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FORM No. 57 
(5- 48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
TO: Files 

FROM: S. R. Cope 

DATE: August 30, 1960 

SUBJECT: D.A.G. - Second Meeting J.!!1l 5-7, 1960 

I attach copies of memoranda submitted to the ad hoc 

working group in preparation for the above meeting, by 

representatives of the following goveronents: 

Canada* 
France* 
Gemanr, 
Japan-it 
UoK•* 
u.s. 

Those marked * have attached to tbea a SUDllll8l'7 of their 

contents, prepared in the Bank. 

Attachments 

SRCope:amr 



FORM N o . 27 
( 11- 58) 

I I 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

O U T GO ING WIRE INTERNATIONAL FINANCE 
CORPORATION 

TO: 

COUNTRY: 

TEXT: 
Cable Ho,: 

INTBAFRAD 
PARIS 

FRANCE 

✓ 

DATE: AUGUST 22, 196o 

CLASS OF 
SERVI CE: NLT 

REURLET AUGUST 18 WP 2 OF AUGUST 6 NOT RECEIVED STOP PLEASE FORWARD 

COPE 

HOT TO BE TRANSMITTED 

MESSAGE AUTHORIZED BY: 

NAME S. Ro Cope 
Operations 

CLEARANCES AND COPY DISTRIBUTION: 

DEPT. SRCope :mmr 

SIGNATURE---------------------
cs1GNATURE OF IN D IVIDU•L AUTHORIZED TO APPROVE) 

For Use by Archives Division 

ORIGINAL (File Copy) 

(IMPORTANT: See back of yellow copy for guide in preparing form) Checked for Dispatch: _________ _ 
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August 18, 1960 

Mr. Andre Giraud 
Oper di 
1.00, Avenue ond Poinc re 
Paris XVI , Franc 

Dear Mr. Oirauda 

Mr. Black, who i ab ent t the pre nt timB, / 

has asked me to thank you for your letter or July 28. 

e v re inter sted to read. your idea for 

und rd lo d countri e but do not f< l th t we ar 

in position to 

ti • 

SRCope:AKamarck/mrnr 

an,y comm t on th at thia 

St.nc rely yours, 

S. R. Co 
Director of Oper tions 

op, Africa and Australasia 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D. C. 

, I -

feLEP"IIOhtE 8.ilc ■ ¥,Q,JE I, lid C A BLE AOORES s : INTBAF"AAD PARIS 

TELEPHONE K LEBE R 25 • 10 
PLEASE REPLY TO 

f AlltS 01 I ICE . 07, ll9E BE biEEE 

r XiiiG ( j r Fi PIC:E. 

PARIS OF FICE : 4, AVENUE D ' IENA 

PARIS ( 16' J - FRANCE 

August 18, 1960 

Mr . S.R. Cope 
Director of Operations - Europe, 

Africa and Australasia 
International Bank for Reconstruction 

and Development 
Washington, D.C. 

Dear Raymond: 

Many thanks for your memo of August 12 about DAG . 

I stopped in London on the way to Ireland to find 
out what Denis Rickett and Pliatsky thought of it. (As 
the Working Party finished at 1 . 20 and I had a lunch 
date at 1 . 00 I did not have time to talk to Pliatsky 
t hen.) They were very satisfied with the progress . 
According to Pliatsky the French intervention over un­
tied loans (which I have since discovered to be the 
bright idea of an individual and not part of his 
instructions) was the only worrying moment. As it 
failed I think we can forget about it . 

My reason for bringing up the Economic Reports at 
this moment was that if a bibliography is to be 
compiled it should not contain material which cannot 
be made available - at least without a cautionary note . 

The Working Party appears to intend to report to 
the October 3 meeting - or at least to be ready to do 
so . You will probably have received their draft paper 

~ (WP2 of August 6) which will, according to their ideas 
at the last meeting, be considered at the meeting on 
September 8 and then circulated ready for October 3. 

Yours ever, 

John Duncan Miller 
Special Representative in Europe 
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Mr. John Duncan Miller 

S. R. Cope 

1) 1--) ~ 

August 17, 1960 

I thought you ought to see the ttached if you have 

not alre d;r done ao. ~? /4,P.. -J I ·• 

Attachment 

SRCope:rnmr 



Mr. John Duncan Miller 

s. R. Cope 

D. A.G. 

August 12, 196o 

/4 Mr. Knapp ha asked me to rep]¥ to ;your or ndum to him 
dated July 29, 1960, which gives an interesting account of the 
working party ' s activities. 

2. I am glad to note the pro ss on credit reporting. As 
to the req~est in your paragr ph #4, do not feel that we should 
make economic report available to D.A.O. or to the D •• G. secre­
tariat, although we recognize that D.A.O. members, other than 
Portugal and the Bruss ls Community, have access to these report s, 
since they can get th through th 1r Executive Directors. 

3. Th present t k of the working party, I gather, is to pre-
pare a bibliogr phy rather than to study r ports on individual coun­
tries, am w think that the working party should accept an appraisal 
prepared by you and OEEC --:,f th scope o:f theoe reports nd their u e­
f'ulness for DAG 1 s purpos s. Isn ' t this really all that is needed? 
Our general position i that we re reluctant to see new channel 
of distribution of Bank reports set QP and, in any case, could hardly 
do so without going to the Executive Directors. 

4. Perhaps I should add that thus far the IMF gives its con-
sultation papers only to the cretari ts of OEEC and GATT, and 
then only when they deal with mem rs of those organizations and 
the executive director, concerned does not object. 

5. You will, I know, continue to keep us informed. Am I 
right in thinking that t he formal report or the working party is 
not due before early next year and that the target dat of Sep­
tember mentioned in your paragraph #4 is only an interim one? 

SRCope:mmr 

cc: Mr. J . Burke Knapp 
Mr. L. Rist 
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srs. J .B. Knapp, R. H. D th S.R. 0op 

George R. Young. 

t 8, 1960. 

S Techniques ot velop nt Lending. 

Att ch dis copy ot th DAO por, rev1 • I o 

it will co d its lf to you. co y ot thi revis has been 

to • Black. 

ORI/ls 

P.S. • Knapp. 

I thought your footnote to the Title 
ope 1ng par graph of th Introduction, 
iq)orta.nt part ot th definition or th 
will agree th tit ee to fit th re 

lone bett r s an 
ince it 1a an 
paper. I h 
ry well. 

t 



Mr. Eugene R. Black 

George R. Young 

So Techniques of Develop nt nding. 

August 8, 1960. 

Attached ia a revis of thi paper, origina~ pr par 
for the Develop nt Assistance Group, taking into account co ents 
received 1n the Bank. 

We shall nov be going forward with the printing of th 
paper, with a view to distribution 1n September. 

ORY/ls 



FORM No . 58 
( 5-48) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 

L I • 

TO: Messrs. M.L.Lejeune/L. B. Rist DATE: August 2, 1960 

FROM : 

SUBJECT: 

J.Burke Knapp/JGM 

DAG "/JVV\ 

I would be inclined to give Johnnie Miller the full set of 
our latest economic reports for inspection by the DAG Working Party. 
I don ' t think this would set a precedent for regular distribution 
of such reports in the future t o the Secretariat of DAG or the ~ ~~CO. 
9eH-. What do you think? 

Att. 
JBKnapp/jb 



INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

Dro Kamarck, 

I have inquired at the French Embassy, 
where neither II Opera Mundi II nor Mr. Giraud. 
are knowo I would, therefore, suggest a 
short reply along the following lines: 

Dear Sir: 

Thank you for your letter of July 28, 
1960 and the attached material addressed to 
Mr. Black. I was-interested to learn about 
your ideas f or assisting underdevelopped 
countrieso 

As you may know the coordination of 
the assistance to underdevelopped countries 
through DAG i s still in~ly stage of 
discussions and we are therefore not in a 
position to comment on the views expressed 
in your weekly lettero 

Yours sincerely, 

Kamarck 

JMJentgen :mp 
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TELEPHONE : 

opera Inundi 
europe 

RAPPORTS HEBDOMADAIRES SUR L'iiCONOMIE EUROPiiENNE 
TELEGRAMMES I PERAMUNCI- PARIS 

CHEQUES POSTAUX : 3235-!SO 

KLEBER 
100, Avenue Raymond Poincare 

PARIS xvi-
POINCA.RC 28-87 

Paris, le 28 juillet 1960 

Mr. Eugene BLACK 
President 
International Bank for Reconstruction 
and Development 
1818 H. Street 
Washington 25, D.Co 

Monsieur le President, 

j f 

Je vous prie de trouver ci-inclus les deux der n iers 
editoriaux publies par "Opera Mundi Europe". Nous y avons 
aborde le probleme de 1 'aide aux pays sous-developpes et 
ce faisant, il n ous semble avoir apporte notre modeste 
contribution a la solution d'un probleme qui vous preoccupe 
tout particulierement. 

Dans le premier, nous avons rappele a nos lecteurs les 
donnees fondamentales de ce probleme, et dans le second nous 
avons esquisse les lignes principales d'un plan susceptible, 
a notre sens, de lever quelques-unes des objections majeures 
formulees par les dirigeants des pays industrialises. 

Nous serions heureux si vous consentiez a nous faire 
part de vos observations : elles nous permettraient dans de 
prochains articles de completer notre schema sur certains 
points, de le perfectionner sur certains autres, voire de le 
modifier prof o ndement en fonction de vos critiques. 

Veuillez agreer, Monsieur le President, l'assurance de 
nos sentiments les plus distingues. 

Andre Giraud 

? 

SOCI ETE ANONYME " oPERA MUNOI" AU CAPITAL DE NF 105.000 • R , c. SEINE se B 13 316 - REP. PRO DUCT. N° 8644 SEINE c . A , 



L A L E T T R E D E L A S E M A I N E 

La necessite d'une aide aux pays sous-developpes est universel­
lement reconnue, mais nous sommes loin de l'elaboration d'une doctri­
ne unie en la matiere o La question est, en principe, a l'ordre du 
jour de la conference des ministres qui discutera cette semaine (les 
22 et 23 Juillet) de la transformation de l 'OECE en OECD, c 'est a 
dire en un organisme dont les Etats-Unis et le Canada seront membres 
de plein droit. Mais les ministres se borneront sans doute ace sujet 
a rendre connaissance des resultats tres eu concluants de la recente 
session a Bonn du Development Assistance Group DAG qui reunit ac­
tuellement dix pays plus la Commission de la CEE, organisme specia­
lise cree par la conference economique des pays atlantiques de Jan­
vier dernier pour l'etude permanente des modalites de l'aide aux 
pays en voie de developpement. 

La multiplicite des points de vue qui se sont manifestes a Bonn 
n'a pas facilite la cristallisation d'une philosophie commune dans 
ce domaine. Meme deux nations aussi proches dans leurs vties quanta 
1 'avenir economique de l'Europe que la France et 1 'Allemagne, ont a 
ce sujet des idees divergentes. Le gouvernement de la Republigue Fe­
derale songe avant tout a une expansion de son systeme existant de 
garantie as es exportateurs ( me tho de II HERMES 11

), tandis gue 1 a 
France, la Grande Bretaqne et les Etats Unis sont davantage preoccu­
pes par le probleme des credits a long terme et seraient en faveur 
de l'elaboration de solutions multilaterales ace sujet. Nous nous 
trouvons la, en somme, en presence de theses correspondant a des 
~aisonnements de base differents: le gouvernement _allemand semble 
etre mu surtout par des considerations commerciales, alors que les 
USA, 1 'Angleterre et la France insistent sur les aspects politigues 
du probleme sur un plan mondial et, sans negliger pour autant leurs 
lointains interets commerciaux, preferent envisager ces derniers a 
la lumiere de la poiitique generale . 

La repartition des tendances n'a pas ete la meme sur le chapi­
tre des conditions attachees a l'aide aux pays sous-developpes. 
L'Angleterre a pris nettement position en faveur de l'octroi de 
credits II with no strings attached 11

, c' est a. dire sans engagement 
par les pays beneficiaires d'utiliser les sommes obtenues pour des 
achats dans le pays preteur. L'Allemagne represente le pole oppose: 
pour elle, 1 'altruisme bien compris doit sauvegarder aussi les inte­
rets du pays qui en fait preuve; elle estime done qu ' il est normal 
que l'argent prete contribue a stimuler egalement le commerce d'ex­
portation du pays preteur. Les positions americaine et frangaise 
ont ete moins nettes ace sujet: theoriquement plus proches de la 
these britannique, elles ne peuvent guere negliger la situation con­
crete de leurs pays respectifs. Ainsi les credits accordes par le 
gouvernement frangais dans le cadre du FAC ( Fonds d'Assistance et 
de Cooperation) servent pratiquement surtout pour des achats en 
France,et on sait que les Etats Unis accordent certaines garanties 
de credit a l'exportation par 1 'Export-Import Bank et ont introduit 
1 'an dernier la clause II Buy American II pour les sommes distribuees 
par leur Development Loan Fund. Mais cette derniere mesure, dictee 
par la deterioration de la balance des paiements americaine, a ete 
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- 2 -

vivement critiquee aux USA memes comme e tant inspiree de considera­
tions trop mercantil es, allant done a 1 'encontre des buts politiques 
vises, ci l'opposition dans les pays beneficiaires se manifest@ . sur­
tout en raison du fait que l'acquisiti o n des biens d'equipement 
ou de consommation dont ces nations ont besoin est souvent plus one­
reuse dans les pays ou l es sommes accordees doivent etre obligatoi­
rement depens ees qu'ailleurs. La Banque Internationale ( BIRD ) qui, 
avant la creation du DAG , se considerait comme habilitee pour centra­
liser l'etude de l' aide aux pays sous - developpes et en cours de deve­
loppement est, de son co te, en faveur du systeme de prets non lies a 
des conditions d'achat. Dans les milieux proches de la BIRD, on cite 
par exemple l'acquisition recente par le Viet-Nam de locomotives fa­
briquees aux USA, grice a des fonds accor des p~r le Development Loan 
Fund, alors que les mem es locomotiv es auraient p L etre obtenues ail­
leurs, parait-il, a des conditions beaucoup plus avantageuses. Une 
telle fa9on de proceder peut done etre consideree comme anti-cc~ 
migue. Qu e lques jours a peine apres la reunion du DAG, charge, comme 
nous l'avons vu, d'etudier la possibilite d'une coordination interna­
tionale de 1 'aide aux pays qui en ont le plus besoin, le President 
Eisenhower vient de lancer a Washington l'idee d'un plan de soutien 
economique et social inter-americain reserve a l'hemisphere occiden­
tal . Il est d'ailleurs vraisemblable que la plus grosse part des 
charges de ce plan - qui sera definitivement so umis a la reunion des 
ministres economiques des republiques americaines le 5 septembre 
prochain = reposera sur les epaules des contribuables des USA; dans 
ce sens, il constitue done une derogation a la" mondialisation" 
de l'aide aux pays en cours de developpement, ce qui est comprehen­
sible en raison de la portee politique de cett e initiative: . le . Presi­
dent Eisenhower est press e de la mettre en route, de fa9on ace 
qu'elle engage son successeur et, comme il est peu probable que Cuba 
en profite, elle doit servir en meme temps d~Qbject lesson au peuple 
cubain, lui demontrant en quelque sorte les inconvenients du role de 
cavalier seul que le gouvernement Castro lui a assigne. 

La creation d'une voie unique entre les pays en mesure d'ex-
porter des capitaux et ceux qui doivent en importer - sous for-
med 'aide OU de credit n'etant pas pour demain, il n'est pas eton-
nant que des initiatives comme celle du President americain ne puis­
sent pas attendre jusque la. D'ou uncertain eparpillement des efforts 
allant le plus souvent au detriment de l'efficacite. Une multiplicite 
d'organismes internationaux interviennent , en ordre plus ou moins 
disperse . Ainsi la Banque Internationale, !'Association de Developpe­
ment International (IDA), l 'ONU, la Banque Europeenne d ' Investisse­
ments, le Fonds de Developpement des Pays et Territoires d'Outre-Mer 
de la CEE , ou encore des organismes nationaux comme 1 'Export-Import 
Bank et le Development Loan Fund aux USA, le FAC en France, etc .. 
Leur fagon de proc ~d er est freguemment empirigue; ils vont au plus 
presse. Quant aux organismes nationaux, ils satisfont souvent en 
premier lieu les besoins des territoires avec lesquels des liens po­
litiques unissent le pays exportateur de capitaux: c'est en obeis­
sant a des considerations de ce genre que la France, au cours de ces 
dernieres annces, a consacre a l'aide aux regions sous-developpees 
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un pourcentage beaucoup plus considerable de son revenu national 
que n'importe lequel de ses partenaires de la CEE ou que la Grande 
Bretagne ou les USA - les pays de son actuelle Communaute etant, 
bien entendu, avant tous autres les beneficiaires de ces largesses~ 
Tout reglement mondial du probleme de l'aide devra done sans doute 
tenir compte des competences et des interets particuliers des dif­
ferentes nations fournissant des capitaux, guoiqu'il soit bien en­
tendu possible qu'un groupe de nations epouse, a partir d'un cer­
tain moment, les preoccupations traditionnelles d'un de ses membre~. 
Ainsi, les rapports economiques de la France avec sa Communaute 
trouveront vraisemblablement bientot une base naturellement elargie 
au sein de la CEE; quanta la Grande Bretagne, elle a deja preco­
nise elle-meme un elargissement international de 1 'aide envers une 
partie de son Commonwealth: le Pakistan et l'Inde, considerant 
sans doute comme trop lourde la tache pour ses seules epaules. 

Malgre des donnees apparemment aussi disparates, il serait 
peut etre plus facile qu'il n'apparait a premiere vue de trouver 
un denominateur commun parmi les nations a haut developpement qui 
s'interessent ?i la question d'aide aux pays sous-developpes. Avant. 
d'aborder le fond du probleme, qu'il nous soit permis d'esquisser 
ici quelques considerations d'ordre general: 

1) 11 ya peut etre moins de contradiction entre les positions en 
faveur des prets II lies II et II non lies II qu'on ne le croit. 

2) Les partisans de la premiere these peuvent invoquer que le 
II self-interest II ne peut guere etre exclu d'un r aisonnement 
correct . en matiere economique. II Charite bien ordonnee commence 
par soi-meme 11

, traduit en langage concret, pourrait vouloir dire 
que des relati0rs economiques saines avec les autres pays ne peu­
vent se developper que si des motifs d'interet mutuel ne sont pas 
exclus,et qu'on ne cree rien de durable si ce n'est sur une base 
d 1 affaires bilaterale ou, de preference, multilaterale; toute aide 
simple - sauf a titre de palliatif dans les cas d'urgence - eta­
blissant des situations d'exception qui ne conduisent pas vers un 
assainissement permanent. Les peuples, comme les individus, n'ont 
que trop tendance a s'habituer a leurs bequilles. 

3) Mais meme si l'on negligeait ce dernier raisonnement, on doit 
constater sur le plan pratique que les plus genereux programmes 
d'aide sont insuffisants, car aucun pays ne dispose de reserves 
assez larges pour pouvoir continuer sans dommages pour sa propre 
econom1e, a remedier indefiniment et sans contre-partie a toutes 
les penuries du monde. C1 est a1ns1 que !es USA se sont cree des 
difficultes sur le plan de leur balance des paiements, sans par­
venir pour autant a mettre en route un plan d'assistance vraiment 
satisfaisant sur une echelle mondiale. 

4) Les critiques du systeme de prets II lies II lui reprochent sur­
tout 1 'aspect anti-economique provoque par !'obligation de depen­
ser les sommes avancees dans certains pays particuliers, que les 
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prix qui y prevalent pour les marchandises dont il s'agit soient 
avantageux ou non., L.'obj ection est val able mais pas insurmontable, 
Dans notre n° 29, du 9 decembre 1959, nous avons preconise une for­
mule qui pourrait etre appliquee pour des prets II lies II sans que 
les pays beneficiaires soient obliges de faire des achats anti­
economiques. Nous comptons y revenir bientot. 

5) Si 1 'on introduit, sans hypocrisie, dans le raisonn ement concer­
nant 1 'aide aux pays sous-developpes une conception 11 donnant-donnant 11 

sauvegardant ainsi le principe bien compris du II self-interest ", 
sans diminuer toutefois en quoi que ce soit l'aspect altruiste du 
plan general, on leve du meme coup l'objection formulee par certains 
pays a l'egard des preoccupations particulieres d'autres gouverne­
ments, dirigees vers certains territoires auxquels ils s'interes­
sent traditionnellement: l'inclusion de tout territoire sous-deve­
loppe dans le grand circuit des echanges du monde libre etant avan­
tageuse pour tous. 

6) Le probleme de 1 'aide aux pays sous-developpes a d epasse le 
stade du Marche Commun. La Commission de la CEE peut toutefois 
efficacement contribuer a la solution du probleme general en cher­
chant a etablir un consensus aussi large que possible clans ce do­
maine parmi les six gouvernements participants. 



L A L E T T R E D E L A S E M A I N E 

En cherchant a esquisser les contours d'une aide multilaterale 
aux pays sous-developpes, aide a fournir par l'ensemble des nations 
atlantiques, nos considerations de la semaine derniere ont mis en lu­
miere un certains nombre de premices : I) Il serait temps d'abandon­
ner le systeme de 1 1 aide sans contrepartie - sauf dans des cas excep­
tionnels ou des situations d ' urgenc e l'imposent - car on ne batit rien 
de durable a coups de subventions . Pour habituer les pays "economique­
ment faibles" aux methodes saines qui ont fait leurs preuves dans les 
nations hautement developpees, le principe du "donnant-donnant" de.,.. 
vrai t trouver, sans fausse honte, son applicat ion; II) Il faut evi ter 
decreer pour autant des situat io ns anti-economigues, obligeant les 
nations secourues a faire leurs achats dans les pays fournissant les 
credits, meme si les prix qui y sont demandes pour les biens d 1 equipe­
ment ou de consommation dont elles ont besoin sont moins avantageux 
que ceux pratiques ailleurs; III) La question de l'aide etant , a une 
epoque OU les distances se retrecissent h vue d'oeil, un probleme mon­
dial, elle ne peut etre resolue gue par l'ensemble des pays a haut de­
veloppement economigue du monde libre - en attendant qu'un dialogue de 
bonne foi devienne un jour possible ace sujet avec les pays industria­
lises du bloc "socialiste"egalement - et des groupements limites , com­
me la CEE, ne peuvent l'attaquer de front tout seuls. Toutefois, les 
Six devraient se hater d'elaborer une philosophie commune ace sujet; 
IV) Les pays qui approchent la question de l'aide en fonction de con­
siderations principalement commerciales devraient s'efforcer de tenir 
compte des interets politigues gue leurs partenaires ont traditionnel­
lement dans certaines parties du monde, surtout les USA , la Grande­
Bretagne et la France, car il serait vain de vouloir en faire abstrac­
tion quand on envisage le probleme sur un plan global. Les uns sont 
inseparables des autres, l'assainissement economique des territoires 
sous-developpes contribuant a leur assainissement politique, et ce 
dernier a son tour contribuant a rend re ces terri i"o-ire's II commercial e­
ment valables" o En elevant ainsi le debat, les preoccupations tradi­
tionnelles de certains pays deviennent les preoccupations de l'ensem­
ble du groupe, correspondant des lors aux interets economiques bien 
compris de tousles participants. 

Partant de telles premices, les lignes de raisonnement suivantes 
semblent se degager :· 1) Si l 'ensemble des nations atlantiques - avec 
la participation even~uelle du Japon - s'engageait dans une action d' 
aide concertee, elles pourraient decider d'accorder a chaque pays choi­
si pour une telle aide - a travers un organisme de distribution commun­
un plafond de credits a utiliser exclusivement dans le pays dont le 
credit emane,po u r d es achats de biens d'equipement OU de consommation. 
" I l ne serait alors plus question - disions-nous dans notre N°29 du 9 
d ecembre 1959 - de forcer la main des nations beneficiaires ·de ces p~ts 
pour l'acquisition de marchandises ne correspondant pas exactement i 
leurs besoins,ou payees trop cher, puisque ces nations pourraient cfiai...:. . 
sir d a ns un large ~ventail pour chaque achat le pays fournisseur le 
mieux place. Les pays participants, en procedant ainsi,ne desequili­
breraient pas leur balance des comptes, les montants des credits ac­
corde s par eux et ant verses a l eurs propres industri els ou agri culteUt's, 
et leur economie interieure profi terai t de la transaction.Les nations 
beneficiaires n'auraient bien entendu aucune obligation d ' utiliser l 'en­
semble des credits qui seraient a leur disposition -elles ne les em­
plo ieraient qu'autant qu' il s servirai ent effectivement a couvrir des achats 
utiles a leurs propres natianaux - et les credits nm-utilises profi teraient, apres 
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uncertain delai, a d'autres territoire s s ous- d e veloppes, a nouveau 
par le truchement de l'organism e de distribution commun". 

2) Ces credits pourraient etre a court, moyen ou long terme, se­
lon les besoins des pays et des entreprises privees qui en beneficie­
raient. Pour autant qu'ils seraient appliques aux besoins du secteur 
prive, on pourrait prendre en consideration, pour leur distribution 
et amortissement, l'utilisation d'un reseau de bangues locales - y 
compris les succursales des grandes banques etrangeres - ..9.!!.i. se char­
geraient du travail, moyennant une commission minime, et prepareraient 
l'avenir en habituant les entreprises beneficiaires a satisfaire aux 
exigences de regularite commerciale normalement imposees par les ban­
que s et en hatant ainsi l'insertion du territoire en que s tion dans le 
marche libre du credit. 

3) Il n'y a aucune raison d'envisager que les differents gouver­
nements fassent eux-me'rnes . les avances de fonds necessaires en gre­
vant leur budget normal. Il s'agit la de besoins-types pour lesquels 
le ma rche financier de chaque pays pourrait fort bien etre mis a con­
tribution, sous condition bien entendu que le risque de 1 'emprunt soit 
assume par le gouvernement. Celui-ci, de son c6te, serait re-assur~ 
sur un plan international par l'organi s me de distribution cree, c'est­
a-dire par l'ensemble des gouvernements participants, pour uncertain 
pourcentage - par exemple 80 ou 90 % - des risques assumes. Les four­
nisseurs dont les marchandises seraient commandees par les pays sous­
developpes en vertu de ce plan ne courraient aucun risque, c a r leurs 
factures seraient automatiquement reglees par leur gouvernement, comme 
1 ' e taient celles des industriels americains faisant des livraisons en 
Europe sous le regime du plan Marshall. 

4) Les nations participant au Plan devraient soutenir une politi­
gue de taux d'interet bas pour les credits accordes. Meme dans les 
pays a haut developpement economique, la theorie d'une augmentation 
des taux d'interet destinee a juguler l'inflation est sujette a caution 
et est susceptible d'etre revisee un jour; mais il est indiscutable 
que dans les pays a economie primaire, c'est la generalisation de taux 
d'interet bas qui est un facteur important de stabilisation . Tout en 
rampant deliberement avec la formule de la subvention, le cote altruis­
te du Plan se manifestera ainsi avant tout par le fait que les taux 
d'interet appliques seront nettement plus bas que ceux que les regles 
de l'offre et de la demande imposeraient pour des prets en devises 
locales tres peu consolides et a des entreprises participant a des 
circuits economiques encore labiles. C'est dans ce sens que les na­
tions atlantiques devront "huiler la machine", agir "tout comme" si 
l'assainissement des nations secourues etait deja un fait accompli -
afin d'aider a rompre le cercle vicieux qui consisterait a preter aux 
taux eleves correspondant normalement aux conditions encore instables 
du marche et retarder ainsi son assainissement en raison du caractere 
prohibitif desdits taux. Leurs propres emprunts a cet effet devraient 
done etre emis aux taux les plus bas, ce qui pourrait etre facilite 
par le fait que les transactions avec les pays secourus devant etre 
negoc.iees de preference en une monnaie unique, aussi stable que possi­
ble, s'effectueront done, vraisemblablement, en dollars . Dans ces con­
ditions, pouvant compter en principe sur le remboursement en dollars 
des dettes contractees, et ce remboursement etant par ailleurs garanti 



'" 3 -

dans des proportions importantes par une re-assurance internationale, 
on pourra done envisager que le s dif ferents gouverneme nts emetten t 
leurs emprunts de ce type av ec garantie de change ce qui devrait ac­
cro itre encore la possibilite de placer ces titres dans le public a 
un taux reduit , Ces efforts pour obtenir des capitaux importants a 
des taux bas seront d'ailleurs l ar gements stimules par une saine com­
pe tition entre les nations pret e u es : en ef fet les interets demandes 
par chacune de ces nations - pas ne cessairement identiques - seront 
bie n entendu connus dans les pay s secourus et figureront, avec les 
ca talogues chiffres d es marchandises di sp onibles, dans les calculs de 
p rix de revient comparatifs qui feront se tourner les acheteurs -
gouvernements OU firmes privees - de preference v ers les exportateurs 
de tel ou tel pays pour leurs acquisitions . 

5) L 'organisme de distribution central serait charge de coor­
donner 1 'aide technique indispensable (y compri s la diffusion des 
"know-how") pour assurer , a 1 'aide des b a nques habil i tees, la bonne 
utilisation d es credits accordes et devrait se montrer par ailleurs 
b eaucoup mains ti mide que ne l'etaient l es USA a l'epoque du Plan 
Marsh a ll , pour appuyer de tout e sa forc e l es stabilisations monetai­
res et l'accession a la convertibilit e de s devises dans lesquell es 
l es pays participants dispo s er a ient de fonds d e contrepartie. Ce n'est 
gu'en procedant ainsi d'une fa9on s yst ematigu e gu'on evi t erai t de con­
siderables blocages locaux de fonds de contrepartie, qui risqueraient 
de provoquer pour la tr esore rie du Plan des deficits necessairement 
repercutes sur les gouvernement s participants . L'utilisation locale 
des fonds de contrepartie, par example pour des achats de matieres 
premieres par les pays atlantiques int e resses, ne serai t pas une so­
lution satisfaisante, car de tels achats n e favoriseraien t nullement 
la balance des paiements des territoires en question et ne contribue­
raient done pas a l'assainissement economique d esdits territoires • . 

6) L'application d'un tel Plan par l'ens emble des pays atlanti­
ques limiterait la contribution financi ere de ch ac un d'entre eux a 
trois tetes de chapitres : a) participat io n aux frais de "formation 
technique et financiere"; b) pertes resultant de defici ts eventuels 
pour la partie des credits non-r eassuree; c) participation - si be­
soin est - au Fonds commun de reassurance. - Un e relative incertitu­
de de depart n'existerait que sur l es deux derniers points; et si les 
resultats obtenus dans ce domain e n'etaient pas satisfaisants, cela 
ralentirait inevitablement l 'e xec~ti o n du Plan; ~ais de toute 
f ag on, la contribution budgetaire des pays participants serait beau­
coup plus faible que cela est prevu dans les principaux projets mis 
en avant pour l'aide multilaterale aux pays sous-deve loppes . En outre, 
et c'est la un aspect qui n'est pas a negliger, ce Plan constituerait 
un puissant stimulant pour les industries des pays qui s'y associe­
raient. 

7) Independamment d'un grand Plan de solidarite tel que celui 
que nous venons d'exposer schematiquement , l'init ia tive privee devrait 
g a rder sa pleine liberte d'action pour s'attaquer aux m~mes probl~mes. 
Les deux courants pourraient fort utilement se completer . Signalon s a 
ce sujet les propositions suivant es faites recemment : 
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A) Xenophon Zolotas, gouverneur de la Banque d e Grece, 1 'un des 
quatre "Sages" charges de preparer les nouvelles institutions econo­
miques des pays atlantiques, pr econise la creation d'un Office inter­
national de garantie pour les credits a l'exportation, couvrant en 
echange de primes plus basses que celles qui sont appliquees actuel­
lement des risques comprenant : l'insolvabilit e de l'acheteur, les de­
cisions politiques unilaterales des pays emprunteur s , et les cas de 
force majeure, y compris les guerres, les revolution s et les catastro­
phes naturelles. Par ailleurs, ce projet comporterait une amelioration 
par rapport aux dispositions restrictives de la convention de Berne 
en matiere d'assurance-credit, c e lle-ci limitant la garantie a 75 % du 
montant emp runt e et la duree du credit a 5 ans, limit es jugees trop 
e troi t es pa r M. Zolotas. B) Formule preconisee notamment en Rep ubli­
qu e Federa le : l es pays atlantiques d ev raient perme ttr e s ur le plan 
fisc a l l'amortiss ement a 100 % des montants investis a long terme dans 
des firmes de pays sous-developp es ; un e t e ll e mes ure constituerait un 
puissant stimulant de l'esprit d'entreprise dans ce domaine. C) Un 
banquier su edois, Hans Langenskiold, vient dec r ee r en Suiss e une or­
ganisation "sans but lucratif", l e Bureau International de Coopera­
tion, destine a servir de trait d'union entre des en treprises de pays 
hautement industrialises qui seraient disposes a remplacer leur equi­
pement encore tres valable par un autre, possedant les derniers per­
fectionnements, pour transferer l'outillage rendu ainsi disponible a 
des firmes installees dans des pays en cours de developpement, ou le 
cofit de la main d'oeuvre n'impo se pas l' emploi d'un e quipement a hau­
te productivite. Ces transferts seraient general e ment accompagnes d'ai­
de technique et pourraient etre effectues soit a credit, soit a titre 
d'investissement. L'idee directrice est certaineme nt saine, car, tout 
en contribuant a l' e xtension d'une e conomie de marche, elle permet en 
meme temps d'ameliorer les conditions de productivite dans les pays 
preteurs, le s mettant ainsi a l'abri de trop fortes secousses que ri s ­
querait de leur causer la concurrence de territoires qu'ils auraient 
aides a assainir economiquement. 

Point commun de tous ces projets, du Plan d'ensemble esquisse 
sous 1. a 6. et des initiatives citees sous 7. : ils n'excedent pas 
les moyens des pays atlantiques et ne constituent pas un danger pour 
leur balance des paiements. 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 
WASHINGTON 25, D. C. 

fl I 

CABLE:Aoo,.ES S: INTBAf'RAD PARIS 

TELEPHONE KLEBER 25 • 10 
PLEASE REPLY TO 

I Ams el I IGL . o:;r, 118E BE blEEE 

FARIS (7 ) FhnrlGit 

PARIS OFFICE : 4 , AVENUE D'IENA 

PARIS (1 6' J • F RANCE 

July 29, 1960 

Mr. J. Burke Knapp 
Vice President 
International Bank for 

Reconstruction and Development 
Washington, D.C. 

Dear Burke: 

I enclose a rather gloomy account of the D.A.G. 
Working Party's deliberations. If I have concentrated 
my attention on the more unfortunate episodes and made 
explicit things which were implicit it is because I 
see real danger. 

I Will you let me know about the Economic Reports 
by cable if you can? I will have to get together with 
OEEC next week. 

I 
Could you also let me know abrut the Indian 

consortium as soon as it is settled? Many months ago 
when I surveyed my engagements for the summer (Tour de 
France, D.A.G., Gene's Nordic trip, etc.) I found only 
one period when I could get away and when I thought 
there was no danger (because of preparations for the 
Annual Meeting) of something cropping up - the first 
two weeks of September. So I rented a house in Sardinia 
for that time. It is too late to change it but I would 
like to make plans for getting back on the 11th as soon 
as I know that I have to. 

Yours ever, 

Encl. John Duncan Miller 
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.• 48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
TO: Mr. J. Burke Knapp DATE: July 29, 1960 

FROM: John Duncan Miller 
0
f151~l 

SUBJECT: D. A.G. V 

1 . The Working Party of the Development Assistance Group (set up 
by a resolution of the D.A.G. Meeting in Bonn and dated July 7, 1960 
Annex A) met in Paris on July 27 and 28 under the Chairmanship of 
Mr. Stedtfeld . Its agenda is attached as Annex Band the list of 
those attending as Annex c. 
2. What happened on Items 1-4 I do not know as the usual D.A.G. 
performance was re-enacted. I was first invited to attend at 10.30 
on the first morning . Then I was told that, as the IBRD was not a 
meml:er of D.A.G., it would be better to wait until the meeting had 
opened and it could agree officially to invite us. I was asked to 
be ready at 11.00 to go when sunnnoned by telephone. At 11.00 I 
was told very apologetically that some members felt that the IBRD 
should only be invited to attend during discussion of Items 5 and 
6 which might come up late in the afternoon or next morning . 
Discussion of Item 4 finished appe.rently at 7. 30 p.m. on the 27th 
so I was summoned for the morning of the 28th. Item 6 was then 
taken before Item 5. 
3. On various points in Item 6: 

a) It was decided that all grants and all credits exceeding 
5 years and all private capital investment which carried 
a government guarantee should be reported if over 
$1 million. Consolidations which had the effect of 
making a tota 1 credit period of more than 5 years a.re to 
be included. 

b) Mr. Cope's Form A (Report on a Specific Operation) was 
taken as a model. Of his 12 headings all were accepted 
as points that should be reported except: 

(2) Some countries did not want to report the Recipient 
Agency and the point was left for further discussion at 

the next meeting. It will probably be decided that it shall 
not be reported . 

(5) In the case of private transactions (whether credit 
guarantees or investment guarantees) only the names of the 
guaranteeing agency is to be reported. 

(8) This was left over for further discussion . I was 
asked whether the IBRD expected one country to report the 
details of another country's transactions . I replied that 
we did not but that it was important to know how the total 
cost of a project was to be met. There might be some 
credits of less than 5 years or a loan from the IBRD; 
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the country itself might be providing some of the 
funds, some might be coming out of counterpart funds; 
and in the case of international consortiums other 
countries participating could be mentioned in order 
to make reference easy. I am writing to the Chairman 
to explain this more fully. 

(10-b) Discussion got bogged down in trying to find 
out what nperiod of repayment 0 meant. (The Bern 
Union's mystical definition in which a period of 
repayment of 5 years can mean 10 years was dragged out.) 
I suggested that ''dates of paym.entst' was what was wanted 
and that appeared to be accepted. 

(10-d) Revision, refinancing or conversion at a later 
date was a,dded. 

c) It was decided that reports should be made currently 
but to whom was left for decision later - probably at 
the next D.A.G. meeting. A central office in O.E.C.D. 
seemed the most popular suggestion. 

4. Discussion of Item 5 was an almost complete muddle because 
most people seemed to think Item 2(b) of the Resolution only 
referred to the 11bibliographyu that O.E.E.C. had been asked to 
prepare with the Bank's help. In the end, with the clock at 
1.15 and nobody wanting to come back after lunch, it was left 
to the O.E.E.C., in consultation with the I.B.R.D., to see 
what it could do before September. -✓' 

I ------
It seems likely that the most useful documentation for the 

group would be our Economic Reports and perhaps the Fund's 

1 
Consultation Repo.rts. I would like to have a dee. ision as soon 
8..§._.JLO.S ble whether we can make ou:c_~~ ]!l.,ic__R~-ItQ t_~.le 
to D.A E'aclri ITa~viauaI-coun~ry represented (with the 
temporary exception of Portugal) will of course get them 
anyway but tha,t seems to me to be rather different from making 
them available to a D.A.G. Secretariat. (Some delegations -
French and Japanese particularly - gave a warning against D.A.G. 
going to the underdeveloped countries themselves for information 
which, they felt, would be an unpopular procedure.) 

5. Generally I found the attitude of the Working Party very 
disturbing. Before I had been there very long the French 
suggested that there was no need to report untied loans because 
they were unlikely to include features to which other members 
would have any objection. This idea seemed to be getting some 
support so I intervened. I said that, ~s I had not been present 
the day before, I was perhaps going ove r old ground but I would 
like to know what the Working Party believed the objectives of 
D.A.Go to be. The I.B.R.D. had understood them to be to 
increase the amount and effectiveness of the assistance given 
to underdeveloped countrieso If that was so it was just as 
important to report untied loans as any other kind of assistanceo 
If the Bank, as it hoped, received these reports they would be 
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valueless unless they included untied loans because they 
would not give the full information about the indebted­
ness of the underdeveloped countries. 

