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Dr. Zvi Sussman 
Dir ctor, Research Department 
Bank of Israel 
Jerusalem 
Israel 

Dear Dr. Sussman, 

Nov ber 29, 1972 

I was sorry to hear of your illness. I understand that this as 
well as the difficulties related to the discrepancie 'l,etw en the 1965 
and 1968 input-output tables have caused some delay in the preparation 
of th results. Correspond! ly, I will be expecting the revised esti
mates of the effective rates of protection for 1968 in the course of 
December and the evaluation in late January. It will be good if I bad 
the estimates even before the write-up sine I may be able to offer 
some suggestions for the evaluation. 

Thank you for the information on the time spent on the p oj ct 
which has ·not been financed by the World B nk. Could you please ex
press this in number of ontbs as well as in dollar t rms. I vould 
need it in order to show that there has b n joint financing of the 
project by the World Bank and the Bank of Israel. 

Sincerely yours, 

Bela Ilalassa 

P.S. 
I hope that you have fully recovered. Best regards to your wife. 
Please tell her that we are having the Jerusalem map she so kindly 
sent me framed. 



Mr. Frederick Drew 
Las Amazonas 190 
San Isidro, (El Olivar) 
Lima 
Peru 

Dear Mr. Drew, 

Rome Addre 8 

2134 Wyo ing Avenue N.W. 
lashington D.C. 20088 

USA 

28 November 1972 

My travel plans are now firm; I will be in Lima between January 
1st and 6th. I expect to stay at the Crillon hotel and will con-
tact you upon arrival. 

Since my last letter I have obtained a copy of the Act of Con
gress on the Regulation of Importation of Pre-Columbian Monumental or 
Architectural Sculpture or Mural. In the first paragraph it is indi
cated that the Secretary of State will prepare a list of items which 
are subject to import prohibition under the law. Thus, as I noted in 
my last letter, the law does not apply to any kind of pottery. 

Sincerely yours, 

Bela Balassa 

P.S. 
It is conceivable that instead of the Crillon Hotel I will stay at 
the Country Club. I will let you know in time. 



INTE RNA TI ONAL o vE:.. or~. NT I 1MTE:., 11r 10N11L a11NK FOR 
A5 SOCl~TION RECONSTRUCTION AND DEV[ L OPMENT 

INTERNATIONAL FINANCE {°~ 
CO RPOR ATION 

O fFICE MEMORANDUN\ 
TO: Mr . ,Ic.!..Hs B. Chenery DATE: November 29, 1972 

FROM: Bela Balass 

SUBJECT: Exchange Rate Convers · ons 

In response to your memo of November 13, I enclose an evaluation 
of P.A. David's "Just How Misleading are Officia l Exchange Rate Conver
sions?" While I have concluded that the method suggested by David is 
not suitable for adjusting national income da ta in developing countries, 
I see possibilities for devising a more appropriate method . For this 
purpose, one could take the Clague-Tanzi article as our point of depar
ture and utili ze data on purchasing power parities that are regularly 
calculated by the German Statistical Office for 18 developed and 32 de
v eloping countries . Such an exercise would however involve considerable 
effort since, as I note on p . 9 of my memo, one would have t o take ac
count of factors such as natural resource endowment and human capital . 

cc . Messrs . Stern 
Edelman 
Saxe 
Carter 
Adelman 
Yudin 
McPheeters 

BBalassa : alm 

Cauas 
Hayes/Tims 
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Mr. Petr Nichole 

'Bela BalasSt:1. 

Miss Mehrzad adji 

Nov er 29, 1972 

' I enclose a res e of Mies ehrzad Nadj hich I haver ceiv 
fro Professor Andrew Whinston of Purdu University. Professor fuin
ston haa av ry favorable opinion of Miss Nadji and I consider ht to 
b a reliable judge of people. I would like to g st therefor that 
you conai er Miss Nadji for ploym.ent. You y rha: wish to s 
her info ation on the Young Profes !onal progr 

B alasaa: 



Profe.a OT dr Whinsto 
Purdu Univ r 1ty 

annert Graduate School of 
lndu trial Admnistrati n 

Lafay tt , Indi 47907 

Der Andy, 

r 28, 1972 

Jany than s for your f Nov ber 15 t copy 
of th rs e of zad to our P rs t as well 

to Peter Clark th oft lo Di i ion 
in the Dev ch Center of • re that, 
giv s it 1 likely t c the B nk 
only through the Y rof stem.al pr Tb lev 1 pro-
gran for under 30 w o wish to join the. :Sank. Exceptions 
ar r y IllB.Y by-pa• t 1 ro if 
b or e which re ur of ~h Bank' 
Depa.r 

Sincerely our, 

las a 

cc. Mr. Clark 

P.S. 
It was good to see you and Veronika. I am sorry that thus far 
nothing seems to have worked out at Hopkins. 



• Pierre 11 r 
Graduate Inetitute of Int rnational 

Studies 
132 l"Ue de Lausanne 
Case Poetale S3 
CH 1211 Gon 21 
Switzerland 

Dar Y. ller, 

ov her 28. 1. 72 

Please excus the elay in answeri~ your letter of Au st 25. 
Thi is du in part to a change 1 addr as. Th ew addre a is 
shown in th lett r-head. 

I w lcom your con inui effort to utabli•b a ''Centr In
ternational d'Etudes netaires et bancair u , and I trust that you 
will succeed. I hav rad th propoaal an agr 1th it:a cont ts. 
I find the r earch progr of the Centre of pecial inter t. 

Please l t know if nd when the Centre is establi hed . 
Until then, Ir in. 

Sincer ly your~ 

Bela ala aa 

c. Dr. Alexandre Swoboda 



Professor Kuo-shu Liang 
National Taiwan University 
Department of Econ :ics 
College of Law 
21 Hsu Chow Rod 
Taipei 
T bran 

Dear ProfessoT Liang, 

Nov ber 28, 1972 

I w s sorry to hear about the delays you have had with your 
study on d velopment strategies in Taiwan due to the difficultieR 
with th progr ing and computer center. I c rtainly think 1 how
ever, that the co parisons of th results for 1966 and 1969 are 
well worth doing. 

It is good to know th t you wi.11 be coming to Vanderbilt 
in early January a.nd that you expect to hav the results by that 
time. I would like you to come to Washington soon after your 
arrival so that we could diacu a the r aults of the calculations 
ind tail. I will be out of th country until th middle of Janu
ary but you could perhaps come on January 17 or 18. 

incerely yours, 

Bela Balassa 



Dr. Franz-Lothar iltmann 
Jahrbuch der Yirtschaft Osteurop 
Osteuropo-Institut Muncben 
8 Munchen 80 
Scheiner tr se 11 
W st Germany 

Dear Dr. Al ann, 

Nov beT 28, 1972 

I sorry to say that again I will not b able to 
contribute to your Yearbook. 

Sincer ly yours, 

B la Balassa 



Dr. Julio Berlinski 
Pueyrrcdon 336 
8p 25 
uenos Aires 

Argentina 

Dear Julio. 

Nov ber 28, 1972 

Dani Schydlowaky told e about the rec t telephone conv re tion 
he had with you concerning the pected dat ,s of c. ipletion of your 
study. I understand that calculations of ef ective rates of subsidy 
wi11 be completed two or three weeks aft r the result f eff ctive pro
tection ar available. Pl a e let e know if ther are any changes in 
the dates and let e have an indic tion of the extra expenditures y 
may incur. 

Aft r the fracas we hav er ted concerning your lo ent by 
th Bank, there u again hop that th Economics of Industry Division 
will offer you a job. I certainly hope that they will do so. 

t 1th beat regard , 

Sincerely yours. 

Bela Balasa 



Mr. B • • lick.ham 
Conference Secretary 
Cambridg Conference on Develop ent 
c/o F culty of story (Roo 12) 
University of C bridge 
West Road 
Cn bridge CB3 9EF 
Engl nd 

Dear Mr. Wickham, 

Nov ber 28, 1972 

response to your letter of October 12 I enclose two sign 
copies of the letter of agre ent as well as a copy of a slightly 
revised ver ion of my p per, ''Regional Integration of Trade: Poli
cies of Less Developed Countries1

• Please let e kno the title of 
the vol e in vhich the paper will appear, and the expected public -
tion dat:. 

With best regards , 

Sincerely your, 

Bel Balassa 

P.S. 
To answer your kind enquiry, my wife and new baby are doing 
very well and hy now the two-year old ha also accepted her 
brotherl 



Growth Fund Research Inc. 
P.O. Box 2109 
San Clemente 
Calif.92672 

Dear Sirs, 

Home Addr as 

2134 Wyoming Avenue N.W. 
ashington D.C. 20 08 

27 ov her 1972 

I 811 sub criber to your Growth Fund Gu1d. I have not 
however received. the Novemb r is ue. Pl aa send this by return 

11. Aleo I would appreciate receiving your Guide rly in the 
month so that I can ke us of it in my trans ctions. 

Sincerel your, 

Bela B lassa 



Fundicator Inc. 
P.O.Box AA 
Denville 

ew Jersey 07834 

Dear Sirs. 

Home Address 
2134 Wyoming Avenu N.W. 
Washington D.c. 20008 

27 Nov ber 1972 

I am a subscriber to your Pundicator Guide. I have not 
however received the Nov ber issue. Please send thi by re
turn mail. Aleo I would p~reciate r ceivin your Guide early 
in the month so that I ca make use of it in my transaction. 

Sincerely yours, 

Bela Balassa 



Templ ton Dobbron & Vance Inc. 
Investment Counsel 
30 Rockefeller Plaza 
New York, N. Y. 

Dear Sirs, 

Home Address 
2134 Wyoflling Avenue N.ll. 
Washingto D.C. 20008 

November 27, 1972 

Please send me a copy of the prospectus of the Templeton 
Growth Fund to my h e address. 

Sincere! yours, 

Bela Balaesa 
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4. A its la j r1<lic . ini tra.t :vas) in icate the 
t · y s1v a 1 al. a a.dt:dn.f.atr tive aapects cf ult! -

t.iona.l project. It deal a.inly with: th n.cnstr ettan, fina:nc.ing, and: 
pe:i:::at1on of th se. roj ect md consid ~e the division of oo ts and eno-

fit ly in c e en thla 1s subject to agre . cnt by t e contr ctin 
parties:. Tb.a vol provide.& little ecou ic o.lysis and, d s itc 
re er nc to th contrary in the. J.utroducti.cn, it o not hav ch to 

y cm t.he l1cat1.ons o \lltlna ion.al projects fr one c iut tra-
ti® in Latin &:oric • 

ee. • Stoutjeadijk 



Tudor Hedge Fund 
120 Broadway 
New York, N.!,. 10005 

Dear Sirs, 

Home Address 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

November 27, 1972 

I recently purchased shares in your Fund. I do not how
ever have a prospectus. Please send me one to my home ddresa. 

Sincerely yours, 

Bela 13 lassa 
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INTERNA T I ONAL DEVEL OP '.ENT I INTERNAflONAL BANK FOR 
AS SOCIATION RECONSTRUCT I ON AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

Ot-FICE MEMORANDUM 
TO: Mr. Ernest Stern DATE: November 24, 1972 

FROM: Bela 

SUBJECT: Bank Policy and Research on Economic Integration 

1. Following the receipt of your memo , I had discussions with Mrs . Hughes 
on the research requ iremen ts of the policy papers on economic integration. 
Our joint conclusions on the t opics , time requirements, and authors of back
ground r esearch papers for an "issues" paper on economic integration throu 0 h 
trad e agreements and for a policy paper on multinational ( integration) proj ects 
are reported in Paras 2 and 3 below . 

2. Background research papers for an "issues" paper on the benefits and 
costs of economic integration through trade agreements and on Bank po l icies to 
be followed concerning such schemes (point "b 11 in Para 18 of my November 6 mer,10) : 

(a) a reappraisal of the experience of the Central American Common Market ; 
4-6 weeks ; Fr ancisco Thoumi, Economics of Industry Division. 

(b) a reapprais~l of the experience of the East African Community ; 4-6 
weeks; a staff member of Eastern Africa Department. 

(c) a survey of recent writings on regional integration i n developing coun:... 
tries; 4-6 weeks ; the author of the 11 issues 11 paper. 

3. Background research papers for a Bank policy paper on multinational (in
te.gration) projects (point "f" in Para 18 of my memo) : 

(a) an investigation of the experience of the Central American Common Market 
with integration industries ; to be done as part of ( 2a). 

(b) an investigation of the experience of the East African Community with 
the transfer tax scheme; to be done as part of (2b). 

(c) an investigation of the industry allocation scheme between Iran, Paki
stan, and Turkey ; 2-3 weeks ; John Hansen , Economics of Industry Divis
ion. 

(d) an investigation of the Central African scheme on industry allocation; 
2-3 weeks; a staff member of the Western Africa Department . 

(e) an investiga tion of the industry allocation scheme of the Andean Common 
Market ; 2 weeks ; Francisco Thoumi , Economics of Industry Division . 

(f) an examination of Bank experience with multinational projects ; 4-6 weeks; 
to be detennined . 

(g) an examination of t he experi ence of regional banks and n&tional aid agen
cies with nultinational projects ; 4-12 weeks ; to be de t ermined . ate: 
Mrs . Hughes and I fee l that a 4-6 week study of the problem should suffi ce; 
this will mean concentr3ting en IDB and AID plus correspondence with other 
r gional banks and aid agencies . 
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4. The people suggested for particular assignments have done work o~ the 
problems in question. I also had preliminary talks with Messrs. de Vries and 
Please on the possible involvement of their staff members without however ask
ing for a definite commitment. I have further discussed with them as well as 
with Mrs. Hughes and Mr. Stoutjesdijk the contents of my November 6, 1972 memo 
and will take account of their comments in the revision. The revised version 
will clearly indicate the research requirements of the policy papers. 

5. The contents of the "issues" paper are briefly indicated in Para 5 of 
my November 6 memo. In turn, the policy paper on multinational (integration) 
projects should focus on the evaluation and the promotion of such projects. 
As to the former, one should consider questions such as the measurement of 
benefits and costs to others than the nationals of the country where the pro
ject is to be undertaken together with the valuation of these costs and benefits ; 
the use of compensation schemes for the equitable distribution of benefits and 
costs and the procedures to be applied in the absence of compensation; the use
fulness of a "package-approach" to multinational (integration) projects; possi= 
bilities to allow for the interrelationship of projects; and, more generally, the 
question as to how lending criteria and lending terms may need to be adjusted for 
such projects. There further appears to be need to consider the question as to 
whether the Bank should play an active role as "promoter" of multinational (inte
gration) projects and what form such promotion should take. This question is of 
especial importance in part because governments may not propose projects whose 
benefits are shared with other countries, and in part because the development of 
techniques to appraise multinational ( integration) projects would require the 
Bank's active participation. 

6. I come now to the question of the "demand" for the two policy papers in 
the Bank . Regional integration in developing countries has received considerable 
attention recently in connection with the primary exporters study as it offers a 
possible solution to small countries with unfavorable export prospects. I am also 
told that Mr . McNamara would like to get the Bank involved in regional integration 
and, in particular, in multinational (integration) projects. Integration has a 
practical interest especially f or the Western Africa and the Eastern Africa De
partments ; the clients of these departmen ts are small primary exporters who par
ticipate in various integration schemes and one of them contemplates undertaking 
multinational (integration) projects. In fact, my memo of November 6 was written 
as a direct response to questions raised by Messrs. de Vries and Please, the Chief 
Economists of the two departments. 

7. As to the potential use of the proposed policy papers by the Bank, a .dis
tinction should be made between the "issues" paper and the paper on policies to
wards multinational (integration) projects. The former can serve to clarify is
sues relating to economic integration, supply a framework for economic reports on 
potentia l members of integration schemes, and provide support for the Bank 's po
licy advising activities . In turn, the latter can serve as a basis fo r Bank fi
nancing of projects that are multinational in character. The importance of these 
papers for the Bank as compared to policy papers on other subjects is a different 
question , however. This is a matter for you and Mr . Haq to judge. 

8. I have dealt so far with the res earch requirements and the potential use-
fulness of proposed policy papers i n the field of regional integration (points 
"a", "b", "d", "e", and " f" in Para 18 of my memo) . The proposed studies on the 
potential effects of integration schemes in selected regions (point "c") and on 

• I 
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industrial location of particular industries (point "g") are not related to the 
writing of policy papers. The latter has been approved b'y the Research Commit
tee and is in progress; the Western Africa Department has expressed an interest 
in the former and I would prepare a research proposal if we reach agreement on 
its usefulness for the Bank. 

cc. Messrs. Cauas 
Haq 
Hawkins 
Hughes 
Stoutjesdijk 

BBalassa:alm 

---



M. Jacques Brochier 
21 quai v. Augagneur 69 
Lyon 
France 

Cher Jacques, 

Adresse personnelle 
2134 Wyoming Ave. N.W. 
Washington D.C. 20008 
USA 
le 21 novembre, 1972 

Mes amis Perouviens viennent de me suggerer de passer quatre 
jours au lieu de trois jours au "royaume inca". Voice un nouvel 
itineraire, Est-ce que vous etes d'accord? 

28.12 jeudi CF217 Lima 9,50 - Cuzco 10.50 
visite de la ville 

29.12 wwendredi visite a Macchu Pichu 
30.12 samedi retour de Macchu Pichu 
31.12 dimanche visite de la Valle des Incas et le marche indian 

de Pisac 
1.1 lundi CF216 Cuzco 11.10 - Lima 12 . 10 

Amicalement, 



Mr. Ernest Stern 

Bela Balassa 

Poverty 2000 

Nov ber 21, 1972 

I strongly support Bank research on income distribution but I do 
not feel that we have sufficient evidence to judg Mr. Elliott's project 
at this time. I suggest that we postpone the decision until early next 
year when the first samples of his work become available. 

cc. Members, Research Committee 



The President 
PEPCO 
P.O.Box 2812 
Washington D.C. 20013 

Dear Sir, 

Home Address 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

21 November 1972 

In my letter of October 24 to your firm I indicated that I was over
charged in your bill of October 5 and sent you a reading of my electricity 
meter as of October 19 together with a check for the amount of electricity 
actually utilized. I enclose a copy of the letter. 

Your bill of November 7 reflects the payment of $40 bat rather than 
adjusting the bill, I am again charged with an exaggerated amount for the 
period October 5 - November 7 as well as a penalty payment for the previous 
period. At the same time, I was sent a card stating that "for the past 
seveaal months the meter reader has not been able to gain ntrance to my 
premises". This statement is untrue as, with two small children, there is 
always somebody in my house. At any rate, the meter reading sent you in my 
letter could have been used in the bill. 

I wish to add that on November 19 them ter read 25830, as compared 
to 28960 shown in your bill of November 7. I wish to ask that my bill be 
rectified immediately and the ove,:due charges cancelled. Payment will be 
tnade as soon as I receive the revised bill. 

Sincerely yours, 

~cC 
ela Balassa 



The Economists' Bookshop 
Clare Market 
Portugal Street 
London WC2A 2AB 
England 

Dear Sirs, 

November 21, 1972 

Tl1ank you for your recent note. I 
enclose a check for $47.62 in payment of 
the invoices that are outstanding. 

Sincerely yours, 

Bela Balassa 
Professor of Political Economy 



INTERNAT I ON tl. DEV FL t 
ASS0C I ,H I ON 

'T I IN1ERNAT IONAL BANK FOR 
RECON STRllCT I ON AN O OEVELOF'MEN T 

INTERNATJO, ' AI. FINAN CE 
CORPORAT I ON 

OFFICE ME/\/\ORANDUM 
TO: Files 

FROM : Bela Bal ass~f 
\ 

SUBJECT: Bank Work in Proj ect Evaluation 

DATE: November 21, 1972 

1. Mes srs. Chenery , Cauas, ·van ·der Tak and Balassa discuss ed on November 
10, 1972 Bank work in project evaluation. The following summary of the d is
cussions is based on the assumption t ha t Mr . Henderson will accept the as~ign
ment to coordina t e research on shadow prices and proj ect evaluation in the 
Bank; it may serve as a b.asis for a memorandum by Hr . . Chenery after this qu.es.
tion is clarified. The topics covered ar e : the res ults of the recent Project 
Fest ; the reconstitution of the Steering Group for Sector agd Project Economics; 
the operational memorandum on project appraisal; and the research program on 
shadow prices and project evalua tion. · · 

2, Apart from d e.monstrating that, p·rop erly defined, alte-rna tive methods of 
project evaluation have the same information requirements and give the same re
sults, the main b~nefi t of the Project Fest appears to lie in its· educational 
value to Bank staff. It has contributed to a better understanding of methods 
of project evaluation and of the need for using -shadow prices . Ho~ever, differ
ences of opinion remain as to t ~e practical ap~ lication of alternative methods . 
Messrs. Balassa and · Henderson have been asked to write a short memorandu~ stat
ing point s of agreenent -and the qu estions to - be clarif ied . 

3. The Steering Group for Sector and Project Economics has been reconstituted 
with Mr . Herman van der Tak as Chairman and Nessrs. Bel a Balassa and David Hen
derson as members. While the Steering Grou~ has r esponsibility f or Bank work 
on project evaluation and its relationship to sector s tudies , Ir . Henderson ha$ 
been ·asked to coordinate Bank r esearch on shadow pr_~ces a:1d proj ect evaluation 
on a day.:. to-day ba.s is . 

4. Under the direction of Mr . van der T~k, the Centra l Proj eets Department is 
engaged in an extensive revision of the operational memorandum on project apprai
sal. 'In r evising the operational memorandum, use -will be made 0f the · va.rious r e
search papers prepared or in preparation at the Bank. Drafts of the memorandum 
will be circulated to those engaged in proj ect work and , in particular, Mr . Hen
derson's contr i bution will be solici t ed . 

5 . Messrs. Balassa and Henderson have been asked to review recen t Bank rc,-
s earch on shadow pric es and project evaluation and to prepare a proposal fo r 
£u ture research . The proposal should aim at establishing a coordinat£d research 
program in the area and should cover work hy Bank staff as well a~ by consultants . 
It should take Mr . van der Tak ' s !-fay 10, 1972 m_emorandum on Sh_adow Prices and Pro
ject Appraj_sal as its point of depn.r ture. A copy of this memorandum is enclosed . 

cc. Messrs. Chenery 
Ca11as 
Dulay 

EB<1lassa : a l m 



. ,,, JL C: LO PMEN • 1r-· , .::n,.A 1 o , ,;L iJMH. FO ,, I INTE.k, A1io,\/1l; Fl AN · 
ASSOCIAT ION RECONS TRUCTIO AND DEVE LO PMENT CORPORAtl~ 

OFFICE MEMORANDU/v\ 
TO: Distribution I~st 

FROM : Hennan G~ van der Tak 

SUBJECT: Shadow Prices and Project Appraisal 

DATE: May 10, 1972 

Following recent discussions, memoranda_ (from Balassa, Iend,ersori, 
van der Tak) a:1d r esearch proposals (DRC, Economics), I should like to 
meet with you on lfonday, Hay 15, 10 A. M. , in Room C-303, to: 

(i) Agree on a program of work on shadow prices and project appraisal, 
and 

(ii ) discuss a series or· seminars on this topic. 

Work program . Tentatively this work program includes the following: 

l. Alternative project appraisal methods. 

(a) General su:r-._rey paper on Little/V.irrlees, Bruno '!'est, 
UNID0 (Marglin ), etc .; 

Deepak Lal (ECD), in progress, draft being revised and 
completed, completion date? 

. (b) Casa studies. 

(i) Agriculture, Purna project; 

Duane _apd -Lal (ECD), in progres~, completion date? 

Parish (ECD)· and ? (APD ), Start? Completion? 

(iii) Industry, project? 

Cannignani (NPD ) and ? (ECD), St.art? Completion? 

(iv) · 0ther? 

2. Shortcut methods of estimating sbadow prices f or capit:ut labor, 
and foreign exchangG. 

(a) Balassa, Blitzer, Goreu.x 

Sccpe? Sta:r•t? .. Completicn? 

. ' 
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(b) Deepak Lal (ECD) 
. 

Scope? Start? Completion? 

(c) Maurice Scott (ECD?)? 

3. Implications of partial use of shadow pr.ices ( second best 
problans ). 

(a) Dcepak Lal (ECD) · 

Part of survey paper sub 1 above? 

(b) Schydlowski? 

4. Sensitivity of shadow prices to specification of objcctj_,;e 
function (in particular, income distribution considerations). 

(a) Practicable method· of taking account of income distribu
tion in project selection. 

Author?, Start? (soon),_ Completion (6 months?) 

(b) Long-tenn study of impact, on shadow prices of' al ter:-:a ti ve 
specification of objective fanct:on. 

-

Goreu.x and others (DRC ); in progress, completion date? 

5. Fiscal constraints in impl€menting shadow price allocation? 

(i) Effect of fiscal constraint on relevant sho.doH prices. 

(ii) Tax/subsidies systt:-mi for implementing shadow prices. 

Author? Start? Completion (6 :onths?)? 

6. Sensitivity of shadow prices to different policy assumptions. 

(i) Trade policies; 

Inna Adelman (DRC) Start? Completion? 

General question also to be discussed in Lal 1 s survey 
paper, (sub 1 above) • 
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7. Changes ,;.n shadow ptj.ces over ti...11e . 

1rianne (DRC ), SVrt? Completion? 

Bruno (DRC ), Start? Collipletion? 

May 10, 1972 

I hope that durin0 our r.1ecting we can :'inn up this ·program, assi-n 
definite responsibiliti es and a ree on timet.ables . 

Seminars 

I have received several suggestions for a series of seminars and 
other discussions on the use of shadow prices in project ana.lyc:;-is, and. 
fully agroe that this would te useful and desirable. I::i 1,y view it will · 
be most effective to organi~e 11 1:imited access seminars 11 to oiscuss 
specific topics on the basis of prepared papers . In additio~, o en 
seminars stould be h0ld f row ti.me t o tir..e to clisse .. inat~ whatever results 
are obtained more widely i:1 the Bank . 

A tentative series might incl ude the following s eminars : 

l . On alternative projec t appraisal methodology. 

(a ) 

(b) 

(c) 

(d ) 

Deepak Lal , on general survey paper being- prepared. 

i•aurice Scott , o. Little~·lirrlees with 
to e::>..-perience w:i.th actual applicat,ion. 
C()Jnpleted). 

special r eference 
(Paper now being 

Stephen Ma:rglin on U ITDO 'fothocl (Guj_aeline volume has 
j ust been published) . 

Authors of Bank case st.idies. 

I propose we start the series in Septem;)er, afte1· the summer recess, 
and all ouing adequate ·time for preparatio·1 and abso:-ption o_ papers for 
discussion.. I suggest we l:ir.lit participation to t -1enty or 1ess:1 and get 
some of the participants as cli.scussants, or at lee st participants, i.n 
other sessions . Would it be preferable to concentrate a number of se:nin2.rs 
in a short period, say a week, or rather stretch i•t out? 

2. On second best problems etc. (see .-1ork progra.-rn sub 3 c:.nd 5 above) . 
To be scheduled after ~ompletion of r·elevant papers. 

3. On sho~cut methods for estir:1atir,g shadow prices ( see work 
p r ogr am sub 2 above) . Idem . 
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4. Treaunent of inco;ne distributior:./c:;;;ployraent in projoc_t 
analysis . Idem . 

· 5. Other-. 

FGv-ander'.fak : l.fb 

Distribution: 

cc: Uessr s . Haq, B. B. King 

Messrs . Hender son , Hawkins , Reu_tlinger, Hrs. Hughes (o .. r~) 

Fessrs . Goreu.x, Balassa, Bl itzer 

1'-lr. Ti.ms 



Cher Jacques, 

Adresse personnelle 
2134 Wyomin Avenue N.W. 
Washington D.C. 20008 

le 17 novembre, 1972 

Voici les renseignments sur les vols Paris/Lima/Cuzco. 

27.12 
29.12 
1.1 
4.1 

mercredi 
venredi 
lundi 
jeudi 

AF203 
CF217 
CF216 
AF202 

Paris 
Lima 
Cuzco 
Lima 

*avec une escale a Pointe-a-Pitre 

11.00 - Lima 21.50* 
9.50 - Cuzco 10.50 

11.10 - Lima 12.10 
11.00 - Pointe-a-Pitre 19.10 

Nous allons retenir des placessur les vols Lima/Cuzco/Lima 
indiques ci-dessus. Faites le memel 

Il nous a fait beaucoup de plaisir de te voir et nous esperons 
de vous retrouver tousles deux a Lima . 

Mes amities a Huguette. 

M. Jacques Brochier 
21 quai v. Augagneur 69 
Lyon 
France 



Eaton Paper Co. 
75 South Church Street 
Pittsfield 
Massachusetts 01201 

Dear Sirs, 

Home Address 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

Novemb r 17, 1972 

Please send to my home address one "'Week-at-a-Glanee" dated 
diary for 1973, no. 175-lOOJ, any color except dark blu . My check 
for $1.85 is enclosed. 

!tt.ncerely yours, 

Bela Balassa 



"The Sun" 
Baltimore 
Maryl nd 

Dear Sirs, 

Home Addr ss 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

Nove ber 17, 1972 

Please se d to y home address a copy of Frank Schoonmaker's 
Vintage Wine Chart. 

Many thanks , 

Sincerely yours, 

Bela Balassa 



Markham Publishing Co. 
3322 West Peterson Ave. 
Chicago, Ill. 60659 

Der Sirs, 

Novemb r 14, 1972 

Please send me copies of Project aluation: Collected 
Papers and Papers in Economic Dev lopment. both by Arnold C. 
Harberger, together with your invoice. 

Sincerely yours, 

Bela B lassa 
Professor of Political Economy 
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Professor Richard Ruggles 
Department of Econocics 
Yale Univer ity 
New H :ven, Conn. 

Dear Richard , 

OV her 14, 1972 

It is ne rly a year ago now since I submitted the revised 
version of my paper written jointly vi.th Daniel Schydlowsky on 
"Indicators of Protection and Other Incentive Measures" for publi
cation in the Proceedings of the Cuernavaca Conference. Could you 
please let rne know when the volume is scheduled for publication s 
well as its title and the name of the publisher. 

Sincerely ours, 

Bela Balassa 



Dr. C. D. Kernig 
SDG 221 (238) 
Redaktion im Verlag Herder 
78 Freiburg 
Hermann-Herder-Strasse 4 
West Germany 

Dear Dr. Kernig, 

November 14, 1972 

I received last April the proofs of the English version 
of my "Foreign Trade Theory". I would appreciate your inform
ing me of the exact date and title of the publication of the 
volume in which this paper will appear. Also, I would like to 
know how many reprints I will receive. 

Sincerely yours, 

Bela Balassa 



Medical Economics Inc. 
Oradell 
New Jersey, 07649 

Dear Sirs, 

Home Address 
2134 Wyam:tn Avenue N. • 
Washington D,C. 20008 

Novenber 14, 1972 

Please would you send to my home address one copy of 
the October 23 issue of edical Economics. 

Many thank. 

Sincerely yours, 

Bela Balas a 



Mr. F. J. Mannarino 
Vice President 
W. & J. Sloane Inc, 
1130 Connecticut Avenue N.W. 
Washinton D.C. 20036 

Dear Mr. Mannarino, 

Home Address 
2134 yYoming Av nue N.W. 
Washinton D.C. 20008 

November 14, 1972 

In view of our agreement, on October 10 I paid th remainder of 
the purcha e price of the sofa. I have now received, however, a bill 
showing a debit balanc of $18.29. This apparently represents interest 
charges on the outstanding balance in the past few ontbs. I cannot ac
cept this bill as I noted the defects of the sofa in a 1 tter last spring 
but your firm did not act on my complaints until rec ntly. I wish to 
add that I have never signed a credit agreement with your firm. 

I enclose your bill with the r quest that this be cancelled. 

Sincerely yours, 

Bela Balassa 



Organisation for Econo ic Co
operation & Development 

1750 Pennsylvania Avenue N.W. 
Washington D.C. 

Dear Sirs, 

November 14, 1972 

Please send me copies of the following publi
cations: 

The Industrial Policy of Japan 

Problems of Environmental Economics 

Sincerely yours, 

Bela Bal.assa 
Professor of Political Economy 



Rand c ally 
Bo 7600 
Chicago 
Illinois 60680 

Dear Sirs, 

ov ber 14, 1972 

Please send m one copy of Gurley
Cleaver. Readings in Radical Econo cs, to
gether with your invoice. 

Sincerely yours, 

Bela B lassa. 
Professor of Political Econ 



Allyn and Bacon 
Dept. 893 
470 Atlantic Avenue 
Boston, ss. 02210 

Dear Sirs, 

November 14, 1972 

It ach a cour eat Johns Hopkin niver ity on 
Coaparative System. I would like to consider usin 
in this course cuberger-Duffy, Comparative ·conomtc 
Syst s, and would appreciate receiving a copy of th 
book. 

Sincerely your, 

Bel B 1 as 
Professor of Political Economy 



Novem er 13, 1972 

The University of Chicago Press 
5750 Ellis Avenue 
Chicago, Ill. 60637 

Dear Sirs, 

I teach a course at Johns Hopkins Univer it on 
Development Theory. I would like to consider using in 
this course Kelley, Williamson, Cheetham, Dualistic 
Economic Development, and would appreciate receiving a 
copy of the book. 

