STUDIES.
EXPORT SHORTFALLS IS TECHNICAL AND I DO NOT SEE ANY SUBSTANTIVE PROBLEM.
BBB STATES THERE IS NO CONFLICT BETWEEN TWO SCHEMES 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 SFM

KARASZ

MR. DEMUTH TELEPHONED DURING WEEKEND

Ot JJcmCL t/é§;

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

ORIGINAL






Form No. 75°
(2-60)

INTEPNATIONAL FINANCE
CORPORATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT

ASSOCIATION

ROUTING SLIP

Date
February 29, 1968

they arrive.

’ NAME ROOM NO.
i
Mr. /BvAnd L2l
7 ‘I [I"
l
7] 7777 s
{ - {i b j/‘ oo
f ™ Z’» \WPW}"K\ N At (
\ ﬁ i
) {
[ = / P 4[\
'"ALES / 8 tucud
To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
Comment Per Our Conversation
Full Report Recommendation
XXX| Information Signature
‘nitial Send On
REMarKS

We will send down the publications

referred to in the attached letter when

W/

Al

Richard H. D9n4th

From




fhin
&‘RM No. 75

INTERNATIONAL BANK FOR

(2.30) RECONSTRUCTION AND DEVELOPMENT
{NTERNATIONAL FINANCE INTERNATIONAL DEVELOPMENT '
CORPORATION ASSOCIATION
Date .
ROUTING SLIP fads  Dils
NAME ROOM NO.
(\ No —t\/\a\d&g&q
= FQXF{Z77 I s —
7 ¢ 4‘”’]
w z/o ren G244
To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
Commen t Per Our Conversation
Full Report Recommendation
o Information Signature
Initial Send On
REMARKS
(él\, “ .» LA
From /Y Ty
AL




Association Internationale de
Developpement Rural Outre-Mer

20, Averme des Arts

Brussels, Belgium

Dear M. Willot:

Mr. Woods has asked me Jmknwlodgo and thank you
for your letter of February 21,/commenting on his speech
at the United Nations Conference on Trade and Development.

Unfortunately, the brochure setting forth the

, aims and achievements of your Association and
the booklot concerning your work in Burundi did not arrive
with your letter. We would very much welcome receiving
copies of those two publications. When they arrive, I
will see that they get into the hands of our Agriculture
Division, which is in charge of all our rural dovolepmnt
activities.

With kind regards,
Sincerely

Richard H,/ Desmth
Diregtor

Development Se, esg Department
RHD: tf

ce: Mr. Bvans w/copy incoming correspondence
Mr. Steckhan
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February 29, 1968

Dear Mr. Rooth:

,f
I wish to thank you most sincerely for your good I/

[ -
a U

wishes on my leaving the Presidency of the World Bank
and for your detailed comments on my address to the
UNCTAD conference in New Delhi. Your continued interest
in development gquestions end commitment to the welfare
of the less privileged nations are admirable and
heartening. Although we mey not see eye to eye on
every aspect of the development process, I sympathize
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 your good health,
S8incerely yours,

(Signed) George D. Woods

Mr. Iver Rooth
Larsbergsvagen 13

Iidingo I
SWEDEN /Uﬂ( '

LJLind :sfu
Feb. 29, 1968

M)
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February 29, 1968

Mr, Romesh K. Diwan

United Nations Conference on Trade and Development

United Nations

New York

Dear Mr. Diwans
Thank you for your letter of February 2_3:/1 shall

bonryhappytomtwithyouinthnmmnotm&ﬁ.

Please contact me by phone (DU 1-2141) on your arrival.
Sincerely yours,

Herman G. van der Tak
Head, ;Sector and Project Group
Economics Department

HOvdT s sme
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TO:

FROM:

SUBJECT:

LA €55 )

y v(‘&./«’ o

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Files DATE: February 29, 1968

Badri Rao fg'ﬁl

Horowitz at UNCTAD IT

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
staffuL/ 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 natiens.,"

He proposes that part of the additional reserves created by the
IMF under the new Special Drawing Rights (SDR) 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
camplete separation of development from the creation of new liquidity
cannot be rationally explained" he says.

Recognizing that the fleoating 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 IDA
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 '"mew 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

1/ See "The Horowitz Proposal -- A Staff Report", IBRD, February 1965.






Headquarters:

‘Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hntel, New Delhi, India

Letter No, 41 February 29, 1968

Dear Dick:

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

For those whq were wondering what 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 opponenty at the latter's
choice of time; to score a point. Thus it is a Mbuilt~in facility for the
weaker party to a transaction”,

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

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

We are fast returning to the old times of the thirties, with all
their terribly complicated bilateral trade agreements, clearings, etecs

With best regards,
Yours sincerely,

=TT

Arthur Karasz

Mre Richard H, Demuth
Director, Development Sgrvices Degpartment

International Bank for Reconstruction and Development
wgshington, D,Ca
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Headquarters:
Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

.¢/» Ashoka Hotel, New Delhi, India

Letter Noa LO February 29, 1968

Dear Dick:

The second stage of the Confesrence, on substantive discussions,
seems t» be starting.

I am told thzt the "77" are actively working on a draft resolution
the first chapter of which will deal with the volume »f aide It is a
very ambitious text with the purpose of increasing the volume ~f 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, which I have not yet Seen,
will be more important for us because it will be dealing with the
role of the Banke The text is still under discussion. If the L
agree on ity it will contain the well~known ideas of the Algiers
Charter: transformation of the Bank into an M"institution for developing
nations only", provisions for adequate changes in its charter, financing
of public enterprises, joint financing with regional development banks
and, 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 hopes 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 circumstancess.

With kind regards,
Sincerely yours,

QA X\
Arthur Karasz

Mres Richard Hs Demuth
Directory Development Services Dgpartment
International Bank for

Reconstruction and Dgvelopment
Washington, D, Ce
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Letter No. 13 Pebruary 28, 1968

Dear Arthurs

In the first report on UNCTAD (1lst ten days) by Roberta
lusardi to the ICC, which Mike 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 com-
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:s I rather
imagine the former.

If Roberta's inside information is correct and this "contact
group" and a "drafting committee®™ are really set up, we would like
t0 know who the members are and have your confidential opinion of
them as well as of the "Rapporteur and his friends" and the "other
key figures®. I hope this does not add unduly to your heavy
burden of reporting.

Yours sincerely,

Federico Consolo

Mr. Arthur Karasz
C/o Ashoka Hotel
New Delhi

India
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ForM No. 26
(6.65)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE: FEBRUARY 28, 1968 1455
LOG NO. : WU 14/28 ACTION copY: MR. FRIEDMAN
TO: INTBAFRAD INFORMATION
COPY:
FROM: NEW DELHI DECQODED BY:
TEXT:

Hsmnnfzg}/

REURCAB 13YCONFERENCE CONCLUDES MARCH 25 COMMITTEE WORK CONCLUDES
POSSIBLE MARCH 15 SUGGEST YOUR COMING HERE IF POSSIBLE MARCH 10 OR 11
LETTER FOLLOWS REGARDS

FAMILY NOTIFICATION BEING MADE FOR MR SARMA (CBNFERENCE CONCLUDES MARCH 25)

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

DUPLICATE









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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510
c/o Ashoka Hntel, New Dglhi, India

Letter No, 39 February 28, 1968

Dear Dicks:

oes Enclosed please find the first progress repert on the work of
Comnittee Two (Manufactures) prepared by de Fontenay.

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

We shall report on further developments.
With best regards,
Sincerely yours,

\BIY (N

Arthur Karasz

Mr, Richard He Demuth
Directory Development Services Department
International Bank for

Reconstruction and Develrpment
Hashington,; D,C.
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FormM No. 57

TO:

FROM :

SUBJECT :

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

FI1ES Qg DATE : February 26, 1968
Patrick de Fontenay™

UNCTAD TT : First Progress Report on the Work of Committee II

e 000 0 o0 ® 00000 00 00 P Q00 90 % ST ORI ETEOEORO0OSTE SO RES

The Second Committee of UNCTIAD 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 Mr. Ryan of Australia, Mr. Musoke of Uganda is Vice
Chairman and Mr. Mahmood of Pekistan 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.

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

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

The discussion of the first item on the Committeel'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 w1tb Developing Countries, The former document embodies the
demands of the LDC's, the latter the proposals of the developed countries.

Following are the main points emerging from the discussion of
these topics 3

1) Product coverage:

The LDC's stressed the importance of including processed
agricultural products if the general system of preferences was to be
effectivea 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 v 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 that the words about dealing
with "other products on a case-by-case basis" in the O#CD 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
support the principle of granting preferences only a few months before,
and it had not been possible for them to consider the question of
agricultural products in details

2) Duration of the preferential schemes

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 abolisheds 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 the 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 restrictionse. There
could also be exclusions through the application of rules of origine.

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 listss

(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.

L) 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
actiona 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 diffieult, if not
impossible, to develop and apply objective criteria for escape clause
actions. 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 countriese T was mentioned by some
countries that resort to the escape clause should be subject to inter-
national scrutiany, possibly on tne lines of the procedure set out in
Article XIX of the GATT.

(continued oo L)
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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 the 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,
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Was}u'ngton, D.C, U.S.A. A fﬁ

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 563-2510

Letter No, 38 Februery 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 February 5 from Irving Friedman to me which
he calls "Letter Nop 2%, It is a letter of transmittal of a
background paper on Bank Egtimates of Capital Inflow, for our guidance
here in Delhi, worked out by Hawkins under the supervision of Ipving

himself,

So that we can put our files in order, we would like to know ~ — “erJ; ;
whether "Nns 2" used by Irving is part of your ‘numbering system or  _i.f = A
was it an independent number, In the latter case, we are wondering , ¢
what happened to Nos 1. P A

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

With best wishes;

Sincerely yours,

R

Arthur Karasz

Mps Richard H, Demuth
Directory Development Services Department
International Bank for

Reconstruction and Development
Washington, D¢Cs
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Washington, D.C., U. S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi, India

Letter No, 37 February 28, 19468

Dear Dicks o

Irving Friedman, in his cable No, 13“%to Sarma and myself,
says that he expects tn» be in Delhi from about March 13 »r 14, and
stay here until the end of the Conferences 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 may be reached in the last few days »f Committee
work,  Subsequently, in the concluding phase of the Conference,
when again 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 March 25,

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

I would be grateful if you could pass this on to Irving,
With best wishes,
Yours sincerely,

L8 TS
Arthur Karasz

Mre Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development

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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address —- INDEVAS PARIS

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

Te]ephone - 653-2510

c/o Ashoka Hotel, New Delhiy India

Letter Noe 36 Fgbruary 28, 1968

Dear Dicks

P @nclosed 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.
oes L enclose the text of his statement (TD/II/C.B/L,B), as well as the
ese 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 nther., 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 tn provide better advance warning of threatening situations;
provided this is done with discretion. He would nnt favour new
institutional arrangements for this purpose.

OUne quite controversial idea of Dellls is on how to mitigate the
adverse effects of tying. "One way would be to treat the excess of the
price at which gnods are actually supplied over the competitive price
as a grant and not a lnan." Another would be to subsidize the producers
of such goods. Mark has disagreed with both proposalse

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

With best regards,

Sincerely yours,

WA

Apthur Karasz

Mpe Richard He Demuth -
Directory Development Services Department
International Bank for

Heconstruction and Develnpment
Washington; D,Cs
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UNCTAD II ¢+ COMMITTEE III

February 23, 1968 (3.00 p.m.)

Mr. Karasz made a statement dealing with the main points made
in the course of the discussion in the Committee and in the Alglers
Charter pertaining to the World Bank Group.

Turkey, Ukraine, Rumania, Afghanistan, China, Rwanda and
Somalia were among tne countries winich made fairly brief statements.

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

Spain attached the highest importance to education and to
maintenance of a balance between agriculture and industry in the
development of a country. The 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 hie
country sinee Independence. However, despite all such efforts,
export earnings of these countries were not likely to improve notice-
ablys 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, Mr. Sidney
Dell made a statement on problems of external indebtedness and terms
and conditions of aid (the next main agenda item),

Mry Dell, in his statement, referred to the sizeable proportion
of debt servicing in gross capitai flows, and the manner in which
commercial credits were compounding the debt probleme The tying of
aid was a further complication; this rendered the effective rates of
interest substantially higher than the nominal rates which were
themselves high. [Esseatially, the terms of tied aild should be
softer than those of untied ald. He posed the following questions:

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

(continued 2)



2) The liberalization of aid tying, and effort to
mitigate its adverse effectis;

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

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

ccs Mr, Karasz (2)
Mr. de Fontenay



UNCTAD II ¢ COMMITTEE III
February 26, 1968 (3+00 pem.)

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. resolutions 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 IDC's,

Israel advocated the setting up of a special Economic Advisory
Service within the U.N. Organization, 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 involveds 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 Mre 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. i

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 umnaturally, with the use of commercial credit for
development.

As for the re-scheduling and consolidation of debt, the debt
problemscan 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 aide Further, the particular difficulties of certain countries
arising from their balance-of-payments position had to be recognised.

N-A\/QW:*

N. A, Sarma
ccs Mr. Karasz (2)
Mr.de Fontenay



UNCTAD II ¢ COMMITTEE IIT
February 27, 1968 (10.30 a.m.)

The Chairman summed up the discussions on agenda items relating
to external and internal resources.

¥r, Dell took exception to certain references made by lMr. Mark
to his earlier statement introducing the agenda items on Debt and Condi-
tions of Aid. Specifically, Mr. Dell 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 the
recommendations of the U.N. and DAC resolutions on the 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 coste 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 financisl organizations.

Ambassador Swaminathan of India extended full support to the
statement by Mr. Dell on the 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.X, 1In 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
LDC's, through aid tying.