The Chairman either misunderstood me, or affected to 
misunderstand, replying that if I had been there the first 
day I would understand and that he thought everyone in the 
room realised the Bank's interest in untied loans. The 
U.K. then came to my rescue and said that they thought my 
point relevant - that untied loans affected a country's 
credit-worthiness just as rm.1ch as tied loans. And then 
Maddison (OEEC having been there from the beginning and 
suffered longer than me) put what I had in mind very 
bluntly, saying that although he had had the advantage of 
being present the day before he was as much in the dark 
as I was about what the objectives were. Was the only 
interest of the members of the group in policing each other? 

And that looks like being the question. With a few 
exceptions (notably the U .s., U .K., and Italy) the 
Working Party seemed to think that the reason for instituting 
a reporting system was to allow each country to find out what 
the others were doing and tell them to stop it. As fa.r as 
this particular meeting is concerned everything came out all 
right (e.g. untied loans are to be reported). But if 
yesterday's attitudes did not merely represent the feelings 
of officials who had not been properly briefed D.A.G. could 
be not merely useless but actively dangerous. 

cc: Mr. S.R. Cope 
Mr. L.B. Rist 
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of a Resolution 
of information o 

onn, 7 July , v 

l ossiat'lncc to 
• the 1~vL:cyine coun~ri s 

(IteM i of th A nd~) 

A- . 

1. Thu ~embers of t1 1 'lOJ: r.t A istirnce Group agret th t l.t 

is of b~nefit f ,r ~ ir work t 

Hl 

> t~Ln cottinuou surv~ 
J tht d •v lopin countrie regqrding fin~nci 1 

embracing th~ follow~n thrt1:.. olCtors: 

a) finnnc ii:i.1 dl vt. lor m .. r.t q s ist!lt,c rcndc .. red by the 

individu 1 M~~b(rR qnl by int r~aticr 1 or ~niz tions; 

b) financial dcv ·loprn nt · f.JJ....;t•1r.,...e r •cei 11ed by the 

individual devtloping ~ untri·u; 

c) agreements con~er.ing fin.n i 1 assist~nce concluded, 

to the extent th·t tt~y trc of g~n~r, l 1nt8r~st 

bec~use of their sco1e ~nd chqracter. 

2. The Members of the DAG resolve to institute a Working 
Group having qs its i ion: 

a) to as ist the s~~rlta~i-t o~ the OEEv in upfl~menting 
and compl •m ntin· th, R port submitt d by it con~erning 

the dLvelopm n q SJBt nc r nJ •red; 

b) to look into +h qu~st on of bow tht surveys covering 
th~ fin~nci 1 dcv•lopm~nt q~ 1~t~ncu r ccived by th 

individual developing countries c n b mqde ~or~ 
complete and compqr•ble, qn1 to report to th~ Fourth 

DAG Meeting on this matter; 
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c) to make propos~ls to the Fourth DAG Meeting cone rning 

continuous mutual information of Members 1n regard to 

agreements on f~n ncial assistance concluded by M mber 

Governments severally or jointly, or with th ir 
assistance, and of .g~ner l interest on account of the 

size of the ~mo nts, tbeir term or other conditions 

{interest, tie- pP, etc.). 

,. The chnir of the Working Group shall be taken by····••••· 

who will determine h pl c and t m of its meting. All 
interested Members f tbe DAG my take p rt in the 

ectiviti~s of the Vorkin Group. Representatives of 
int rnational orgAnizations rn~y be oalled upon ae 
experts. 
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DEVELOPMENT ASSISTANCE GROUP - SECOND MEETING 

Bonn, July 7, 1960 

PRESS COHl'-IDNIQUE 

The second meeting of the Development Assistance Group took place in Bonn 
on 5th - 7th July, 1960. The Federal Republic of Germany acted as host Government 
and Dr. A.H. van Scherpenberg, State Secretary of the Federal Foreign Ministry, 
took the chair. 

The meeting approved and warmly welcomed an application for membership of 
the Group made by the Netherlands, whose representatives then took part in the 
further proceedings. The membership of the Development Assistance Group is now 
as follows: 

Belgium, Canada, France, Germany, Italy, Japan, Netherlands, 
Portugal, United Kingdom, United States and the Commission 
of the European Economic Community. 

Representatives of the International Bank and the O.E.E.C. Secretariat, on 
the invitation of the Group, participated in the discussion of certain subjects 
in which their cooperation was considered to be helpful to the work of DAG. 

In accordance with the procedure adopted for these meetings, the delegation 
representing the host Government made a comprehensive statement on the policies 
and existing institutions and financial arrangements of the Federal Republic in 
the field of development assistance. They gave a detailed account of the activi­
ties of the German Reconstruction Bank (Kreditanstalt fiir Wiederaufbau) and 
arrangements for providing technical assistance. They referred to the increasing 
interest in this subject on the part of the German people and Parliament and to 
the active consideration being given by the Government to ways and means of giving 
further practical effect to this positive attitude. 

Other delegations made brief statements on recent progress and activities 
as regards their own contributions to development assistance. 

In view of the increasing requirements for financial and technical assistance 
in many developing areas of the world, the Group welcomed the statements made on 
behalf of various of the participants in the Group as regards increasing the flow 
of development assistance. They reaffirmed their objective of cooperation in 
increasing the effectiveness of bilateral development assistance. There was 
general agreement on the importance to developing countries of the forms in which 
assistance is provided. As one aspect of t his question, it was agreed, after a 
discussion on tied loans, that countries should move in the direction of providing 
assistance without tying it to their own exports to the extent it was feasible, 
having regard among other things to their balance of payments situation and the 
international payments position. It was recognized, however, that no general rules 
could at present be framed on this point. 

The Group also reaffirmed its original intention that it should not discuss 
amounts of financing for particular regions, countries or projects. 

The Group emphasized the need for fuller and more comporable data on the 
amounts and types of assistance being extended by the members and agreed on 
further studies looking toward improved reporting in this field. 

At the invitation of the Government of the United States it was agreed that 
the next meeting of the DAG should be held in Washington in autumn 1960. 
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Ret: RS-3086 

Dear Mr. Bl ck, 

ORGANIZATION FOR EURO.FEAR 
ECONOMIC CO-OPERATic»i 

COPY 

2, rue Andre-Pascal 
Paris XVIe 

20th July, 196o 

I have been instructed by the Council of the OEEC to express 
our sincere thanks for your co-operation in the preparation ot 
our report on Aid to Countri s in Course or Development which was 
also presented, in a modified form, to the D.A.G. at its ting 
in Bonn this month. 

We particularly appreciate the tact that you gave us such 
prompt and complete answers to our enquiries about th Bank' 
oper tions. The inform tion was of very great importance to 
us in preparing the chapter of our report on the now ot multi­
later 1 aid. We recognise that the preparation of s of these 
data must have caused very considerabl addition 1 work to the 
Bank. 

We shall be preparing a revised edition of our report fter 
consultation with various bodies within the OEEC, and after re­
ceiving the co nts of goverrments on the sections of the report 
which canoem them. e should be glad to have detail d comment 
f'rcn the Bank on particular points in the report \bich you feel 
may require modification. 

We shall be getting into touch with John Miller in order to 
work out with him how we shall proc ed to carry out the task that 
the D. A. O. has asked us to undert ke jointly, namely, in the 
words or Mr. Upton, 

"to compile a report on all the regular sources of in­
formation which were vailable on the now of funds 
from the capital exporting countries and international 
institutions to developing countries and territories; 
the canpilation to cover, if possible, reports prepared 
by .existing international organisations and c rtain 
countries to indicate to what extent they sho d the 
source and destination of these nows, am to make any 
pertinent conment on their completeness, reliability 
and other essential factors . " 

I understand that the Working Group, which the D.A.O. set up 
t its last meeting, will meet at th end of this month in Paris 

under the chairmanship of Mr. Stedteld of the German Foreign Office. 



We look forward to close coll boration with you in this Group, 
and will do our best to ensure that our co-operation is as fruit­
ful as possible. 

Yours sincerely, 

s/a Rene Sergent 

Rene Sergent 
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June 17, 1960 

Dear Dr. Henckel: 

I thought I ought to let you know the names 
of the World Bank representatives who will be in 
Borm for the DAG meeting from July 5 - 1. The 
group will be headed by Mr. J. Burke Knapp and, 
in addition to myself, will consist of Mr. L.B. 
Rist, Director of Economic Sta.rt, and Mr. J. D., 
Miller, the Bank1 s European Representative. 

I look forward to seeing you again and to 
the meetings themselves, the agenda should pro­
vide the opportunity for some lively discussions. 

Yours sincerely, 

S. R. Cope 
Director of Operations 

Europe, Africa and Australasia 

Dr. Hane Henckel 
Ministerialrat Direktor 
Ministry for Economic Affairs 
Bonn 
Oel1118:& 

S:t'Vope ::mmr 

cct Mr. L. B. Rist 
18 bis rue du Pare de Clagny­
Versailles 
Seine and Oise 
France 

Mr. J. D. Miller 
Paris Office 
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My dear yr 
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I very chap te your not I look r to re di 
tbe paper you ar p g for the D.A.G. eting. It I do 
not a you fore, ve sh 11 no oubt t 1n onn. 

Enolosur s 

Mr. J . D. Fay 

ours sine rely, 

ce;J .. 
• R. Cope 

Director ot Op r tions 
· ope, A:frte Austr lasia 

Deputy Director of Fcono cs nd S ti tice 
Organic tion for European onomic Co-.oper tion 
2, ru ndr - a cal 
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Dr. Hans Henckel, 
Departmental Director 
Ministry of Economy 

Mr. J . Burke Knapp, 
Vice President 
I. B. tl . D. 
Washington 25, D. C. 

Dear Mr . Knapp: 

Bonn, June 15, 1960 . 

Thank you for your letter of June 7, 1960 which I received 
only today. At present we are busy preparing for the DAG 
meeting . I am very sorry that I will not see you there . I am 
not going to take part in the meeting myself, but will be repre­
sented by Mr o vom Hofe . I have had a reservation for early July 
at a heart sanatorium for some time . On account of my health I 
should not like to postpone this cure o However, I hope to see 
you again in September at the Annual Meeting of the World Bank. 

I wish you and your wife a pleasant stay in Germany. 

Sincerely yours , 

s / Henckel 

(Translated From: Ill German BY: GA:vv) 
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DR . HAN§ HENCKEL 
BONN , den 15 0 Juni 1960 

MINISTJEHIALOIREKTOH 

Il\I DUNDESVVIRTSCHAFTSMINISTERIUM 

r:::r p Jo Burke Knapp 
Vic e Pres ident 
Intcrna tional Bc.nl:: fo r =-~eco;lS truktion 
and :;)ev elopr.1ent 

'J2shington 25 , D. C. 

Sehr geehrter Herr 1:napp ! 

TRANS t . \ 1 (. · 
.. . •. 

JUN2 -r 196, 

Haben S i e hcr zl ichen .J8.nk fur Ihr Sc:ire i ben v om 7 . Juni 1960, 

das i ch crs t heut e er h iel t. 1ilir sind hier zur Zei t eifrig 

mi t de r Vorberei tung der :JAG--Tagung beschiiftigt . Ich bedaure 

nber sehr, dnf.l i cn Sie wlihrend dies er Tagung nicht sehen v.rerde o 

Ich werde an der ~agung selbst nicht toilnehoen , aon~ern mi ch 

durch Herrn vo□ ilofe vortreten lasaen. Ich hatte schon se it 

langerer Zei t fiir Anfang JiJ.li einen Platz i n einem Herz- Sana to­

ri um belegt o :Di esen u ecen meiner Gesundheit notv.'endie;en Kurauf­

enthal t rnBchte ich nicht verscbieben. I c~ hoffe aber sehr, dnB 

wir uns i rn Septer.i.ber auf c1er J nhresto.cung de r '.,el tbank wieder­

s e:1en ·Herd en . 

Ich wiinsche Ihnen und Ilirer Ga ttin c inen ane;enel.ll:,en ~rnfent lw l t 
in Tieutsc~land und verbleibe 

GriiBen 

ergebe:'.le r 
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TO: Files 

/ I 

INTERNATI ONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
DATE: June 14, l96o 

FROM: J. Burke Knapp 

SUBJECT: Develapment Lendilli 

At the Board Meeting on~ 31 Mr. Nehru said that he was concerned 
about some of the aspects of the paper which had been prepared by the 
staff of the Bank for submission to the Development Assistance Group 
on the subject of 11Some Principles of Development Lending." Mr. Nehru. 
did not elaborate his views at that time, but in accordance with a re­
quest which I made to him subsequently, he has sent me tbe attached 
paper to express his ideas on the subject, mald.ng clear that this is 
a rough draft somewhat hast~ prepared. Mr. Nehru has since left town 
but I understand that his office has circulated copies of this paper to 
at least some of our Executive Directors. 

Mr. Nehl"ll's paper does not explici~ criticize any of the obser­
vations or views expressed in the Bank paper. However, it does express 
a rather different point of view. 

In the ti.rat place, Mr. Nehru's paper is addressed to a somewhat 
different subject, namely, how to administer a massive assistance pro­
gram primari~ on a grant-in-aid basis, to a country with a highly or­
ganized development program and great "absorptive capacity." The Bank . 
paper, on the other hand, was focused primari.zy upon normal Bank opera­
tions emphasizing the project approach and the limitations of credit­
worthiness. 

Mr. Nehru begins with some declarations regardi:ng the obligations 
of the creditor countries "to forego a part of the increase in their 
annual conswnption for the sake of the developing world" and says that 
once they reach this policy decision they ougb t to develop institutions 
designed to accomplish a transfer of resources to the undeveloped world 
on the order of 1% 0£ their PNf. or some 9 billion animally. 

He then argues that this requires major inter-governmental trans­
actions, that the project approach is wholly inadequate for operations 
on this scale and that the correct method is to treat the entire develop­
ment program of the country as the objective of financing and to defer 
repayment of aid (at least on any net basis) witil the country has 
reached a stage of self-sustaining economic growth. The final aim of 
development assistance, according to Mr. Nehru,-shou1d be to achieve 
"the point at which the internal rate of saving enables development to 
proceed at a politic~ acceptable rate, internal resources thereafter 
being supplemented by external resources purely on a connnercial basis, 
e.g., private foreign investment.• 

It should be added that Mr. Nehru ~s down very stiff conditions 
to be satisfied by the developing country. He says that such a country 
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11must demonstrate to the outside world before it can legitimately ask 
for external assistance: 

{i) that it has ma.de every effort to raise all the re­
sources that it possibly can from within the coun­
try, e.g., that its taxes are as high as the country 
will stand; 

(ii) that it has taken steps to ensure that as much of 
the foreign finance that it needs comes from the pri­
vate investor; 

{iii) that its own capital is not permitted to escape abroad; 
and 

{iv) above all, that its investment program is based on 
economic priorities and not on prestige and other 
non-economic criteria." 

He calls upon the undeveloped countries for a "measure of sacrifice which 
shou.ld fall just short of the point of' collapse of the social system. 11 

And he advocates 11an annual review of performance by the providers of 
development assistance, acting not by bilateral .but through international 
institutions." "That this can be done without creating too mu.ch friction 
has been shown by the Annual. Missions of the International Monetary Fund 
and the International Bank." 

Comments 

All of this bears little relatio:n to the more or less technical 
paper which the Banlc has prepared for the . DAG meeting, al.though it is, 
of course, a statement of views which are very relevant to the DAG pro­
ceedings. The main dit£iculty which I have with it, aside from a few 
points, is that it generalizes far too much about the proper approach to 
the undeveloped countries, 'l!he case .of India is almost unique. Very few 
if any other undeveloped countries are in a position to present develop­
ment programs for financing a1ong the lines that Mr. Nehru's paper sug­
gests as the model. Indeed, very few undeveloped countries could really 
satisfy the basic requirements that Mr. Nehru lays down for eligibility 
for development assistance. 

cc: Messrs. Black, Iliff 
Aldewereld 
Cavanaugh 
Demuth 
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Principles for the grant of foreign 
assistance for economic development. 

Foreign assistance for economic development is of two kinds -
(a) technical and (b) capital. This note deals only with the latter. 

OBJECTIVE 

There must be a definite objective towards which economic assistance 
should be directed; to pick up odd projects here and there, no matter 
how large or beneficial they may be, is to tinker with the problem. 

The objective should be to give to each developinp, country the 
assistance it needs, whether technical or capital, in oroer that it 
should get to the point, as rapidly as possible, at which it can 
then stand on its own legs, or in other words, to the point at which 
the internal rate of saving enables development to proceed at a 
politically acceptable rate, internal resources thereafter being 
supplemented by external resources purely on a commercial basis, e.g. 
private foreign investment. 

Conditions in the under-developed countries vary considerably. 
Some have so little technical know-how (including managerial, 
administrative and organisational know-how) as to make capital 
assistance almost futile. Others have got to the point at which 
they have all the essentials of growth but are lacking in capital. 
Between these two extremes lie most of the countries in the under­
developed world; they require both kinds of assistance but in varying 
proportions. 

PLANNING FOR ECONOMIC ASSISTANCE 

The first step is to get a clear picture of how, over the long­
term, resources should be invested in order to get the country to the 
take-off point, where exactly in each particular case the shortage 
of resources lies and how it can best be met . In other words, there 
has to be a long-term programme for economic development which need not 
necessarily, however, go into great detail but which must be 
able to satisfy the outside world that the resources (whether in man­
power or in money ) it is being asked to provide, will be used for the 
highest developmental priorities and will not be frittered away. 

Some countries are sophisticated enough to be able to draw up 
developmental plans of this kind themselves; most countries are, 
however, not so well-placed. The first action required to be taken 
in the case of the latter is, therefore, the drawing of a developmental 
programme with the help of an outside authority which must be inter ­
national and which can perhaps be the International Bank. 

In the case of countries which are capable of drawing up plans 
of this kind or by whom plans have already been drawn up, it is 

still ... 
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still necessary that the prospective lenders should be satisfied that 
what the country proposes to do is sensible. As each individual 
creditor country has neither the personnel nor the technical ability 
to examine these developmental plans, this function should again be 
assigned to an international authority, preferably the International 
Bank. 

Such an examination should give a not-too-indefinite picture of 
how long the country concerned wi ll need foreign aid and in ¼hich 
sectors it will need it. It wil l also give a f8irly clear picture 
to the country conce~ned as to what ac t ion it is required itself to 
take and what sacrifices that action will entail. 

QUANTUM OF EXTERNAL ASSISTANCE 

If the capital needs for external assistance of the developing 
world are thus realistically assessed, the figure that is likely to 
emerge is substantial but very manageable. The gross national product 
of the industrialised countries is about$ 900 billion per annum. The 
annual increase in the gross national product is about$ 36 billion. 
It is most unlikely that the annual sums which can be absorbed by 
the developing world, i f the latter were to mobilise its own resources 
to the full, would be more than 1% of the gross national product of 
the developed world or 25% of the annual increase in their income. In 
fact, i t is likely to be considera½ly less. 

SOURCES OF EXTERNAL FINANCE 

The basic deci sion which the developed countries must take - and 
it is much too lat e in the day either for them or for the developing 
countries to c ar,1oufl age this issue any longer - is whether or not 
they are willing to forego a part of the increase in their annual 
consumpt ion for the sake of t he developing world. The moral, political 
and commercial reasons wh ich make such a decision desirable are well­
known; but the de ci s ion must be taken in principle before the 
techniquSs fci the transference of capital are discussed. In other 
words, if the decision is taken, the st andard excuses that the budget 
is unbalanced, that the balance of payments is adverse and that 
there is no money in the capital mar ket , lose all their validity. If 
nations are determined tha t the capital must be trnnsferred, then new 
institutions must be created or old institutions so worked as to 
cause this transfe;:- to t::ike place; otherwise, the position arises 
that the und er-developed world is dependent on the accidental conjunc­
tion of a surplus budget, of a surplus in the balance of payments and 
excess liquidity in the money market for obt ai ning the funds it needs. 

The wea lth that is transferred from the rich countries to the 
poor countries can belong either to (i) the investor or (ii) the 
tax-payer. It is desirable that the compulsion requirecl in the lntter 
category of transfer should be kept to the minimum possible. This 
requires action not only on behalf of the under-developed countries 
as is generally supposed but also by the developed countries for it 

is .•. 
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is clear now beyond the shadow of a doubt that no matter what the 
latter may do, private capital, without public guidance (with the 
unique exception of oil) will flow almost wholly f~om one developed 
country to another instead of from the developed countries to the 
under-developed. The reasons for this are that the former offer 
greater safety and security and familiarity with conditions than the 
latter and the profit differential (if any) is not hi gh enough to 
counteract these advantages, in an age in which venture has disapnearec! 
from "venture capital" because of the change in t he character of its 
ownership. Investment in a sky-scraper in New York attracts capital 
from London; investment in a power house in Kathmandu would not, 
though the social need for the latter is infinitely greater than for 
the former. 

In order to reduce the disadvantages which the under-developed 
world has by its nature in the attraction of direct foreivn invest­
ment, the developed wor:d can do three things. It can 

(i) guarantee compensation in the event of its 
expropriation; 

(ii) guarantee convertibility of profits, dividends 
and of capital, if capital has to be repatriated; and 

(iii) enter into double-taxation agreements which will 
ensure that any tax incentives given by the receiving 
countries will not be frustrated by action on the part of 
the tax authorities of the country of origin of the 
investor. 

The model for action on (i) and (ii) above is that adopted by 
the United States in its ICA programmes. (The orir,inal model of 
requiring recipient countries to enter into elaborate treaty arranr.e­
ments binding themselves to be of good behaviour will not work.) 
These ensure to the investor that in the event of expropriation or 
lack of convertibility, he will get his money from a U.S. Government 
agency, with the U.S. Government left to press its claims with the 
government of the country concerned. The model for (iii) is the 
Double Taxation Treaty between the U.S.A. anct India (now before the 
Senate of the United States for ratification) Even if all this is 
done, the fact remains that not more than a very small proportion of 
the funds available for private investTPent abroad will ever go to 
the developing countries and the total an1ounts wil l be much sTPaller 
than the minimum required for the purpose. It is only after a coun+ry 
has reached the point of take-off (and as a consequence of the 
resultant stability and confidence in its competence) that these 
funds will begin to flow in any appreciable measure. 

The second source of investors' money is the capital market. 
No undec-developed country can at present float a public issue 
basically because of the lack of confidence of pros,ective investors 
in its ability to fulfil its obligations, due part~y to a lack of 
knowledge of its conditions but largely because of the poverty of the 
countries seeking to take on these obligations. No developing 

country . .. 
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country can hope to use this source of funds (which throws no burden 
on the tax-payer) unless the country in which t he borrowing takes 
place assumes the risk of the borrowing country clefaultinr- on its 
obligations as a result, of lack of foreign exchange. In other words, 
to make use of this source of finance, it will be necessgry for the 
government of the lending country to guarantee convertibility. This 
means a contingent liability on the tax-payer which is, however, better 
from the point of view of governments than having to r aise taxes 
immed;iately . A programme of this kind could result in large transfers 
of capital without b~rden on the tax-payer; but it will have to be used 
with care and governments will have to be prepared for the contingency 
of a default if one arose. 

PUBLIC ASSISTANCE 

This has three forms -

(1) Direct loans by one Government to another; 

(2) Loans by the Central Bank to Governments or 
other Central Banks; and 

(3) Loans through international institutions. 

From the point of view of the under-developed count ries it does 
not make much difference which of these three particular techniques 
is adopted. Techniques (1) and (3) ha ve been adopted with varyinf 
measures of success but technique (2) is available f or those govern­
ments who plead po ver ty while the Central Bank has vast accumulations 
of gold and foreign securities . The finance provided by the under­
developed world of the British Empire to the United Kingdom during 
World War II was wholly on this basis. 

What is much more important from the point of view of the under­
developed world are the terms and conditions on which the money is 
made available to them and here a great deal of confusion has been 
caused by applying the crite r ia suitable for internal financing to 
international lending. Loans from a lending institution to a 
producing concer~ are usually linked to the period of amortisation 
of the project for which the loan is made. In the case of international 
lending, this criterion has no sip:nificance whats oever for the debt has 
to be paid not from the earnings of the project financed but the earnings 
of the entire economy. To say, therefore, that a loan for the purchase 
of trucks should be repa i d in three years and for the purchase of a 
power house in 15 years thour,h wholly meaningful in terms of intra­
national lending becomes completely meaningless in terms of international 
lending . Neither the truck debt nor the power house debt will be 
paid from the earnings of th e trucks or the power house; both will 
be paid from the exports of the economy which bear only an indirect 
relation to the transport of goods or the generation of power. In 
this context, the rules of the Berne Union and the efforts of national 
export promotion organisations whicJ, tempt foreign purchases with 
the use of the word "credit'' are not only meaninrless but positively 

harmful ... 
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harmful becaus e in so far as foreign countrie s fall prey to the t empt ation, 
they eat into their credi tworthine ss a t a very rapid rate . 

The proper way to approach this probl em is to r egar d each individual 
country .J.S a Pil.OJECT of which individual projec ts power houses, trucks and 
the rest are merely component parts . What has to be as sessed is, therefore, 
at what point of time the ffiOJLCT, i. e . the country, will breakeven and at 
what r a te thereaf t er it will make a profit. Till t ,1e breakeven point is 
reached, t here can be no net repayment of debt. This does not mean that 
there should be no r epayment of debt prior to the breakeven point but this 
can only happen if other loans are in the mean time forthcoming in a 
manner which enables them to be utilised for the repayment of existing 
obligations, i . e . if they are .llhde avail able in the form of free money. 

The most important point in regard to financing under-developed 
countries is, tr1erefore, the period for which money is l ent to them. Those 
countrie s which are nearer the t ake - off point should be able to begin · 
to repay earlier than those which are much farther removed from this point. 
But while the latter category do not require l arge sums of money, the 
former do and if all the mo 11ey thc1 t is necessary to help these countries 
to achieve the point of take - off is made availabl e t o them, the indebtedness 
will be so grea t that a very long period of t ime will be required to 
discharge it. Consequently, there are three alterna tive methods of 
handling th is s i tua ti on . One is to make loct ns repayable in i' oreign 
currency over a period of 40 to 50 yea rs; the other is to 111.::ike them 
repayable in local currency, the conversion, if any, being subject to 
negotiation at such time as the country concerned begins to throw up a 
surplus in the balance of payments aft er making provis i on for the mainte­
nance of the economy and its development at a sati sfactory r,.tt.;; the 
t hird is to make grants instead of loans and this , if the Fc.rliaments of 
both the developed and under- developed coun 0ries are sophisticated 
encough to take it, is probably the best method of approach . Genuine 
long- term loans as above defined or loans repayable in local currency 
come very near grants; but till such ti.me as the concept of large - scale 
grants becomes generally acceptable, these devices can be used with 
advantage . 

If the device of loans repayable in local c~t rrency is used, it 
must be clearly understood that the only sensible use t o which counter­
part funds c an be; put is for them to be made to vanish through some 
respect able process. Why this is the only use f or them does not need 
to be laboured; but the G,rievous error that counterpart f 1rnr s represent 
real resources which are c~pable of use for economic development is un­
fortunately so ~Qdely held in political as well as administrative circles 
that it creates a constant source of friction and irritation wlich is 
capabl e of breeding major political misunderstanding . Education on the 
true nature of count erpart funds is , therefore, highly necessary. 

THE PROJECT APPROACH 

The fashion set by the International Bank, that they would l end money 
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only for identifiable isolatable projects which normally 
themselves give an economic r eturn has been followed by the 
USSR and then by the U.0 . Government and threatens to become the 
fashion among other lending countries as a result of the high 
prestige in which the International Bank is held . As long as 
t he re was no clear philosophy of the objectives of f orei gn aid 
and when countries did not have well - worked out programme s of 
economic development, the test which the International Bank 
applied, wh i ch was designed basically to ensure that the money made 
available was in fact spent for economic development, was as good a 
test as could have been devised. But if 1-t is agreed that the 
PROJECT is the country and the country ha s a regular developmental 
programme accepted by the l ending countries as generally satisfac­
tory , the project approach becomes a limiting factor in the use of 
funds and does not ensure that tj1ey are used to the best advantage . 
When the project approach is coupled wi._ th financing tied to purchases 
in particula r countries, the use of resources becomes demons tra bly une 
uneconomic because, even in markets otherwise competitive, higher 
prices have somet~ne s to be paid for parts of equipment which can 
be more cheaply bought elsevyhere, 1tlhen, however, the l ending country 
is a high cost country, the effect is to divert funds meant for 
foreign economic development to a subsidy for native industry . 

Another and additional hindrance to the effective us of funds 
is the ideological conditions that are sometimes attached to project 
l ending , namely, that if i t is for industr ial activity, that ac tivity 
must be in the private sector. There is no economic justification 
for this at all . On the contrary, as in most under - developed 
countries the alternative is not be tween the private and public sectors 
but between the State crea ting an industry and the industry not being 
created at all > the effect of such limitation is to deny economic 
development . If the objective is to bring pre..,,::ure on under -developed 
countries to change the pattern of the:ir thou ght, that objective is 
hardly likely to be achieved particularly in democratic countries, 
because of the natural resentment aga j.nst the adoption of policies 
under pressure from outside authorities" Refusal to fina1 ce a 
project because it may be inef ficiently managed or uneconomic, is 
understandable; refusal to financ e it because of ideological 
objections to certain kinds of owne rship is neither economically 
justifiable nor politically wise . 

THE PROGRliJ.1II·IE APPROACH: 

The correct approach, at l eas t for countries which have a well ­
worked out progra .1m1e for economic development - and it bas been 
argued that unless there is such a progr amme major capital aid can 
hardly be required - is tha t of financ ing the requirements of t he 
prograrnme in such a manner thd t eno ugh fl exibility is l eft to the 
country being aided to make it possible or i t to squeeze the maximum 
economic benefit from the funds tj1at are made availabl e to it . This 
r equires first the commitment of funds over a long p uriod of time 
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or at l east the as suranc e to the country conc , .. ffned that the funds 
needed for the fulfilment of the agr eed programme will be made 
available u. S and when r equired up to the amounts agreed . Secondly, 
while the project approa ch need not be ruled out prov ided th~t global 
purchd ses c1.re pe rmitted, a substantiu.l sum of money must be made 
avaiL.1.ble for purchcises of devl:l opment c1l goods (which may sometimes 
not conform to the usua l definition of cap ital goods) which the 
borrowin~ country may use with full flexibility, it be ing unders tood, 
of course , tha t it will be used fo r purposes wi.. thin the programme . 

THE NECHANI SM OF CONTROL 

End-use supe rvis ion of J. project ensur e s t i10. t the money ha s been 
spent for the purpose it has been borrowed. If the approa ch is changed 
to the finilllcing of a prograrnme for economic development , what mechanism 
Cdn b e devised to er.isure t lk t the money ha s been actually us ed for the 
purpose of the pro gr amme ? As the country conc er ned will have much 
great er flexibility in the us e of its r esourc es , it will a t the same 
t ime be able, if it is so minded or if its administra t i on is inefficient, 
to wa ste it . The answer to this lies in an annual r eview of pe rformdnce 
by the country conc erned. This i s a much more delicate and difficult 
task than end - use supervision of a project. i t is delicate be ca use 
sover e i gn nations do not like to have their accounts examined by 
outsiders; it is difficult because programmes , if they are sensibly 
administered, must under go much gr eat er change s ev en during the course 
of 12 months , thi.J.n proj ects . It follmJs that t he agency for satisfying 
the outside world tha t the money b e ing l ent is us ed for the purposes for 
which it was r epre sen ted tha t it was wanted, mus t be an internd t i onal 
agency; it follows dlso t hat t lle individuals as signed to the t ask must 
be of gr e<.1 t understanding and t act. Tha t t his can be done without 
creating too much friction ha s been shown by the annual missions of 
the International M0 neta ry Fund and the Interna tional Bmk. This would 
become even more acceptable to the under-developed count ries if the 
plicy decisions of these institutions could be demonstra ted to be truly 
interna tional in the sense of be ing influenc ed equally by the thinking 
of the under-develope d and the developed parts of the world. 

THL OBLIG .. TIONS OF '1'H1 BORRO\./lNG COUNTRILS 

The borrowing country must demonstra te to the outside world 
before it can l egitinw.tely ask for externdl assistance -

(i) tha t it has made every effort to r a ise all the 
reso , rces tha t it possibly can from within the 
country, e . g . t ba t its taxes are a s high as the 
country will stand; 

(ii) tha t it has taken steps to ensure tha t a s much 
of t he f or e i gn finance that it needs co:,1es fro:n 
the priva t e invest or ; 

(iii) tha t its own capital is not permitted to escap e 
abroad; and 
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(iv) above ..:111, thc1. t its inves t ment progr a,1une is ba sed 
on economic priorities and not on prestige and 
other non-economic criteria . 

Every dollar t h~ t an under-developed country raises from its 
own resources represents a sacrifice in humc1.n terms infinitely greater 
than the dolla r made availabJe to it by the developed world. If an 
equality of sacrifice were to be a imed at, practically t he entire 
burden of developing that pa.rt of the world which is not ye t developed 
would be thrown on the riche:.: countries, There is, however, no 
question of an equality of sacrifice both bec,.J,use such a concept is 
impracticable but even more importantly because such a concep t would 
destroy the greatest asset required for economic o:c· any other 
development, n.1mely, s elf - confidence a nd self-respect . Furthermore , 
too much money being as ev i l as too little , it is desirabl e tha t the 
under-developed countries should a ttain their economic independence 
through a measure of suc rifice which should fall jus t short of the 
point of a collapse of the social s ystem. If economj_c inc.1.ependence 
is attained at this cost; it will , ljjrn political independenc e , hav e 
a much greater chance of b eing cherished andp,'Bs er ved than otherwise. 

It is imposs ible to say in quanti~ntive t e rms what fraction of 
the cos t of any developmental progrc1Jmne should be borne by the country 
conc erned. This will natura lly depend on a va.riety of f actors, of 
which t he mos t important will be t he per capita income , the lower the 
i ncome the l ess ne cessarily being the burden the countr y can bear. 
Gener ally spe aking , however , countries wi+,h sir,1ila r per :;aF'l.t a incomes 
should be expected to beai· simiL . .1.r proportion of :~heir developmenta.l 
costs. 

SUl1HJJ1Y : 

To swnmarise, t he theory an d practice of e conomic a.id tha t might 
with advantage be d eveloped by t he wo rld is soirewhat a s follows : -

(i) Each under--developed country should he looked upon as a 
project. 

(ii) The objective for each should be to bring i t to the point 
at which its furthe r economic development can take plac e f rom its 
own r esources . 

(ii i) A proje ct report should be prepared fo r eac h country -
either by the count:;,·y itself or with the a i d of an international agency; 
the r esults will vary and will indicate varying requirements of t e c h-­
nical a nd capital assistance for varying pe:-c- iods of tinte . 

(iv) The developed count ries must decide as a mat ter of principl e 
to l ay aside 1 per cent of the ir national income (as a basic r ate ) , 
fo r the benefit of the under-developed c ountries , L eo they mus t 
ensure that C q) ital flows out at this rate to the under-developed 
world, whether through private or government al channels . 
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(v) There should be varia tions from the basic rate of 1 per 
cent in either direction based on variat ions in the per ccp i ta 
income of the dev~loped countries . 

(vi) The capit al may flow both through bilateral agreements and 
through international agencies. 

(vii) This outflow of c ,::p ital mus t be sharply distinguished from 
activities of export promotion and surplus disposal which should be 
excluded from co ,,puta -Lion of the 1 per c ent . Private investment, 
whether direct or thr Jugh the capital 1ndrkets , should not, however be 
so excluded because though it results in a r e turn to the lending 
country which might sometimes be subs t antial, it does, when it flows 
out, reduce the rate of growth of consumption 1,rithin the ccp ital 
exporting country ., 

(viii) The programme for aid for under-developed countries should 
be on a continuing basis without rega rd to the vissisitudes of budgets 
or balanc e of payments or capital markets. 

(ix) The a i d should be made availabl e on t he baa is of either 
(i) gra nts, (2) loans for 50 years c1 t a non- commercial r a. te of 
interest, or (3) loc.tns repayable in local currency . In the case of 
the last, it should be ensured th,,. t counterpart funds are sterilised" 

(x) The borrowing country must ensure (a ) that it is raising as 
muc11 resources requir ed as it possibly can; (b) that its progra'11!Tle of 
economic development makes sense to the lending countries whose agent 
for this purpose must be an international organisation end (c) that 
it is taking all possible measures to attract priva te investment. 

(xi) The aid made available should be on a· united basis; 
foreign aid should not be made an instr ument for the subsidization 
of high cost home industry. 

(xii) 1 . .Jhile ill me aid may be on a project basL s, a substantial 
part of it should be on the basis of progranmes so a s to permit of 
its most economic us e. 

(xiii) The borrowing countries mus t assure the l ending countries 
tha t the aid being given is used for the purpose for which it was 

mean~ and that the other conditions of the progr~nme , e . g. the 
raising of local resources, are being fully met. 

(xiv) This assuraDce can be given through reviews by the Inter­
national Bank and the International Monetary Fund. 

(xv) Action is urgent and should not be held up till a world­
wide survey of all the countries of the world has been made. 



June 14, 1960 

Dear Mr. ligeri 

At reque t or Mr. Gorn I am sanding you 100 copie of 

the Bank ' s memorandum entitled usom.e Principles of D velo 

ment ~nding" wh ich ws pr ed tor the meeti or the 

Deve10J:D0nt Assistance Group to be held in July, 1960. 

• Karl rhn.rd Seeliger 
First Sacreta.17 
Q nnan ~:l,Qq 
1742 R Street, N.W. 
Washington, D. c. 
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Europe, Africa and Austral.as! 
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N / R efereuce : JDF/JC June 9th, 1960 

H. Cope Esq., 
International Bank for Reconstruction & Developmont, 
l d l 8 , H. Street, N.W., 
Washington 25 1 D.C. 

Mr. de Beaufort has been in touch with 
Mr. Maddison about the possibilities of setting up a 
more regular reporting system to keep track of 
governmental loans and grants to underdeveloped countries. 

This is a question which interests us very 
much at the moment, and which certainly ought to be 
discussed at the next D.A.G. meeting. Our thoughts, which 
I think are not greatly at variance with your own, are 
that there ought to be a system under which the developed 
countries reported, at the end of each month, on the 
governmental loans or grants in respect of which they 
had assumed commitments during the month, this report 
including details as to the terms of loans. There ought 
also to be a regular system of reporting, on the basis 
of a questionnaire, whereby at longer intervals (quarterly, 
half-yearly or yearly) countries reported on their 
disbursements and repayments; for this purpose something 
like the r~cent O. E. EoCo questionnaire would be appropriate, 
but by the time we have finished our present study we 
shall have a number of improvements to make to that 
particular questionnaire. The fruits of both the monthly 
reporting and the longer-period reporting would of cours~ 
be made available by the receiving agency to all reporting 
countries . 
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We are intending to include a suggestion to 
this effect in our forthcoming study (which should be 
available well in advance of the next D.A.Go meeting at 
Bonn). 

I am sending a copy of this letter to 
de Beaufort. 