Sincerely yours, 

Bel Balas a 
Professor of Political Eco omy 
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TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOP 
ASS'lC I A Tl ON 

. I INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 1 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert A. McPheeters 

Bela Balassa ~ 
World Bank Atlas 

DATE: November 10, 1972 

1. Several years ago I commented on the figures in the World Bank Atlas, 
criticizing the use of 1964 exchange rates in converting data expressed in 
terms of national currencies into US dollars and noting the apparent error 
in the ranking of the socialist countries by per capita incomes. I am glad 
to see that the conversion ratios have been updated in the new edition of 
the Atlas and that the ranking of the socialist countries has since also been 
corrected. However, the absolute figures shown for these countries continue 
to be subject to an upward bias so that, while they are correctly ranked among 
themselves, this is not the case vis-a-vis market economies. 

2. The bias is due to the use of official exchange rates for the Soviet 
Union to which the exchange rates of the other socialist countries are linked. 
Apparently for prestige ·reasons, some years ago the Soviet government decided 
to increase the "value" of the rouble above that of the US dollar . This choice 
was, however, wholly arbitrary as evidenced by the relative valuation of the 
rouble and the dollar by the major trade partners of the Soviet Union . Since 
the introduction of the 1968 economic reform, Hungary has used for pricing pur
poses a ratio of the rouble to the dollar of 1.5 as against the official rate 
of 0.9; I am told that similar ratios are applied in other socialist countries. 
But Hungaryrs per capita income, too , is overestimated; in domestic price calcu
lations a conversion ratio of 60 forints to the dollar is employed as against 
the exchange rate of 21 used in the Atlas. 

3. Utilizing the results of research by Western scholars may help to im-
prove the accuracy of the estimates for the European socialist countries. The 
error possibilities are even larger in the case of the Asian socialist countries 
and the estimates again seem to be subject to an upward bias . Thus , I doubt that 
Mainland China has a per capita income ($160) much above that of Ceylon ($110) 
and that incomes per head are higher in Mongolia ($460) than in Taiwan ($390). 
In the case of China even the population figures are very much in doubt; a fig
ure of 700 million has recently been us ed in official pronouncements as against 
836 million in the Atlas . I wonder therefore if anything is gained by the in
clusion of data for the Asian socialist countries in the Atlas. 

cc. Messrs. Chenery 
Stern 
Hayes 
Cauas 

BBalassa:alm 



INTERNATIONAL DEVELOP~ 
ASS')CI ATION 

. I INTERN ATIONAL BANK FOR 
RECONSTRUCT I ON AND DEVELOPMENT 

INTERNATIONAL F I NANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: All Contributors 

FROM : Bela Balass\~ 

DATE: November 10, 1972 · 

SUBJECT: Development Strategies Project 

1. In reviewing the calculations for the country study on Korea, I 
have come to the conclusion that the definitions used in our project would 
need to be changed in two respects. Both of these changes have been made 
in the Korea study, for which we now have the fu ll set of results. The 
changes should also be made in the other country studies and the results 
of the calculations be sent to me at the earliest. 

2. Firstly, there is t he question of the norms used for credit, tax, 
and input subsidies . In "Outline and Methodology", it was suggested that 
the norm should be def ined as the rate that would obtain in the absence of 
subsidies . This will be the weighted average of actual rates in some cases 
(income tax) but not in others (credit). While this formulation has merit 
on theoretical grounds , the use of a norm different from the weighted aver
age of actual rates would give rise to difficulties in the interpretation 
of the results since , for all industries taken together , average effective 
subsidies would differ from average effective protection . At any rate, in 
order to define incentives in relative terms, the weighted average of actual 
rates needs to be used as the norm . Please revise your calculations accord
ingly. 

3. Further questions arise in connection with the definition of the ef -
fective rate of subsidy in using the so-called Balassa formula . In equation 
(40), this has been defined by deducting actual payments for income taxes, 
interest, and non traded goods from the numerator and "hypothetical'' payments 
calculated according to the relevant norms from the denominator . This formu
lation has appeal as it entails defining value added with the exclusion of 
all such payments made by the firms in a particular industry . It has the in
convenience however that estimates of rates of effective protection and effec
tive subsidy are not comparable since they use a different denominator and, by 
deducting the "norm" payments from the denominator, effective rates of subsidy 
are rais ed above effective protection rates. To avoid this, and to make the 
two sets of estimates comparable, I have revised (40) in a way that parallels 
the formula used in estimating the Carden measure of protection . (In the equa
tion, G does not appear separately ; if there are government expenditures bene
fiting particular industries , they should be regarded as negative taxes in cal
culations made with both the Balassa and the Carden formulas). 

(40) 

w.B + >(a _n - a .) P · + (Ten - Tc)Q
1
• + (in - i)K1· i ~ ni ni 1 

----------------------------1 
V B 

i 
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4. Taking the norms to equal the weighted average of rates applicable to 
individual industries, in the numerator of the formula the sum of all terms 
other than Wi8 will be zero on the national economy level. Correspondingly, 
the weighted averages of rates of effective protection and of effective sub
sidies for all industries taken together will be the same. In turn, for in
dividual industries, differences between the two sets of rates will indicate 
the combined value of the various subsidy measures other than protection as 
a percentage of world market value added. 

5. In this way, we can show directly the relative importance of protec
tion and of all other subsidy measures for individual industries. Thus, if 
for a particular industry, the effective rate of protection is 20 percent 
and the effective rate of subsidy 30 percent, it is immediately apparent that 
measures other than protection amount to 10 percent of world market value added, 
accounting for one-third of the subsidy received by the industry. Conversely, 
if the effective rate of protection exceeds the effective rate of subsidy, mea
sures other than protection will discriminate against the industry in question. 

BBalassa:alm 
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Professor Jean Waelbroeck 
Universite Libre de Bruxelles 
Departement d'Economie Appliquee 
DULBEA 
Ave. F. D. Roosevelt 50 
1050 Bruxelles 
Belgium 

Dear Jean, 

November 10, 1972 

Many thanks for your letter of October 26. Both Louis and I are glad 
to hear that your work with Ginsburgh is progressing well. 

In your letter, you indicate .your intention of coming to Washington in 
the first half of December. This date appears rather early to us given the 
fact that your results are apparently not yet available and it will take time 
to evaluate them. We are asking you therefore to postpone your visit until 
you have prepared a paper incorporating your results together with an evalua
t;ion. It would be useful if you could send the paper to us some time prior 
to your visit so that we and others could read it beforehand. 

As to the proposed work on connnodities, we recall our agreement with you 
that your collaborator would collect information on the relevant elasticities 
for all major primary products and would attempt to fill in the lacunae. From 
your letter, it is not clear if the first stage of the work had been done and 
this would have led to the selection of the five products mentioned in your 
letter. The elasticities for these products are hardly applicable to the par
ticular product groups as they are not representative of these groups. At any 
rate, it would not appear to be an efficient use of available funds to do very 
detailed work on selected cormnodities; the emphasis should rather be on supple
menting available information as noted above. 

Your contract will be sent to you before the end of November. We had 
to put aside $1000 for travel which leaves $14,000 out of a total of $15,000. 
I am afraid that we had not thought of this at the time you were here and the 
omission was pointed out to me only as we were preparing the contract. But if 
this will mean that you are short of $1000 for paying your collaborators, we 
will provide for it in our budget for the next fiscal year that begins on 
July 1, 1973. 

One last point. Following a reorganization of the Development Research 
Center, administrative responsibility for DRC research projects has been de
centralized, and Ardy Stoutjesdijk has been given such responsibility f or your 
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research proj ect. He will correspond with you in the future on contractual 
matters, with Louis and myself continuing to write on other matters. 

copies - essr s . Gor cu.~ 
Stoutjesdijk 

~.o u 

Sincerely yours, 

(JV--
Bela Balassa 



DRC Staff Members 

Bela Balassa 

Missing Journals 

Nove her 10, 1972 

At the time I joined the Center I had iull sets of the majou 
journals, with the exception of the December 1964 issue of the Economic 
Journal. I now find that I have several issues i sing. I would like 
to ask those of you who have been borrowing journals from me to check 
their library to see if they have any of the missing issues. Also, 
please do not take any journals from my office in the future without my 
secretary making a note of it. The mi sing journals are: 

Review of Economics and Statistics 

Econometrica 

Journal of Political Economy 

Quarterly Journal of Economics 

BBalassa:alm 

August 1968 

January 1964 
Aptil 1964 
September 1971 

Jan-Feb, 1971 
Jan-Feb, 1970 

Novemb r 1968 



Dear Mrs. Herbst, 

Home Address 
2134 Wy0111ing Avenue N.W. 
Washington D.C. 20008 

November 10, 1972 

Last May I ordered some excellent pastry from you by ail. I 
would like to do the same again. I enclose a check for $20 to cover 
the purchase as ell as the postage. 

I would like to have several kinds of strudel. Should there be 
any difficulty in sending this in the mail I would in tead have two nut 
beiglis, one poppy-seed beigli and a sorted pastry for the remaining 
amount. l would appreciate your early attention to this order. 

rs. Herbst 
1437 - 3rd Ave. (bet.81 and 82) 
New York, .Y. 

Sincerely yours, 

Bela Balassa 



Dr. Daniel Schydlowsky 
Center for Latin American 

Development Studies 
~45 Commonwealth Ave. 
Boston, Mass. 02215 

Dear Dani, 

November 9, 1973 

Anne has done a valiant job in typing out my comments on 
the Argentina draft study. In this way she spared you the trouble 
of trying to decipher my handwriting. Please call me if you have 
any questions about the comments. 

In answer to my letter enquiring about the calculations on 
incentives for sales to domestic and to foreign markets, Julio in
dicated that he believes that remaining calculations would be done 
in Boston, I presume that he has provided you with all the data 
you need to make the above calculations. This is of great impor
tance since the separation of incentives for exports and for import 
substitution is the principal distinguishing characteristic of the 
new study. May I therefore repeat my request that the tables be pre
pared in the prescribed form as is done in all the other country 
studies. 

Sincerely yours, 

Bela Balassa 



Mlle. Olivia AdriaI'.a de P ula 
12 Cite Vaneau 
Paris le 
France 

Chere Olivia, 

Adresse Personnelle 
2134 Wy ing Avenue N.W. 
Washington D.C. 20008 
USA 

1 9 novembre 1972 

Nou so es contents d'apprendre que vous arriv rez le 26 nov brc. 
ous erons a l'a roport de Washington pour vou accu illir. 

Votr avion, co e tousles avions venant d 
eec 1 av nt d'arriver a Washington. C'est a cett 
vous allez p sser le formalit s administrative et 
les autres passa ers, vous d scendrez avec tous voe 
1' vion ensuite. 

Paris, va fire un 
escal (a Boston) ou 
douanieres. C e 
bag gee et r agn rez 

D ns l'avion on va vous donner deux fort1Ul 
l'hotesse de vous aider~ faire. Vous devrez 

les Gulhati sur lea formulaires. Aussi, indiqu z 
douan que vous n'avez rien decl rer. 

ires remplir: dem ndez 
ettre votre odressc chez 
ur le formulaire pour le 

Avec es meilleurs sentiments. 

Bela Balassa 



INTERNATIONAL DEVELOPMEr. I INTERNATIONAL BANK FOR I .nERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. J.P. Hayes DATE: November 8, .1972 

FROM: Bela Balassa 

SUBJECT: Import Substitution and Industrialization 

1. I am in general agreement with the conclusions reached in the revised 
version of Paras 43-51 of the Primary Exporters study. The following comments 
are designed to sharpen some of the points you have made and to correct an 
omission as regards policy recommendations. 

2. I would suggest distinguishing among the following stages of industria-
lization: 

(1) "natural" import substitution of various manufactures, 
tion materials, matches, beer and nonalcoholic beverages, 
transportation costs inhibit trade; 

such as construe
where high 

(2) import substitution under protection of nondurable consumer goods and 
their inputs that tend to be labor-intensive and where economies of scale 
are of relatively little importance (it is this rather than the previous 
stage that is customarily called the "easy phase" of import substitution); 

(3a) import substitution under protection of other intermediate goods, capi
tal goods, and durable consumer goods, many of which are capital intensive and 
require large-scale production for efficient operations. 

(3b) the exportation of nondurable consumer goods and their inputs. 

3. The "easy phase" of import substitution has been completed by most Latin 
American and Asian countries; the small markets of many African countries however 
constrain their industrial development already in this phase. In turn, in coun
tries that have progressed beyond this stage, the choice between alternatives (3a) 
and (3b) cannot be explained by objective factors alone. Rather, the choice has 
been the result of a conscious decision and some countries with similar character-
istics have adopted different policies . 

4. In the discussion of growth rates, I suggest putting the emphasis on the 
much more rapid expansion of countries following policy (3b) as against (3a). In 
turn, I would qualify the· statement that the larger countries in group (3b) have 
done better than small countries . While large countries had a growth rate of at 
least 4 percent during the period under consideration, nearly two-thirds of the 
smaller countries did as well or better and those with lower growth rates gener
ally followed inappropriate policies. 

5. As regards the relationship between import substitution and economic growth, 
I would emphasi ze that growth rates tend to be high until industrial expansion en
counters market limitations. This will happen at diff erent points .depending on 
the size of domestic markets . But market limitations have become binding even in 
the largest developing countries and the resulting slowdown in economic growth 
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has led to policy changes involving export incentives and lower protection 
(Brazil, Colombia) or, at least, proposals for such changes (Argentina, 
(Chile). 

6. As in smaller countries market limitations become binding at an 
earlier stage of industrial development, in the absence of favorable pros
pects for primary exports these countries would have to accept a lower liv
ing standard or export manufactured goods to developed and/or other develop
ing countries. The latter solution involves some form of economic integra
tion that would need to be considered in the discussion of policy alterna
tives. 

cc, Messrs. Gulhati 
Hughes 
Weiss 

BBalassa:alm 



INTERNATIONAL DEVELOP,IE, I IN TERNATIONAL BANK FOR HERNAT I ONAL F I NANCE 
ASSOCIATION Rt::CONSTRUCTION AND DEVE LOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Files DATE: November 8, 1972 

FROM : Bela Balassa and Helen Hughes ~ 
SUBJECT: A Proposal for a Bank Group Research Program in Industry 

1. Although the Bank ' s Regional Departments are now responsible for all 
IBRD and IDA lending , Bank work on industry remains dispersed , with the In
dustrial Projects and the DFC Departments as well as IFC having operational 
r esponsibilities and providing functional guidance, and the Economics of In
dustry Division of the Development Economics Department undertaking economic 
analysis . All these units sponsor, and utilize the results of , research on 
industry carried out for the most part by the Economics of Industry Division 
(EID) and the Development Research Center (DRC) . To make such research con
f orm to the Bank's priorities and operational needs , to 2·?oid overlapping , and 
to use the Bank ' s comparative advantage in research effectively , it seems ad
visable to prepare a medium-term (2-3 years) research program for industry, 
wi t h an indication of its relationship with other areas . 

2 . In the following , we briefly discuss research under way or contemplated 
in various areas (Short descriptions of the individual research projects will 
be circulated later in the month) . We would appreciate receiving suggestions 
both on the res earch considered in the memo and on the future directions re
search on industry should take. The c~mments will be utilized in revising the 
memo for discussion at a meeting with the participation of those interested in 
early December. 

A. DEVELOPME T STRATEGIES 

3 . As industrial policy is an important part of development strategy , re-
search ii this area should help the Bank to advise developing countries on the 
choice among alternative strategies. Related work includes comparative analy
sis of manufacturing industries, incentive systems, and policies for the least 
developed countries . 

(a) Basic data and comparative analysis. Comparative analysis is required to 
establish ·nternational patterns of industrial development . EID will continue 
its work on basic statistics to the po·nt where this can be taken over by the 
Economic and Social Data Division of the Economic Analysis and Projections De
partment for incorporation in its daca bank. In collaboration with Mr . Chenery, 
EID will also undertake work on patterns of industrial production and trade . 

(b) Incentive systems . Following the publication of the volume on the Structure 
of Protection in Developing Countries, a research project on the system of incen
tiv s ( including protection , tax, credi t, and expenditure measures) in six semi
industrial countries has been undertaken Rt the DRC . Another relevant research 
project, nearing completion at EID, examines the r lationship between tariff le
vels and economies of scale . 

(c) Policies for least- developed countries . It ·s proposed that further research 
on incentiv e systems should concentrate on the least developed countries that a r e 
becoming a focal point o( the Bank ' s work. DRC plans a study of r egional economic 
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integration through the coordination of incentive schemes for West Africa. Multi
national investments offer another route to regional integration; the preparation 
of a policy pap er is planned on the subject, and DRC continues research in this 
area (cf. Part D below). The entire subject of economic integration will be con
sidered in a separate memo. 

B. EMPLOYME T AND INCO fE DISTRIBUTION 

4. Given the Bank's increasing emphasis on employment and income distribution, 
this is an area where a substantial part of research on industry should be con
centrated. The research program is expected to be an important input into the 
sector program paper planned on this subject for FY.1974. Major research areas 
include : 

(a) Choice of techniques. Some aspects of capital-labor substitution in indus
try were examined in papers prepared by consultants for the DRC. A research pro
ject on the choice of techniques is being carried out at the DRC on the mechani
cal engineering sector in Korea . Further work is planned in connection with pro
gramming models in the manufacturing sector noted under D. · 

(b) Capacity utili zation. The Research Committee is contributing to the finan
cing of a study of problems relating to two-shift operations in several Latin 
American countries directed by Rosenstein-Rodan . A comparative study of capital 
utilization , analyzing the causes of unused capacity and the policy measures that 
may be used to correct the situation, is planned by EID . 

(c) The role of small-3cale industries in industrial development. Background 
work is being undertaken by EID ; a research project which would attempt to iden
tify ways in which the Bank could finance small industries has been approved by 
the Research Committee subject to the availability of funds. 

C. SECTOR SUPPORT 

5. Apart from work listed under headings A and B, relevant research areas in-
clude the prospects and problems of the exports of manufactured goods from less 
developed countries, foreign investment in these countries, and development fi
nance. 

(a) The supply and demand for manufactured exports 

(i) With UN agencies giving considerable attention to market research, we 
should concentrate our attention on incentives to manufactured exports and their 
effect on growth in the developing countries. Research on export incentives is 
carried out at DRC in connection with its research project on incentive systems 
in semi-industrial countries . Further research is planned relating these in- · 
centives to export performance and economic growth . Also , EID plans to continue 
its work on export promot ion in India . 

(ii) The demand side of this problem was dealt with in broad terms in the papers 
for the Seminar on Industrialization and Trade Policies for the 1970s which are 
now being prepared f or publication . As interest in t his subject has been stimu
lated so that work is being carried out in developed countries and bf ofher agen
cies , the Bank should not undertake further research in this area. It should, 
however , continue to monitor developed country policies on the imports of manu
factur ed goods from the LDCs, with a v iew to advising on export incentives in the 
developing countries . 
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(iii) Supply and demand projections for trade in manufactured p'rociucts are 
to be undertaken by the Economic Analysis and Projections Department. 

(b) Foreign investment . This is a subject which has attracted a great deal 
of attention; the International Economics Division is engaged in improving the 
data base , and a " state of the art" paper has been produced . Further work in 
areas of particular interest to the Bank, and not covered elsewhere, is being 
contemplated by EID , the DRC , _and the International Economics Division . A 
research program in the area will be prepared jointly by these nnits . 

(c) Development finance . DFC special study missions to Korea , Turkey , and 
India, and the Program and Eudgeting Department's study of Iran and Tunisia 
will provide the material for the effect of development finance companies on 
industrial growth . Further studies are being planned . 

D, PROJECT SUPPORT 

6, Support for industrial projects lending should continue to fonn an im-
portant part of research on industry. The following areas are considered to 
be of prime importance : 

(a) Industry studies . The Bank Group's lending in a number of areas requires 
information on specific industries. A study of textile exports is being com
pleted in EID , the Industrial Projec ts Department has sponsored a research pro
ject on steel prices , and it is proposing an in-house study of the pulp and 
paper i ndustry . Other industry studies may be desirable if information is not 
readily available elsewhere . 

(b) Programming mod els . Work on the Kor ean mechanical engineering sector and 
the fertilizer industry in West Africa is nearing completion at the DRC . Other 
programming studies involving choice of plant size , technology, location, and 
timing are being undertaken in the DRC in response to demands received from 
Regional Departments and the Industrial Projects Department . In the choice of 
the proj ects to be investigated , emphasis is given to multinational investments . 

( c) Project appraisal techniques. Work on project appraisal techniques has 
been undertaken in EID and DRC , while in DFC and IFC the practical application 
of evaluation techniques is under study . 

(d) Determination of border prices . The problem of determining appropriate 
"border" prices in proj ect appraisal is one which has concerned the Bank group 
for some time. A proposal for r esearch which would assist in the solution of 
this problem is being prepared in the EID. 

cc. Messrs. Chenery, Stern, Cauas, Gulhati, Haq , Hayes, Stevenson 
Regional Chief Economists 
Messrs. van der Tak, Fuchs, Gustafson, Qureshi 
Messrs . Moore, Stoutjesdijk, Weiss, Wood 

BBalassa/Hllughes: alm 



Mr. Frederick Drew 
Las Amazonas 190 
San I idro, (El Olivar), 
Lima 
Peru 

Dear Mr. Drew, 

Home Address 
2134 yoming Avenue N.W. 
Washington D.C. 20008 
USA 

November 7, 1972 

Many thanks for your letter of October 19. 
meet you on my visit to Lima in the first week of 
be away, I would appreciate it if you could leave 
with friends. 

I do hope that I may 
January. Should you 
some material for me 

I called the U.S. State Department today and obtained information 
on the bill (HR.4678) that has recently passed Congress. I provide be
low a short description of the main provisions of the bill; I will get 
you a copy of the full text when I come to Lima. 

The bill prohibits the importation of monumental architectural 
sculpture and murals into the United States when exportation is contrar 
to the laws of the country of origin. Such merchandise will be confisca
ted and criminal penalties applied. 

The bill respo to the complaints of Mexico and Central American 
countries, so e of whose montments have been dismantled for the purpose 
of exportation to the U.S. In cases when only parts of the monwnent were 
removed, the remainder was often severely damaged. 

The provisions of the bill do not pply, however, to ceramics and small 
stone statues. Th se continue to be imported freely into the United States. 

Looking forward to seeing you, I remain, 

Sincerely yours, 

Bela Balaesa 



• OV T 7, 1972 

Pro 'u hu Ling 
at ai an Univer ity 

Dep t of cono ic 
Col of Law 
21 Chow Ro 
Tai 
T i 

D r Prof sor Li 

Thank you for your r c nt 1 tter informin 
d v lop enta 1th your tudy. Th for ula& you 
be fine nd I look forward tor ceivin th re ults. 

e know when I c exp t th e nd s nd e yo r r vi 
for the co pl tion o the project. 

Siner ly yours, 

B lA lassa 

P.S. 

lat st 
ar to 
let 

timetable 

Could you pl s s ply 1th th info tin requ t d s 
month a o on tiin pent on the roj ct th t w snot financed 
by orld k funds. Than ou. 



Mr. Ravi Gulhati 

Bela Balassa 

Olivi Adriana de Paula 

ovember 7, 1972 

I have filled out a medical insurance form for Olivia. You only 
have to sign it and send it to Mrs. Spriggs, room F.250, with a check 
for $56. _'-,......., ... ,,aai.......-i.t\e-~J>fi~ i 

I enclose my check to you for the cost of the insurance. 

BBalassa:alm 



esars . . de Vri sand S. Pl•• 

Bela B las 

B nk Policy n Research on Econ ic Integratio 

Nov b r 7, 1972 

In r f renc to our lunch discu sion 1 I enclose a pr l.iminary ver
sion of y note on th above ubj ct. I would ap reciate r iving any 
Cu,;i,~~uts you ay hav. 

B alase :alm 



INTERNATIONAL OEVELOPM( 
ASSOCIATION I INTERNATIONAL BANK FOR 

RECONSTRUCTION ANO DEVELOPMENT 
,lTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Ernest Stern DATE:November 7, 1972 

FROM: 

SUBJECT: 

Balassa ~ 

Policy a~ Research 

Bela 

Bank on Economic Integration 

In reference to our discussion on October 27, I enclose a note on the 
above subject. If you agree with its contents, I suggest that we send copies 
to Chief Economists in Regional and· Projects Departments and discuss the i3-
sues raised at a meeting held under your or Mr. Haq's chairmanship. 

cc. Messrs. Haq 
Mrs. Hughes 

BBalassa:alm 

Cauas 
Stoutjesdijk 



Arena Stage 
,.reeger Theatre 
6th & M Streets S.W. 
Washington D.C. 

Dear Sirs, 

2134 Wyoming Avenue N. W. 
Washington D.C. 20008 

.fovember 7 , 1972 

Further to our telephone conversation this morning, I 
return herewith my two tick ts for Nov ber in exchan e for 
four ticket for November 14. You have reserved 4 s ats in 
the last row of the Orchestra for roe. My ch ck for $11.60 is 
also enclosed, to ether with a stamped, addressed envelope. 

Sincerely yours, 

Bela Balassa 



}Ille. Olivia Adriana de Paula 
12 Cite Vaneau 
Paris 7e 
France 

Chere Olivia, 

Adresse Personnelle 

2134 Wyomin Avenue N.W. 
Washington D.C. 20008 
USA 

le 7 novembre, 1972 

Nous vous remercions de votre lettre du 2 novembre et nous nous rejouis
sons de votre prochaine arrivee. 

La prolongation de votre visa ne pose aucun probleme. Elle va etre ac
cordee automatiquement sur la demande des Gulhati qui va etre faite des que vous 
arrivez. Mais connne les Gulhati vont partir pour des long vacances au debut du 
decembre, vous devriez venir a la fin du mois de novembre. Je vous suggere 
d'arriver le 30 novembre ce que doit laisser assez de temps a vos patrons pour 
trouver une remplacante pour vous. Naturellement nous aimerions que vous veniez 
me.me avant si c'est possible. 

Demandez a Mme. Bazin de vous conseiller dans toutes les questions concern
ant votre voyage et de vous retenir une place dans d'avion. Il ya des avions Air 
France tousles lundis, mercredis, et jeudis et des avions TWA tousles jours. Le 
30 novembre etant un jeudi, vous pouvez voyager Air France ce qui est preferable 
parce que les hostesses sont francaises et peuvent vous etre de service. Faites 
retenir votre place immediatement et ecrivez nous des que cela sera fait. 

Comme nous vous l'avons ecrit dans notre lettre du 30 septembre, allez voir 
avant partir Mme. Diosi au Consulat Americain qui s'occupe des visa d'immigration. 
Montrez-lui la lettre de Mme. Waldheim, celle de M. Gulhati et votre visa diploma
tique. Donnez lui votre adresse chez les Gulhati pour ce qu'elle puisse vous in
former quand vous aurez recu votre visa d'immigration. Aussi, demandez a la police 
une "Attestation des Bonnes Moerrs" pour ce que vous puissiez presenter ce document 
au Consulat Americain au moment de votre retour a Paris pour le visa d'immigration. 

Ma femme se joint a moi en vous envoyant nos rneilleurs sentiments. 

Bela Balassa 
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,, . ... 
· " ..... } .- • -c INTER ATIONAL BANK FOR RE.CONSTR CT ION ~ DrlV~L€:W-ftf1ENT 

1818 H Street. NW w.,.hiugton. D C . 20433. SA.. 

Professor Robert Ferber 
Survey Research Laboratory 
University of Illinois 
414 David Kinley Hall 
Urbana , Ill . 61801 

Dear Professor Ferber, 

November 6, 1972 

Many thanks for your invitation to write a paper on "Economic 
Integration, Relative Prices and the Terms of Exchange" for the In
ternational Conf erence on Consumption and Income to be held in Ham
burg, Germany on October 1-3, 1973. I would be happy to come but I 
am not certain as yet if other obligations would permit me to do so. 
I would like therefore to postpone giving you an answer until mid
December, if that is convenient. 

Sincerely yours, 

n ,nJ-
\ Bela B~lassa 

\ . 

cc. Mr . Grum.mld 



Professor Fritz Machlup 
Princeton Univ rsity 
International Finance Section 
P.O.Box 644 
Princeton, N.J. 08540 

Dear Fritz, 

ov ber 6, 1972 

I am in receipt of your recent memoran um on the 1974 Congrcs 
in Budapest. A I made detailed suggestions on ost of the topic in 
r.ry letter of October 11. I ould like nov just to e an additional 
sugg stion co cerning Working Group G which was not considered in l'<Y 
note. 

Professor Weiller wrot to e recently indicatine that the In
stitut de Science Economique Appliquee has published a volume rlth the 
title Capitaux Internationaux 1 Integration et Croissance, and su st
ing that thi volune ight be of int rat for the Budapaat Con ress. 
I have not yet received a copy of the voh but you mi ht wi h to con
sider one of the authors for the pro T in case you retain Working 
Group G. 

With best regards, 

Sine rely yours, 

Bela Balassa 



Mr. Julio P z 
Acuerdo de Cartagena 
Casilla de Correo 3237 
Lima 
Peru 

Dear Mr. Paz, 

November 6, 1972 

In line with our tel phone conversation today, I enclo ea 
copy of the letter receive fro Mr. Benj in King, an advisor to 
the Canadian Intern tional Develop ent Agency. On the bas! of 
this letter you should be able to finance Trent Bertrand's work 
fro CIDA fund. 

I understand that the eetings of the Group are cheduled 
for the first w ek of January and th t you will call me if there 
is a change in the d tes. I ould appreciate your confirming the 
final date in a letter and informing me about the names of th 
other participants. 

Sincerel your, 

Bel B lassa 



Kr. Germanico Salgado 
Coordinador a.i. 

cuerdo de Cart ena 
Cas~lla de Correo: 3237 
Lima 
Peru 

Dear Mr. Salgado. 

Nov ber 6, 1972 

Thank you for your lett r of Octob r 23 d for the t 
of reference. You should haver ceived in the eant l 
from Mr. Caua accept.ing in Mr. Chen ry's ab ence th invita.ti 
extende to me to participat in the work of an expert group 
on the c on tariff of the Grupo Andino. 

Sincer ly yours, 

B la Balassa 



Professor Suphan Andie 
Univer ity of Puerto Rico 
Department of Economics 
Rio Piedras Campus 
Puerto Rico 

Dear Professor Andie, 

November 3, 1972 

Your letter of October 31 apparently has crossed with mine 
of the 30th. As I indicated in my letter, to my regret I will not 
be able to come to Puerto Rico on January 26, 1973. Please accept 
my apologies again. 

Sincerely yours, 

Bela Balassa 



ovemb r 3 t 1972 

~- n nj inu 
Can dian Int rnational D 
Jackson Buildin 
122 Bank Street 
Ottnwn, Ontario 'lA OG4 

e::-r en, 

iio t A cy 

Mnny thanls for your letter 6f Octa 
froo tle Andean Group contoct d Tr 
t t thy 1ill ke th 

. rvices. 

as u 
u • 

Gabor is fl urishin. The r of 
al. 'ith beat reg,.,rds to the. three 

In 
rtr 
for 

jut ov 
fr th 

b la D ... las a 

antiri
p z 

rtrancl's 

orked 
four of 



Dr. Jo.'.lo Crav:inho 
Minis t r·rio da 1:conn:li:i 
Sccr~L· -in ci ~9 ~Jn tla I~ u~tria 
CabinE: t e de I'laneruilen to 
Lisbon 
Portugnl 

Dear l)r. Cravi nho , 

cc. 

October 30, 1~r12 

P l cnse excuse thr~ delay in nswcrin~ your Je ter of September 
26 . I will re ly to the points yon rai~;~cl in the fol10~1ing . 

I \:as interest~d to car t hat ny p.'1.pcr ·The Ii•:plic:1tic-rn~ of 
Pottu ·•al I s Associa tion with t h e European Co!:11:ion H2rket 1

• is he:f.n3 c ir
culnted ,d thin the Adr~r:! nistrE"tion and I look forw::lrd to reer,j_ving c o:?1-
nents on it . At t v~ r.uzf~stion of 1·1r . Faria Blanc who v:l.sl L::J h:~rc a 
few ,10eks .1go I also se>nl copies t o i:·!e.::srs . Co t ta Di.:is nnd dos Santos . 

l t is indf1<~cl correct tb;..:t the r esults o f ef "l'C: t ive p:r:otec tion 
arc c.=;,:;n:~:i. tl ve Lo t he: .1vf'r..:1gJ n. procecure u s ~d , and r,n t>ven ~!l. ca t~r 
s011:n.: c> •)f :>t·ror Jicn ;_n :.e us-:! of pt'lce co::i ari~;ons in the •:;,;c f 
quct "S C:t rr-ohf_ .., t .'vc l:1ri~fi;, 

tic, I 

t:f.o '" 
o:· L • 

)- :;101 ... fl,i·\-.. tL•_- tc !. .. f• 1~~c ~. Ji1~.: t·i~. :"Jt,t':i. l 1:~t,ort {1-:1 ~t·! 1'.l'J·, !;ltt.~a-
; \'1._:J.1..··, t:",. rr. .. •€1. ".l Lh<~.~!•· -, t("l1,·1,~1.i to .. ~ t.:f'l"'!: , .. <., ::trn
r,1'1..,1:: . IL vc:·.•lc. 1 " r·,~r,d :U' 0 ·0u c".>1ld f("'l(, .'" t-·_.,. ,-:,--;,_•..- , ,:: h o t: 

[ 

:1:1,.rP t ."' · .. ,·'-~ ,·n hi'"; ~= .. -~...._-. :-n~< : •~ 1°•-;·rt" ;,r~ nn ir c-.~--~-.. -{.,. ··, .. -.:""'\ 1-.. r,r-i :·J ,~ 
} t.. b. _,_ - , · ·· .. " r i c 1 
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Hungarian Packing House 
1530 Second Avenue 
Bet.79 and 80 Str ets 

ew York, N.Y. 10021 

Dear Sirs, 

Nov ber J, 1972 

I enclose a check for $20 to cov r the following purchas sand 
postage. /J&<-r ._ ,( '-

1 
t- _.,... =---',.... ..... 