Australia stated that its ald was mostly in grant and grantlike
form; such btied aid imposed no burdeus on receiplent countries.

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

NA-%

Ne Ao Sarma

ce: Mr. Karasz (2)
Mr. de Fontenay
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February 27, 1968

Dear Mr. Wright:

Mr. George D. Woods, President of the Bank, /nphd
me to acknowledge your letter of February lst:h‘{nd to
thank you for taking the time to express your reactioms
to his address to the meeting of the United Natioms
Committee on Trade and Development in New Delhi recently.

Sincerely yours,

Lars J. Lind
Deputy Director of Information

Mr. Samuel C. Wright
7172 La Presa Drive
Hollywood, Californis

‘&:m:jas

c.c. Mr, Woods with incoming
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February 27, 1968

Dear Mr. Oza:

Mr. GCeorge D. Woods, President of the World Bank,
Lasked me to acknowledge receipt of your thoughtful
| letter of February 12th addressed to him at the meeting
of UNCTAD-I1 in New Delhi, and to thank you for your
generous response to his address to that ntﬁcttu.
He is also grateful to you for sending your own thoughts
about some of the problems of development which he dis-
cussed in his address.

Sincerely yours,

Laxs J. Lind
Deputy Director of Information

Mr. A.V. Oza

100 Jawshan Nagan
Room No. 4, lst Floor
Goregaon (West)
Bombay 62, India

/g‘{‘m: jas

c.Co, Mr, Woods with incoming

2. “






el HD

Heaclq’uarters:
Washington, D.C., U. 8. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hotel, New Delhi,

India
Letter Noo, 35 February 27, 1968
Dear Dick:
cow I enclese 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 Cermany say that existing international
financing agencies could be a second source of funds for prefinancing.

I wonder whether we should reflect on this point or would it
be preferable to wait for further discussions? Maybe I will cable
you on the basis of this week'!s meetings,

With best regards,

Sincerely yours,

Q.

Arthur Karassz

Mre Richard He Demuth
Directory Development Services Dapartment
International Bank for

Reconstruction and Development
Washington, DoCe
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Form No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
To: FILES Q{ DATE: February 22, 1968

FROM: Patrick de Fontenay ‘|
SUBJECT: UNCTAD IT : Second Progress Report on the Work of Committee I

® 2 02 P0G OO OBOROHOBOVRNSBEODOOTRTOIDEeORNOOS IBeORNDTRN

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 :-

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

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

BT R] 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 tluctuations;
(b) To obtain the highest possible earnings from

exports of primary products;

(continued sas 2)



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

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

All groups fevoured 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 a™remunerative! 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 considereds The developed countries
did not share the LDC's enthusiasm for buffer stockse ‘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 evidente The socialist countries considered buffer stocks less
important than bilateral agreements and long~term contractse 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 marketss
Germany, on the other hand, thought that buffer stock interventions
should be confined to the spot market.

(Continued +s 3)



3) FINANCING OF BUFFER 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 Studye
Mexico, however, suggested that private sources of funds be explored.

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

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 stocks. 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.

L) POINTS OF DISCUSSION PRESENTED BY THE SECRETARTAT:

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
Charters 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 LDC's were in favour of arriving at a timetable for
negotiations under the auspices of UNCTAD on commodities on the
agreed liste. 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 actione As for other commodities, a list should be prepared
indicating those for which arrangements should be concluded and the
Secretary~General of UNCTAD should consult delegations about the
opening of negotiations. For a third category of products, the

(continued oo L)



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
g
programmes' .

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

Eight Meetings on t "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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CAFITAL, 15th FEBRUARY, 1968

"UN.C.T.AD.: The First Fortnight

in_Retrospect

(BY A SPECIAL CORRESPONDENT)

THE current meeting in New Delhi
of the U.N. Conference on Trade
and Development has highlighted the
wide gap between what the developing
countrics need and what the developed
nations can give, to solve the world’s
biggest problem of poverty and hunger.
But it would be wrong to imagine that
the UN.C.T.A.D.-II would suddenly
lead to a loosening of the purse strings
of the richer nations and increase the
flow of aid to the developing countries
in the near future.

There were two distinct strains in
the speeches of the principal partici-
pants, notably the spokesmen of inter-
national ~ organisations  such  as
J Thant, George Woods and Raul Pre-
bisch. One was that it was in the in-
terest of the advanced nations them-
selves to do the maximum possible to
fight poverty on a global scale. Peace
was indivisible and so was progress, and
the two were interlinked, Mrs. Gandhi
aptly pointed out in her inaugural
speech. The sentiments were echoed
by those who spoke for the U.N. and
allied agencies. The other was that the
developing nations had to do a lot
more than they have been able to do
so far to help themselves.

Human nature being what it is, the
developed and the develoging nations
stressed their respective difficulties in
their statements and tended to gloss
wer their duties, the poor asking for
_verything and the rich offering practi-
cally nothing more than what they
thave already given. In the process
some harsh truths were uttered by both
sides. It is in the nature of diplomatic
negotiations that opposite sides should
start by taking rigid postures. What
happened during the first fortnight of
the UN.C.T.A.D., therefore, need not
be a fair indication of what may
happen during its last few days towards
the end of next month.

The most forthright and balanced
exposition of the problem came from
Mr. George Woods, President of the
World Bank. What he said was parti-
cularly bitter for India even though it
was a bitter truth. India was the only
country Mr. Woods chose to criticise
by name and did so severely. It was
a sign of maturity that the authorities
in New Delhi toolz the comment in the
spirit in which it was meant. Since

Mr. Woods has been a great champion
of the Indian cause, his well-meaning
criticism should not be misunderstood.

Mr., Woods had perhaps a special
reason to attack India by name.
Although India is the largest recipient
of foreign aid, she has lately been pas-
sing through acute economic difficulties.
This has made several friends abroad
despair about her future. The latest
report on the economic situation in
India by a team of experts from the
World Bank paints a very gloomy
picture of the country’s economy. Mr.
Woods’ description of India as a
country “where hope has dwindled to-
wards ~despondency” perhaps aptly
summed up the main contents of the
report which has - estimated India’s
balance-of-payments deficit at around
$1,800 million this year without any
hope of improvement in the foreseeable
future.

What Mr. Woods had to say about
developing countries in general was
equally forthright, though unpalatable.
He felt that one of the basic short-
comings of these countries was the
failure of leadership. It was a “leader-
ship which does not lead”. It tries to
place the blame for internal mis-
management on other countries, and
finds it difficult to enforce measures
that call for some sacrifice for the sake
of a better future. Agriculture was
still not receiving the attention it
deserved and the population problem,
the' most “stubborn of all”, had hardly
been tackled with earnestness. All these
are hard realities and no amount of
foreign aid can improve conditions in
countries which are not prepared to
take the basic steps suggested by Mr.
‘Woods.

Having delivered a tough sermon to
the or nations, Mr. Woods was
equale0 unsparing on the rich. He told
them ~that two-thirds of humanity
today lived in the poorer countries.
Due to their faster growth they would
account for three-fourths of the
world’s population by the end of the
century. At the same time, the wealth
of the richer nations will increase.
Their gross national - product is now
$1,500,000 million. It will grow to
$6,000,000 million, a four-fold increase,
by the end of the century. This will
lead to a fantastic gap in the standards
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of living of the one-fourth of mankind
living in the rich countries and the
three-fourths living in the poorer
nations. 1he social and political con-
sequences of such a startling gap in a
shrunken world can easily be imagined,
the World Bank President pointed out.
From this it followed that a massive
effort by the rich peoples of the world
to uplift their poorer brethren was
inescapable.

U Thant, the U.N. Secretary General,
added another dimension to the same
theme when he said that “with or
without” aid and “with or without”
trade benefits, the developing countries
“will” somehow find their way out of
their present poverty. The real ques-
tion before mankind was how this
should be done. Should it be done
through an “autarchic pattern of deve-

lopment” or should it be achieved
through “peaceful and democratic
methods?”

Perhaps, as Mr. Woods said in his
speech, “there is no such thing as
instant or painless development.
Development — requires  deep-seated
changes ; these are not only going to

" take time, as more and more people

are beginning to realise but they no
doubt will lead to continuing turbu-
lence and even violence. For this, the
nations providing assistance must rea-
listically be prepared; they must not
be discouraged or deterred”.

Thus, while a certain element of
“turbulence” or unsettling change was
inevitable in the process of develop-
ment, U Thant was posing really a
more basic issue, that of making a
hard choice between a system of co-
operation between the rich and the
poor on the one hand and their com-
plete segregation from each other on
the other. The Secretary-General
perhaps had the example of commu-
nist China which has chosen the later
path. This has meant that one-fourth
of mankind has entered a stage of self-
imposed isolation ; with what results
to itself and the world only the future
can tell.

In this three-cornered confrontation
—between the rich, the poor and the
international mediators—the Russian
bloc of socialist countries seemed to be
playing only a passive role, something
which was not good for the morale of
either the rich or the poor. The leader
of the Russian delegation supported
the developing countries’ demand for
aid, but he looked upon aid as “only
partial compensation of the damage
caused to developing countries as a
result of colonial domination and neo-
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colonialistic policy”, The demand, the
Russian delegate, Mr. N. S. Patolicheyv,
said was “justifiably addressed” to the
“developed capitalist' States”. He clearly
implied that it was not addressed to
Russia and the other socialist States.
But here he was totally wrong.

By such a statement Russia can
hardly claim to have championed the
cause of the less developed or of hay-
ing been of much help to them. Aid
is being sought not as compensation
for past injustice but as part of a new
“global strategy” of peaceful co-exis-
tence which Russia has been support-
ing for a long time. The Russian dele-
gate reminded the world of the supreme
sacrifices made by the people of his
country to reach the stage of develop-
ment they have now achieved. .Mr.
Patolichev was only saying politely
what the leader of the delegation of
the European Economic Community
said a bit more bluntly—that the
primary responsibility for development
lay on the developing countries them-
selves. But it would be as deplorable
for Russia as for the developed nations
of the West to assume that this absol-
ves the socialist countries of their res-
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ponsibility to do anything by way of
airect aid to the poor nations. y

The only point which the Russian
delegate seemed to emphasise with
some vehemence reiated to kast-West
trade. He wanted restrictions on trade
between the socialist countries and the
developed western countries to be
removed. It 1is not yet very clear
whether, in addition to helping the
sociaiist countries, this measure would
also help the developing countries.
What Russia has to realise is that the
socialist system has a greater stake in
the quick progress of the developing
countries than the advanced “capita-
list” countries.

A heartening feature of aid in recent

.years (and this was justifiably taken

note of by both U ‘lhant and Mr.
Woods) is the keen interest shown by
the smaller among the developed
countries in assisting the less developed
nations. Canada, Denmark, the Nether-
lands, - Sweden, Australia and New
Zealand are notable examples of
‘countries which are doing their bit to
improve the conditions of aid. The
have decided to “increase their bud-
gets for development assistance, in

‘some cases by as much as 25 per cent

annually over the ‘next few years”.
This is not only welcome in view of
the balance-of-payments difficulties of
the major donor countries, but also
because it generates a better atmos-
phere for aid. Canada’s willingness to
untie part of its aid and the stress laid
by Australia and New Zealand on
giving grants rather than credits are
helptul signs.

But it remains a fact that the major
burden of the responsibility to give aid
will have to be borne by the few more
rich among the richer nations, namely,
the U.S.A.,, West Germany, the UK,
France and Japan and, of course,
From the Russian delegate’s
speech, it seemed obvious that his coun-
try does not wish to participate as yet
in an international “scheme to give
assistance and wishes to pursue its own
independent ' policies in the matter.
This leaves the few major western
countries to shoulder the burden with
the help of the smaller members of
the far-flung western community.

The immediate response of the
major countries, especially the U.S.A.,,
France and the U.K., ‘cannot be des-
cribed as being very helpful. While
the US.A. and the UK. have tried to
project their balance-of-payments diffi-
culties, France has tended to stress its

“been going through.
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selective approach of assisting coun-
tries with wnom it has traditional ties,
As was correctly pointed out by the
majority of speakers, the “temporary”
balance-of-payments ditficulties of the
rich should not obscure the more fun-
damental and more urgent long-term
objectives that were vital for the sur-
vival of human civilisation. Also, it
was stated by many that the difficulties
the rich were now facing were nothing
compared with the extreme privations
and hazards the poor nations have
France was no
doubt justitiably preud that it was con-
tributing to the poorer countries more
than the targeted 1 per cent of its gross
national product, but it could perhaps
be more universal in its generosity.

In all this talk, the same message of
the Pope long before the U.N.C.T.A.D.
seems to have been lost upon all the
participants. The Pope had said that
the rich nations could ‘ignore at the’
own peril the urgent need to help th.
poor generously. Helf could be given
by allotting a part of their resources
now spent on the arms race for deve-
lopment in the backward regions. The
very timely appeal of the Poge seems
to have been lost upon the delegates.
But this appeal should be heeded not
only by the developed but also by the
developing nations. Countries which
are struggling for survival simply
cannot aftord to waste scarce resour-
ces on building up armies on a lavish
scale merely to destroy each other.
Such chauvinism does not go well with
the appeal for aid. Clearly, a policy for
peace among the developing should go
side by side with a policy for aid. The
developing nations are the loudest in
appealing for peace among the P
Powers but are least inclined to addres.
the same appeal to themselves and to

practise it.