J. D. Fay. 
Deputy Director of Economics & Statistics 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
TO: Mr. P. S. N. Prasad 

FROM: Leslie G. Butcher 

DA TE: June 8, 1960 

SUBJECT: Development Assistance Group 
k~_✓J.-
~ y;r~ 

Referring to the attached memorandum SecM60-lOO[I think the proposed reports 
by DAG members and the reports to be made by the participants in the Bank's 
revised plan for the Exchange of Information on International Indebtedness 
are hard.1¥ comparable. Important differences are: 

Reports by DAG Members Reports by Participants under Revised 
Plan for Excharr;e of Infor.mation on 
International ndebtedness 

1. Would be made both before and after Would be made only after debtor had 
loans are made incurred indebtedness 

2. Would include grants Would not include grants 

3. Would include assistance to dependentWould not include assistance to dependent 
territories territories 

4. Would not include suppliers• credits Would include suppliers• credits 
guaranteed by national credit guarantee 
organizations 

5. Would be made in considerable detail Would not generally include details 

6. Would not include military, educa­
tional, cultural, and technical 
assistance 

7. Would be made by: 

Belgium 
Canada 
France 
Germany 
Italy 
Portugal 
United Kingdom 
United States 
Perhaps Japan and IBRD also 

8. Would be made on aid given by DAG 
members to c11 y country other than 
category I countries of IDA 

Would include such assistance if on a 
loan basis 

Would be made by: 

Austria 
Belgium 
Canada 
Denmark 
France 
Germany 
Italy 

Japan 
Netherlands 
Norway 
Sweden 
Switzerland 
United Kingdom 
United States 

Would be made on indebtedness of any 
cquntry of free world except on 
indebtedness of a dependent territory 
to its metropole 
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I understand that the forms A and B attached to the memorandum were designed 
to focus attention on various matters rather than to suggest how they should 
be handled. To be useful the forms should be specific and provide for more 
details . 

Attachment 

ffiButcher/ns 

cc: Mr . Rist (2) 
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ADDRESS OFFICIAL COMMUNICATIONS TO 

THE SECRETARY OF STATE 

WASHINGTON 25, 0 , C . 

DEPARTMENT OF STATE 
WASHINGTON 

June 6, 1960 

Dear Mr .✓ u ' / -- ~/4,. 
(I 

At the request of the Canadian Representative on the DAG 
_LAd Hoc Group, I am forwarding a copy of the Canadian submission 

D ? for the information of the staff of the Bank, subject to the <;.};~\I)' same restrictions as the papers previously transmitted . 

~ Sincerely yours, 

;{-- {A IL-, L 
C s~~~~t~;;er [ 

DAG Ad Hoc Working Group 

Enclosure: 

Canadian Paper. 

Mr. J. Burke Knapp, 
Vice President, 

International Bank for 
Reconstruction and Development, 

Washington 25, D. C. 



June 6, 1960 

Dear Carela I 
Han7 thanks for your letter ot y 30 about 

th work ot OEEC. I fully al.!'1n1111 vi th 7our cauti ou.s 
approach . Bowev r, wa un r e pressure to 
produ.ce om thing and, rather t.han add. yet another 

per containing onl7 va en raliz tions, I de• 
cided to oduc a orandum prop 1ng a fairly 
concrete plan for the exchang ot info t.ion. I 
enclos copy of this paper to r with a copy 
of the cov ring letter• 

• ools rush in where an els tear to tread. • 

closure 

Hr. C 1 de au.fort 
Int rna.tional ank for 

Sincerely your• , 

S., R. Oope 
Director of Operati 

uro , fric d ustral ia 

oonatrw,tion and De lo nt. 
4, a'Cj, nue d•Iena 
Part (1 ) 
France 



June 6, 1960 

Dar Grady: 

As pr sed on t tel phone, I enoloae -------

cop;y of 1118 1 tter to Mr. Oeber dated June 3, ~ 

together with th enclosur s referred to th rein. 

Copies are being distributed to the Executive 

Directors. 

Enclosures 

Mr. T. Graydon Upton 
Asai tant S cretarr 
u. s. Treasu.r., 
Washington, D. C. 

S . • Cope 
Direotor or Operations 

Europe, Africa. and u tral e1a 



June 3, 1960 

Dear Mr. Geber: 

We have been giving same thought to the way in which we could 
respond to the invitation or the interim working group of DAG to pre­
sent the views of the Bank "on ways and means of exchanging infonna­
tion, consultation and coordination." 

We would hope to have the opportunity- in due course to present 
our views on all of these matters. Coordination of development assiat­
ance, and even consultation, involves important issues of principle and 
without knowing more than we do at the moment about the wishes of the 
governments ooncemed we do not feel that we can make practical sugges­
tions beyond those made by Mr. Black to members of DAG on March 9, 1960. 

We believe, however, that it is not too early to propose the :i.mme­
diate introduction of a system of reporting development aid. Although 
hardly controversial, it presents a number of difficult technical. ques­
tions. These questions need to be discussed between representatives of 
the agencies concemed before a:ny plan can be presented formally for the 
acceptance ot DAG. We thought it worthwhile, nevertheless, to draw up 
a tentative plan which could provide a basis for further discussion. 
Out of these discussions we would hope an agreed plan would emerge. 

Attached is a paper outlining the tentative plan referred to above. 

Attachment 

Mro Anthony Geber 
Secretary 
DAG Ad Hoc Working Group 
Departmnt of State 
Washington 2,, n.c. 

Sincerely yours, 

S. Ro Cope 
Director of Operations 

Europe, Africa and Australasia 
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June 3, 1960 

Der Mr. Gebers 

We have been giving so & thought to the 'Way in which we could 
r spona. to the invitation of the interim working group or DAG to pre• 
sent the views of th Bank "on ys nd ens of exchanging informa­
tion, c.oneultation and coordination.',. 

We would hop to have the opportunity in du cour e to pres nt 
our view on all o.f thes matters . Coordination of development ssist­
ance, and even oonsultation, involves important 1 sues of principle nd 
without knowing more th.an ve do at the mo ent about the wi11hes of th 
govermnent eoncerned we do not fe l that we n p ct1c l sugges-
tions beyond those d by • Black to mem.b r ot DAG on rch 9, 1960. 

We boliev, how ver, that it is not too early to propo e the imme• 
diate introduction of a &yetem of reporting development id. Although 
hardly controversial, it presents a number of d1f£1cult t chni l ques­
tions . These questions n ad to be discuseed betw en represent t1ves of 
th agenc1$s concerned before any- plan n be pres nted formally for the 
accept nee of DAG. We thought it worthvhile, nevertheles ·, to draw u.p 
at n tive plan which could provide ie for further discussion. 
Out of theae dieoussiona we would hope an agreed plan would rge. 

Attached is a pa~r outlining the tentative plan r terred to abov . 

Attachment 

Mr. Anthony Geber 
S cretaey 
DAG Ad Hoc Working Group 
Department of S te 
W shington 25, D. c. 

SRCope/pnn 

~~-~ 

Sine rely youra, 

S. R. Cope 
Dir ctor of Operations 

Europe, Afric and u t la~da 
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AD DRESS OFFICIAL COMMUNICATI ONS TO 

THE: SECRETARY OF STATE 

WASHINGTON 25, D. C . 

Dear Mr . Knapp: 

DEPARTMENT OF STATE 
WASHINGTON 

June 11 1960 

• / I am sending you at the request of the u. K. and 
1J'!,apanese representatives on the DAG ad hoc World~ Group 

~ 
L their Governments' submission on aid coordination. It 
~ is the request of these representatives that the papers 

be treated as confidential and be restricted to the staff 
of the Bank. They also expressed the hope that the Bank's 
paper on aid coordination will not contain matter which 
would identify their views as expressed in these papers . 

Sincerely yours, 

,/1 Ii ') (; 

~-If. ·~~ ' ,\ ii 1 ~ Anthoey G er 
Secre 

DAG Ad Hoc Wor ~ Group 

Enclosures (2) 

Mr. Burke Knapp, 
Vice President, 

International Bank for 
Reconstruction and Development, 

Washington, D. c. 
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INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D. C. 
C ABLE ADDF,ES S : INTBA!'"RA0 PARIS 

TELEPHONE KLEBER 25 • 10 
PLEASE REPLY TO I l 

f ,,RIS OP'lriCK: W , R,• Ci. L.1 .: - ,~ ' . 
PARIS OFFICE : 4 , AVENUE D ' IENA 

PARIS (16') - F RANCE 

.._\o .. / fl 

"\. I 
J__ J ~ 

May 30, 1960 

Mr . S.R. Cope, Director of Operations -
Europe, Africa and Australasia 

International Bank for 
Reconstruction and Development 

Washington, D. C. 

Dear Raymond: 

., 
. \ ( 

I talked to Maddison about the paper which might be 
prepared · for the DAG describing how the exchange of 
information should be set up . According to Maddison 

. 

OEEC had not planned to draft such a paper . They have been 
concentrating on a report describing past assistance to the 
underdeveloped countries . In preparing this report many 
statistical problems have arisen . On the basis of this 
experience he feels that the organization of the reporting 
system would not be an easy matter . His first reaction was 
that it might be better to have the DAG study their paper 
first and agree on the definitions used for the different 
sorts of assistance . 

11' 
.. 
.\' 

Maddison will discuss the matter with Fay who is absent 
this week. Since I will be leaving for Sevilla to attend the 
Bern Union Meeting and Johnnie is away too I suggested that 
Maddison or Fay would write you as soon as they have had their 
talk . 

' 

Our experience with the setting up of the Exchange of 
Information on Medium Term International Indebtedness indicates 
that it is hardly possible to draft a system without having had 
preliminary discussions with the participantso I would there ­
fore be inclined to agree with Maddison that it would be better 
to wait until their report on past assistance has been studied . 

With best wishes , 

Sincere;!y yours , 
I 

Carel de Beaufort 

~ l-
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y 27, 1960 

Dear Johnni • 

If you have seen them, you will haw be n struck by' th vaguene.sa ot 
the paper• a nt in for the next D ~O meeting. It y be of course t t 
this vagueness is deli'ber te, DAG ra pret rring to withhold th ir 
fir o aa to reserve th ir more impr iv• lvoa for the ting it elf'. 

Howv r , th re is feeling ng c rta1n e r t tit is time D G 
got down to something pr ctic 1 . I therefore rel t t w should be pre• 
pared at the next meeting with a pa r which woul d scribe exactly ho'W 
information on loans nd g nts de by-DO mber to the und rdeveloped 
world could be collect d, collated n dis eminated . All this auppo es, 
of course, that th OECD is not pr parin similar per. It ould be 
silly if the nk nd the OECD s nt d papers on the s eubject with-
out at le st prior consultation. We of courae r e not • eking the lime­
light and if OEOD 11 putting up goo paper, we wuld wish toke p quiet. 
Then xt tep ther fore is to tind out v. t OE.CD is doing in this fi ld. 
Could you make discre t inquiries n find oui vbat, if nything, is cook­
ing. 

own ide is that there should be a ayst , run probably by OECD, 
under which DAG• bers report all overnmental l ne d grants to under­
developed countries, including those de by their agenc:l s, a.a they ar 

de . Th receiYing center would pas on thi into tion to all DAG 
m bera diat ly. The cent r would lso distribute onthly a conaoli-
da.t d 11 t of 11 lo na and nt e by DAG bera during th month, 
and, q rterly or halt y rly, a e te nt of di burs nts nd repaymentao 

I hould v r:, 

st wish • 

h apprec1 te any info tion you can get . 

Mr. John D. ller 
Special pres n tiv in Europe 
International Bank for construction 

and Dev lo:pllent 
4 Avenue d'l na 
Paris 16e, Fra e 

Yours sincer ly, 

R, 
S. R. Cope 

Dir ctor of Opet• tione 
Europe, Atric nd Aust 

SRCope/pnn 
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MEMORANDUM TO THE STAFF LOAN COMMITTEF 

Development hssistance Progr~ 

The attached Memorandum from the U~S. to the DAG Ad Hoc 

Working Group on the exchange of information, consultation and 

coordination with respect to development assistance programs 

is distributed for information. 

May 26, 1960 

Herbert Go A. Woolley 
Secretary 

Staff Loan Committee 



U. S. Submission to the DAG Ad Hoc Working Group on Exchange 
of Information, Consultation a.nd Coordination with Respect to 

Development Assistance Programs 

I 

As an introduction to certain specific suggestions on the question ot 
improved exchange of inf orma.tion., consultation and coordination., some general 
remarks are pre sent ed below. 

The need for coordina~ion is closely related to the govermnental nature 
ot the operation. It_stems from the fact that the resources available for 
assistance., although increasing., are limited in relation to obj,ectives., both 
or a political and }?.umanitarian nature., and in relation to · the urgent and 
growing needs of less developed countries; that., therefore., there exists a 
stringent requirement for making the best possible use of these limited 
resources; that the _magnitude and the nature of the resources reqµired is 
such that private c~pita1 ~lone cannot do the job; that public concern for 
the use of public funds reinforces the demand for maximum effectiveness; and, 
that in the area in 'which government aid functions., the automatic. coordinating 
mechanism of market forces functions only very imperfectly. 

Development assistance of the type most suitable to today's world is 
based on relatively new techniques with which there has been limited previous 
experience; as such., it requires for its most efficient application., a process 
of education _and coordination among ,capital exporting countries., as well as 
in the LDC I s. 

Implicit in this rationale for aid coordination are also some qualifica­
tions • . It is difficult to achieve coordination in large and unwieldy groups. 
An excessi\re· drive toward coordination through some monolithic super-organiza­
tion would result in less rather than more efficiency. United States 
experience suggests the need for many different techniques and approaches 
in operating a development assistance program. In this connection it needs 
to be kept in mind: 

1. That while the magnitude _ ot the task relative to the available 
assistance demands efficiency in the use of this assistance, 
there are also s ano factors which rec:luce overlap and duplica­
tion in the provision of developmental capital assistance. 
Old-established commercial and other ties between some countries 
indicate that traditional channels are likely to continue to 
predominate in the foreign economic relations or some areas tor 
some time. 

2. That important as external assistance is to less developed 
countries., it can only supplement their own efforts and policies 
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and will have to be fitted in and coordinated with them 
as well as outside of them. 

Exchange of infonnation, consultation and coordination of aid activitie s 
is taking place · daily through a multitude of existing channels . and organi za­
tions. These include the regular diplomatic intercourse, co~cations and 
contact between various governmental organizations, the agencies of the UN , 
the IBRD, the IMF., etc. The task is not to substitute fo,r these or to. 
regiment the now of and procedures for information exchange and coordination 
through these existing channels, but to intensify these activities and to 
cover gaps which may exist. The exchange of information, consultation and 
coordination of aid activities covers a wide range of topics and subjects 
related to such activities extending from some broad policy questions to 
narrower operational problems. 

The dividing line between these categories cannot be drawn easily 
in practice. Nor can there be a clear-cut distinction between exchange 
of information, consultation and coordination activities. Therefore it 
is not possible to establish hard and fast rules and assign firmly defined 
roles to the various institutions through which coordination might be 
effected. 

Firm and hard rules should also be avoided because the development of 
the information exchange, consultation and coordination activities should 
be geared to the growth of development aid activities and should evolve 
on the basis of experience of the coordinating machinery and institutions. 

II 

Now turning to the more specific suggestions concerning the exchange of 
information, consultation and coordination of aid matters, we envisage that 
it could probably best be dealt with in two categories: 

1. Board policies., over-all principles., ways of mobilizing 
capital resources., problems of aid techniques. 

2. More operational aspects of coordination, such as exchange 
of information and coordination of specific programs and 
projects. 

The functions of DAG, i.e., of an organization of a group of countries 
which are able to furnish a significant amotmt of aid to the less developed 
countries., relate primarily to the first type of ccnsultative. and 
coordinating activities. But it is also DAG' s function to consider general 
techniques of coordination of infonna.tion and financing, review problems 
of a general nature and suggest improvements in procedures. 

The actual operational functions rest with the existing national and 
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multilateral institutions and organizations. Generally, the preliminary, 
informationa+ ac~ivity would take place in the field, i.e., -in the 
territories of the less developed countries, between t}le local representa­
tives of the indu·strialized nations., and multilateral a,gencies., in 
cooperation with the authorities of the aid receiving country. Problems 
emerging from the initial consultative activities in the field, decision making 
and formation of combined efforts., such as lending consortia arrangements., 
can best be handled throughccntacts among the central organizations of the 
interested governments and international agencies. The increased emphasis 
on exchange of infonnation in the field would not limit any initiative as 
regards the exchange of infonnation among the central organizations. them­
selves., and coordination of the operational aspects of particular projects 
or programs will _remain the responsibility of the respective operational 
organizations, 

A fuller discussion of these functions and activities follows: 

III 

The highest level of coordination would comprise the functions which 
we hope could be handled by the Development Assistance Group and eventually 
the Development Assistance Committee. It would ccncern itself with the 
broad, over-all aspects of development assistance and it would promote among 
its members a greater recognition of the identity of interests in the task 
of assisting the IDC 1 s., a fuller sense of the relevant responsibilities., ~d 
a sense of urgency to increase the capital resources for development and 
to improve the application of these resources. 

The Group would not concern itself with operating details., individual 
projects., regional questions, or b_urden sharing. It would rather be a 
forum for the exchange. of information and ideas about those aspects of 
bilateral development assistance programs which are of direct interest to 
them as capital e:xporting countries, such as general principles of 
appropriate economic development assistance and lending, techniques and 
national institutions for the mobilization of capital resources and their 
channeling to less dey~loped areas, techniques for avoidance of overlapping 
efforts., ard:su::h; questions as export financing versus development assistance, 
etc., ne·•.r amounts of money being sought or mobilized by such Member, through 
appropriations requests to its Parliament or otherwise,. for providing 
development assistance., bilateral and multilateral, to less developed 
countries, commitments of public funds made by such Member in the form 
of grants., loans or guarantees for financing of development projects. 

Within the province of such Group -would be discussion of the techniques 
of technical. assistance., with special emphasis on the preinvestment type of 
technical assistance-i.e., resource surveys, economic priori.tr surv~ys and 
technological surveys of specific projects. These questions wuld be dealt 
with in close cooperation with such existing and multilate:ral organizations 
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which are engaged in this field, such as the appropriate agencies or t he 
United Nations, the International Bank, the International Monetary Fund, 
the Inter-American Development Bank, etc. 

Such a Group should encourage fuller and more uniform statistics on t he 
various kind or aid extended to less developed countries. 

In addition to encouraging the general review and explanation of their 
existing development assistance activities and programs, the Group should 
encourage each Member to provide a more detailed review and explanation or i t s 
existing activities and programs. 

Such a Group should encourage frequent direct contacts between its 
members both on policy and on operational matters. Representatives of t he 

· operational institutions of the mem~r countries should be encouraged to 
exchange visits 'for the purpose or familiarizing themselves in detail with 
each other's operations and to develop close personal relationships and 
understanding. 

The functions of such a Group could be best performed by a small number 
of co-u.ntries meeting informally ard on a high official level. It should not 
be encumbered by excessive formalities, outside observers, undue publicity, 
or other factors that would tend to limit frank discussion. 

IV 

In the area of operational type of coordination one ot the important 
parts , would be that which would take place in the field, i.e., in the 
territories of the LDC' s. Generally, this would consist of initial, 
information exchanging functions . Such exchange would be mostly ori 'an 
entirely informal level amongst the local representatives of individual interested 
nations or multilateral organizatio~, often in collaboration with the LDC's 
themselves. It is hoped that , although DAG would not _itself be engaged in 
the foregoing activities, it would develop general suggestions on activity 
on this level and encourage its members to take appropriate steps looking 
toward the intensification and improvement of the exchange of information 
through their field representatives. 

Among the topics that might properly be covered on this level is 
preliminary information concerning: 

1. Preparation by the LDC of any new major developnent program 
or project. 

2. Major changes by the. LDC in the nature of existing development 
programs or projects. 

3. Information from private sources about the possibilities for 
investment in particular projects in the LDC. 
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4. Planned or actual capital or technical assistance projects. 

It is understood \qat many or these activities are already being carried on 
in a munber of countri~s. 

It, is dH'ficult to distinguish entirely among the topics which -would be 
coordinated on this le~el and those which are mentioned in Sections III and 
V. Some of the latter topics, therefore, will be applicable to coordination 
in the field also. 

V 

Wlien specific action is required to deal with problems, often discovered 
on the basis of info~tion gathered in the field, coordination carried out 
through the central or~anizations of the .interested countries or international 
organizations -would be desirable. This coordination would be within the 
frameworlc of international institutions or th;rough direct contacts on an~ 
hoc basis among indi viqual countrie·s directly involved. This level would 
'ccicern itself primarily with the action phase of coordination such as 
consortia for the fina.q:ing of specific development projects within the 
over-all development program of a specific country or in connection with 
situations where emergency measures of support are required. On this 
level members -would also gather to give consideration to entering a con­
sortium for the financing or a particular development project in a LDC 
when such project is recommend~d to them by another member as suitable 
for joint financing in light or the development financing policies of 
the members, and on pa,ment terms appropriate ·for the project. Exchange 
of information on credit or other conditions in specific countries could 
also be exchanged on this level when a developing crisis seems to make it appropriate. 

Mslbers -would avail themselves of the opportunity to review with the 
International Bank tor Reconstruction and Development or other appropriate 
institutions at their request the development . needs and possibilities and the 
economic position and prospects of a less developed country or countries. 

VI 

The United States feels that the ideas enumerated above constitute the 
basis of a program for the development of i,mproved and increased exchange 
of information and coordination among its members. As stated initially, 
these tasks are , expected to evolve on the basis of experience of the 
coordinating machinery- and institutions. It is hoped that the meetings of 
the DAG and later the Development Assistance Committee will be the forum 
to keep these matters under continuous and vigorous review and to produce 
recommendations and guidance to individual governments and multilateral 
institutions in their work in this field and will lead to an increasing 
overall vol\llle of development aid. 

May 19, 1960 
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May 25, 1960 

Dear Johnnie, 

I enclose a copy of the memorandum which ve have just 

sent along to the Interim Working Party of DAG. If the 

Working Party makes any comments ve may incorporate them 

before the paper is formally submitted to the July meeting. 

However, I don't think thi s is very likely; if we do make 

any changes I will send you a revised version. 

S. R. Cope 
Enclosure 

Mr. John D. Miller 
International Bank for Reconstruction 

and Development 
4 Avenue d'Ien:.a 
Paris 168 

France 
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DEVELOPMENT ASSISTANCE GROUP 

Attached for information is a copy of a memorandum entitled 

11 Some Principles of Developroont Lending" o This memorandum was 

prepared by the Bank at the request of the Development Assistance 

Group for a meeting to be held in Bonn early in July, 1960. 
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Dis tribu ti on: 

Executive Directors and Alternates 
President 
Vice Presidents 



International Bank for Reconstruction and De~elopment 

SOME PRINCIPLES OF DEVELOPMENT LENDING 

Memorandum prepared for a meeting of 
the Development Assistance Group to 

be held in July, 1960 

I. Introduction 

II. Creditworthiness 

III. The Selection of Projects 

IV. The Appraisal of Projects 
Economic Aspects 
Technical Aspects 
Managerial Aspects 
Organizational Aspects 
Commercial Aspects 
Financial Aspects 

V. The Supervision of Projects 



International Bank for Reconstruction and Development 

SOBE PRINCIPLES OF DEVELOPlSlJT LEl-llJING 

I . Introduction 

1 . To assist economic development in underdeveloped countries requ5-res 
more than the mere provision of capital funds . The use to which the capital 
is put is equally important and this requires selection between the various 
possible projects and measures to ensure that selected projects are carried 
out as efficiently as possibleo In addition, if capital is provided in the 
form of loans, it is necessary to make sure that the burden of repayment does 
not l ead to difficulties for the borrower. This paper therefore begins wi•th 
some observations on the question of "creditworthiness . " This is followed 
by a discussion of some of the wider problems involved in determining the 
purposes for which development loans may be used and finally, there is a 
more detailed analysis of the techniques for the appraisal of individual 
projects o 

2 . It should perhaps be emphasized at the outset that the principles and 
ideas set forth in these pages must not be r egarded as a definitive corpus 
of techniques which can be applied immediately and straightforwardly in any 
situation. All underdeveloped countries have their own peculiarities which 
must be taken into account and a thorough knowledge of local conditions is 
essential . Moreover, statistical data are often incomplete so that t he 
appreciation of economic problems and of the changes which are taking pl ace 
in an economy requires judgment as well as technical analysiso The selectj_cn 
of projects and the devising of policies for economic development is not yet 
an exact scienceo 

II. Creditworthiness 

3. The problem of creditworthiness must be considered both in connection 
with the project itself and in connection with the economic situation of 
the borrowing country . This is because the repayment of international l eans 
requfres both the accumulation of local funds and - - except in certain so-• 
called "soft" loans - - their transfer into foreign exchange . If a country 
encounters severe foreign exchange difficulties,the repa~7Jllent of all its 
external debt may be endangered even though many of the projects for which 
loans were originally made may have been soundo 

4. The borrower carries the r esponsibilit y for providing the local fl:1lds 
necessary for the service of the loan. If the project itself earns revenue, 
the creditworthiness of the borrower in local currency must be judged by an 
appraisal of the project and the financial situation of the borrower as is 
described later in this paper., If the project does not earn revenue direc·~ly, 
the s8rvicing of the loan in local currency must depend upon some other 
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source of revenue usually tax revenue of the government or of a gover nment 
agency . But i n ever y case t he transfer of the debt service back to the 
lender depends upon the availability of foreign exchange which is itself 
determined by the general balance of payments situation of the countryo 

5. Sometimes a project may itself earn foreign exchange directly, for 
example, the development of a new mineral resource for exporto In such a 
case it may be possible for the lender to obtai n specific security by a lien 
on the fore i gn exchange earnings of the project itself. However, although 
this obviously benefits the lender concerned, it is a disadvantage for the 
borrowing country since the unpledged earnings available for other lenders 
arereduced and they may therefore be r eluctant to lend. But in the majority 
of cases, even where the project does lead to increased exports, it is not 
possible to segregate specific foreign exchange income to provide security 
for the lender and he must depend upon the adequacy of the country's overall 
f oreign exchange earningse 

6. Clearly therefore the prospects for export earnings are of ma j or 
importance in assessing creditworthinesso It is true that a project may also 
impr ove the balance of payments by reducing imports rather than by increasii1g 
exports and there is certainly a legitimate place for this type of develop­
ment. There is some danger, however, that in practice such projects may be 
carried out at too great a cost. Most import saving projects are in the 
field of secondary industry which many governments are anxious to encour age. 
If this encouragement entails some form of subsidy or tariff protection t here 
is a cost which must be borne by the rest of the economy including t he export 
industries . Because the development of new domestic industries generalJy 
does involve some costs of this kind -- at l east for a time -- it is all .the 
more necessary that they should be carefull y watched since otherwise there 
is a real danger that the direction of investment within the country will be 
distorted and the development of exports will be held back . In the longer 
run, however, there need be no conflict between the development of industries 
serving the local market and the growth of production for export. The ex­
pansion of exports is one of the most effective of all the stimuli to econcmi, 
development and the rising incomes which it brings provide the best incent ive 
for the growth of local indust ries. In other words, economic development 
takes place most easily in a context of rising international trade; if a 
country's expor ts cease to grow, either because of market conditions or 
physical limitations, development in the r est of the economy will certainly 
be hampered and may even cease altogether . 

7. In judging the ability of a country to service addition~i external 
debt the size of the existing debt is clearly a central factor~ On the 

Y The Internat ional Bank obtains complete information on the public and 
publicly-guaranteed indebtedness of all the countries to which it mal~es 
loans and this information is kept up to date by periodic r epor ts sub­
mitted by its member goverrunents. Estimates of t he service on, and 
composition of, a count ry's public ext er nal debts, are i ncluded in tho 
Bank's economic reports which are submitted t o the Executive Directors 
i n connection with loan operat i ons. In addition, sunnnaries of these 
estimates ar e circulated to the Executive Director s from time to time 
with a view to covering each country once a year. 
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basis of comprehens ive information about external debt a bro2.d comparison cc:.n 
be made between the annual service payn:ents which have to be made abroad and 
the growth of national income and foreign exchange earningse One of the 
important conclusions which emerges is that to incur long-term debt for sound 
development projects need not result in any substantial relative increese in 
a country's debt burden . If the loans are used for productive projects, they 
will be matched by higher income , and if the country pursues sound foreign 
trade and exchange policies, this higher income should be translated into a 
stronger balance of payments positiono Difficulties often arise, not so much 
from the size of the debt as from an overlarge proportion of it being at too 
short a term. In this event the annual burden of repayments may increase rruch 
more rapidly than for eign exchange income so that the country may eventually 
be forced either to reduce imports severely or - - unless it is able to solicit 
emergency assistance - - to defaultc 

8~ Obviously it is the annual service charges on external indebtedness 
which is the important magnitude. The lower the interest and the longer the 
term the greater the debt that can be serviced for the same annual charge~ 
The terms on which development aid is provided are therefore of great s:.gnif­
icanceo For reasons connected either with the project itself or with the 
balance of payments , it may be important that aid should be provided on terms 
which are not unduly burdensome . A great many development projects pay them­
selves out only over a l ong period of years; yet these are frequently financed 
by short- or medium- term borrowings . Also there are many desirable projects 
which governments should carry out but w::iich do not earn revenue to provide 
for debt service because the benefits accrue largely to the public . In such 
cases some or all of the debt burden falls upon the general budget whicb is 
usually already overstrained with current governmental expenditures. Simi-· 
larly excessively short repayment terms may place serious strains upon a 
country's for eign exchange income, and destroy the flexibility which is re­
quired to meet vicissitudes in its external accounts . 

9o The behavior of a country ' s balance of payments is the result not orJ_:r 
of the operation of independent economic forces but also of governi~ent policy. 
Since creditworthiness depends on the balance of payments, it depends also 
upon government policy to keep the demand for foreign exchange within the 
limits set by exports , invisible earnings and the proceeds of external borrow­
ing and foreign aid. The consequences of internal inflation upon the economy 
are well known; it stimulates imports and hampers exports and so may reduce 
foreign exchange holdings to a dangerously low level; by increasing the deme.nd 
for resources beyond the supply it may lead to an accumulation of short- and 
medium- t erm external debt as local borrowers attempt to obtain additional 
resources from abroad particularly in the form of suppliers' credits , and, 
if it continues long enough, it can create a distortion in the direction of 
investment especially through the effects of an unrealistic exchange rate o 
All these consequences will tend to increase the difficulty of servicing 
external debt . 

lOe The importance of avoiding inflation is, of course , familiar territo:,·y. 
It is as well to stress, however, that the demands upon sound financial 
management in many underdeveloped countries go further than the mere elimina­
tion of inflation . The ability of an economy to adjust to external changes 
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is an essential element in creditworthinessc This applies particularly to 
countries relying for the bulk of their exports on one or a very few commod­
ities or on those whose prices are subject to wide fluctuations from time to 
time . A fall in the demand for a country's exports normally sets in motion 
certain forces tending to restore a balance in its external accounts . How­
ever, it is generally also necessary for the government to take deliberate 
measures to adapt the economy to a lower level of foreign exchange income 
and hence an added responsibility is placed upon the government's economic 
and financial policies. It is in circumstances of this kind that the l~vel 
of exchange reserves is of paramount importance since exchange reserves can 
provide the vital element of time which is necessary for corrective policies 
to take effecte 

11 . For all these reasons the financial policies of borrowers are of the 
utmost significance to lenders. If these policies are such that their con­
tinuation would endanger the repayment prospects of foreign loans, it is 
scarcely unreasonable to require that the borrowing country institute measures 
designed to restore stability to its economy. It is not generally practicable 
to insist that all remedial measures which may appear necessary be completed 
before any further loans can be made, but it is desirable to obtain concrete 
evidence that the government is actually taking appropriate steps toward the 
re- establishment of stability. 

12. Creditworthiness is not, of course, determined by economic forces 
alone; within fairly wide limits it is determined , also, by the intangible 
factor of the country's attitude towards its foreign debts . A country which 
shows a willingness to maintain debt service at the expense , if necessary, 
of sacrifices in consumption standards is plainly a better credit risk than 
a country, even with a potentially somewhat stronger economy, which does not 
treat its foreign obligations with equal seriousness. In this connection, 
the past debt record of the country is significant. To be sure , events have 
sometimes made defaults inevitable , but in such cases the attitude of the 
country toward its obligations, and the sort of settlement it has made or 
of fered to its creditors, are valuable guides in judging credit for future 
loans. All lenders have , therefore, a direct interest in the crea~ion and 
maintenance of satisfactory relations between countries and their external 
creditors. It is the normal practice of the International Bank,for example, 
to inform loan applicants who are in default on publicly-held external obli­
gations that t he Bank will be unable to assist them unless and until they 
take appropriate steps to reach a fair and equitable settlement of their 
debts . 

III . The Selection of Proiects 

13. The objective of development lending is to make the maximum possible 
contribution to the growth of developing countries$ This is a broader objec­
tive than that which is uppermost in most cmmnercial lending; that of finding 
a sound investment to enable the lender to obtain an adequate return on his 
money~ It logically implies a broader examination of the use of the f 1mds~ 
Not only must the funds be used to increase investment rather than consump-­
tion but the direction of investment as a whole must be such as to make the 
best use of available resources. 
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14. Ideally, therefore, development lending should be accompanied by an 
appraisal of investment in all the different sectors of the borrowing count:7 .. 
To carry out such a task adequately would be a major undertaking . Generally , 
however , it is not impossible to make some assessment of investment in the 
different sectors of the economy so as to indicate where the most urgent 
projects may be found . In examining the different economic sectors it is 
useful to distinguish the basic services -- transport, electric power, ports , 
etc . -- from the directly productive activities in industry or agricultureo 
The problem of promoting economic development presents itself differently in 
these sectors; moreover, the former are frequently the responsibility of 
governments whereas the latter are traditionally the province of private 
enterpriseo 

150 As their name implies, the basic services are a pre- requisite for the 
growth of the other sectors. If one of them falls behind,a bottleneck is 
created and in such a case the projects having a high priority are generally 
obvious . More difficult are those cases where it is thought that the expan­
sion of certain basic services may itself stimulate other investment. A new 
road may well , for example, foster new industrial or agricultural activityv 
However, this process is by no means inevitable and the particular circum­
stances must be carefully studied. Instances in which the hoped- for growth 
has not materialized are far from unknown. 

16. In an effort to tackle this problem systematically many governments 
have drawn up "development plans . 11 The most important part of most of these 
plans is a program for public investment covering not only the basic services 
of an economic nature but also capital expenditure on education, health, and 
other social services . A program of the kind necessitates a decision by tbe 
government both as to the size of the program of investment in the public 
sector which it is possible to finance and as to which of the many desirable 
projects are to be included and which must be deferred . To take such a 
decision involves a careful estimate of the resources which will be available 
to carry out the program and an examination of the individual projects to see 
wl1 ich of them will make the greatest contribution to the country ' s developmen ~, 

17. One of the most important problems which bas to be determined in 
drawing up a public investment program is the balance between "economic" or 
11 productive 11 projects and "social" projects which may be urgent and bene­
ficial but which do more to raise levels of consumption than to promote 
economic productivity. The former may be either revenue-earning projects 
such as power plants and railways or they may be projects which , while the:r 
do increase the national income , do not produce a direct revenue to the 
government (such as flood control or roads ). If insufficient emphasis is 
placed on productive projects, difficulties will arise in maintaining a 
balance in the current budget owing to rising current expenditures for the 
operation of the projects and for servicing debt incurred in their construc­
tion . It is this kind of consideration which lies behind the reluctance of 
many lending organizations -- including the International Bank -- to lend 
money for social projects. It is not that such projects are in any way 
undesirable in themselves; it is rather that they represent the fruits of 
progress rather than the means for achieving it . The co~..munity can affort 
to build and operate such facilities only if through productive investment 
it can achieve expanding income and overall economic development ., 
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18. The task of encouraging development in the industrial sector is a moi'e 
complex one than the provision of basic services. Industrial development 
demands not merely capital but also favorable conditions for the supply of 
raw materials and markets for the products as well as the existence of entre­
preneurial ability. The numerous claims upon public funds for projects un­
attractive to private capital provide a strong practical reason for leaving 
competitive industry as much as possible to private enterprise. A clear 
delimitation between the spheres of public and private enterprise is one of 
the best ways of encouraging the investment of local capital in industry and 
the inflow of foreign private capital. Uncertainty about the intentions of 
government in this field can have an unsettling and therefore deterrent effect 
on enterpriseo Furthermore, government participation in private industry 
always carries with it the possibility that decisions in government-controlled 
enterprises will be influenced by political considerations. Governments are 
by their nature subject to all kinds of pressures which it is undesirable to 
have carried over into the management of business enterprises. Finally, the 
governments of most underdeveloped countries are inadequately supplied with 
well-trained manpower; since they are already heavily burdened with adminis­
trative tasks, they are rarely well advised to assume additional responsi­
bilities for the management of manufacturing industrieso 

19. It is, however, frequently true that industrial development can be 
helped if long-term loan capital can be made available for industry and many 
countries have established specialized institutions, such as "Development 
Banks ," to meet this need. Since it is usually the small and medium-sized 
enterprises which have most difficulty in finding long-term loans, a local 
institution which is closely in touch with conditions in the count~r is 
essential . Hhere these institutions exist, they also provide a channel by 
1-rhich foreign capital may be encouraged to enter the country. The Inter­
national Bank has been active in promoting the establishment of such insti­
tutions on the basis of private ownership and administration. 

20. Agricultural development is perhaps the most difficult of all . Here 
the problems of agricultural techniques, land use and land tenure , the need 
for agricultural extension work, etc., are far more important than the avail­
ability of capital. In some countries the problem of modernizing agricultural 
traditions, which may go back for centuries, requires what is tantamount to 
a social revolution. The financial demands upon governments in this sphere 
are often similar to those involved in improving social services since the 
most urgent need is generally to expand the activities of the government 
agricultural departments on a continuing basis. The demand for loans in the 
form of agricultural credit is usually limited, not because investment in 
agriculture is not beneficial, but because the necessary conditions for 
utilizing credit are lacking. Irrigation, flood control or land reclamation 
schemes, where they are possible, are an exception, since they frequently 
require substantial capital outlays. Even here, however, most of the benefit 
goes to the farmers concerned and the government rarely manages to obtain a 
return sufficient to provide the full service on the invested capital. Some 
part of the debt service must therefore be met from generaI tax rev-enue. 

21. It will be clear from what has been said that there is no single test. 
by which various alternative projects can be judged. In some cases, such a~ 
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the expansion of a single industrial enterpri se, a SL~ple test of profit­
ability may be sufficient , but in the field of publi c works and "infra-• 
structure " pro jects , much more analysis :i.s usually required . With this in 
:mind the next section of the paper discusses some of the questions which 
arise in the appraisal of specific projects . 

IV. The A!2!2f-~isa1 of Proiects 

22 . In general, project appraisal has to answer three main questions 1 
which i nvolve the investigation of the project from six different points o: 
viewo 

23 . The first of these questions is : 
the project is expected to produce meet 
of its sector of the economy? In order 
must be investigated from the economic 

will the goods or services which 
a need important to the development 
to answer this question, the project 

point of view., 

24. The second question is: is the project properly designed and plar.necl? 
To answer this question, the project must be examined from four different 
points of view, namely, the technical, the managerial, the organi zational 
and the commercialo 

25 . The third 
ect appropriate, 
This requires an 

question is: is the proposed method of financing the proj ­
and (where relevant) are the earnings prospects satisfactory? 
examination of the project f rom the financial point of view. 

26. The rel ative importance of these different aspects varies consider~ 
ably according to the type of project involved, as is brought out in the 
following paragraphs , in which the six aspects are discussed in turno 

Economic Asoects 

27 . It is assumed that the sector of the economy in which the pro ject 
belongs (agriculture , transportation, etc. ) is of a priority which has al­
ready been established in a general review of the development needs of the 
economy . The economic examination of the project itself normally involves 
some kind of market study, the extent of which will depend on the type of 
project. In some cases, the study may be limited to a relatively confined 
area (for example, when a small power system is being considered), or at t he 
other extreme, it may involve an analysis of the defiland and supply prospects 
for a com.'llodity on a worl d- wide scale (as for instance in the case of a 2.arge 
new source of iron ore). 