Pleas send e 211\1. of Hungarian-style smok h if you can be 
sure that it will not spoil in the ail. Otherwise, the entire amount 
should be used for ungarian dry sausa e (ezarazkilbasz}. I have tasted 
several kinds you hav and I wish to hav the one with th least amount 
of fat. I was very much satisfied with the k nd you sent ea few ont 
ago; apart from being dry it had a good taste of paprika. 

I would ppreciate it if you could end my order by return ail 
as I would n edit i ediately. 

Ho 
2134 Wyoming Avenue N.R. 
Washington D.C. 20008 

Sine rely yours, 

Bela Balassa 



... 

INTERNATIONAL DEVELOPM" 
AS SOC IAT ION 

INTERNATIONAL BANK FOR I 
RECONSTRUCTION AO DEVELOPMENT 

''ITERNAT(ONAL FINANCE 
CORPORATI ON 

OFFICE tv,EMORANDUM 
TO: Mr . Ernest Stern 

FROM : Bela Dalassa V 

SUBJECT: Countervailing Duties on Exports from LDCs 

DATE: November 2, 1972 

1. Following the receipt of your note of October 24 and our conversation on 
October 27, I have received Professor Frank's memo on the above subject dated 
October 20. Mail seems to be coming faster from one part of the Bank than from 
another 

2. I enclose a copy of Frank's memo whose assessment of the situation con
forms to the information we have obtained from elsewhere . It is indeed diffi
cult to say at this point if countervailing duties will be applied in cases 
when such requests have been made and whether their application in a particular 
case will give rise to a spate of additional requests. I agree with you there
fore that we should not write a paper on the subject at this time . You may wish 
to consider, however, including in the work program for the remainder of FY . 73 
a review of Bank policy advice to developing countries on the use of export sub
sidies, with account taken of the reactions of developed countries to the grant
ing of such subsidies. 

3. You may recall that I wrote a short paper on the application of GATT rules 
to export subsidies by developing countries. This paper could be easily updated 
and complemented by work on U.S. regulations . In turn, as Professor Frank sug
gests, one should examine the implications of the findings for export subsidies 
and , more generally, the system of incentives in developing countries . 

cc. Mrs . Hughes 
Messrs . Frank 

Haq 
Hayes 
Gulhati 

BBalassa:alm 



Quadrangle Books Inc. 
12 East Delaware Place 
Chicago 
Illinois 60611 

Dear Sirs, 

Nov ber 2, 1972 

Please send me one copy of Harald 
Malmgren, International Economic Peacekeep
ing in Phase II, together with your invoice. 

Sincerely yours, 

Bela Balassa 
Professor of Political Economy 



University of Michigan Press 
615 East University 
Ann Arbor, ich. 48106 

Dear Sirs, 

November 2, 1972 

Please send me one copy, paperback, of 
Kenneth E. Boulding and Tapan Mukerjee (erls.), 
Economic Imperialism: A Book of Readings. 

Sincerely yours, 

Bela Balassa 
Professor of Political Economy 



November 2, 1972 

Co ittee for Economic Development 
477 Madison Avenue 
New York, N.Y. 10022 

Dear Sirs, 

Please send e one copy of the CED 
Statement on National Policy , The United 
States and the European Community. 

Sincerely yours, 

Bela Balassa 



INTERNATIONAL DEVELOPW 
ASSOCIATION I INTERNAT IONAL BANK FOR 

RECONSTRUCTION AND DEVELOPM EN T 
NTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Messrs . C. Frank and A. Stoutj esdijk 

FROM: Bela Balassa(v---

. SUBJ EC T: FERTILEA 

DATEoctober 31 , 1972 

1 . I have read with interest the first draft of your East African fertilizer 
study . I provide some general comments below; marginal notations have been made 
in the individual chapters which are r eturned herewith. The main thrust of my 
comments is to make the study ' s findings accessible to a wid er audience and to 
explore further their economic implications . 

2 . I unders tand that you plan to write an introductory chapter to the volume 
that will consider some of the general issues involved in the use of optimizing 
models for project s election . With this background, it will be possible to treat 
FERTILEA as a case study, concentrating on the economic interpretation of the as
sumptions and the results and de-emphasizing the computational aspects . These 
suggestions are in part met by the omission of Section III, "Zeroing in on the 
Integer Solution" from the new ou tline I received after the first version of my 
comments was written. It would further be desirable to transfer much of the dis
cussion on computational issues in the other chapters to the new Appendix I and to 
expand the analysis of the economic issues. 

Introductj_on and Summary 

3 . I would sugges t combining the Introduction and the Summary and Conc lusions 
of the present version into a single chapter. There is no such chapter in the new 
outline although it would be needed to give the reader a "bird 's-eye-view" of the 
study. The chapter should be self-contained and understandable to non-specialists . 
This objective is not attained by the present v ersion that puts emphasis on compu~ 
tational aspects rather than on economic content and in places employs terminology 
that is unfamiliar to many r eaders . 

4 . I suggest transferring the section on solution procedures (pp.153-6) to the 
technical appendix where these can be discussed in greater detail ; the section as 
it stands is not likely to satisfy either the specialist or the non-specialist . 
Nor does the discussion on the disadvantages of applying operational r esea: ch me
thods to the problem at hand (p . 159) or statements on the use of a time-sparing 
t erminal (p . 16~) belong in the summary, The d cision rules applied could, lso 
stand s ome clar if ication while various technical terms relating to fertiJi ~ers, 
such as "the tKo-nutrient character of demand" , "the compounds DAP and MA.i' " , and 
"high-analysis products" should be omitted or explained , I:-. turn, there a·>pears 
to be need for more detailed discussion of the assumptions , the results, a1d the 
economic impll :a tions of the findings . 

Fertilizers in East Africa 

5 . It woul•l seem useful to provide in this chapter data on the present pattern 
of tl1e consum? ion, production, and imports of fertil'zers in th e three FR ~t Afri
can countries . This could be followed by a d ' scussion of the projectio~~ ·nade . 
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I do not find the statement that "very careful demand projections were carried 
out for 1975" (p.15) to be sufficient . At the minimum , one should describe the 
assumptions ~ade as regards the growth of the volume and the pattern of agricul
tural output and the changing fertilizer needs of this output. Also, given the 
error possibilities of extrapolating the 1975 results until 1987 , it would seem 
useful to make comparisons with fertilizer consumpt i on in other countries. 

6. On the production side , it would be useful to indicate the reasons for 
dropping East Tanzania as one of the possible production locations while retain
ing two coastal locations (Tanga and Mombassa) that are very near to each other 
although located in two different countries. And while it is stated that "as 
Tororo is on the Kenyan-Ugandan border, the inland location applies to Eastern 
Uganda or Western Kenya"(p . 10) , no justification is given for assuming through
out the study that the production site will be in Uganda rather than Kenya 
although this assumption does affect the intercountry distribution of potential 
gains. Finally , a small point: is one to assume that the constant term in equa
tions (1) to (7) represents loading costs? 

The Assumptions 

7. Several of the assumptions underlying the calculations need further ex-
planation. As regards investment costs, it would be desirable to provide in
formation on the assumed capacity-cost elasticities from which the linear cost 
functions of Table 7 have been derived. Also, the conclusion that investment 
costs in East Africa are double U. S . "battery-limit investment costs" would 
require explanation especially since the assumed ratio will greatly affect the 
resuJ.ts (p.24). The results are also influenced by the choice of maximum plant 
scales; this would require more detailed discussion as well as comparisons 

· with plant sizes elsewhere. 

8. On p . 30, it is noted that 11 labor costs by category are taken from recent 
feasibility studies for East African industrial plants". It is not clear what 
period these fig ures refer to and whether increases in real wages over time have 
been allowed for . Also, the assumptions made in regard to the efficiency of the 
East African worker relative to its American counterpart should be noted and the 
other cost items , too, need justification . Finally, the choice of the 10 per
cent interest rate and the whole question of the use of capital recovery factors 
and the time-spm of the 11valid" results (pi; . 37-38) would require more discussion . 

9. It is cl :1imed that "present import prices are relatively high compared to 
world market p1ices and there is evidence that considerably lower prices are ob
tainable throu r.h a more aggressive import policy" (p . 31) . In view of the impor
tance of pricu assumptions for the results, this point needs further discussion . 
The meaning of the. expression "agressive import policy 11 should be clarified and 
information shc.1uld be provid ed on the sourr.rs and modalities of imports, on the 
uniformity or ~ack of uniformity of import ,rices in the three East African coun
tries, as w~ll as on present world market p.· ices. 

10. The prc_jection of import prices also needs reconsideration. The range is 
wide between a,:tual import prices th.;1.t have been taken on an upper limit of pos
sible values a~1d the projected world market prices that are considered as tl e 
lower limit. n. he median price difference i; 35 percent and in one case - - sul
phuric acid - - it reaches 400 percent (p. 35_ . Nor is there much justificacion 
in taking the 3verage of th two as the "mos t: likely" values in the project ions . 



-3-

The statement that "coincidentally, where TVA world market price projections are 
available, they·come usually within the range of this 'most likely' projection" 
(p .35) raises more questions than it answers . Apart from the fact that the TVA 
world market prices are not shown, the question arises if these prices corres
pond to the c.i . f . prices in East African ports that would be obtained under an 
"optimal" import policy and, if so, what factors are responsible for the large 
difference between these prices and actual import prices. 

11. In Section IV, I would suggest deleting the complete set of results on the 
solution of the basic version of FERTILEA. In turn, it appears desirable to pre
sent the results under the six basic solutions and under the no investment assump
tion in greater detail. Considerable interest attaches to the pattern of produc
tion and imports at various stages of the production of fertilizers under these 
alternatives. It would also be useful to indicate production costs under the 
various alternatives as well as the composition of these costs (labor , capital , 
foreign exchange etc .) 

12. I further suggest that you compare savings in net imports to the foreign 
exchange expenditure on imported machinery , with a view to calculating the domes
tic resource cost of saving foreign exchange. This would permit giving explicit 
consideration to the scarcity value of foreign exchange that will exceed the of
ficial exchange rate you have used in the calculations. At the same time, the 
scarcity value of foreign exchange may differ among countries and vary over time . 

13. In Section V, too, more detailed information should be provided on produc
tion, imports, and costs. Moreover , the assumptions made in regard to the pat
tern of fertilizer consumption will require further disr.ussion . While in Sec
tion IV "fertilizer recommendations are assumed to remain in force so that the 

· choice of fertilizer type is based on agronomic rather than least-cost considera
tions" (p.65) ,several of the alternatives in Section V assume the opposite . Ear
lier in Section I it was noted that "the importance of these iissumptions/ on ac
tual recommendations /is/ a long-standing point of dispute among agronomists and 
soil chemists" (p.8) ,- adding however that at least in one case the latter alter
native "may lead to the wrong conclusions" (ibid) . These comments give little 
help to the reader to choose between the two alternatives although this choice 
affects the cost of fertilizer consumption and the solution of the problem to a 
considerable ex~ent (See Para 15 below). 

14 . In turn, I am puzzled by the statement that "the Tanga plant does compara-
tively well'' (p.106) under the assumption of low world market ~rices ; as only var
iable costs we1e covered in this plant under the medium-price assumption, it seems 
surprising tha 1 it continues to operat e at substantially lower prices . Here again 
information ou production costs and on the import content of domestic production 
would be helpf 11 tp the reader with the valu e figure of Table 17 being supplemen
ted by data on the volume of production an<l impor ts under the various alternatives. 

Interpretation of th e Findings 

15. I cc~r-- now to Section VI entii.:led "T e Importance of Economic Cooperation 
in Eas t Africa''. From the results report din this section, it would app -ar that 
cooperation in fertilizer production is of ittle importance for the region as -
apart from he unlikely case of high price .ssumptions -- the gain from coopera
tive as againE t the nationalistic solutions is betwe~n 1 and 5 percent. This gain 
is small cu~p1red to the cost reductions that can be obtained by changing the 
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pattern of fertilizer consumption (10-13 percent) and especially in comparison 
to the savings obtainable if import prices decline from their present level to 
projected world.market prices (35-40 percent). One may then wonder if measures 
aiming at changes in the pattern of fertilizer consumption or the joint purchas
ing of imports would not be more important than cooperation in production which, 
as you note, has a political cost . 

16 . Let me add here however that I am puzzled by the smallness of the benefits 
from a cooperative solution as gains of nearly 30 percent shown in a study of 
fertilizers in Latin America by Vietorisz and Manne. I wonder if the differences 
are explained by the relatively smal l market for fertilizers in East Africa or the 
assumed limitations on the maximum size of plants. A detailed comparison of the 
volume of production and imports and of the cost of production under various al
ternatives may help to provide an answer to this question. 

17. The distribution of the gains from the cooperative solution among the 
three East African countries is a further consideration. In terms of your objec
tive function, i . e . in terms of the net cost of providing for fertilizer demand, 
Uganda and Tanzania are said to suffer a loss in the event that the cooperative 
solution is adopted in the place of national solutions . You suggest that this 
result is explained by the fact that under the cooperative solution new capacity 
would be built in Tanzania and Uganda , involving an increase in the supply price 
of fertilizers, and that the transfer prices are assumed to equal average costs in 
old and new plants . I would suggest that you make calculations (a) equating trans
fer prices equal the full cost in the new plants which exceeds marginal costs in 
the old plants; and (b) making alternative assumptions as to the distribution of 
the gain from the coop erative solution. The latter problem arises because of the 
existence of monopolistic market structures. 

18. The scarcity value of foreign exchange is a further consideration . By 
equating this to the actual exchange rate, you understa te the gains to the ex
porting countries (Tanzania and Uganda) and overstate the gains to the importing 
country , Kenya . These considerations apply under protection even if foreign ex
change is not a constraint in the Chenery-Strout sense; they are reinforced if 
the latter situation applies . In turn, account should be taken of the fact that 
exports may utilize some resources, e.g . unskilled _labor and fertilizer raw ma
terials, which have no alternative uses . 

19 . Correspondingly, I would suggest extending the analysis of the gainE and 
losses from alternative solutions and their distribution that is of great impor
tance to the three countries. Together with a more detailed examination o the 
assumptions and the implications of the results, the economic aspects of t1e 
study could tht,s be strengtl ened. In turn, in the technical chapters, gre.1 ter 
emphasis should be given to the contribution of the study to solution pr0c edures 
for large-sca lt: models that was one of its original objectives. 

cc. Messrs. Ch •inery 
St .rn 
Cauas 
Duloy 
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Mme. Figuepron 
SATCO 
14 rue Clapeyron 
Paris Se 
France 

Chere Madame, 

October 31, 1972 

Le 11 juillet j'ai demande que le reglement de l'affaire 
concernant !'assurance de ma Peugeot 304 soit fait a mon adresse 
a la Banque Mondiale a Paris, Je n'ai rien recu depuis et, comme 
je euis de retour a Washington, je vous serais tres reconnaissant 
si pouviez faire parvenir un cheque en reglement de l'affaire a 
l'adresse indiquee ci-dessus. Veuillez trouver ci-enclos une 
copie de ma lettre du 11 juillet et celle du MM Guian, datee le 
30 juin. 

Je vous prie d'agreer, chere Madame, !'expression de mes 
sentiments les meilleurs. 

Bela Balassa 



Monsieur le Directeur 
Credit Lyonnais 
Agence AD/429 
141 avenue Mozart 
Paris 16e 
France 

Monsieur, 

Adresse Personnelle 
2134 Uyoming Avenue N.W. 
Washington D.C. 20008 
USA 

le 31 octobre, 1972 

Veuillez trouver ci-enclos un cheque de 30 francs sur la 
Compagnie Financiere et un cheque de 27 francs sur la Banque de 
France. Le montant des deux cheques devraient ette crediter a 
mon compte no. 731 075A. 

Salutations distinguees. 

Bela Balassa 
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P.S. 

I have just talked to Helen Hughes about the World Bank offering you 
a position. Unfortunately, things have not worked out. It has taken 
Helen several months to get the agreement of Personnel to make you an 
offer and in the meantime, due to the reorganization of the Bank, she 
has lost the position in question. I very much regret this since I 
had hoped that you would join the Bank. As the situation is not likely 
to improve in the near future, you may wish to continue negotiations 
with other institutions. 



The Economists' Bookshop 
Clare Market 
Portugal Street 
London W.C.2.A 2AB 
England 

Dear Sirs, 

October 30, 1972 

There are several items on your statement of 31 July for which 
I have not yet made payment. This is due to the fact that I assumed 
that you would send separate bills for these in addition to the slips 
included with the books. As this does not appear to be the case and I 
no longer have the slips in question, I would like to ask you to send 
me copies of these or a separate bill on the following items: 

690 9 1189 8 li:8:9¢lr 118,.., 118~ 

I would like to add that I have returned one of the books sent 
to me because it didn't live up to expectations. This is Wiles, Pre
dicting Communist Economic Performance, Despatch Note no. J 11894t;;" 
l 4.19. 

With best regards, 

Sincerely yours, 

Bela Balassa 



Professor Suphan Andie 
University of Puerto Rico 
Department of Economics 
Rio Piedras Campus 
Puerto Rico 

Dear Professor Andie, 

October 30, 1972 

I am terribly sorry to tell you that I will not be able to 
come to give a seminar at your university on January 26, 1973. I 
have recently rec ived an assignment which makes it necessary for 
me to be away from the United States in the month of January. 

I hope that this change in my plans does not inconvenience you; 
I presume that you will not find it difficult to get a replacement. 
I also hope that my declining the invitation does not mean that you 
will not invite me another time. As a small token of my regret, I 
am sending you under separate cover a recent book of mine on The Struc• 
ture of Protection in Developing Countries. 

Sincerely yours, 

Bela Balassa 



r. Augu tine 1: . H. I n 
Universi t of Si ·"ap r 
Department of Economics 
Bu it Tim.ah Road 
Si por 10 

Dear Augusti.n.e, 

Octob r 30, 1972 

It Im.ab en a lon tf e si.acE!i l last heard about the 
progres of your project. Please et know by -r turn ail 
bow thin have de-velop sJ.nce your v .isit to Uashington I a _d 
whe you expect to send th preliminary results. I w uld 
also like to 1 v your revised t eta le. for t 1e c letion of 
th project. 

With bes regar 

Sincer ly y urs, 

Bel.a Balassa 



Dr. Zvi USS an 
Direct r 
Research Da-,mP•-

of Israel 
Jeru 1 
Israel 
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Mrs. Michelle Bazin 

Bela Balassa 

fiss Adriana de Paula 

ctober 30, 1972 

1any thanks for your note and for the help you have given to Miss 
Adriana de Paula in the visa matter. The Bank' travel office is sending 
you authorization for a Paris/Washington one-w y air tick t for her. I 
am writing to her today to go to your office to pick up the ticket. 

BBalassal.alm 



Mlle. Olivia Adriana de Paula 
12 Cite Vaneau 
Paris 7e 
France 

Chere Olivia, 

le 30 octobre, 1972 

Nous venons d'apprendre de Mme. Bazin que vous avez recu 
votre visa. Cett nouvelle nous avez faite beaucoup de plaisir. 
Nous vous attendons vers le 15-20 novembre COilllne prevu. 

Veuillez aller chez Mme. Bazin qui vous donnera votre billet 
avion Paris/Washington. Ce billet vous donne le droit a faire trans
porter des valises jusqu'une limite de 20 kilos. En sus vous pouvez 
prendre avec vous dans l'avion des bagages a la main. Toutes autres 
choses devraient etre envoyer en colis par le SNCF a l'adresse des 
Gulhati. Cette adresse devraient etre utilisee dans tousles docu
ments. 

Si vous vez des questions, ecrivez moi par retour de courrier 
mais Mme. Bazin peut vous conseiller sur tous qui concarne votre voy
age. 

Bela Balassa 



Professor Jean Waelbroeck 
Departement d'Economie Appliquee 
Universite Libre de Bruxell s 
Dulbea 
1050 Bruxelles 
Ave. F.D, Roosevelt, 50 
Bruxelles 
Belgiwn 

Dear Jean, 

October 27, 1972 

Many thanks for your letter of October 12. 

I have submitted the statement of expenses for the computer 
to the Controller's Department. The amount of the statement will 
be paid from FY72 funds. I presume that the 4000 computer expenses 
indicated in your letter and telegram already includes this amount. 
Correspondingly, your contract for FY73 will provide for computer 
expenses of $3000. The contract will be sent to you soon. 

In your letter you make mention of the r,pb lication of my 
article "Structural Policies in the European Common Market" in the 
first issue of V61.IV of the European Economic Review. As I noted 
in my letter of September 11, I would like to have one part of this 
paper published in your Review. Apart from the fact that Part II 
has not yet been written, Parts I and III are self-contained and they 
are long enough to be published separately. I would like to suggest 
that you publish Part I, ''Planning and Progrannning"; Part III, "Re
gional Policies and the Environment", will be published in the Welt
wirtschaftliches Archiv. I hope that you find this arrangement ac
ceptable; I plan to send you the revised version of the Planning paper 
in the course of November. 

P. S.I have just received your 
letter of October 23. Please let 
me know by return mail by what date 
you will need the revised version 
of the paper. 

Sincerely yours, 

Bela Balassa 



Mr. Walter Salant 
The Brookings Institution 
1775 Mass. Ave. N.W. 
Washington D.C. 20036 

Dear Walter, 

October 27, 1972 

I enclose two copies of my comment on Cooper, ' 'European Mone
tary Unification and Integration of the World Economy". Needless to 
say, I will be glad to make any chang s you consider necessary. Thi 
may especially be the case in the introduction where I retain d th 
comments I delivered at the meeting. 

Sincerely yours, 

Bela Balassa 
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INTERNATIONAL DEVELOPME 
ASSOC IATIO I INTERNATIONAL BANK FOR 

RECONSTRUCTION AD DEVELOPMENT 
~TERNATIONAL FINANCE 

CORPORAT ION 

OFFICE MEMORANDUM 
7 

TO: Mr . J . P . Hayes DATE: October 2~ , 1972 

FRO M: 

SUBJECT: 

Bela Balassa (\{\ 

Primary Expor t ers \t~dy 

Fluctuations in Export Earnings 

1. I welcome the emphasis of the study on the importance for the economic 
development of the LDCs of export growth as against fluctuations in expor t earn
ings . I am also in full agreement with the related conclusion that neither Bank 
participation in short-term commodity stabilization schemes, such as a buffer 
stock arrangement , nor its financing medium- term export shortfalls through the 
Supplementary Financing Scheme represents a desirable use of scarce resources . 

2. In fact , these conclusions are strengthened if one reinterprets the re
s ults of the calculations r eported in Annex I on the effects of export fluctua
t ions on economic growth. Using the ratio of three-year averages to averages 
f or the preceding five-year period will not be an appropriate measure for this 
purpose as it does not distinguish between temporary fluctuations and changes 
in the trend . The importance of the latter factor is evident if we consider 
that the strongest associat ion between the income and the export variables is 
observed mostly in countries which have experienced a rapid acceleration i n 
their export growth (Ivory Coast, Iran, Peru, Korea, Mexico, and Libya), 

3 . Nor should the observed correlation between export growth in preceding 
years and GNP growth in a later period be interpreted as an indication of the 
effects of export fluctuations on economic growth, since this correlation may 
well be due to factors affecting both exports and economic growth in the two 
periods . Finally, the data of Table A-1-3 cannot be adduced in support of the 
propositi·on that "for countries which suffer from slow trend rate of growth of 
export earnings , there is evidence that unexpected fluctuations are an addi
tional handicap" (Para 7). Thus, if we exclude war-torn i geria from the bot
tom left-hand group, there will be no difference in the average growth rate of 
GNP between this group and the next one that experienced smaller export fluctua
tions . Also, it would seem that higher growth rates in the third group encom
passing Morocco , Ghana, Brazil, Argentina, Mexico, Ceylon, Philippines , and 
Venezuela are explained not so much by small fluctuations in export earnings 
but by the abjlity of these countries to generate economic expansion through 
import substitution, in pa"t because they started from a higher level of economic 
development and in part b~cause they hav larger markets . The latter consid era
tion brings out the importance of economic structure and marke t size to which I 
will return below . 

Perspectives for Developing Countries 

4 . While the negative conclusions of tho study, i.e. the need to avoid using 
scarcer sourc s for tt1e stabil "zation of export earnings are valuable, its posi
tive recommendati.0ns offer little llPlp "to accelerate the devn)opment of :..he 
countries clustered ·n the bottom right-hand sectors of Table l'' (i .. small nnd 
med ium siz primary exporters). Yet, judging f-om the introduction to the study 
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and your covering memo from which the above quotation has been taken, this was 
to have been the principal objective. One reason is that in attempt-
ing to cover a wide range of subjects, it has not apparently been possible to 
focus on the problems relevant to the countries in question; another is the 
overemphasis given to factors that are outside the control of a particular coun
try. For example, the study contrasts the dire prospects of primary exporters 
with the favourab le perspectives enjoyed by the exporters of fuels and manufac
tured goods. 

S. The availability of petroleum is indeed an "act of God" and , aided . by 
OPEC, it can ensure rapid economic growth especially if the f uel sector is 
large in comparison with the rest of the economy . However, the expansion of 
manufactured exports is largely policy-determined and countries at similar 
levels of industrialization have reached high or low export and GNP growth de
pending on the policies followed . Thus , growth in per capita terms -- which is 
the relevant indicator of growth performance rather than the GNP growth rate used 
in Table 1 -- has been high in countries like Korea, Taiwan , and Israel that f ol
lowed outward-looking policies and low in countries with an inward-orientation 
such as India, Argentina , Brazil, and Chile and even negative as in Uruguay . This 
distinction is neglected in the study that classifies countries according to their 
export composition rather than their economic structure, thereby putting Uruguay 
in the same group with Afghanistan and Chile together with Sierra Leone . 

6. Using a classification based on economic structure would permit focusing 
on primary producing countries that are at low levels of economic development. 
Separa ting out large countries that have greater possibilities to expand manu
factcring activities, one is left with small countries at low levels of develop
ment whose economies a re based on primary production and exports, including agri
cultural products as well as minerals (I use the adjective 11 s:nall11 in referring to 
countries in both the "small " and the "medium" size categories of the study as 
the upper limit of the latter is $2 billion, i.e. less than one-fifth of the G.P 
of Switzerland). 

Factors Determining G owth Performance 

7. One should next raise the question why some countries in this group have 
done better than others . While the study makes reference to the scccess of the 
Ivory Coas t, it does not provide information that would explain why Gabon has 
done better than the Central African Republic and why Mali has attained a higher 
growth rate than Chad. In particular, the study neglects differences in policies 
while emphasizing expor t and domestic demand constraints . 

8. I find the discussion of export constraints rather unsati sfac tory . It is 
repeatedly stated that the expansion of exports of primary products by particular 
developing countries would be at the expense of the rest (Section II, Para 14 
and Section III , Para 12) . Yet, most of the nonfu el primary products exported by 
these countri es are compe ting also with the products of the developed nations . 
Thus, adding fruits and vegetables to the competing products listed in Table 9 
and exclud ing products competing with synthetics from the noncompe ting category , 
the latt r wi ll account for only 16 percent of LDC nonfuel primary exports . 

9. One should then consider changes in the share of the countries in qu es tion 
in world exports r atler than in LDC exports . In this way , one may separate the 
eff<'?cts of commodity composi t ion ("d emand effec t") and changes in market shares 
(" supply or competitjvc: eff .ct") on the export growth of particular countries . 

t 



- 3-

This, in turn, is a first step towards analyzing the effects of economic policies 
on export perf ormance and examining the possibilities for increasing exports in 
the future. As regards the latter, one would also need to consider potential in
creases in the supply of products, such as fruit and vegetables, that may repla ce 
domestic production or contribute to increased variety in consumption -- both in 
product composition and in time -- in the develop ed nations . 

10. I also see the need for a more detailed discussion of protection in the 
developed nations (Section IV). The distinct i on between protected and unprotected 
competing commodities in Table 9 is inadequate, in part because it groups toge
ther products with high and low protection and in part because it disregards the 
possibilities for competi tion with exporters in the developed nations . To my 
mind, an importan t part of the story is why developed country producers have done 
much better in exporting oilseeds, cereals, and meat to protected markets than did 
developing country producers. Also, the beneficial effects of tariff r educ tions 
undertaken by the developed nations have been grossly underrated; developing coun
tries have benef ited to a considerable extent from the automatic extension to them 
of multilateral tariff reductions on manufactured goods, including textiles and 
processed food. 

11 . Apart from export demand limitations, the study gives emphasis to the al-
leged limitations of domestic demand for agricultural products (S ec tion I , Para 5 
and Section VI , Paia 21). Here one finds shades of Nurkse who argu ed tha t the 
domest ic market provides a constraint to the development of any single manufac
turing industry . Given their low nutritional levels, domestic demand will be an 
important obstacle to the expansion of agriculture in few developing countries . 
In most instances , supply rather than demand has be en the limiting factor as dis
cri'lllination against agriculture did not permi t an adequate growth of f ood produc•· 
tion. At the same time , an expansion of their production will increase the pea
sants ' own consump tion of f oodstuffs as well as their demand f or industrial goods . 

Recommendations 

12 . The study puts considerable emphasis on the need for the diversification 
of production and exports. It is argued that "at a more fundamental l evel, both 
slow growth of export earnings and slow growth of product spring f rom difficul
ties in diversifying the structure of production" (Section II, Para 23) and it 
is suggested that " the main role of t he Bank will continue to be in assis t ing 
economic diversifica t ion of develop ing countries" (S ection I , Para 14). No evi
dence is provided , however , on the re ationship between export diversification 
and gr owth; in fact , McBean and Coppock did not fi nd that such a relat ionship 
exis ted . And while it is usefu l to diversify at a higher stage of economic de
velopment and in cases where the pros pects for a coun try ' s maj or export s are 
poor, r ecommendations to this effec t might divert attention f rom the need for 
i mprovements in the processes of production and in the policies applied . 

13. Improvements in policy should be interpreted in a wider sense to include 
irnprov men t s in the system of incentives to domestic and f oreign investment , as 
well as in infrastructure, education, and admini stration . Collecting and dis
seminating information on the relationship between policies and performance, x
panding Bank lending in areas such as ducation where social profitability con
siderations are declsive , and making lending contingent on policy improvement s 
may be mentioned in this connection . A related matter is the role the Bank may 
play in furthering economic integration in th e developing countries . 
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14. As regards the latter, I would suggest narrowing the focus of the discus-
sion in Section V to small primary-producing countries . These countries do not 
have a wide range of inefficient industries that have obstructed integration in 
Latin America. Nor do the preference schemes so far unsuccessfully tried by 
semi-industrial countries located on different continents (Section V, Para 13) 
have relevance for them . At the same time, the gains for integration are greater 
for these countries because of the smallness of their national market, and they 
can derive benefits from reducing barriers to intraregional trade, harmonizing 
national policies, and avoiding the establishment of industries oriented towards 
the narrow national market . The Bank could make a contribution to the latter ob
jective through its lending policy . I will discuss this and several other ques
tions relating to Bank policy and research on economic integration in a separate 
memo. 

15. I come next to the proposed new activity for the Bank that is given cen
tral place in the introduction to the study : the development and application of 
manufacturing technologies adapted to the needs of small and medium sized low 
income countries (S ec tion I, Para 18) . I do not think that this activity repre
sents an efficient use of resources . The analogy with agriculture is misleading 
here as we are dealing with a wide variety of products and complex production 
processes . I agree with Helen Hughes that one should provide incentives for 
choosing the technology appropriate to the conditions of the country concerned 
rather than trying to develop new technologies so to speak in the laboratory . 
At any rate, the possibilities for the better utilization of factors of produc
tion lies more in the choice of products rather than in the choice of technology 
for a particular product . But here again general policies are necessary. 

Conclusion 

16 . I have suggested above that it would be desirable to focus the paper on 
the problems of small countries at lower levels of development whose ecouomies 
are based on primary production and agricultural exports. Focusing on the prob
lems of these countries would also permit a considerable tightening of the paper; 
the present version is rather diffuse and often repet i t i ve . 

cc. Messrs. Chenery , Stern, Haq, Gulhati, Cauas 
Mrs. Hughes 

BBalassa: alm 



Professor Anton Zottmann 
Institut fur Weltwirtschaft 
2300 Kiel 1, Postfach 
West Germany 

Dear Professor Zottmann, 

October 26, 1972 

Thank you for your eetter of October 3. The first part of 
the paper you refer to, nPlanning and Programming" , will be pub
lished in the European Economic Review; I would be happy if you 
published the third part, "Regional Policies and the Environment" . 
Part two, "Industrial Policy" has not been written yet and I ex
pect to send it to another journal. I could send you the final 
version of "Regional Policies and the Environment" by the end of 
November if convenient. 

Please give my best regards to Professor Giersch. 

Sincerely yours, 

Bela Balassa 



Dr. Peter Ady 
St. Anne's College 
Oxford University 
Oxford 
England 

Dear Peter, 

October 26, 1972 

Enclosed is a note I wrote on two of the papers presented 
at the Belgrade meeting of the Directors of Development Institutes. 
I hope that you will find it of interest. 

It was good to see you in Cambridge and I hope that I might 
have the chance to get to Oxford before long. Should you come to 
Washington, my wife and I would be happy to receive you at our 
home. 