The less developed powers have also
shown a poor understanding of the

“world economic situation by not being

more accommodating to each other,
India, for instance, has been loudly
leading for policies which would bene-
t the more developed among the
develoPing, but has been lukewarm

‘about those meant to benefit others

among the “77”. She prefers genera-
lised preferences on manufactures -and
semi-manufactures  to commodity
agreements. In the field of aid, she is
ot too vocal on the issue of supple-
mentary financing as it may mean
diversion of the aid she now receives
through bilateral arrangements to

‘other less develop'ed nations. = Mult-
lateral giving will also mean multi-

lateral taking. This India seems to fear,
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The U.N.C.T.A.D. Session Discusses the
Issue of Reverse Preferences

(FROM OUR NEW DELHI CORRESPONDENT)

A minor cold war came to the
surface in the U.N.C.T.A.D. session
last week concerning the issue of
reverse preferences. The leader of
the U. S. delegation, Mr. Eugene
Rostow, claimed that such prefer-
ences often burdened developing
countries by increasing the cost of
their imports.

THE UN.CT.A.D. session dominat-

ed the past week in New Delhi.
A minor cold war came to the surface,
when the communist spokesmen,
mainly Bulgarian and Russian,
attacked the war in Vietnam and
demanded the representation of East
“ermans at the conference. Looking
vack, it could be said that the Com-
munists left no impact on the confer-
ence largely because they had nothing
to offer. Neither have they contribut-
ed nor have they promised to set aside
1 per cent of their gross national
product for aid to developing coun-
tries. Their main strategy appears to
be to destroy the market economy in

sl o Wb o SRRt

the developed countries by marching
over the shoulders of developing
countries. This is what the leader of
the Russian delegation, Mr. Patoli-
chev, said at the conference.

“We maintain that western coun-
tries should remove quantitative and
other restrictions on imports from
socialist countries, that these countries
should abolish prohibitions and
limitations in relation to exports of
goods to socialist countries, and that
the countries of the East and the West
should build their trade relations on
the most favoured nation principle.

“We stand for the conclusion of
commodity stabilisation agreements
on such important goods as cocoa,
beans, sugar, oilseeds, vegetable oils,
cotton, citrus, bananas, lead and zinc,
petroleum, copper as well as iron and
manganese ores and hard fibres.

“Conditions of trade accorded by
developing countries to socialist States
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should not be less favourable than
those granted to developed capitalist
countries.”

Beyond detailing their achieve-
ments in India and the United Arab
Republic, the Russian delegate did
not discuss how his country proposed
to liberalise imports, even from the
developing countries. It is true that
both Russia and Czechoslovakia have
offered to buy manufactured articles,
particularly from their own-created
units from India. The question of
price, however, is of basic importance.
Unlike Indian exports to the West,
those to the communist bloc are by
the exchange of goods. The socialist
countries, having no market economy,
have only one seller, namely, the
State, which fixes the prices. Indian
goods are imported on negotiated
prices and not at a price fixed by the
Government of India on the basis of
the cost of production of an article.
As reported earlier, the communist
bloc dislikes to trade with the State
Trading Corporation. It will like to
trade in the open market.

The French and the German dele-
gations spoke some home truths. The
German delegate, Dr. Karl Schillar,
said that “development policy must
be based on the political economy

e e s - e R R S " e e e e e < .
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and not on a political myth”. This
means also that aid given by the in-
dustrialised countries must be accom-
panied by an adequate economic and
financial policy in the developing
countries.”

The French delegate, Mr. Michel
Debre, went a step further. He as-
serted that “there is no magic medi-
cine which eliminates the need for
work and productive effort. We
must, therefore, be on our guard
against certain formulae which en-
courage the belief that all countries
can benefit, systematically and un-
interruptedly, from the artificial crea-
tion of monetary liquidity. Aid to the
developing countries must be sub-
tracted from the income of the deve-
loped countries ; it means, that is to
say, a transfer of wealth, rendered
possible by their steady growth.”

There is not only a conflict between
“he socialist and industrialised capi-
alist countries, but also between
developing countries and highly in-
dustrialised capitalist countries. Differ-
ences have arisen over what are called
the “reverse preferences”, such as
Commonwealth preferences and the
preferences prevailing between France
and its African zone.

The leader of the U.S. delegation,
Mr. Eugene Rostow, made a pointed
reference to the issue of “reverse pre-
ferences.” He claimed that “such pre-
ferences often burden developing
countries by increasing the cost of
their imports. He added that “while
we recognise that there are reasons for
these preferences, reasons of history
in some cases, or as compensation for
»'d programmes in others, they have

ome an anachronism. The reci-
pients of ‘reverse preferences’ have
often stated that they do not insist on
these preferences, and that it is up
to the developing countries them-
selves to decide whether they should
be continued. For its part, the
United States has already agreed with
the one country which grants ‘reverse
preferences’ to us, the Republic of the
Philippines, that the ‘reverse prefer-
ences’ will not be extended when the
present agreement expires. For us,
there is an element of equity in this
issue: is it reasonable that the United
States should give a preferred position
in the American market to the pro-
ducts of countries which discriminate
against American goods? I believe
the question answers itself.”

The demand had a mixed recep-
tion. While the Commonwealth
countries, and in particular, Britain
and Canada were prepared to discuss

the issue, the French reply was a cate-
gorical “no”.

Both the U.S. and German delegates
emphasised the role of private capital
which, in addition to tinance, could
provide technical know-how and
managerial skill. Mr. Rostow said
that “those who focus on the econo-
mic resources which the Governments
of free-enterprise nations are able to
provide are looking at the peak of
the iceberg—not to the larger re-
sources which support it.” He cited
statements in a report by the
U.N.C.T.A.D. Secretary-General, Dr.
Raul Prebisch, showing that from
1961 to 1965, the more rapidly grow-
ing countries received an average of
$2 80c. a head annually in private,
long-term investment, compared with
only 23 cents in countries where
growth lagged behind.

The British delegate, Mr. Crosland,
avoided most of the controversies. He
made it clear that his country, for the
present, could not increase the
amount of aid, adding that “its flow
could not be increased simply by set-
ting higher targets but would be more
influenced by the taxpayer’s belief
that this aid was making an effective
contribution to development. Despite
the United Kingdom’s present
balance-of-payments difficulties, which
inevitably resulted also in a reduc-
tion of its commitments overseas, the
Government even now foresaw certain
increases in the fairly near future:
the U.K. contribution to the re-
plenishment of the funds of the Inter-
national ~ Development  Association
(LD.A.), additional aid for food sup-
plies agreed on duiing the Kennedy
Round, and further economic aid to
Malaysia and Singapore to help deal
with the economic consequences of the
United Kingdom’s military  with-
drawal”.

While various delegates were try-
ing to score points, Canada came out
with a clear-cut statement of her plan
to assist the developing countries. Its

‘leader, Mr. Robert Winters, told the

conference that “it is not enough
simply to increase the flow of aid.
Greater assurance must be provided
so that aid will be forthcoming at
levels sufficient to support the long-
term- objectives of national develop-
ment plans. To help provide that
assurance, Canada has now introduc-
ed a policy of forward commitments
up to five years for countries where
she has major aid programmes. This
enables Canadian assistance to be
much more effectively integrated with
national development plans. It also
helps these countries to undertake
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long-term planning on a more ration-
al basis.

“Canada is prepared to consider
further steps to counter any harmful
effects whicn may arise from the tying
of aid. In our bilateral programmes,
we will continue to concentrate on
the provision of goods where we are
competitive. Wherever feasible, how-
ever, we are willing to subject the
provision of these goods to inter-
national competitive bidding.

The problem of increasing indeb-
tedness 1s one of growing concern in
a number of developing countries.
This is a problem whicn we shall have
to tackie it the long-run economic
stability of these countries is to be
protected. It is essential, therefore
that the terms of aid should be more
directly related to economic circums-
tances and the debt-servicing capacity.
Canada attaches a high priority to a
greater harmonisation of the terms
on which aid is provided.”

He, however, added that if the need
of the developing countries for an ex-
panding volume of aid is to be met,
it is important to maintain and en-
hance public support in the developed
countries for the concept and ‘the
purpose of this international transfer
of resources. This support can best
be assured if the resources so trans
ferred are seen to be making an effec-
tive contribution not only to eco-
nomic development but to inter-
national harmony and co-operation
as such.

The out-going President of the
World Bank, Mr. George :D. Woods,
said that “we must be frank to say
that in many parts of the world. the
situation is discouraging, even dis-
turbing. Here in our host country,
the home of one-seventh of all the
human race, after 20 years of inde-
pendence, many millions of people
have yet to experience more than the
feeblest manifestations of = progress.
Those who believe as I do that India
is engaged in a task of deep meaning
for all the developing countries, must
be gravely concerned by the uncer-
tainties that cloud her national life.
India is an exceptionally dramatic
case because of its size and its loca-
tion on the troubled Asian continent;
but it is by no means the only coun-
try where hope has dwindled towards
despondency.”

The U.N. Secretary-General, U.
Thant, who paid a flying visit to
Delhi during the past week, rung
down the curtain, for the time being.
He said that “my own view is that
developing countries will in any case
find their own way towards the solu-
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what should

Buy it/smile polilely

Smile politely.

Because systems equipment isn’t
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tion of the economic problems that
now confront them and that in the
long run they will overcome the obs-
tacles which they face, with or
without a better framework for
world trade, and with or without
more external financial resources.”
The conference is Now engaged on
its committee stage Of work where

reality is not disguised under the
smoke-screen of  oratory. Here
Africans are seen hitting hard even
at the friendly communist countries
and communists are seen bargaining'
with their other camp-followers. This
bargaining will continue for weeks.
Meanwhile, most of the Ministers
have left or are leaving Delhi.






February 26, 1968

Dear Morarji: v////

Many thanks for your letter of February 14 'ead the compre-
hensive statistics you sent with it concerning 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 speech was to amend the text -—-
first, to imclude some of the positive language of your letter,
and second, to modify the sentences which troubled you. This is
being done in the versiom of the speech which is now being printed;
and T am 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-
ress” is a most valuable compendium but it is too extensive to be
used as you and I originally discussed. However, we are now com-
sidering other ways of putting these data to work.

1 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 imstrumental 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,

gSigned! ceczse . Wools

George D. Woods

Enclosure

The Honorable

Morarji Desai

Deputy Prime Minister and T
Minister of Finance \y

Government of India ‘pV

New Delhi, India

| %\ W’“ ’”)V

HG:ap | éiLJ

W

cc: Messrs. Rajan, Karaé%, William Clark
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Amended Text

We must be frank to say that in many parts of the world, the situation
is discouraging, even disturbing. Here 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 emgaged in a labor of deep meaning for all
the developing countries must be gravely comcerned by the uncertainties that
eloud her national life. India is an exceptionally dramatic case because of
its size and its location on the troubled Asian contiment; but it is by no
means the only country where growth needs to be much faster if hope is net to

dwindle toward despondency.

Original Text

We must be frauk to say that in many parts of the world, the situation
is discouraging, even disturbing. Here in ocur host country, the heme of
one-seventh of all the human race, after 20 years of independence many mil-
lions of people have yet to experience more than the feeblest manifestations
of progress. Those who believe as I do that India is engaged in a task of
deep meaning for all the developing countries, must be gravely concerned by
the uncertainties that cloud her national iife. 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 hope has dwindled

toward despondeucy.
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CROSS REFERENCE SHEET

COMMUNICATION: SENIOR STAFF MEETING ggM/M/68-8

DATED:  pebpuary 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-
ermment, 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.






Headquarters:

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

o8

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address — INDEVAS PARIS

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

Telephone - 5532510

c/o Ashoka Hotel, New Delhi,
India

Letter No, 3L February 27, 1968

Dear Dick:

In my letter Noas 15, I reported to you about my conversation with
Mro. Woods concerning, among others, his views on how this delegation
should behave at the forthcoming discussions on supplementary financea

Jalan saw Irving Friedman before leaving for Delhi. Irving teold
him of his conversation with Mr. Woods, at a luncheon, »n the subject
of supplementary finance, Jalan prepared a memo on his conversation
with Irving, dated February 23, copy of which I enclose,

With best wishes,

Sincerely yours,

Q ‘/\/LL_,

Arthur Karasz

Mry Hichard He Demuth
Directory Development Services Department
International Bank for

Reconstruction and Develnpment
Wgshingten; D.C.,
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February 23, 1968

Mrs Friedman's Conversation with Mr, Weods nn Supplementary Finance

Prior to my departure for Delhi to attend the meetings on
supplementary finance, Mp, Friedman teld me that during his luncheon
conversatien with Mr, Woods today, the following points emerged:

(1) Mr, Woods is cenvinced thet the Scheme will come inte
existence. He likes the scheme and fully supperts it.

(2) He is not worried about the question of Apgency and
believes that in any case it will invelve some form nf
Bank-Fund cnllaboration,

(3) Mr. Woods feels that at this stage, our role should be that
of explaining the scheme rather than advocating it; we as staff
are already caearly identified with the Scheme and nur
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 smount »f
political bergaining among various groups of countries, and
we shnuld not inwlve ourselves in this.

(L) On financing, ir. Woods said that we should oe careful mot |
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






H ;adquarters: %
Washington, D.C., U. S. A. / :

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS
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Telephone - 553-2610
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India
Letter No, 33 Feoruvary 26, 1968
Dear Dicks
vos Further to my letter of February 22 (Nos 28), I enclose

summeries on Committee Three meetings which took place on
February 21 and 22.

With best wishes,

Sincerely yours,

VN M

Arthur Karasz

Mry Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Devel opment
Washington, D,C.
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UMCOTAD IT ¢ COMMITTEE IIX
F.bru‘ry 21. 19“ (3.% Pomo)

Continuing the discussion on "mobilizmation of internal
regources”, the U.3.5.R. representative gave a descriptive account
of the experisnce of nis eountry, and underscored the decisive
impact of social and economic reforms, when effectively implemented,
on the mdbilization and use of resources.