28 . The obj ective of the economic appraisal is to discover whether the 
pro ject is able to earn a reasonable return on the capital which must be 
invested . The question of 11hat rate of return on invested capital is 
"reasonabl e" is not easy to ansuer, and the answer will vary from case to 
case . Where market forces operate r easonably freely it could be said that 
the new project should earn not less than the return from comparable enter•­
prises in the country concerned. But in the case of projects which are 
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subject to regulation because of their monopoly position (for instance, so,ne 
public utilities and transport systems) this test may not be applicable and 
resort must be had to a bread judgment in the light of circumstances. 

29 . In addition to the direct return which a project may produce, there are 
a number of other possible ways in which it may contribute to economic develop­
ment . One of these is the extent to which it would utilize resources , material 
or human , which would otherwise be idle or under- employed . Then there is the 
question whether the project would create conditions favorable for the estab­
lishment of related economic activities (for instance , industries supplying 
raw materials or processing the products of the project). The obverse of this 
question is the question whether the project could be successfully carried out 
only on condition that other developments, which were not directly a part of 
it , were also carried out (for instance, the establishment or expansion of a 
steel industry is only practical if there are adequate facilities to transport 
the raw materials and the finished products~) 

J O~ In the case of agricultural projects: an economic anal ysis may be 
required on several scales (that of the individual farmer, that of the project 
as a whole , and that of its effects on the whole economy)~ 

31 . An important aspect of the economic appraisal is a determination of 
the project ' s probable effects on a country's balance of payments , whether by 
way of generating increased exports or by way of import substitution . It is 
of course the net effect on the balance of payments which must be estimated , 
that is , account must be taken of possible need to import spare parts or raw 
materials , as well as debt service, etc. Nor should the indirect impact of 
the project on the balance of payments be overlooked . 

32. In considering projects for highways or railways, particularly on a 
national scale , it may be necessary to study the relative economics of devel op­
ing different t ypes of transportation (railways, highways , inland water trans­
portation ). Similarly, when considering projects for the development of 
energy sources , the relative economics of developing different types of energy 
source may have to be examined . 

33 . Another important economic question is whether the success of the 
project will depend upon measures taken to protect it from competition. These 
may be of various kinds. The commonest type is the imposition of import 
duties or quotas, but there are other types of protection such as a limitation 
on the freedom of road transport in order to protect a railway systemn Any 
protection should be looked upon with skepticism, although there may be cas9s 
in which a modest protection for a limited period can be justified on the 
c:lassical "infant industry" grounds. 

34. Hhere the project is a regulated monopol y it is necessary to in-vestigate 
whether the regulatory supervision is such as to permit the sound operation 
and development of the project without a subsidy at the expense of the gener~l 
taxpayer. 
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Tec4nical Asyects 

35. This side of the investigation covers the work done by engineers and 
similar specialists, and involves the examination of many different features 
of the project" 

36. One of the first things to be examined is the proposed scale of opera-• 
tion, which has to be viewed in relation to the results of the market study., 
This is of particular importance in the case of those industries which cannot 
be carried on economically except on a large scale (the steel industry is an 
outstanding example). Technical appraisal will also include an investigation 
of the processes which it is proposed to use (and here probable technical 
obsolescence must be taken into account). It is necessary to confirm the 
availability of the different factors of production (raw materials, fuel, 
power , water , skilled and unskilled labor). The proposed location has to be 
considered in relation to the sources of the factors of production, to the 
facilities for transportation, and to the markets for productse The layout 
of a project may also be very important, especially from the point of view 
of possible future expansion~ 

37. It is necessary to consider whether the engineering arrangements for 
a project are satisfactory. In many cases, especially where the type of 
activity involved is something new to a country, or where an organization 
undertakes a major expansion involving a change in the scale of its operation, 
it may be necessary to employ consultants to assist those responsible for the 
project in this side of the work. The scope of the consultants ' work may 
need to cover any or all of the following functions: design , preparation of 
specifications , drafting of invitations to bid, analysis of tenders and 
recommendation for placing contracts, arrangements for the payment of' sup- • 
pliers and contractors and for the transportation of equipment , inspection 
and expediting of equipment , supervision of construction and installation, 
training or arrangement for the training of staff , and sometimes the super­
vision of initial operations. Where consultants are employed, it is necessar:'.t 
to be sure not only that the firm chosen has a good reputation and record, 
but also that their staff and organization for the proposed project is 
adequate. 

38 . This part of the appraisal also includes the investigation of the 
proposed construction schedule, which must cover all the different phases 
f r om design through installation, and must take into account the effect of 
seasonal variations in working conditions, etc .. 

39 . The appraising engineers' work also involves the investigation of the 
assumptions on which the cost estimates have been calculated~ The cost esti­
mates must include adequate allo\lances for physical contingencies and for 
likely increases in the general level of costs during the construction perioda 
It is sometimes also necessary to include the cost of interest on borrowed 
money during construction . In addition, an adequate allowance for initial 
working capital must be included. The cost estimates usually need to be 
broken down according to the amounts which will be spent locally and abroad, 
according to a time schedule and accordinG to the different main elements of 
the project~ In addition to checking the costs of bringing the project to 
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the operating stage , it is necessary to investigate the estimates of operating 
cost .. 

40. Certain types of projects pose particular problems from the technical 
aspect. There is, for instance, the question whether it is better, at a given 
stage in the development of an electric power system, to construct hydro plants 
which may combine large immediate investments with low running costs or to 
install thermal generating capacity, which has a lower immediate cost but a 
higher cost of operation. In preparing the answers to this question it is 
important to assume a realistic rate of interest. For hydro-electric projects, 
it is also necessary to check geological investigations for dam sites, and to 
examine hydrographical records, both in order to confirm the minimum amount of 
stream flow which can be relied on and to estimate the maximum amount of flood 
to be taken into account. The potential sedimentation of reservoirs must also 
be examined. In the agricultural field, one of the most important subjects 
for investigation is the adequacy of soil studies. In many agricultural proj •­
ects, success will depend upon the education of farmers through extension 
services, and their willingness to adopt new systems of cultivation, etco The 
system of land tenure is a question of particular importance in this respect~ 

41. There are some types of projects, particularly for instance railroad 
and highway construction, in which the corn.mencement of work cannot be delaJ'E'd 
until the detailed engineering has been completed. In such cases, there may 
be a substantial margin of error in the estimate of the work to be done, and 
in particular of the amount of earth and rock to be moved. Adequate allowance;:. 
must be made for these uncertainties in estimating the cost . 

Managerial Aspects 

42. The appraisal of management presents peculiar difficulties. Of course , 
where a project is to be carr i ed out by an existing organization much can be 
l earned about the quality of management from a study of what has happened in 
the past~ But it often happens that a management with a good past record may 
be inadequate to handle a greatly-expanded oper ation. In particular, proper 
delegation of authority is sometimes difficult to obtain, and this may be due 
not only to unwillingness to delegate from the top but also to lack of execu­
tive ability on the second level. 

43. The shortage of management experience and ability is one of the main 
difficulties . standing in the way of economic development in many countries a 
It is in some cases compounded by an unwillingness to employ foreigners in 
positions of management responsibilityo One solution to this problem may he 
the partnership between local investors and an existing foreign organization. 
Another possibility is to have professional managing agents provide central­
ized management services for a number of different organizations~ 

44. There are, however, cases in which these solutions may not be practical , 
which the only reasonable assurance of adequate management is to and in 

import 
foreign 
abroad. 

it. It may be possible to arrange for a management contract with a 
organization, or it may be practical to employ individuals from 

One of the objectives of such arrangements should be that the for-· 
train local people to take their places as soon as practicable~ 
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45.. One difficulty frequently met with is the limited concept of the rol e 
of management in some countries , where it is not understood that management 
is much more than simply keeping a plant runningo 

46. A problem which often arises, and not only in countries which are 
called under-developed, is that of the management of government-owned enter­
prises and projectse It is true that there are examples of economic activi­
ties of this sort which are managed very efficiently; it is also true that 
in many cases government enterprises suffer from bad management, and in par­
ticular a l ack of flexibility and of rapid decision. G'ne possible way of 
solving this problem is to set up public corporations or autonomous agencies , 
but this in itself is no guarantee of good management, particularly when those 
in charge are appointed, or may be removed, for political reasons, and also 
where the arrangements provide for limited t erms of office and so may militate 
against continuity of management. 

Organizational Aspects 

47. This side of the investigation of a project falls naturally into two 
phases, the organization required to bring a project to the operating stage 
and the organization required thereafter. The type of problem which has to 
be investigated here is the extent to which responsibility and authority 
should be centralized or delegated. This, of course, is intimately related 
with the scale of operations, and with their geographical extension. 

48. One of the most important aspects of organization is the question of 
adequate internal controls. In orJer for management to be able to function 
efficiently, an organization must be able to provide without delay intelli­
gently presented information which is constantly checking performance against 
expectations and so bringing to light problems as they arise . It is, of 
course, equally important that an organization should be able to put the 
decisions of management into practice without undue delay . 

49. As the scale of operation grows functions previously combined in one 
part of the organization may need to be divided between separate parts. Ir. 
certain types of proj ects,for instance those concerned with the development 
of ports and harbors, investigation may show that a number of different 
authorities are responsible for various aspects of what is essentially a 
single operation., This kind of organization seldom works smoothly, and it 
may be necessary in such a case to establish a single authority which is 
responsible for all the functions which are integrally connectedo 

50 . There are special problems of organization concerned with regulated 
industries, such as the electric power industry, the railroad indust ry, etc ., 
in particul ar whether the mechanism for exercising the regulatory function 
(for instance, the tariff commission) is uell designed to carry out its 
tasks, and whether it does so in practice . There are countries, for in­
stance, where the laws provide for a rapid adjustment of permitted tariffs 
to compensate for types of increased cost which are beyond the control of 
management, but where in practice there is difficulty and delay in obtaining 
the necessary tariff increaseso 
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51. By the commercial aspects of appraisal is meant the investigation of 
the arrangements for buying the materials needed to construct the project 
and the arrangements for obtaining the raw materials, power and labor fer the 
operation of the project and for marketine its product,, 

52. In the construction phase, the main objective is to see that the pro­
posed arrangements will ensure that the best value is obtained for the money 
spent. This will normally mean that the arrangements should provide effective 
competition between potential supDliers and contractors. The best way to 
ensure this is usually international competitive bidding . It is, of course, 
true that there are exceptions to this. For example, it may be most economic 
to standardize on the basis of existing equipment in order to reduce both the 
investment in spare parts and the cost of maintenance . Sometimes competition 
between suppliers may simply not be appropriate, as in the case of manufacture 
under license . 

530 It is necessary to investigate whether those responsible for the proj­
ect have the necessary knowledge and experience to come to the best decisions 
about the way in which the available money is to be spente In many cases, 
they need outside help for this purpose which can be provided by consultants. 

54~ The investigation of this aspect of the project at the operating stage 
involves the proposed arrangements for obtaining raw materials , power, etc . , 
and for marketing the products of the project. Among other things, this will 
involve investigation of the terms of purchase and sale , which will have an 
important bearing on the amount of working capital required . 

55. Some of the most difficult problems in this field arise in connection 
with regulated industries, and in particular with the electric power industry . 
Two questions are generally at issue here. The first is whether the prices 
uhich the organization concerned is permitted to charge will give it adequate 
revenue. This question is discussed below in connection with the financia.l 
aspects of appraisal . The second ques tion is whether the structure of rates 
charged is appropriate to the different types of traffic or customer concerned. 

Financial Aspect~ 

56. This side of the investigation usually falls into two parts: that 
concerned with the amount of money required to bring the project into Ofera­
tion and with the sources from which this money is to be obtained, and that 
concerned with the operating costs and revenue and the prospective liquidit y 
in the operating phase . In order to explain this approach fully, the main 
outline of the following paragraphs assumes a project which is to be carried 
out by an organization already engaged in operations , and already earning 
revenue. After the financial investigation of a project of this t :,-pe has 
been sketched, the simplifications and complications of other types of proj­
ects will be considered . 
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57. Taking first the construction period, the first question is: how muc~J. 
money will be needed? The total financial requirements will include some or 
a11 of the following items : 

a) the costs of goods and services required for the project; 

b) allowances for escalation and contingencies; 

c) the cost of other capital investments to be made during the 
same period; 

d) interest during construction; 

e) repayment installments on existing debt during the construction 
period; 

f) working capital. 

58 . Many projects have got into difficulty because inadequate working 
capital was provided. The estimation of working capital requirements has ·to 
be based on reasonable assumptions concerning the amount of stocks , raw 
materials , spare parts , etc.; the terms on which products are sold , which 
will indicate the amount of receivables to be financed; and the amount of 
funds necessary to take care of swings in payments and receipts , tal-::ing into 
accoPnt any seasonal variations in production or sales. 

59e The sources from which it is planned to meet the financial require-
ments will normally include funds (depreciation and undistributed ear::1.ings) 
generated from operations. They may also include the proceeds of the sale 
of share capital, and part of the funds will normally be provided by borrow­
ings at long- term, short- term, or both. In many projects , there may also 
be provision for public funds from central or local budgetary sourcesQ 

60., The importance of retained earnings as a source of finance in coun--
tries where capital is scarce and the rate of savings low must be underlined. 
It is recognized in many countries by existing tax legislation, but there 
are countries where regulated industries, particularly the el ectric power 
industry, have been unable to generate funds from operations to meet an 
adequnte proportion of the costs of new constructiono 

61,, The next step in the financial analysis is to prepare projections of 
two kinds: 

a ) an estimated statement of receipts and expenditures , from which 
it can be seen whether funds will be available at the right time 
to meet the expected requirements; and 

b) periodical balance sheets which show the financial situation of 
the organization during the construction periodo 



62. These projections, together with projections of earnines , then have to 
be carried on into the operating period to show the likely financial results 
of the operation. In these forecasts account must be taken of the time re­
quired to overcome initial operating difficulties and the rate at which the 
market may be able to absorb production. Corresponding calculations will have 
to be made of the growth in the amount of working capital required. 

63. With these forecasts in hand, the investigator has to form various 
judgments. He has to satisfy himself that there will be no shortage of funds 
during the construction period and that the financial situation at the end 
of' the period will meet the requirements of sound financial principles .. He 
l1as to jud=e whether the expected revenue during the operating period represents 
a r easonable return on the capital invested, whether there is an adequate mar­
~in in the funds generated by operations to meet fixed financial obligations, 
and in many cases whether revenue will be adequate to establish reserves needed 
for sound operation and,in particular,reserves for future expansion . 

64. In the light of these judgments, the investigator shoul d be able to say 
whether the proposed financing plan is sound, or whether some change is neces­
sary. He should, in addition, be able to formulate the conditions upon which 
money should be made available for the projecto The object of these conditions 
will , among other things, be to ensure that subsequent action on the part of 
the managewent will not jeopardize the soundness of the financial situation 
and prospects. This may involve placing limitations on freedom to incur future 
debt , to clistribute cash dividends, etc . It may also be necessary to make 
arrangements for security, and for the provision of additional fu..~ds in case 
they are needed. With public utilities, it may be desirable to obtain an 
undertaking that adequate rates uill be sought not only to meet the expenses 
of operation and financial obligations, but in addition to provide funds 
towards the cost of future construction. 

65. There are va:,·ious types of projects to which an analysis in the form 
described cannot appropriately be applied. Thi s is true, for instance, of 
projects which do not earn revenue, such as highways (except toll roads), 
irrigation projects where no direct payment is made for the water, etc. Par­
ticular problems arise in the case of multi-purpose projects, where the 
allocation of costs to the different functions which the project serves must 
al\Jays be to some extent arbitrarye 

66. Hhere the benefits of a project (say for highways) cannot be measured 
p:;.necisely, estimates have to be made , for instance, of the decreased cost of 
road transportation, the increase in the amount of farm products which canoe 
brought to market in good condition, the yield from new farming areas which 
may be opened up, etc . Moreover , it is e;enerally necessary to assess separate­
ly the potential benefits at different levels, i.e., to the individual farmer, 
and to local or central government authorities . Even in the case of a reve­
nue- earning project, such as an irrigation scheme in which a charge for water 
is made , a deficit on the project operation may be more than offset by in­
creased revenue on growing production and commerce. 
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67. In t his connection the habit of governments of not accounting separat el ~• 
for capital and current expenditures often obscures the real results of govern­
ment enterprise . There are also cases where a government makes money available 
either at very low cost, or as equity on which no return is paid , for projects 
which earn revenue. If the revenue is not adequate to provide a reasonable 
return on t he fun0s invested, it must be recognized that the recipients of the 
services or goods provided are being subsidized by the general ta..~payer. On 
the other hand, there have been cases of industrial enterprises clearly un­
able to stand on their own feet, being started by private capital on the 
promise of a high protective tariff or a special tax regime. In such cases 
the general consumer or the taxpayer is providing a subsidy, not for the 
benefit of the private investor, but as price for accelerating industrializa­
tion. 

V. The Supervision of Pro.iects 

68 e Experience shows that,at least for a lender,there are strong arguments 
against the at first sight attractive method of supervi sing a project by means 
of a resident representative . The main disadvantage of this type of super~ 
vision is the risk that the lender will unintentionally but inevitably become 
involved in management decisions which should be the responsibility of those 
r unning the projecto On the other hand, there are risks involved in depending 
exclusively on writ ten reports submitted by the borrower ., Such written reports 
are certainly necessary for the efficient management of the project , and should 
therefore be readily available without the need for special procedures. It is, 
however, often the case t hat the management and organization responsible f or 
the project are not sufficiently experienced or sophisticated t o r ealize the 
importance of such reports or to be able to produce them, and consequently . 
the lender may be obliged t o specify the reports required . It is desirable 
to confirm the information pr ovided by these reports by periodical visits to 
the project, which also provide an opportunity to discuss problems which have 
arisen or may be foreseen. 

69. The ki nd of reports required wi l l, of course , depend upon the type of 
project , but in general their function is to provide up-to-date information 
at r easonably frequent intervals which will show how the actual progress of 
the pro j ect compar es with the physical and financial forecasts ·v1hich uere the 
basis f or the decision to undertake it. This will apply both during the con•­
struction period and during the operating period, although, of course, the 
contents of the reports will be quite differ ent in the two periods • 

. Hashi n6ton , D. C. 
May 19 , 1960 
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ADDRESS OFFICIAL COMMUNICATIONS TO 

THE SECRETARY OF STATE 

WASHINGTON 25, 0. C . 

Dear Mr. 

DEPARTMENT OF STATE 
WASHINGTON 

May 24, 1960 

Enclosed herewith are two copies of the United States 

submission to the Development Assistance Group Ad Hoc Working 

Group on the subject of exchange of information, consultation 

and coordination of development assistance. 

Enclosure: 

U. S. Paper; 

Mr. J . Burke Knapp, 
Vice President, 
International Bank for 

Sincerely yours, 

11 I(,___, ,,(J,4--
Anthony Geb r 

Secretary 
DAG Ad Hoc World.ng Group 

Reconstruction and Development, 
Washington, D. c. 



Dear Mr. Knapp: 

Encl.os d herewith are two eopi of t.h United States 

submission to the velopm nt sis-tan Group Ad Hoc orld.ng 

Group on the subject. of exchange 0£ info ti.on, consultation 

and coordin tion of d ~ lop nt assistance. 

Enclosure: 

u. s. Paper • 

• J . Burke Knapp, 
Vice Presid nt, 
International Bank for 

Sincerely yours, 

Anthony Geber 
s cretary 

DAG Ad Hoc ~orldng Group 

Reconstruction «nd lopm nt, 
Washington, D. C. 



Dear • Knapp i 

Enclosed herewith are two copies ot the United States 

submission to the Developm nt sist.anoe Group Hoc forking 

Group on the subject of exchange of into ti.on• consultation 

and coordination of development assistance. 

Enclosure: 

U. s. Paper. 

Mr. J . Burke Knapp, 
Vice President, 
International Bank for 

Sincerely yours, 

Anthony Geber 
Secretary 

DAO Ad Hoc Working Grou.p 

Recoru,truction and loprnent, 
Wasbil:tgton, D. c. 
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19, 1960 

Dear Mr . Shaffner, 

I Ml forward to you herevi th 25 copi of a 

morandum which we ha pr par for submission to 

the Development s 1 ta.no Group in proper tion for 

th ting in Bonn naxt ·u.11• 

I the Interim Working Party ha any c n · 

or que tions, ve ould, of course, be happy to re­

ceiv them. 

Enclosures 

Mr . Philip Shaffner 
Asst tent Director 

Yours inoer 11, 

s. . Oope 
Director of Oper tions 

Europe, Afric am Australnsia. 

Office of International Financ 
Depar nt of the Treasury 
Pennsylvania AV< .• and 15th St . , N .W 11 

Washington, D, C. 

Jl!Collier:vmc 
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HEADQUARTERS : 

WASHINGTON 2!5 , D . C . 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

TE L EP H O N E KLEBER 25 · 10 CABL E ADDRESS: INTBAFRAD PARI S 

EUROPEAN OFFICE : 

4. AVENUE D ' IENA 

PARIS ( 16 •) - FRANCE 

May 10, 1960 

Mr. Jo Burke Knapp, Vice President 
International Bank for Reconstruction 

and Development 
Washington, D.C. 

Dear Burke: 

Many thanks for your letter of May 2 about plans. I had 
heard from Huvelin just before I went to London last week that 
you had put the Tour de France forward when DAG moved to July 5- 7. 

Our plans are as follows: 

Leonard Rist and I will both be on the Tour de France, will 
come back to Paris on July 1 and join you again in Bonn on the 
evening of July 4. 

Carel de Beaufort will arrive in Bonn some time on July 4 
from Holland with his wife. 

Enticing as two days on the Rhine is I think I run better 
employed back in Paris trying to keep up with things . 

I am going to London the week before the 27th to find out 
what they are going to do at DAG . At present their inclination 
is to concentrate on untied lending . 

Is anyone from Washington going to the BIS Annual Meeting 
this year? 

Yours ever, 
~\ 

-~ I .,.,--
JohnJ)uncan Miller 



FORM No , 57 
( 5- 48 ) 

TO: 

FROM: 

SUBJECT: 

OFFICE MEMORANDUM 
Mr . M. Lejeune 

J. Burke Knapp 1AM 
D.A.G. Meeting f'"\ 

DATE: May 3, 1960 

Returned herewith are the sections of the 
proposed Bank statement on development lending for the D. A.G. 
meeting. 

As I have told you on the telephone, I think 
the Ripman material is too l ong and I have suggested a few 
deletions which would help. 

On the other hand, it seems to me the first 
section, particularly the paragraphs on creditworthiness, can 
and should be built up a bit . For example, a distinction might 
be made at the outset between internal and external servicing, 
with comments regarding the internal servicing from the project 
and the external servicing from export earnings (noting the 
special case of a project which is also externally self­
liquidating) . I would then emphasize the importance of export 
earnings (comparing this favorably with impor t substitution) as 
the basis for external creditworthiness, mentioning the importance 
of commodity exports by undeveloped countries. 

I think it would also be worthwhile to expand on 
the dangers of inflation and the threat which they create to credit­
worthiness . There would also be an opportunity here to discuss 
the problem of the terms of development assistance alo~the lines 
of Mr. Black's last statement to D. A. G., i.e., the danger of pro­
vading development aid on excessively burdensome terms with respect 
to either the pro j ect or to the balance of payments o f the country 
as a whole . 

In the section on sector analysis I would only 
suggest that the case be built up against government participation 
in ventures in manufacturing industry . I think this should be 
presented not as an ideological matter but rather as a matter of 
the immense burdens that the governments of undeveloped countries 
have to carry in discharging public functions and their incapacity, 
both financially and administratively, to take on additional 
managerial tasks, especially those having such an intricate nature 
as the management of manufacturing industries. 

JBKnapp/jb 
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FORM No. 26 (8- 59) 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

DA1E OF 
WIRE: MR 12 

LOG NO.: 

1D: lllRl) amxs lOIAP1> 

FRQ\,f: 

PAR 

TEXT: 

YOUR 

INCOMING 

DUPLICA1E 

WIRE 

ACTION CDPY: 

INFDRMATION 
COPY: 

DECDDED BY: 

INTERNATIONAL FINANCE 
CORPORATION 

ROUTING 
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FORM No . 27 
( 11- 58) 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIRE INTERNATIONAL FI NAN CE 
CORPORAT ION 

TO: 

COUNTRY: 

TEXT: 
Cable No.: 

P. HUVELIN 
SOGEI 
4 RUE D1 AGUESSEAU 
PARIS 
FRANCE 

DATE: APRIL 28, 1960 

CLASS OF NLT 
SERV ICE : 

INTERNATIONAL CONFERENCE WHICH I MUST ATTEND IN BONN HAS NOW 

BEEN SHIFTED FROM WEEK OF JUNE TWENTYSEVENTH TO WEEK OF JULY 

FOURTH STOP WOULD IT BE lHIXX VERY INCONVENIENT TO RESCHEDULE 

OUR QUOTE TOUR DE FRANCE UNQUOTE FOR JUNE TWENTYEIGHTH TO 

JULY FIRST BEST REGARDS 

BURKE KNAPP 

NOT TO BE TRANSMITTED 

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION: 

NAME 

DEPT. 

J.Burk~ ~ p 
U \ ice President 

SIGNATURE ---------------------
<s1GNATuRE OF IN D IVIDU• L AUTHORIZ E D TO AP PR OVE) 

ORIGINAL {File Copy) 

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

For Use by Archives Division 

Checked for Dispatch: _ ________ _ 
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TELEhiOl<E eAe,cenE 1.. ,e 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D. C. 
C ABLE ADDRESS: INTBAF"RAD PARIS 

TELEPHONE KLEBER 25 • 10 

1/ 

PLEASE REPLY TO 

FAP'ti9 en ICE. e'9', ROI!: ee E1t:Li!! 

"""' § \¥ ) . Fflli)ldi e·n· 
PARIS OFFICE : 4 , AVENUE D ' IENA 

PARIS (16') · FRANCE 

pril 25, 1960 

Mr. J. Burke app, Vice President 
Internationa Bank for Reconstruction 

and Development 
Washington, D.C. 

Dear Burke: 

Many thanks for your letter of April 12 about plans. 

1. DAG. Carel and I will certainly be there. Carel will 
be in75'aris to meet and accompany youo I have at present 
planned to spend a few days in London before that with the 
idea of being fully briefed on the UK attitude when I get to 
Bonn. So I will probably fly from London on Monday 27th. -
/ill you include me and Carel in your reservation arrange­

ments so that we all get into the same hotel and he gets on 
he same plane? And can we have copies of the papers you 
ubmit as soon as they are ready - and the minutes of the 

first meeting, which have never reached me? 

2o Tour de France. Neither as touristique nor as gastro­
nomique as the one five years ago, I fear. I will be ready. 

3. Will you be working or on holiday in Germany between 
June 30 and July 4? i.e. Do you want me along too? 

4 . Carel told Leonard Rist about these plans and I gather 
that he is writing to you direct. 

I wish you were to be here for the 29th - and I also 
wish I could be somewhere else - at least while the arrange­
ments (particularly the seating plan) are being made. 

Yours ever, 

John Duncan Miller 
Special Representative in Europe 
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(not for public use) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT DECLASSTFIED 

WBG Archives 
FROM: The Secretary 

CONFIDENTIAL 

SecM60-69 

April 21, 1960 

SUMMARY OF STATEMENT HADE BY MR. UPTON AT THE MEETING 
OF THE EXR::UTIVE DIRECTORS ON APRIL 12, 1960 REGARDING 

THE DEVELOPMENT ASSISTANCE GROUP 

JAN O 8 72::J 

WBGARC!ll L 

The first meeting of the Development Assistance Group (DAG) was held 
in Washington on March 9-11, 1960 pursuant to a resolution of the Special 
Economic Committee which met in Paris on January 12-13, 1960. This resolu­
tion was as follows: 

The Special Economic Committee having been informed of the 
desire of the Governments of Belgium, Canada, France, Germany, 
Italy, Portugal, the United Kingdom, and the United States, and 
the Commission of the European Economic Community, who, in 
addition to their contribution to international organizations, 
are making available or may be in a position to make available 
a significant flow of long term funds to underdeveloped areas, 
to discuss among themselves the question of techniques to 
facilitate such flow of funds, taking into consideration other 
means of assistance to developing countries; 

NOTES: That these eight governments and the Commission of 
the European Economic Comnrunity intend to meet together to discuss 
various aspects of cooperation in their efforts, and to invite 
other additional capital exporting countries to participate in 
their work or to meet with them as may from time to time appear 
desirable, and to consult with such multilateral organizations as 
the International Bank for Reconstruction and Development and the 
European Investment Bank. 

At the suggestion of the United States Government and with the approval 
of the other participants Japan was invited to join the group, and the 
Japanese delegation participated in the meeting on the same basis as the 
other delegations. 

We elected His Excellency Egidio Ortona, Italian Ambassador to the 
United Nations and head of the Italian delegation, as Chairman of the meeting. 
We agreed that our basic terms of reference would be the resolution adopted 
in Paris, i.e., to discuss among ourselves the question of the techniques to 
facilitate the bilateral flow of funds to the less developed countries while 
taking into consideration other means of assistance. We also agreed that 

Distribution: 

Executive Directors and Alternates 
President 
Vice Presidents 
Department Heads 
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the group is an interim organization and that it would meet informally and 
in private. 

I"Ir. Black and Mr. Jacobsson made presentations on policies and pro­
cedures of the Bank and Fund in relation to development in less developed 
countries. A large part of the sessions was devoted to a presentation by 
the U.S. on our policies, institutions and financial arrangements and 
plans for assistance to less developed countries. I led off our presenta­
tion with a summary statement and was followed by detailed presentations 
by top officials of ICA, the DLF and the Elc-Im Bank. After our presentation 
the other delegations made briafer presentations on their development 
programs and policies. Each presentation was followed by questions and 
discussion. The discussion on the objectives of exchange of information 
and consultation, brought out a number of ideas on the spheres of activity 
in which such consultations are most desired, and on possible mechanisms. 
Mr. Black gave his views and offered whatever services the Bank could make 
available in this field. 

Mr. John Fay, representing the OEEC Secretariat, outlined the study 
which the OEEC is now making on the amounts and types of capital flows to 
the less developed areas, and agreed to make available to the Group an 
initial draft of its report. Mr. Black agreed that the IBRD would prepare 
and submit a paper on principles and practices of deve lo:r;.ment lending. We 
also decided that each member would prepare a paper givl.ng its views on 
the best ways and means for developing excha.nges of inf ormation and methods 
of consultation and coordination. An ad hoc worki!:'lg gro-;ip was esta:::,Ll.shed 
to receive and summarize the country papers, as well as to r ece ive the OEEC 
study and IBRD paper. 

In discussion of DAG's relation to the less developed countries, 
emphasis was placed on our intentions that the DAG would deal only with 
general principles and techniques to facilitate the economic development of 
the less developed countries and that not being an operational group it 
would not discuss burden-sharing or deal with any specific region, country 
or project. Ambassador Ortona was requested to inform appropriate agencies 
of the UN and his colleagues from the less developed countries in the UN, 
on an informal basis, about our work and activities. Similarly, I was 
requested to report informally to the Bank in my capacity as a member of 
the host dele gation and as an Executive Director of the Bank. 

The major conclusions which emerged from this meeting were that we 
all recognized the great importance of increasing the flow of development 
assistance to the less developed areas and that we all intended to continue 
to work actively toward this objective within the limits of our resources. 
We agreed that a major step in this effort was the elaboration of individual 
government measures which might facilitate such a flow. Interesting and 
important questions arose relating to the effect of capital assistance on 
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the balance of payments of potential lenders, the difficulties and problems 
experienced by some capital exporting countries in mobilizing their foreign 
exchange reserves for development purposes, the question of tied versus 
untied lending, the difficulties of distinguishing between development 
assistance and export promotion, and the related questions of possible over­
burdening of the less developed countries with too much short-term debt. 

At the invitation of the German delegation, we agreed to hold the next 
meeting in Bonn about the first of July. As major point~ of a tentative 
program for this next meeting we agreed to discuss development lending 
principles, to review and discuss the summary prepared by the ad hoc working 
group on exchange of information, consultation and coordi nation, and to 
hear and discuss a detailed presentation by Germany of its efforts in the 
field of capital assistance. 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

r • 

TELEP FIO:JC l!!iAil!i, iiBPJ It I j 18 
WASHINGTON 25, D. C. 

C AeLE ADDRESS: INTSAF'RA0 PARIS 

TELEPHONE KLEBER 25 • 10 
PLEASE REPLY TO 

I li.RIS 01 I ICE. 07, llue eE LILLE 

FARIS I? ) PRAUSE 

PARIS OFFICE : 4, AVENUE D ' IENA 

PARIS (16') • FRANCE 

April 20, 1960 

Mr. J. Burke ~ 
Vice Presid~PP 
International Bank for 

Reconstruction and Development 
Washington, D.C. 

Dear Burke: 

Probably on account of the Easter holidays 
your letter to Johnnie of April 12 concerning the 
DAG meeting a.nd Huvelin's tour arrived only this 
morning. 

Johnnie being in Madrid, I called Leonard 
Rist to find out whether he will join the meeting 
and the tour. Leonard said that he would write 
you a.bout this • 

With best wishes and looking forward to 
seeing you at the end of June, 

yours, 

Carel de Beaufort 
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FORM No. 75 INTERNATIONAL BANK FOR 
(5 , ~8; RECONSTRUCTION AND DEVELOPMENT 

Date 
4/28/ 60 ROUTING SLIP 

NAME ROOM NO. 

Mr. Knapp's office J.024. 

Action Note and Fi le 
Appropriate Disposition Note and Return 
App rova 1 Prepare Reply 
Comment Per Our Conversation 
Ful 1 Report Recommendation --
Information Si an atu re 

~ 

In i tia 1 To Handle 
REMARKS 

Could you please tell us what 

the subjec of the outgoing letter 

was? ~11--- ' •' -,!-// 

~ . ,JJ,_ ~t~r // 

_,C.A...... ' 

J-/5. 
From up . 1''1..l.eS t''l".l.UU 

-



_..-- SSACHUSETTS INSTITUTE OF TECHNOLOGY 
CENTER FOR INTERNATIONAL STUDIES 

Mr. J . BurkeL 
Vice President 

150 MEMORIAL DRIVE 

CAMBRIDGE 39, MASSACHUSETTS 

International Bank for Reconstruction 
and Devel opment 

Washington 25, D. C. 

Dear Mr. Knapp: 

April 8, 196o 

I am writing to aclmowledge your let ter of March 30 to Dro Rodan . 

Since Dr . Rodan left for a three month trip abroad on April 1, 
I have forwarded your letter to him and also a copy of the address 
which you enclosedo I am returning your original copy to you. 

If you wish to write to Dr . Rodan directly, he may be reached at 
the following address: 

c/o Svimez 
Via di Porta Pinciana 6 
Rome , Italy 

He will be back in Cambridge, Mass . around July 1. 

MOB/ b 

Enc : 1 

Sincerely, 

Sacre 



Hr • • Al4awerelcl 

S. R. Cope 

tou will no 
a · llovtng 

0 tlin• 
. 1n t 

Ml". Co 
. t.t 7'0U C - ,~., ..... 

tree to var, 
be left for th. t 
•• te r'. 

Attac nt 

cos • J , ke pp 
Mr. J . H. Colller 

SRCopeu10 

A ril 6, l 
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CHIEF OF U.S. MISSION TO NATO 
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NO OBJECTION TO PROPOSAL CONTAINED YOUR LETTER MARCH TWENTYSIXTH 

BEST REGARDS 

EUGENE R BLACK 

NOT TO BE TRANSMITTED 

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION: 
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UNITEO STATES MISSION 

TO THE 

NORTH ATLANTIC TREATY ORGANIZATION M1i o o) '"' R 
I-H1 0 u EC'D 

AND EUROPEAN REGIONAL ORGANIZATIONS 

OFFICE OF 

CHIEF OF MISSION 

Dear Gene: 

OTAN-NATO 

PLACE DU MARECHAL DE LATTRE DE TASSIGNY 

PARIS X VI ~ - FRANCE 

March 26, 1960 

Early this week I was in Washington and called you up 
but found you had left for southern parts. So this letter 
will have to take the place of a conversation. 

We are making very good progress with our Group of 
Four, but the great problem is to whip it all into the 
shape of a report and to button up the odds and ends. 

One question we have been wrestling with is that of a 
name for the new organization. I have forgotten whether we 
discussed this together. The neutral countries don't like 
the word "atlantic" or "western". We could call it simply 
"OEC", but that is very general and too much like the old 
name. 

We have been searching around for something which 
would give a new flavor and, particularly, which would 
show that this organization is thinking not in terms of 
the Atlantic Community alone, but of doing its duty with 
respect to the outside world. 

As a net result of this, we have pretty well agreed 
that the best way to do this is to add the word "development" 
to the title, recognizing particularly the functions of the 
DAG Committee which will become a part of the new organization. 
The title would then read "Organization for Economic 
Cooperation and Development". This has a great many 
advantages in giving a new slant to the new organization. 

Someone 

The Honorable 
Eugene R. Black, 
President, 
International Bank for 

Reconstruction and Development 
1818 H Street, N.W. 
Washington 25, D.C. 



The Honorable 
Eugene R. Black -2-

Someone has raised the question whether there would 
be any confusion between this and the IBRD or IDA, and 
we wanted to make sure that you knew about it, and saw no 
insuperable objection, before our report came out. 

There are, of course, many things in development 
which the new institution can do other than providing 
directly large sums of money. These include technical 
assistance, opening up their investment markets for 
financing of foreign projects, and a policy of trade 
liberalization which will help to provide markets for 
countries by way of development. 

~( 

It would help me greatly if I could have a wire 
from you on receipt of this letter to the effect that 
our use of the word "development" in the title would not 
worry you. 

With all best wishes to you and Sue from both of 
us, 

Sincerely yours, 

) 

W. Randol~n Burgess 
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FORM No . 58 
( 5-48 ) 

TO: 

FROM : 

SUBJECT: 

INTERNATIONAL BAN K FOR RECONSTRUCTION AND DEVELOPMENT 

Mr. S. R. 

OFFICE 
~ / 

Cope ~ 

EMORANDUM 
DATE: March 17, 1960 

D.A.G. ./ J 

J. Burke Knapp; 

/ \ ' 
Returned herewith is the set of papers relating 

to the DAG meeting. You will note that the summary record of the 
third day refers to the preparation by the Bank of a paper on 
"Development Principles and Practices". For some reason, however, 
the "Statement to the 20 Governments" does not allude to this paper. 

Att. 

JBKnapp/js 



Mr. Eugene R. Black 

J. Burke Kn pp 

Su geat d Topics for your Talk with • Dillon 

rch 16, 1960 

1. 
ahould rticipate 
f.asue ari ea which 
Se aion ( •• • a r 

nk attend nee at D.A.G. ting• - w 
fully ln these t1nga unl •• apecial 

e the roup want to go 1n o xecu ive 
1 arm•twiatin e aeto on burdon•eharf. g). 

2. Future m ettng■ of the Indian coneortium. 1n 
view of Upton's cence at lat urd y'a ting wo uld 
like to b r aaaured that the U.S. Covernme t wants u to ro 
ab d it th• ea ion in conn cti 
Y ar Pla • 

3. lnter-
entbuaia about th nk h 

In vi of Mr. Dillon'• 
last w ek what are hi■ 

thoughts oa to wher it fita in? 