With best regards, 

Sincerely yours, 

Bela Balassa 

P.S. 
I have just discovered that two papers you asked for earlier 
have not yet been sent to you. I am enclosing them. 



Harvard Univ rsity Pr ss 
79 Garden Stre t 
Cambridge, Mnss. 02138 

Dear Sirs, 

October 26 1 l 72 

Please send me one copy of J. H. McArthur 
and B. R. Scott, Industrial Planning in France. 
together with your invoice. 

Sincerely yours, 

Bela Blas a 
Profs or of Politic 1 Economy 



October 26. 1972 

Dear Professor Dunning, 

Enclosed is a note I wrote on two of the papers presented 
at the Belgrade meeting of the Directors of Development Institutes. 
I hope that you will find it of interest. 

It was good to see you and I hope that I will have the 
chance to see you again before long. In the meantime , I would ap
preciate getting copies of any papers you mi ht write on the prob
lems of foreign investment and the multi-national corporation. 

Professor J ohn Dunning 
Uni versity of Readi ng 
Depar tment of Economics 
Whi t ekni ghts 
Readi ng RG6 2AA 
England 

Sincerely yours, 

Bela Balassa 



INTERNATIO AL DEVELOP !ENT I INTER ATIONAL BANK FOR 
AS SOCIAT IO RECONSTRUCT I~ AND DEVELOPMENT 

JNTERNATIO 'AL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr . 1ontek S . Ahluwalia DATE: October 25 , 1972 

FROM : 

SUBJECT: 

Bela Bal assa 
\ 
" Income Distribution Research and Work Program 

1 . I have read your memo on the above subject with much interest . It is 
an excellent survey of possible areas of research on income distribution and 
provides a "menu" for Bank researc,h . In accordance with our discussion today 
s ome suggestions are made below for selecting 11dishes" from the menu . 

2. I am all for improving the data base as suggested in Part I of your 
memo but I wonder if it would be desirable to launch into a vast survey pro-
j ect at this stage . While such a survey might be financed from funds outside 
the regular research budget, we would eventually have to show what we have got
t en for our money . And if there are possibilities for obtaining additional funds , 
s hould we not rather prepare a package of research projects relating to income 
distribution (and employment) , of which data collection is a par t ? 

3. I would suggest that in the field of data collection we initially empha-
size extending the DRC/ECD project on the size distribution of income to cover 
functional d'stribution and rural- urban balance and , to the extent possible , 
consider changes over time. A critical analysis of existing data can serve the 
double purposes of providing information on various facets of income distribution 
and of helping s to subsequently organize large-scale surveys whi~e avoidtng blind 
alleys and was e of resourc es . 

4 . I would like to r es rve judgment on the use of general equilibrium models 
for studying various problems of income distribution (Part II) until the results 
of th 0 se studies are available. onetheless, these models could be us ed as a 
fram ework in undertaking the kind of studies mentioned in your Para 8 . Thus, it 
would appear useful to select countries on which such models are being prepared 
for at least some of the more detailed studies, in part because of economics of 
scale in data collection and research and in part because of possible fee<lbacks 
into the models. Among the topics you mention, I find especial interest in an 
investigation of the effects of income distribution on consumption demand patterns, 
with a further analysis of the impl'cations for the import content of consumption . 

5 . The abov e comments also apply to sector-level studies (Part III). Although 
the impact of the "Green Revolution" on income distribution is worthy of study , 
the major income distributional effects may well occur between sectors through 
r eductions iu domestic product prices. In turn, while I would like to see studies 
of ca pita l-labo r substi tution to be carri d out in an intercountry f r amework , one 
should reali ze the difficulties -- and the cost -- of such studies . Unless they 
are carried out in the framework of multina tional corporations, one would have 
to compare fir~s with di ffe r ent histories, accounting procedur~s etc. 

6. I share your view on the need fo using basic economic reports as a frame-
work for stud ' es tha t · seek answers to questions such as th- implications of the 
public budg~ t fo r ·ncome distribution (Part IV) . I wonder , however, if the ~har
actcri s t ics of low income groups sl1ould not be l ef t to other agencies to investi-
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gate . This raises the more general question of collaboration with researchers 
and international agencies outside the Bank and the relationship of r esearch on 
income distribution with other r esearch areas in the Bank . As regards the latter, 
there is especially need for coordinating research programs on income distribu
tion and on employment so that the two will reinf orce each other and duplications 
are avoided . In turn, the possible need for introducing income distributional 
criteria should be inves tigated in conjunction with ongoing and planned research 
on project selection and shadow prices. 

7 . In conclusion, there appears to be need for a stepped-up effort of data 
collection in the framework of the DRC/ ECD project as well as for in-depth stu
dies of selected subjects in countries for which general equilibrium models are 
being prepared or will be subject to basic economic reports . But I agree with 
you that in the near futu re it would be desirable to concentrate on writing in
terpretative surveys on various topics that will then help in orienting the re
search program in the general area of income distribution (and employment) . 

cc . Messrs. Chenery, Stern, Cauas, Haq, Avramovic, Duloy, Hawkins, Turnham, 
Clark , Stoutjesdijk, Tiemann, Anand 

Mrs . Lele and Mrs. Kumar 

BBalassa :al m 



PEPCO 
P.O.Box 2812 
Washington D.C. 20013 

Dear Sirs, 

Home Address 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

October 24, 1972 

On the enclosed bill you indicate a reading of 25710 on 
October 5. No reading has been taken by your representative nd 
on October 19 the meter read 24360. I presume that you have 
simply charged me for the amount of your previous bill. This is 
grossly exaggerate4 since with the end of the air conditioning 
season our electricity consumption he greatly declined. I enclose 
a check for $40 which should cover my electricity consumption until 
October 5. Please correct your bill accordingly. 

Sincerely yours, 

Bela Balassa 



Mr. Hollis B. Chenery 

Bela Balassa 

Advising the Andean Group on Tariff Structure 

October 24, 1972 

You should receive shortly an official r quest from the Commission 
of the Andean Common Market concerning my advising them on th tariff 
structure of the Co on Market. Dragoslav Avramovic has agreed to this 
undertaking and Jorge Cauas is enthusiastic about doing it. I ould 
have to be there for about a week in early January. 

BBalassa:alm 



Mr. G. R. Denton 
Reader in Economtcs 
University of Reading 
Whiteknights 
Reading RG6 2AA 
England 

Dear Mr. Denton, 

October 24, 1972 

Many thanks for your letter of October 11. I will try 
to make the changes you suggest in the revised version of my 
paper . 

With best regards, 

Sincerely yours , 

Bela Balassa 



Professor Willy Sellekaerts 
Department of Economics 
University of Ottawa 
Ottawa, Ont. KIN 6N5 
Canada 

Dear Professor Sellekaerts, 

October 24, 1972 

I would like to know where you stand with the publication 
of the Tinbergen Festschr:l.ft. It has been a long tie since I 
last received information on this. 

Sincerely yours, 

Bela Balassa 



Mr. Paul Hamelynck 
North-Rolland Publishing Co. 
305-311 Keizersgracht 
P.O.Box 103 
Amsterdam C 
The Netherlands 

Dear Mr. llamelynck, 

October 24, 1972 

Many thanks for your letter of October 3 and for sending 
me a copy of Mr. Snater's letter to Professor Adelman. To ans
wer your question, our work on European economic integration has 
made good progress. I am afraid, however, that w would not be 
able to meet the original deadline. I will write to you towards 
the end of the year to inform when you can expect the completed 
manuscript. 

Sincerely yours, 

Bela Balassa 



Mr. Bernard Guillochon 
Maitre-assistant a Paris IX 
31 avenue RAPP 
Paris 7e 
France 

Dear Mr. Guillochon, 

October 24, 1972 

I am afraid that I will not be in Paris during the 
period indicated so that I will not be able to be a member 
of your thesis committee. 

Sincerely yours, 

Bela Balaesa 



Mr. Jorge Cauas 

Bela Balassa 

Conference Participation 

October 20, 1972 

As the enclosed letter indicates, I have been invited to 
present a paper at an international conference on constllllption and 
income sponsored by ECIEL. Please let me know if you consider my 
participation in the conference desirable. 

BBllaesa:alm 



Internal Revhue Service 
12th & Constitution N.W. 
Washington D.C. 

Dear Sirs, 

Hoe Address 
2134 Wyoming Avenue N.W. 
tlashin ton D.C. 20008 

October 20, 1972 

I have been sent the enclosed card concerning my employer 
identification number. I an afraid, however, that the first digit 
is not readable; it could be a 3 or a 5 . Would you please correct 
the number and return the card to me. 

Sincerely yours, 

Bela Balassa 



Mr. Fritz Steuber 
B.I.R.D. 
66 Avenue d'Iena 
Paris 16 
France 

Dear Fritz, 

October 20, 1972 

Due to my absence from the Bank, Mrs. Rinaldi's telegr,un 
concerning my Common Market papers reached e with some delay. 
The papers in question were prepared under a contr ct with the 
National Science Foundation and not for the Bank. I am nclosin 
copi s of them with the request that you coneider these s confi
dential. You can give copie to the Pakistani dele ation only 
on the understanding that they are not to be quoted in their pre
sent form. I plan to revis them in th next few weeks. 

Sincerely yours, 

Bela Balassa 

cc. UNCTAD, Geneva 



INTERNATIONAL DEVELOF 
ASSOCIATION T I INTERNATIONAL BANK FOR 

RECONST RUCTION ANO DEVELOPMENT 
INTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM. 
TO: Those Listed Below DATE: October 17, 1972 

FROM: 

SUBJECT: 

r 
Bela Balassa, \ 

' ' 
"Alternative Project Selection Procedures'' 

The enclosed note, "Comments on Deepak Lal, 'Alternative Project 
Selection Procedures for Developing Countries"', is distributed to the 
recipients of Mr . Hend erson's memo of October 16. 

Distribution 

Messrs. Baum, van der Tak, Bohr, Yudelman, Adler, Berrie, Baldwin, 
Hendry, Carmignani, Squire, Schumacher, Fuchs, Hogg, Lomax, 
Jaycox, Erder , Hansen 

Messrs. Avramovic, de Vries, Thompson, Cacho, Gintsburger, Sonmez 
Messrs. Kamarck, Frost, Lamson-Scribner, Schlesinger, Carnemark, 

Schuster, Bhatt 
Messrs. Gulhati, Wood, Loeschner, Wolf 
Messrs. Henderson , Stevenson, Duloy, Blitzer, Clark , Ray, Reutlinger, 

Hansen, Turnham, Hawkins, Barkai, Papageorgiou, Parish, Duane, 
Price, Ahluwalia, English, Que 

BBalassa:alm 



October 16, 1972 

Mr. Benjamin King 
Canadian International Development Agency 
Jackson Building 
122 Bank Street 
Ottawa Ontario K1A OG4 
Canada 

Dear Beu, 

As I mentioned to you on your last visit, I have been invited 
to Lima to advise the Andean Group on tariff policy. I would be mem
ber of an expert group to which two Canadians will b invited. I am 
told that the choice of nationality is explained by the fact that 
your organization would finance the participation of two Canadian na
tionals. 

I have suggested to the Group that they invite Professor Trent 
Bertrand of the Johns Hopkins University as one of the Canadians. I 
am told that this may not be possible bee use Bertrand is a landed 
immigrant in Canada but not a citizen. As his expertise would be of 
considerable benefit to the work of the expert lfoup I wonder if an 
exception could be made and he could be considered for purposes of 
this assignment as a full-fledged Canadian. 

Sincerely yours, 

Bela Balassa 



Dr. Julio Berlinski 
Pueyrrdon 336 
Sp 25 
Buenos Aires 
Argentina 

Dear Julio, 

October 13, 1973 

We may be laboring under some misunderstanding as far as the 
averaging procedure is concerned. In Para 1 of my note of August 28 
I warned against using as weights exclusively data for products for 
which price comparisons have been made. In yonr example, if the share 
of non-import-competing products in the sector in question is greater 
than their share in the combined output of the products for which price 
comparisons have been made, their weight in the averaging should be ad
justed upwards. 

An extreme example is when the sector as a whole is non-import
competing, yet price comparisons have nevertheless been made for the 
single import-competing product it contains. Now, the share of this 
product in the sector's total output should be used in the averaging. 
The above considerations also apply to import-competing industries 
so that, as you note, Para 2 of my note is symmetrical with Para 1. 

In turn, 3-digit averages of nominal protection should always 
be built from 5-digit averages since otherwise we would lose the infor
mation that is available in a disaggregated fonn. Still, the sector 
can be classified on the basis of the ratio of imports to domestic con
sumption at the 3-digit level. The question of classification is, how
ever, not of great importance as it does not aff ct the calculation of 
the weighted average of nominal rates of protection. 

Should you have any further questions, I will be happy to call 
or, if possible, you could call me collect. Iy number is (202) 477 5601. 

With best regards, 

Sincerely yours, 

Bela Balassa 

. Dr . n. Schvdlowskv 



,. '4 No. 57 INTERNATIONAL DEVELOPM .. - I INTERNATIO AL BANK FOR 
ASS OCIATI O RECON STRUCTI ON AO DEVELOPMENT 

'~TERNATIONAL FINANCE 
CORPORATION 

OFFICE ME1\/\0 RANDUM 
TO: Mr . Hollis B. Chenery DATE: October 13, 1972 

FROM: 

SU BJECT: 

Bela Balassa 

The Structure of Protec tion in Developing Countries 

Ronald McKinnon of Stanford University has reviewed The Structure 
of Protection in Developing Countries in the last issue of the Journal 
of International Economics . I enclose the review together with two others . 
I am also sending copi s to the members of the Bank Review Commi t tee on 
the book . 

There has not yet been a review in the J ournal of Economic Literature . 
Dr·. Perlman , the editor of the Journal, called me recently and complained 
that while he has received the Spanish edition of the book, he has not been 
s ent the English original . I have asked Johns Hopkins Press to correct this 
omission . 

cc. Messrs . Stern, ·ouloy, Haq , Clark Wm . , Lind 
Bank Review Committee 

BBalassa : alm 



TO: 

FROM : 

SUBJECT: 

INTERNAT IONAL DEVELOP 
ASSOCIATI ON I 

INTERNATIO AL BA K FOR 
RECO STRUCTION AND DEVELOPMENT 

NTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Munir P. Benjenk DATE: October 13, 1972 

0 
Bela Balass\ '\ 

Portugal ' 

I enclose comments on my advisory report "The Implications of Portu
gal's Association with the European Common Market" received from Mr . Joao 
Cravinho, Chief of the Planning Cabinet in the Secretariat of Industry, and 
from Mr. Jose da Silva Lopes, Chief of the Planning Cabinet in the Ministry 
of Finance . 

It appears from Mr . Cravinho's letter that he will remain in his pre
sent capacity with the new minister and he would like me to continue working 
with him. I understand from Mr . Upper that this is also the wish of your 
Depar tment . In agreement with him , I have sent copies of my paper to Dr. 
Manuel Cotta D'as , the new Minister of Finance, and to Professor Hermes dos 
Santos, the new Secretary of Industry . 

cc. Messrs . Votaw 
Upper 
Thompson 

BBalassa : alm 

Chenery 
Stern 
Dulay 
Hughes 



Mr. Salvador Lluch Soler 
Coordinador 
Acuerdo de Cartagena 
Junta 
Casilla de Correo: 3237 
Lima 
Peru 

Dear Sir, 

October 13, 1972 

I accept with pleasure your invitation to participate 
in the work of an expert group on the common external tariff 
of the Grupo Andino. I understand from Mr. Schydlowsky that 
the Group will meet in the first week of January. 

Please send an official letter of invitation to Mr. 
Hollis B. Che•ery, Vice President, Development Policy, at the 
World Bank. 

Sincerely yours, 

Bela Balassa 



Mr, Frederick P. Drew 
Las Amazonas 190 
San Isidro (El Olivar) 
Lima 
Peru 

Dear Mr. Drew, 

Home Addeess 
2134 Wyoming Avenue N.W. 
Washington D,C, 20008 
USA 

October 13, 1972 

Many thanks for your letter of October 3. As a matter of fact 
I was just about to write to you myself to inform you that I expect to 
be in Lima in the first week of January. I have been invited by the 
Junta of the Grupo Andino to advise them on tariff policies. I will 
write to you in advance to indicate the time of my arrival. 

Looking forward to seeing you, I remain, 

Sincerely yours, 

Bela Balassa 



Professor Fritz Machlup 
Princeton University 
International Finance S ction 
P.O.Box 644 
Princeton, N.J. 08540 

Dear Fritz, 

October 11, 1972 

I enclose some suggestions for chairmen, speakers, and dis
cussants on the various topics. I added "Int gr tion in Developed 
Countries" to the proposed list of subjects. I have done this in 
part for symmetry and in part becaus this would permit a discusaion 
of the proposed US/Canadian free trade are and trade arrangements in 
the Pacific. Please let me know if I can be of ny further help. 

With best regards, 

Sine •ely yours, 

Bel Balassa 



Dr. Dani 1 Schydlowsky 
Center for Latin /\merican 

Develop ent Studies 
745 Commonwealth Av nue 
Boston, Mass. 02215 

Dear Dani, 

Octob r 10. 1972 

I enclo ea letter from Mr. ten Kate. Could you please check 
the formulas in point 2 on page 2. I think that we have not had the 
proofs yet so that the corrections could be made. 

I also enclose a list of 132 names to who I ent the reprints 
of our joint article in the JPE . The list includes about 50 trade 
and development economists to whom I sent the paper in both our names. 
There re an additional 75 copies I have reserved for you . We could 
then work out a cost-sharin arrangement. 

Sincerely yours, 

Bela Balassa 



Mr. F. J. Mannarino 
Vice President 
W. & J. Sloane Inc. 
1130 Connecticut Avenue N.W. 
Washington D.C. 20036 

Dear Mr. Mannarino, 

Home Address 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

October 10, 1972 

Thank you for your letter of October 2 indicating your con
firmation of my agreement with Mr. J cobs. I enclose a check for 
$488.23 which represents the balance on the sofa as indicated in 
my letter of September 29 which you have countersigned. 

Sincerely yours, 

B la B lassa 



October 10, 1972 

Prof. Hermes dos Santos 
Secretario de Eetado da Industria 
Ministerio da Econo ia 
Lisbon 
Portugal 

Dear Mr. Secretary, 

At the suggestion of 1r. Faria Blanc I enclose a copy 
of my advisory report "The Implications of Portugal 1 s Associa
tion with the European Connnon Market" , which I prepared follow
ing a visit to Portugal last August. I very much hope that you 
will find this report of interest. 

Sincerely yours, 

Bela Balassa 
Consultant 

Development Research Center 

Professor of Politic 1 Economy 
The Johns Hopkins University 



October 10, 1972 

Dr. Manuel Cotta Dias 
Ministro das Financas e Economia 
Ministerio das Financas 
Lisbon 
Portugal 

Dear Mr. Minister, 

At the suggestion of Mr. Faria Blanc I enclose a copy 
of my advisory report "The Implications of Portugal's Associa
tion with the European Common Market'', which I prepared follow
ing a visit to Portugal last August. I very much hope that you 
will find this report of interest. 

Sincerely yours, 

Bela Balassa 
Consultant 

Development Research Center 

Professor of Political Economy 
The Johns Hopkins University 



Dr. Jose da Silva Lopes 
Caixe Geral de Depositos 
Lisbon 
Portugal 

Dear Mr. Silva Lopes, 

October 10, 1972 

Many thanks for your letter of September 2 and for your 
offer to correct some of the figures in the paper. While I do 
not plan to publish this (it was prepared as an advisory report 
for your government), I would appreciate it if you could make 
appropriate corrections. 

Looking forward to seeing you next year, I remain, 

Sincerely yours, 

Bela Balassa 



~fr. Carsten R. Mos r 
'' Intereconomics '' 

October 10, 1972 

HWWA-Institut fur Wirtschaftsforschung 
2000 burg 36 
Neu r Jungfernstieg 21 
W. Germany 

Dear iir. Moser , 

I will be glad to write the articl on regional inte ration 
and international trade under the conditions sug ested in your let
ter of September 20 (8 typewritt n pages; a fee of DM 300). You 
will have my paper before the end of th year. 

Sincerely yours, 

ela Balassa 
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Mr. A. ten Kate 
Nederlandse Economische Hogeschool 
Burgemeester Oudlaan 50 
Rotterdam 3016 
The Netherlands 

Dear Mr. ten Kate, 

October 10, 1972 

Many thanks for your letter of September 29 and for sending 
me your paper on the treatment of nontraded goods in the theory of 
protection. 

I appreciate it th t you have t kn the trouble to note th 
errors in the formulas. My definition of the Corden method, how
ever, stands and it is accepted by Corden himself. As to your own 
paper, I find it of considerable interest but I wonder whether it 
adds very much to the existing literature in analytical as against 
definitional terms. 

Sincerely yours, 

Bela Balassa 



Mr. Pierre Uri 
Th Atlantic Institute 
120 rue de Longchamp 
Paris 16e 
France 

Dear Pierre, 

October 10, 1972 

I enclose a xerox copy of the paper on energy consumption 
I mentioned to you. l hope that it will b of a e use. 

It was good to see you, and Carol and I look forward to 
having you for dinner on your next visit later this year. 

Sincerely yours, 

Bela Balas a 



October 10, 1972 

Mr. Dermot cAleese 
Th Economic & Social Research Institute 
4 Burlington Road 
Dublin 4 
Ireland 

Dear Dermot, 

Many thanks for sending me a copy of your dissertation 
as well as the reprints of your pap r on Irish manufactured 
exports to th EEC and on effective protection in Ireland. 

I a happy to see that you are doing well and I hope 
that you got one of the two jobs I wrote reco endations for. 
I will be glad to write further recommendations whenever you 
need them. 

Sincerely yours, 

Bela Balassa 



Professor Mark Perlman 
Managing Editor 
Journal of Economic Literature 
Box 7320 Oakland Station 
Pittsburgh, Pa. 15213 

Dear Professor Perlman, 

October 10, 1972 

I have eked Hopkins Press to send you a copy of my 
Structure of Protection in Developing Countries. You should 
receive it in a few days. 

Should you decide to have the book revi wed, I think that 
Harry Johnson would be the best choice. He is now at Yale and 
might be willing to write a review. Other suggestions are Arnold 
Harberger and Peter Kenen. 

Sincerely yours, 

Bela Bal ssa 



Mr. Jack Goellner 
Editorial Director 
The Johns Hopkins Press 
Baltimore, Md . 21218 

Dear Jack, 

October 10, 1972 

The Editor of the Journal of Economic Literature called me 
recently and told me that while he has received a copy of the 
Spanish translation of my book on The Structure of Protection in 
Developing Countries, he has never received the English edition. 
As the JEL is the most important forum for reviewing books on 
economics, I 8Jll very anxious that they get a copy. You y also 
wish to check if other books on economics published by the Press 
have found their way to the Journal. 

Sincerely yours, 

Bela Balal!ISa 
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Mrs. Michelle Bazin 
BIRD 
66 Ave. d'Iena 
Paris 16 
France 

Dear Mrs. Bazin, 

October 6 1972 

I have just received a copy of the letter written by Mr . 
Edmonds, Chief of the Personnel Services Section, to the Ameri
can Consul in Paris. lncase you have not received a copy I 
enclose one. 

I am writing to Miss Adriana de Paula to obtain the forms 
for applying for the Q'I/Jvisa and to ask your help in filling tlmm 
out. Your assistance in this matter would be greatly appreciated. 

Sincerely yours, 

Bela Balassa 



TO: 

FROM: 

INTERNATI ON AL DEVELOP" - ' T I IN TERNAT I ONAL BANK FO R 
AS SOC l ,\T I ON RECONSTRUCTIOfi AN D DEVELOf'l\lfNT 

I NTERNAllONAL Fl /\N CC 
CORP ORATI ON 

OFFICE MEMOR1'\NDUM 
Research Con~ittee Members 

Bela Bala~s ~ 

DATE:October 3, 1972 

SUBJECT: Brazil and ECIEL Projects 

' 
Not being able to attend the October 4 meeting of the Research Committee , 

I am circulating at Mr. Stern 's sugges tion some comments ·on two groups of re
search proposals with which I hav e some familiari ty. They are the three re
search proposals submitted by ECIEL and the three proposals on Brazil. 

I ECIEL Res earch Program 

Last June a Subcommittee consisting of Messrs . Stern, Avramovic, Kuczynski, 
and myself was unanimous in reco:nmending that the Bank should not provide ''pro
gram financing" for research coordinated by . ECIEL and should instead ask Mr . Grun
wald to submit specific research proposals. These reconunendations were accepted 
by Mr . Chenery and were incorporated in his letter to Mr . Grunwald. 

Subsequently, Mr. Grunwald submitted three research proposals to the Bank . 
However , as these proposals apparently cover ECIEL 's work for some years to come, 
they may be considered as a request to participate in the financing of ECIEL 's 
entire research program. Indeed , the estimated net financing needs of the three 
projects ($950,000 over a period of five years) are practically the same as the 
$200,000 a- e.:,r r-equest'e i. t he ear licr · submrs~ion for u 1.-ogram financing " . I 
wish to add that, for reasons explained in my memo of June 6 to Mr . Stern , I 
considered the $200,000 figure to be excessive . 

As to the individual projects, I agree with the recommendations made in 
the Subcommittee's report dated September 19 . To begin with , I see little need 
for _undertaking another study of internat_ional prices, purchasing power , and real 
income . Apart from the Kravis proj ect, studies on this subfect have been carri ed 
ou t by ECLA and by ECIEL itself . 

Also, while the employment problem is of considerable importance to the 
Bank and to Latin American countries, the Subcommittee is correct in stating 
that "this proposal is much too general to allow proper review" . The Subcommittee· 
further recommends that "Bank staff assist ECIEL in working out concrete res-earch 
proposals of mutual interest'' . I would add that we should look at research on 
employment as a whole , and consider ECIEL as one of possible contributors in the 
general .area which is not lacking . in .would-' ·,e resear<:hers . 

I come finally to the studies on income and expenditur e , of which one 
(Urban Household Income and Expenditure) awaits completion while its proposed 
extensions (Income Distribution Study and Demand Study) are still in the draft
ing stage. ECIEL indicates the need for $27 , 500 in FY73 and $62 , 500 in FY74 
for the completion of the first study .. As the Subcom..~ittee notes , "financing of 
this part of the study should naturally be considered as the first step in our 
association with ECIEL" . This should not mean however that we should finance 
the entire residua l amount . 
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First of all, it is doubtful that it represents the best use of the Bank's 
resources to be a "granter of last resort" for projects carried ou t by other in
stitutions. Second, there is no reason to assume that other sources of finan
cing could not be utilized for this purpose. Third, if the Bank commits consider
able funds for the completion of an ongoing project, it will have li ttle left over 
to finance new proje ts in whose design and implementation it could participate, · 
Yet I strongly feel that in the ECIEL and els ewhere Bank participation not b 
limited to financing but, as the Subcommittee recommended, it should involve 
participa ion "in the design of projects and possibly in the implementation as 
well'' . In this way, it can be ensured that the projects in question appropriately 
s erve Bank research objectives and can be coordinated with other Bank-financed 
projects in particular areas of research . 

Correspondingly, I would suggest that we finance a part of the residual 
needs of the Income and Consumption study, perhaps one-third . Much of this amount 
could be made available for FY73 . At the same time, we should express the will
ingness of committing .additional funds to · the income d·istribution and/or demand 
studies , provided that their research design meet the specifications indicated 
by the Subcommittee . 

II Brazil Research Proposals 

The B:i;-azil research program.has a long and checkered history which need 
not be repeated here. My understanding is that there is agreement on the cho·ce 
of Brazil as one of the key countries for Bank research but there is as yet no 
agreed-upon research program for this country . 

At this juncture, a decision needs to be reached if research on Brazil 
wer to begin now or it be -postponed until other res ar h projects are genera
ted . I would not consider the latter alternative to be the appropriate choice . 
First of all , the momentum and goodwill generated by discussions on cooperation 
with Brazilian economists would be lost and the Bank would fail to respond to 
the request by the Brazilian Finance Minister for at least one research project. 
Second, the projects in question involve relatively small financing and they in 
no w~y jeopardize the initiation of other. projects in the future ; in fact , the 
third research proposal represents an important step in generating new proposals . 
Last but not least, as I will note below , the research projects in question have 
intrinsic merits that warrant serious consideration . 

Impact of Government Policy on Growth and Income Distribution 

I am in general agreement with the comments of the Subcommittee chaired 
by Pedro-Pablo. Kuczynski on this project . I would like to put emphasis , however, 
on the quality of the researchers who would be involved in the research project . 
His knowl_edge and experience with mod.el buL'ding makes Lar.ce Taylor .one of the 
very best · economists who could undertake a J>roject of th.i ., sort. Also1 Edmar 
Bacha of the University of Brazil, a Yale-trained economist, is highly regarded 
by his U. S . colleagues, myself included, and is engaged in studies that fit in-
to the research project . Considering also the informal request by the Ministry of 
Finance of Brazil and the potential contribution the project can make , I suggest 
t hat it be given high priority . 

A Regional Model of Northeast Brazil 

I again agree with the Subcommittee that in its present form the project 
proposal can only be r egarded as preliminary and that the qu es tion of the Brazilian 



-3-

count rpart needs further attention. It seems appropriate , however, that funds 
be provided for a first phase of the study to be undertaken in FY73, with addi
tional funding made contingen t on the submission of a detailed research propo
sal together with a revis d budget and a r~port on work in progress. This sug
gestion is made because of the availability of Professor Loucks at the DRC in 

· FY73 who could make a substantial contribution to the pro:j ect and the lack of 
sufficient general funds in the DRC for carrying out a preliminary investiga
tion . 

Regional Studies in Brazil 

The proposal calls for developing a regional economic research program . 
If decision is r eached for a regional orientation of Bank research in Brazil , 
this project could be combined with the previous one. I wonder, however, that 
it would be appropriate to limit at this junctur the areas of possible investi
gation in Brazil. Rather , I would suggest that there is need .to investigate pos
sible f uture research projects in a broader framework . This would also corres
pond to the desire of the Area Department to generate a greater variety of pro~ 
jects .· 

Ideally, project generation should be financed from the general budget 
of the initiating department . As FY73 departmental budgets do not provide suf
fici ent amounts; I .would suggest that the Research Comm{ttee allots funds for 
this purpose . These funds should b e used , and new research projects generated , 
in consultation with the Coordinating Collllilittee on research in Brazil. In this 
way, it can be ensured that the research projects provide support for the Bank's 
lending program and correspond .to the needs of Brazil . 

Distribution : 

Messrs . Chenery, Stern, Qur eshi , Avr·amovic, Gulhati, 
van der Tak, H. Adler , Schulmann , Kuczynski, Baneth , Haq 

BBalassa:alm 



Mrs. Michelle Bazin 

Bela Balassa 

Miss Adriana de Paula 

September 29, 1972 

Mr. Gulhati today sent the enclosed letter to Miss Adriana de 
Paula. Simultaneously, he asked Miss Marshall to make the necessary 
steps for obtaining a visa. 

I am writin to Miss Adriana de Paula to contact you on this 
matter. Any help you can give her that would speed up the process 
of getting the visa would be greatly appreciated. 



Mr. L onard Jacob 
Pre 1 ent 
W. & J. Sloane Inc. 
1130 Connecticut Av nu 
W eht on .C. 20036 

Dear Mr. J cob, 

Home Addres 
2134 •:yominR Ave. . lJ. 

1ashin ton D. • 2000 

Sept ber 29, 197?. 

In the cour e of teleu on conver tion on Au st 25 
I reel with your eugge tion to keep the of I urcha ed fr ou 
if I given a 2 pre nt reduction in the purchase price. At the 
t e you indicat <l th t u would write lett r to con irming 
this arrangerient. I hav , not yet r ceiv n letter f om you and on 

Set ber bill th old purch ee price i still shown. 

sofa s soon 
v r tion. You ay d 
thi• lett ~ th your 

to you on th telephone, I ill p y for the 
a written confirmation of our telephone on
thi by r tuTilin to e the enc o ed coy of 
i.nat re . 

For your information, th pric of th 
Deducting 20 pre nt, the new price will b 
advanc of s200 should b deduct 

eof 
$6 • 2 

Sincer 1 your, 

Bela Blass 



Mr. Hollis B. Chenery 

Bela Balassa 

Cambridge Conference Papers 

September 29, 1972 

I enclose papers by Frances Stewart and Harald Malmgren which might 
be of interest to you. Mrs. Stewart provides a highly imaginative discus
sion of technology and production structure in developing countries. The 
solution she proposes reminds me somewhat of Mahbub ul Haq's suggestions 
for exploring the applicability of the Chinese experience. Whlle she ob
viously overstates her case, the paper is worth reading. 

While Mr. Malmgren's paper has no intrinsic interest, you might 
like to see it because the author is U.S. Deputy Special Representative 
of trade negotiations. Despite the disclaimer, the paper seems to repre
sent official views. 

May I ask you to return the papers after reading them. 



Mr. Jan Tumlir 
GATT 
Palais des Nations 
CH-1211 
Geneva 10 
Switzerland 

Dear Jan, 

22 September 1972 

As I indicated to you in Cambrid e, the Bank is organizing 
a "Seminar on Industrialization and Trade Policies for the 1970's" . 
As the enclosed outline indicates, a number of eminent economists 
will present papers at the seminar. 

We would be happy if you could participate in our seminar. 
This would hopefully permit cooperation of efforts by GATT and the 
Bank on problems relating to the adjustment process in developin 
countries. 