The U.8. representative recognised this was one of the most
dif ficult subjects to deal with. The guestion: what are the
important areas of economie performance and how geod has performance
been? was the central one. He expressed scepticism about world
wide reviews and aggregative sstimates. As for expsrt and impartial
evaluation of plans and performance, the proposal for new machinery
was not a productive one; existing facilities and institutional
machinery have improved over the years, and effort should be made to
rationaliszse and improve them. lowever, further work in the nature
of country studies awd collating country expsrience was to be
eacouraged in the UNCTAD Secretariat. We should all recognise, he
said, that economic developmunt of nations was a long drawn process,
and should strive to use exteranal resources effectively; this would
help to improve the climate (political will) for aid in developed
eountries.

J suggested that major initiatives should come primarily
from LDC's,in view of the primacy of domestic effort in the
development process; uor was this merely a question of savings rates
or any other single aspect; the development process was a most
complex one. He cited the experience of Japan in the earlier years
of her development, %o bring out the possibilities for higher savings
rates even when per capita income levels were rather low. The
nature of investments was as important for the development process as
the level of investment; it was fairly obvious that agriculture
and education should be aceorded high priority. VWhile supporting
Mr. Yoods' proposal for an expert examination of developuent
experience and problems, the Japanese representative suggested that
adequate consideration should be given to the question of criteria

to be uged in any such examination.

Switzerland noted one of the attractive features of a scheme
of .uppﬁmﬁ?i Tinance was the support it seeks to extend to the
efforts of LDC's to maintain their export sarnings.

The International Monetary Fund, the World Bank Group and the
regional banks did not always spproach questions of internal resource
mobilization in the same meanner, and there was need for a co-
ordinated approach. This, again, seemed to be a feature of supple~
mentary finance proposals. It would also be useful if the LIC's
devised ways and means of exchanging deta and relevant information
among themselves, on the basis of their experience in mobilisziag
resources.

(cmtmw e 2)



The representative of Burma noted that self-help had been
the keynote of Burma's development policy for many years. lHowever,
in their own experience, often the foreign exchange estimetes went
wrong, aud this proved & serious difficuliy iu the implementation of
development progremmes. This experience was, in his view, relevant
to & conslderation of supplesmentary finance.

Tax levels had risen in several LUC's ia proportion to national
product inspite of difficulties due to low income levels and problems
in taxing the agricultural sector.

Oa the question of aa impartial machinery for evaluation of
prograumes, policies and performance, Hurms was of the view thet this
should be undertaken by & sultinational body; the most suited for
this was the United Hations Capital Developwent Fund.

U.Ke. agreed with the U.S5. regarding the climate for aid in
developed countries, and underlined the vital importance of good
policy measures in LIC's, including especially proper project prepara~
tion, intended primarily for the efficient use of available resources.

The representative of %ﬂ. noted that the object of
development programmes was & t varied; 1in addition to growth
which was the primary objective, there were considerations related to
the price situation, external reserves position and the like. Some
incompatibility wight arise, and this rendered evaluation all the more
important.

As for an international machinery for such evaluation, Brasil
would welcome an exteusion of consultative groups and co-ordination
of aid under the leadership of the World Bank or regional development
banks; at the same time, an independent evalustion would be useful,
as proposed by Hosenstein Hodan.

Noa oy

fe Ao Sarma

ces Hr. Karass (2)
Mr de Fontenay



UNCTAD IT ¢ COMMITTEE IIX
February 22, 1968 (3.00 pems)

SYRIA supported the 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 pelicies and efforts to the flow of external resources and their
effective utilization. The representative of Italy referred to the
intere-relationship of development aid, supplementary finance, the
financing of buffer stocks and more generally, commodities stadllization
arrangementss

The representative of Canada referred to the significance of
$he planning process in LDC's, and the ability of developing countries
t0 build up their own technical and other fagilities in various fields.
Improvements in this regard would also react favourably on the
political will in developed countries for giving aids, He referred to
the important advances made in aid co-ordination especially by World
Bank Consortia and Consultative groups. Fuller 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 Cermany emphasized the role that priva® investment could
play, and more generally, the effectiveness of domestic resource
mobilization in improving the scops for external assistance.

Pakistan referred briefly to its policies towards resource
mobilization; 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 ald 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.

gl\y\/wq
No A. Sarma -

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






Heaclqua:ters:
Washington, D.C., U. S. A. S~

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address —- INDEVAS PARIS

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

Telephone - 553-2510

c/o Ashoka Hntel, New Delhi,
India

Letter No, 32 February 26, 1968

Dear Dick:

In my letter Noas 30, I described the difficulties of the
plenary in connection with Seuth Africa.

The anly reel victim »f this incident was Watanabe who had
waited for several days in order tn deliver his statement on the
Asian Development Bank to the plenary meeting.

In the emd; he lost his patience and left far Manila., The
text »f his statement; which I enclese, was later distributed.
(In reality, this would be an ideal solution for practically all
the statements we have t» endure in the plenary),

With best wishes,

Sincerely yours,

WM,

Arthur Karasz

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

Reconstruction and Devel~rpment
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 yeai as.the third instalment. From these resources, we recently extended
our first loan to the IndusfrialjFinance 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 missidn is going to Korea to help establish an Agricultural and Fishery
Developmént Corpoﬁétiona We have been asked to send more technical assistance

missions by several other member countries.

Today I would iike 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 dévéléping 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

v

* 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
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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 couﬁtry. 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
spirlt 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-regiona1 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 Bank has conducted an
extensive agricultural survey and was asked recently by a group of South Bast

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 ruin 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
. sickness, we should provide constant consultation and advice so that the
financial assistance 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 confidenoco in
its impartiality, in a more flexible and sympathetic fashion than other

institutions.

Lagtly, I would like to touch upon the problem of the additional resources
we would like to have to amplify and diversify our activity. Aé 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 aevelopments in the world capital
markets. In due course, I am hoping, we can faise 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
tn» our Bank.

I would hope that this brief statement has told you something about the
Asian Development Bank, a new addition to the instruments te accomplish the
purpose of UNCTAD.



tter No. 12 February 26, 1968

Dear Arthur:

This is a belated follow up to my letter No. 6 of February 16.\/
I feel I must explain the delay, though I am sure you will not think
it is due to negligence on my part. I was in New York one day longer
than I had anticipated, because an unexpected and long visit by Mr.
Woods in our UN office on Monday the 19th made me postpone various
appointments to Tuesday.

We, as of today (Monday), have now received your letters No. 1
through 25, mostly dealing with the General Debate. I think also
that your cabled enquiries have all been taken care oft you will v
also have received a letter from Gunter Wiese dated February 23 with |
details on the Brazilian query. .

I dont think there is any more I have to say at this moment.
There may be more developments as the Conference progresses, but
anything will, I am sure, be more ably handled by Shirley when I am
away.

Our warmest regards to Eva,

Yours sincerely,

Federico Consolo

Mr. Arthur Karasz
C/o Ashoka Hotel
New Delhi

India
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THOMAS J. MCINTYRE, N.H.

WALTER F. MONDALE, MINN. 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,
M"\\ "

4 Jﬁ@;w %
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CONFERENCE DES NATIONS UNIES
SUR LE COMMERCE ET LE DEVELOPPEMENT

UNITED NATIONS CONFERENCE
ON TRADE AND DEVELOPMENT

TELEGRAMS : UNCTAD, NEW DELHI
30191 VIGYAN BHAVAN
TELEPHONES ! 35171 ANNEXE VIGYAN BHAVAN
NEW DELHI-1
rer. no.:  TD/965 25 February 1968

Dear Mr. Kamarck,

Pursuant to our previous spf;:spondence and in particular to your
telegram to me of 31 Januaxy 1968y 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 ingview of the fact that the document was being submitted in the
form oﬂégegular 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 yéurs, and with best personal regards,

p /2
Hﬁrzy H. Bell,
Director, Résearch Division

Mr. Andrew Kamarck,

Director, Economics Department,

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

WASHINGTON, 20043, D.C.

UsS. A,

v
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D 965 24 Pebruary 1968

Dear Bela,

I enclose a copy of a self-explanatory letter to Andy Kamarck, and I am
forwarding under separate cover 15 copies of your paper as issued on
15 February 1968 under UNCTAD designation TD/%;.

T regret that we were unable to take account of the changes suggested in
your letter of 12 Februarx 1968, which only reached us yesterday after the
document had already been issued. So far as I can see from a cursory comparisén,
the only substantial omissions in our version, as comparcd with your final
version, are the parventhetical insertion of "z26 per cent)" in paragraph T and
of your reference (in your paragraph 13 and our garagmph 12) to the fact that
the expected expansion trade of 202.5 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 e nough towarrant issuance of a
corrigendum as far as the Secretariat is concerned, but I would of course take
account of your wishes in this matter. With regard to the last sentence in
your paragraph 12 explaining your method of calculation of impact of the Kemmedy
Round changes, I call your attention to the footnote we inserted at the bottom
of page 9 (Table 3), which I believe adequately covers the matter. (Contraxy
to your tex;s, 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 regulaxr UN TAD document
we had to run it through the usual editorial rocedures of the Secretariat,
This resulted in a number of changes in wo g which, in my opinion are
purely stylistic, and I assume you have no objection to such editorial
refinements, To the best of knowledge nothing substantive was changed
other than those points upon ch we had already agreed.

If any comments by delegations on this document come to my attention,
I shall of course relay them to you.

-

thanks for carrying out this project on our behalf, I sincerely
hope that our collaboration will continue,

Sincerely yours,

Harry H. Bell,
Director,
Research Division

Professor Bela Balassa,
Consultant, Economics Department,

I“ggf‘ﬁg%gfd Bﬂ‘%]f for Reconstruction

R MAEF%043 n.c.




P.S.

Under another arate cover, 1 am sending to you our Research
Memorandum 13/5 ("Tariff profiles §acing selected individual
demloging ons 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 characteristic
products exported by individual developing countries and by the
main @veloping regions, Your comments on this paper are invited.
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CROSS REFERENCE SHEET

COMMUNICATION: Letter
DATED: February 23, 1968

TO: Mr. Takahashi

FROM: Vr. 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: ; 7
\

I am referring to your letter No, 16 dated February 18, 1\%6 »
to Mr. Demuth and to the latter's 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 bildding 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 LO%).
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 ingentives 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
nunber of Ways, €.g., by means of writing the specifications, by
restrictive prequalification, ete.

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.

smcml/C z:u?

Gunter K. Wiese

Letter No. 11 Western Hemisphere Department
Mr. Arthur Karasz
International Bank for Reconstruction

and Development
¢/o Resident Representative
P.0. Box 416
New Delhi, India

Cleared with in substance and cc: Mr. Consolo

GKWiese:mr
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FEE 26 Recp
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: O. Frederick Nolde Representative in Europe: Elfan Rees

Secretary: Alan R. Booth Executive Secretary: Richard M. Fagley 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.

Szzzerely yours,
/ 4/5;

Richard M. Fagley

RMF :MK
Enc.

4 {7/
'
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Wﬁ.shington, D.C., U.S. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address ~ INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 563-2510

¢/o hshoka Hntel, New Dglhi, India

Letter No, 31 February 23, 1968

Dear Dicks:

P Znclosed 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 develnpment aid, private investment, public
industrial enterprises, and the coordination of aid, #

With best wishes,

Very sincerely yours,

Y ke,

Arthur Karasz

Mre Richard Hs Demuth
Director, Development Services Department
International Bank for

Reconstruction 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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Statement by Arthur Karasz, Head of the Delegation of the

International Bank for Reconstruction and Development, to

Committee Three at the Second Session of the UN Conference
on Trade and Development

In the course of the last two weeks, a mumber »f questions hsve been
raised in Committee Three relating to matters which are of interest to

the Warld Banke

Ie¢ The distinguished representative for Yugoslavia mentioned the
decision by the VWorld Bank concerning the allocation in fiscal 1967 of
$10 million for the purposes of IDA, He raised the question whether it
would not be wiser for the World Bank t» maintain the trensfer from the
Bank earnings to 1DA of highsr amounts as took place in the fiscal years
1964, 1965 and 1966

This matter was already discus sed at the last meeting in Geneva of
the Trade and Development Board where I explained the Bank's position, as
reproduced in document ID/B/5C¢7/Lske

In the following I shell just repeat some of the background information
contained in that document on the sources which provide the funds for the
Bink's lending operations., There are two such chief sources:

(a) one is the paidein capital of the Bank, paid in by its
members §
(b) the bulk of the amounts the Benk uses is money borrowed
on the market, mst of it threugh the sale of obligations,
In short, the Bank lends mainly borrowed monsy,
This is the principle, and it would be quite simple, wers not

practice a little more complicated than that, If Bank lending depended

.00/0.!
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only on its ability to borrow, the Bank would have no difficulty in
raising money, because the Bank's creditworthiness is considered everye
where as first class,

However, Bank borrowing does not only depend on its creditworthiness;
‘essentially it depends on the state of the capital merket. Further, the
Bank is only allowed to go to a market if the government agrees to it.

The Bank must plan shead the way its lending operations will be
carried out in future years, In simple terms this means that the amounts
committed by the Bank must be at dispesal in liquid form at the moment
they are needed because the barrower is not helped with mere promises, he
needs money t» pay for his project.

In recent years, part of the Bank's net income was transferred each
year in favour of IDA, The policy statement on this subject contained,
however, the provision thet future transfers would only be made out of
the year's net income not needed for allocation to reserves, or stherwise
required t» be retained in the Bank's business and which could therefore
be prudently distributed as dividends.