4. Brazil - Lafer 11 vtaittng aahtngton at the d 
of this w k nd her ta much ■ culation aa to hr the 
U.S. 1• tting r dy to provide financial •••i• in apite of 
the 1 ck of agre nt betw Brazil and ti» DO'. 

5. Volt and Roaeir •· You ht 
proj eta•• thin that wear rking on very 
on which may want to organue international co 
provid financing suppl nt1ng nk loans. 

tt thea 
ctlv ly and 
rtia to 

6. Bank borrowing ln the U. s. market. In vi of 
Julian Balrd'a ruction in th case of our laat bond lHu you 

y want to have at least a pr llminary dtacuaaion with Mr. Dlllon 
re rdlng future access by th Bank tot u. • rk t. lbe in 
Point you may want to ke at this t ia simply that we bav b en 
lay ing off the r t for a lona t (fr Noi1realber 1958 to 
J nu 196~) and that w y OCN bav to be c ing back one in a 
while. 

7. Finally, joint oper tiona with th DLF invol :ug 
local currency financing. I learned fr Hart rry yest relay that 
Vance Brand want d to talk thia tt rover with hie ard soon and 
would like to ve a note from ua cooflml g the converaation which 
we had a co ple of wee• a o. I ve pr par a draft of such a note 
which I hope to• you before lunch. 



• Knapp March 11, 1960 

I. H. Mendels 

Development Assist ance t o India r eting - Saturdcy-, 12, 1960 

The following arrangements have been made f or t e eting at 10: 00 a . m., 
March 12, 1960 on Developioont Assistance to I ndia: 

1. The Guard Iesk has been furnished with a list of Delegates . 

2. 'l'\-10 elevators will operate . 

3. Board Room arranged ins e or r as 1959 meeting . 

4 • .Amplificat ion will be in operation . 

5. Coffee will be served at 11:00 a . m. 

6. A list of Delegates is attached. 

At t acruoont 

llloucet:neb 



Mr . Eugene R. Black 

J. Burke Knapp 

Mr. Upton '· ch to the Developnent Asst tance Group 

rch 10, 1960 

Att ch d ts the text of • Upton ' s t lk to the velopm nt 
Assistance Group y sterday . I have marked a fe pa ea which you 
might find of special int rest . 

On pages 2-3 Upton put in a tron plu for supplemental 
contribution• to IDA by Europ n countries . H al o ntion on 
page 3 the id a of European purchas s of the bond of the Int r­
.American Development B nk. 

On pg 7 appears his response to your speech. I hav lr ady 
r rked to you upon the pass g in the middl of the pag . H then 
goes on to defend the U. S. ti d loans. 

JBK:rb 



DEVELOPMENT ASSISTANCE GROUP 

Ways in which DAG members could augment 
the funds of the IBRD and IDA 

PART I - IBRD 

1. Accelerate release of 18% subscriptions. Release schedule 1961 and 
thereafter is as follows (in millions of dollars): 

Belgium 
France 
Germany 

6.o 
12.0 

7.8 
12.0 
7.8 

12.0 
7.8 

12.0 

2. Lend IBRD untied money on long-term basis. This money could be lent 
by the government or any of its agencies, as for

11
example development 

and lending agencies such as the Kreditanstalt fur Wiederaufbau in 
Germany or the Caisse de Depots in France. The transaction could 
take the following forms: 

(a) Subscribing to pa.rt of a. public issue of IBRD bonds. 

(b) Subscribing to a special issue of IBRD bonds created 
for the purpose. 

(c) Lending money to the IBRD. 

Any convertible currency would be accepta,ble. If however the trans­
action were in the currency of a member other than the member provid­
ing the money, the member whose currency was concerned would have to 
agree. 

3. Grant necessary consents and otherwise facilitate: 

(a) The marketing of IBRD bond issues to the public. 

(b) The placement of IBRD bond issues with institutional 
investors. 

(c) Loans to IBRD by a single institution or group of 
institutions. 

Any convertible currency would be acceptable. If however the trans­
action were in the currency of a member other than the member provid­
ing the money, the member whose currency was concerned would have to 
agree. 

4o Repay in advance of maturity loans granted by the IBRD to DAG members 
or facilitate their own investment institutions to acquire these loans 
in advance of maturity. The following amounts were outstanding at 
December 31, 1959 (in millions of dollars): 



-2-

Belgium 44 
France 217 
Italy 156 
Japan 185 

6o3 -
(In many cases repayment would create local refinancing problems 
for the entities carrying out the projects.) 

5. Make loans or give grants for projects 1m conjunction with loans 
by the IBRD. (For example, Indus) 

6. Buy portions of IBRD loans made to other countries, the purchases 
taking the form of: 

(a) participations 
(b) portfolio sal.es 

7. Grant necessary consents and otherwise facilitate invesunent in­
stitutions and funds to buy portions of IBRD loans made to other 
countries. These purchases should take the form of: 

(a) participations 
(b) portfolio sal.es 

PART II - IDA 

1. Accelerate payment of instalments under Article II, Section 2. 

2. Subscribe to general or individual increases of capital funds 
under Article III, Section 1. 

J. Provide supplementary resources under Article III, Section 2. 
These may be provided in the currency of the member providing 
the resources or in the currency of another member, unless that 
member objects. The terms on which supplementary resources are 
accepted have to be agreed between IDA and the member concerned. 

4. Make loans or give grants for projects in conjunction with fin­
ancing provided by IDA. 

March 10, 1960 



DEVELOPMEBT A§§IStANCE GROUf 

Ways in which DAG me · bers could augm nt 
the f'unda of th IBBD and IDA 

PARf I - IBRD 

1. Accelerate release of l.8j eubscriptioms. Bel se schedule 1961 and 
thereafter is as follows (in million of doll re)a 

l22l ~ ~ ~ 
Belgium 6.0 
Franc 12.0 12.0 12.0 12.0 
Ge ny 7.8 7.8 7.8 

2. Lend IBRD untied on yon long-t basis. This money could be lent 
by the government or any or its agenci s, as for "example development 
and lending a encies such as the Kreditanstalt fur Wi deraufbau in 
Germany or the Caisse de Depots in France. The tr ns ction could 
t ke th following forms: 

(a) Subscribing to part of public issue of Il!IRD bonds. 

(b) Subscribing to a special issue of IBRD bonds created 
for the p~se. 

(e) Lending money to the IBRD. 

ny convertible QUI'I"ency vould be acceptable . If however the trans­
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ing the money, the member whose currency vs. concerned would hav to 
agree. 

). Grant necessary consents and oth rwiae f acilitate= 

(a) The r eting of IBRD bond issues to the public. 

(b) The placement of IBRD bond is uee with institutional 
inv store. 

(e) Loans to IBRI> by a single in titution or group of 
institutions. 

Any convertible eurrenoy would be acceptable . If however the trans­
action were in the currency of a member other than the ember provid­
ing the money, th ember whose currency was concerned would have to 
agree . 

4. Repay in advance of turity l ns gr nted by th IBRl) to DAG embers 
or facilitate their ow investment in titutiona to acquire th se loans 
in advance of msturit7 . The follovin amounts were outstanding at 
Dece ber 31, 1959 (in millions of dollars)t 



Belgium 44 
France 217 
Italy 1$6 
Japan l6S 

603 -
(In maey- caeea repayment would c at local re.tin c 
for the entities carrying out th projects.) 

problem 

5. Make loan or give grants for proj cts in conjunction with loans 
b7 the IBRO. (For ex~le, Indus) 

6. y portions of IBRD loans ma.de to oth r countri a, the purohues 
taking the fo of: 

(a) participations 
(b) portfolio al a 

7. Grant nee s ary con ent and otherwise f cilltate inves nt in­
stitutions nnd funds to buy portion of I RD lo ns de to other 
countries. These purcbas s shoul take the f orm of: 

( ) p rticip tion 
(b) port.folio le 

PART II - ID 

1. Accelerate payment 0£ int laents under Article II, Section 2. 

2. Subscrib to general or individual increa es of capital. funds 
under Article III, Section l. 

J . ProVi e au ple .~ary sourcee under Artiol III, Section 2. 
hese y be provided in the currency of the m r providing 

the r ourc or in the currency of another mber, unles that 
ber objects. The tera on which supplement.ary resource are 

accept d ha~ to be agreed betw en IDA and the ber cone rned . 

4. ke loans or give grants for projects n oonjW1Ction with fin• 
anoin rovided by IDA. 

March 10, 1960 



DEVELOPHgT ASSISXA E GROUP 

We.ya in which DAG ber could augment 
the fund.a ot the IBRI> and mA 

PART l - ImlD 

1. Aocelerat release ot l.Si subacripttona. 1 se schedule 1961 an 
thereaf'\er 1s as followe (in milllona of dollare)a 

~ ~ ~ 12M 
Belgium 6.o 
France 12. 0 12.0 12. 0 12.0 
Ge1"1Dan1 7. 7.8 7. 

2. Lend IBRD untied ney on long-te baeia . '?his ne7 could be lent 
by the overnm.ent or aey or its agenci••• • tor., mple develop ent 
nd lending agencies auch aa the Kreditanstalt f'Ur Wiederauf'bau 1n 

a rmany or th Caisse de Depots in France. Th tr nsaction could 
take the following to t 

( ) Sub cr1bing to part of public is6\le or I RD bonds. 

(b) Sul> cri'b1ng to special 1 sue or l RD bonds created 
for the pu - se. 

(c) Landin money to the IBRI>. 

Any convertible currenc7 would b acceptable. It however the tran -
action vere in th eurr ncy ot a ber oth r than the ember provid-
ing the money, the me ber wbose currency was concerned would veto 
gre . 

3. Grant nee es ry con ents nd otherwise ti cili te t 

(a) The r eting of IBRD bond iaeues to th• publio . 

(b) The plaoem at of IBRD bond i sues with institutioMl 
investor. 

(c) Loans to IBAD b;y a single institution or group ot 
institution.a. 

AQy convertible currency would be ocept bl . Ir however the t -
action were in th currency or a ember otb r th n the ber roVid-
ing the mone,, th ber whose currene;y s concern d would ha.v to 
agree. 

4. Repay in advance of turi ty lo na gr nted by th.e IBBD to DAO me111oer 
or facilitate their own !nv s ent institutio to acquir these lo ns 
1n ad-v: nee or turit:7. 'l'h follovin unto were out tandin at 
I>eoember 31, l9S9 (in llions of c:lollare)s 



Bel 1 44 
France 217 
Italy 156 
Japan ~ 

603 -
(In maey caHa repayaent. would c te local retin ci probl 
for th nt1ti C&IT.f out the projects.) 

S. e loan or g1v grants for pr jeot in conjunction with loane 
by the I • {For example, - us) 

6. y portions of IBRD loana 
taking th form of: 

( ) participatio 
{b) rtfollo sal 

tooth r c triee, th puroha a 

7. arr cons nts and otherwise r cili tate inv stMnt in-
nd tun to y portion of I ) loa de to oth r 
Thes pur-0hasea should take t e fo ofs 

( ) participation 
(b) por-t,.rolio a 1 • 

1. Acceler .te payment ot inst laents under Article II, Section 2. 

2. Subscri to g neral or 1ndi vi l 1nore es of capi ta1 funds 
und r rticl III, Section l. 

J. Provide supple .. tary ources undi r rticl III, S ct1on 2. 
These ms;y be provided in th currency ot th MllllDer providing 
the re ourc or 1n the currency of anoth r meillber, unle s that 

ber object. The t on which uppl :nt.ary re ources are 
accep d have t.o be ed between IDA the er cone med. 

4. ake lo s or giv grant for projects 1n conjunct1a with t1n­
noing rovided by IDA. 

March 10,160 
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( ) 

(b) 

W in vbich DAG memd>or■ could augaent 
the fund• ot the I and ID! 

leaae or ■u'btcrtp iomJ. 1 •• schedule 1961 
1a • • follow (in millio ot do re h 

.12ial ~ J.til 1261. 
6.0 

12.0 12.0 12.0 12.0 
7.8 7.8 7. 

on lo • 1■• Thi be lent 
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aueh a th ms lt · u 1n 
e Depot e. The could 

I 

pu,bllc ia e of l RD 'bonde. 
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ing the money, h • r Whoa• curr 07 was concerned would ,,. to 
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6. 

Bel ium 1a4 
France 217 
Italy 156 
Japan ..l!i, 

60) 

(In 111aey caaea repayment. would create local retinanci problems 
tor the entities calT)'1,rlg out th projecta.) 

Make loans or , 1ve grants for proj eta 1n conjunction. with loane 
by the IBRO. {For e.xam:ple, lndu) 

Boy portions of IBRI> loana ude tooth r countries, the purchaaea 
taking the fora of1 

(a) participa 1ona 
(b) portfolio aalea 

7. Orant neceeaary cona nta and oth rvise f cilita in atmant in­
stitutions nd funda to buy portions of I RD loa aade tooth r 
countrlee. These purohaaee sbould take the tom of: 

(a) part1cipat1ona 
(b) port1'ol1o aalea 

PART II - IDA 

1. Accelerat payment of 1nstalaenta under Article II, S ction 2. 

2. Subscribe to general or 1nd1vidu.al increa,see ot capital tunda 
under Article III, S ction 1. 

). Provide supple 1tar,1 resources und r Article III, Section 2. 
These 11&7 be prmded in the currency or the member proTi.cling 
the nsourcea or in the currency or anoth r memb r I unless that 
member objects. The teraa on whieb uppla.entary resources are 
accepted have to be agr ed between IDA Uld the ber cone med. 

4. Make loans or give ante for projects in conjunction with t1n• 
ancing provided b7 IDA. 

March 10, 1960 



Wq• in which DAG bera could augaent 
the fund.a ot the IBRD nd IDA 

RT 1 - llRD 

1 . Accele t leue or l.Sj aubecr1ptio • 1 • schedule 1961 nd 
therearter 1a follow• (1n million ot dollara): 

Belgium 
r ce 
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1291 
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12. 0 
7.8 
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(b) Subscribing to 
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bo ian a tot• ubllc . 

in 1 tional 
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or r. cilitate th 11" ow invee nt institution to cquire th••• 1 ns 
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1/ 
SOME PRINCIPLES FOR DEVELOPMENT ASSISTANCE; 

I greatly appreciate the opportunity to participate in 
the present ffieeting. You will be examining the questions of how 
to increase the supply of capital for the less developed countries 
and how to assure the application of that capital in ways most 
conducive to economic growth. These are matters on which the 
World Bank has had experience, and I should like to give you my 
own interpretation of what this experience has shown and how it 
can help point the way toward a more effective coordination of 
development assistance. 

The countries of the free world - developed and less 
developed alike - are faced today with an immense challenge - the 
challenge of the human condition in their poorer areas. The 
resources now being devoted to meet this challenge are plainly 
inadequate. Resources are indeed building up as the economies of 
the less developed countries themselves gather momentum and as the 
more developed countries come to a deeper appreciation of their 
responsibilities. But there is no room for waste or for mis­
directed efforts. So far as development assistance is concerned, 
I believe that we are driven to two conclusions: 

First, that this assistance must be administered with 
single-minded attention to the interests of development in the 
recipient country concerned, and 

Second, that its main weight must be directed toward 
those countries which are prepared to do their part in summoning 
up their own resources and in developing their ovm absorptive 
capacity for external aid. 

Let me define a few principles which in my view must be 
observed if capital invested in economic development is to serve 
effectively the interests of the less developed country concerned. 

For a start, this means rational choice of the investment 
project, uninfluenced by extraneous political or commercial motives 
and undeterred by fear of creating new competition for established 
interests. 

Next, this means execution of the project with maximum 
technical efficiency. In particular, the principle of procuring 
the necessary supplies and services in the cheapest market, i.e. 
through free international competition, marks the watershed 
between investment projects administered solely in the interest 
of the less developed country and those giving weight to other 
interests and motivations. 

1/ Text of statement delivered by Mr. Eugene R. Black, President 
of the World Bank, at a meeting of the Development Assistance 
Group in Washington D.C. on March 9, 1960. 
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Thirdly, this means that the terms on which external 
development assistance is provided must be reasonab l y related 
to repayment capacity , both of the project itsel f and more broadly 
of the economy of the recipient count r y . 

We in the World Bank have tried to follow these principles. 
The Bank is indeed a banking institution, which seeks to act with 
all the prudence necessary to protect its financial integrity. But 
it is a l so a bank for its borrowers. It is in their interests, as 
much as in the interests of its bondholders, that the Bank tries 
to ensure that its investment projects are soundly selected, 
designed, and executed. Moreover, in rejecting unsound loan 
proposal s the Bank, I am also convinced, acts in the interests of 
its borrowers. No greater disservice can be render ed to a 
capital-importing country than to encourage it to embark on 
uneconomic or badly engineered projects or to lo;i.d it up with 
external debt beyond its reasonable repayment capa~ity . And it 
is surely not in the interests of the less developed countries as 
a group to al l ow any country to draw upon the prec ious pool of 
external deve l opment funds if it is not adequate iy mobilizing its 
own resources or adequate l y preparing itself to absorb such external 
assistance as becomes available to it. 

What then of bilateral development assistance programs? 
In my opinion they too will achieve their stated purposes only in 
proportion to the extent that they observe the foregoing principles. 
Is this a counsel oi perfection? Perhaps. There are no doubt 
deep-seated inherent difficulties in achieving the administration 
of any nation's aid program so largely in the interests of the 
recipients. The ap?eal to long-range enlightened sel f -interest -
powerful as I personally believe this appeal to be - cannot be 
expected to triumph universally over more self-centered motives. 
And even if a country providing bilateral development assistance 
does succeed in eliminating from its program all extraneous 
political and commercial influences, it is still another step to 
convince the recipient countries that this has been accomplished. 
Yet until they are so convinced, they will not readily accept 
conditions on development aid, even where these conditions are 
clearly designed merely to assure effective use of the funds and 
hence to serve the recipient's own self-interest. Judging from 
the Bank's experience, I would say that the great majority of the 
less developed countries are far more receptive to advice and 
guidance, not onl y on the detailed planning and execution of 
~articular projects but also on matters of broad economic, financial, 
and development policy, if this is forthcoming from an international 
and professional agency whose objectivity they may feel that they 
can fully trust. 

I now go a step further and state my conviction that 
coordination of development assistance , either between national 
bilateral programs alone or also with programs of multilateral 

) 
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e ge:ic:.es, will succeed only in pr opor t i on to the extent that the 
participants acknowledge and accept principles such as those that 
I have outlined above. This is really only to say that agreement 
upon object~ves must precede agreement upon means. Coordination 
of development assistance will be very difficult t~ achieve if each 
country administering deveiopment aid is seeking <lLfferent political 
or corunercial ends. To give only one example, iI a country relies 
upon export credits primarily to pron,ote its export trade, "co­
ordination'' would be self-defeating. The best that can be hoped 
for in this case is to put some kind of limit on c.redit competi­
tion, as has been done by the Berne Union for example in 
agreeing upon its "five-year" rule . 

Let me say a word more about the terms of repayment of 
development assistance, a subject on which I am afraid some 
dangerous illusions still persist. The fact is that there has 
been a sharp increase in the external debt of less developed 
countries in recent years, and many of these borrowers are near­
ing the limit of their capacity to incur further foreign exchange 
obligations on conventional loan terms. A book published by the 
Bank in 1958 entitled "Debt-servicing Capacity and Post-war Growth 
in International Indebtedness", reviewed the accumulation of 
international indebtedness through 1955, and we have just issued 
a supplementary study carrying the analysis through 1958. During 
the three years 1956-53, for example, external medium-and long­
term debt nearly doubled among the low income countries of Asia, 
the Middle East, and Africa; it increased by 4G% in Latin .America. 
In both groups of countries it reached about $5 billion at the 
end of 1958., and further expansion has taken place since . While 
these figures alone may not be unduly disturbing, our study sug­
gests two conclusions: first, that in many countries too great a 
proportion of development aid has taken the form of debt which 
has to be repaid in foreign eJcchange, and, secondly, that of that 
debt, too great a proportion is short- and medium-term debt, 
mainly of the supplier credit variety , the service of which places 
a heavy burden on export earnings during the next few years . 

The proposal for an International Development Associa­
tion is based upon a recognition, in the multilateral sphere, of 
the need to provide additional development funds on more flexible 
terms than those applicable under conventional loans . Aid pro­
vided by national governments and their agencies has for many 
years been partly on a grant basis ; the principal colonial powers 
have had much experience of this type of assistance to their own 
territories. In the United States the Development Loan Fund has 
been making long-term development loans to less developed countries 
repayable in the currency of the borrower . In general, however, 
there has still not been adequate recognition of the demands of 
economic growth. Development in the less developed areas is a 
very long-term problem, and at best requires very long-term money 
if it is to be soundly financed. Indeed in some countries, the 
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achievement of a ~asurahle degree of economic progress requires 
external development assistance on a scale far surpassing any 
realistic expectation of the recipient country's capacity to 
repay on conventional loan terms. If development assistance is 
given on terms which are too burdensome, it will overload and 
eventually break down the structure of international indebtedness, 
with grave consequences for sound development fitancing. 

Needless to say, I do not advocate providing develop­
ment assistance on 11 easy 11 terr:is (or indeed on any terms at all) 
to countries whose lack of creditworthiness for conventional 
loans arises from their pursuit of unsound economic and financial 
policies. Some of the countries which suffer today from exces­
sive external debt find themselves in this plight only because 
of serious failures in their own performance coupled in some 
instances with chronically uncertain prospects for their export 
earnings. No development assistance is worthwhile if it is 
merely a palliative for mismanagement. But this only underlines 
the necessity for insisting on the proper conditions for develop­
ment assistance. 

This brings me to the second principle which I enumerated 
at the outset: the principle that the less developed countries 
themselves must play their part to summon their own resources and 
to plan their o~m development. Indeed it is here that the primary 
attack upon the problem must be made. There can be little justi­
fication for continuing, let alone for increasing, development 
assistance unless recipient countries take steps to assure that 
such assistance can be effectively employed; and on the other hand , 
it is the recipient countries themselves who must in the end 
assume the responsibility for deciding the direction that their 
development should take. 

Many underdeveloped countries are making the effort, 
adopting the policies and creating the institutional structure 
conducive to economic growth. And with greater economic and 
financial stabil ity, improved organizational methods, and 
generally greater "absorptive capacity", this is creating greater 
opportunities for effective deve~ o ent assistance. In a way , the 
most important work of the Bank ·eJ nical assistance to our 
member countries directed toward · objective . The 17 general 
survey missions organized by the Bank at the request of govern­
ments have suggested targets and directions for development over 
5-10 year periods , and have offered recommendations concerning 
public investment priorities and financial and economic measures 
necessary to the success of a proposed development program. The 
Bank has helped to establish machinery in many less developed 
countries to coordinate development policies and investment 
decisions, and in several cases has detailed staff members to 
work with the government concerned in formulating or carrying out 
a development program. Survey missions and resident representa­
tives have likewise been concerned with the problem of encouraging 
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domestic savings and creating new institutions to channel savings 
into productive investment. Finally, through its training programs, 
and especially through our Economic Development Institute here in 
Washington, the Bank gives officials responsible for preparing and 
executing developraent programs in less developed countries an 
opportunity to broaden their knowledge of the problems and techniques 
of economic development. We expect to continue and expand activi­
ties such as these, and thus to help make more effective not only 
our own financing, but financing from other sources as well. 

I now come more concretely to how the machinery of the 
Bank (and IDA) may perhaps help to achieve a more effective co­
ordination of development assistance. Of course a country may 
always lend additional direct financial support, on appropriately 
long or "easy 11 terms, either to the Bank or to IDA. But I have no 
doubt that the countries represented here will also desire to have 
their own bilateral programs, and there is surely much that can be 
done to focus these programs on common development objectives, 
once these are agreed. 

I would like to suggest that there are two things that 
the Bank and IDA can do in this field, namely to take the lead in 
establishing financial consortia to provide money for specific 
development projects or programs, or more broadly to provide 
facilities for the exchange of information or for international 
consultation on development assistance matters. 

The first course contemplates joint or parallel opera­
tions, with bilateral assistance from one or more countries 
directed toward projects or programs to which the Bank or IDA is 
giving financial support. This technique is illustrated by the 
discussions concerning outside financing for the $1 billion pro­
gram for the Indus Basin. As you know, the governments of 
Australia, Canada, Germany, New Zealand, the United Kingdom and 
the United States have agreed, subject to necessary legislative 
authority, to participate with the Bank in meeting the cost of 
the program which would be administered by the Bank. Additional 
opportunities for this sort of collective approach will 
undoubtedly arise, especially in the case of single large projects 
located in small or newly-emergent countries which would have 
difficulty in providing the assurances normally sought by con­
ventional lenders. In most cases, this technique requires that 
governments be prepared to provide funds, if not as grants, at 
least on long or "easy" terms. 

The organization of joint financing consortia also 
raises the question of tied versus untied aid. I cannot too 
strongly urge that bilateral assistance be made available to the 
greatest possible extent on an untied basis. As I have a ready 
pointed out, tied aid often compels the recipient to pa 
equipment or services than he would if he were free to -&i~~"-fil 
the cheapest market. To the extent that the recipient's 
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of choice is restricted and he is deprived of the benefits of 
international competition, the value of assistance is diminished. 

This is not to say that ways cannot be found to administer 
tied fur.ds on a sound basis, and the Bank is prepared to discuss 
this subject with member government at any time. If, for example, 
contracts were let for a project on the basis of international 
competition, they could quite properly be financed with tied funds 
if each of t he governments of the supplying countries made avail­
able the necessary amount on suitable terms. To make tied funds 
acceptable, t wo conditions have to be fulfilled: first, that the 
use of tied funds does not influence the pattern of procurement 
and, secondly, that the tied funds are provided on terms as to 
interest rate and amortization which are within the payment 
capacity of the debtor. Since, however, not all capital goods 
exporting countries are in a position to finance their own capital 
goods exports out of their m-m resources, a f fully competitive 
system can operate only if a substantial proportion of development 
aid is on an untied basis. I would, therefore, urge all capital 
exporting countries to give their development assistance without 
strings to the maximum extent possible. 

The Bank (and IDA) would be prepared, at the request of 
any capital-exporting country, to review with that country the 
development needs and possibilities, and the economic position and 
prospects, of a less developed country or countries. Such consul­
tations might help both to identify the projects of greatest 
developmental importance, and to facilitate decisions concerning 
the t ype of aid most appropriate to the particular recipient 
country's repayment capacity ; a conventional loan, a 11soft 11 loan 
or an outright grant. These consultations would supplement the 
information we already provide to members, through t he Bank's 
Executive Directors, in the form of economic reports, normally 
prepared as an aspect of the Bank's own loan operations, and 
brought up to date from time to time. These reports describe a 
country's economic situation and prospects and its development 
problems and potentials, and appraise its capacity to incur 
further external debt. The World Bank has also begun to make 
available to governments, periodically, and through the same 
channel, data on the composition of the external public debt of 
some 40 members, together ,-dtn projections of service payments. 
Such consultations might also help to achieve some rationaliza­
tion and coordination of export credit financing, leading both 
creditors and borrowers to give more attention to a correspondence 
between the life of the credit and the repayment capacity of the 
borrower, as well as to the soundness and economic priority of the 
project for which the financing is obtained. 

Another form of consultation which may prove useful in 
special circumstances would be conferences between the Bank (and 
IDA) and a group of capital-exporting countries, looking to a 
joint program for dealing with the investment requirements of a 
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particular recipient country . The meetings convened by the Bank 
with a group composed of the United Scates, the United Kingdom, 
Germany, Canada and Japan, and directed toward consideration of 
India's needs for external financial assistance, is an example 
of this approach. 

These are the areas in which the Bank now sees possi­
bilities for useful coordination between its own operations and 
bilateral programs, to the end that all forms of development 
assistance may be directed to the most productive nses . Others 
may appear as our discussion proceeds. I we l come the opportunity 
for the coordination and exchange of ideas which these discus­
sions provide, for it is in the end sound principles of adminis­
tration which will determine whether development assistance will 
achieve the results we all seek in the interests of the recipient 
and capital-exporting countries alike. 



Mr. J. Burke Knapp 

J. D. Miller (}~ 

Development Assistance Group 

March 8, 1960 

Among the questions that may be brought up during the meeting 
are: 

1. The Bank will prob bly be asked to keep a list of recommended 
projects as a guide to members wishing to provide bilateral assist­
anc to specific countries. We should explain that the viability 
of a project is often uncertain until late in the negotiations for 
a loan and that it wow.d not be possible to compile a list which 
would be of any use. It should be possible in some cases to give 
more general advice such as whether a particular under-dev loped 
country is in a position to absorb more foreign investment~to ad­
vise on which sector of the economy is in most need of aid. 

2. We may be consulted on whether DAO should have a secretariat 
and, if so, where it should be. A very sma11 secretariat seems to 
be needed (ii' not, the host country will have to provide an ad hoc 
one for a few weeks before each meeting - an unsatisfaotory-eX:­
pedient) and the lo cal place for it is within the reconstituted 
OEEC. The advantages of this solution are that the new OEC (if 
that is what it is to be called) will be essentially an organiza­
tion of the capital-exporting countries and that Europe is the best 
place for the secretariat 0£ group with six European countries out 
of eight. The main disadvantage is that however small the actual 
DAG secretariat was kept,the knovledge that it had the re ources ot 
OEC behind it might encourage the Group to give it jobs ~hioh the 
OEC secretariat would do. 

3. We may also be asked about the feasibility of keeping st -
tistios of governmental aid to under-developed countries. The OEEC 
made such a study 1n 1957 for their members but it was not published. 
They are now., as a result of the Council meeting in January 1960, 
bringing this study up to date. The U.S. Government publishes very 
full statistics of its aid broken down into countries and types of 
project. If other countries did the same or provided the figures 
on a confidential basis, a ama.11 staff could produce a report every 
six months for DAO. As the OEEC have started on this task (as a 
one shot operation) they s em the logical people to continue. But 
th Bank should be prepared to undertake it provid d the countries 
are prepared to cooperate. Ii. would be impo sible to colJe ct ta­
tistics of private investment in under-developed countries. 

4. We may be asked in what form the Bank or IDA could accept and 
use funds which member countries might wish to put at its disposal. 
The Bank can accept untied money and, if necessary, make a special 
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issue an the model of the Swiss Government loan. It can also in 
certain circumstances (e.g. Indus) .form a syndicate thr012gh which 
bilateral loans ean be made. IDA should be able to be more nex­
i .ble in accepting and using special contributions. It should be 
able to accept funds designated for a specific borrower or project, 
but it should also keep the right to refuse them. 

cc: Mr. S. R. Cope 

J ller : r 
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M. M. 1endels 

Lunch on March 10, 1960 - DAG 

• Black I s luncheon on Mar ch 10 f or the Development Assistance Group 
will c onsist of : 

(a} The State Room, Hay.flower otel, 1 : 00 p •• 

(b) A full bar will Le provided. 

(c) 1enu 

Pea Soup (puree) 
Celery an Olives 
Mixed Grill (fii&h fo r those wno request it) 
Vegetables and r, al.ad 
Vin Rose 
Sherbert 
Coffee 
Liqueurs 
Cigarettes and Cigars 

( 1 w-ers) 

(d) Ei ht tables , seating 10 each. 

(e) A receiving line and an announcer . 

(f) Suggested guest list , attac1e~. 

A draft timetable of t11.e 1.1.<:h)ti n 6 , a.s ;. eccived fro. t.uc SL te Tu artment, 
is also attached. 

Attachm::mts 

LDoucet :neb 
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ORGANISATION FOR EUROPEAN 
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BUREAU DU PERSONNEL SCIENTIFIQQE ET TECHNIQQE 

OFFICE FOR SCIENTIFIC AND TECHNICAL PERSONNEL 

Tel. : TRO 32 -20 . 46-10 - 74-30 - 76-00 

REFfRENCE OSTP /60/885 
RFL/js/613 

Dear Dr . Rist , 

2, rue Andre-Pascal , PARIS-XVI• 

TeJegrammes : EUROPECONOMIE 

1st r-:tarch, 1960 

Following our most interesting discussion on Saturday 
I am now sending you a copy of a paper prepared by 
Mr 0 Alan Day of London University on "Economic Aspects of 
the Relationship between '1'echnical Progress and Economic 
Growth" . 

Mr o Day does not exactly solve the chicken and the egg 
problem, but he provides some interesting ideas . I suppose 
the answer lies very much in the socio - economic environment 
at a given moment . The Russians , for example , have probably 
made their impressive progress in the physical sciences as a 
consequence of the attractiveness of scientific research to 
independant researchers who seek the most interesting work · 
and high social status relative to other employment opportunities , 
while the possibilities of political neutrality must also weigh 
heavily in the highly intelligent mind o Perhaps to a lesser 
extent it is also due to the purposeful allocation of resources 
to this branch of scientific development o 

I am also attaching a copy of the draft Programme of the 
Office for Scientific and Technical Personnel for the financial 
year 1960- 61 . We are at present most interested in the problems 
of forecasting educational requirements in the context of 
economic planning and this Office is in constant contact with 
the planning authorities of the underdeveloped Southern-European 
countries . 

/contd . • oo 

Dr. Leonard Rist , 
'l'he International Bank for neconstruction 

and Development , 
WASHINGTON, D. Co 
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In this connection we organised a Conference in November 
at The Hague concerned with Techniques for Forecasting Future 
Requirements of Scientific and Technical Personnel . The 
Proceedings of this Conference will shortly be published and 
if you would like to receive a copy please let me know and I 
should be delighted to send you one o 

With best regards, 

Yours sincerely, 

4~-FL 
Raymond F. LYONS , 

Principal Administrative Officer 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
Mr. S.R.Cop~ 

J.Burke Knapp~ 

DATE: February 26, 1960 

~ /dkli:~ '::
0

d,'-; ,J. /( f "'IY' I 
Please find attached an interesting letter from Leonard Rist 

rggarding the German attitudes on the Development Assistance Group. 
I had a translation of the German memorandum prepared and have 
kept the original copy. It seems to me that we should handle this 
memorandum very carefully in order to proctect the source. 

Att. 

JBKnapp/js 
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Attached is a proposed statement for you to make to the 
Development Assistance Group when they meet here on March 9-11. 
Since we will speak after the other countries it is possible that 
we shall want to make some changes based upon their statements. 
I also plan to meet with the Treasury people at the end of next 
week to "coordinate" our approaches and this may suggest some 
changes. I am not planning, however, to give them the text of 
our proposed statement - I am afraid this will only invite pot 
shots at it and I don't think we should give them an advance copy 
any more than the rest of the countries concerned. I would propose 
to circulate the final version of the statement to our Executive 
Directors on the day of its delivery. 

Following are my comments on certain subjects .!!21 in= 
eluded in the statement, first on the following three matters 
referred to in Mr. Upton's letter to you dated February 4. 

1) The statement does not volunteer action by the Bank 
to draw up a list of "approved projects" which would 
be available to "any interested country" to pick up 
for financing. We think this is a completely im­
practicable idea. This is not just a question of man­
power, although that in itself would be a very serious 
obstacle. Beyond that, we feel that the Bank can never 
really know whether a project is a good project or not 
until it has been subjected to the "full treatment" of 
preparation for Bank financing. Also something that is 
a good project on paper may turn into a bad project unless 
the proper terms and conditions are insisted upon and the 
proper supervision is exercised during the execution and 
operation of the project. I think the problems will be 
manifest to you from Mr. Upton's own suggestion that the 
Bank might draw up a list of "approved projects" inr a 
place like Turkey and leave it to others to nand1e _the 
financing. 

2) We have not developed any concrete ideas about "enlarging 
and strengthening the Paris Office." We do not believe 
there is any merit in Mr. Upton's suggestion that it be 
used as a "center for coordinating information." We 
think that this should be done in Washington where all 
of our technical resources and country experts are con­
gregated. 
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3) Mr. Upton wanted the statement also to deal with"the 
basic problem of opening European capital markets to 
IBRD bonds and the possibilities of developing new 
legal or administrative mechanisms within these countries 
to facilitate the direct placement (sic) of these bonds." 
It seems to us that the obstacles to selling more Bank 
bonds in Europe~1are not "legal or administrative" but 
related rather to the willingness of the governments 
concerned to permit the capital exports, and the problem 
of high interest rates. 

I may add that during my own discussions with Upton, 
he suggested at one point the Bank might organize a 
mission to go to Germany, for example, to advise them 
on how to develop their capital market and thus make 
room for additional Bank issues there. I do not believe 
however that the Germans need technical assistance in this 
field. 

I should like to call a few other questions to your attention 
as follows. 

You will note that the statement does not put forward any 
concrete proposals along the lines of the "Cope Plan", although it 
does refer to the technical possibilities of making constructive use 
of tied money in certain circumstances. One reason we have not put 
the "Cope Plan" forward is that we think it important to drive as hard 
as possible for longer term and "softer" money than is available f~om 
the European export credit guarantee systems. Also if export credits 
are tied into Bank projects we think it can be done in a more flexible 
manner than that specified in the "Cope Plan." 

A question arises as to what attitude the Bank should take 
toward the expansion of the functions of the European Investment Bank 
in the direction of lending to undeveloped countries. Some such ideas 
are apparently "cooking" in view of the decision to include the 
European Investment Bank in the forthcoming meeting. Undoubtedly it 
would be a step forward if the Common Market countries were to administer 
aid to undeveloped countries through the European Investment Bank rather 
than bilaterally. On the other hand, I think there is real danger that 
if the European Investment Bank were built up in this role this would not 
mean pooling of bilateral aid so much as diverting European interest and 
financial support away from the World Bank and IDA toward their own 
regional institution. (This is related to our problem of creating a 
greater sense of European participation in the administration of the 
World Bank.) To the extent that we have anything to say about it, 
(probably very limited extent) I would suggest a policy of "watchful 
neutrality." I think it is more than likely that the European 
Investment Bank will in fact expand its functions to include lending at 
least in nearby African territories both dependent and independent. This 
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would be better than if they were given a mandate to make loans 
to undeveloped countries all over the world . 

Finally, a word on the sub j ect of burden-sharing; i.e. 
striking a proper balance between the contribution of the U.S . 
and other capital exporting countries to the needs of the undeveloped 
areas . However, speaking personally, I think some of the people on 
the U.S. side have shown some tendency to advance two false principles: 

a) that each country bears some sort of obligation to 
finance its own exports, and 

b) that countries ought to provide development aid in 
proportion to the favorable or unfavorable state of 
their bal ance of payments or reserve position. 

There is, of course, some force in the latter point, at least in the 
short run, but surely in the longer run the question of who bears the 
burden of undeveloped countries must rest upon capacity to pay (i.e. 
overall economic strength as indicated by, say, per capita national 
income) weighted by degree of political interest in the fate of the 
undeveloped countries. 

JBK.napp/js 



MEMORANDUM 

on a possible International body 

for private investments 

In his report of September 29 , 1959 to the Board 
of Governors of the International Bank for Reconstruction 
and Deve lopment , Mr o Eugene Black "wonders whether there 
is not a place , now, for an entity , made up exclusively 
of private international investors from all countries , 
which could champion the kinds of policies which attract 
such investment~ This excerpt from the President of the 
World Bank's address has given rise to the following thoughts : -

1) There is no doubt that during the last few years 
private capital has been markedly hesitant to invest itself 
in developing countries because of the risk factor which 
has been high-lighted by numerous experiences . With in­
creasing frequency international bodies, whose capital is 
contribued by the Nations, have substituted for private 
investments. Where these are still being made the lender 
is often concerned with a special interest of an industrial 
nature; when this is not so the terms imposed include an 
abnormally high insurance premium. 