Sincerely yours, 

Bela Balasa 



IN TERNATI ON AL OE VELOPME T I INT[R AT IONAL BANK FOR 
ASSOCIATI ON RECONSTRUCTION AND DEVELOPMEN T 

INTERNAl IONA L FINA C 
CORPOHA Tl 01, 

O FFICE MEMORAl'JDUM 
TO: Mr . Dragoslav Avramovic DATE: September 22, 1972 

FROM : 

SUBJECT: 

Bela Balassa 
\ 

Invitation by' the Conuni ssion of the And ean Group 

With reference to my memo of Sept ember 18 , I enclose a wdtten 
invitation received f rom the Commission of the Andean Group. In the 
last but one paragraph of the letter it is indica t ed that following the 
receipt of my answer an official letter of invitat i on would be s ent to 
the Bank. 

cc . Messrs. Chenery 
Henderson 
Hayes 
Dulay 

BBalassa :alm 

Cauas 
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INTrRNATIONAL DEV L or IT I irnE N,\T [ m'AL BANK FOR I NTl::RNAT I ONAL FI NANCE 
ASSOCIA T I ON RECONSTRUCllO ANO D[VEL0, .1ENT CORPORAT I ON 

OFFICE MEMORANDU/\/\ 
TO: Files DATE: September 22, 1972 

FROM : 

SUBJECT: Cambridge Conference on Trade and Development 

1. At the invitat ion of the University of Cambridge Overs eas Studies 
Committee, I partic ipated in the 1972 Cambridge Conference on Development . · 
The purpose of the Conference was t o bring toge ther economist s and high
level civil servants to discuss problems of trade and development as they 
r at_ Lo the <level ,ping count -ic·.· · Tr, C, ,, f l!,·en, • •,:(, f i. 1· c e..l by the 
British Overseas Development Administration . 

2 . The Conferenc e was organized around three main headings : outward-
looking strategies, regional integra tion and trade, and inward-looking stra
tegies . Under each heading , the policies of developed and developing coun
tries were cons idered on the basis of background papers written by experts 
in the particular field . I n addition , s everal general papers were prepared. 
I enclose a list of the papers presented at the Conference . The papers a re 
available on loan from my office (ext . 5601). 

3. Much of the discussion at the Conference took place in groups that 
focused on the individua l headings . During the two days (S eptember 19 a nd 20) 
I spent in Cambridge , "!: partic ' pate<l in the work of the group on regional in-

· tegration . Apart fr om myself, Fel "p e Pazos of the In t erame:rican Development 
Bank , Sidney Dell of UNCTAD , and Gerard and Victoria C·.1rzon of the Geneva 
Graduate Institute pr esented papers on the subject . 

4. My own paper -- distributed in the Eank last June - - attempted to plac e 
the issu e of r egional int egrat ion in the contex t of i1ruard and outward- looking 
development strategies . Emphasi s has been g ·ven to t~e limitations of national 
markets and the possible ways to escape these li itations through outward
look:i_ng policies, regional int _gration , and generalized preference schemes among 
the developing count r ies . Following a discussion of the potential benefits of 
r egional integration, I considered the need for policy coordination in an inte
grated area, the treatment of existing and new indus ries, as well as tRe prob
lems associated with the partic ipation of c,'.>ur!tries on differ ent l evels of in
dustria evelopment i n regiona l int:'.!gratlon s-:.:heine.s . 

S. Felipe Pazos' paper discussed some of the s~nc t pies and , relying in 
part on y earlier contributions , ~~ ve b~ sir~ lly id0nticRl ans er~ . In the dis
cussion, too, we took practically ·1c s ~1,1e posil "on on every issue . Thus, v1e 

criticized suggestions made by G~ -~ rd a~j Vic toria Curzon to adopt the fr ee trade 
area fo n:1 in the dev e1oping c ot.,r ri , s on ;:- " t' ~round ~ cha t high · nd disparat e tar
iffs not only create di~to r tion"' "i tr,d e l-1'.t also h cc-r:c> an obstacle to integra
tion . This is ooserv d in LAF 1 •1iwre cou1·.c ~ ies are rel ct:an t to give tarif+ 
c onc essions 00 s 'nsi::ive. c '"'' '.; -.i ..... ~ , , -:• . , ,u f .: lk .-::e. 1.., i1c es s ·ons is greatly 
affected b,' the height of tar i f : ,. r,n thr- ...,~ rr'~ic t ::> , d i t s ·n-puts . 

; 1..,, 

paper are basically correct, Dell shois a bi~s against the EEC and in favor of 
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the Comecon . Thus, he disregards the benefits African countries derive through 
association with the EEC and pays little attention to the fact that the Comecon 
has the lo~est proportion of imports from developing countries in its gross na
tional product . Furthermore, in the course of the g neral d ' scussion, a major 
contentious issue was the distribution of new industry , with Dell .favoring cen
tralized allocation among the member countries and Pazos and myself suggesting 
greater reliance on the market mechanism and on project selection by regional 
development banks rather than allocation through intergovermi1ental bargaining. 

7. While the Conference brought a useful xchange of ideas, the desirability 
of the compartmentalization of the discussion und er particular headings is open 
to question. As my own paper indicates , the in<lj_vidual subject matters are in
terdependent; one cannot discuss regiona l integrat ion without reference to gener~ 
al trad e policies and the experience wi th inward and outward-looking strategies 
also needs to be contrasted. Finally, greater participation by people from the 
developing countries would have been desj rable . Only one-f ourth of the speakers 
and about one-third of the Conference participants came from the developing coun
tries, chiefly from the former British dependencies. 

cc. Messrs, Chenery Hayes Avramovic 
Stern Hulley Lerdau 
Cauas Henderson Thompson 
Duloy Haq de Vries 
Goreux Hughes Please 
Clark P . Frank Baneth 

BBalassa:alm 



Registered September 18, 1972 

Dr. Erik Thorbecke 
International Labour Office 
CH 500 Geneva 22 
Switzerland 

Dear Br.Thorbecke, 

Mr. Balassa asked me to send you the enclosed folder. 
Please return it as soon as you are through with it. 

Sincerely yours, 

Secaetary to 
Bela Balassa 



/ 

Mr. Edmar Bacha 
University of Brasilia 
Department of Economics 
Brasilia 
Brazil 

Dear Edmar, 

Sept ber 18, 1972 

Many thanks for your letter of September 11. I have tried 
to revise the second paragraph of page 10 so as to avoid iving 
rise to misunderstanding. Also, with appropriate reference, I have 
adopted your conclusion on the shadow price for foreign exchan e 
under protection with the proviso that the two fonnulas will be 
identical if the elasticities are constant. 

I hope that we can have further discussions on this at the 
time you are in Washinton. 

Sincerely yours, 

Bela Balassa 



Mr. Alphonse A. Gintzburgcr 

Bela Balassa 

Narinda Ship epair Project 

eptem er 18, 1 72 

1. I agree with your general argum nt on the need to sponsor export
oriented d velo ent projects. This issue i c pletely ne lect in th 
analysis of the project you have ent m. or id the nal st su stantiat 
his assertion that the us of shadow prices in project ~alua ion uld not 
si ificantly alter the results. In the present cas, the shadow price of 
foreign exchange would ne to be used as th actua price of forei n ex
change is distorted by the impositton of protective measures. hese mea-
ures make il!lport-substitutin projects profitable in dom stic prices v n 

when they re not profitabl in world market prices which is the re evant 
consideration. In turn, the social profitabilit of export-promotin ro
jects is under-estimated if these do not rec ive su sidies. 

2. It is a diff rent qu tion, which I a un ble to ud 
sufficient d and for establishing ship r pai faciliti sin n 
arinda. To my mind, th best way to approach this pro lem is to examine the 

bids of foreign investors and to carry out benefit-cost analysis by compar
ing the potential enefits to the national economy to the cone ssions eman
ded by the foreign investor. This would mean adjustin the traditional e
thod of project analysis that has been appli d by th anal st. 

BBalassa:alm 



IN TE h ATI O; . AL D'·V[LOPMFNT I I NT[F'U,T l (1N,,L BllNK FOf( 
ASS OC IATI ON REC0NSTHUC110N ANfl D[VtL0!-1.H-NT 

INT FRNATIONAL rlNANCE 
CO RP ORA r I 01~ 

OFFICE MEMORANDUM 
TO: Mr. Dragos] av Avramovic 

FROM: BeJa Balassi 

' SUBJECT: Invi ation by the Commis lon of the Andean Group 

DATE: September 18, J 972 

1 . As I ind ica te<l to you on the phone, I have received a telephone 
inquiry requesting my partjcipation in the work of an expert group that 
is to provide advice on setting the couunon customs tariff for the Andean 
Common Market. Rather than dealing with the details of tariffs tting, 
the expert group will advise the Comm ission of the Andean Group on the 
broad outlines of the tariff policy , with empr,asis on external trade re
lations and on the efficiency of the tariff structure. 

2 . I would appreciate having your reactions on the desirability of my 
accepting this invitation. In the case of acceptance, the question of the 
financing of my travel ,-muld further need to be settled. I am asked to 
spend one week in Lima in early January. 

cc. Messrs. Chenery 
Henderson 
Hayes 
J u::.o.> 

BBalassa : alm 
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Mr. Carsten R. Moser 
" Intereconomics" 

Sepeember 15, 1972 

HWWA-lnstitut fur Wirtschaftsforschung- Hamburg 
2000 Hamburg 36 
Neuer Jungfernstieg 21 
West Germany 

Dear Mr. Moser, 

I am rather busy at this time and I would find it difficult 
to write an article tiefoyou before the end of the year. At any rate, 
prior to making a counnitment, I would like to know what the length 
of the paper should be and what honorarium you are prepared to make. 

Sincerely yours, 

Bela Balassa 



IN 'IE NATl<f~I\L OtVILCJr~ , 
ASSt•l. lA l ! O~ I I NH.llPA TIClN AL flArH, FOR 

Rl.(.;()N'.,lfl UCT I O ANI' orv~LOfM[NT 
,N1E RNA1I0NAL r ! NANC 

CORPORA l I O 1 

OFFICE MEMORA~DUM 
TO: Files DATE: September 15, 1972 

r-ROM: Bela Balass~I"\_ 

SUBJECT: Report bn the 1eetings of Committee III at the Belgrade Conf rence 
(August 28-30, 1972) 

1. I have been asked to represent the Bank at th e meetings of Committee III 
at the Belgrade Conference o f Di rec tors o f De·,1e lopment Research and Training 
Instjtut es. The subject matter ronsidere<l by the Committee wa s foreign invest
ment in <leveloplr:g countries . Two paper::; were prc:?sentcd: H.C . as-Carlo Secchi, 
nA Mc::cro-Econom:Lc Model for Estimat · ng some Quantitative Effects of Private 
Foreign Investment in Less Developed Countr les:, and Grant Reuber, "Privat €> 
Foreign Investment in Less Developed Countries". 

·A [acro-:Cconomic !odel for Esti1ra ting some Ouantitative Effects of Private 
Foreign Tnves_tment :in Less Developed Coun t ries 
2 . Th e Bos-'Secchi pa per att s, npts to evaluate the effects of changes in for-
eign investmen t ori. n a tional income , on the balance of paymen_ts, on privat e in
vestment , and on· the public sector in five developing countries (Argent i na, 
Guatc~ala , Ghana, India, and th e Philipp ines) . The paper is subject to criti
c ism on-a variety of points. First of all, one may object to ma! ing cst:Lrnates 
in terms of current prices, e specially in a country with a high rat of infla
ti_on, st1 r.l1 as An•011t,na . Se>con ci, it appears th;:i.t the <lata have b een u sed un
criticnll y and no attention has been given to th e und erlying economic sit Rtion 
in the pnrti .ular country . A case in point is Ghana ~,ere the aulhors show l arge 
beneficial income ef f ects of foreign investment undertaken in 1963 although i t is 
w~ll--k.nown that m;my of these investment_s not only entaj led ub s t antial over
payment on imported machinery but the factories are not even operating as prc
duc tion has proved unprofitable . 

3. Turning from d a ta probl~1s t methodological questions, th e biases in-
herent i H the method o f estimat:ic;.1 ::,hould be not ed. The estirnation of the in
come effects of for eign investmeni· by Lh e use of output capita] r at ios is suh
j cct to .:i n u pward bias because tlic implied price of the other f.'.lct-ors of produ(;
tion, including skilled labor, technicians, a nd manRgcrs, is zero . A f urther 
source of pward bias is tha t increments in incomes c)re easurC'd jn domest:i c 
prices inflated by protection ,-rhich pr0vides the princi pal attrac tion for for<~ign 
investment in the coun~r ies under consideration . 

. 4. . In turn , the estimation of balanc.e-of-pay,nents effects is subjc ·t t~ a 
substantial. dm,rrn,ard bias. Thu s , the al'thor s take .1cc:ount of 1· h(~ importat:L0n 
of inputs ctnd the r epatriat ior, of profj ts, 1 oth of uhich have n ncga. tive effect 
on the balance of p.:iyments, but cl isregarcl the sa.vj nr, of f orc-ign c.0<:ch:1nsc t hrough 
:Lmport Bubstitution Lh2t has a positive effect . No -.. ,onder , then, tl1at the paper 
shown the b a lance-of-p;iyrnents j rnpa t of forej gn jnv,:,,tment to b e unHormly un
f;ivoral le·. 

5. The.nc po i nts uay suffic e to s ho··l th.it t.he Bos·-SeccM pap"T rep r0sent.s 
n <:•ith<.:x :.n ndvancc· in lilei:hocloL) gy nor do~s il pro'1idc useful rc,s u ] ts. 1Zatl1cr, 
the ref:ults m.:i.y mj slead thOSL! · who are unm,ilrC' of tlw met hodoloe ral ::md thu 
data p1.uhl.L:ms . AJso, .the s tudy 111:iy ht> usc.:d a s :in e ,;:arnple of "acadr>mic inner ialisni" 
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as the institutes in the deveJoping countries~play cl only the role of the sup
pliers of data which in turn have been used rather uncritically by the autho s . 

Privat e. ForC>·gn Investment in Less Developed Countries 

6 . Reuber ' s paper surnmari zed the findings of a survey _of investments carried 
out by ejghty fore-ign firms in developing countries. I enclose a copy of the 
main conclusions of the surv y that h s provided some interesting results . Haw-

ver , the paper has a weak thC'or .ti al basis and the discussion of the policy 
implications of foreign investment Jacks sophistication . In pnrticular , while 
R uber considers the impact of Gpecia l incentives on foreign investment , he dis
regards the effects of general incent ives in the form of pro t ection wh'ch en
courage foreign investment in import- substituting industries where the net bene
fit to the country may be sma]] or even negative . 

7. More generally, in evaluating the desirability of foreign · nvestment, 
attention should be given to possible alternatives in the form of (a ) imports ; 
(b) domestic production ; (c) foregoing the domestic consumption of a particular 
commodity; and (d) lack of util ization of a particular resource. As regards the 
first alte"."native, one should calculate the benefit-cost ratio of foreign ·nvest
ment under alternative assumptions .· The results of such calculations can be used 
to indicate the upper limit of governmental incentives to foreign investment t),at 
still make the foreign investment socially profitable . In turn, t he supply price 
of foreign capital will provide the lower limit of the bargatning range for the 
government and the foreign inves tor . 

8. s l'eg,n, ~1.; the !';!_:con ~~ Lc:rnntive , it is of c.s 1J ;,cinl interf·'"t to cornpa c 
the relative de irability of foreign investment and of domestic investment fi
nanced from fore · gn funds in the form of loans from inti:;:rnational agencies or 
suppliers' credits . One of the participants at the Conference argued that the 
latter is preferable to the fon,1 er bec.:iuse of the lower cost of capital. How
ever , in the evaluation of th ese altcrn.:it:ives, one should consider the importc1-
tion ?f managerial and technical know-how ;issociated with fore · gn direct invest
ment . 

9. ln turn, in inquiring into the effects of foreign investment on the pat-
tern of ~ousumption, one would necessarily raise inco~e distributional consider
ations relating to the a.vailabi] · y of particular products . •inally , co t
benefit analysis assumes especial importance in the case of a resource which 
,,,oulcl not othen,ise be used; or at least not for the present ; in this event the 
present value of the resources would need to be estimated. 

Conclusion 

10. The sho"rtcomings of the two ·papers and the considerable interest expressed 
in J)roblPms of foreign investment ~t the Con[ere11ce and numhf'r of eveloping coun
tri0s pojr.t to the need for carrying oul rcs<>arch on the subject. While the se of 
a macro-model for this purpose docs not appear to be promising, rcsearcl1 along the 
1-' nes ind-[catcd in Par.1s 7-9 above mny be usefully undL·r laken. TherCJ ar·e lso other 
su]Jj ects for research on f oreig1 invc tment ;,md we may consider n: t nb] ishing a smal] 
working group to explore the possibilities for resea ch in the urea . 

cc . Messrs. Chcnery, Stern, Du]oy, Goreux, BJ1tzer, C]R r k , Stoutjesdijk 

Jlendersou, St •vcnson, llnyC's, llu ghcr-;, Sc1xc, ll nq 

Qurcsld, Gulhati, Ka] anoff 
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Dr. Julio Berlin ki 
Pueyrrdon 336 
Sp 25 
Bu OS Air 8 

Argentina 

Dear Julio, 

Sept ber 15, 1 72 

Dani Schydlowsky's letter of July 17 reached with con-
siderable delay, hence my reply was s nt out only on August 28. 
Your lett r of August 31 has thus crossed with mine. On a separ
ate sheet I provides e cooments on the points you have rais d. 

A regard th r search budget, I sorry to say that I 
hnv no ore funds available. The ud t had to be finaliz 
before June 30 and, not having received an dditiona.l request 
fro you, I asked for the supplementary amount e agreed on t 
the tillle of your departure . But perhaps I could find $2 0- 300 
that i not us d for ome other purpose, and I a kin ani to 
se if h can do something. 

With best regards, 

Sineer ly yours, 

Bela Bal ssa 

c.c. Dani Schydlowsky 



1. 

2. 

3. 

4. 

Co nts on Julio nerlinski's 
of August 31, 1972 

B rlin ki ug eta t t in 

orandum 

th cas hen ther ar 

import-co peting (IC) products in s ctor clas ifi d as non-

import-competin (NIC) t produc should r ceiv zero 
in the averaging. 

w i ht / Thi will not be th appropd.a e roe h 

exiate ce of IC roduct in th s ctor in icat t e c or 

1 not 100 percent NIC. Correspondingly.~ weight bould b. 

given to the IC product . A min • th •eights ould be th 

valu of output of th produets in qu stion. It wold bed irable. 

however~ also to add output value for inilar product. 

O.K. 

See Par 2 of my 1 tt r of Au ust 28. 

Nomin 1 rt s of prot ction on he -di it evel hould be 

d rived as av rage o th result obt ined in th 5- igit br nk

dow-n, using the world m r et v lu of output a wei ht • It dos 

not tt r that th r la iv importance of th IC and NIC sectors 

ch nges as w ove from the 5-digit to the 3-di it ca sification 

ch e. Nori ther n d to provide two eta of 

3-digit lev 1. 

tim ts on th 



His Excellency 
Mr. Julio A. Lncarte 
Representacion del Uruguay 

ante la ALALC 
Hotel Victoria Plaza 
piso 11 
Montevideo 
Uruguay 

My dear friend, 

September 13, 1972 

I very uch enjoyed my stay in Montevideo, in large 
part due to your gracious hospitality. I also want to thank 
you for the beautiful ifts that will remind me of ou and of 
Uruguay. 

I enclose as promised a copy of y culinary guid for 
Paris. I hope that you will soon have the occasion to use it. 

With best regards, 

Sincerely yours, 

Bela Balassa 



Dr. Zarko Mrkusic 
II Bulevar 123/12 
Belgrade 
Yugoslavia 

Dear Zarko, 

September 13, 1972 

The evening I spent with you remains a pleasant memor and 
I wish to thank you and Anna for your gracious hospitality. I very 
much hope that next time it will he my turn and ou will vi.sit us 
in Washinton. 

On the family side, my son was born on September 6 wh n I 
was still in Mont video. Ile and his mother are fine. I gave him 
the name of Gabor which, as you probably know, is Hun arian. 

With best regard., I remain, 

Sincerely yours, 

Bela Balas a 

P.S. 
I am sending you under se arate cover a copy 
of a recent book of mine. 



Mr. F. Snater 
North-Holland Bublishing Co. 
305-311 Keizersgr cht 
P.O.Box 3489 
Amsterdam C 
The Netherlands 

Dear Mr. Snater. 

September 12, 1972 

Irma Adelman has akked y advic on a publishe for hr 
latest book (with Frederick Golladay) on Approaches to Educational 
Planning. She had her last two books published by Johns Hopkins 
Press but has not been satisfied with the sal s effort they tna.de 
and is looking now for a commercial publisher. 

I thought Jhat you might be interested in the book, of which 
I enclose . a Table of Contents. Should you want to pursue the mat
ter, please write directly to Mrs. Ad lman at the following address: 
University of Maryland, College of Business and Public Administration, 
Department of Economics, Colle e Park. aryland 20742. 

With kind regards, 

Sincerely yours, 

Bela Balas a 



Mr. Donald S. Lamm 
Vice President 
W.W. Norton & Co. Inc. 
55 Fif tb Avenue 
New York, N.Y. 10003 

Dear Don, 

Septem er 14. 1972 

I have used up nearly all the gumm stickers in 
commenting on Ed Mansfield's manuscript. This fact as 
well as the enclosed detailed comments indicat that there 
is much work to be done on the chapters. Please let me 
know if I can be of any further help. 

I pent altogether two days in doin the review. 

Sincerely yours, 

B la Balassa 



Professor Arthur I. Bloomfield 
Rittenhouse Claridge 
Philadelphia, Pa.19103 

Dear Arthur, 

S ptenber 14, 1972 

I am not at all surpris d that we hav cov rd th 
rune thing in paper on an identical topic. I will be 

interested to see your extension of the narr tiv. 

Lookin forward to seeing you later this month, I 
remain, 

Sincerely your, 

Bela Balasa 



I TERNATIONAL D VELO 
AS SOC I AT I 0 

IT I INTERNATI ONAL BANK FOR 
RECO STRUCTIO A O DEVELO PME T 

INT RATIONAL FINANCE 
CORPO RATI ON 

OFFICE ME/V\ORANDUM 
TO: Mr . Pedro-Pablo Kuczynski DATE: September 14, 1972 

FROM: 

SUBJECT: 

Bela Balass1
p • 

Export Prcmot'ion in Mexico 

1. I have read Mr . Hutcheson's memoranda dated August 21 and 29 . I 
am sympathetic to the idea of rationalizing the system of export subsi-
dies in Mexico and of providing higher subsidies . In the evaluation of 
the incentives given to exports, however, account should be taken of the 
fact that the rebate of indirect taxes on exports is not a "genuine" ex
port subsidy since it only removes an existing cost disability . Putting 
it diff erently , the imposition of indirect taxes on imports and the rebate 
of such taxes on exports represents the application of the "destination 
principle" which is in general use in Western Europe . In rebating indirect 
taxes on exports , the government simply corrects a distortion due to the un-· 
equal tax treatment of imports. and exports . 

2. This being the case , one should first try to convince the Mexicans of 
the need to generalize their tax rebate schem e in the way suggested in my 
original proposal. You may recall that this proposal ("Trade Policy in 
Mexico", October 1970; published in Spanish translation in the Comercio 
Exterior, ovember 1970) called for rebating indirect taxes on all exports . 
While the proposal served as a basis for the institution of the tax rebate 
scheme, various exceptions have unfortunately been introduced , 

3. One should further find out if tariff rebates on inputs used in ex-
ports are fully provided since under GATT rules these are not considered 
as subsidies either . Once the tax and t ariff rebate scheme is fully applied , 
one may t hen explore what forms of additional export inc entives could be 
granted . I do agree with Mr . Hutcheson thrlt these shou ld preferably be given 
on the basis of world market valu e added . The ques tion needs to be answered 
however as to what forms of subsidies wou ld not encounter retali a tion on the 
part of the United Sta es . 

cc . Messrs . Hutcheson 
elson 

Ruof 

BBalassa:alm 

Thadani 
Thoumi 
Walstedt 

• 
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INTERN ATIO AL DEVEL( 
ASS OCIATI O 'H I INTERN AT IO AL BANK FOR 

RECON STRUCT I ON A D DEVE LOPMENT 
I NTERNATION AL F INA CE 

CORPOR AT ION 

OFFICE MEMORANDUtv\ 
TO: Mr. William M, Gilmartin 

FROM, Bela Balassa~ 

' SUBJECT: Japanese Res earch Proposal 

DATE: September 12, 1972 

1. In the August 30, 1972 issue of the European edition of the Herald 
Tribune ;an article appeared reporting on projections made by the Japan Econo
mic Research Center on Japanese imports from Southeast Asia in 1980. The 
projections seem to cover the same ground as the original research proposal 
submitted by Mr. Okita and they raise questions as to the 11 additionality" of 
research to be carried out under Part I of the new proposal. It may be use
ful to obtain copies of the JERC study so that we can see what exactly they 
have done. 

2. I wish further to report on a conversation I had with Mr. Cohen who 
represented Mr. Okita in his _capa~ity as director of International Develop
ment Center at the meeting of directors of research institutes held in Bel
grade at the end of August. Mr'. Cohen privately expressed the view that the 
research proposal IDC prepared for us was hastily put toge ther and it con
tained an unrealistic timetable. He further indicated to me that he had ex
pressed doubts to Mr. Okita whether IDC as yet had the capacity to success
fully bring to completion a large-scale research project. One way of handling 

, the problem might be to involve somebody of the stature of Professor Kojima in 
the supervision of the industry studies. Incidentally, Kojima will be in Wash
ington at a seminar organized by tle Bank on October 5 and 6. 

cc. Messrs. Goodman 
Hablutzel 
Asanuma 

BBalassa:alm 

.. 

Stern 
Duloy 
Hughes 



TO: 

FROM: 

SUBJECT: 

INTERNAT IONAL DEVELor 
ASSOCIA TIO 

'IT I INTERNAT IO AL BANK FOR 
RECONSTRUC TIO ANO DEVELOPMENT 

I TERNATIO AL FINA CE 
CORPORATION 

OFFICE MEMORANDUM 
Mr . HolL:i,s B .. Chenery 

Bela Balassa~ 

Symposium on Regional Integration 

DATE:September 12, 1972 

1. At the invitation -- and the expense -- of the Government of Uruguay 
and the Institute for Latin American Integration I participated in a Sym
posium on Uruguay and LAFTA in Montevideo on September 4-6. Other partici
pants included Raul Prebisch, Eric Wyndham-White , Carlos Lleras Restrepo, 
as well as Alberto Sola and Gustavo Magarinos , respectively, the former and 
the actual Executive Secretary of LAFTA . 

2. The Symposium took the form of roundtable discussions of papers pre-
sented by the participants, followed by questions from an audience of econo
mists , high-level 'civil servants, and businessmen, The paper I presented 
was based on my "Regional Integration and Trade Liberalization in Latin Ame·· 
rica" (Journal of Common Market Studies, September 1971) and "Regional Inte
gration and Trade : Policies ot Less Developed Countri~s" (to be presented at 
a Conference on Trade and Development in Cambridge , England , on September 19 , 
1972). A copy of the paper is enclosed . 

cc. Messrs.Stern 
Dulcy 
Clark P, 

Henderson 
Hayes 
Hulley 
Frank I •. 
Hughes 

Alter 
Avramovic 
Wiese 



September 12, 1972 

Mr. V. Xavier Pintado 
0 Rua D. Pedro V, 45-3 -Esq. 

Lisbon 
Portugal 

Dear Mr. Pintado, 

It was indeed a surprise to meet you at the io airport. I 
am only sorry that we did not have more time to talk. 

I enclose a copy of my advisory report on Portu al's entry 
into the Common Market; a copy of my book on The Structure of Pro
tection in Developing Countries is being sent to you under separate 
cover. 

Hoping to see you next year, I remain, 

Sincerely yours, 

Bela Balassa 



Mr. Ravi Gulhati 

Bela Balass 

Olivia Adriana de Paula 

Dear Ravi, 

Herewith the data you need for Olivia. 

rune: 0 ivia Adriana de Paula 
Addre s: 12 Cit Van u, Paris 7e 
Nationality: Brazilian 
Birth date: April 10, 1922 
Marital status:Sin le 

September 12, 1972 

Let me add here that Olivia is an accomplished cook; I e peciall 
like her spicy dishes. She wor ed as a cook for the Brazilian Consul in 
Paris from 1964 until his dep rture in 1967, and was cook and governess 
with Francoise Sagan betwe n 1q67 and 1 71. She left Miss Sagan cause 
there were too many parties lasting until 5.00 and 6.00 in the morning. 
(I know that you 11 e your sl ep so this will not ea problem!). 

As agreed, I enclo ea draft letter to Olivia. This could ta e 
the place of a formal contract. Since she doesn't know En lish, it would 
be useful if she al o received a French translation of th 1 tter. I will 
make the translation m self as soon as I have your letter to her. 



Mr. Michael Kaser 
St. Antony's Colle e 
Oxford OX2 6JF 
England 

Dear Michael, 

12 S ptemb r 1 72 

On 8 Sept ber I wrote to you indicatin my willingness to 
revise y contribution to th English edttion of your volume and 
promised to eend this by mid-September. I have since looked at 
Mr. Hornnann'e letter more carefull and find that at this tie 
he only wants a commitment from the authors as publication depends 
on a positive answer from the majority. ay I ask you therefore 
if arrangements have been made for publication; I will send you 
my revision within a week of the r ceipt of your letter. 

Sincerely yours, 

Bela Balassa 

c.c. Mr. Hohmann 
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r. John Hull y 

Bela Bal ssa 

Economic Int gration Among Developing Countries 

S pte her lJ, 1972 

Prof ssor rank's rewrite of the paper is f ine but I niss a 
discussion of the hen fits of r ional int gration v rand abov 
those obtained through overall trade liberalization. 0 thi point, 
see my ''Regional Inte ration of Trade Polici of Le s Developed 
Countrie. Section II" . 

cc. Isaiah Frank 

BBalassa:alm 
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INTERNATI ONAL DEVELOI 
ASSO CIATION 

INTERNAT IONAL BANK FOR 
RECQ STRUCTID ' AO DEVELOPMENT 

I TERNA TIONA L FINANCE 
CORPORATION 

OFFICE MEMORANDUtJ\ 
TO: Mr . Deepak . Lal 

FROM: Bela Balassa~ 
.. 

DATE: September 11 , 1972 
'. • , 

SUBJECT: 11 Estimating the Shadow Price of Foreign Exchange in Project Appraisal" 

1 . Your note of August 29 reached me upon my return to the Bank today . 
I find your statements -- and especially your opening and closing remarks · __ 
rather odd and wonder if they are to be taken at all seriously. Nonetheless, 
I provide below some information on "chronology" for the benefit of those who 
have · not even seen my paper which was given in the form of a preliminary draf t 
for . comments to only a few people on a personal basis. A revised draft will be 
distributed later this month . 

2. If the main ideas contained in my paper sound familiar , this is because 
it is based on my earlier paper, "Project Evaluation in Developing Countries" 
which antedates your own efforts (The paper was circulated in the Bank in May 
1971 and , subsequently, as Economic Staff_ Working Paper No . 119 in October 1971 ; 
it was published in part in the Journal of Political Economy, May-June 1972 ; it 
will appear in full in a Festschrift in Honor of Jan Tinbergen). And this paper, 
too , built on my earlier writings on the subject . For example , I advocated the 
use of a semi-input-output method in project evaluation in a paper that appeared 
in the May-June 1968 issue of the Journal of Political Economy, i . e . before 

, Little-Mirrlees saw the light of day. Nor has there since been a change in my 
view towards accepting Little-Mirrlees ; if anything, my last paper expresses a 
more critical attitude . At the suggestion of Alan Manne and others, I will ex
pand on this in the revised version where your proposed solution involving the 
use of marginal value products expressed in world market prices will also be 
considered . 

3 . Let me add that in January 1972 I commented in much detail on your 
11Adjustments f or Trade Distortions in Project Analysis" of which "Alternative 
Project Selection Procedures for Developing Countries" is a popularized ver
sion . . These comment s have been acknowledged in your revision that incorpora
ted some changes madP ~pparently in respons e to my suggestions . I still do 
not find, however , that either of your two papers would provide a balanced 
evaluation of the choice among alternative project evaluation methods . But I 
see no point in pursuing the polemics and have chosen rather to expound my own 
ideas on the subject in more detail in "Estimating the Shadow Rate of Foreign 
Exchange 11

• Indeed, the paper has to deal with the question if there is need 
at all for a shadow exchange rate . And this is for our readers to judge . 

cc . Messrs. Reutlinger 
van der Tak 
Henderson 
Chenery 
Stern 
Hayes 
Dulay 

BBalassa : alm 

., 

Blitz er· 
Goreux 
Duane 
Parish 
Hawkins 
Anderson D. 
Hughes 



Hr. ficha 1 Kaser 
St. Antony' Colle e 
Oxford 0X2 6JF 
E land 

Dear Iichael, 

Sept ber 8, 1972 

Since y last letter to you of Au~st 1 I hav een 
to Hungary for a few days where I had discussions n the new 
economic mechani This will pe it me to update the paper 
as was r quested in the letter by r. Hohmann. I expect to 
send you the revised version around the iddle oft e month. 