This dnes not seem to be the case now, Although, I repeat, the situationm
of the Bank as a potential debtor has remained as good as ever, for c¢one
siderations which lie outside the Bank, the member governments do not find
it slways easy to suthorize the issues of new bonds on their markets, I
do not mean by this that in recent times the Bank has not received any
authorization from the govermments to issue new bondss on the contrary,
in the course of the last year or so we hsve been authorigzed to make new
and very important issues on the New York market, others in Canade as well
@8 in several 'gstern European countries, We are also hopeful that new
issues would soon be suthoriszed on both sides of the itlantic Ocean, This

would be very useful and allow us to be more certain that we can raise the

Lad ./...
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needed funds on time in order to mest the disbursement commitments and
maturing public debt of the Bank,

As the Bank's undisbursed commitments = a3 at the end of the fiscal
year 1957 « 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«$500 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 conditinns it might
become difficult to raise all af it ageinst bondss That is wvhy the Executive
Directors decided to recommend to the Governors, t» allocate current income
of the Bank with the exception of $10 millien to the Supplemental Heserve
of the Bank, thereby reducing correspondingly the need for bond issues.

I am authorized to add that this action taken by the Board does not
establish a precedent for the fMature. If and when the access to money
markets becomes again easier, we are hopeful that our Beerd can recommend
transfer of more important amounts o IDA out of the then current income

of the Bank,

I1, As for the replenishment of IDA, ¥pe Chairman, I am authorized
to report to the Committee that active negotiations are continuing on this
subject. We Lave every reason to expect that agreement will be reached and
trensmitted by the Executive Directors of the Bank to the Board of Governors
within the next menth of March providing for a replenishment on the basis
of a sixty percent increase and with completely untied funds,

iII, Several representatives have suggested that the World Bank become
a development bank for develnping nations exclusively, In fact, that is
virtually so., Over the years, the major part of World Bank loans have been

made to developing countries, lately there have been few loans only to

o8 0/006
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developed countries and the propertion 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 prepayments unless such a condition is contained in
the loan agreement. It is also evident that amounts resulting from any
prepayment of a Bank loan could not be used by another institution, in this

case by IDA,

IV, Another petentially important subject is the furthering of
private investiment in the developing countries, As the Committee knows,
the Bank's activity in this field can be divided into two parts:

1, The Convention on the Settlement of Investment Disputes
between states and nationals of other states came into
force in Oetober 1966, This convention set up W@ the
Interns tional Centre for the Settlement of Investment
Disputes, ratified alrsady by a number of states, which
machinery provides facilities for the settlement of ine
vestment disputes by wolunmtary reeourse to congiliation or

arbitration, or both.

2s Another propesal far facilitating private foreign investment
is the draft of Articles of Agreement of an International
Investment Insurance Agency. Following the work done first
by the OECD, and in response to a request by UNCTAD I
(Recommendation A IV 12), the staff of the World Bank have

prepared a draft scheme with & view to providing essentially
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the same protection to private foreign investors against none
commercial risks that is presently available under certain
individual natiorsl programmes. The World Bank staff's draft
scheme has been submitted to the member governments through
the Executive Directors of the Bank who are considering the

schems,

V. OSeveral speakers as well as the Algiers Charter mention the World
Bank family's attitude toward public industrial enterprise, In this
respect the following can be stated. The Werld Bank and IDA operations
have been directed in the main to infrastructure investments in developing
countries: these are largely through the public sector, Not so for the
International Finsnce Corporation which is instrueted by its Charter to
invest only in enterprises that are predominantly private in character; the
World Bank lending to mnufacturing enterprises, for an amount of about one
billion dnllars, has also gome to private compenies, To quote from a statement
by Mro George Woods, President of the World Bank, to ECOSOC on March 26, 1965:
"We have been reluctant to finance State-owned indus trial enterprises
primarily because of the great diffieulty of assuring thet they would be
managed on & businesslike basis, free of politicsl pressures®, Mr, Woods
continues, however: "ie are quite aware, nevertheless, that in some of eour
member countries, and especially in the newer ones, a shortage of private
savings and of industrial entrepreneurship harshly limits what purely private
capital can accomplish, We are therefore embarking upon a rewexamination of
our policies as applied to such cases to see whether there are ways other
than through qmplctaly private ownership, in which effective managenent of
industrial ventures can be assured®, Mr, Weods mentionsd similar ideas in

his recent address to the Plenary Meeting of our Conference. Thus, the Bank

4
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is willing t» consider the finaneing of government~owned manufacturing
enterprises provided the pmject is well prepared, economically justified
and soundly mensged., An instance of this is the recent loan by the Bank
in January 1967 of $30 million, in asseclation with the European Investment
Bank, for a potash project in the Congo (Brazsaville), The loan was made
to the Compagnie des Potasses du Congo, a (ongolese company established in
1964 by the Congolese Government and a French syndicate largely consisting

of French government agencies,

Vi, The need for coordination activities, and in this respect the
Bank's sctivity 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 organized consultative
groups for several developing countries, The Benk also partieipates in
similar meetings held under the suspices of other organiszstions, The rele
of the Bank in the ;id coordinating effort is to collect and furnish
necessary data and t» provide a realistic assessment of a country's pro-
spects and performence, By its very nature this is a rather difficult and
delicate work, but the advantages of such coordinated aid over uncoordinated
bilateral aid are being 1ncm§ing.‘1y recognized. For the present, the Bank
intends mainly to improve the working of existing coordinating groups, while

continuing to explore paessibilities for setting up additienal Zroups,

New Delhi
February 23, 1968
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address —- INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 563-2510

¢/n Ashoka Hotel, New Delhi, India v’\/

Letter No. 30 February 23, 1968

Dear Dicks:
This is a summary »f the last week'!s events,

I haven't yet reported t» you about the recent diffielties in the
plenary meseting 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 meinly by the Afro-Asian
group to take the floor and make a general statement.

Thus, the last meetings of the plenary did not accomplish any useful
work at alles The only thing that happened was a constant movement of the
delegates, in and out of the hall, 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
immedistely again because he received the floor once meore on some other
point of orders 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 that proved to be a
difficult operation too,

Finally, the Filippino Vice President asgreed to take nver for this
solemn occasion, The meeting was called for yesterday afternoon. Dinesh
Singh disappeared from the rostrum. The Filippino gentleman sppeared
and gave the floor to South Africa,

The "77" 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

Mre Richard Hs Demuth
Directory Development Services Department
International Bank for
fleconstruction and Develnpment
Washington, DaCe ooo/zwo
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there was nn quorum, The situation sesmed to be hopeless.

But nnthing lasts forever. After some hectic negotiatinns, the
meeting was reconvened, there was still no quorum (there were only
28 representatives in the room) hnddﬁnuth Africa was allowed to deliver
its statement which will appear in the documents of UNCTAD, I enclose
a copy, mainly for its historic value.

5o far as the Conference is concerned, the following sre 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 Conferences 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 une
willing to make substantive concessions and the LDC's do not have any
real bargaining powere

Of course, this was to be foreseen from the very beginning: this
Conference has a much more difficult job than UNCTAD I, The first conference
had all the fields open and was free to choose among many interesting
subjects. UNCTAD IT is limited in its fields of activity, it has to find
answers to difficult questions raised in 196k, and some of the answers just
do not existe

Maybe it is not ten 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 World Bank in
economic developmente

With best regards,
Sincerely yours,

NS\,

Arthur Karasgz






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

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone — 553-2510

c/o Ashoka Hotel, New Delhi, ,yl/\/
India
Letter No, 29 Fgbruary 22, 1968
Dear Dicks
swe I enclose the first progress report on the work of Committee I,

prepared by de Fontenay,

With kind regards,

Sincerely yours,

e

Arthur Karasz

Mre Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington, DoCe
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Form Nu. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

To: FILES DATE: February 19, 1968,
FROM : Patrick de FontenayQC

SUBJECT : UNCTAD II : First Progress Report on the Work of Committee I.

The First Committee of UNCTAD II is in charge of Item 9 of
the agenda of the Conference: Commodity Problems and Policies. |
It is Chaired by Mra. Gueye from Senegal; lMre Poh from Malaysia as
Rapporteur; lMr. Rudolph from Czechoslovakia &s the Vice Chairman.

The agenda of the Committee is the following:

(a) General discussion onthe main elements of commodity
policy.

(b) Basic principles and guidelines for pricing policy
designed to achieve the highest possible receipts
from export of primary commodities; operation and
financing of buffer stockse. :

(e) Role and financing of diversification programmes;
problems arising from the development of synthetics
and substitutes.

(a) 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 policiese. 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)



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 producers' 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 problemsa

(1ii) Socialist countries:

The socialist countries generally supported the
Algiers Charters 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, No,A. Sarma
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Washington, D.C., U. S, A.

e P SR S

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
e ] Cable Address - INTBAFRAD PARIS
el INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telephone - 553-2510

N\ f%ff

¢/o Ashoka Hotel, New Delhi, xb
India
Letter No, 28 February 22, 1968
Dear Dick:
avo Further to my letter of Felruary 20 (Noa 25), I enclose
summaries on Committee Three meetings which took place on February

19 and 20.
With best regards,

Sincerely yours,

Vo

Arthur Karassg

Mr« Richard He Demuth
Directory; Development Services Department
International Bank for

Reconstruction and Development
Washingtony, D,Ca



serotreuphsel L
A2 U DA .noignidasw

TUAMYOIaVHA dVA VMOITDUITaNODHEF JOA ANAG JAVNCITAUAHTHUI

2I9A9 QASTALTUI - asethbA oldsD /
) | Mman ainow

VOITAIDOREA TVEMIOITIVEA JAUOTTAUS BTV g

SIHAS 2AVAUWT — assrbbA oldeD

:HOIIO MAHIOKUH
ADUAST — (81) BISAY AVHI'A HUUEVA &

0I8S-£82 - saodgslsT

\/A\
4 iIeQ ws¥l (fedcH mioded o\o
sibnT
8RI S¢S yisyrded 8S sol 19dded
:ofl v esll
eeclone I ((3S .o0f) 0S yrsuwel to tfdel ym oF Teaddwi ves
visrrds? ro sosla dcod doidw esnideem eswil esddimmed o ee ismmye

.0S bans QL
2bisget Jeed dIIW

o Bwoy yLete onid

\4/\){ ‘/;.j;

xesisd wwddvA

ddumel ¢H busdoif 1M
¥ ot soell eeoivyel dnemgelevel grodoetid
vo1l 2ned Ismeidsmuednl
dnemgolsvel brs noidowsdeneossl
«Uol myodumkdesW

)
i



UHCTAD IT 1 COMMITTEE XIX
Fevruary 19, 1960 (10.30 a.m.)

ine statemeuts by !inland and Jeumark were gencrally on the
lines of tavse oy Sweden. Jeawark Would Lacrease its relative
share in the Ila resources. Loe rvepresentative of Vennark also
referrsed to the sstablisbument of an Jodustrializatlon lund in his
gountyy 1o promote luvesitments iu Led's in collaboration with
Danish privaie inlerests.

Pakistan exieuded support o the proposal for an ilodependent
and expert evaluatiou of aid eiffort acd economic development.

A number of statements were made by Ugechoslovakis, Sudan,
Ecuador, Humania, Iran and Venezuela. There was little of con-
sequence in these stateuents.

The statement by Hetherlands was brief and precise, and was
well received pnrticulariy by developing countries, like that of
Bweden earlier. Netherlands hes no difficulty with the ald targets
proposed in the Algiers Charter, including a separate targst for
official aid, which Hetherlands would reach by 1971. The
represectative of Netherlands stated tnat multi-year development
plans, and multi-year assistance programwmes for upto 4 years, were
acceptable to his country.

s

He 4o Sarsua

ccs Mre. Karass (2)
#wre de Foaleuay



UNCTAD II ¢ COMMITTEs IIIX
February 20, 1968 (11.00 a.m.)

After statements by Tanzania 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 mobilization of internal
resources".

Mre Dell, at the outset, re-stated the primary responsibility
of the LDC!'s themselves for their developmentj) external resources
could only supplement, and would also help to remove critical bottle~
necks, He recalled the main points made in the Secretariat paper
with respect to domestic resources mobilization. In particular,for
several developing countries the export sector was important even
for domestic resource mobilization; and domestic effort was not a
decigive factor in promoting exports of primary cormodities.

Domestic effort was of greater consequence with respect to the export
of manufactured items and also toward import substitution, Mr, Dell
posed certain issues as being relevant for consideration by the
Committee. This related to the reciprocal commitments of LDC's and
developed countries; the drawing up and implementation of develop~
ment programmes for the effective utilization of available resources;
appropriate policies for raising agricultural productivity, in regard
to population and growth rates, for stimulating domestic savings, for
promoting export opportunities and export substitution. Finally,

is there need for a2 new and independent machinery for the evaluation
of domestic performance and external assistancel

N. A Grong

==
N. A. Sarma

cct Mr, Karasz (2)
Mr, de Fontenay



UNCTAD II s COMMITTUE IXI
February 20, 1968 (3.00 pems)

The firet spesker was the representative of the inrld leda
of Trede Unions, an orgenisation with headquerters in Prague. He i
vate cap because »f the politicel conditions attached t» it.
Becouse of this, and the unfevoureble terms which accompsny private capital,
he is of the opinion that UNGCTAD should not teke any resolutions in ite
favour,

The representative of the iconomi
about technical assistance which is part : :
countries. Technicel assistance is the first step; it sbould be followed,
of course, by capitsl assistance.

The wWorld Bank should be repaid by the developed nations in an
accelerated manner. /s far &s he inmows, the developed nations owe tw
billion dollars to the Henk and it would be of considerable assistance if
the developed countries which are not in belence-of-payment difficlties
could make repayment immediately. He suggested thst the OLUD sheuld
discuse this metter and find ways and means for the “World Hank te scquire
additional funds.

Aid by the Europesn Seonomic Uommunity to the less-developed oountries
should be increased. UNCTAD II should mke @ "decision® on how to increase
the wolume of sssistance to the Afyican Development Sank.