2) In the last few years numerous stud~es have been 
made of the conditionsnecessary to restore the flow of 
private capital . To quote a few examples only - the 
International Chamber of Commerce has examined the matter 
on several occasions ; certain bankers have put forward 
the idea of a charter for private investment ; and the 
oil companies have; on their side, held several conferences 
in 1958 and 1959 in an attempt to fine down the conditions 
to be fulfilled by the borrowing countries . 

These studies usually advocate the establishment 
of an investment code to which the countries in need of 
private capital should , more or less spontaneously , adhere . 
The requirements of such a code , which might , perhaps , be 
over-rigid , run the risk of arousing the distrust of the 
under-developed countries - so that implementation of 
projects of this kind seems still far removed . 

3) The far more empirical procedure , followed hitherto 
by the International Finance Corporation , would seem more 
realistic . This organization focusses its studies exclu­
sively on the individual industrial investment cases which 
are submitted to it . It weighs whether the risks , in such 
and such a particular case , are relatively limited . Should 
it proceed with the requested investment , it then seeks 
cooperation from private capital as a means of relieving 
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part of its commitment burden. But , for the time being 
the International Finance Corporation must enter into 
direct contact with numerous private investment entities 
if it wishes to broaden out the field of its operations. 

4) These considerations give rtse to the idea of an 
international organization, in the shape of a company, 
working in close liaison with the I.B.R.D. and the I.F.c., 
whose capital would be subscribed bp-a number of corporations 
desiring to enter the field of foreign investments. Such 
an international company could, by virtue of its Articles 
of Association, be charged with a threefold function: -

a) It would study the various industrial projects 
submitted to it either by countries in the process of 
developing or by its own, investment company, shareholders. 
By defining, in each particular case, what should be the 
conditions of a healthy investment, it would, little by 
little, bring into being a club of reasonable investments 
instead of the theoretical cod that has been advocated 
hitherto. 

b) To such projects as it would, in the light of 
the prevailing circumstances, consider to be sound, it 
would grant, as it were, its stamp of approval in the 
shape of its own partial or total guaranty of the in­
vestment's satisfactory conclusion - this guaranty being 
remunerated by a commission. The natu~e of the guaranty 
would have to be such as to bring about less expensive 
terms, for the borrowerl, than would have attended an in­
vestment with no international guaranty . 

c) The international organization would also be 
responsible for the liaisons between all its shareholders 
and the International Finance Corporation so as to facilitate 
private investments in association with I.F.C. These in­
vestments, according to cases, could be made with or 
without its guaranty . 

5) The international entity under consideration should 
have a kind of federal structure - the pri~ate companies 
of each country interested in the project forming a nataonal 
group for subscription to the portion of the capital 
reserved for their nation and for representation on the 
Board. 

Such an entity could only get off progressively 
from a somewhat slow start and would consist, in each 
country, only of a very small group of financial companies • 

... / ... 
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But the group would remain open, and, on the occasions 
of capital increases, could welcome further compaaies 
interested in the development of the project. 

6) Should Mr. Black and Mr. Garner consider that 
the foregoing ideas deserve to be delved into more 
thoroughly a more complete memorandum might be sent by 
them to a leading personality of a financial organization 
selected in each of the following countries : United States, 
Great-Britain, France, Germany, Switzerland, Italy, Belgium 
and Holland. This personality, after having studied the 
matter with the issuing bank of his own country, would 
examine whether he could create, there, a first small 
nucleus of financial companies interested in the idea 
of the project under review. 

October 30, 1959 
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H.Eo Bachemf , 

Excerpt from German Press Article ~ 

The following might interest you in connection with the discussions 
on the "Group of Four": 

"Common Market-Ministers of Finance Discuss Economic Policies 
And Development Aid" 

VWD, Foreign Currencies and Finances, Frankfurt a.M., 
Noo .36, dated February 12, 1960 

Paris, February 12 (VWD) • The meeting of the Ministers of 
Finance or the six EWG-oountries on February 11 and 12 in Paris'P'o•o•••o 
was characterized by the frankness with which the Ministers discussed 
the various problems. Talks concerned mainly problems of market ,-,.,. • .e-ur,,_. 
polit±es and development aido 

C-1(1) 

0 

• 
As for the second main subject - the problem of development aid N 

the Ministers had for the first time received a few statistic statements 
concerning the achievements of the individual countries in this fieldo 
These, however, have still to be checked more thoroughly, so that they 
were evaluated only conditionally• According to these statements the • 
contribution of France for development amounts approximately to 1,5% • 2% 
of her Gross•National Product, of the United Kingdom to 1% • 1,5% and that 
of the Federal Republic, the Netherlands and USA each to approximately 1%, 
while the rates of Belgium and Italy are lower than 1%o France, the 
United Kingdom and Belgium grant their aid, however, almost exclusively 
to their overseas areas. In the case of France it is granted predomi" 
na.ntly in the form of Government credits, while the Federal Republic grants 
mostly private credits. 

As the Ministers recognize, it is extremely difficult to combine 
the various development aids and thus to make plans for harmonization and 
coordinated measures°' The idea, to change the export credits granted 
by the suppliers - which are especially prominent in the Federal Republic -
into direct credits granted to the purchasing country, was received a "V'; k-. (k 

rather cool reaction by most of the Ministers. Etzel, Minister of Finance, 
referred to the fact that a new law would be needed in the Federal Republic 
for such change in credits and that the German development aid would tin,ls 
probably be diminished because or the greater risk which would be connected 
with clirect,, credits to the receiving country. Such methods would also 
result in a larger burden on the state budget 9 The question of creating 
another common market-fund to guarantee long-term credits for development 
countries was also judged with reserve. According to Etzelts opinion, the 
common market could give joint guarantees for various projectso The 
Ministers of Finance agreed on the necessity of promoting exports of long-. 
term capital. 

CCo: Mro Gilimartin 



(not for public use) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

ECLASSIFIED 
FOR 
EXECUTIVE 
DIRECTORS' 
MEETING 

FROM: The Secretary 

WBG Archives 
DECLASSlr-lED 

MAY 2 0 2022 

WBG ARCHIVES 
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February 17, 1960 

1. The Bank has been asked to participate as Observer in a meeting to be held 

in Washington on March 9 - 11, 1960 which is being convened pursuant to a 

Resolution on Development Assistance adopted by a Special Economic Committee 

representing thirteen governments plus the Commission of the European Economic 

Community which met in Paris on January 12-13, 1960. The same Resolution was 

adopted on the following day, January 14, by representatives of the twenty 
, t . 

I. governments which are roombers and associate members of the Organization for 

European Economic Cooperation . The text is as follows: 

11 The Special Economic Cornmi ttee having been informed of the 
desire of the Governments of Belgium, Canada, France, Germany, 
Italy, Portugal, the United Kingdom, and the United States, and 
the Commission of the European Economic Community, who, in 
addition to their contribution to international organizations, 
are making available or may be in a position to make available 
a significant flow of long term funds to underdeveloped areas, 
to discuss among themselves the question of techniques to 
facilitate such flow of funds, taking into consideration other 
means of assistance to developing countries; 

NOTES: 

That these eight governments and the Commission of the 
European Economic Community intend to meet together to discuss 
various aspects of cooperation in their efforts, and to invite 
other additional capital exporting countries to participate in 
their work or to meet with them as may from time to time appear 
desirable, and to consult with such multilateral organizations 
as the International Bank for Reconstruction and Development 
and the European Investment Bank." 

Distribution: Executive Directors and Alternates 
President 
Vice President 
Department Heads 



- 2 -

2~ Attached in this connection are excerpts from a statement presented by 

Under Secretary Douglas Dillon, the Head of the U.S. Delegation, to the 

meeting of the Special Economic Conrrnittee which considered the foregoing 

Resolution. 

3. At the Meeting of the Executive Directors on Friday, February 19, 1960, 

Mr. Knapp will comment on these developments. 

A"t,tachment 
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EXCERPI'S FROM STATEMENT MADE BY UoS. UNDER SECRETARY 
OF srATE DILLON TO SPECIAL ECONOMIC COMMITTEE 

_PARIS, JANUARY 12, 1960 

.......... 
The question of coordination of broad national policies re­
lating to world-wide development assistance would appear to 
require the full participation of all countries actively en­
gaged in this effort. The OEEC as presently constituted is 
seriously handicapped in this effort since the United States 
is not a full member. .And while the World Bank can be helpful 
in providing many kinds of infonnation, and in bringing coun­
tries together on specific projects in which the Bank has an 
interest, it is itself a lending institution which is not or­
ganized in such a way as to make possible the international 
discussion of broad policies, including national lending poli­
cies and the programs of those members which provide, or desire 
to provide, external capital for development on a bilateral 
basis over and above their contribution to international or­
ganizations.," 

......... 
Now as to the problem of development assistance and its better 
coordinationo If the study of the successor organization to 
th:30EEC results in general agreement that such an organization 
should be established, we assume that it may be as long as 18 
months before the new organization could come into being. We 
therefore propose that in the meantime a limited group be con­
stituted consisting of those countries in a position to make 
an effective long-term bilateral contribution to the flow of 
funds to the less developed countries. we believe that this 
group on development assistance should operate in an informal 
manner, and that it should consult whenever desirable with the 
World Bank, the OEEC and other appropriate national or inter­
national institutionsv A major task of the development as­
sistance group would be to discuss the most effective methods 
of mobilizing national resources for development assistance as 
well as of providing such assistance to recipient countries in 
the most useful manner. There is not only a real need for an 
increased flow of long-term private and public funds from the 



industrial countries whose reserves have increased in recent 
years but also a real need to provide investments, l oans and 
assistance to the less developed countries in ways which will 
make the maximum constructive contribution to their economies. 
The United States would be prepared to make available t~ this 
group information on its own lending, assistance and investment 
guarantee operations with the thought that our experience might 
be useful to others in considering their own programs. 

We do not envisage that the development assistance group should 
attempt to engage in a "burden-sharing" exercise or seek to reach 
decisions on amounts of assistance to be provided to specific 
countries or areas. If, during its deliberations it appears that 
two or more countries desire to cooperate in assistance to par­
ticular countries, then it would be desirable to consult promptly 
with the recipient country, or perhaps enlist the good offices of 
the World Bank. This, as you know, has been the procedure fol­
lowed successfully by a number of capital exporting nations and 
the World Bank in coordinating assistance to India. 

We believe that the development assistance group would not re­
quire any special international staff. It could, however, make 
effective use of certain studies which might be carried out by 
the staff of the OEEC" Useful studies which the OEEC might ap­
propriately undertake at this time would be: 

A) The development of up-to-date statistics on the actual 
amount of financing which various countries have undertaken 
in their transactions with the less developed countries, as 
well as the various types of financing, the relative maturi­
ties, and the countries to which assistance has gone. 

B) A factual survey of existing national organizations in the 
investment, lending, and assistance field, through which funds 
are made available to the less developed countries, the policies 
of these organizations, the funds currently available to them, 
and the source of the funds. 

C) An analysis of the various types of incentives to foreign in­
vestment in the less developed countries which may exist or 
be under consideration in the industrial countries. 

These studies, as you will have observed, correspond in general 
with certain of the recommendations of the OEEC staff which are 
to be considered at the meeting of the OEEC Council on January 14. 
Certain other recommendations of the OEEC staff in the field of 
development assistance would in our judgment be premature and we 
will speak to that point at the January 14 meeting. 
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We propose that the development assistance group consist of 
those of us who, in addition to their contributions in multi­
lateral organizations, now make, or might be prepared to make, 
significant bilateral contributions to development. Such a 
group might include, for example, Canada, France, Germany, Italy# 
the United Kingdom, the United States and the Commission of the 
European Economic Community. 11 
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c:7~i 2t}c·. 
Germany produced a few worthwhile candidates, which is en­

couraging . It also entailed a trip to Berlin, which was most de­
pressing. 'l'here is, however, no need to comment on these things 
before my return. 

On the other hand, you might be interested in the fact that 
our friends at the Ministry of Economics, from Henckel down, very 
rapidly seized on the opportunity of our presence in Bonn to carry 
on the conversations I had had in October and which you had only a 
few weeks ago on cooperation, etc. They are very anxious to make 
the meeting of the 11Committee of Eight" (or is it nine?) a success 
and they are actively preparing for it. An advisory committee of 
economists is from time to time asked to give its views to the Mi­
nistr-f on current matters of policy. It includes about 22 people, 
all respected professors of economics in the Universities . The 
only one who has an official position is Muller-Arma.ck (Under­
secretary, Ministry of Economic Affairs). In January, this com­
mittee reported on the as sistance to underdeveloped countries. Their 
report was lent to me on a hush-hush basis lzy- one of the lower ranks . 
You might be interested in looking through the conclusions, of which 
I am enc lo sing a copy. Al though ro me of the thinking is somewhat 
confused, the emphasis on the use of international agencies is from 
our point of view quite encouraging. The reasons why" the report is 
kept secret are a) that they are usually not published, b) that 
as of last week the German Government had not yet fixed its own po­
sition, and c) that no agreed position had been arrived at among 
the Six. There is every reason to believe, however, that the state­
ments made in the economic advisers• report were, at least a week 
ago, very close to the thinking of the Ministry of Economics . 

One does not know yet who will be in the German delegation . 
It may well be handled primarily by the Ministry of Foreign .Affa:ir s 
rather than by the Ministry of Economics . Generally speaking, my 
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impression is that in Germany the willingness to export capital, 
both private and governmental, is just as strong as it was last 
Autumn, but that the reluctance to givG detailed information about 
magnitude, direction and terms of these exports of capital is also 
just as strong . After all, any aggregate figure of exports of capi­
tal includes recipient countries such as Switzerland, the United 
States or Canada . This is misleading but convenient where the term 
11capital export 11 and "assistance to underdeveloped areas" are used 
as if they were synonymous . 

I was shown the agenda, or more likely, a garbled version of 
the agenda of the meeting which is to be held in Washington on 
March 8. So far as I can see there is not much meat in it, except 
that the U. S. agencies are to report about their o,m activities and 
methods . I understand. the World Bank will be called upon to do the 
same (and incidentally, in the version of the agenda which I have 
seen, IBRD was mentioned in the same group as U. S. agencies •• o) . 
'There is a hint, but not really a strong suggestion, that the other 
participants in the conference should explain their operations in 
underdeveloped areas in the same complete manner as vrould the U. S. 
agencies and the IBRD. I feel that who-ever represents the IBRD at 

t
the meeting should jump on this opportunity to put in a plea f or 
open and frank publication of information on all financial trans­
actions in support of underdeveloped countries . Since all countries 
claim that they are doing a lot, the least they can do is to describe 
what they are doing in some detail, indicating beneficiaries and terms . 
I think we are better placed to make this suggestion than even the 
U. S . , however meritorious its tradition to publish information; uh­
like the U. S. , we are not involved in the export race . Our position 
obviously would be dictated exclusively by preoccupations pertaining 
to the creditworthiness of debtor countries, not by a spirit of com­
petition. 

I have another suggestion to make with respect to the forth-

uoming meeting . I would hope that by now our memorandum on debt serv­
cing burdens of World Bank member countries has been seen by you and 
uly amended by Drag Avramovic . I also hope that this paper will go 

to our Executive Directors before the end of February . Since, except 
for Portugal, all the countries represented at the Washington meeting 
are members of the Bank, it might be a good idea to distribute that 
memorandum at the meeting of the Eight (or Nine). As you ~vlll re­
member, it makes the point that in some cases creditworthiness is 
being threatened not so much by the amount of borrowing as by the 
debt structure, i . e . by incurring too large a proportion of medium-
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and shor t-term debts . At the very time when a number of countries 
are considering increasing their long-term commitments, this may 
perhaps encourage them to switch from medium to long rather than ad­
ding long to more medium, in other words to indulge in what would 
amount to refunding operations. Since the members of the meeting 
will not necessarily be the people whom our Executive Directors re­
port to, distributing this document at the conference would ensure 
a wider audience . 

I assume, of course, that our presentation will include a 
strong hint in favour of future increases in IDA contributions and 
an express ion of hope that return of monetary stability in Europe will 
ma.ke more IBRD bond issues possible there, especially if, as seems to 
be generally anticipated, the trend towards more freedom of capital 
movements gains ground . The existence of this trend was confirmed to 
me hopefully by the B. I . S. 

'There might also be a point in boasting a little about two 
particular features of our lending policy. Magnitude of our operation, 
tradition of careful creditworthiness, etc . will, I presume be amply 
connnented on . But these facts are known and appreciated . Less ap­
preciated are: 

a) 'rhe fact that we exercise pressure on defaulters to 
settle their outstanding debts. This would be a way of eliciting 
a similar statement from who-ever will represent the European Bank . 
As you know, they intend to be pretty stiff in this respect if they 
have to deal with non-Six (e . g. Greece). 

b) The fact that we are untied, and this for the benefit 
of importing countries . The DLF incident is now seasoned and the 
U. S. could hardly construe this as an impertinence . Furthermore, the 
Eight (or Nine) are supposed to be sincerely interested in the wel-
fare of the underdeveloped countries and this is one way of helping 
the latter more efficiently . My- feeling is not so much that the sub­
ject is an important one, a pretty good reason anyway, but that we are 
just about the only ones at the meeting who can bring it up . Every other 
participant will know that from the point of view of the less developed 
countries, this is plain common sense . But either they have a some-
what guilty conscience or they don't feel too happy about launching 
a discussion on this point . Even the Germans know that if they ad­
vocate untied loans or grants everybody will think that it is merely 
because they are sure to get the lion's share . Only one angel is 
quite above suspicion, ourselves . 
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I thought I should let you have these few suggestions 
without waiting too long, since you are probably in the process 
of preparing the Bank's submission to the conference . 

Encl. 

Mr . J. Burke Knapp 
Vice President 
International Bank f or 

Reconstruction and Development 
1818 H Street, N.w. 
Washington 25, D.C. 

E.'ver yours, 

Leonard B. Rist 
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WE(: :: .. , .. ~HiVES SECR E T 

Mr. Kn app 

Room 

Extracts from th draft of an opinion on th relations of the F deral 
Republic to developing countries" 

( ~xt of January 7, l96o) 

Session of the economic advisory council at the 
F deral Ministry of Economic 

IV. 

37 • Under present conditions the Federal ublie face con iderable 
diffi culties in lending ett ctive a eistanc on all thre types of develop­
ment aid.. Mindtul of these di.ff icul tie.e and of certain shortcomin s noted 
in th past, the following measur fl ar eparat ly recomm ndeda 

A. Adv1aorz aesis tance, 

)8. As r gards advisory assistance gt n by Germana and involving a 
large num r et experts· to b sent abroad, difficultie ot a quantitative 
and qualitative n tur arise. For example, replae ment tor engineers, 
teach ra, economist nd etati tician i far f:rom being a sur d for a long 
time to co e v n tor Germany ' . d tic r quire nte . Moreover, knowledge 
ot French, Spanish and other foreign langua sis of importance to ther 
with adequate professional q_ualificaUon. 

39. The s ming of highly qualified consultant i usually wrecked 
by t fact that no re rve personnel is available b> take over during 
th ir absenee broad. Therefore positions should created 1n all admin-
istration , such as, ederal and Lander Ministries, th Federal Bank, Sta tis-­
tical Bureaus and colleges, for tr 1nin just such reserves . Likewis , large 
industrial enterprises interested in the dev lopnent field ould be admon• 
ished to train in their own inter st adequate reserve personnel 1n all fields . 

40. Information cours s should be arran d for alreaey appointed con-
sultants w ·r p r <JrlS famil1ar with the resp etive cotmtries ould instruct 
them in political, social, economic and cultur problems. 

41. Another difficulty arises cone ming the financial situation of 
advisers who abroad 1 :ving b hirxi a position canying th it security 
prov.isions. To meet this ditficul.ty an attanpt should be made to introduce 
generous regulatory aau.res regarding 1ntenanc of pension claim$, reser­
vation of professorships, ob rvance of seniority rignts with the employer 
f , maintenmoe or advancement possibiliti s after r turn, etc. To cco 
plish this it will probably be necessary to establish a pecial fund in the 
Federal budget and by the economy respecti ely. Furth or the possibility 
alre dy Xi.sting on a modest scal.e, namely the training of 8Upply personnel 
for later independent ork in the developing countries through appointing 
younger people as aistant . to experts · ent to said eountri s by inter­
national organizations (World Bank, u.1.0. etc. ), ould be further eXJ)lored. 

I 

'IRANSLATION SECTION j 
Translated From: 

1 
By: 

- Oenn.ai:.i 2r2li/60 .A.• S , le. G A. • 11th & VT 



42. It hould be phaeized that the vork ol an adviser , lXl al o 
tll• tn1ni • tor such work vlll ·only be e ensiul if th ptrso · in 
queetlcn do not limit their st117 1n fhe develop1n country to • tn . eks 
or even a. t.ew ont , but spend then at least one ar, taining t 
eont!lnui tu or th ir work the , alter. • o tor no Yitd ting 
th• Federal Rep t d ve1oping countrl • • o a.tie.facto re 
lation.e exist t present conceming the bra.inin of tox-ei.gn stwien 1n 
German coll es and tedm1cal choola. 

4) . A sober nalysis of G economic; policy ine World W II 
in the c ·rc1 l field that Uttl b db to promote d&velep ... 

t. . T . a&ure taken in the · ·ed ra1 ublic in t la t eade to 
bri.n about trade Ube:ral.iu.tion bilve o r ,ted pnmaril3' 1n t .:vor ot 1.mpor'tt 

t.he de loped countr:t . and put"C from eveloping co rie& hfR 
had eull encourag nt . True, in the course ot con01 c growth orta 
expreased 1n · b olute f1 s e ris«1 also rom und rd. veloped countrt: e 
but elati velj' t ino~o all r than that tr tbe ore · ev loped 

conOlllic entities. Agricultural prot ction1 sulted in increa in b t 
i gnU'icantly the ort. requir ts t~ tam roduct of the d velopil'lg 
countrie • Hi h tariffs and exi e dutJ.es ( · cent1y furt . r incre ad) 
binder gre. ter con ll!IPtion ol overs • 1Ult1117 products (co:ffe , to coo, tea) 
al tho b protective cor.sideratione do not · 1 • ln rit tendene:ies of 
economic , lt .. utfic1 nay have led to the artificial stimulat.1.on and pi-otection 
of certain r.aw ter1al ( ~ e, no ferrou tals) . een t c ....... LJl"'' Which 
aim at utifioial. l it ti.On of th growing ort.s of l .o priCJ e . · 
con ption artioles, ar particularly a~rtlrl.ng .. 

b4. On elo e ination of the possibilitie 0£ trad policy 
availabl to th F · e .l · ublic and tavor ble to th le developed 
re ione., on• muat bear in mind that t.b urop· - cono c Conmnmity a . · ... 

nt provi toi- a common foreign trade policy therefore the ae,uN1 
h consi red can onl.7 l:> t within th , ork of that ,,.,07>Q-ent. 
'rhi ·eana th t the repn tatt s ot th d r 1 ublic in the 1.nstitu-
tion of the Community vill have to , a the unity a a whole t · · t 
1 te foreign t:rad. p0:Ucy eho ld t into account to th 1ar t po ibl 
extent , the air · ot the ~opin countri • In thi cmmect1cn 
it is· ot the u.tmo t ortanc that t d al ubl1c tate its will1n • 
ne to cbang and mitigate it own • .· cu.ltut'1Jl protectioni , l t it 
contribute to t he #trengthentng of the Communitf'' a icult.~ l protectionl 
as ole. 

4$. evertheless t re a 
. h ke it po, ·tbl& to take 

developed count!'i by au 
T low ring or $bolition of c 
to mind, Thi \$Uld it n 
ineiden tally would s . . the p . · 
Vi.Shed by I\V. 

pa ccom 
·es in th• t1 ld of taut.a.on. 

duti • (ae P• 43) eo re 
F ul th tax stru.c icb 
. t'ying th t etrootUN so 'Ii :J" 
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de uport Qred1 
inv s,. To 

initi te ot b 
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Finally, · . b 

nt in xport finan 
international or 1 o . • 



47. For certain specif'ie projects which c nnot be financed v1th 
the help of credit alon , inve , nt fonds perdu ll'lUSt 

be provided. In this, it shoUld be taken into oonside:T tion that 
initial help 1n prlnciple has th• adv ntage over long-term sub­
sidies,. To provide the .neces ry funds tor this• the corresponding 
a.mounts should be sot aside as regulari, recurring items in the 
bud t . Here 1t 18 conoeivahle th t f'lllld · of the epec1e.l budget 
•ERP a• might be used tor thia purpose - these to.nds derive 
from foreign aid th t Ge ny received when i t was in dire need of 
reconstruction assistance. 

V 

48. All kinds of development promotion (advi&Ol"Y h lp, tr de 
policy and financial measures) are to b under stood in 'their 

inte,rdependenc7 s a rt of an ov r..all · progro • Such an over­
all p:ro am requ:1r$s the following basic decisions• side fro 
tho e individual ms ure ntioned in IV, 

49. Therefol'e, there must be a cltJar concept as to wheth r, 1n 
view of the d.m,mense need tor development a sistanee, relatively. 

li 1ted a~ il.able funds should b distributed roore or le s eq'U&llY• or whethe1· they should be cone ~trated on certain purposes. This 
qu stion does not only ar1se in the ease of direct dev lo ent 
assistance by the Feder l Republic to individual underdeveloped 
territo:riee,.~but also in the ease of fund provided through inter-
national organizat:i·ons , tor the Fed ral Republic , e :oor. 

:rticipates in the deeision of tbese organizations. 

50.. A fvther question arises ... w ether the eder l Republic should · 
take its measures foJ: develop ent promotion bilaterally, or , · 

insofar as possible, 'Within the fra evork of the international 
orgauizattons. Foi- the abo e-mentioned reason (ftgs. Z7 nd 29*) 
it is adviaable for the Federal Republic to carry out ite de lop­
ment promotion to a great extent in the second manner,. To the 
extent that 'bilat r l a.surea ca ot be avoided , eare should be 
taken to bring the into line with me .&we of' other countries and 
international org nizations. To th tend it seems w gent to follow 
the proposal made by tbe Fedel'al Republic at the lJ · ,t World Bank 
Meeting £or mutual information and consultation on dvelopment 
asaietonoe., 

51,. It is also nect s ry to establish e interrelation of th 
three kinds of development as · 1 ta.nee. c, 1der tion should 

be given alao to the tact that finanei 1 ssi i'Anc m.G ures fr .• 
quently do not ttain the de .ired euocess un.ti,l they are bound in 
with proper advisory assistance measures. 

52. The advisory council is of the opinion that th Federal . 
Republic hould not continue 1te present polloy or !El hoc 

and partially more or lese accidental measures for development 
promotion, Rather it ought to set up a long-term ov r - ll program •. 
Such a progra tor dev♦lop nt pro otion must. of cours , be 

* See enclo ure 



1ncorporf_\ted into a well ... tounded proj ection of the future economic 
and_finaneial development of the Federal Republie. Only 1n the 
frqework of' such a proj ot1on can the Feder l R public make 
responsible, commitment as to how tar it c n exceed the assistance 
so tar granted-. At present the total amount of the development 
aid granted in recent year and the amount of the contr actual or 
politiQlll co tments do not appear to be preci e,J.y scertain bl , 
There ie theretoN an urgent n od to ke such an over 11 survey 
as quickly aa possible. On]3 in that case een th n cessary long• 
t erm skeleton program t-or develop ent as istsnce b determin d 
vitb reg rd to the distribution in time and the con.sequent burden 
ot t · e oonmd tments not ye,t ntirely met., 

Encl, - (Fig.a.. 27 srld 29} 



'Enclosure 

(Excerpt from draft of opinion on "The Relation of t Federal 
Republic to th Developi.ng Countries Draft ef January 7, 1960) • 

27. T e satisfaction of the unde-rd el~ed countries' de • nd for 
eredit - whether by private entrepreneurs oX' by the state or 

its institutions - through dir ct lending comp ts on the capital 
mrketa of the capital-exporting countries \dt th . issue of 
internetio?Ull financial institutions (World Bnnk, European Invest­
m.e:nt Bank etc.). Since these institution generally can .t tand to 
a better distribution of av ilable ee.pitsl a the underd velop~d 
countries, and a more purposeful use of thee pital , tJVerything 
that niight impede their entry to the nation le pita.1 arkets of 
the potential cmpital-exporting countr i es should be avoided. Thia 
does not exclude the possibility that borrowers from the underdev­
eloped .Qountne& mFJ..Y also be admitted to the capital markets of 
the industrialized countries. 

In the intez·est of orderly operation of the national e pi tal 
mark ts th r hould be no &voring of eapital offerings for such 
p'Ul'p,osea through ditferentration of intere t r ates ., Simil rly, 
the borrowing of c pit.al by the underde~. loped countries might be 
supplemented 1n justified cases by free contributions by the 
capital exporting countries. 

29. In the ease of state loans or investments a :fonds per u to 
under eveloped oountrie, there arises the basic question ot 

whether they should be granted bi.l&terally1 or multilater lly 
through international organizations . G nerally speakin, for as 
far-reaching an incorporation of international organizations as 
possible it 7 b argued that regional participation in available 
ca.pit 1 nd. its ratioMl use can be better nd more e sily guaranteed., 
International organizations are in a better position than individual 
etatee to hold the recipient countries to org niiing th ir economic 
policy efficiently 1n connection vith the granting of aupital. 
Moreover, the provision of capital through international ore nizations 
makes it pQssible tor the not unlimited a ailable funds to be held 
together and not dissipated- Finally, !n the interest or political 
and economic world order, unde irable exploitation of pow rful 
financial po itions of indiVidual countries will be r educed. 
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ASSISTANT SECRETARY 

TO: 

FROM: 

TREASURY DEPARTMENT 

WASHINGTON 

Mr o J o Burke (, 
Vice Presiderapp 
International Bank for 

tion and Development 
Room 1024 
1818 H Strep ~

1 

To Graydon Upto~,..,__,_ 

February 11, 1960 

Reconstruc-

SUBJECT: U. S . Preparatory Meeting for Development Assistance 
Group Meeting to be Held in Washington, March 8-10, 
1960 

In preparation for the first meeting in Washington of 
the Development Assistance Group (which was set up as a 
result of Mr . Dillon ' s initiative in Paris in December and 
January) would you kindly set aside the afternoon of 
February 25, 2: 30 p .m. to 5: 30 p orn . , to meet in Room .!~426, 
Main Treasury, for a rehearsal of the talks to be given on 
March 8 by each of the various U. S. financial agencies in­
volved . 

It is hoped at this preparatory meeting to have each 
agency present the highlights of the talk it plans to 
present before the Development Assistance Group . It is 
contemplated that each agency would emphasize the prin­
ciples it has found to be sound guidelines in its long­
term development financing, the major problems it has 
encountered in such financing, and the mechanisms it has 
used to help overcome these problems . The purpose of this 
meeting will be to insure some coordination in the approach 
to the subject and to avoid overlapping insofar as 
feasible . 



Mr. Eu ene R. Black 

J. Burke Knapp 

Letter from Hr. G. Upton 

The attach d letter 
abaenc nd la being atudled by our itt 

1You will note that th letter la unsigned• 
by th cov ring note from Mr. Schaffn r. 

~ ~ f11:e;r , 
Jr t 1 & 0 -

F bruary 10, 1960 

in during your 
e in the • 
this ia xplain d 

l t say th lett r • to a it 
pr•• • in trying to tell the Bank what it hould do. Grady 
always 1vee the ltne contain din bl1 la1t parasr ph • that 
if we don't t ke e initiative the EC will beat ua out. I 
d 't think thta la any r son ever for ua to b t d d 
into tng propoeala that re not thoroughly consider d. and 
thoroughly sound. 

A8 1 ve told you, Grady'• idea of bavf.n 
th Bank ke n address under It 2 of the en baa be n 
abandon • 

tac nt 
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TEL E PHO N E BABYLONE 17·· 10 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D . C. 

PLEASE REPLY TO 

PARIS OFFICE : 67, RUE OE LILLE 

PARIS \7• ) - FRANCE 

February 4, 1960 

Mr . J . Burke app , Vice President 
International Bank for Reconstruction 

and Development 
Washington, D. C. 

CABLE ADDRESS : INTBAF'RAD PARIS 

Dear Burke: ,rC,IV"- -1-6}1,o 
✓ 

Randolph Burgess has sent me a copy of 

his letter to Gene about the reorganisation 

of OEEC . I imagine you will probably send 

a written reply but if you want me to present 

the Bank's views I shall be back in Paris 

from the Carnegie Endowment meeting on the 

19th and could do it during the next week . 

Yours ever , 

L \.A, • 

Jo Duncan Miller 
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ASSISTANT SECRETARY 

Dear Gene : 

TREASURY DEPARTMENT 

WASHINGTON 

February L}, 1960 

It is expected that the first meeting of the development 
assistance group will take place in Washington on March 8-10 inclu­
sive, possibly carrying over to the 11th - although the time and 
place will not be formalized until agreeme11t is reached with the 
participating nations . 

It is my hope that the IBPJ) would participate in tvio separate 
instances in this mee t ing as follows: first, that after the formal 
opening , you or another high level official of the Bank would 
establish a constructive atmosphere for the meetine by delivering 
an address on "Principles and Problems of Development Lending . " I 
woutd hope that this address would outline not only the various 
principles which on the basis of the Ban.k's experience would offer 
useful guidance for the various countries in their bilateral develop ­
ment financing , but also outline the major specific problems you run 
up against (e . g ., inadequacy of planning , project selection , problem 
of completion as planned, availability of local currency for develop­
ment expenditures without adding to inflationary impact , excessive 
short term foreign debt, etc . ) 

After this address , various U. S. agencies, particularly the 
Export-Import Bank, the Development Loan Fund , and the International 
Cooperation Administration would give discourses on their m,m oper­
ations, emphasizing runong other things to what extent they utilize 
the various principles outlined by the Bank , and the mechanisms they 
use to help overcome the problems outlined by you. We would expect 
similar analyses by the other countries present of their own programs, 
followed by some open discussion of these programs . Within the 
course of these discussions we would hope that the other countries 
would receive some impetus towards estnblishin;; institutions, where 
necessary, and procedures for long term bilateral financing; in line 
with the principles mentioned by the Bai,k, and towards establishing 
decisions regarding loan maturities , project follow-up mechanisms, 
etc ., which would diminish the number and intensity of the "problems" 
enumerated by you . 

Secondly , at a later point in the proceedings, I would hope that 
you would speak on the subject of "Capital Market Problems and New 
Coordination Techniques . 11 The first part of this address would deal 

with 
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with the basic problem of opening European capital markets to IBRD 
bonds and with the possibilities of developinL new legal or admin­
istrative mechanisms within these countries to facilitate the direct 
placeme~t of these bonds . 

In the sc o:.:.d part of this address, I would hope you would pre­
sent in a well rot111ded pncka.;e the various conclusions reached as a 
result o:: - our and Mi.· . :list's studies, so as to place the Bank in 
an importar.: t role i n any coordination of bilateral aid . Amon:; the 
matters which I personally would hope could be presented would be a 
decision to enlar3e and strengthen your Paris office as another 
center for coordinated information (perhaps with arrangements to have 
certain key area economists available there at certain times), a 
decision to work towards a list of "approved11 projects, perhaps with 
the Bank also undertaking, on request, the completion inspection on 
such of the projects as may be financed . This list would be avail­
able for an.y interested country to help it in determining which 
projects it might wish to finance - either with or without partici­
pation by the Bank . This would, of course , carry no implication of 
responsibility for financing either by the Group jointly or by any 
particular member country or countries . If the list could include 
projects in countries, such as Turkey, Greece , etc . , where European 
countries may already be doing some development financing, but where 
the Bank is not presently doing any financing , it would seem to me 
to be an additional step in assuring that, regardless of the source 
of financing , the project would be one of constructive importance 
to the economy of the recipient country. Out of this might come 
increased efforts on the part o f European countries to provide truly 
lonr; term development financing from public ftmds - in addition to 
development investment by their private citizens - and to concen­
trate their extension of export credit 3uaranties on equipment for 
"approved11 projects . 

In addition I would hope that you would be able to make concrete 
proposals on increased participation activities of the European 
countries along the lines you have outlined to me . I recognize the 
problems of dual interest rates, but I think this is a situation 
which ultimately the Bank must accep t in one form or another . As 
a suggestion , if it were understood that napproved" projects in a 
special category of your list , say Category II, would not be avail­
able f or one hundred percent direct financing by the Bank in the 
next few years , but that the Bank would participate up to a specified 
percent with any country winning the competitive bidding, the way 
might be cleared for the borrO"wing country to accept a dual rate 
structure , since the country woul.d realize that the Bank would not 
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in any event finance the total project itself in the next few years -
if at all - due to other projects having a higher priority .. 

The above represents at this time on ly my personal views . The 
arrangements for the ngenda of the development assistance group are 
being worked out not only between State and Treasury, but also in 
conjunction with suggestions still to be received from the various 
participants . Several of us from U. S. agencies have had an i n formal 
preparatory meeting which Burke K..n.app attended . In my absence in 
El Salvador, my associate Philip Schaffner, will be carrying on for 
the Treasury. 

I do believe that the attitude and the proposals of the Bank at 
the March meeting of the Group will be important in setting the back­
ground for future effective development financing and coordination 
in the bilateral sphere, and it is my hope that the Bank will go as 
far as feasible along the lines mentioned above . As you know , 
various proposals have been made in Europe for developing coordination 
through European. financial i nstitutions - a procedure ·which would no 
doubt be supported by some of the European lending entities . I 
would think , however, that this would only develop in the absence of 
positive Bank leadership in this direction . 

Mr . Eugene R. Black 
President 
The International Ban.k for 

.:teconstruction and Development 
Washington , D. C. 

Sincerely , 

T. Graydon Upton 



Draft Statement for Development Assistance Group 

I greatly appreciate the opportunity to participate in 

the present meeting. You will be examining the questions of how to 

increase the supply of capital in the less developed countries and 

how to assure the application of that capital in ways most conducive 

to economic growth. These are matters with which the World Bank can 

claim considerable experience, and I should like to give you my own 

interpretation of what this experience has shown and how it can help 

point the way toward a more effective coordination of development 

assistance. 

We are faced today with an innnense challenge - the 

challenge of the human condition in the less-developed areas of the 

world. We do not dispose today of adequate resources to meet this 

challenge. The resources are indeed building up as the economies 

of the less developed countries themselves gather momentum and as 

the more developed countries come to a deeper appreciation of their 

responsibilities . But there is no room for waste or for mis-directed 

efforts. So far as development assistance is concerned, I believe that 

we are driven inexorably to t wo conclusions: 

First, that such assistance must be administered with 

single-minded professional zeal for the development interests of the 

recipient country concerned, and 

Second, that its main weight must be directed toward those 

countries which are prepared to do their part in sunnnoning up their own 

resources and in developing their own absorptive capacity for external 

aid. 
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Let me define a few principles which must be observed if capital 

invested in economic development is genuinely to serve the interests 

of the less-developed country concerned. 

For a start, this means rational choice of the investment 

project, uninfluenced by extraneous political or commercial motives 

and undeterred by fear of creating new competition for established 

interests . 

Next this means execution of the project with maximum 

techiical efficiency. In particular, the principle of procuring the 

necessary supplies and services in the cheapest market, i.e. through 

free international competition, marks the watershed between investment 

projects administered solely in the interest of the less developed 

country and those tinged with other interests and motivations. 

Thirdly this means that external development assistance 

must be on terms reasonably related to repayment capacity, both of the 

project itself and more broadly of the general economy of the recipient 

country. 

You will not be surprised if I now tell you that these 

principles lie at the very core of the administration of the World Bank. 