Sincer ly yours, 

Bela alassa 

cc. r. lohmann 



Dr. Daniel Schydloweky 
rvard Univer ity DAS 

1737 Cambridge Street 
Cambrid e, M se. 02138 

Dar Dani, 

Au ust 28, 1972 

This is in answ r to your letter of July 17 whic ha 
ne y 

reach d 
on. me with consid ra le del y. t k u your que tion 

l. In cases when a ector is 
yet price cop ri one have been 
competing products. in averagin 
greater wight to the latter than 

ified e no -import-co e in 
for two competin an one non
price ratio on should giv 

to the f om r two combined. 

2. Incas s when th rear so e non-import-comp ting products in 
an import-competing industry, on should att pt to estimate th ir 
pr portion in th total and use th 1 pric r tios in the av r in. 

3. We do not consider bricks and cement a nontraded ood a 
they r often traded. Even if this were not th ca e in Ar entina, 
uniformity r quir that thy b con idercd in the cat . ry of V Con
struction material lik in the oth r studie. 

Siner ly yours, 

Bela B lassa 

c.c. Julio Berlineki 



August 30, 1972 

Prof. Alexander K. Swoboda 
Graduate Institute of International Studies 
132 rue de Lausanne 
Geneva 
Switzerland 

Dear Professor Swoboda, 

In Mr. Balassa's absence, I 1IDl pleased to return 
the proofs of his "Connnents" as requested. 

Sincerely yours, 

Secretary to 
Bela Balassa 



INTERNAT I ONAL DEVELO P 
. ASSOCIATI ON 1 

INTERNAT I ONAL EIA NK FOR I 
R CO STRUCTIO AND DEVE LOPMENT 

NTERNATI ON AL FINANCE 
CORPOR ATION 

OFFICE MEMORANDUM 
TO: Mr. Munir P. Benjenk 

FROM: Bela Balassa ~ 

S UBJECT: Back-to-Off · ce memo (Portugal , August 1-4, 1972) 

OATE:August 26 , 1972 

1. I was in Lisbon between August 1 and 4 as a consultant to the 
Secretari~ de Estado da Industria on questions of industrial policy and 
protection in Portugal. I r ev iewed work done by the Secre t ariat of In
dustry on the Portuguese system of protection and had discuss i ons with 
the Secretary of Indus try, the Governor of the Bank of Portugal , and 
some government officia ls as well as several private industrialists 
on questions relating to Portugal's association with the European Common 
Market. 

2. In carrying out work on the system of protection in Portugal , the 
Secretaria de Es t ad o da Industria has utilized the methodology developed 
at the Bank . This study relates to the year 1964, for which an input-output 
table is availab le; We hav e agreed that, in order to make i~ usefu l for pur
poses of policy making , the study should be updated to 1970 as soon as the 
inpu t-output t able fo r that year is completed . We have further agreed on 
various modifications in the wor k done so far and on extending its scop~ to 
includ e i ncentives other than protection, such as credit and t ax preferences,_ 
which have assumed increasing importance in Portugal . 

3. I enclose a report I have prepared on "The Implications of Portugal ' s 
Asso~ia t:ion with the European Common_ Market" ; it has been cleared with 1essrs. 
Thomp son and McCal l . The report consider s the problems facing Portugal in a 
free trade area in industrial goods with the EEC, and contains suggestions for 
improving the compe titiveness of Portuguese industry. 

cc . Messrs. Thompson 
Hors l y 
Upper 
McCall 

BBalassa : alm 

Chenery 
Henderson 
Duloy 
Hughes 

Qureshi 
Kalmanoff 
Gulha ti 



Dr. Max Kreinin 
Department of Economics 

chigan State University 
East Lansing 
Michigan 48823 

Dear Max, 

ugust 26, 1972 

Thank you for your letter of August 17 containing the outline 
of your paper. Herewith are my comments. 

I wonder if it is appropriate to include a separate section on 
theoretical considerations in your chapter. The issu s of trade creation 
and trade diversion and the dynamic effects of the EEC are covered else
where and you may simply wish to have a short sub-section (at most 2 pa es) 
on the theoretical issues in your section on the static effects on develop
ing countries. 

As re ards the static ffects, I presume that the emphasis will e 
on indicating the differential impact of the Common Market and on the asso
ciated and on the non-associated countries. This raises the que ion of the 
product breakdown of the estimates and the ~anner in which the i plications 
of the elimination of preferences in the French mar twill be considered. 
I think that all this will requir considerable spac and you mig t want to 
devote an ntire section to the effects of the EEC on trade flows. The sec
tion should also include a discussion of the effects of preferences on the 
exports of processed goods from the associated countries. 

You may consider devoting a eparate section to a discussion of ev 1-
uation, policy issues, and perspectives for the future. In this section you 
could consider, among other things, the possible future effects of preferen
ces for processed exports fr the LDCs, the issue of r ver e prefer nces, 
and the probable effects of British entry. 

Some of these suggestions might reflect the fact that I am not certain 
how you want to handle some of the sub-headin s. But, at any rate, the next 
step should be that we have discussions on the telephone. I am leaving for a 
trip abroad and will be back on September 8. We can aalk any tiJ,ie after that. 

Sincerely yours, 

Be Rn lassa 



Mr. Walter S. Salant 
The Brookings Institution 
1775 Mass. Ave •. W. 
~ashington D •• 20036 

Der Walter , 

August 2, 1972 

I will be happy to comment on Dick Cooper's paper, pro
vided that this is given on the afternoon of ept ber 2 or on 
Septaiber 22. I couldn't check on the tmin since I don't se 
to have receiv d the program. 

Sincerely your, 

Bela Balassa 



Mrs. Margaret E. Bett 
Secretary to Dr. U. W. Kitzinger 
Nuffield College 
Oxford OXl lNF 
England 

Dear Mrs. Bett, 

26 Augu t 1972 

I enclose a copy of the paper which apparently got lost 
from the envelope addressed to Professor Kitzinger. 

Sincerely yours, 

Bela Balassa 



IN'.TER ATIONAL D .OPME TI INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE " 
ASSOCIAT, ~. . RECONSTRUCTIO AND DEVELOPfv, . , T CORPORATION 

OFFICE MEMORANDUM 
TO: · Mr, Herman van der Tak DATE: August ·26, 1972 

FROM: 

SUBJECT: 

Bela Balass 

Organization of Seminars on Project Appraisal 

1. Mr. Henderso~'s memo of July 5 deals with some of the questions re-
lating to the proposed seminars on project appraisal . In the present note, 
suggestions are made for the organization and timing of the seminars. 

2. _ I propose that we start with a two-day seminar· to discuss papers on 
methodology as well as case studies. Candidates are the papers prepared or 
being prepared by Blitzer, Lal , Maurice Scott and myself , the Bank case 
studies, and th~ UNIDO Guidelines . The papers should be distributed in ad
vance and the authors should only summarize them at the seminar so that the 
bulk of the time available could be devoted to discuss i on. 

3. The seminar should be limited to 18-20 people. From the Bank's side, 
participants'could include those who were at the May 15 meeting with one or 
two people added . Among consultants, Carden, Feldstein, Harberger, Lal, 
Marglin, Scott, and Schydlowsky could be invited (I think that we ~hould not 
try to economize in limiting the number of consultants) . Since Lal departs 
on October 1 and Carden and Scott leave in early October , I suggest that the 
s eminar be held on September 29-30. While this is very near, one should not 
miss the occasion to have the threesome from Britain . Needless to say, invi
' tations would have to go out :immediately . 

4. Following the seminar, a discussion meeting should be held by Bank 
part icipants to evaluate the experience of the seminar , to dis.cuss; the 
needed revision of . the papers, and to set up the finai schedule ·of subsequent 
seminars. Some of these seminars would be organized around the topics ana
lyzed in the individual papers while others could discuss the need for future 
research . 

. 5. Seminars on future research should follow immedia t ely upon the 
September 29~30 seminar to ensure the participation of the consultants from 
the U.K. (Lal could be asked to delay his departure , if possible). They 
would be rather freewheeling affairs, with no more than 8-12 people present , 
the purpose being to discuss the direction of future research at the Bank on 

,subjects such as second-best shadow prices, the fiscal implications of .pro
ject evaluation at shadow prices etc. 

6. Seminars on particular topics analyzed in the papers would be organized 
with the participation of Bank staff interested in problems of project evalua
tion or carrying out such evaluation in practice . Discussions should t ake 
place in small groups to ensure audience participation. The discussion leaders 
may take as their text several papers or just parts of a particular paper, the 
emphasis being on methods of project evaluation . In turn, I would suggest to 
postpone taking decisions on the usefulness of holding any large meetings until 
later. 
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7. The seminars should _be helpful for reconsidering Bank practices of 
project appraisal. I wonder however if it would be useful, and even fea
sible, to come up with a statement of the Bank "party line" ·on project 
evaluation before the seminars. It may be more appropriate to try to de
velop a Bank position after the seminars have been completed. 

cc. Messrs. Chenery 
Stern 
Hayes 
Henderson 
Dulay 

BBalassa:alm 

Blitzer 
Goreux 
Lal 
Reutlinger 
Duane 

Hughes 



26 aout, 1972 

Sr. Rogerio Martins 
Secretario 
Secretaria de Estado da Industria 
Lisbon 
Portugal 

Cher Monsieur, 

J'ai ete tres heureux de vous rencontrer et de 
avec vous sur des problemes de l'economie portugaise. 
trouver ci-inclus une note qu j'ai redi~e sur le su 
sociation du Portugal avec le Marche c0!1UllUn. 

m'entrenir 
Veuillez 

t de l ' a -

En sperant d vous revoir l'annee prochaine, e vou prie 
de croire, cher Monsieur, a mes sentiments les meilleurs. 

Bela Balassa 



Professor Luis Maria T ixeira Pinto 
Chairman 
Sociedade Financeira Portuguesa 
Rua Duque Palmela 30-8 
Lisbo 3 
Portugal 

Cher Luis, 

25 aout, 1972 

J'ai ete tres heureux de vous revoir et de m'entrenir av c 
vous sur des problemes de l'economie portugais • V uillez trouver 
ci-inclus unc note que j'ai redi e sur le suj t de !'association 
du Portugal avec le 1arche commun. 

En esperent de vous revoir prochainement, je vous prie de 
croire, cher Luis, mes sentiments les me1 leurs. 

Bela Balassa 

P.S. 
Je joins egalement une copie de la nouvelle version demon 
guide culinaire. 



Dr. Jose da Silva Lopes 
Caixe Geral 
Lisbon 
Porgugal 

Cher ami, 

25 aout, 1972 

J'ai ete tres heureux de vous revoir et de 'entrenir ave 
voua sur des problem.es de l'economie portugaise. Veuill z trouv r 
ci-inclus une note que j'ai redige sur le sujet de !'association du 
Portugal avec le Marche commun. 

En esperent de vous revoir l'annee prochaine. je vous prie 
de croire, cher ami, a es sentiments les meilleurs. 

Bela Balassa 

P.S. 
Je joins egalement une copie de la nouvelle ver ion de 
mon guide culinaire. 



Dr. Fernando Cruz 
Associacao Industrial Portuguesa 
Lisbon 
Portugal 

Cher Monsieur, 

25 aout, 1972 

J'ai ete tres heureux de vous revoir et de m'entrenir avec 
vous sur des problemes de l'economie portugaise. Veuillez trouver 
ci-inclus une note que j'ai redige sur le sujet de !'association 
du Portugal avec le Marche common. 

En esperent de vous revoir l'annee prochaine, je vous prie 
de croir , cher Monsieur, a mes sentiments les meill urs. 

Bela Balassa 

P.S. 
Je joins egalement une copie de la nouvelle version demon 
guide culinaire. 



Dr. Ricardo da Faria Blanc 
Companhia Uniao Fabril 
Lisbon 
Portugal 

Cher Ricardo 

25 aout, 1972 

J'ai ete tres heureux de vous revoir et de m'entrenir avec 
vous sur des problemes de l'economie portugaise. Veuillez trouver 
ci-inclus une note que j'ai redige sur le suj t de l'association 
du Portugal avec le Marche commun. 

En attendant votre visite a Washington, je vous prie de 
croire, cher Ricardo, a mes sentiments les meilleurs. 

Bela Balassa 

P.S. 
Je joins egalement une copie de la nouvelle version demon 
guide culinaire. 



Dr. Joao Mauricio Fernandes Salgueiro 
Tv. to Ferreiro a Lapa, 21/5° 
Lisbon 3 
Portugal 

Dear Dr. Salgueiro, 

25 August 1972 

I much enjoyed seeing you again and discussing with you ques
tions relating to the Portuguese economy. I enclose a copy of my 
paper "The Implications of Portugal's Association with the European 
Common Market"; I hope that you will find it of interest. 

Looking forward to seeing you next year, I remain, 

P.S. 
I also enclose a revised copy of my 
culinary guide. 

Sincerely yours, 

Bela Balassa 



Professor D. Antonio Pinto Barbosa 
Governor 
Bank of Portugal 
148 Rua do Comercio 
Lisbon, Portugal 

Cher ami, 

August 25, 1972 

J ' ai ete tree heur we de vous revoir et de m'entrenir avec 
vous sur des problemes de l'economie portugai e. Veuillez trouver 
ci-inclus une note que j'ai redige sur le sujet de l'association du 
Portugll avec le Marche commun. 

En esperent de vous revoir prochainement, je vous prie de 
croire, cher ami, a mes sentiments les meilleurs. 

Bela Balassa 

P.S. 
Je joins egalement une copie de la nouvelle version demon guide 
culinaire. 



Dr. Joao Cravinho 
Ministerio da Economia 
Secretaria de Estado da Industri 
Cabinete de Planeamento 
Lisbon 
Portugal 

Dear Dr. Cravinho, 

August 25, 1972 

Enclosed please find a copy of y paper on ' The Implications 
of Portugal's Association with the European Common tarketn. I am 
sending under separate cover the various papers on the methodology 
of my protection study. This should enable your staff to make the 
modifications we have discussed in Lisbon. With these modifications 
the study should provide valuable results. Of course, for purposes 
of policy-making you will need the estimates based on 1970 data. 

I have talked to Profes or estphal who expres ed interest in 
participating in a study that would combine estimatin a programmin 
model with effective protection. I suggest that you write to him 
directly on this and send him whatever material is available on the 
estimation of a programming model in Portugal. I would myself like 
to receive a copy since I would plan to collaborate with Professor 
Westphal. He can be reached at the abov addre s. 

It was good to see you but, needles to say, I would have pre
ferred seeing you under different circumstances. I do hope th t you 
are improving rapidly and will b able to leave the hospital soon. 

With my b st wishes for a speedy recovery, I remain, 

Sincerely yours, 

Bela Balassa 

P.S. 
The note on the treatment of nontraded oods your assistants 
promised to send me has not yet arrived. 



Dr. Erik Thorbecke 
c/o World Employment Program 
International Labor Office 
CH-1211 Geneva 
Switzerland 

Dear Erik, 

August 25, 1 72 

Many thanks for your recent letter and th outline of your 

study. Herewith are my comments. 

I wonder if it is useful to spend much time and ffort on 

chan es in the pattern of agricultural trade, ( our section 3). 

It would seem that the constant narket share analysis is not very 

useful in analyzing the effects of the common agricultural policy. 

I rather suggest that you concentrate on changes in production, con

sumption, and trade that ar covered in section 4. The effects of 

the common agricultural policy could then be expressed fir t by calcu

lating changes in the own, partner country, and foreigns ares in co -

sumption; and second by calculating the effects of price increases due 

to the CAP on consumption. This method is analogous to that u ed by 

Truman and it should give especially useful r sults in agriculture . 

You did not mention it separately but I presume that section 4 

would include estimate on the effici ncy cost of the common agricultural 

policy as described in your original research proposal. The comp risons 

Tith the pre-CAP situation and with the free trade situation discussed 

there ar of considerable importance for our proj ct. 
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I would appreci te havin your reaction to this and your 

letting me know what commodity breakdown you plan o use. 

Sincerely ours~ 

Bela B 1 ssa 



Mr. B. l. Wickham 
Conference Secretary 
University of Cambridge 
Overseas Studies Committee 
Cambridge Conference on Development 
c/o Faculty of History (Room 12) 
West Road 
Cambridge CJ33 9EF 
England 

Dear Mr. Wickham, 

August 25, 1972 

Thank you for your letter of August 17. I will see 
Paul Streeten in Belgrade next week and will discuss with 
hi.rt the possibility of my participation in the Cambrid e 
conference. 

Sincerely yours, 

Bela Balassa 



Prof. Peter B. Kenen 
Princeton University 
International Finance Section 
P.O.Box 644 
Princeton, N.J. 08540 

Dear Peter, 

August 25, 1972 

I will be happy to participate in the conference or anized 
by the International Financ Section on the future of research in 
international economics next March. 

Thanking you for your invitation, I remain, 

sincerely yours, 

Bela Balasea 
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Mr • Donald S • L 
Vice Pr sident 
W.W. Norton & Co. Inc. 
55 Fifth AVltnu 
New York, N.Y.100 3 

Dear Don\l, 

August 25, 1972 

The manuscript has indeed followed ~e from Paris to Washing
ton but unfortunately it arrived only two day before my departure 
for a two-w ek trip abroad. I hope howPVer that I will be a le to 
read it by mid-September. Please let me know if this is too late. 

I would have been happy to s e you on our visit to Washing
ton but I run afraid that I shall be retunrlng only after you leave. 
Perhaps we will have another occasion oon. 

Sincerely yours, 

Bela Balassa 

P.S. 
Many thanks for your not on the Adelman book. I understand th 
reasons for your decision. 



Ar-it 7'l 

WILL COn! CT 

C 

l j 



Mr. Leonard Jacobs 
rr ident 
W. & J, Sloane Inc. 
1130 Connecticut Av nue .J. 
Washington D.C. 20036 

Dear?«. Jacobs, 

Hom 
213 Avenue N.W. 
la hi r,ton D.C. 20008 

Au ust 23 1972 

On June 18, 1972 I wrote to your Cu to er Service D part:l'lent inform
ing them that I wished to return th sofa I purchas d from you. In th et
ter (copy enclosed) I indicated th r son hy I want to return it. A 
few aays later a ervice an called an on June 23 I had telephone conv r-
ation with Mrs. Shi ld on th conditions of r turnin th sofa. Mrs. Shield 

indicated that therewwould b 50 char e, which I ccepted. 

Aft r con iderable delay 9 th representatives of your firm crune to y 
hom on August 17 to pick up the ofa. They show d my wife a paper accordin 
to which there would b 25% charge for the r turn of the sofa, wife ob-
ected to this as I had nfo her followin my conversation with frs. hield 

that the charge would be $50. I immedi tely called Mr. hield who now denie 
having told m that a $50 charge pplies ; she aintain that she had told e 
that there would ea 25% cha for the return of th sof. owever 0 I cle rly 
heard her say ng that the charge would b $50; one cannot misunder tand a fi r~ 
of 25% for $50. 

1rs. Shield also tells me th ton the original order I signed it was in
dicated that there would be a 25% charge for the r turn of th m rchandise. I 
have never been given a copy of the ori inal ord r, and ev n if I had,th char 
does not apply since I am returni the ofa b cause I find it unsatisfactor • 

I would appreciate it if this matter could b settled at an r yd te. 
As I indicat d to Mrs. S ield in the course of our telephone conversation on 
June 23, I a illing to pay a $50 char despite the fact tat I find the sofa 
unsatisfactory. In this connection, I wish to add that 1hil points (1) and (3) 
in my letter of June 18 do not require further explanationt th a rupt changes 
in the color not in my point (2) is apparently due to th f ct that the f bric 
was put lengthwise rath r than from front to back. 

Sincer y yours, 

ela B lassa 
Consultont, Development Research r. nter 



! 

INTERNATIONAL BA K FOR RECONSTRU ..,TION AND D.SVELOPME T 

1818 H Street. N .W .. ~, ... hini:ton. D. C . 204'33. US.A . 

Custone r Serv:l.ce Dep2.rt:-1cnt 
~ & J Sloan e , Inc . 
1130 C0nnocti cut Ava~ue , 
W~ehic~ton , D.C. 20036 

Dear Si.r : 

J une l S, 1972 

I recciv1=d deli-.-2:ry of z. loo:.;s pillo-,· t c:•. :::\-:: sofa , style nn:-nber 
5600, on Ju!-:8 6th , 1. c:!'.1 Kr.:.. tin; today ~ec:c:u Se , a~tcr care;ful co:, ~:: idore.
tion , I 1,:·ish to 1·etu2·n t::1e :;ierc}:ardise .f'or Pw follOi·,ini; r easons : 

1. As I have indicated to ~1 oc:r salcs:"!:8 :1 , :-:r . Bill Rose , the 
~ushions encl pillo·,·:" on the sofa are v er'/ ooft , altrKrn~;l: at the t:i..,ne 
of orderin~ I e:npb2.si::cd t::r.t I :!a~t;,;d to h;,;.ve f:i..m cu ~h;0ns .?.rd 

P;17~"""' · ·'le- -, t.'-ie t:n,~c·-·--or.c-t ,...,·rt:i~.-, J· c: "'r'>J. C:llT_.,.ic~ ·-r-"-l•r .t•;•.-,-:i ,.1-,,,.1•c.-b;• ~-·-- ·\..: ,. -..,. .. 11. _ , .~ - · 1. .... 4 ..1, ... •. _. __ ,, _ _ ,..J.~ . ........ i!.,,i. _. _ J. - .......... ,.La.I J. ,., J. ,. , U,1\., - "-' J 

cont n.butinc to ~ sof 1:. , unco:-1i'ort2.ble seat, j_nc . 

2. The velvet fabric covering the sofa i$ shiny , 8h:rn;_JtJ.: cha1,ges 
' color 2.s O;,C ~1oves in the roo:~ , and shows h2,rsh color contrasts f r om 

any given an~le , 

J. Finally , t he naterial of the cu snions and pillo~s ~rinkles 
badly, apparer.tly bec:use t ,·c upholste r y job has been poorly ci.one . 

I am l eavi!'lg fo r a si:x- wcsk trip abro2.d next Friday , Jun0 2J~l , 
and I ,,·ould like to ask you t o arrange for pick- up of ths s ofa. before 
r.i.y departure . 

I would plan to use the a~ount I paid you on t be sofc, fe r future 
purchases , Let me adci he r e t hat I 1 ave been perfectly sa t:Lsfied Hith 
earlier purchc?.ses f r '.):i ~·ou a nd r.ave no doubt that this ,•:ilJ. bs the 
case in t he fu t ure . 

Shou l d you have any c;_ uestio !'1s , pl ease call me at :r.iy of.:'ice , 
477-.5601. 
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His Excellency 
Mr. Julio A. Lacarte 
Representacion del Uruguay 

ante la ALALC 
Hotel Victoria Plaza 
piso 11 
Montevideo 
Uruguay 

Excellency, 

August 18, 1972 

In reference to your letter of July 12, I enclose 
two copies of my paper 11The Second Development Decade and 
Regional Economic Integration". Please excuse the delay. 

Looking forward to meeting you in Montevideo, I 
remain, 

Sincerely yours, 

Bela Balassa 



Mr. Euro F. Alves 
Subdirector 
INTAL 
Casilla de Correo 39 
Sucursal 1 
Buenos Aires 
Argentina 

Dear Mr. Alves, 

August 18, 1972 

I enclose a copy of the paper "The Second Development 
Decade and Regional Economic Integration" as you requested. 

Sincerely yours, 

Bela Balassa 
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Mr. Const tin Ch. Deli iannis 
1331 Newton Stre t N •. 
Washi ton D.C. 20017 

Dear Mr. Deli ianni, 

Ausu t 18, 1972 

I have red through your paper "I port Substitution and 
Investment Allocation: A Ca e Study of Gr c . " While I can 
s th t with appropriat revi ion and the application of a 
ore sophisticated appr ach, this coul provid the baei for 
dissertation at the Catholic University, I am afraid th t 

th re is no pos ibility for financin your ork on th su -
ject by the Bank. 

cc. Messrs. St rn 
Goe x 

uloy 

Siner ly yours, 

Bela Bala a 



M. Michel Guerard 
Le Pot au feu 
50 rue des bas 
Asnieres (Rauts de Seine) 
France 

Cher Monsieur, 

Adresse Personnelle 
2134 Wyoming Averwe N.W. 
Washington D.C. f0008 
USA 

le 15 aout, 1972 

JA vous remercie de vos lettres que me sont parvenues apres 
mon retour aux Etats Unis. Je suis content de savoir que vous 
etiez d'accord avec ma description de votre Eestaurant. 

Le 4iner que nous avons eu chez vous le mois de juillet 
etait, comme toujours, excellent. J'aurais aimer repeter cet 
experience avant man depart pour les Etats Unis mais malheureuse
ment cela me n'etait pas possible. Je reviendra a Paris l'annee 
prochaine et je vous ferai signe avant mon arrivee. 

En vous remerciant de votre accueil, je vous prie de croire, 
cher Monsieur, a mes meilleurs sentiments. 

Bela Balassa 

P,S. 
Lors de notre diner chez vous, j'ai oublie d'emporter la note dont 
j'ai besoin pour ma declaration d'impots aux Etats Unis. Veuillez 
avoir l'amabilite de m'envoyer une note indiquant simplement la 
date (le 8 juilllet), le nombre des couverts (4) et la somme payee 
(Fr.295). Je vous en remercie d'avance. 



Mr.Ian Bowen 

Bela Balassa 

Reprints 

August 15, 1972 

This is to give permission for the republication of my paper 
"Trade Policies in Developing Countries" which appeared in the 
American Economic Review in May 1971. As the reprinting is not done 
for commercial purposes, I relinquish my royalty rights. 

BBalassa:alm 



Mr. Donald S. Lamm 
Vice President 
W.W. Norton & Co. Inc. 
55 Fifth Avenue 
New York, N.Y. 10003 

Dear Don, 

August 15, 1972 

Irma Adelman, whose office is next to mine at the tn0ment, ha 
asked my advice on a publisher for her latest book (with Frederick 
Golladay) on Approaches to Educational Planning. She had her last 
two books published by Johns Hopkins Press but has not been satisfied 
with th sales effort they made and is looking now for a commercial 
publisher. 

I thought that you might be interest in the book, of which I 
enclose a Tabl of Contents. Should you want to pursue the matter, 
please write directly to Mrs. Adelman at the above address; she could 
provide you with a sample chapt r. Let me add here that she has ac
cepted a professorship at the University of Maryland and is a consul
tant to the Bank. 

Hoping that things are going well with you, I remain, 

Sincerely yours, 

Bela Balassa 



I 

I 

/ 

Mr. Jeffrey B. Nugent 
Economic Affatrs Officer 
United Nations 
United Nations Building 
P.O. Box 4656 
Beirut 
Lebanon 

Dear Jeffrey, 

August 15, 1972 

Thank you for your letter of August 7. I have in the mean
time talked to the Johns Hopkins Press ; they hope that you will have 
the manuscript by the end of the year so that the book could be in
cluded in their fall list. 

I cannot think of anybody who would fit the needs of your 
Department at the present ; I will let you know if I have some sug
gestions. 

Sincerely yours, 

Bela Balassa 



Mr. John Hulley 

Bela Balassa 

Note on Economic Integration among LDCs 

August 15, 1972 

1. Herewith my comments on your note with a view to compressing it 
into some six pages, a difficult task indeed. It would require a sur
gical operation, eliminating some parts, while retaining material re
lating to the Bank Group since this is the subject of the paper. 

2. I would suggest that you start with the statement that regional 
i then ntegration should be part of a development strategy andAprovide the 
reasons for integration as in your Para 1 while adding the infant indus
try argument on a regional level. Next, you could indicate the need to 
avoid that the union becomes a high cost area; this would necessitate 
combining regional integration with overall trade liberalization. The 
discussion could include, in a greatly abbreviated form, Paras 9-12 
from your Section II. 

3. The second section of the revised note could deal with the diffi-
culties of regional integration as in your Paras 5-8. You may add here 
that fears of dislocation in existing industries have been exaggerated; 
the CACM experience indicates that the path to free trade among these 
industries can be relatively smooth. The section should incorporate some 
of your discussion on the existing economic integration schemes (Paras 16-
21) in the form of examples. 

4. In the third section you could make some general statements on the 
forms of integration utilizing Paras 13-15 but giving more of a typology. 
The section should also consider nonregional preference schemes but your 
discussion here is rather uncritical while you seem to overemphasize the 
polarization issue in regional integration. Also, I would delete your 
Section IV but give some attention to problems of policy coordination. 

5. I have little to say on past contributions by the Bank Group except 
that the Bank economic reports on CACM and on the EAC have been quite use
ful. At the same time, you may wish to raise the question why the Bank 
has not done more in the regional integration field. Finally, Section VI 
should be reproduced verbatim. 

BBalassa:alm 



FORM ,\..i. s, INTERNATIONAL DEVELoP· - ~T I . INTERNATIONAL BANK FOR 
ASSOCIATIO RECONSTRUCTION AND DEVELOPMENT 

INTERNAT IONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr . William Gilmar tin DAT E: Augus t 15, 1972 

FROM: Bela Bal assa1 
\'· 

SUBJ EC T : Japanese Research Proposal 

1 . The revised proposal is more manageable in size but it s t ill has several 
important shortcomings . Firstly, it is not clear how Parts I and II would be 
linked . Secondly , the methodology to be utilized in Part I is open to various 
objections . Thirdly, the study would not provide a comprehensive picture of 
Japanese imports from the countries of East and Southeast Asia . Fourthly , the 
methodology of the in-depth industry studies has not been worked out . Fifthly , 
as you also note , the selection of industries does-not appropriately serve the 
purpose at hand . 

2. The discussion of projection methodology in Par t I is ra t her muddled . 
It is not clear what assumptions would be made in regard to the s hare of Japan 
in world exports (p . 6) . Also , the discussion seems to indicate that the macro
projections would be made in current prices , and the data deflated by the use 
of the consumer price index . I do not see the usefulness of current price pro
jections ; nor do I cons·der the ( projected) consumer price index an appropriate 
deflator . Further questions arise in connection with the treatment of capital ; 
this is an independent variable used in conjunction with mployment forecasts 
to project GNP but it becomes a dependent variable in the sectoral projections . 
Finally , I do not see the need in the present context to give detailed atten- . 
tion to changes in input-coefficients . The Clapper Almon study for t he United 
States has shown that material coefficients change little over time . 

3. It seems to me that a more common-sense me thod should be adopted for mak
ing projections . This would involve estimating the rate of growth of GDP on the 
basis of estimates of the labor force and the capital stock -- itself dependent 
on the share of investment in GDP -- using a production function approach . Next, 
one would explore the implications of economic growth for the pattern of final 
expenditure and use information on input-output relationships and import shares 
to derive production and import estimates . 

4. Much of this is straightforward and energies should be concentrated on 
estimating the share of imports in the various industries . This is the crux 
of the matter since material input coefficients are reasonably stable· but im
por t coefficients are not. Yet the proposal concentrates on the former and 
completely disregards the latter . 

5. Projections of import shares in various industries should ideally be 
based on a detailed investigation of individual industries . To r educe the 
t ask to manageable proportions and o direct energies towards industries of 
interest to the countries of East and Southeast Asia, one would have to select 
industries for in-depth study where the countries in question (a) export raw 
materials to Japan; (b) may become producers of parts , components and accesso
ries for ass mbly in Japan; and (c) may eventually replace Japanese domestic 
product·on. For all other industri s , simplified methods of analysis could be 
us ed but the scope of the work may also vary among the industries selec ted for 
in-d pth study. 



-2-

6 . These suggestions may serve what I consider to be the major objectives 
of the analysis : to derive estimates of the prospective Japanese imports from 
East and Southeast Asia and to provide detailed information on the possibilities 
offered for the countries of East and Southeast Asia in selected industries . Let 
me add here that I am in full agreement with your r ecommendations as r egards 
the methods of investigation to be employed in the in-depth industry studies . · 

BBal assa : alm 
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August 14, 1972 

Mr. Dermot McAleese 
The Economic & Social Research Institute 
4 Burlington Road 
Dublin 4 
Ireland 

Dear Dermot, 

Congratulations on your appointment. I wish you luck 
and further advancement. 

Many thanks for the reprint; I shall be interested to 
continue getting copies of your work. 

Sincerely yours, 

Bela Balassa 



Penguin Books Inc. 
7110 Ambassador Road 
Baltimore Md. 21207 

Dear Sirs, 

August 11, 1972 

My paper "Trade Creation and Trade Diversion in the 
European Common Market" was reprinted in International Economic 
Integration (ed. P. Rob on), but I hav not yet received a copy. 
I would appreciate receiving one or, if po sible, two copies. 

Sincerely yours, 

Bela Balassa 



August 11, 1972 

Mr. Miguel Rodriguez 
Department of Economics 
University of Oregon 
Eugene, Oregon 97403 

Dear Mr. Rodriguez, 

While I have not done research on nominal and effective 
protection in Venezuela, such work has been carried out by the 
Banco Central. You may wish to write to them at the followin 
address: 

Mr. Helly Tineo Salazar 
Banco Central de Venezuela 
Depto de Investigaciones Economicas 
Organismos Internacionales 
Esq. de Carmllitas 
Caracas 
Venezuela 

Sincerely yours, 

Bela Balassa 



Monsieur S. Ronchetti 
Directeur, Division Transport 

11 aout 1972 

Office Statistique des Communautes europeennes 
Boite postale 130 
Luxembourg 

Monsieur, 

Je vous remercie de votre lettre de 22 juin que m'est parvenue 
apres mon retour d'un voyage a l'etranger. Je vous suis tres reconnais
sant de m'avoir fourni des renseignments qui me seront tres utiles. 