He is sceptical about the mle of private capital. Becsuse of reverse
flows, its contribution to dewelopment will always be limited.

He agrees with iidney Dell that there is urgent meed for & better inter-
netionsl machinery for the contrel of economic development.

The representative from Juyana agrees with the idea of the
Orsnd Aseize.

He supports the idee of setting up an internstional institute to evaluste
national plans, and sdvise aid donors and recipients on plamning policies
and financial aid for plencing. His country hed e lled & meeting on this
subject some months age with the participation of donors and recipients, as
well as IBID ond IWF,

The last subject he discussed was the creation of the new Caribbean
Dgvelnpment HSank.

The representative from followad the Jjoviet line: Hungary
has pever had oolonies, and no capita vested ubroad. lNevortheless, its
foreign #id activities sre growing.

.C./...



The last speaker was the representetive from Balivie. The
Specisl Drawing Rights agreed upon st the iie Meeting will only help the
developed nations. He suggested the creation »f special "units" which
could be drawn by LiC's. He is sstonished by the total sbsence at UNCTAD
11 of the great industrial corperations of the developed nations. They
should be interested in 2,000 million potentisl consumers. They should
invest part o»f their total sales in the less-devaloped world. He started
saying thet this should be two perocent of such total sales. Towards the
end of his statement, he must have hed the feeling that this was teo much
snd reduced it t» ons percent. Thus this would be & sort of a one percent
rule for private ocspital. Juch investments shnould be made under "intermmationmal
supervision®,

Apthur hareass

ces  Hp. Neho Sorme (2)
Mr. P, de Fontensy
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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 performance 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. sosfewn
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describes the history and organization of CIAP, Document TD/7/
Supp.l5 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,

(T 3 T

Arthur Karasz
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Letter Nos26 February 21, 1968

Dear Dicks:

In my letter No. 2Li; 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). Enclesed, please find de Fontenay's memo on
this subject, dated February 19, 1968,

The French like to talk about mobilization nf 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 report from the Bank and Fund,
and feels that it should also be trensmitted to UNCTAD,

1 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 wey, or the representatives of the Fund,
will probably 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,

© N
Arthur Karasz

Mra Richard He Demuth
Director; Development Services Department
International Bank for
Reconstruction and Development
1818 H Strest, NeW,
Washington, DsCs 20433
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Form No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

To: Files Q DATE : February 19, 1968.
FROM : Patrick de Fontenay \(

SUBJECT : Statement by the French Delegate, Mr. Janton, to the First Committee
of UNCTAD IT 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 agenda of
Committee I ("main elements of commodity policy se...s ")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 policya

2) The French doctrine of "market organization® was designed to
give domestic producers of primary commodities enough income and
security to enable themto implement their development programmes 3

2.1) Security: The problem there was to eliminate short-
term fluctuations such as took place in recent years
in the case of cocoas It was incorrect to speak in
this respect of an opposition between producers and
consumerss Consumers did suffer from such fluctua-
tionss In the case of cocoa, €sge the abnormally
low prices attained in earlier years were responsible
for subsequent poor crops and high prices.

242) 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 +oe 2)



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 fixeds Mechanisms for defending that zone should be
defined carefully in respect of each separate agreements Secondly,
an international reference price must be agreed upon, which

would be the minimum or average price for the zone, according to
circumstancess Thirdly, prices should at all times be protected
by joint action on the part of producers and consumers. 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. It
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
forthcomings. 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.

362) Buffer stocks - The use of buffer stocks should be
limited to those cases where there is a ceiling
to the size of tke stocks accumulated. The main
problem with respect to buffer stocks was that of
financings. 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 stockse 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 thau an increase
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in other export commoditiess 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.,

L) The French delegate then reviewed briefly specific commodities s

Lo1)

Lo2)

lia3)

Lali)

Lia5)

Le6)

His country's 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,

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 Councile

One characteristic of the rubber market was competition
between natural and synthetic rubber; another was a
certain equilibrium in the natural rubber markets How=-
ever, prices had fallen sharply in recent months and
the producers! loss in earnings had been considerable.
Examination of the possibility of organizing the rubber
market should therefore be resumed and speeded upa

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,

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.

As far as bananas were concerned, the producers and

their Governments received very different returns
according to the geographical production zones, although

(continued .o L)



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.

LaT) 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 increases

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 anticipateds. The existence of the Coffee Agreement had secured
for producers considerably higher earnings than in the period preceding
the Agreemente. lMoreover, 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
producer's lot. There should be more experiments of that kind, and the
financing institutions should help to finance thems 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)
Mrys No As Sarma
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Form No. 337D

(12-61)
Mr. Miss Schmitt

Room 1220

Association Internationale de
Développement 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 £-188/68 TR
Translated From: French 2-23-68 By: RFW:yc A
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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 am/enclosing 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 Délégué
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KUNSTLAAN, 20 - BRUSSEL 4

BRUXELLES, le 21 février 1968.

TELEFONEN 12.87.92 Nr BRUSSEL, de
OBJET s
VOORWERP ' Monsieur George D. WOODS,
Président du Groupe de
la Bangue Mddiale,
1818 H Street
Annexe : NoeWe WASHINGTON.
Billage : - D.C. 20433

Monsieur le Président,

ARANSLATED UsSoho ..

FEB 26 1968

1.B.R.D.

Le journal frangais LE MONDE, a donné une
importante recension du discours dque vOous avez prononcé a la

Conférence de 1'U.N.C.T-A.D

L

4 New-Delhi le 9 février.

Vous avez tenu la le langage net et courageux
d'un homme de bonne volonté, lucide et de grande expérience.

Vous n'avez fait, dit le journal,

"aucune concession a la déma-

gogie". C'était probablement, avez-vous dit, la derniére fois
que vous preniez la parole & une conférence intergouvernemen-
tale en qualité de Président de la Banque Mondiale et ce fut
1a donc une sorte de '"testament spirituel".

Ce qui nous touche particulierement, c'est
la place prépondérante que, a juste titre, vous accordez au
développement agricole des pays moins développés. Il est bien
évident que ces Etats doivent tendre tous leurs efforts pour
parvenir a une meilleure productivité dans le domalne agricole
et ainsi renoncer progressivement a de coliteuses importations

de produits alimentaires.

Cette conception de base, vous l'aviez déja

exposée en détail au cours de votre discours du 13 novembre der-

nier, prononcé & New-York & la tribune du Conseil Economique et
Social. Nous y souscrivons pleinement.

Ce sont des idées que l'on ne saurait jamais
trop mettre en évidence. Pour notre association qui s'occupe
depuis 3% ans du milieu rural outre-mer, ces concepts sont

évidemment familierse.

o/o
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A. 1. D. R

SUITE LETTRE NOo

Nous y appliguons les méthodes du développement
global au ras du sol, au profit direct des populations concernées
et avec leur concourss

Jtai 1'honneur de vous remettre en annexe, une
brochure qul expose notre philosophie, nos objectifs et nos réa-
lisations jusqu'a avril 1967. Ce travail se localise jusqu'tici
rien gque dans les territoires africains anciennement sous ju-
ridiction belge, mais nous sommes tout disposés a aller travail-
ler ailleurs également.

Notre Association sans but lucratif, n'oeuvre
qu'a l'aide de capitaux que nous alloue

le Gouvernement belge,

ou les gouvernements des Etats intéressés,

ou des institutions internationales telles que le F.E.D., le
BueIoTo ou le UosN.H.CoRoo

Ce dernier organisme nous a confié l'installa-i
cion au Burundi deplusieurs dizaines de milliers de réfugiés.
Nos équipes sur place les ont installés dans l'agriculture. Les
résultats sont trés favorables et nous valent les félicitations
des wvisiteurs, notamment des experts des Nations Uniess

Je joins également une gdaguette gqui vous pro-
curera quelques détails sur le travail réalisé la-bas et qui,
heureusement, va pouvoir se poursuivre gr8ce a l'intervention
da UeNoDaPs

Cette institution m'a envoyé sur place, 1l'an
dernier, avec M. le Ministre DEY, en qualité de consultant pour
faire rapport sur la situation.

Notre association ambitionne de devenir 1‘'un
des organismes opérationnels du P.N.U.D. dont les hauts diri-
geants sont de plus en plus conguis par les théories du dévelop-
pement global.

Je vous prie, Monsieur le Président, de croire
a l'assurance de ma haute considération.

L'Administrateur Délégué,

10057

H, WILLOT,
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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 , BOUTING
OF CABLE: FEBRUARY 21, 1968 1828
LOG NO. : w2 /22 ACTION QOPY: MR, PRIEDMAN
FROM: HEW DELHI DECODED BY:
TEXT:
13 FOR FRISIMAN COPY i

YOURS 9" ANSWERED MY 11'WHICH MUST HAVE ARRIVED MIANTIME,
ACCOMMODATION RESERVED FOR JALAN ASHOKA PROM MONDAY 26
REGARDS

KARASZ

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

DUPLICATE






Form No. 27
(7-61)
INTERNATIONAL DEVELOPMENT

INTERNATIONAL BANK FOR

INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
T0: INTBAFRAD DATE:  FEBRUARY 21 1968
NEW DELHI
CLASS OF LT
SERVICE:
Vee
COUNTRY: INDI A

TEXT:
Cable No.:

¥2.13 FBR KARASZ AND SARMA

IDA REPLENISHMENT EXPECTED TO BE CONSIDERED BY EXECUTIVE DIRECTORS

DURING EARLY MARCH (STOP)

WISHES

WOODS -BfX XOERT ME

TO BE IN

WASHINGTON THEN XXX®RY 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

REGARDS

(sTOP)

FRIEDMAN

Lo Faub. L £ J{ 6%

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY:

/7%,

CLEARANCES AND COPY DISTRIBUTION:

NAME Irving S. Friedman
SIGNATURE =

(dl-oﬂ'krt:!f/ OF HIDIVIDUAL AUTHORIZED TO APPROVE)

(IMPORTANT: See Secretaries Guide for preparing form)

For Use by Archives Division

V1

ORIGINAL (File Copy)

Checked for Dispatch:

%Q







Form No. 27
(7-61)
INTERNATIONAL DEVELOPMENT

ASSOCIATION

RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

CORPORATION

OUTGOING WIRE

TO:  ARTHUR KARASZ
ASHOKA HMOTEL
NEW DELHI

COUNTRY: INDIA

TEXT:
Cable No.: 12

/wr‘g’b%

DATE: FEBRUARY 21, 1968

203

CLASS OF
SERVICE: LT

REURLET 16 DO NOT UNDERSTAND BRAZILIAN DELEGATES REFERENCE TO CHANGE

IN LENDING POLICIES OF BANK REGARDING PROCUREMENT STOP FOR MANY YEARS

THE BANK HAS BEEN PREPARED IN SUITABLE CIRCUMSTANCES TO FINANCE

EXPENDITURE ON GOODS AND EQUIPMENT MANUFACTURED LOCALLY PROVIDED

PRICES WERE REASONABLY IN LINE WITH WORLD PRICES STOP IN DOING SO WE

ARE THUS RECOGNIZING THE INTEREST OF DEVELOPING COUNTRIES IN FOSTERING

LOCAL INDUSTRIES ON COMPETITIVE BASIS REGARDS

DEMUTH

c X O TINE NOT TO BE TRANSMITTED
N
MESSAGE AUTHO Y: CLEARANCES AND COPY DISTRIBUTION:
NAME Richard muth Cleared with and cc: Mr. Cope

pepr. Development Services

SIGNATURE L =
( SIGNATURE OF INDIVIDUAL

SRCope/FConsolo/mned

ORIGINAL (File Copy)

(IMPORT” "'T- = - Rqcvataries Guide for preparing form)

cc: Mr. Alter

D To APPROVE)

For Use by Archives Division ,

Fi.

Checked for Dispatch:




Form No. 27
(7-61)
INTERNATIONAL DEVELOPMENT

ASSOCIATION

INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

10: ARTHUR KARASZ
ASHOKA HQTEL.
NEW DELHT

COUNTRY: INDIA

TEXT:
Cable No.: i

DATE: FEBRUARY 21, 1968

e

CLASS OF
SERVICE: LT

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

CLEARANCES AND COPY DISTRIBUTION:
Cleared with Mr. Knapp

cer Meo Gongolo
European Office

all \ | WV NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: ;
NAME Richard ¥~ Demuth
DEPT. Development Services
SIGNATURE

( SIGNATURE OF INDIVIDUAL AUTHORIZED To APPROVE)

RHD: £
ORIGINAL (File Copy)

For Use by Archives Division 4

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: ? (./“



Form No. 89 INTERNATIONAL BANK FOR

(2.66) RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT INTERNAT IONAL F INANCE
ASSOCIATION CORPORATION
Date

ROUTING SLIP Feb. 26, 1968

Name Room No.
Mr. Wm. Clark
To Handle Note and File
Appropriate Disposition Note and Return
Aporoval Prepare Reply
s Jomment Per Our Conversation
full Report Recommendat ion
Information Signature
Initial Send On

Remarks

Please let me have an acknowledgment to
send to Mr. Rooth.