The Bank is indeed a banking institution, which acts with all the pru-

dence necessary to protect !ts financial integr ity. But it is also 

essentially a bank for its borrowers. In designing and supervising the 

execution of investment projects, its only interest is that of its 

borrowers. I further assert, with strong conviction, that in rejecting 

loan proposals the Bank also acts in the interests of its borrowers. No 

greater disservice can be rendered to a capital-importing country than 

to load it up with external debt beyond its reasonable repayment capacity. 
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Finally, it is probably in the long•range interest of the 

individual country concerned, and most certainl y in the interest of the 

less-developed countries as a .. g1'oup, that no country be allowed to draw 

upon the precious pool of external development funds if it is not 

adequately mobil i zing its own resources or adequately preparing itself 

to absorb the external assist_ance which might be available. 

What then of bilateral development assistance programs? 

In my opinion they too will achieve their stated purpose only in pro­

portion to the extent that they observe the foregoing principles. Is 

this a counsel of perfection? Perhaps. There are no doubt deep-seated 

inherent difficulties in achieving the administration of one nation's 

program solely in the interests of other nations. The appeal to the long­

range enlightened self-interest which every nation has in world economic 

development - powerful as I personally believe this appeal to be - cannot 

be expected to triumph universally over more self-centered motives . And 

even if a country providing bilateral development assistance does succeed 

in purging its program of extraneous political and commercial influences, 

it is still another step to convince the recipient countries that this 

has been accomplished. Yet until they are so convinced, they will not 

readily accept conditions on the development aid, even where these con­

ditions seem clearly designed merely to assure effective use of the funds 

and hence to serve the recipient's own self-interest, judging from the 

Bank's experience, I would say that the great majority of the less­

developed countries are far more receptive to advice and guidance, not 

only on the detailed planning and execution of particular projects but 
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also on matters of broad economic, financial, and development policy, 

if this is forthcoming from an international and professional agency 

whose objectivity they may fully trust . 

I now go a step further and state my conviction that co­

ordination of development assistance, either between national bilateral 

programs aione or also with programs of multilateral agencies, will succeed 

only in proportion to the extent that the participants acknowledge and 

accept the principles that I have outlined above. This is really only to .. 

say that agreement upon objectives must precede agreement upon means . 

Coordination of development assistance will be very difficult to achieve 

if each country administering development aid is seeking different 

political or commercial ends . To give only one example, if a country 

relies upon export credits to promote its export trade, "coordination" 

would be self-defeating. The best that can be hoped for in this case is 

to put some reasonable limits on credit competition, as has been done by 

the Berne Union for example in imposing its "five-year" rule. 

Let me say a word more about the terms of repayment on 

development assistance, a subject on which I am afraid some dangerous 

illusions still persist . The fact is that there has been a sharp increase 

in the external debt of less-developed countries in recent years, and many 

of these borrowers are nearing the limit of their capacity to incur 

further foreign exchange obligations on conventional loan terms. 

published by the Bank in 195- entitled" II , 

A book 

reviewed the accumulation of international indebtedness through 1955, and 

we have just issued a supplementary study carrying the analysis through 

1958. During the three years 1956-58, for example, external medium and 
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long-term debt nearly doubled among the low- income countries of Asia, 

the Middle East, and Africa; it increased by 40% in Latin America. In 

both groups of countries it reached about $5 billion at the end of 1958, 

and further expansion has taken place since. While these figures alone 

may not be unduly disturbing, our study reveals in many countries a 

quite disproportionate reliance upon short and medium-term debt, mainly 

of the supplier credit variety, which has not only contributed to the 

growth of outstanding indebtedness but accounts for the heavy burden which 

the service on this indebtedness places on export earnings during the 

next five to ten years . 

The proposal for an International Development Association is 

based upon a recognition, in the multilateral ~phere, of the need to 

provide additional development funds on terms more flexible than those 

permissible under the criteria of existing international institutions . . 

There are likewise some national programs which extend financing on terms 

that minimize or avoid the transfer burden. I have in mind, for example, 

the grant assistance provided in special circumstances by several 

countries and development lending such as that engaged in by the U. S. 

Development Loan Fund, repayable in the currency of the borrower. In 

general, however, there has still not been adequate recognition of the 

demands of the development process. Development in the less-developed 

areas is a very long-term problem, and at best requires very long-term 

money if it is to be soundly financed. Indeed in some countries, the 

achievement of a reasonable degree of economic progress requires external 

development assistance of a magnitude far surpassing any reasonable 

expectation of the recipient country's capacity to repay on conventional 
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loan terms. If bilateral programs for development assistance ignore 

these requirements, they will threaten to overload and eventually to 

break down the structure of international indebtedness, with grave 

consequences for sound development financing . 

Needless to say, I do not advocate providing development 

assistance on "easy" terms to countries whose lack of creditworthiness 

for conventional loans arises from their pursuit of unsound economic 

and financial policies. It is true that some of the count ries which 

suffer today from excessive external debt have reached this plight 

only because of serious mismanagement, coupled in some instanceswi.th 

chronically uncertain prospects for their export earnings. But this 

only underlines the necessity for insisting on the proper conditions 

for development assistance, albeit a severe chal l enge for the adminis­

tration of bilateral programs. 

I now come more concretely to how the machinery of the 

Bank ( and IDA) may perhaps be employed to achieve a more effective 

coordination of development assistance. Of course a country which en­

dorses the principles of development aid which I have set forth may feel 

that the best way for it to put forth incr-eased effort in t his direction 

would be to lend additional direct financial support, on appropriately 

long or "easy" terms, either to the Bank or to IDA. But I have no doubt 

that the countries represented here will also desire to have their own 

bilateral programs, and there is surely much that can be done to focus 

these programs on connnon development objectives, always assuming that 

the latter are agreed . 
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Generally speaking there are two things that the Bank and 

IDA can do in this field, namely to take the lead in establishing actual 

financial consortiums to provide money for specific development projects 

or programs, or more broadly to provide facilities for international con­

sultation on the administration of development assistance. 

The first course contemplates joint or parallel operations, 

with bilateral assistance from one or more countries directed toward the 

support of projects or programs prepared and administered by the Bank or 

by IDA. This technique is illustrated by the discussions concerning 

financing for the $1 billion program under consideration for the Indus 

Basin. As you know, the governments of Australia, Canada, Germany, New 

Zealand, the United Kingdom and the United States have agreed, subject . 

to necessaty7 l esislative authority, to consider substantial participation, 

with the Bank, in meeting the cost of the program, which would be 

administered by the Bank. Additional opportunities for this sort of 

collective approach will undoubtedly arise, especially in the case of 

single large projects located in small or newly•emergent countries which 

would have difficulty in providing the assurances normally sought by 

conventional lenders. But again, to be really useful, this technique 

requires bilateral institutions or programs dispensing development 

assistance on appropriately long or 11 easy 11 terms. 

The organization of joint financing conscrtiums also r a ises 

the question of tied versus untied aid. I cannot too strongly urge that 

bilateral assistance be made available to the greatest possible extent on 

an untied basis . Tied aid often compels the recipient to pay more for 
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equipment or services than comparable items available elsewhere would 

have cost under international competition. To the extent that the 

recipient's freedom of choice is restricted and he is deprived of the 

benefits of international competition, the value of assistance is 

diminished. The Bank's policy on this matter is perfectly clear. I 

am nonetheless prepared to recognize that in some circumstances, and if 

the country imposing the condition is prepared to abstain from seeking a 

competitive advantage in its export trade, even tied funds can be recon­

ciled with sound development assistance. The case I have in mind is where 

the outeome of international competition would lead the country executing 

the development project to make purchases in any case in the country or 

countries whose financial contribution remains tied. To this extent the 

tying requirement imposes no real distortion upon the pattern of procurement. 

In practice, however, it is a forbidding task to try to fit together a mosaic 

of tied financial contributions with the requirements of a development 

project, and I would strongly urge all capital-exporting countries to make 

their development assistance freely available for expenditure in the best 

interests of the recipient countries. 

The Bank and IDA would be prepared, at the request of any 

capital-exporting country, to review with that country the development needs 

and possibilities, and the economic position and prospects, of less 

developed countries. Such consultations might help both to identify the 

projects of greatest developmental importance, and to facilitate decisions 

concerning the type of aid most appropriate to the particular recipient 

country's repayment capacity; a conventional loan, a "soft" loan or an 

outright grant. These consultations would supplement the information we 

already provide to members, through our Executive Directors, in the form 
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of economic reports, normally prepared as an aspect of the Bank's own loan 

operations, and brought up to date from time to time. These reports 

describe a country's economic situation and prospects and its development 

problems and potentials, and appraise its capacity to incur further external 

debt. We also make available to governments, periodically, and through the 

same channel, data on the composition of the external public debt of some 

40 members, together with projections of service payments. Such con­

sultations might also help to achieve some rationalization and coordination 

of export credit financing, leading both creditors and borrowers to give more 

attention to a correspondence between the life of the credit and the repayment 

capacity of the borrower, as well as to the soundness and economic priority 

of the project for which the financing is obtained. 

Another form of consultation which may prove useful in 

appropriate cases would be conferences between the Bank (and IDA) and a 

group of capital-exporting countries, looking to a joint program designed 

to deal with the investment requirements of a particuwar recipient country. 

The meetings convened by the Bank with a group composed of the United 

States, the United Kingdom, Germany, Canada and Japan, and directed toward 

consideration of India's needs for external financial assistance, is an 

example of this approach. Such conferences would not, o·i cou- se, be under­

taken without the full knowledge and consent of the less-developed country 

concerned. and from the Bahk's point of view it would be preferable if they 

originated at the request of that country itself. 

At best, however, all forms of consultation and coordination 

among capital-exporting countries are poor substitutes for adequate action 

in the less-developed countries themselves to design and execute productive 

development programs. It is there that jhe primary attack upon the problem 
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must be made. There can be little justification for continuing, let alone 

for increasing, development assistance unless recipient countries take 

steps to assure that such assistance can be effectively employed; and on 

the other hand, it is the recipient countries themselves who must in the 

end assume the responsbility for deciding the direction that their 

development should take. 

Many countries are making the efforts, adopting the policies 

and creating the institutional structure conducive to economic growth. And 

with greater economic and financial stability, improved organizational methods, 

and generally greater "absorptive capacity" this is creating greater 

opportunities for effective development assistance. Ina way, the most 

important work of the Bank is technical assistance to our member countries 

directed toward this objective. The 17 general survey missions organized by 

the Bank at the request of governments have suggested targets and directions 

for development over 5-10 year periods, and have offered recommendations 

concerning public investment priorities and financial and economic measures 

necessary to the success of a proposed development program. The Bank has 

helped to establish machinery in many less•dvveloped countries to coordinate 

development policies and investment decisions, and in several cases has 

detailed staff members to work withfhe government concerned in formulating 

or carrying out a development program. Survey missions and resident repre­

sentatives have likewise been concerned with theproblem of encouraging domestic 

savings and creating new institutions to channel savings into productive 

investment. Finally, through its training programs, and especially through 

our Economic Development Institute here in Washington, the Bana gives 

officials responsible for preparing and executing development programs in 

less developed countries an opportunity to broaden their knowledge of the 
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problems and techniques of economic development. We expect to continue 

and expand activities such as these, and thus to help make more effective 

not only our own financing, but financing from other sources as well. 

These are the areas in which the Bank now sees possibilities 

for useful coordination between its own operations and bilateral programs, 

to the end that all forms of development assistance may be directed to the 

most productive uses. Others may appear as our discussion proceeds. In any 

case, whether or not coordination takes place, and whether or not the 

facilities of the Bank or IDA are called upon, it is in the end sound 

principles of administration which will determine whether development 

assistance will achieve the results we all seek in the interes t s of the 

capital-exporting and the recipient countries alike. 

JBKnapp/js 

February 22, 1960 



Monsieur le Pr' idant, siwr, 

Avant de vous donn r lea into tiona que je voue 

doia, je voudra.1 1 esocier, u de n gouvernement, aux 

t' oignages d'appreci tion qui ont et, rendu au gouverne nt 

des Et t -Unie pour l'initiative qu 'll a pri a de nous con­

vier a W shington en vue de cette premi re et utile r&union. 

Il n•e ~ ur nous d 1obj ctir cin contest4 qu 

celui d 1a1der la oroissance economique de pa.ya en voie de 

develop 

politiqu . 

nt. Nous ne doutons pe. de la valour de cette 

tut, cett aide eat aot 11 nt donnee sou 

des formes diverses d 1asaiete.nce financi,re ou technique; 

pr dea inveatiase nts a long te ou des cr4dits co r-

oiawtJ ell• et di tribu'9 multilat,ral ent r diven • 

orga.nisat1ona internatio eaJ elle e;st aussi con ntie bi• 

laterale t p r no br d •entre noua. Una coordination, eu 

mieux encol"e, 11harmonisation de cea effort qu •annonoe la 

formation de notr groupe, et bienvenue . 

Ln cooperation demon gouv rn ment nos eftort 

co una de d4velop nt economique se traduit la foia par 

aa particip tion aux institution 1nternat1onale qui rurent 



ore4es a cette fin et par l ' octroi d ' une as 1 tance importante, 

financ1~re et techniqu , iP. la croi aance des territoires afri­

caina ou la Belgique assum, une respona bilite propre: le 

Congo et le Ruanda• Urundi. 

Puis-je ra.ppeler ici la participation substanti ell 

de la Belgique a troi institutions internationales spdoiali• 

sees dans l ' octroi de capitaux a long te aux pay en voie 

de developpement? A la B nque Internati onale pour la Reeons• 

truction t le Developpement , la Belgique a souser1t originai­

rement un montant de 225 millions de doll rs, ouecription 

qui rut portee r &cemm nt 450 milli ons. Les pr mier s j ours 

de l ' annd proohe.ine, par la mise a la disposi tion de la 

Banque d 'un ontant de 6 millions de dollars, la Belg.ique u­

r l ibere le tot l des 40.; millions de dollars appelable . 

Nous avon ,ttS heureux de pouvoir aussi ouvrir a 1 , Banque, 

en 1959, notre ma:rcho du capital pour un ntant de 10 millions 

de dollars - La lgique est, vous le sav z, egale nt membre 

de la Societe Fina.nci ere Internation le. Not r contribution 

au Fonds de Developp ment des Territoires d ' Outre-M rd la 

Commun ute economique europeenne est de 70 millions de dollar 

dont la li~ration commencee en 1958 sera achevee en 1962 .. 



Bin que le Fonds M>netaire Int rnational n ' a1t p 

mi sion d 1assurer le f i nancement d1inv stis ent ~ long 

term , sa fonction ctive de deuxi. ligne de reeerve mone­

taire justifi e qu ' on le mentionne i ci. Car, tout co pt .fait, 

comme le di ait bier M. Jacobsson, qu-e vaudrait notr effort 

commun de finaneem.ent a long t e si , ens ble, nou ne pou­

vions a surer une di aipline onet ire co une et f i naneer lee 

des~ui l i bre tempor ir s? 

Je croi done pouvoir cit r notr quot, aujourd 1hui 

de 337,5 millions de dollar au onds Monet ire , r ppelant 
,I 

l quota d 1un pay co le mien, dont la monna1 eat pratique- · 

ent eonv rti ble , eat un yen de p 1ement international et 

constitue, en fait, a lOOJ l'oetroi d 'une ligne de credit ppe• 

lable a vu . 

Je rappelle nfin qu nous p rticipons toutes le 

institutions des Nation Onie , dont l'action est pr1.nc1pale­

ent ou ace saoire ent utile aux pay ous-dev loppea, A si 

lle n 1 ent1ell nt financiere. Il peut qu l 

codt de no contri buti ons h ce institutions ne soit pa • co 

tel, tr's con ider ble n terme absolu, is 11 s ' ajout aux 

effort substantiels qu je vien de rappeler. 

0 

0 0 



iJ' en viens, enfln, u principal d s inform" Uons q J vous dot 

notre aetlon bilaMrale. Comme vous 1 · v ,z, en st cent-rt- . sur 

le Congo belge t l s territotres ou.s manru1t du F.uanda Urund1. 

l e d"veloppement du Congo bel s' st cc~lt r O d'une fac;on 

remarquable depu1 la mlse 

d~cennal de d",v loppernent. 

xl2tcutlon, 11 y a dix ans, du pl· n 

Au cours d cette dtcade, 1 s 1nve Us ment bruts du Congo 

ont ttelnt nnuellement, en moyenne, 26 pour cent du pr du1t n Uon l 

brut. 

i n chlffr ab olu, las investtss manta totaux fall au Congo 

se · ont ~lev~s, pendant c tt m@me p ' rlode, 2.6 mUllards de doll rs. 

l es 1nvest1s ement priv~s r pr~sent nt 60 pour cent d ce total, 

~ savotr 1.5 milliard de dollars, les inv sUss ent publics font le 

rest : l ,nUUard de doll r dont 800 millions affeet.r1 • 1' x~c tlon 

du pl n ~ -cennal que je viens d menUonner .. Ce inv Us em nt 

ont aceru d ns une mesure tr¼ consid.~r bl la capacltc~ productiv 

du territotre: la moy -nn ~ annu lle de 1 cro1s ance du rev nu national 

trut co olais fut de ."I pour c nt. Des inv sti ement de cet npl .ur 
~ ~(lt,nl,-

ont cepend nt d rnand-.. un effort financ1 r Q.Ol~~li¼&te auqu-1 l B Jgiqu 

a ontr1blll! dans un tr~s gr nd mesur . 

( 

I e fin- nc ment des tnve U semen pri· f fut surt: prtneip::a l ment 

par l~s soei,.tt\s b lges, clans un tr~s lar · mesure p r 1 r tnve Uss .. 

m nt au Congo des b~n fices qu'ell s y av· lent r ~ali .s . 



Cuant u f1nancem nt de inve tlas men publics U fut assur · , 

pour une tr~s lat>ge p t p r des emprunt ~mis}lOit n Bel ique soit 

l'ttr ng T' av ~c la gar ntte du gouvel"nement b lg . "u cours de 

s pt derni ,.re annl-es Ja 1 m · rch b lge e capitaux a l 1 four"" 1 

250 millions de dollar u Congo. Par Uleurs le Con o a ~u emprunt r 

aux 1~t.ats-Unis, en Sutss et aupJ"eS de la BU,·t, . I .1 garant11.:1 belge qut 

ppvJe ce ... emprunts atteindra dans quelque jour.., lor Q}l l s n"•goci Uo 

en cours avec la Banque Internationale s ront conclues, comm nous 

l'esp·rons, favorablem nt, la omme d 220 millions de dollar . 

. B~lgique a ~g l ment financierr::m nt aid" le d(~veloppement 

:.conomique et social du tertlto1re sous mandat du . . uanda Urund1. J.,u 

eours de c s dlx dern ieres ann~ea, s contr1button atte1nt le chtf1r 

de 78 millions de dollars . Ce avances eont sans 1nt.6r"t et ans 

"ch~ nee. Le ter 1t.o1re du ·uand Urundi a ~gal ment obt nu un pret 

de 5 .mllltons de dollar de la •. mque Int rn tlonale pour la ·.econtrucUon 

et 1 D~veloppem nt, touJours v c 1 r nu de lc1 Belgique • 

• 

Au inom -nt ou, proc ln ment l Congo v d ventr 1nd ;,,endant, 

l Bel~1que v1ent d' t ccronr son i:ipj;Jw. financier . ! budg t be lge pour 1H60 

P!''4vo1t, en plus d•une contrlbutton portt .. 16 mUUona de dollor pouT" 

le t rritoire du ~ .uanda Urundi, une lit istanc gr~tulte au Cc.ingo d 50 

millions de doll rs t u.n cr·~dtt de 00 millions d doll· rs n vue de l 

7 



eonstltutlon d'uhe soc! '.t~ belgo-congola1 e d d· elop em nt que nous 

envl.s geons de er1>er proch inerncnt. I 'ensemble de ce er~cllts 

budg~taire se monte done pour 1980 a 86 millions d doll rs . 

De plus, dans le domain monHatre, un ccord de coop•~ ration vient 

d' tre ign(! entre la Banque N· Uonal d B lglque et a BtJnque Centr le 

du Congo Belge au terme duqu l cette dern1er . sera mlse en mesu 

de bfln "-ficier de crl-dits a court terme de l B.:mque NuUonale de 

Belgique concurrence de 40 mtlUons de doll rs. 

C'e t galement dans le but d fac!liter l ~rlod de tr· ns1Uon 

actuelle que les socl~t s belge qui operenl u Congo v1 nnent d'ucc t r 

d•eff ctuer anUc1pat1vement c rt· tns paiemen u Trt .. SOl" congola1 et 

pour r nf orcer le r ~s rves de change du Congo, d tr nsf rer dans 

c p y un partie de le~"' f on de trt!soreri . Au total, c 

et tra~sferts e montent environ 50 millions de ollars. 

r. n Belgiqu a 1'1ntenUon d'aider d ns le mesure du PoS 1ble 

et u mieux d es moyens le nouvel ~tat ind p ncbnt poursubvr 

sans heurt on progrtts l}conomique. . rmi d'autr mesur • mon 

Oouvern ment envisaged ndre a a ctklrge une p rU import nte 

de 1& r f muntr Uon d agents belge qut as urent en ce moment 

1• dmtnistration du Congo et qui se ient ma'inten dans leur · ct1v1t s 

apr s l' · cc ... Plndtpendance du nou~ 1 t>t t. 11 mble que 1 s · g nts 

de l'ftal au Cong~ t.teraient u rvlc du Congo 1nd~pend nt pourraient 
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reprl>senl un ef:facUf de 10 .000 per onn s environ. 

r ' genda de nos r l!union nous invite menUonner le lnsUtuUons 

d( di· ea a 11aecrolssement de notre a sl~tane aux pays n vole de 

d e. veloppement. Une conft r nc ~eonoruique a laquell p rttdlperont 

le gouvern ment belg . et de reprt• ntanta congol i dolt s•ouvr1r 

B!"axell s le 15 vrll procbatn. 1 :ue ra chargt e notamroent de 

r .comm nder la ere·· tlon d'lnsUtutions qui facilit ront et f vori ront 

la collaboraUon entre I Bel 1qu et le Congo. l a S ei~t , Belgo-Corigolatse 

d d~veloppem nt, que l' 1 mentlonn~t: , en st une. 

l · B lgiqu , comm VOW3 tous, est dispo ~ · m· tntenir d l 

me ure d ses moyenstJl sa pa tktpation l'effort gi:-.n~r l en fav ur 

des pays o :.c1~v lOP?- : ujourd'hui, etpendant sa t.ache e ntt-11 

co iste, pa,- priorit ' , ' v Uler · ns toute l mesure du po ibl a e 

que l'acqui ltlon de l'lnd/!pendance par le Congo ne compromett as s c1 

erois ance ~eonomique et ce que celle•e1 se poursu1ve au rythm sout ~nu 

que nous avton.s r .. usai "' ere r au eour de annt s r ecentes. Cec1 

1mpl1qu.e un s crt!iee f ncter important, lnei qu'une olutlon at1 f· 1 ant . 

de divers probl mes structur ls et tnstituUonnn ls qui sont actuellern •nl 

l'"tude. 1 e suec~ de cett ntre rise, q nous bordons avec conf nc , 

est 1ud1 abl l no voulons maintentr t d velopper un clim l 

favorable aux lnvestt s ments prlvl• qu.1 dev ont eornm d ns 1 pass4 

Jou r un p rt pr' pond, r nt d ns le d~v lop~· ment du Cc ngo. l orsqu 

je pal"le d lnve Us ements priv~ , je pens tout aut nt •. ux Inv: sUssements 

1,irlv+!· ~lr ngers qu b lg a c r le Co o doit r steT c qu'll toujours 

~tt-: une port ouv rt· u c plt~ ux tau comm re • 
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A cet gard, un de nos t"ches c:onslste sans · ucun doute promouvolr 

le malntien d'une politique qu1 as urera la s~curite des capitaux et de 

la main d'oeuvre. n est im ortant ~ 1 ment que l'efforl public en 

vue d'un dtv loppement ati nnel que nous avions commenc{j et conUnul! 

avee succ~s gr§ce au plan d cennal, puts e @tre maintenu a!ln qu l'aide 

dent le Congo aura besotn dem in b~n~fici d'un maximum d'efficaclt~ . 

A eet ~gard, les 1nstitutiona 111\ rnaUonales peuvent etre d'un grand appoint 

grace a leur caract~re multila~ral, tant sur 1 plan f1nanc1eT que ur 

le pl n de I 'aide technique qui leur permettra nota mment de contrlYuer 

au maintlen d'un progr mme rationnel de develop ement pour le Congo. 

Vous oompr ndr ez que je me soi a limi te , dans ce br ef expose , 

aux a pects economiques et financier de l ' aotion belge en Afrique , 

sans m' etendre sur les aspects politiqu s d cette act ion. J ' aime­

rai a conclur e cependant en aouli gnant que nos ef for ts t l es sa­

crifices au.xquels nous oonsentons s 1i nspirent de notre resolution 

a collabor er, avec lee aut r ee puissances du monde occi dental, a 
l a creation d 1une Afrique prosper e , paisi ble et l ibre. 
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February 2, 1960 

' Mr. J. Burke Knapp 
Vice President 
International Bank for 

-.:,E!~~_.,,.,,.;o,--•- ,i.., ~~ ... , 

Reconstruction and Development 
Washington, DoC• 

Dear Burke: 

c:;1. 
The Berne Union meeting which was held on January 28 and 29 went 

off without much excitement. As usual, the Bank representative was 
treated with particular courtesy and was able to express some of our 
opinions about the countries in which we are active. As usual also, 
the various members lrere glad to hear about our activities in the field 
of lending, missions, technical assistance, survey missions, etc., in 
the various areas about which we can really say somethingo I have al~ 
ready sent to my office a summary of the remarks made about individual { 
countries by a number of export credit insurers or guarantors, and I \ 
have asked that these notes be distributed to the area departments. 

The main points worthy of note are perhaps the generally good ex­
perience with the Eastern block countries, the considerable concern ex­
pressed about Brazil and Cuba and finally, the very generally worry 
expressed about Venezuela. As always, I have the impression that the 
information at the disposal of most of the Berne Union members was 
largely made of current gossip among commercial and banking circleso 
As usual also, the Ex-Imbank on the one hand and more partictilarly the 
British EOGD showed considerably greater acumen ·. in their judgment which 
is obviously based on very much more serious informationo 

The only point of policy which came up during the discussion con• 
cerns the fear of the export credit insurers that longer term credits 
will be made available by the larger countries in growing amounts and 
that the 5-year rule will be either by-passed or broken. This was ex~ 
pressed by the Belgian in the form of a comparison between "financial 
credits" and "suppliers' credits". This concern is probably due to a 
number of factors. They were not spelled out, but I would list them 
as follows: 

a) The smaller countries feel that they do not have the means to 
provide for longer term financing and they are deeply worried 
about the trend towards longer term credits already evident 
in Germany and suspected in France and perhaps Italyo 

b) In spite of the fact that the Berne Union rules have been 
broken from time to time, on the whole trading competition 
properly said has been held within reasonable bounds. It 
would be nice to keep it that way. 



c) On the other hand, the export credit insurance agencies lmow 
that it is not within their competence to influence their 
governments one way or the other if these governments want 
to make more financial credits available abroado 

This concern was expressed in paragraph 3of the attached Press 
Release which was the object of considerable discussion. I can reassure 
you right away in adding that I kept carefully silent while it proceeded. 
To my surprise the Ex-Imbank also had nothing to say. It is true that 
they have never felt obligated under the 5-year ruleo As you will see 
from the text, the stand taken by the Union is not very clear nor is 
it very strong. What it really means I think, if I may be allowed to be 
ironical, is that the credit insurers would rather renounce a larger 
share of the new business than manage government credits abroad in a 
manner wbich would break the 5-year rule. 

As a matter of fact, part of the discussion sounded very much like 
an attempt to probe into the operations of the Kreditanstalt fur Wieder­
aufbau. The Hennes professed almost complete ignorance and only indicated 
that they themselves had not been asked to guarantee the credits granted 
by KtW. Actually they sounded as if they were sorry about it. As you 
know the Federal Government can grant guarantees themselves. 

There was at one time a hope that a strong resolution would be 
adopted for submission to the Committee of 8 which is to meet in Wash­
ington end of February or beginning of Ma.rcho Our Canadian friend, who 
at present is Chairman of the Union, was very keen on getting such a 
resolution passed and, quite naturally, the Belgian and the other smaller 
countries were all for it. Watered down as it is the resolution can 
hardly make much of an impression. 

Incidentally, the head of the Belgian Ducroire agency had heard 
about the Cope Plan, I think through the European Investment Bank. He 
was very hopeful that something could be worked out on these lines and, 
again to my surprise, he contended that the resolution adopted by the 
Union in no way meant that the Cope Plan was set asideo After all, he 
said, the iorld Bank proposal would mean that there would be two opera~ 
tions: one financing a f raction of the investment at medium tenn, and 
the other financing the balance at long tenn and the Berne Union rules 
would be respected. 

I thought you ought to hear about this rather confused discussion 
not because our friends the credit insurers show a very keen sense of 
international finance (except as always Ex-Im and the British) but be­
cause this is one more indication of the strong pressure towards long­
tenn lending in Europe. Gene Black would tell me that as long as it is 
bilateral and tied the threat to orderly international financing remains 
extant. He is quite right, but in my opinion more long tenn money should 
be considered welcome news in any case. 

Don Fowler and I are now busy sorting out candidates. Our Italian 
friends do not seem to have been very effective in their preliminary 
screening but after all Rome remains a beautiful city, so why complain? 

Ever yours, 



PRESS RELEASE OF BER.NE UNION 

A precedent setting General Meeting of the Berne Union was held in Rome on 
January 28 and 29, with attendance of delegates representing export credits 
insurers from 16 countrieso The Istituto Nazionale Assicurazioni, which recently 
joined the Union was welcomed on its appearance for the first time as a Member at 
a General Meeting. An observer from the World Bank was also presento This was 
the first time in the Berne Union's 26 years of existence that two General Meetings 
in the same year were deemed to be necessary in view of the growing demands for 
export credits insurance and the ever changing pattern of international trade. The 
economic outlook of various importing markets was reviewed and careful consideration 
was given to the terms of payment for the various categories of goods exported on 
short and medium term credit o 

Export credits insurance for consumer goods sold on a short term basis is 
mainly used to cover exporters for both commercial and pol i t ic al risks on sales to 
foreign buyers over credit periods appropriate to the particular goods and 
circumstances, but generally not over 180 days . 

At the Rome Meeting, in considering the more complex question of export credits 
insurance for medium term transactions covering capital goods, the Berne Union 
reaffirmed its determination not to relax the five-year maximum post-delivery 
credit ruleo This maximum of five years should in any event apply only to 
substantial orders for the heaviest classes of equipmento 

The Berne Union has been successful in maintaining orderly practices in the 
realm of suppliers credits through the rational cooperation of its many members . 
Members of the Union unanimously expressed their opinion that it is contrary to 
the interests of orderly competitive trading if the insurance or guaranteeing of 
financial credits results i n a distortion or circumvention of the terms agreed by 
the Union covering suppliers credits. 

The President of the Berne Union, Mro H.T. Aitken, who is President-General 
Manager of the Canadian Export Credits Insurance Corporation, expressed the view 
of all members that the successful operation of export credits insurance could be 
seriously jeopardized if the established limits on insurable credit periods were 
materially relaxed. 
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TO: Mr. Knapp 

FROM: Mr. Leona.rd B. Rist , (in Paris) 

FILED UNDER: Liaison - F .A.O. 

SUMMARY: Page 2, para. ( c) • 
Re discussion with Mr. sen. 

Mr. Sen' s main preoccupation was the Committee of 8 on aid to under­
developed countries which you will see in a few weeks in Washington. He was 
apprehensive at the thought that a new organization might be created tmich 
would try to handle its own technical assistance in practically every field 
and which would by-pass the United Nations' agencies and supplant them by 
purely creditor countries' assistance. He bad somehow imagined that this 
Committee bad already reached the stage of resolutions, decisions and action. 
He could hardly believe me when I told him that at the time I le.ft Washington 
the problan was to find an agenda. 

He is right however in this sense.that the issue may arise some aey, 
but I can hardly imagine that individual A Uantic countries, or wgichever 
organization will succeed the QEJix:; will be in a position to substitute for the 
enormous ar.iount of technical assistance provided by the existing u.N. Special­
ized agencies . 



Messrs. Cop , osen, Aldewer ld, Rucinski_ , 
Demuth, Broches 

J . Burke Knapp 

"Coordination of Aid to Underdevelop d Countrie 11 

February 2, 1960 

The recent economic conference in Pris resulted 
in the establi hment of 

a) a group of "Four Wise Men" to tudy the prq 1 
of the future organization fior econ ic work in the estern world, 
and 

b) a pecial Conmittee of ight to study the problem 
of coordination of aid to underdeveloped countries. 

v T O"" , "U;f l, o 
Attached 1s a copy of a letter which Mr. lack has 

received from Mr . Burgess, Head of the U. S. Mission to NATO and 
the OEEC and Chairman of the "Four ise Men" , asking the Bank 's 
vi on matters of concern to them. 

Also attached is a copy of the Resolution on 
Development As istance, adopted at the Paris conference, together 
wit h a copy of Mr . Dillon' s statement outlining the u.s.• 
conception of the functions of the Committee of Eight . The Committe 
plans to h ve its first eeting in Wahington on rch 8- 10 and it 
is expected that th Bank will be asked to present its views regarding 
the need for coordination of aid to underdeveloped countries and 
any suggestions which it may h veto ace plish this purpose. 

Will you kindly attend a meeting in my office on 
Frid y , February 5, t 2:3 p. m. to initiate discussion of these 
matters . 

Attachments 

JBKnapp/js 
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GROUP OF FOUR ON ECONOMIC ORGANIZATION 

ESTABLISHED BY THE RESOLUTION OF JANUARY 14, 1960 OF THE TWENTY GOVERNMENTS 

AND THE COMMISSION OF THE EUROPEAN ECONOMIC COMMUNITY 

GROUPE DES QUATRE 

POUR ETUDIER LES PROBLEMES D ' ORGANISATION ECONOMIQUE CREE PAR LA RESOLUTION 

DU 14 JANVIER 1960 ADOPTEE PAR LES VINGT GOUVERNEMENTS ET LA COMMISSION DE LA 

COMMUNAUTE ECONOM IQUE EUROPEENNE 

1 REC'D 

W . RANDOLPH ·BURGESS, Cha irman 
BERNARD CLAPPIER 

HOTEL MAJESTIC 

SIR PAUL GORE - BOOTH 
XENOPHON ZOLOTAS 

Ill AVENUE KLEBER 
PARIS 16, FRANCE 

TEL : KL E 52•00 
BAL 2 1·18 Secretaries - Secreta ires 

ANDRE SELLIER 
PETER WILDE 28., lg60 

Dear Mr. 

In accordance with the Resolution adopted by the 20 Governments 
and the Comnission of the European Economic Communi~ on January 14. 
the Group of Four on Economic Organization listed on this letterhead 
has been formed and today held its first meeting. 

This Group proposes to begin consultations immediately with 
representatives of the 20 Governments and the European Communities 
and appropriate international organizations bearing on future economic 
organization. In the next few days we are meeting with the officials 
of the OEEC and the European Communities and we should like to follow 
that with consultations with representatives of all 20 countries and 
appropriate international organizations. 

Since this Group is charged with the responsibility of making a 
report to the representatives of the 20 Goverrunents in time for a 
meeting on April 19., we plan to have a draft of our report in the 
hands of these Governments in the early days of ~pril. To achieve 
this purpose, it will be necessary to devote the month of February 
to consultations and the month of March to the preparation of the 
report . 

Honorable Eugene R. Black, 
President., 
International Bank for 
Reconstruction and Development, 

1818 H Street., N. W. , 
Washington 25., D. C. 

This 
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This time schedule could hardly be met if the Group visited 20 
countries . We should therefore like to inquire whether you could 
communicate your views about these questions to us in Paris, either 
in writing or through representatives., or both., during the course 
of the month of February. We will try to arrange our schedule of 
consultations for your greatest convenience and would like to lmow 
when., and in what form., you would be prepared to present your views 
on these important questions. An early response would facilitate 
our work. 

As a general guide in this work we are transmitting both the 
Resolution adopted on January 14 and a tentative list of questions. 
We shall appreciate the frankest and fullest possible expression of 
your views on these and other points you think we should consider 
within the framework of the Resolution. 

The Group of Four is undertaking this task with a full appreci­
ation of its importance., not only for the countries concerned but 
for our wider relationships in the free world. 

Sincerely yours, 

w. Randolph Burgess 

Enclosures 2. 



SUGGESTED QUES'l'IONS TO BE CONSIDERED IN CONNF.CTION WITH THE RESOLUTION 
- - - - - - - - - - - - - - - - - - - - m • - - - - - - - - - - -

1. In the light of the Paris Resolution of January 14, 196(), what 
specifically are the major cooperative tasks in the economic 
field which could best be accomplished through an appropriately 
reorganized or reconstituted organization? 

(a) What needs to be accomplished on a continuing basis in the 
field of general economic and financial policies, with a 
view to contributing to economic stability and growth? 

(b) What needs to be accomplished on a continuing basis in the 
field of assistance to less-developed areas? 

(c) What needs to be accomplished on a cohtinuing basis in the 
field of trade and payments policy? 

(d) What other tasks should be entrusted to the organization? 

2. If it is decided to bring about an appropriately reorganized Qr 
reconstituted organization to deal with the above tasks2 

(a) What general responsibilities would it be necessary or 
appropriate for all parties to assume as a condition of 
membership? 

(b) What specific types of activities and functions should be 
performed by the organization? 

3. In view of the aims and functions of such an organization and 
the general responsibilities of all partiesg 

(a) What should be the structure of the organization 
(e.g., provisions for council, secretariat , subordinate 
bodies, voting procedure)? 

(b) What should be the membership of the organization? 

(c) What arrangements, if any, should be established in regard 
to association of countries not members of the organization? 

(d) What arrangements, if any, should be established in regard 
to liaison between the organization and established inter­
nat:J.onal bodies? 

4o In addition to the foregoing applicable to all parties, what 
specific activities and functions of the OEEC and its. subordinate 
bodies shoul d continue to be the subject of economic cooperation 
among countries now members of the OEEC? 



CES/2/FINAL 

SPECIAL ECONOMIC COMMITTEE 

JANUARY 12 - 13, 196o 

ORIGINAL : ENGLISH 

Resolution on the Study of the Reorganization 

of the O.E.E.C. 

Representatives of the Governments of Belgium, Canada , 

France, Denmark, the Federal Republic of Germany, Greece, 

Italy, the Netherlands, Switzerland, Sweden, Portugal, the 

United Kingdom, and the United States and the Representative 

of the Commission of the European Economic Community, 

a) fully appreciating the c~operative work accomplished by 

the O.E.E.C.; 

b) wishing to ensure the continuity of cooperation in the 

fields where no change is called for; 

c) Determined to pursue economic policies which will contribute 

to stability and growth in the world ecor.omy, includi ng 

trade polic_ies di:n:)ct ed t 0 _ _!,_~~-~~~ of _!'conc·mic r es0urces 

and the maintenance of h2., ·monicus inte::.•;1.ati('~al relations; 

d) Conscious ef the need to devote increased efforts towards 

furthering the development of less-developed countries; 

... / ... 