En vous remerciant de votre gentilesse, je vous prie de croire, 
cher Monsieur, a mes meilleurs sentiments. 

Bela Balassa 



Mr. Michael Kaser 
St. Antony's College 
Oxford OX2 6JF 
England 

Dear Michael, 

August 11, 1972 

I am extremely sorry but due to other obligations I am 
unable to make any revisions tn my paper in the foreseeable 
future. Let me add that changes in Hungary have been rather 
unimportant so that the paper will not be outdated. 

Sincerely yours, 

Bela Balassa 



Mr. Paul P. Streeten 
Warden 
Queen Elizabeth Bouse 
Oxford 
England 

Dear Paul, 

August 11, 1972 

I am afraid that I have some bad .news, at least from the point of 
view of the Conference on Trade and Development. There seems to be a time 
conflict with the birth of my second child which brings into question the 
possibility of my coming to Cambridge. 

While I have been aware of this conflict for some months -- although 
not at the time when I accepted the invitation -- I had hoped that I would 
be able to make it to Cambridge. It now appears, however, that the birth 
will come on September 22 or thereabouts. Moreover, according to the pro
gram I just received, the Conference requires my presence for the entire 
September 19-27 period, so that I could not just fly over for a day or two 
to deliver the paper and leave. 

While it is still possible that the child will be born prior to the 
Conference, I think we should consider the possibility of my not being able 
to come. I have tried to find a replacement here but the two persons who 
have the qualifications to take my place are not free. I wonder, however, 
if you might consider replacing me on the program with somebody from Britain. 
There are several people I can think of, includin A.J. Brown, P. Robson, and 
W. Newlyn. 

Needless to say, I am very unhappy that I may not be able to attend 
the Conference which promises to be of considerable interest. You can, how
ever, understand my motives. Let me add here that I will be spending two 
hours at London Airport on my way to Belgrade on Sunday, August 27 (arriv
ing Heathrow at 7.20 a.m.), and could call you at that time to talk about 
this question if you so wish. 

Sincerely yours, 



Mr. Euro F. Alves 
Subdirector 
INTAL 
Casilla de Correo 39 
Sucursal 1 
Buenos Aires 
Argentina 

Dear Mr. Alves, 

August 11, 1972 

Many thanks for your letter of July 28 and for the information con
tained therein. I plan to arrive in Montevideo on September 4 at 1.10 p.m. 
flight AF.089 from Paris. I would have liked to arrive earlier to partici
pate in the opening ceremonies but unfortunately there is no flight from 
Paris the previous day and I am not able to leave tvo days earlier. 

The arrangements you suggest are fine with me and I will plan to 
stay at the Hotel Victoria Plaza. I prestnne that I could receive the per 
diem together with the honorarium and would pay the hotel bill myself. 

Mr. Tami sent me a telegram asking if I could extend my stay by a 
day to have discussions at INTAL in Buenos Aires. I am afraid that this will 
not be possible since I have to be in Washington on September 7, but I could 
perhaps leave Montevideo half-a-day earlier to be able to spend a few hours 
at INTAL. Let me add here that I could accept your invitation only because 
it pertained to the days September 4 to 6 for which I could make myself free. 

As to the paper for the Conference, due to my other obligations, it bas 
been impossible to prepare it during the short time available. I expect, how
ever, to mail the paper next week. 

Sincerely yours, 

Bela Balassa 



Textile Economics Bureau Inc. 
10 East 40th Street 
New Vork, N.Y. 10016 

Dear Sirs, 

August 10, 1972 

Please send me one copy of your latest issue of 
Textile Organon. My check for 0.50 is enclosed. 

Sincerely yours, 

Bela Balassa 
Bla 



August 9, 1972 

University of California Press 
P.O. Box 1588 
Richmond 
California 94802 

Dear Sirs, 

In answer to your statements I wish to inform 
you that I sent you a check in payment of invoice no. 
743364 on June 20. I enclose another cbec 1n the 
same ount. $14.39, in the event th t the first got 
lost. Should you have received the first one, please 
destroy it. 

Sincerely yours, 

Bela Balassa 



Ritz Hotel 
Lisbon 
Portugal 

Dear Sirs, 

August 8, 1972 

I was staying ia your hotel in room 639 between July 1 
and 4. I left in the room in one of the drawers of the credenza 
a folder containing correspondence. I would appreciate it if you 
could send me these papers by airmail; I will be happy to reim
burse you for the expense involved. 

Sincerely yours, 

Bela Balassa 



National Geographic Society 
17th & M Streets N.W. 
Washington D.C. 

Dear Sirs, 

Home Address 
2134 Wyoming Avenue N.W. 
Washington D.C. 20008 

A9gust 8, 1972 

I would like to order a subscription for 1973 to th 
"National Geographic Magazine" to be sent to: 

Mr. Gabor s~echy 
Matrai utca 9, III l 
Budapest I 
Hungary 

This should be ent by seamail. 

In the meantime, would you send Mr. Szechy your enlarged 
wall map of Europe, 50" x 57" , cat.no. 615. The enclosed note 
should be sent with the map. Please let me have your bill . 

Sincerely yours, 

Bela Balasa.a 



Miss M.T.R. Pascual 

Bela Bilassa 

Dr. Augustine Tan/Developmant Strategies Project 

August 8, 1972 

I enclose the expense vouchers in connection with Dr. Tan's 
visit to Washington last May. 

BBa las sa: alj 
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Dr. Joao Cravinho, 
M.inisterio da Economia, 
Secretaria De Estado Da Industria, 
Cabinete de Planeamento. 

Dear Dr. Cravinho: 

June 23, 1972. 

This is to confirm my telephone conversation concerning my visit 
to Lisbon. I will arrive from Paris on August 1st (Tuesday) 
at 13.25 on Flight No. AFSOl • I plan to leave on 
August 4th, Friday. I understand that you will make reservations at 
the Ritz Hotel. 

I am looking forward to receiving your paper at the Paris office of 
the World Bank - 66 Avenue d'Iena Paris 16e, France, prior to my 
vistt to Lisbon. 

c.c.s 

Sincerely yours, 

Bela Balassa. 

J.H. Dulcy, J.L. Upper, R.P. Armstrong, 
D.H. McCall, H. Hugkes. 

BBalassa:mf 
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2134 Wyoming Avenue, N.W. 
Washington D.C. 20008 

June 23, 1972. 

Professors W. Lee Hansen and Burton Weisbrod, 
University of isconsin, 
Madison, Wisconsin . 

Dear Professors Hansen and Wei sbrod : 

Perhaps one should rank a rticles not only by their length but also 
by the number of reader s . If this criterion is used your paper 
s urely deserves a corner in the Hall of Fame of Economi sts as it 
is avidly read by those who made it and those who di d not. 

But how exact are your calculations or has the computer goofed? My 
research assista t exclaimed upon reading the paper that I have 
been s lighted . While my name appears as one of the top t en i n 
1960-61 and 1964-65, Awards V and VI have been unjus t ly deni ed to me. 
With twenty-three articles listed between 1959 and 1965, I should 
have fourth place with an annual average of 3.3 articles among the 
contender s for the Lifet ime Bat ting Average and thir d place with 
46.3 pages a year in the linepp for the Li fetime Slugging Aver age. 

Your fellow batsman 

Bela Balassa . 



Mr. Dulay 

Bela Balassa 
a-,.) 

e Pricing Project 

June 23, 1972. 

I discussed with Mr. Stevenson the need to have a DRC report coordinating 
above project with Economics Department. Their t:.e.pert is Ross Parr:f§_h. 

Lu~ 

Apart from naming DRC report, some arrangement has to be made on the 
handling of the budget of this project. It is not clear whether the 
budget is to be divided between the two departments or it is to be 
included with t he Economics Department's projects. 

BBalassa :mf. 



(Vl,Z?.-ofl.., 

Mr. Mavirio Debaca, 
AID 
Department of State, 
IJashington D.C. 

Dear Mr. Debaca: 

June 23, 1972. 

Mr. Mauricio Pinto is working under me on his dissertation. 
Dissertation deals with Brazilian economic problems and it 
is desirable that he goes to Brazil for field research this 
summer. I wish to ask you, therefore, to provide finance 
for hjs trip. 

Sincerely yours, 

Bela Balassa. 



Dr. Odd Aukrust, 
Central Bureau of Statistics of Norway, 
Oslo Dep. 
Oslo l 
Norway. 

Dear Dr. Aukrust: 

June 23, 1972. 

I have written to you (April 21, 1972) requesting that you send 
me the input-output tables for Norway for recent years. 
Should it not be possible to send the tables for several years 
I would appreciate it if I could have the table (both credits 
and debits) for 1969. I would like to get copies both in 1969 
and 1961 prices so that I would have comparable data for a long 
period. 

Needless to say I would be happy to pay any cost of duplicating 
the input-output tables. 

Sincerely yours, 

Bela Balassa. 



Dr. Carlos Antonio Rocca, 
Faculdade de Economia, 
Universi~ade de Sao Paulo, 
Ceixe Postal 8030, 
Sao Paulo, 
Brazil. 

Dear Dr. Rocca: 

June 23, 1972. 

I am extremely sorry to have delayed writing this letter so long but 
it is only now that I have gotten to read your monograph. I am 
afraid that I had too much work at the University and at the Bank 
so that I had to postpone m r eading it . 

Let me say t hat the reading of the monograph allays my fears expressed 
to you a t the time of our meet ing. It is my view that vour me t hod 
is a valid one and, notwithstanding the qualifications relating to 
quality differences and other matters, the results are vali. I 
congratulate you on this ork as you ar e the first who h s been able 
to quantify eEternal economist using econometric methods, 

I am send you, under separate cover, a copy of my book on "The Structure 
of Prot ection in Developing countries", as well as my paper on Latin 
America Integration. 

With best regards, 

Sincerlly yours, 

Bela Balassa 



Random House Inc. 
501 Madison Av nue, 
N.Y., N.Y. 10022, 
U.S.A. 

Dear Sir: 

June 23, 1972. 

I would like to explore hhe possibility of republishin in a ingle 
volume papers I have written in recent years on polici s followed 
by seni-industrial countries. The main theme of the volume is the 
similarities in the policy issues confronting thes countri s that 
are customarily placed in differ ent categories -- developed, develo
ping and socialist. It should be useful in courses of comparative 
economics, development economics, and Soviet-type economies on the 
advanced undergraduate and the graduate level. 

I enclose a list of the pap rs together 1th as . ary description 
of the contents r of the proposed volume. I ould also 
expect to write a eeaeltia.Idg p&plrr, in which I would bring tog th r 
the findings that emerge from the papers. Should you have an 
inter est in publishing the volume , I will be happy t o send you a 
complete set of the papers . 

Sincerely yours, 

Bela Balassa. 



The File 

Bela Balassa 

Thomas Birnberg 

June 23, 1972. 

Thomas Birnberg has made a favourable impression on me. He is 
very good econometrician who has a feel for reality. The paper 
he wrote jointly with Resnick is a path-breaking effort. 

In my opinion, Mr. Birnberg will fit very nicely in the DRC as 
he brings econometric skills and he would like to work on 
subjects which are of interest to the Bank. 

The main thing against Birnberg is that he has not published yet. He 
has a book in preparation, written jointly with Stephen Resnick , , 
and two articles submitted to journals, agtin with joint authorf~ 
I wonder, however, if he is not one of the slow starters who could 
do extremely well in the future. I would give it a try. 

BBalassa:mf. 



Mr. William. J. Murray , 
Hewitt I~surance Agency, 
Trust Company Building, 
New Haven, Conn. 06510. 

Dear Mr . Mur r ay: 

J une 23, 1972 . 

This is to confirm your telephone conversation with my wife concerning 
the water damage in our house. There is damage in t he room on the 
first floor that faces t he street, from the plumbing system of t he 
second floor. F rthennore, there is damage in the middle room on the 
first floor from leaking radiat or in the second floor. 

I understand that you will send out a representative after u ust 1st 
to s rvey the damage when we r eturn f r om Paris. 

Yours sincerely, 

Bela Bal ssa. 



Mr. Edwin M. Truman, 
DepartI:tent of Economics, 
Box 1906-A Yale Station, 
Sheffield-Sterling-Strathcona Hall, 
Yale University, 
New Haven, Connecticut 06520. 

Dear Ed : 

June 23, 1972. 

Thank you for your letter of June 9th. 1I am answering your three 
questions elow. 

As regards the appendix tables I would suggest that you include 
the second set for those countries you will investigate in more 
detail. But if you feel that this is not sufficient, let us talk 
about it after Ir urn to Washington on August 7th. 

I see considerable interest in disaggregation of the EEC and EFTA 
results by exporting countries and I would encourage you to carry 
out work on this. 

As you know, I plan to write a summary chapter. In this chapter 
I will discus, among other things, the estimates on the 
three defects of the EEC and EFTA in your two chapters - in those 
of Kreinen and Thorbecke as well as the extension of y Economic 
Journal estimates to recent years. It would be desirable to avoid 
overlapping but I can understand that you will want to make some 
comparisons between the Truman and the Resnick-Truman results. 

With best regards. 

Sincerely yours, 

Bela Balassa 



Mr. Jeffrey B. ugent, 
United .ations Building , 
Economic and Social Office, 
P.O. ox 4656 , 
B irut, Lebanon. 

Dear Jeffr ey: 

June 23, 1972. 

Having looked more car efully at your production function estimates, 
I understand your qualms of including the technological term and the 
common mark t dununy in the same regression. This apparently gives 
rather strange results for the co-efficient of the capital output 
ratio. I wonder, however, that we can dismiss the technological te 
on this basis since presumably the results would be fine if we had 
this one in the regression and exclud the common market dummy. 

I will be interested in seeing your results obtained under alternative 
ethods. Until then, Ir ain, 

Sincer ly your s , 

Bela Balassa . 
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Mr. G. Dorl'ance, 
International Monetary Fund. 
19 and Street, 
Washington D.C. 

Dear Graeme: 

Jun 23, 1972. 

This is to extend to you a formal invitation to reside 
at the Johns Hopkins University in the 1972/73 academic 
year. I understand that you would attend our genera1 
s inar, audit a gr duate course, participate in depart-
ental discussions. An office vill be provided for you 

for the period of your stay. 

We are all looking forward to having you next year 
and hope that you will have a profitable stay. 

Best regards. 

Sincerely yours, 

Bela Balasa 
Professor 



Mr. Carsten R. Moser, 
Intereconomics, 

.Jun 23, 1972. 

Monthly Review of International Trade and Development 
Editorial Office: WWA-Institut fr Wirtechaftsforachung-Ramburg. 

Dear Mr. Mo er: 

I am afraid that I will be unable to write a paper for your Journal 
on such short notice. 

Sincerely yours, 

Bela Balassa. 



Consumer Reports, 
P.O. Box 597 
Mount Vernon 
New York, 10550. 

Dear Sir: 

2134 Wyoming Ave. N.W. 
Washington n.c. 20008-
June 23. 1972. 

I wrote to you on April 27th, indicating that I have not received 
your annual guidefor the year 1972. I have not heard from you 
since and would like to ask you to send me the guide without 
further delay. As I indicated in my earlier letter, I have a 
continuous subscription since 1971. 

Best regards. 

Sincerely yours, 

Bela Balassa. 



Mr. Kim Mahn Je, 
Korea Development Institute, 
58 - 7 Seosomun-dong, Seodaemun-Ku, Seoul, 
C.P.O. Box 5096 Seoul, 
Korea. 

Dear Mr. Kim Mahn J e: 

June 23, 1972. 

I am indeed sorry for not being able to participate at the Symposium 
held in connection with the opening of the KDI. But Irma Adelman will 
represent me. 

Your research program looks very good and I do hope that I will able 
to visit Korea before long. 

Sincerely yours, 

Bela Balassa. 



Mr. Edmund Sheehey, 
Department of Economics, 
Marshall Hall, 
Michigan State University, 
East Lansing, Michigan 48823. 

Dear Mr. Sheehey: 

June 22, 1972. 

In reply to your letter of May 21st, I enclose a copy of the 
Free Tra~J~-Output Co-efficient used in my study, together 
with the~ for each of the industries for which co-efficients 
are provided. 

My paper onI~egional Integration in Latin America has not been r ·L , f/ }:_ , 
published. T enclose a copy of the mimeograph ver~ Lu,s~ Q/lc/ .Y""r'cjd o-..us._J 

Calculations of effective protection for Argentina by "Gfflffi8 are 
being carried out in the framework of our development strategies 
in industrial countries project. This is a rather detailed investi
gation involving some 250 industriea. I doubt, therefore, that 
it would be worth your while to carry out similar calculatiom; You 
may wish to write to Mr. Julio Berlinsky for details on his study. 
His address is: 

With best regards. 

Pueyrredon 336, 
so piso, Dpto 25, 
Bumos Aires, 
ARGENTINA. 

Sincerely yours, 

Bela Balassa. 
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0oR"' No . 58 
(5- 48) 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL BA NK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
Hrs . Hughes DATE: June 22 , 1972 . 

{' 
Bela Balassa 

~-Small Scale Industry 

I endorse Mrs . Hughes ' suggestion to obtain the services of 
Mr . Walinsky to carry out a study on small scale industry . 
I will be glad to participate in writing the terms of refer ence 
for such a study . 

c .c. s Messrs . Gu l~at· , Henderson, Haq , Qureshi , 
El Dar wish 

BBelassa :mf . 

I V 



FO!!M No. 58 
( 5. 48) 

TO: 

FROM: 

SUBJECT: 

INTERNATIOl l"\L BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
H. B. Chenery 

Bela Balassa 

Paper on Regional Integration 

DATE: June 22, 1972. 

I enclose a short comment I wrote on draft; of "Board Paper on 
Regional Economic Integration" prepared by Mrs . Hughes and 
Mr . Hulley . I understand now that ther e will be no Board 
Paper on regional integration but the subject will be covered in 
the Board paper on primary producers . As I noted at a meeting on 
the latter held several weeks ago , I doubt that this would be 
an appropriate procedure . Regional integration concerns chiefly 
trade in manufactured goods rather than primary products and should 
be considered as possible avenue for regional export promotion and 
import substitution in manufacturing . 

c.c . Stern 

BBelassa :mf . 



TO: 

FROM: 

SUBJECT: 

IN ERN ATIO AL DEVELOP 
AS SOC I AT ION T I R 

INTERNATI O AL BA 'K FOR 
CONSTRUCTION A D OE 'ELOPMENT 

I ltR ATIONAL FI NA CE 
CORPOR ATION 

OFFICE MEMORANDUM 
Mr. Hayes DA TE: June 16 • 197 2 

Bela Balassa 

Board Paper on Reg ional Economic Integr a tion 

1 . I hDve read with interest the proposed draft outlin~ for 
a Board Paper on the I BRD 's Role in ~conom ic Integration among 
Developing Countries, both i n the original (?cl en Hugh,.,s) an -
the revised (John Hulley) version. Scme <.:omm 0.nts on the covering 
meno and on the draft outline follow. 

2 . In the covering memot the probl e..-:1 of <lisparitic. of economic 
levels among participating countries seems to be overemplastzed . 
,'hile this h:.1d been the major problem in East Africa, it has 
fo• nd a s0lu ttnn in the form of trai:sfer taxes . In turn, am.on'? the 
major LAFTA countries (Ar ~cntina, nrazi l , anC: Hexico), th,~ir 
unwillinp;ne-;:s to admit conp ting i:':lports and to r:o:n!Jro1'lise the r 
sovereignty li .:-.ve been the rnajor rea ::..ons f or f ailut!c. At the s:i~e 
tim~ , for re~sons mentioned in my ' Regional Inte~t3tion of Trade : 
Policies of Less Develnped Countries , " I se<o little chance of 
success for a z reements encompc1ssi g couatries loc:ited 011 riifferent 
continents ~p. 7) . This hos been trleJ s ince 1967 with prnctically 
no res•Jlt s . 

3 . As regards the draft outU.ne, I wonder if 1 t could be 
framed in n ore general t erms . One may then start out r,:j th the 
rationale for r egional integration, considered aR a facPt of 
development strategy ( see pp. 1-6 in 11:y · p,i.p•.?1:). This could be 
followed hy a di!'l cussion of the ob l:l tric_e • to integ-ation, ,.ome 
of which are indicateu on pp . 7-13 of mJ paper). 

4 . The discussion of the subjects referred to in ara 3 
c ould provi<ie the background for a hri.:•f ev.:.lm.1.tion o.F existln .. 
integration schemas . \Jhile one should discuss the llifficulties 
that hcive plao;t ed so .e of t hese sch (l111es, the clraft outline pain t s an 
overly dark picture . And , a~ain, I have stron:;1 reservations to the 
solu tion Sl'f~estec:1. in Para 9 , 

S. As to ast contributions by the Sanl Group, i.t would be 
useful to emphasise the successes and the failures , and describe 
t he reasons for the resul ts. In a t elep one conve rsation abou t 
a week ago, Mike r off~an raised the possihility of hi~ Dl.partmen~ 
writing a paper on the subject for a Conference to tie held next 
year . ! o natter who writes the paper, you might find i t useful 
to ta l k t o him , as he has some very goo<l ideas . 

• 



Mr. B.W. Wickham, 
Conference Secretary, 
University of Cambridge 
overseas Studies Conn:nittee, 
Cambridge Conference on Development, 
c/o Faculty of History (Room 12), 
West Road, Cambridge CB3 9EP 

Dear Mr. Wickham: 

June 22, 1972. 

Thank you for your letter of June 14th. I am afraid that 
there is an error in the travel form we sent you. I will leave 
Washington on Monday, 18th of September, arriving London the following 
morning and in Cambridge at noon (Tuesday, 19th). 

With best regards. 

Sincerely yours, 

Bela Belassa 



Mr. Ki•ho Kim, 
1-D, 36-08, 29th Street, 
Astoria, N.Y. 11106 

Dear Mr. Kim: 

June 22, 1972. 

The import-demand elasticity for the United States have been 
derived as indicated on page 18 of my book. Subsequently, 
elaaticities for the other countries have been calculated by 
utilizing the formula on page 190. 

Sincerely yours, 

Bela Balassa. 



June 22, 1972. 

Mr. E.I. Demetriades, 
c/o Department of Statistics & Research, 
Nicosia Cyprus. 

Dear Mr. Demetriades: 
eU?S~.f7CJ 

Please excuse the late of your letter of March 30th. I will 
answer your questions in the following: 

1) 

2) 

3) 

For consistency sake, I wauld suggest using census 
value added at factor cost in your calculations. 

Under my suggestion No.l, it should make little 
difference whether you apply the Corden or the Balassa 
method of treating non-traded goods. 

If an accounting depreciation is very much different , 
from economic depreciation, you have _ : -{-1,,uo c.,)-Lo, <-£6 · 

a) if there is a constant ratio between 
accounting economic depreciation, translate 
one into the other; 

b) if the ratio is not constant, do not make 
adjustments for depreciation. 

I enclose the '..ine and Methodology of my recent research project. 
This should be of help to you in deriving the formula. My recent 
book - 11The Structure of Prot ction in Developing Countries" is 
obtainable from the Johns Hopkins Press, Baltimore, Maryland. 

' Sincerely yours, 

Bela Balassa. 



Mr. Elie de Robien 
Director 
5, rue du docteur lancereaux, 
inter-urbis 
paria au France 

Dear Mr. de Robien: 

June 22, 1972. 

Thank you for your letter of June 13th. In the mean tt e, I have 
found apar ent through a friend. I might come to you again 
next year. 

Sincerely yours, 

Bela :Salaaea. 



Robert J. Gordon, 
Co-Editor, 
Journal of Political Economy, 
University of Chicago, 
1126 East 59th Street, 
Chicago - Illinois 60637 

Dear Professor Gordon: 

June 21, 1972. 

I enclose my comments on "Further Issues in the Proper Choice of 
Techniques for Domestic Resource Cost Ranking" by Charles Staelin. 
I suggest that you reject the paper. It provides little more than 
a rehash of some of the issues that have already been discussed 
ad nauseam. It also contains several misstatements. 

With best regards. 

Sincerely yours 

Bela Balassa 



Mr. Glen E. Wittur, 
c/o Department of Mineral Economics, 
The Pennsylvania State University, 
University Park, Pa. 16802. 

Dear Mr. Wittur: 

June 21, 1972. 

The detailed results of my CJE Paper were published by UNCTAD. 
The title is "The Structure of Protection in Industrial Countries 
and its ffects on the Exports of Processed Goods from Developing 
Countries" in The Kennedy Round: Estimated Effects on Tariff 
Barriers, Geneva, UNCTAD, 1968, pp.189-297. 

Best regards. 

Sincerely yours, 

Bela Balassa 



4' 

Robert W. Russell, 
orthern Illinois University, 

Dekalb, Illinois 60115 

Dear Mr. Russell: 

June 21, 1972. 

I will be in Paris during the month of July and can be reached 
at the address of the World Ban - 66 Avenue d'Iena, Paris 16e, 
France. 

With best regards 

Sincerely yours, 

Bela Balassa 

I 
,f 

I 



Mr. Andreas Michalakis , 
65 Kalliga Street, 
Filothei, Athens, 
Greece. 

Dear Mr. Michalakis: 

June 21, 1972. 

In reply to your letter of May 8th to Mr. Thompson, I enclose 
a copy of the Free Trade Input-Output Co-efficient used in my 
study together with the ways for each of the industries for 
which co-efficients are provided. 

May I add that one of my colleagues at the World Bank -
Mr. Papageorgiou D. has also made calculations on effective 
protection in Greece. You may wish to write to him directly 
to exchange information on the subject. 

Tith best regards. 

Sincerely yours, 

Bela Balassa 

c.c. fr. C •• Tho p on 



Johns Hopkins Press, 
Baltimore, Maryland. 

Dear Sir: 

June 21, 1972. 

My Secretary by mistake sent to you a copy of my book, "The Structure 
of Protection in Developing Countries" Please return it. 

I enclose instead a request for information concerning the book, which 
should have been sent to you. for action . 

Sincerely yours, 

Bela Balassa 



Mr. R.J. Line, 
Industrial Development Officer. 
Industrial Programming Section, 

June 21. 1972. 

United Nations Industrial Development Organization, 
Lerchenfelder Strasse 1, A-1070, 
P.O. Box 707, A-1011 
Vienna, Austria. 

Dear Mr. Line: 

Thank you for your letter of May 24th. Mrs. Hughes tells me that 
she is writing you directly concerning the requ st for assistance 
on Tariff Policy from the Government of Malaysia , and the proposed 
regional workshops. Let me add here that I was not th one who 
proposed regional workshops; my idea was rather to have a seminar on 
Industrial Incentives in Vienna. 

I appreciate you informing me of recent developments in work on 
Industrial Incentives at UNIOO. I will be happy to receive further 
papers that will be prepared on the subject. 

With personal regards. 

Sincerely yours, 

Bela Balassa. 



Mr. Hugh Latimer, 
Course Leader, 
Industrial Projects Course, 
Project Planni ng Centre for 

developing countries, 
Univers i ty of Bradford, 
Br adford, Yor kshire BD7 lDP 
ENGLAND 

Dear Hugh: 

June 20, 1972. 

I am sorry to say that we have only a few copies of wor k• ng paper 
No. 86 left. Consi dering also the mailing cost involved, I am 
afraid that I will not be able to send you the 32 copies . 

Wi th best regards. 

Sincer ely yours 

Bela Balassa 



M.F. Boyer de la Giroday, 
Dir ecteur "Affaires Monetaires11

, 

DG Affaires Economiques et Financieres 
Commission Economique 
Europeenne 
rue de la Loi, 200 
Brussells , Belgium 

Dear Frederic: 

June 19, 1972. 

I sent you some time ago the revised version of my paper on 
"Monetary Int egr at i on in the Europea Common Market " together 
with my culinary guide . I enclose now a preliminar y draft of the 
introductory part of a paper on "Structural Policies in the 
European Common Market." 

I would l i ke to emphasize the preliminary character of the paper 
as well as the fact t hat it is written in r ather s trong terms. 
I would appreciate it if I could have your cormnents on it on the 
occasion of my visi t to Brussels on July 7th. M. de Creeft is taking 
care of the arrangements for my visit. 

Hoping to see you soon, I r emain 

Sincer ely yours 

Bela Balassa 



Jack L. Lowther June 19, 1972. 

Bela Balassa 

Time Reporting System 

I miss in the time sheet a box where one can indicate the time spent 
at meetings -- which, alas, is on the increase. Also, it would be 
useful to have a separate box for the time spent in commenting on 
papers that, at least for me, is a r ather time-consuming activity . 

From the instructions, it appears that time spent on various a ctivities 
should be measured in hours. To my mi nd, days and half-days would 
suffice and one could also omit t he day-by-day accounting that is 
itself a time-consuming a ctivity . 

Bela Balassa 

c.c. Stern 



Mr. Robert Triffin, 
Master of Economics , 
Berkeley College, 
Yale University , New Haven, 
Connecticut 06520 

Dear Robert: 

Thank you for your letter of J une 9th. 

J une 19, 1972. 

I do hope t hat you will enjoy my culinary guide in Paris. Should 
you be there in the month of J uly, I will be happy i f we could try 
one of the restaur ants toget her. I can be r eached at t he addres s 
of the World Bank - 66 Avenue d'Iena Paris 16e, FRANCE, 
Tel: 720-2510. 

Hoping to see you soon, I r emain 

Sincerely your s 

Bela Balassa 



Mr. Alberto. lirschman, 
Harvard University, 
Department of Economics, 
215 Littauer Center, 
Cambridge, Massachusetts 02138 

Dear Albert: 

Thank you for your letter of June Shh. 

June 19, 1972. 

I do hope that you will enjoy my culinary guide in Paris. Should 
you be there in the month of July, I will be happy if we could try 
one of the restaurants together. I can be reached at the address 
of the World Bank - 66 Avenue d'Iena Paris 16e, FRANCE, Tel: 720-2510. 

Hoping to see you soon, I remain 

Sincerely yours 

Bela Balassa 



M.T. deCreeft, 
Chef de la division 
Direction generale "Presse et Information" 
Commission Economique 
Europeene 
rue de la Loi, 200 
BRUSSELLS, BELGIUM 

Dear Mr. Creeft: 

June 19, 1972. 

I plan to come to Brussells on July 7th to see a few people at 
the Commission. I have already written to Messrs. Molitor, Wegner, 
Froschmaier, Tavitian, and Giroday about my visit. I would also 
like to see Mr. Duesberg or, if he is not available, somebody 
else at Concurrence. I would appreciate it if you contacted these 
people and set up a schedule for the entire day. 

May I ask you to confirm the arrangements in writing to me at the 
Paris address of the World Bank, 66 Avenue d'Iena Paris 16e, FRANCE, 

Looking forward to seeing you, I remain 

Sincerely yours 

Bela Balassa 



Mr. Gerardo Bueno, 
Nacional Financiera S.A. 
Apartado Postal No.353 
Isabel la Catolica 51 
Mexico 1, DF 
MEXICO 

Dear Gerardo: 

June 19, 1972. 

It was good to see you and we look forward to seeing Mar ia Mar tha 
and yourself in Paris. The Par is addr ess of the Bank is 
66 Avenue d'Iena Paris 16e, France. Tel. 720-2510. 

I also enclose a list of Restaurants in the event tha t you go to 
Budapest . I presume that you will want to stay at the Inter-Continental 
Hotel which is by far the best. 

With best wishes for pleasant trip, I remain 

Sincerely yours 

Bela Balassa 



Mr. Stephen Marris 
Directeur Suppleant des Etudes Generales 
Depar tement des Affaires Economiques 

et Statistiques 
O.E.C.D. 
94 rue Chardon-Lagache 
Paris 16e, FRANCE 

Dear Steve: 

June 19 , 1972. 

A few weeks ago I wrote to you inquiring about the possibility 
of having an office at the OECD in the month of July . I will 
call you from my vacation near Lyon in the last week of June 
to find out if I could be assured an office. 

I enclose a preliminary draft of the introductory par t of a 
paper on "Struc tural Policies in the European Common Market': The 
paper is preliminary and it is writ t en in rather strong terms. I 
will apprecia t e having your comment s on itj_to have the oppor tunity 
to discuss with you some related issues. 

Hoping to see you soon, I remain 

Sincerely your s 

Bela Balassa 

j_and 



M. Pierre Uri, 
Institut Atlantique 
120 rue Longchamp 
Paris 16e FRANCE 

Dear Pierre: 

June 19, 1972. 

I sent you some time ago the revised version of my paper on 
"Uonetary Integration in the European Common HarkL L'1 to ether 
with y culinary guide. I enclose now a preliminary draft 
of t he in ·roductory part of a paper on ''StructU1:al olicics in 
the European Commona Market. " 

I would like to emphasize the preliminary character of the paper 
as well as the fact that it is itten in rather strong terms. 
I would appreciate it if I could have your co ents on it on the 
occasion o my stay in Paris in the month of July. 

Hoping to see you soon, I remain 

Sincerely yours 

Bela Balassa 



Professor Burton G. Malki el , 
Director of Graduate Studies, 
Princeton University, 
Department of Economics, 
Princeton, ew Jersey 08540 

Dear Professor Malkiel: 

June 19, 1972. 

I would be very happy to .serve on Mr. Broner's Committee but I am 
afraid that I am already over-committed for the next year. Why 
don't you t ry Michael Montias, Yale or Fred Pryor at Swathmore. 
Let me add here that Fred wrote his disser tation under me on 
CMEA. His book is surprisingly missing f r om Broner's list. 

With best regards. 