. Woods

o
D

# G.

Fram
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Lidingd, Febrvary 21, 1968

Dear Nr. Woods,

Your speech at New Delhi which I got =a couple of days ago was very interesting,
Teinsh and T are especially glad that = as far as I know - you for the first/talked
about the necessity of reducing 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 +o reduce the present

waste by 50 per cent. That would be my first goal,

It would probably hafie been more gtriking if you had given not only the global
figure of one third of the crop as weste but also the figure of the loss in, say,
India. In the hot and humid Indian regions it is considergbly higher than in other
parts of India, Fish, meat, fruits and vegetables are in some regions wasted at a
higher pergentage than 50,

The effect of your statement had probably also been greater if you had repeated it
also at the end of your speech, thus giving 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 this
in discussions with your staff and,in 1963 when I attended the Annual Meeting, also
with yourself, Shortly after thet meeting I saw Dr, Sen in New York. He was aware of
that the figure given by FAO about no waste in Indisa was not correct, although it
was based upon information from the Indiean Government, Unfortunately, Dr. Sen did
not take any initiative to propagate for reducing waste. Let us hope that his
Successor Dr. Boerma will accept your view,

lir, Tunshi, the Republic of India’s first minister of foadd, and several others -
notably Tainsh = have tried to drew attention to the great waste of food in India
and some other countries,

ou made in Stockholm., From my memo of January 18, 1968, which I sent you with one
of my December letters, you will understand that I do not believe in this proposal,
My reasons are given in that memo.

V/in your speech at New Delhi you repeated the proposal for a "Grand Assize"™ which

However, I am in full agreement with you that something must be done, My suggestion
is that, as soon as possible, your representatives in all the developing countries
after contacting all other development banks/and the Governments of the countries

(as well as people with 3ong experience of that country), should try to find out
which projects should have the highest priorities for each country, Thereafter,

IBRD will have the difficult job to consider which projects for each country should
have a really high priority and later on to decide the order in which you think that
it is possible for you to do something for the countries,

I do hope that your endeavor to obtain money for IDA will soon meet with success.
Personally, I would not have any objections if a country as a condition for its
contribution will insist that the money must only be used for purchases in the con
tributing country as the US is said to do. T think thet it is better to give up a
good principle than not being able to continue your lending. The time element 38,
ag we all know, very important for the developing countries,

Nor would I have any objections ageinst a demand from a country to have its money
used only for such projects which the contributing country finds to be especially
interesting and of great importance. The latest Swedich contributions have followed
that line,

I do hope that countries giving new contributions will not ingist upon special terms
for repayments as Sweden unfortunately has done at least in the Pakistani case,
Ot Teb. 29)l96%
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I do hope that xmuntrixxxgixixg%%énxcontributions to TDA will become gifts to the
organization, I have a strong feeling that sooner or later you will have not only
to postpone repayments on IDA loans but also to give up your claim partly or in
Tulla

You told us in Stockholm that IBRD 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 béen on a reduced scale,

I was glad to find that you mentioned that up to now meny bilateral programmes
of assistance have had as one of their primary objectives of helping the high
income countries themselves. They have, as you said, often looked mainly toward
financing export seles, toward tactical support of diplomacy or toward holding
military positions thought to be strategic.

Of course, I agree with your statements 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 organizations.

In order to avoid exaggerated expectations in the developing countries it is of
great importance to stress, as you did, the necessity to stop their inproductive
public expendidures. It might interest you to heer that, when I,in 1951,was in

Irag for IBRD, one of the leading Iraqgis gave me the following answer to my gques-—
tion about which principles he wanted IBRD to follow, His answer was: "The two con-
ditions for a project should be that the project is, conspicuous and that it can be
started at once and finished asg soon as possible.™ L hope that, in spite of your
arguments for discontinuing Gene Blacks practice of telling the developing countr-
ies to reduce their military expenditures if they want to get new loans from the
Bank, IBRD will soon accept Bldck’'s line,

It goes without saying that the military machine of most countries is needed, not
to prevent invasions,but only to prevent the present ruler o¥ ruling group to be
turned down by another group in the country.

Another aspect which so far has not been discussed often enough is the nestionalist-
ic policies of many countries. They must understand that, as lMr. Nyerere said when
he became President of Tanzania, "we need help from foreigm countries and foreigners
for meny years." Last year he had, however, forgotten it when he suddenly national-
ized a lot of foreign enterprises, Kenya, Uganda and some other countries have also
introduced policies waich have led to the exodus of foreign subject and a set-back
in productiong exports and imports. Among nationals that had to leave the country
whErzxmg were not only British and American subjects but alsofPekistanis, even those
born in the country. lluch of the know-how necessary has thereby been deprived the
countries,

When e foreign compeny has started a factory in a country, often at the suggestion
of or at least with the approval of the then Govemment, the present Government

must permit a number of the leading foreigners to continue to work in the country.
To this group belong Indonesia, Ceylon, India and gome Arab countries., The latest
results of this tendency is the steady and increasing flow of Indians and Pakistanis
from Kenya etc. to Great Britain.

The developing countries should also be told that they must not borrow from IBRD
and TMF when it is unlikely that they will be able to service the loans, From this
point of view it is to be regretted that the Fund lately approved of & new drawing
by Egypt. I have in my previous letters given you my reasons for my considering
Egypt not eligible for new loans. Instead of trying to obtain more planes, guns etc.
Egypt ought to have begun peace discussions with Israel, Egypt is, unfortunately,
not the only country which does not try to keep hkts house in order economically.
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The UNCTAD conference had been the right place for telling also the industrial
countries that, as Gene Black always said, "Trade not Aid" it necessary, In the
discussion in Stockholm, I gave some examples of what the US, the EEC countries,
the EFTA countries and the Communistic countries ought to do not only with regard
to tropical products and raw materials but also to some semiZmanufactured and
certain finished products,

I am not too impressed by what Frence is doing for its former colonies, especially
as EEC on French insistance is discriminating all other developing countries unless
they, as Nigeria, hawe made an agreement with EEC,

Nor do I like the French military help, However, I think we must be glad that
France is helping its former colonies and thus removes the necessity for IBRD

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 zX¥E given for political reasons, yw;g

!

This letter is also partly a reply to your interesting letter of December 29, for
which T thank you, I am glad to hear that you cooperate more now than before with
IVF, I hope that IBRD, INMF, IDB and the UN Orgenizations will in the coming years
cooperate even more closely with each other.

May I use this occasion to thank you for what you have done for IBRD and to wish
you and Mrs, Woods the very best for the future,

Yours sincerely,



Letter No. 8 February 21, 1968

Dear Arthuri

Behind the cable we sent you today is a gap - of $20,520,000
(or $6,840,000 per anmun).

In the papers we sent out before the meeting there was, we
thought, a deficit of only 0.30f, made up of

U. S. reduction 1.892
Belgian increase 0.59%

Swiss loan 1,008 1.59%

0. 30%

However, this week we were faced by three more countries:

France from 8.31% to 8.10% 0.21%

Australia from 2.66% to 2.00% 0.66%

South Africe from 0.54% to nil Q. 5hi%

1.kl%

That makes a total shortfall of 1.71% and we have not been able to
golve it yet. During a 21/2 day meeting we got most other matters
settled (including a difficult problem of Australia demanding an
assurance of U.8. 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 South Africa is obscure. All they have done so
far is to cable that they are still considering the matter but there
are indications that their treatment in Delhi and over the Olympies is
likely to make them give up.

Mr. Arthur Karasz
C/o Ashoka Hotel
New Delhi

India

/O..



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 0.89 to 1.00), Denmark and Finland and we are
hopeful that Sweden and Canada will provide the rest in the form
of supplementary subseriptions. If we are successful I presume
we will make an announcement as soon as the Board makes its recom-
mendation to the Governors. That is about all there is to say.

I have been immoved in the 10th Floor Conference room so I
have hardly seen or heard anything else. But on Tuesday the Board
formally approved McNamarals contraet, providing for him to take
over on April l.

Yours ever,

John D. Miller

cc: Mr. Wishart - Paris

JDM/mmed



Pebruary 21, 1968

Lester No, 7

Dear Arthurs

1 have been thinking about the desirability of giving the Executive
Pirectors a report on what is happening at UNCTAD.

A8 you will probably remember, in additiom to your oval report ia
July 1964, two written reports were givean to the Executive Directors during
the course of UNCTAD I, one about half-way through the Conference and one
just befors its clese, These reports were preparad jointly by the Bank and
Fuad Dalagations to the Conference, and wevre given simultaneously to the
Bank and Fund Boaxds.

1 believe it would be & good ides to follow a similar procedure this
time. The Fund agrees, and & letter to this effect will be going out to
Edgar Jones. There will be enclosed with the Pund letter copies of the
URCTAD I weports, which might be useful as models. I would like to aim at
a first report to the Executive Directors as early as possible in Maxch.

It may be that the points of interest will be few, but I think the Directors
will wish to be informed, no watter how little of substance there is to repert.

With kind vegaxds,

Mr. Arthur Karass
¢/o Resident Representative
IBRD

P.0. Box 416
New Delhi, India

%

¢c: Mr. Consolo

|
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: INTBAFRAD DATE:  February 20, 1968
NEW DELHI
CLASS OF
SERVICE: 1S
COUNTRY: INDIA % @,ﬁf
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 SIXTEEN TO YOU STOP REGARDS

v’

FRIEDMAN
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME Irving S. Friedman
DEPT. Th nofii i to the President
SIGNATURE /
(S1GNATHRE OF INDIVIDUAL AUTHORIZED TO APPROVE) ;o
; ~ For Use by Archives Division TR
ORIGINAL (File Copy) %__
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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IDA IBRD ‘ IFC

FORI 1 CORRESPONDENCE RECORD FORM
FROM DATED

o - -

Bank of Israel
Jerusalem, Israel

SUBJECT

Address by Mr. D. Horowitz, governor of the Bank
of Israel at UNCTAD Conference in New Delhi,
Peb. 1968.

Addressed and
REFERRED TO DATE RECEIVED
Mr. Woods Feb. 20, 1968 jgv
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

ARTHUR XARASZ DATE: FEBRUARY 20, 1968
ASHOKA HOTEL
NEW DELHT CLASS OF
SERVICE: IT A7
K (¢,
INDIA .
‘,
g

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. SEGUNDO AGREE YOUR LINE ON

ITEM FIVE BUT SUGGEST THAT EMPHASIS BE ON FACT BANK IS NOW IN EFFECT AGENCY
ATMOST 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
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Form No. 26
(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME ROUTING
OF CABLE: FEBRUARY 20, 1968 1750
LOG NO.: WU 18 / 20 ACTION (OPY: MR, DEMUTH
TO: INTBAFRAD INFORMATION
COPY:
FROM: NEW DELHI DECODED BY:

TEXT: 12 FOR DEMUTH /
FURTHER MY CABLE 10 PRESSURE INCREASES FOR ALGIERS CHARTER PROPOSAL IN
CHAPTER C PARAGRAPH 1 (E) ACCORDING TO WHICH "TOTAL REPAYMENT OF CURRENT
IOANS BY DEVELOPED COUNTRIES IN ADVANCE OF MATURITY SHOULD BE SECURED.
SUCH RELEASED FUNDS SHOULD BE USED TO AUGMENT RESOURCES OF IBRD AND IDA
TO FINANCE DEVELOPMENT OF DEVELOPING COUNTRIES" BELIEVE MY FORTHCOMING
STATEMENT SHOULD REFER ALSO TO THIS IDEA. PLEASE CABLE ATTITUIE I SHOULD
TAKE

KARASZ

ak #b zg/ag

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

ORIGINAL






ForM No. 26
(6.6%,

INTERNATIONAL DEVELOPMENT

INTERNATIONAL BANK FOR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE
CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:

118}

FROM:

TEXT:

FEBRUARY 20, 1968
WU 6 / 20
INTBAFRAD
NEW DELHI

\\'\‘5

10 FOR DEMUTH J nY

4

1135

ROMUTT NG

ACTION QOPY:

INFORMATION
COPY:

DECODED BY:

MR. DEMUTH

i516¥
e

FURTHER MY CABLE 9 ON IDA AND QUESTION CONTAINED MY LETTER 16 CONCERNING

BRAZILS ENQUIRY ON PROCUREMENT PROCEDURES.
STATE BANK POSITION ON ITEMS 12 A AND B OF ITS AGENDA,

AS FOLIOWS:

COMMITTEE THREE REQUESTS ME

THIS MEANS SUBJECTS

FIRST TRANSFER OF TEN MILLION DOLLARS BANK PROFITS TO IDA.

SECOND ROLE OF PRIVATE CAPITAL (MULTILATERAL INVESTMENT INSURANCE).

THIRD CONSORTIA AND CONSULTATIVE GROUPS; OUR PRESENT VIEWS,

FOURTH BANK POSITION TOWARDS PUBLIC INDUSTRIAL ENTERPRISES.

FIFTH ALGIERS 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 ECOSOC SPEECH.

SHOULD WE ALSO MENTION WOODS STATEMENT TO AFRICAN CAUCUS ANNUAL MEETINGS

1966 AND 1967 ON ITEM FIVE WOULD YOU AGREE MY STATEMENT BE BASED ON

FOLLOWING(; : BANKS CREDIT POLICY IS DECIDED BY BOARD.,

BANK LENDS TO CREDIT-

WORTHY COUNTRIES FOR PROJECTS IMPROVING ECONOMY OF BORROWER. PAST BANK

PROJECTS INCLUDED OPERATIONS OF BOTH RECONSTRUCTION AND DEVELOPMENT BUT AT

PRESENT BANK LENDS ONLY TO DEVEIOPING NATIONS, THEREFORE RELATIVE ITEM

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

ORIGINAL

ack 4 zofb ¥







ForM No.’ 26
(6.65,

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

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:

TO:

FROM:

TEXT:

ROUTING
FEBRUARY 20, 1968 1135
WU 6 / 20 ACTION (OPY: MR. DEMUTH
INTBAFRAD INFORMATION
COPY:
NEW DELHI DECODED BY:
PAGE TWO

ALGIERS CHARTER DE FACTO REALIZED., INTEND EMPHASIZE THAT CONFORMITY WITH BANKS
CHARTER DECISION ON OUR LOAN POLICY IS TAKEN BY BOARD ONLY. SHALL PROBABLY

BE CALLED UPON SPEAK THIS THURSDAY THEREFORE GRATEFUL YOUR CABLING SOONEST
REGARDS

KARASZ

IR

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

ORIGINAL







Form No. 26
{(6-65)

INTERNATIONAL DEVELOPMENT

ASSOCIATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

ot CT D

INTERNATIONAL FINANCE
CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LEOG NO.

10

FROM:

TEXT:

FEBRUARY 20, 1968
Ws/2
INTBAFRAD
NEW DELHI

1135

ROUTING
ACTION QOPY: MR, FRIEIMAN
INFORMATION
COPY: MR, DEMUTH
DEGODED BY:

nmnmnm
YOURS 8 TARY FINANCE WILL START SOMETIME BETWEEN FEBRUARY 28 AND
MARCH 1ST AND LAST 5 T0 7 MEETINGS. THEREFORE SUGGEST YOU PLAN ARRIVAL

AROUND FEBRUARY 28.

SUITE AHOKA FOR YOU BOTH REGARDS

PLEASE CONFIRM EXACT DATE ARRIVAL ENABLING ME RESERVE

KARASZ

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

DUPLICATE
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He-dquarters:
‘Vasl'l.ington, D.C., U .S.A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address ~- INDEVAS PARIS

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

/
Telephone — 553-2510 § é

¢/o Ashoke Hotel, New Delhi,
India

Letter Nos, 25 February 20, 1968

Dear Dicks:

Further to my letter (No, 20) nf February 15, I enclose
summaries, prepared by Sarma, of Committee Three meetings which
took place on Feoruary 15 and 16,

With best regards,

Sincerely yours,

LS T .

Arthur Karasz

Mres Richard He Demuth
Director, Development Services Department
International Bank for

Reconstruction and Development
Washington; DeCo.
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UNCTAD II ¢ COMMITTEE IIX
February 15, 1968 (3,00 p.m.)

Dr. I. Ge Patel of India commenced by outlining that the
development of the country is the primary responsibility of the
citizens of that country, but the process would be facilitated by
the transfer of resources from richer countries. He had not
heard any spokesman of a developed country say that the LDC's
cannot today effectively utilize larger external resources to the
extent of 17 of ONP of developed countries if they were provided
now; nor that the developed countries together are in no position
todasy to provide such an amount. Tndia's view was that the 1%
target should be related to GNP, to official aid, and to an amount
net of amortization and interest. It is, of course, up to each
individual donor country government to decide how much they would
provide to LDC's by way of development assistance; however, it
would be useful to have some such target in view. India also
believed that the proportion of development capital Tlows through
multilateral channels should increase, say, from 10% at present to
20% in the near future, As Sweden had stated, the proposed
increase in IDA replenishment by 60% was a disappointment to the
developing countries. :

Mr. Jo Saxe, speaking for the United States, referred at
some length to the viewpoints expressed in the U.N. Experts Group
report, regarding the question of the denominator whether it
should appropriately be national income or GNP, [Essentially, it
should be recognized that, whatever may be the targets, there was no
internstional fiscal mechanism that was now available nor that was
likely in the foreseeable future for the specific purpose of
financing international development.

Mr. Saxe outlined briefly the balance-of~-payments messures
recently announced by the United States government in the area of
capital transfers; as far as developing couniries were concerned
there was 2 ceiling of 110% of 1965/66 level, which related to the
total flow of private capital from the United States and did not
apply to each individual transaction., In respect of IDA replenish-
ment certain proposals under consideration did not in any manner
seek to modify the established criteria for international bidding
in the operations of TDA. The U.S.A. desired a speedy conclusion
of the negotiations for TDA replenishment.

The United States attached particular importance to the
role of private investment; unfortunately, the available information
on various aspects was deficient; accordingly, it would be most
useful if studies were undertaken in depth on the rights and obliga-
tions of investing and recipient countries, and/or the economic

(eontinued .. 2)



consequences of direct private foreign investment. Finally, the
United States representative recalled certain facts about the total
of economic assistance from the United States since 1946 - a total
of $90 billion, of which two~thirds had been to the LDC's largely
in grants and loans on concessional terms, In future, the United
States had every inteation of making even greater use of
international bodies than hitherto.

West Germany also emphasized the role of private investment
in the development process. They hopec that IDA replenishment
would be speedily completed, As for auy suggestion for a change in
the structure of the World Bank, this was for the BanKs ixecutive
Board and Governors.

Canada extended its support to the Grand Assize proposal.
Canada would have agreed even to a larger IDA replenishment.

The Yemen representative referred to the difficulties

experienced by some of the developing countries in formulating pro-
gremmes of development, especially a financing plan.

N, A -SAnana

N. A, Sarma

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



UNCTAD II ¢ COMMITTEE III
February 16, 1968 (3.00 pems)

The Soviet representative repeated their familiar view that a
distinction should be made betwesn socialist and capitalist countries
in considering the scale of development assistance erfort, in view of
historical and other Sactorssy a part of the resources provided by
capitalist developed countries should be regarded as compensation for
damage done by colonial powers to LDC's over the years. He also
referred to the fact that the socialist countries had no private ine
vestments in developing lands and, therefore, there were no problems
of repatriation of profits and dividends. As for the basic nature
of Soviet assistance to developing countries, this could not be
according to some notional and global aggregates bul on the basis of
specific projects. He alsc advocated repayments by LDC's in kind,
i.e. with the production resulting from the investments.

The representative of Itl}¥ felt that the proposals in the
Algiers Charter which were reiterated 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 aild
targets, though, they had been making steady efforts toward increasing
aid volume.

Tunisia complained that the multilateral insurance idea which
had been long under coansideration 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-term basis and prierity aand 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
fatrly 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 themselves had admitted that aid flows were inadequate.

The proposal for a Grand Assize was welcome, but should not be
used as a device to delay action nowe.

N A S

N.. S
cct Mr, Karasz (2) e

Mr. de Fontenay






Héedqu,rbers:
Wasl'lington, D.C,; U, 8. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Address - INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address - INDEVAS PARIS

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

Telep}lone - 6532510

Letter No. 2L February 19, 1968

s

-

\

Dear Dicks:

Committee I (Commodities) is discussing buffer stocks, 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 propnsals. I would, therefore, be grateful for your advice
on what lines the statement should takes

The developed nations, with the exception of France, are of the
opinion that nnthing should be done on this subject until the IBRD~IMF
study has been completed and submitted tn the two boards. Francs
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,

i, ¥V

Arthur Karassz

Mr, Richard H, Demuth
Director, Development Sgrvices Department
International Bank for

Recnnstruction and Development ?&j}‘A?;sﬁ
Washington,; DaCs (entds )
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INTERNATIONAL DEVELOPMENT INTERNAT [ONAL FINANCE
ASSOCI1ATION CORPORATION

Form No. 89 INTERNATIONAL BANK FOR
(2.66) RECONSTRUCTION AND DEVELOPMENT

Date

ROUTING SLIP Feb. 19, 1968

Name Room No.

=Mr-—Demuth»

Vo Lk

To Handle Note and File
Appropriate Disposition Note and Return
Aooroval 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,.geems 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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Dear Arthurs

This is just a hurried note to thank you for your letters
and reports which are regularly flowing in and make very interesting
reading.

I am handling the distribution of your letters and am the
feentral® post office for eventual comments which should be relayed
to you. So far nothing.

As on Monday I shall be in New York, I want this to leave
before the "close of business® so that you will not feel completely
at a loss as to whether or not your communications are arriving.

I will write to you in greater detail next week.

Hoping that Eva and you have time to enjoy some extra-conference
activities and with my regards to you both and your two colleagues.

Sincerely yours,

Federico Consolo

Mr. Arthur Karasz

C/o Resident Representative

International Bank for Reconstruction
and Development

P.0. Box L16

New Delhi, India

FC/mmed

r
-



ForM No. 26
(6.65)

INTERNATIONAL DEVELOPMENT
ASSOCIATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE
CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:
TO:

FROM:

TEXT:

FEBRUARY 16, 1968
WU 12/19
INTBAFRAD

NEW DELHI

9 FOR DEMUTH

1340

ROUTING
ACTION QOPY: MR, DEMUTH
INFORMATION
COPY:
DECODED BY:

WOULD BE GRATEFUL YOUR CABLE SOON AS POSSIBLE ABOUT NEW

DEVELOPMENTS OFFICIALS MEETING IDA REPLENISHMENT FOR

COMMUNICATION TO COMMITTEE THREE REGARDS

KARASZ

MR. DEMUTH TELEPHONED DURING WEEKEND
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INTERNATIONAL DEVELOPMENT ASSOCIATION
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c/o Ashoke Hotel, New Delhi, India

Letter Nog 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,

With best wishes,

Sincerely ynurs,

LT, L SO

Arthur Karassz

Mrg Richard He Demuth
Directory, Development Services Department
International Bank for

Reconstruction amd Development
Washington, DeCs
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Memorandum to Files. Febryary 1L, 1968.

From: Patrick de Fontcnay.Q??

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 peme on Februaryl2, 1968, with LL more
speakers inscribeds So far, all major donor countries with the exception
of Demmark and South Af{rica 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 1L% in 1968, Canada had agreed to
provide one-andw-a-half tons of food grains under the International Grains
Arrangements 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, Canada said that there was little point in
encouraging growth in the LDC's while imposing barriers against their
importss 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 liste Norway stated that it would put :
speedily into effect t&PFLff reductions on goods of special interest to |
LDC‘:; !

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)



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; Expansion of Exports 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.

(1) Multilateral development institutions

China and Morocco favoured an increase in the flow
of development assistance preferably through internastional institutions
such as the World Bank or IDA. India wished to commend the World Bank
on the role which it had played in influencing and guiding international
actions It also suggested "should we not recommend the minimum
percentage of capital flows to be channelled through these agencies?"
Tunisia thought that the already existing advisory groups of the IBRD
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 commitwents which might, if necessary, be
modified in the light of the economic situation and export trendse The
spokesman for ECIA (Mr. Quintand) said that he approved the proposals
to transform IBRD into & Bank for developing countries.

(11) Supplementrary finance

The following countries expressed their support of
the supplementary financing scheme: China, India, Nigeria, Philippines,
Thailand, Tunisia, Uganda, Uruguay, Mexico and Yugoslavia. In additien,
support was also expressed by the spokesmen for CIAP and ECLA.

(111) Aid-tying

Iran, Pakistan 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) Buffer stock financing

Although most of the signatories of the Dakar
Regolution have not yet spoken, Mauritania and Thailand supported jhe
proposal for the prefinancing of buffer stocks by international
financial institutions.

(continued ¢¢ 3)



(v) New aid funds

Yugoslavia proposed the creation of a diversifica-
tion fund from "existing bamk resources" (in Committee Three, the
Yugoslav representative explained that he meant World Bank resources).
Israel and Mexico supported the creation of a multilateral interest
equalization fund. 1India 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 stressed
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.

I1I. 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 LDC's, It was willihg to 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,

¥, International institutions

(1) The Secretary~General of the United Nations,
U Thant, said that the lack of progress since UNCIAD L was particularly
difficult to accept in the lizht of the success which had attended the
negotiations connected with the Kennedy Round and the international
monetary reforms The reason for this failure was that the developed
world continued to regard its economic relationships with the LDC's as
a one-sided affair in which concessions are granted and not received,
although, as he showed, it could besaid that both in the fields of trade
and aid the developed countries benefited from their cooperation.

(11) The United Nations Under=Secretary for Economic
Affairs, Mr, Phillippe de Seynes, spoke about the sharing of technology
and the role of multi-national enterprises.

(111) 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 ., L)



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 exploreds "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. FAO

has examined the various advantages and drawbacks of what might be
called a system of international deficiency payments, financed through
import levies or expori taxes, and the Study Group on Oilseeds, Oils

and Fats 1s now considering a propesal of this kind for vegetable oils
and oilseeds. 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) M¥. Coomaraswamy, of UNDP, described the work of
that organisation and concluded thus s "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) 0ECD. The statement by Mr. Kristensen,
Secretary-General, was circulated., The statement stresses the achievements
of OECD and DAC, the agreement on a system of preferences, the "substantial
increase in the flow of aid last year", the increase in the flow of private
investment in recent years, and discusses more at length the World food
problems.

(vi) EEC. Mre Martino offered to the LDC's the
example of the EEC as to what economie¢ integration could achieve and
stated that the EEC stood ready to share with the LDC's the benefits of
their experiencs.

(vii) IDB, Mr. Herrera emphasized regional cooperation
which, he said had been sought as a solution to the constant deterioration
of the external sector of the Latin American economy. He also mentioned
that some of the obstacles with which organizations like IDB had to
contend in the financial markets of certain industrialized 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. Horowitz, Governor of the Bank of Israel,.”

ces Mr. Karasz (2)
cet Mr. No AcSarma
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Letter No.2? February 16, 1968

Dear Dick:

The leaders of the Conference are more and more interested
in the form the conclusions of the Conference should takee. L
understand that there are three schools of thought on this subject:

(2) A set of recommendations as in UNCTAD I, in 1964;
(b) An agreed statement;
(¢) 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 gossipecrnd D o wor wodt b 73 enilelt

With best regards,
Yours sincerely,,

T v—

Arthur Karasz

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

Reconstruction and Development
Washington, D.C.
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WBG ARCH'VE Telephone — 553-2510 f}:‘\._f”’“ MMt
J S c/o Ashoka Hotel, New Delhi, ézg ""‘353"‘ .
C:m%(écmh India 3 ‘
3 g L
A DECLAS:
Letter Noe.2l JUN 9 February 16, 1968
4 2024

'WBG ARCHIVES k"/ |

Dear Dick:

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 Italye.

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 solutionso

With kind regards,
Sincerely yours,

\SFEANN

Arthur Karasz

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

Reconstruction and Development
Washington, D.C.
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