Sincerely yours 

Bela Balassa 



M. Franz Froschmaier 
Chef de Cabinet adjoint de M. Haferkamp 
Membre de la Commission 

Dear Franz : 

June 16, 1972 

I sent you so e time ago the revised version of my paper on 
11Monetary Integration in the European Comm.on Market" together 
with my culinary guide. I enclose now a preliminary draft 
of the introductory part of a paper on ' Structural Policies 
in the European ColIUllon Market. " 

I would like to emphasize the prel inary character of the 
paper as well as the fact that it is written in rather strong 
terms. I would appreciate it if I could have your comments on 
it on the occasion of my visit to Brussels on July 7th. M. 
de Creeft is taking care of the arrangements for my visit. 

Roping to see you soon, I remain 

Sincerely yours 

Bela Balassa 



Mr. Manfred M. Wegner 
Conseiller au Cabinet de M. 
Hembre de la Commission 

Dear Manfred : 

June 16, 1972 

ER.KAMP 

I sent you some time a o the revise version of my paper on 
11Monetary Integration in the European Col!llllon Market" to ether 
with my culinary guide. I enclose now a prel inary draft 
of the introductory part of a paper on "Structural Policies 
in the European Common tarket. " 

I would like to emphasise the preliminary character of the 
paper as well as the fact that it is written in rather stron 
terms. I would appreciate it if I could have your conunents 
on it on the occasion of my visit to Brussels on July 7th. 
Mr. de Creeft is taking care of the arrangements for my visit . 

Hoping to see you soon, I remain 

Sincerely yours 

Bela Balassa 



M. B. libard, Directeur 
Economies nationales et conjoncture 
Direction generale "Affaires Economiques 

et Financieres 

Dear Bernhard: 

June 16, 1972 

I sent yous e time ago the revised ver ion of my paper on 
"Monetary Integration in the European Common Market ' together 
with my culinary guide. I enclose now a preliminary draft 
of the introductory part of a paper on "Structural Policies 
in the European Common Market." 

I would like to emphasize the preliminary character of the 
paper as well as the fact that it is rritten in rather stuong 
terms. I would appreciate it if I could have your comments 
on it on the occasion of my visit to Brussels on July 7th. 
Mr. de Creeft is taking care of the arrangements for my visit . 

Hoping to ee you soon, I remain 

Sincerely yours 

Bela Balassa 



H. Roland Tavitian 
Directaur 
Structure et Dev loppement Econ iques 
Direction Generale II 
Affaires Economiques et Financieres 

Dear Roland · 

June 16, 1972 

I sent you some time ago the revised version of my paper on 
'Monetary Integration in the European Co on Market"1 together 

with my culinary guide. I enclose now a prel in ry draft 
of the introductory part of a paper on "Structural Policies 
in the European Conunon Market. ' 

I would like to emphasize the preliminary character of the 
paper as well as the fact that it is written in rather stron 
terms. I would appreciate it if I could have your comments 
on it on the occasion of my visit to Brussels on July 7th. 
M. de Creeft is taking care of the arrangements for my visit. 

Hoping to see you soon, I renain 

Sincerely yours 

Bela Balassa 



Mr. Arthur Karasz 
Director, European Office 
66 Avenue d'Iena 

e Pari 16, France 

Dear Arthur: 

June 16, 1972 

My plans have changed and I \lill not be in P aria 

on June 23 as indicated in my last letter to you. I will 

be th re, how ver, with th entire family on July 3. 

Looking forward to seein you, I remain 

Sincerely yours, 

Center 



TO: 

FROM : 

SUBJECT: 

IN TERNATIONAL DF.VELOPME, I INTER ATIONAL BANK FOR I 
ASSOC IAll ON RECO STRUCTION A O D VC OPMEN T 

OFFICE MEMORANDUM 

lTERNATIONAL F l ANCE 
CORPORATION 

Mr . Hayes DATE: June 16, 1972 

r 
Bela Balassa \ > 
Board Paper on Regional Economic Integration 

1. I have r ead with interest the proposed draf t outline for 
a Board Paper on the IBRD ' s Role in Economic Integration among 
Developing Countries, both in the original (Helen Hughes) and 
the r evised (John Hulley) version. Some comments on the covering 
memo and on the draft outline follow . 

2. • In the covering memo, the problem of disparities of economic 
levels among participating countries seems to be overemphasized. 
While this had been the major problem in East Africa, it has 
found a solution in the f orm of transfer taxes . In turn , among the 
major LAFTA countries (Argentina, Brazil , and Mexico), their 
unwillingness to admit competing imports and to compromise their 
sovereignty have been the major reasons for failure. At the same 
time, for reasons mentioned in my "Regional Integra tion of Trade : 
Policies of Less Developed Countries ," I see l ittle chance of 
success f or agreements encompassing countries located on different 
continents (p . 7). This has b een tried since 1967 with practically 
no results. 

3. As regards the draft outline, I wonder if it could be 
framed in more general terms . One may then start out with the 
rat ionale for regional integration, considered as a facet of 
development strategy (see pp . 1-6 in my paper). This co~ld be 
followed by a discussion of the obstacles to integrat_ion, some 
of which are indicated on pp . 7-13 of my paper. 

4. The discussion of the subjects r eferred to i~ Para 3 
could provide the background for a brief evaluation of existing 
integration schemes. While one should discuss the difficulties 
that have plagued some of these sch6nes , the draft outline paints an 
overly dark picture . And, again , I have strong reservations to the 
solution suggested in Para 9. 

5. As to past contributions by the Bank Group, it wou ld be 
useful to examine the successes and the failures, and describe 
the reasons for the results . In a telephone conversation about 
a week ago, Mike Hoffman raised the possibility of his Department 
writing a paper on the subject for a Conference to be held next 
year . No matter who writes the paper, you might find it usefu l 
to talk to him , ash has some very good ideas . 



6 . I agree with the recommendations contained in Part IV of the 
outline , with two provisos . First, the Bank could take a more active 
role in promo ting integration projects ; second , in appraising projects 
in individual countries, the possible conflicts among such projects 
and potentia l sales to regional markets should be taken into account. 

7. I will be happy to discuss with you any questions relating to 
the Board Paper if you so wish . I will be here next w~ek but will 
leave for a six-week period next Fr i day . 

cc : Hulley 
Mrs . Hughes 



Jagdish N. Bhagwati 
Editor 
Journal of International Economics 
E52-280B M. I. T. 
Cambr idge, Ma. 02139 

Dear Jagdish: 

June 16, 1972 

As I am going abroad for a six-week period, I will be unable to 
evaluat e "A'I'Testing of the Ricar dian Theor y of Comparative Advant age" 
by Agarwal, Askari and Cor son. 

Sincer ely yours 

Bela Bal assa 



obert J. Gordon 
Co-editor 
Journal of Polit ical cono~y 
Unive••"'1 of Chicago 
1126 East 59th Street 
Chica o, I linoi 60637 

Dear Mr. Gordon: 

I do not rec eni ace pting illard Long 
Analysis: The Ca e of Forei Loans'' • Th 

n dv nee vv r earli r c ntr utions. 
have to uild on th id as of roe 
JPE, January- ebru ry, 1972 hich su get 

djustments, the d e tic cost of for inn 

Jue 15, 1972 

' ' in ce a d Co t enefit 
per does not represent 
r opriate pproach would 

a-Schydlow ky in 
u in, ith ppropri te 
xch nge . 

Sincerely your, 

1 Bal ss 



Dr. Zvi Sussman 
Director, Research Department 
Bank of Israel 
Jerusal 
Israel 

Dear Dr. Sussman: 

Jun 15, 1972 

Thank you for your letters of June 6 and 7. Payments to your 
research assis.:an~s should go out in a week or two nd the travel 
office will send you and Baruch the tick bs for the Paris trip. 

I wonder if you could come on July 9th rather than the 10th. It is 
likely that I 1111 le ve Paris for a few days on th~ 12th and would 
like to have ample time for the discussions. Plese end your 
answer to the Bank 's address in Paris.(66 Avenue d'Iena, Paris, 1 e) 

Sine rely, 

Bela Balas a 
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tr. Chenery 

Bela alas a 

D vid orawetz 

J n 14, 197 

I. f iliar ~Tith or wetz's work and also 
to talk 
trained 
stay i 
fr the 
for the 

, in Bogota as well as in ashington. w 
t who has acqu1.re a practical orientation durin is 
erica. I believe tat he ou d ood cqui ition 

Bank· I rate him lightly a ov B rlinsk ho I rec ende 
Industria.liaation Division. 

2. I send in a copy of this o to H len Hu he who lso 
knows Uorai,retz. I return th p per you sent me; I a read ave t o 
copies. 

cc : Mrs. Hughe 



rs. Ruth Ridler 
Assistant Editor 
National Bureau of Economic Research, Inc. 
261 Madison Avenue, New York, New York 10016 

Dear Mrs. Ridler : 

June 12, 1972 

I have found it quite difficult to make the requested changes 
in my comments. Apart fro t e fact that the authors of a 
paper are noW sopposed to make ajor ·changes after the comments 
are presented, the new version is far fror , clear on how the 
probl in question has been handle. 

I enclose the revised p ragraph which is of approsimately equal 
in length to the old one. I hope that this will be satisfactory. 

Sincerely, 

Bela Balassa 



American Embassy 
#2 Avenue Gabriel 
75382 Par is 
CEDEX 08 France 

Dear Sir: 

June 11 , 1 72 

I would appreciate it if you could post the enclo.ed 
card. 

Si c e r l y, 

D l a Bala os~ 



1 Jos p 
Vice Pre ident 
Sc dd r 
10 ost 
:Boston, 

Dis r ut r 
c Square 

e t 0 

De:1r Hr. Jo eph: 

to a k 
on your Fr.. 
c.a d on •l i. h 
regular ba ? 

ti 

c. 

9 

June,9, 197 

Cl 

in i n 

.• .;.!..1 las a 

ed 



Mr. B. • Wickh 
Conference Seer tary 
C brid Conference on Develop ent 
c/o Faculty of History (Room 12) 
West Ro 
Cambri ge CB3 9EF 
England 

Dear r. t,icl am: 

Jun_ 9, 1972 

I enclose ny paper 11Regional In egration o Trade: o icies of 
Less Developed Countries' i the orir-i nal an on copy. I 
al o t clo e the form r 1 tin to r av 1 i two c pies. 

Sincerely , 

- ela ,alassa 



53 
New York, 

nu 
10036 

June 1972 

hlin C. 

Dear • McLaughlin: 

n . er • 
prices on 

t c k of a 
Fu d co• ld 

go I e tabl1 he h Plan S 
1 Fund . s the Fund not au e 
I 1der it l cold r eceive on t 
re ular basis. wonder ·f 

li- ddre d post on 
Loi~ !ca · d e . t of e 

Sine rely, 

ela alassa 

1 

e 
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Files 

Bela Balassa 

Regional Integr tion of Tr 

T e enclose paper on th~ above aub.1ect has een prep r ~ as 
back.ground aterial for th o erence ' Trade and Dev lopme t ' 
organized by the Oversea Studies Co ittee of the niver it 
of C bridge, England. The confere c will di C -
bri ~e fron the 19 to the 7t of Sept 1 72. 



,ir . Willi J. urray 
l ewitt Insur ce Age cy 
Trus Co pany Buil ing 
New Rav • Conn. 06510 

Dear tr. • 1· y· 

l o our t .... 
. ing conccr 

my t, 
fi 

Ju C 9, 197' 

Slncerdy, 

Bel B la a 

r 
11 



Mr. Guy Pfefferman 

Bela Belassa 

Havelock Brewster's Study of Central American Common Market 

June 7, 1972 

1. Time did not permit a thorough study of Havelock Brewster's 
study of the Central American Common Market. Nevertheless, I have been 
able to formulate a general impression of this work, My comments on the 
parts dealing with the growth effects of integration, industrial balance, 
protection, and employment follow. 

2 . While Brewster is correct in his criticism of McClelland's 
estimate of the effects of the Central American Common Market (CACM) 
on the economic growth of the region, he is yn.duly critical of Jeffrey 
nugent whose estimate based on an aggregate, production function has sound 
methodological foundation (Ch. 1, pp 1-2). Brewster's own estimates of 
the growth effects of trade creation are subject to serious criticism as 
he assumes that the resources employed in export activities -- and in 
industries which are said to expand through the workings of the "multiplier" 
-- have no alternative uses (Ch. 1, pp 3-6). Thus, the full amount of 
the well-documented increases in the exchange of consumer goods among these 
countries is incorrectly considered as a gain in national income. In turn, 
Brewster's method of estimating the economic cost of trade diversion, 
derived as the difference between domestic and import prices on trade diverted 
from foreign countries, is fine but his use of average price differences on 
all imports is objectionaile because it takes the account of disparities 
in import trends among major commodity groups that have widely divergent 
price ratios. (Ch. 1, pp 6-7). 

3. The section on industrial balance is rather weak. Firstly, 
Chenery's intercountry model can hardly be used to derive the optimal 
integration of industries (Ch. 2, pp 5-6). Secondly, the listing of 
criteria for the allocation of industries is not very helpful (Ch. 2, pp 
13-14). Finally, I see serious political problems in applying the 
consultation procedure for allocating industries (Ch. 2, p . 24); a 
better solution would be to use the price system and accord temporary 
subsidies to the lesser developed countries of the region. 

4. I find the arguments in favor of industrial protection 
exaggerated (Ch. 3, pp 7-16), and the method suggested for measuring the 
cost of protection does not make sense to me (Ch. 3, pp 12-13). In turn, 
I have no quarrel with the proposal to equate tariffs to t he differences 
between private and social costs (pp. 14-15) but this is hardly an 
operational proposition. Calculations of effective protection are interesting 
due to a disregard of quality differences between domestically produced 
and imported goods. Finally, the suggested tariff schedules (Ch. 3, pp 64-65) 
involve too much tariff escalation and dispersion to be appropriate in the 
Central American context. 



fr. Guy Pfeffe n - 2 -

5. In Chapter 6, Br ter pr vid u 
nd capit 1 int nit of in ividual industri 

th trade-off be en output nd plo nt r 1 o 
the rec ndations for usin had pric s of labor 
evaluation are ound. 

cc : Kuczynski 

Jun 7, 7 

t on the 1 bor 
calcul tion on 
int re tin 
in proj c 



Professor Dr. Antonio Pinto Ba bosa 
Gov or 
B nk f Portugal 
146 Rua oo Comercio 
Lisbon, Portu al 

Dear Profes or Pinto Barbosa: 

June 7, 1 72 

Aft r cveral ye rs, I will e retur in~ to Portugal, ti tie 
to a "vise the Secret riat of Industry on the fo ulation of 
industrial policy. I would very IDuch 11 the occasion 
to t with you again during y stay n Li~b n ; erh s I could 
invit yo for lunch or dinn~r on Jun 19, 20, or 21. 

You may w sh to contact Senor Joao Cravinho, Director of the 
r1anni1~ Cabinet int Portu ese Secretariat of Industry, 
who I have as d to arran my sche iule. ou could also 
reach me at the itz or, the d ya indic· t r.. 

eparate cover a · PY of a recent boo I am sending you under 
of mine w~ ich ; .. H:: • •~~erest to you. 

Hoping to see yo oon, I rP an 

Sincere y ours, 

B la Bal ssa 



I 
book o 

• 

Ho:r,d. to 

0 

to 
r1 
l 

r 

you soon, I r 

June 7, 197 

co or re t 
t to you. 

n, 



J 1, 197" 

r Dr. r1 

Go1r">n•'""' to C() r 00V., 0 
boo' t to you. 

Hopln to 

Sincer your 



Jun 7, 197" 

lv Lop 

r • Silva Lo es: 

, r r a eral y ra, I will be ret ortug l, this 
time to ad i se the ere r1 t of Ir.dus .formul.Ftion of 
1 ndust,r.1 l. poll cy . I would 17 the occ on 
to t with you n d y 1 map I could 
1n 1 you for lunch or 19, • 

co nhor Jo. o Cr inho, actor o 
t in t S er ri t Indu try, 
o e . You cou1 lso r ch 

d C 

o-.i~~""" you und r sep cover cop of recent 
may b of 1 t to you. 

Ho ng to you oon, I r n, 

your, 

E-el. Bal s 



Dr. Fernando Cruz 
A ci c o Indu tri 
Li bon, ort 
' 

De • Cruzt 

Jun 7, 197 

ortugu 

After 11 be returnin to I ort aal, th1 
tlm to d 1 the S er t rlat of tndustry on th formulatlon of 

dustri 1 poll oy • I would ery ch lik to h e th occ 
to t 1d. th you in durln II\Y stay in Lt.sbon; erh p I could 
invite you for l ch or dinner on Jun 1 9, , or 1 • 

You 
ttie 
whom h 

t th 

to con ct S nhor Joao Cr inho., Dlr ctor or 
net 1n the • .,rtugues S cretartat of Indu try, 

sk to an- sch dul • You could lao r ch 
tz on the d.gys indicated. 

I am ding you und r t co· r a copy of r cent 
book of no ch y b of int e t to you. 

Hoping to you soon, I 

sine ly your ., 

B a 



sor Luis M rla T ei.r to 
Chai of 

cie de nancEd.r Portugues 
que almela 30- 8 

sbon 3, Portug l 

Dear Prof sor into: 

June 7, 1 97? 

.A fter s veral ye s , I 1i,1.ll be returning to I- ortug 1, s 
time to i e the Secretariat of Industry on the ormul.a-t:4.on of 
i ndustrial oli cy. I . ou1d ery much 1i to ha the occasion 
to meet 11d. th you a n ng my stay i n Lisbon; p h p I could 
in i te you for lu.YJ.ch or dinner on Jun 1 '), 20, or 21 . 

You 'Wish to contact Senhor Jo o Cr vinho, r ector of 
the l- lannin C binet in th ortuguese Seer rl t of Indu try, 
whom I h e sked to :zTang my schedule . You could lso r ch 

e t th tz on th d ys indic ted. 

I am you under te cover copy of recent 
boo of mi t to you . 

Ho n to e you soon, Ir n, 

sine ly yours, 

la lase 



Mrs. Hughes 

Bela Balassa 

Benjamin Cohen 

June 7, 1972 

I have just had the chance to read Benjamin Cohen's "The Economic 
Impact of Foreign Investments for the Export of Manufactures: A 
Tentative Study of South Korea". It seems to be a rather primitive 
piece of work and I doubt that it would provide an appropriate 
basis for a collaborative research project on the performance of 
multinational firms in developing countries. I also wonder if he 
would be the best choice for coordinating such a project. Let 
me add that I find the topic to be of considerable interest and 
would be glad to participate in further discussions on research 
dealing with it. 

c . c. Messrs. Henderson/Stevenson/Haq 
Chenery, Stern, Adelman, Saxe 



Hendrik S. Houthakker 
P ofessor of Economic 
H rvard University 
209 Litt uer Center 
Cambridge, H sa hu ett 0213 

Dar Hon: 

June 7, l 72 

e are happy to know that you 11 be 
co e to dress ours inar. The Sept 
d te is fine with us; cla ses be in on 
It will ive t h stu ents nd us t to read your 

I i pp ecia e lavin it bout 10 d y 
s •i r. 

You mi ht at that time l t us know 
of your rrival and d p rture. 

Loo ing forward to s ein yo, Ir aln 

<1incerely yo 't's, 

Bela Balasa 



June 7, 1972 

Dear Jean: 

I forgot to ask you two questions, one relating to Common 
Market models and the other to recruiting. I would very 
much appreciate it if you couldanswer them by return mail. 

You are familiar with the work Resnick is doing. I am 
now thinking of combining the data and to estimate a 
micro-model for the Common Market as a whole. Could you 
please tell me if anybody is carrying out work on such a 
model? 

Could you please also let me have your suggestions as to 
European economists we could be interested in the DRC's 
work. We are looking for (a) development economists; 
(b) econometricians; and (c) experts on programming models. 

It was good to see you; perhaps we will also meet 
somewhere in Europe this summer. 

Sincerely, 

Bela Balassa 



Mr. Stern June 7. 1977 

B la B lassa 

Eff port Restrictions in D v lo~ed Countri son LDC Exports of 
Man 

11 Multilateral r uction i tariffs by d veloped countrie 
during the po twl r period have benefited the export of manufactur d 

ood from d ~eloping conomi a. In particular, the just-completed 
Kennedy Round tarif reductions ntail d a 30 p riod d crea in th 
averag t riff on nufactur d ood import d fr the LDCs. 

2. D pit the reductions undertaken ince orld ar II, however. 
tariff on the imports of nufactures from th LDCe r ain high on 
absolute ae ell sin relativ terms. Po t-K nnedy-round tariffs 
on the irnjort of nufactured o ds fr00t the Lt>Ca av ra 12.6 percent 
in the United St ts, 14.8 perc nt in th Unit d incd . 1 11 perc nt 
in th European Common Market, 11.7 p rcent in Japan, 11.8 p rcent in 
th developed countrie, taken tog th r. Thee figures are p roximat ly 
twice as hi has the verage of tariffs on trade in manuf ctured oo s a 

the d veloped countries th s lve hich does not exceed 6 percent. 

3. The ob erved differenc sin tariff av r es ar du t th fact 
that d veloped countries have high r tariff in p oducts of inter at 
to the LDC, such a clothing, ahoe. and proccssed food. than on 
technologically sophi ticat d products ( chinery, el ctronic, tc.) 
in which the LDCs do not have the capacity to export. Thi eans that 
the tariff structure of the dev lop d countries diecril'llinate ag inst 
products wher the LDCs hav c parativ advanta e. 

4. Another ource of discrinlination is th t, ap rt fro t chnologically 
sophisticated products, tariffs ten to ria from the raw mat rial to 
the fini h d stage. This observ tion pplies to foodstuffs, rubber nd 

ood product, textil s, nd m tal e ually well. or ex ple 1 in the 
European Corm:non Market, there is no duty on cotton import; a 10 percent 
tariff is levi don yarn and thr d. 12 percent on cotton fabrics, nd 
14 percent on clothing. To ive another example, in the U ite tlltes 
there is no duty o copra whiQ crude coconut oil i subject to a .5 
nd refin d oil to 30 percent tariff. 

5. This " escalation'' of the tarif staucture an that eff ctiv 
rates of protection, i.e. the protection of the proce sin activit 1 

re much higher than th tari fs h selv • Poet-Kennedy-round 
eff ctiv rates avera e 22.8 perc nt on imports of anufactur s by the 
developed countrie, taken together, for th LDCs. Eff ctive rates on 
thee imports are hi hr than th av ra e in th Unit tate (23.9 
percent) and lower in the EEC (16.9percent). 



Mr. Stern - 2 - Jun 7, 1972 

6. Th ination of tariffs by the dcv lop d countrie ul 
re ult in a c naid@rable incr ae in their ports of nufactur 
for th LDC. This increa■e ha been eatil:lat d t 38 pr ent, ountin 
to $1.8 billion on 1970 ports of nufacture. Incre ses would b 
much lar er if on al o boliahed quota that hav prolif ra d 1n 
recent y rs. These conclusions are stl:'ength n d if w consider that 
the threat of position of quotas tens to d prea the exporta of 
manufactur ooda fr the LDC. 

P.S. Th analyai dra s n tThe Structure of Prot ction In Industrial 
Countries and its Effects on th Proc sad Good from Dev lopin Countri " 
by Bela Bl s that app ar din The Kennedy Round - Eat:ll:lated Effects On 
Tariff arriera, a report by th Seer tary-General o UNCTAD, published 
in 1968. 

cc : rs. fiu hes 



Mr. tern 

Bela Balassa 

Effects of Import 
Manufac turer 

June 7, 1972 

eveloped Countries on LDC xports of 

I response to your m o of June St I enclose a shor t not on the 
above bj ct. I will b · .. ·., on Thursday, June s, but will be back 
on Friday in ca there are any questions . 



Dr. Joao Cr ~inho 
Ministerio da Economia 
Secretaria D Estado Da Industria 
Cabin t de Planeamento 

Dear Dr. Cravinho: 

June 7, 1972 

Thank you for your 1 tter of May 17th. My travel plans have now 
been finalized and I will arrive in Lisbon on June 20th, Tuesday, 
at 7:50 AM on TAP 311. I plan to leav on Jun 23rl, Friday 
morning and will be stying at the Ritz Hotel. 

To fully utilize the time availabl, I propose that we st rt distussions 
imm diately following my arriv 1. It ~ould be useful 6f you would 
send me your paper beforehand so that I could familiarize myself 
with the work that had been don. 

I wrote to s ~ ral people in Lisbon whom I would like tom ton 
my visit, pr ferably for lunch or dinner. They are Messr. 
Pinto Barbosa, Teix ira Pinto, Salguierro, Faria Blanc, ilva 
Lopes, and Cruz. I asked th to contact you so that conflicts in 
my schedule could be avoided. 

Looking forward to seeing you, I remain 

cc: Messrs. Benjenk 
Hartwich 
Upper 
Chenery 
Hemlerson 
GoreUlt 

Sincerely yours 

Bela Balas a 



r. Doris R. Boinst n Jun 6, 1 7 

Bel lass 

Structure of Protection book 

In ref rence to our t lephone conver ation, I nclo ea c ec rio. 0 
in p nt for 25 copies of the pap r c eJition of y tructur of 
Prot ction in D elo 1ng Cou trie book (pric of the poperb c ition 
is $4.00. l 0 ss 40% uthor' di count c s to $2.40). I v r ceived 
24 copi s to y. 



• Stern 

Dela Balassa 

The ECIEL Pro ram 

1. I agree with the Ren ral conclusions of your 

June 6, 1972 

hav only two c ents to offer. One of these r t to po 
for res r h projects, the other to financi , l ne 

and 
area 

2. You en ion loyment and income distribution as area 
ECIEL is moving into and where Bank financing of research pro ects 
my be possible. I would like to add to the list d nd and con umption 
studies ECIEL ha b en workin o for ever 1 y ars. Cont ntino L uch, 
who is carryi out tudy on the ubject at the DRC and as b n in 
contact with ECIEL, t ink th t a cooperative effort in thi could be 

o ted ·ithi lativ ly sort time. Ile will p rt cip te the EC L 
e tir. ob in Para0 uay on J ly 3 - and is pr r to ake 

racotm:1enclation on the methodolo y to be applied. I would u t that 
e as h to explore the po ibility of cc,mparativ project in th 
emand-cons ption are, ith tle provi o that ch a project ould be 

und rt.:i. ~e if w participat din v lopin the thodology. If you 
a ree, Lluch should also be ske to est li h contacts with obert 
Ferber even before the Paraguay m etin as Ferb r a doe uch of 
the ethod logical ,ork so far. 

3. As to ECIEL's financial needs, If- .. - th t the bud et i 
rather ag erate. ile the $450,0 0 figur for ECI'EL co rdination 
can be provisionally accepted as it repre ents ' 'hi torical cost , " this 
is not th for th $2 0,000 budgeted fr the individual re arch 

h f i gure for he eriod l 69-70 wa $70, 
a year and I a ot war of ny r a on it n sary to 
almost triple it. You Mayr c 11 that C d 
on this point ut got no atisfa tor nsw r ; th f 
indee. r f ct bar•aining position. If a ore realisti 
chosen, the est te of ECIEL' unfille financinl ne w 
correspondingly reduc d fr 20 ,ono to po ibly blow 1 Ti 
looks uch raor mana eabl involv ent from our 

25 - 50,000 r nge would a an i portant contribution. 

cc: Avr ovic, Kuczynski , Lluch 



Mr. Jeffrey B. Nugent 
United Nations Building 
Economic and Social Office 
P. o. Box 4656 
Beirut, Lebanon 

Dear Jeffrey: 

June 5, 1972 

Sorry for the delay in answering your letter but I have been very 
busy between dissertations at Hopkins, my own research, and work at the 
DRC. You should have received by now Mr. Arnold's letter concerning the 
acceptance of your study for publication by the Johns Hopkins Press. 
Let me repeat my earlier statement that I consider this an important book 
and it will add luster to the Hopkins lis t. 

I am sending you under separate cover a copy of my Economic Develop
ment and Integration with the request to sent it back when you are through 
with it. This is a r tber siw.,le-minded book, cont in ng five lectures I 
gave a decade ago, but it considers some of the topics you discuss in your 

tudy. Needless to say, feel free to criticise my writings; a number of 
your ideas represent an advance over what I have said. 

To answer your first point: by 11amended" Johnson I mean Johnson's 
method as amended by you on pp. 80-82. At the same time, it would be 
useful to indicate to what extent your results reflect (a) differences in 
the assumptions as regards elasticities, and (b) the introduction of 
tariff dispersion (my secretary typed "distortions" instead of dispersion. 
As you have noted, this is not the only case where she has made errors). 

Turning to the production function approach, your statistical results 
do favor the inclusion of the technological term. Not only is this highly 
significant but the t-value for the Common Market effect remains above 2 
as the technological term is added. There is also some increases in R2 
although it is not likely to be statistically significant. 

It would have been interesting to estimate trade creation and trade 
diversion from the results of Chapters IV and V but I would not suggest to 
do this if it involves undue expenses. Let me add, however, that I would 
find it in eresting to use the CACM dummy for this purpose since it should 
capture the trade effects for the period of estimation. Could this be 
done without undue cost? 



Mr. Jeffrey B. Nugent - 2 - June 5, 1972 

As to the title, it might be appropriate to give greater prominence to 
Central America. A possible choice would be: "Central American Economic 
Integration: · Emperical Study." But the choice of the title, and the 
extent of the revisions to be made, is up to you. 

Let me add here that I l ook forward to meeting you when you come to 
the DRC; it is a pity that you could not spend a longer period with us. 

Yours sincerely, 

Bela Balassa 

Enc. 
~ 



Specific Points 

p.4 My understanding is that the agreements on eliminating tariffs, 
harmonizing, the tax treatment of manufactures etc. have not been 
implemented as yet. 

p.6 Read CACM for I.ACM. 

p.11 Reference should have been to the Panamerican highway. 

pp.60-61 Yes. Seep. 108 in my Theory of Economic Integration on this point. 

p,80 It seems to me that Cooper's article is relevant as he raises the 
question whether the dispersion of tariffs affects their restrictiveness. 
This can be related to the welfare gnin question. 

pp.81-85 I cannot answer your question as to whether the learning-by-doing 
argument would make a customs union the optimal arrangement. But the 
fact remains that there ar such effects not only because of capital 
market imperfections but also because of differences in the private and 
social evaluation of risk and uncertainty (bankruptcyr). 

p.88 O.K. 

p.187 0,K. 

p.185 You are right in saying that exchange rate adjustments are needed in 
order to realize comparative advantage. But if there are no such adjust
ments you will have balance-of-payments imbalances which cannot be 
maintained. 
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• Tho Hutch on 

Bel Bal 

Colombia Study 

June 1, 1972 

1 I wish to compliment you on ork ou bav done on t he Colo bi 
tudy. I know that it has con d amount of your ti and 

what r ne to b don is 11 by ari on. Still, t validity of 
the r ult crucially d p de on th and ffort you vill spend on it 
then xt f nt a. Int 1s conn ction, I happy to re ort that Pedro 
P blo agre to your pending part of your time in th Ban prior to the 
mia ion to xico on the study. I have al o arrang d for th additional 
$1500 of r arch fund; you should et a ch c n xt w k. Th comput r 
bill will be char d gainst thi appropriation. I return the bill for 
k y uncbing tc. Thy hould be igned and addrea ed as 11 a social 
ecur~ty u her added. 

2. I co tinu to be ampling t chnique appli din 
king pric c risons. discussed it after th etiugs, it ould 

b desira le if you mad justment• in th r ult. irst of 
from data on individua you could calculat on, s y th 

ctor level th avera export in th roduction of xport 
commodi (or exportabl a). Th se r tios would, in turn b appli d to 

ti at roduction of export cotmDOditie fore ch industry of th 
input-output table from data on xporta that ar availabl in thi break-
d ti t should b d flat d by the ratio of d t to 

xport price for products ampl din th individual industries. xt, if 
you t d ff re ce e een t e v lu . of ou it th ind try and th 
value of xport :ble, you obtai th valu of production of 
"import Thi in turn ould b defl ted by th av rage. ratio of 
dome tic to import pr1c sin th i du tey. 

I hav ass o far t h t pric o aervation for xport bl 
u for i orta ar v Hable in ev ry indu try. Should you b ve 

uch obs rvations only for xportabl , price ratio for importables hould 
derived by adding th av ra margin b tw en pric r tios for importabl 

and for export le c lculate on th ten-s ctor level tot r r ratio 
observed for XPorta le. 

4. Ple e · ep in touch on tho: pro r s oft tudy. I would 
espec ally like to know how you h ve d with t pric compariao 

cc: • S ydlows·y 

/ta 



Mr. Elie de Robien 
INTERURBIS 
5, rue du Docteur Lanceraux 
Par is 17e 
France 

June 1 , 1972 

Dear Mr. de obien: ,.;O 3 

This is in reference to my letter~£ M y 17th in which I 
indicate my de ire to rent an apar . t for the month of 
July. I will be in Parls on June an would like to 
visit available apartments. Please 1 t me knov bv retur 
mail if you expe t to have a two b croom or a large one 
bedroom apar ent in the 16. or 17e Arondissem~nt. 

With best re ards, 

incerely yours, 

ela Balassa 



American Advisory Service 
c/o Herald Tribune 
Paris 

Dear Sir: 

June 1, 1972 

I would like to rent an apartment for the month of July, 
preferably in the 16e or 7e Arondissement. We have a 
two year old daughter and would like to have a two bedroom 
or a large one bedroom apartment. I will be in Paris on 
June2-z--and would like to visit available apartments. 
Please let me know by return mail if you have apartments 
corresponding to my specifications. 

With sincere regards, 

Bela Balassa 