CES/2/FINAL 2.-

e) Recognizing the importance of continued cooperation to 

ensure the achievement of these objectives. 

f) Noting the desirability of arrangements which would 

enable full participation not only by the present 18 

Members of the Organization for European Economic Cooper­

ation but also by the two associate members. the United 

States and Canada; 

g) Desiring to proceed with an examination of improved 

organizat i onal arrangements which could best accomplish 

these purposes ; 

h) Recognizing t~e equal interest of all member and associate 

member governments of the Organization for European 

Economic Cooperation in this matter; 

PROPOSE 

1) That a meeting of senior officials of the twenty Governments. 

members or associate members of the O.E.E.C. and to which 

the European Communities shoul d also be invited, be convened 

in Paris on April 19, 1960 to consider the question of 

approprlate arrangements to achieve the obj ectives stated 

above; 

2) That, in orde::· to f acllito.te the wo::.•k of such meeting , a 

group of four per-,s-vns c or~sist:J r~; cf ...... Cl • • • • • , • • • • • • • • • • • , 

• • . • • • • • • • • • and • • • • • • • • • • . • S!'wuld he "'1j_)pc; i r:•t0d to prepare 

a report which would 

a) examine the most effective methods f or achieving the 

objectives r~ferred to above and make appropriate 

recommendations with respect thereto; 

b) submit a draft of articles of agreement. shoul d their 

examination of this question indicate the desirability 

of bringing about an appropriately improved organiza­

tion for economic cooperation; 

... / ... 



c) Identify those functions at present performed by the 

O.E.E.C. which should continue to be the subject of 

international eci~B~i~egog¥~illti~i~~e1n~~udtnii~evised 
of the proposed/organizational arrangements with respect 

thereto; 

3) That the group named above should consult with all twenty 

governments and the European Communities and appropriate 

international organizations during the preparation of their 

repo:..•t without, however, committing any government as to 

the content of the report which wou::\.d be submitted by them 

in their personal capacities and which would be open for 

discussion and negotiation at the meeting envisaged in 

Paragraph l ) above. 



TELEPH O NE BABYLON E 17- 10 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25 , D. C. 

PLEASE REPLY TO 

PARIS OFFICE : 67, RUE oe: LILLE 

PARIS (7 <) - FRANCE 

January 26, 1960 

Mr . S . R. Cope 
Director of Operations - Europe, 

Africa and Australasia 
International Bank for Reconstruction 

and Development 
Washington, D. C. 

Dear Raymond: 

C ABL E A DDRESS : INTEIA~- RA O PARIS 

I don •t know whether Denis talked to you last 
week about the meeting of the Eight in Washington. 
In case he did not, he and Robert Hall from the 
Treasury, and John Chadwick from the FO (No . 3 in 
the Economic Department) will be going . That, I 
gather, is the kind of level at which governments 
will be represented . 

It is the idea of the US that meetings should 
rotate; the UK thinks it would be more sensible to 
stick to Washington for all of them; other countries 
tend to think that if the result of the committee is 
going to be that they have to put up money they 
should at least have meetings in their capitals . So 
it is anybody's guess what happens~ It seems to me 
that if all the meetings are going to be in Washing­
ton or if you can send Mike whenever there is one I 
need not bother to come for the first . If they are 
going to rotate and you are not going to send some­
body each time then I suppose I ought to come. 

Yours ever, 

Joq_n Duncan Miller 
Special Representative in Europe 



' q 
f_ • 

1: lJJ!OIT/JUl➔ ! ll!I 
I, * Jim.a " ' 
1<'.' :'fl 

----- ~ 

rlO, )H'1A9 JAll10ITA"1rl3T1'11 
Tvt3M90..J3 Y.30 OvtA 1110JTOUrl ev1003rl 

.o .a .as YIOTE:>YIIHeAW 
01 'I"' 3110.JY&AI'! 3"10H<u.,:,1 

:!IJJI.J ::110 :!IUf\ ,e :301'1 "'1 0 2IS'tA9 

Oo(' I f ciS '['I - urmt 

eqo ') . 8: . 8 • 'I 

~eao'Iu~ - anolis~~q0 1o 'lojoe'llr 
stesis'Ij~uA ~n~ soi:'11 

noljou'ljaaooeff ~o1 ~nBR [saoljsn~sjnr 
d'0P·1qoieveL bnn 

• • Q ,r.:oj;gnlr'BB .'l 

: nf!Olif\;.'3 H 'I .s e G 

je£I I.JO"\: oj be~I.sj c innQ 'le.cijed ·, woru J I nob I 
. nojsnlrla.s~ · ni j.d;gl:B: er!J 1o 3n.i:~h,om ori~r ;tuod.n :;cree '✓ 

erlj mo'l1 II.sH j'lcdoH bnB orl ,joa brb erl 0P.so nI 
nl ( . ow) O'iI erlj mo<:r'l :i-l:oiwbnrl:) nrioT, f.1.rm t ~'I're.serrT 
I t j.srlT . 3n.i:03 ed IIi'.:i (;jnem;t'1flq0 ol:Ll1JaooS: e.rij 

ejneffif!'levo3 doldw jc IeveI 'lo bal2£ ertd" e.i: , 'Is.rLtB~ 
. bsjneee~qe'l ed IIlw 

biuode e3nl j eem j.ndj 2U edj 1o s0bl edj eJ jI 
oj eidianee evrnm ed biuow jl 2,~{alnj m_r ed:t ~ej.sjo'I 

eei'Ijrruoo 'Iedjo ~mer!j 1o lis 'lO'l aoj ""a1.rfa.oL· oj xoLte 
al eejj 1:rrurro:) edj· 1:o jI.uee<:r e.ri;J- 1:l ::r.s.rU Jfnlrij o;:t bned­

-v;erlj ~eno.rrr qu juq od" evs.d Y,edj j.s!fj ed od" ;gnlog 
08 . ais;t.i:q.s:) 'Iledj a.1: e3nlJeom 0v.s1i d"a.seI j.s .f:D.roria 

em o;t ameea ;:l· I ;, eaeqq.s.r! j.e.dv: 2aeug 2 1y;bod1cn.s al ,j.i: 
-a~lrla.sW nl ed oj ~nlo3 e'ls a3al;toom adj Ila 11 j.srlj 

I eno a.1: erred;t ~evenedw e~lM baea W:) ~oy; 11 'IO noj 
e'I.s 1<:erlj 1I . je.'Ii:1 edj '!o1 emoo oJ 'ledjod j·on Leea 
-emoe bnea oj galog jon e"r.e HO'V," bn.s ed".sd"o'l od" :gal:o i 

• emo:) oj jd;s.uo I eaoqq.ua I nerrj- em.i: j d::,.se y;bod 

t'leve e'luoY 

( 

I 

'IeIIlM n.e::>rwa rulot 
eqo~u~ al evJjsjneae~qeH I.sloeq2 

' , 
'-, 

J 



~ORM No. 209 INTERNATIONAL BANK FOR 
( 1. 60) 

RECONSTRUCTION AND DEVELOPMENT 

INCOMING MAIL Date JAN 18 1Qr.:; 
~'-"u _, 

ROUTING SLIP 

Mr, Black 1024 Mr, Perry 513 

Mr. Broch es 1113 Personnel Div. 207 

Mr. Cargi 11 614 Mr. Poore 801 

Mr. Cl ark 1113 Mr, Prasad 716 

Mr. Cope 813 Mr. Ramm A3I3 

Mr, Demuth 506 Mr. Reamy A3I8 

Mr. Doucet 1017 Research Files 822 

E. D, I, Mr. Rist 716 

I", Goor 705 Mr, Rosen 614 
~ 

Mr. Hauenstein IOI Mr. Ruel n ski 600 

~r. Howe y ~ /1 8(LJ.,- Mr. Schmidt 513 

1r.~f ~t /ioo3 Mr. Steven son 600 

--_,.,..~Knapp/ 1024 Techn I cal Op. 309 

Mr. Lejeune 813 Transl at ion 804 

Mr. Mendels 1017 Treasurers 700 

Mr, Nurick 1121 Mr. Worthington A3I6 

Office of Info. 228 .,,, \ 

Office Services 111 7,,/ l t>::J 
Remarks: 

r- 'II: Commun i ca ti on s Unit - Room P-106 (Ext. 3630) 



ua.ry 15, 19 

Mr . on • Bla.ok 
reaidGnt 

Int ma.t.io l tor 
onatruotion and Development 

ehingt,on 25, u •• 

hie bae boon 1o few daya 1n PaJ'1t, •• who 
••r• part,io1. :t .in inner meeti a where baa 

und r dieouaeion. speak1.ng, t o rri 
do.7 a ly, at t.b ooat r Unga 

am lor oountriea who could n lted 
e• o events. ri fly the u.t..o : 

) AQ'J~mnen o • apeoia.l group 
tea 11~-~•"""' 

to r t, r oount.r1e•) , t• 
p he t on 

b} le to lioh, probl\bly within eighteen 
con o whio b Unit 

ld beoomo tu · 1th1n th1• 
n would. a •h two the 

tho en - th•~• e no n thia 1n 

o) upon t, or a o itora 
•, ho m•• 1 · on. within 

, to prob o t 
und . lo • At d 1e the t xt of 

eolut.ion on thia subjeot which w a ti lly a.dopt. 
uely. 

l th1 will t eaolut1on ore or l • e lt- exp tory 
and it oloa ly follow■ the Una of think in hin on b tore tht e t-
ing. r ' t 11 1 potnta y of intereet,1 



1) 

l) 

4 

J . • 

Enclosure 

I 



' . 



SPECIAL ECON IC COMMITtt'll 

Reeolut1on on Development A■ i■tanoe 

!he Speoial Eooncaic Coaaittee . 
Bavin& been intorme4 ot the desire of th• Govenuaenta of 

»•1&1 , Can da, lr&noe, Genu.ny, Italy, Portugal, the Unite4 
Xiq4 , and the United Stat••• and the Oommia■ion ot the 

pean lconoaio OomrtQDity, who, in addition to their contribution to 
international organiaationa, are ll&king available or y be in a 
poa1t1on to ll&k• arailable a aignitio nt tlow ot long te tunda 
to erdeTeloped are•• to diaouae on& .the elvea the question 
ot ~•obniquea to f oilit te auoh flow of funda, taking into 
conaidere.tion other e • of aaaiatanc to de~eloping countriea1 

Iota• that thee eight Govermn nte and the Co iaaion ot 
the :European Econo 1c C01111nmi ty intend to meet tog ther to . 
diaouaa verioua aapeota of coop tion in their et!orta, and to 
inTite other additional capital exporting countriea to participate 
in their work or tom et with the aa y from t to tim appear 
deairable, andto oon■ult with eucb ultilater l organisation• 

. aa the International Bank tor Reconstruction nd Development and 
the European Invest ant Bank. 
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INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, 0 . C. 
TJLC:~HO N & MONARCH 3 4 5Z, 34',l53 aLC A00RltSS 7I NTBAl"RAC LONOON 
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F'LEASE REPLY TO 

LONDON OFFICE : 27/ 32 OLD JEWRY 

LON0O.N. E . C. 2. - ENGLAND 

J. Burke Knapp , Esq . 
Vice President 
International Bank for 

Reconatruct1on anl Jev~lopment 
1818 H Street , N. ,. 
' ashington 25 , 1) . C. 

Dear Burke : 

Dece~ber 10, 1959 

Many - th1¥1ks for y0ur le~tir of Dec~mber 1st . S1neo I wrote to ' 
you on Hovembcr 25th my conversations in London, mostly with Denis 
Rickett , have 1ulled some uf ~he loO Sl➔ t hreads together . I told Gene 
some of it at various moments but some I have picked up since he left . 

Probably R;ue Sergt,nt ~aid that OLLC was not thinking of doing 
anything becauo~ at the ti::ne he left Paris thay had not considered the 
matter . The su5gestion that they should seems to have been very recent 
and to have come from London . 

' What ~enis told me is at present largely his o·.m thinking an has 
not yet become offi cial policy . He sees the future of the OEEC as a. 

. "r~gior. fund -ra. · · ~ q_r_ganj.za t · on~ (his ~x ress1;,0 __ 1) _for th __ j3ar.k and 
I':JA . He wantJ to ensurti :l.d. t :.i... rope not only dpee eno~h but is genE:rally 
roalised to be do ·ine; enough to encoura5 e the U.S . and he thinks OEEC could 
be a useful cuordinator both of effort and informativn . But he is against 
letting them havo any say in the disposition of the funds raised . That , 
it must be cleP.rly understood , is the Bank ' s j ob. The talks with Dillon 
went well a.nd gene~ally foll~w~d these lines though Denis is not quite 
clear whetl er tlie U. S . do not want the OEEC to havo a rider role tha...1 the 
u.t . does. 

Tho U.K. is also becoming more and more interested in the problem of 
coordination and ensuring that loans are , to the greatest extent po~aible , 
untied. Denis tlunks OEBC might play a useful role here of the same kind 
they did over the lib&ralieation of trade. That is , they miBht coordinate 
and th~n police a...11 agreement th t , for example, 50;-~ of all loans are W1tied 
for the first yeRr , 6oJ'o for the second year and eo on • 
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Denis therefore thinks that Leon~d Rist's mis:sion was one of t he most 
important exercises we have ever undertaken and i s awaiting his report with 
i mpatiencE:i. His present idea is to suegest t hat the Bank should call a 
meeting in March or April to discuss the report. (I also sugges t ed to Gene 
tha t it could be the subject of the ~eating to open the Avenue d ' Iena.) 

These problems - particularly the question of tied and untied loans -
will probably come up at the OEEC inisterial ,eetir.g on January 14th, 15t h 
and 16th, which Dillon will attend and to rrhich Gene i e;oing to get an 
invitation . I think it w0uld be a good idea if be coul d come, if onl , a 
Denis s·ays , o see that no ccisions a.re taken whicli woul , be embarras ine 
to the Bank. 

You i ll be Betting all this through official O .K. channels over the 
next few weeks but this is an unofficial preview . 

' 

\ 

Yours ever, 

~1~l . 
Joh!1 nca.n ~ 

Speci al Hepre entative in Europe 

- ... .. • 4 - .. . .. .. 
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INTERNATION AL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

MEMORANDUM 
ro: Mr. s. R. Cope DA TE: December 1, 1959 

FROM: A. M. Kamarck 0-
SUBJECT: Some Developments in the Coordination of Aid to Under-developed Countries 

The purpose of this note is merely to call to your attention a matter 
which may cane up in discussions with Mr. Black in Europe: 

(a) The recent NATO Conference 0f Parliamentarians adopted 
a resolution caJ.ling for a commission of outstanding independent 
economists from both developed and under-developed countries to 
be convened by OE.ID to formulate an aid program for the under­
developed countries. 

(b) The representatives of the Seven in initialling the 
convention for a European Free Trade Association on November 20 
adopted a resolution which they have offici~ communicated to 
OE.En announcing their readiness to initiate negotiations with 
the Common Market countries to avoid a new division in Europe 
and to achieve common action on" • •• the problem of aiding the 
less developed countries in Europe and in other continents, 
which is one of the foremost tasks of the more advanced e·ountries" . 

( c) The recent meeting of the Finance Ministere of the Common 
Market coantries discussed the problem. of development aido They 
agreed no new organizations were necessary. However, they were in 
faver of adjusting their development policies to each other in the 
international organizations and in bilateral aid programs. 



ORGANISATION EUROPEENNE 
DE COOPERATION ECONOMIQ UE 

ORGANISATION FOR EUROPEAN 
ECONOMIC CO-OPERATION 

Economics Directorate 

Tel. TRO . 32-20 - Teleg . Eu.-o·peconomie 
TRO . 46-10 

2, H U E A;\l)JU(. 1•..\SC.~L 
PA I! I S X V I " 

NI R efereuce : 17th October 1957 

Dear Mr . Rist , 

In reply to your letter of 24th September, I 
enclose some additional information about our pro jec tions 
of GNP for individual countries . 

I must make it quite clear that these projecti ons 
were the end product of lengthy negotiation between the 
Secretariat and the national delegations. They do not , 
therefor e , ne c essarily represent either our best gue ss , nor 
the national experts• best guess as to the probable rate of 
productivity growth . Furthermore , as we were only interested 
in the global end product, we only made specific a ssumptions 
for the four main countries and Greece , Portugal and Turkey . 
(The reasoning behind these assumptions is set out in gene r al 
terms in paragraphs 28-31). For the other countries , as 
explained in paragraph 27, we applied a 2 . 5 p . a . compound 
rate of productivity growth to our labour supply projections . 
Clearly if these latter country figures were to be used in 
any other context allowance should be made for p robable 
differences in growth rates within the group . 

I must also , I am afraid , ask you to treat these 
figures as entirely confidential - both in the sense that 
they cannot be quoted and also that I would rathe r that it 
were not known that we had given them to you . We had 
considerable difficulty in getting the delegations to swallow 
the idea of a study of this kind at all, and one of the 
conditions they insisted on throughout was that no projections 
should be made - or rather published - for individual countries . 

We did not make any systematic projections for 
industrial or agricultural production for individual countries . 
In the case of the former the global estimate is based on the 
simple assumption that the GNP/industrial production ratio 
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remains constant . We did , h owever, cross-check this with 
our assumptions about the p rojected chan ges in t h e comp osition 
of GNP and the growth of demand in certain sectors s u ch as 
steel and energy . We also made some rough calcu lations for 
individual countries in connection with the 1960 imp ort bill, 
but this was not done very systematically . On agricultural 
production we did nothing - you may have noticed that we do 
not even give a global estimate of 1960 "p roduction" , only of 
"the demand for Europ ean farm ou tput" . The object , of course , 
was to emphasise that t h is was a p olitical as opposed to a 
technical question, and that, with the p ossible exception of 
Germany , every country cou ld probably meet the increased 
demand for most products from home p rodu ction. 

I hope this will be of use to you o We are looking 
forward t o hearing something about the results of your 
research which is naturally of great interest to us . 

Yours sincerely , 

/\ ~ ~ 
) }· ft)~' 

(R. ~rand) 
Head of Economics Division 

(on behalf of Mr . Milton Gilbert) 

Mr . Leonard B. Rist , 
Director, Economics Staff , 
International Bank for Reconstruction and Development , 
1818 H Stree t, N .w., 
Washington , 25 , D.C . 

Enclosure 



ORGANISATION EUROPEENNE 
DE COOPERATION ECONOMIQUE 

ORGANISATION FOR EUROPEAN 
ECONOMIC CO-OPERATION 

Economics Directorate 

Tel. TRO . 32-20 . - Teleg. Euro·peconomie 

TRO . 46-10 
2, HUE A:-; DIU::. l'AS l' AL 
PA I! I S X V I ,. 

NI R e feren ce : 
Work Sheet of 6th February 1957 

Gross National Product 1960 in 1955 Prices 

, Billion Per cent Increase 
Dollars from 1955 

United Kingdom 60.86 13 . 6 
France 55 . 23 15. 9 
Germany 47 . 20 2lo2 
Italy 27. 37 26 . 4 

Greece 2.72 26 . 5 
Portugal 2o08 16o7 
Turkey 9.79 33.9 

Austria 4 . 41 14 . 9 
Belgium ) 

10 . 32 706 Luxembourg) -
Denmark 4 . 74 1406 
Ireland 1 . 67 12 . 1 
Netherlands 8 . 90 16.4 
Norway 3e79 12. 0 
Sweden 9 . 75 12.2 
Switzerland 7 . 07 15 . 3 

Total(l) 257025 17.4 
~ --------------- ---------- ----------------------

(1) Including the Saar and Iceland. 
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August 14., 1957 

Dear Mr. Bertr and, 

Thank you very mch for your letter dated August 10th., 1957., 
which you have addressed to Mr. Rist who i s absent at the present 
momento 

The information you provided us with is most helpful and will 
enable us to carry our own projections one step further. Inevitably 
ther e will be a number of ether questions with respect to which ve 
might have to seek your assist ance again. We shall be glad to wr1 t e 
t o you as soon as the ,preparatory wor k has been completed. 

! 
In the meanti.me, tI wish to express 'llJ3"' appreciation for your 

willingness t o cooper•te. 

Mr. R. Bertrand., 
Head of Economics Division, 
O.E. E.C., 
Palai de la Muette., 
Pari s, Fr ance. 

f L: FS 

Sincerely yours , 

Ger ald M. Alt er, 
Assistant to the Director, 
Economic Statf. 



ORGANISATION EUROP EENNE 
DE COOPERATION ECONOMIQ UE 

ORGANISATION FOR EUROPEAN 
ECONOMIC C O-OPERATION 

Tel. TRO . 32-20 - Teleg. Euro·peconomie 
TRO. 46-10 

2 , H UE AN DRJ\.t> AS C AL 
PA ll I S XV I'' 

NI Reference : DEC/57 . 105 

Mr o Leonard Bo Rist 
Director, Economic Staff 
Io BoRoDo 
1818 H Street , NoWo 
Washington 25, DoCo 

Dear Mr o Rist, 

Paris, 10th August 1957 

Mr o Gilbert asked me to reply to your letters of 
July 29th and 31st as he is just off to a conference in 
Stockholmo 

I am afraid the following is rather a brief reply 
to your questions, and contains only a very short biblio­
graphyo The truth is that there has been very little systematic 
work done on the future of European agriculture or the 
European economy as a whole o Thus, although we have, of course, 
used national publications, they have ma.inly been useful 
to fill in bits and pieces here and there, and most of the 
material is only in rough f orm in our working papers and 
files o 

Agricultural Products 

I enclose a copy of a Working Paper / FTB/W(57 )4/ 
prepared for the Council describing in more detail the -
projections underlying Chapter VIII of "Europe in 196011

0 

You will realise that this is a somewhat political document 
and that in some places the text should not be taken too 
seriouslyo 

Demand 
Table 1, and Addendum Table 2, give estimates of 

196D consumption of food products by country and product o 
Rather more detail concerning individual products , for O. Eoi oCo 
as a whole is given in Table 9o It must be stressed that the 



methods used in constructing these estimates·are not 
necessarily appropriate if the problem is to estimate 
the demand for a particular product either in Europe 
as a whole or in a particular countryo Jn particular, 
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although we have taken into account the eft diJ.'.£.e.J:!.enc.es 
in ve s we ve not allowed for differences in 
~~ ional ta~tes an rtc~s, , or !or dp~ice aevelopmentso 
These factors could well be important in, for examp'le, 
the case of coffeeo A more refined result might be 
obt a 1 ing income e astlcities "a:erived _from 
0g.tional sources to tne income and populae on _proJ~ctions 
under! rng the 8th Reporto Such e asticities could be 
o a ne from tne sources mentioned in the Report on page 144 
and from the country studies of demand trends listed in 
"Long Range Projections of Food Consumption", FoAo0. Monthly 
Bulletin of Economics and Statistics, June 19570 

It should be possible to extend the demand projections 
beyond 1960 - along the same lines as "the five year 
projections - and with the same qualifications - without 
very great difficultyo Population projections up to 1970 
are contained in "Demographic Trends in Western Europe 
1951-71" 0oEoEoCo, 1956 (the 8th Report is based on revised 
figures)o We have done no work as yet on trends in GoNoPo 
and consumption after 1960 - although, of course, we have some 
ideas - but it should be possible to make a rough guess at 
thetrendo What might be more difficult would be to allow fer 
the "processing factor" discussed in paraso 219-221 of the 
Report which could be rather important in the longer-runo 
There is little literature on this subject on this side of 
the Atlantic at present and it is uery hard to tell how it 
works for different products and different income levelso 
We have made some rough estimates based on differences between 
trends in consumers' expenditure and available data on the 
physical volume of consumption, but they are very tentativeo 

Some data on the relative prices of foodstuffs can 
be found in "An International Comparison of National Products 
and the Purchasing Power of Currencies", 0oEoEoCo, 19540 
A new edition of this work will be appearing in the autumn 
extending the coverage to include Norway, Denmark, J3elgium 
and the Netherlandso It will also contain some estimates 
of in.come and price elasticities derived from a multiple 
correlation analysis of inter-country differences in consumption 
patternso 

While we are not at present planning to do further 
work on the demand for food, there seems to be increasing 
interest in this subject in Europe at the momenta Earlier 
this year, the FoAo0./EoCoEo Agriculture Division in Geneva 
organised an informal meeting of experts on the study of 
demand for milk and milk productso The discussion was mainly 
concerned with methods and concepts, but it was agreed that 
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there should be a continuing exchange of views and resultso 
Unfortunately, although we pressed for an extension of the 
work to include a wider range of products, it was decided to 
concentrate on dairy products, with the possible addition of 
meato 

Production and Imports 

Details of our assumptions about the development of 
production and imports on a product basis are given in 
Tables 8 and 9 of FTB/W(57)4o We did not ~ttempt to make a 
country by country assessment although, as you can see from 
paras o 4 and 5 of the Annex, we did make allowance for the 
most obvious characteristics of the existing pattern of 
production and tradeo 

It is clear that these estimates are subject to 
very large errorso In the first place, imports of "competing" 
products only account for a small proportion of total supplies 
and are in many cases only important for one or two countrieso 
Thus a small error in estimated demand, or a lack of real:lty 
in either the technical or political assumptions about 
production could upset the whole picture o Naturally, this 
is less true for "partly competing" or "non-competing" 
productso Secondly, there seems to be at present considerable 
uncertainty about the technical possibilities of increasing 

\

production in Europeo As you know, agricultural output in 
the area as a whole has been more or less stable for the last 
four years, and we found that there was considerable dis-

1agreement among the experts as to how much this was due to 
the weather, to shortage of manpower, to changes in agri­
cultural policy, etco o Our agricultural people seem to think 

I that a rate of increase of output of 3 to 4 per cent per year 
1 

should be regarded as "normal", but we are pretty doubtful 
about thiso 

There is also the question of what is the cost of 
the additional output 9 Here we are very much in the 6arko 
The one relatively comprehensive study of costs is "The Output 
and Expenses of Agriculture in some European Countries"o 
ECE/FAO Agriculture Division, Geneva 1955, but since this only 
covers four rather exceptional years it is of limited value 
for the analysis of cost-output relations o 

It is, of course, the political reality of the 
assumptions which is most open to questiono Some idea of the 
existing attitudes in this matter at the present time can be 
derived from "AgricuJ1ural Policies in Europe and North America", 
OoEoEoC. , 1956. When reading this, however, it must be kept 
in mind that at their examinations most c ountries tried to 
appear as liberal as possible and that the final text bears 
strong marks of Secretariat draftingo Largely because this 
report met with considerable disfavour in farming circles in 
many countries, this year's report on price and income support 
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policies - which will be appearing in a month or two -
is markedly less liberal o This second report contains a 
good deal of new information on the actual mechanism of 
subsidi es , price support , etc oo 

I do not think that other "existing records of 
discussions among European countries which are of interest 
in this connection" add much to the picture .. I t seems clear 
that output will largely be determined by policies, which 
are extremely hard to predict especially in view of the 
Common Market , etco o 

I n view of these uncertainties, it would hardly 

\

seem profitable to extend projections of production and 
imports beyond 1960 for those products which are produced 
in substantial quantities in Europeo 

Im~t ProJ_ections fbr other Raw _Ma.'la:-~s 

When preparing the 8th Report, we made separate 
studies of supply and demand prospects for the main non­
ferrous metals, rubber, timber and pulp o I will ask the 
man responsible to write to you about these studies when 
he returns from leave . 

I hope you will find this rather scanty information 
usefulo We have got some further material and ideas, but 
not in any coherent stateo If you feel we could be of 
further assistance it might be a good idea to send a man 
over here in the autumn as you suggest o We should, of course, 
be only too willing to cooperate in every way possible .. 

Yours sincerely, 

R. Bertrand 
Head of Economics Division 



ORGANISATION EUROPEEN~ 
DE COOPERATION ECONOMIQUt: 

ORGANIS :)N FOR EUROPEAN 
ECONOMIC CO - OPERATION 

Directorate of Economicc 
and St atisti c s 

2 , rue Andre Pascal , 

Paris ( 16e) o 

Nationa l Accounts Division 

( l 

7th May, F57 o 

Dea r Mr. Rist , 

Thank you .for your letter of 24th April 1957 0 I now 
enclose the revised investment data as taken from the 
country submissions for the OoE oE • C. 1956 Annua 1 Review o 

I should mention that the information in these tables 
is still in the restricted category and for this reason I 

f 
am not in a position to authorise its publicationo I would 
again request that you limit the circulation of these tables 
to the p~rsons actively concerned within the Banko 

The reservations on the content and inter- country com­
parability of these figures , which we outlined in our letter 
of 18th June 1956 , still apply o I\'Iany of the departures from 
the standard definitions , which the countries are requested 
to apply in compiling these tables , are noted on the tables 
but considerable disparities may still remain . However, as 
we stated in our previous letter , the ficures are probably 
fairly reliable for inter-temporal comparisons within any 
one country . 

You will notice that the enclosed tables for France 
give only the limited breakdown by type of as set . This 
information is adjusted to conform to O. E oE oCo definitions 
but , as you are no doubt aware , much more extensive invest ­
ment information is available on an unadjusted basis in the 
French "Les Cor.1ptes de la Nation" . 

I trust tha t this information will meet your require ­
ments and if you have any questions about these tables we 
will do what we can to answer them. My apologies again for 
the delay in transmitting this ma terial to you . 

Yours sincerely, , 
\ 

r1Ir o Leonard Bo Rist , 
Go tuvel 

Head of the 
National Ac counts 

:=>ivision 
Director, Economic Staff, 
International Bank for Reconstructi on 

and·Develnpment , 
1818~ H Street NoWo, 
WASHINGTON 25 , DoCo 
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FoRM No. 57 
( 5. 48 ) INTERNATIONAL B, .i< FOR RECONSTRUCTI ON AND DE\ __ _ OPMENT 

OFFICE MEMORANDUM 
TO: Messrs . Rist and Alter 

F ROM: Franz liltol:f 

DATE: March 21, 1957 • 

SUBJECT: OE&C Report on European Economic Growth 

This is a supplement to my memorandum of February 5, 1957 o The 
purpose is to give more detailed information on the conceptional and 
statistical background of the OEEC growth projections. 

lo Labor supply1 productivity and output 
Total population of all OEEC countries is expected to increase 

at a slightly smaller rate between 1956-1960 (306 per cent) than between 
1951-1955, (4.4 per cent)o There will also be certain shifts in the 
migration from one member country to another; for Europe as a whole the 
net gain for the labor force from migration will probably be somewhat 
smaller than in the past five years when i t ·. amount ed to 300,000. 

Population of working age (15-64 years) rose by 3.4 per cent 
from 1951 to 1955; in future the increase will be 2.8 per cent. The 
labor force is expected to increase by only 4 million, or 3.4 per 
cent, as compared with 7 million, or 5. 8 per cent in 1951-1955, the 
reasons being that participation of women in the labor force is 
believed to shrink, school attendance to rise. 

Actual employment of the working population will continue to 
increase in 1956-1960 (anticipated for Austria, Belgium, Denmark and 
Ger:rna.ey), the net gain in employment being probably 5 million (4.1 per cent) . 

Shorter hours and longer holidays, planned in a number of countries, 
will make for a reduction of average annual working hours in the next five 
years . 

As a result of all these factors the anticipated increase in the 
total number of hours worked from 1956 to 1960 will only be 208 per cent, 
whereas in the preceding five-year-period it was B. 2 per cent. 

Finally, the question of productivity has to be consideredo The 
report makes a forecast after an examination of the productivity rate in 
the mor e prominent member countries during the period 1950-1955. The 
result, together with the projected movement in G. N.P0 is reproduced in 
table 1. 
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Table 1: Percentage increases in G.N.P. and its determinants 

Number of hours 
worked Productivity G.N.P. 

1950 - 1955 

1955 - 1960 

In prices of 1955, G.N.P. amounted to $173.13 million in 1950, 
$219.09 million in 1955; in 1960 it will have reached $257.21 million. 
The annual compound growth rate for OEEC countries as a whole is expected 
to be 2.7 per cent as compared with 3.2 per cent during the past five 
years. The rate of 2.7 per cent is somewhat higher than that experienced 
in the United States from 1950 to 1955. 

2. Government demand for goods and services 
The OEEC findings are summarized in table 2: 

Table 2: Actual and overnment enditures 
billio prices 

1955 1960 Percentage increase 

Current e!.eenditure 

Total civil 19.9 22.7 14 
of which: Education 4.5 5.4 20 

Other civil 15.4 17.3 10 
Defense 11.4 12.5 12 

CaEital e!.eenditure 

Roads o.a 1.6 100 
School Building 1.0 2.0 100 
Public Administration 2.0 2.2 10 

Total: 35.1 u.o 17 

The estimates of future expenditures for education are based on the 
expected increase in the number of children who have to go to school and 
young people for whom more and better education is a necessity. The basis 
for the projections of defense expenditures is adraitted.ly weak. It is 
assumed, that all countries will spend the same percentage of G.N.P. for 
defense purposes in 1960 as in 1955, except Germany and Austria where a 
rise is foreseen. As to the projection of capital expenditure, it appears 
that the OW.C staff has heavily drawn from development programs that have 
been prepared by member countries. In addition, a fair amount of guess­
work is included. 
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3. Growth of investment 
Table 3 summarizes the OEEC projections in the field of investment. 

Table 3: Domestic investment in OE1?.C countries 
(billion$ in 1955 prices) 

Total in- Annual aver-
vestment age rates 

1955 1960 1956-1960 1956-1960 * 
Energy 4.5 5o9 26.75 5o35 
Transport 5.2 607 30.55 6.11 
Manufacturing (incl. 

iron ore mining and 
construction) 9o4 11.3 51.5 10.3 

Agriculture 3.2 3.5 16.9 3.38 
Services 406 5.6 27o2 5.44 
Housing 9o9 11.6 54.6 10.92 
Public Administration, 

5.00 roads and schools 308 5.8 25.00 
Increase in inventories 3.3 ~ 

Total: 43.9 52.6 232.5 46.5 

* The figures of column 4 do not indicate the amount of invest­
ment in a.ey particular year, they are derived by assuming a 
straight line growtho 

Due to a rnunber of well-known factors, the expected increase of 
output provides only a partial guide to the future investment deman~. 
The OEEC staff therefore has also estimated the future growth of invest­
ment by taking into account the level and nature of investment in the past 
years and existing plans and expectations for the future. 

A great deal of thought has been given to the energy sector. The 
OEBC report devotes much space to this question, including the probable 
requirements in the field of nuclear power. 

With respect to investment in manufacturing, it is particularly 
difficult to make a quantitative forecast. After having examined a number 
of considerations the OEEC report has decided in favor of the assumption 
that the average level of investment in manufacturing industry will be 
25 per cent higher than the average achieved over 1951-1955. 

Agricultural investment is expected to increase as indicated in 
table 3 under the assumption that no change in governmental support 
policies occurs. 

In assessing the future demand for houses the OEEC report has 
taken into account: the relation between demand and production in the 
past years, the future requirement on the basis of the expected popu­
lation growth, the likeli.~ood of continued government rent controls. 
Due attention has been paid to the fact that the actual situation and 
the probable future development vary greatly from country to country. 
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4o Growth of private consumption 
The overall future consumption figures for the member countries 

combined have been anticipated on the basis of the past distribution 
(in per cent) of G. N.P. as to investment, consumption, government demand. 
After having considered the forces at work which make for a change of 
these percentages in the next five years, it has been estimat ed that 
consumption will rise by about 18 per cento 

This i s, however, an average and therefore an almost mea..'1.i.ngless 
growth rate. There exist great differences between the member countries 
which had to be accounted for. The OEEC report distinguishes four groups 
of countries, each group comprising the countri es which in 1955 had 
approY..imately the same per capita consumption rate. 

Table 4:. Per capita consumption and population changes 
between 1955 and 1960 (in per cent) 

Increase in Increase Increase in 
per capita in total con-
consumption populati on sumption 

I Belgium, Luxemburg, 
Denmark, Norway, 
Sweden, Switzerland, 
U.K. 11.6 1.8 13o5 

II Austria, France, 
Germany, Nether lands 16.9 2.9 20.2 

III Ireland, Italy 18.8 1., 2006 

IV Greece, Portugal, 
Turkey 13.4 10 .. e 25.7 

Furthermore, on the basis of the projected increase from 1955 to 
1960 in total private consumption expenditures and the distribution of 
consumers' expenditure on individual products in 1955, the consumption 
expenditures in 1960 on individual product groups have been projectedo 
This has been done by means of consumption-elasticities, i.e. the percent­
age by which the expenditure per capita on a product group should increase 
if total expenditure per capita rises by one per cent. 

5. Growth in demand for imports 
The methods adopted in this chapter vary. Food and raw material 

imports, for instance, have been estimated in conjunction with the projected 
changes in demand and supply for the products concernedo other items, such 
as several invisible transactions, military pBiYJll0nts and various capital 
movements have been independently estimated on the basis of past trends 
and likely developments. The estimates are strictly based on the growth 
projections of the European economies; no external factors have been taken 
into consideration. 
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Table 5: Member countries' imports 1955 and 1960 

orts 1955 ~orts 1960 Increase in 
in billions of 195 dollars) per cent 

I Food, beverages and 
tobacco 6.55 7.32 11.4 

II Crude materials (inedible) 
except fuels 6058 7o67 16.5 

III Mineral fuels, lubricants 
and related materials 3.27 4o51 38.o 

IV Base metals, paper and 
paper board 1.68 2.04 21.5 

V Manufactures 2.3 3.2 40.0 

The increase anticipated in group I results from expected higher 
imports of tea, coffee, sugar; imports of meat and dairy products are likely 
to remain stable, while bread grain. imports will rise only moderately. 
Within group II, imports of pulp and fertilizers are expected to show 
moderate increases. Rubber imports may gradually decline as production of 
synthetic rubber is coming into operation. Imports of textile fibres taken 
together are not likely to increase very much; imports of wool will probably 
rise by a small amount. Group III shows a large increase, mainly on account 
of expected higher coal imports. Diverging movements are expected within 
group IV with imports of finished iron and steel decreasing, imports of 
various non-ferrous metals increasing. With respect to group V, it is 
assumed that the increase in manufactured imports relative to the GNP will 
be as high in the next five years as over the past few years. This is 
because it is assumed that, continuing recent trends, a higher degree of 
liberalization will be achieved by 19600 

The net income on invisible transactions is expected to remain 
practically constant. Compared to 9,050 billion$ in 1955 the figure for 
1960 may be 3,100 billion $0 
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TO: 

FROM: 

SUBJECT: 

INTERNATIONAL t K FOR RECONSTR UCTION AND DE 

OFFICE MEMORANDUM 
ME-. Gerald Alter 

Badri Ra<> Bi- through l!r. deBeauf o~ ~, 

DA TE: October 30, 1956. 

OEEC Memoranda on contributions by memer countries to economic 
development in the less developed areas. 

I have gone through the five memoranda on the above subject 
keeping in mind your inquiry regarding what new information has 
become avail.sble as a result of OEEC 1 s investigations. 

Frankly, we are not 1111ch wiser as a result of this study al­
though it certainly serves a very useful purpose in pulling together 
existing data from various sources and making them readily accessible. 

The note by the Secretariat of the Committee (EC (56) 29) is a 
neat SUIIIIDBrY of their findings and has a short note on what constitutes 
developmental. assistance. flley readily admit that "it is impossible to 
give total figures which are more than orders of magnitude"beca:use of 
"gaps and deficiencies• in existing information and have quite often 
resorted to "guesses"• 

Where the study is really strong is precisely where considerable 
work has already been done by other institutions e.g. (1) on public 
long term loans IBRD studies are far more detailed and co:nprehensive, 
(2) on technical assistance, the data have already been collated by us 
from various UN publications. 

As a source for our work on private capital movements, this study 
is no good. In the case of the UK, only estiinates are given and where 
Switzerland is concerned, the figures relate only to portfolio investment. 
The French data are admittedl:y incomplete. No data are given for the 
Netherluds. 

The appendix on UK technical assistance is good and the information 
on the U .s., IBRD, and UN programs is al.so good but not new. 

To conclude, interesting as the OEEC study is, it does not signifi­
cantly add to our kn01Jledge on economic assistance to underdeveloped 
countries. 
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TO: 

FROM: 

SUBJECT: 

INTERNATIONAL B K FOR RECONSTRUCTION AND DE . . L.OPMENT 

OFFICE MEMORANDUM 
Mr o Rist <z_ 
Gerald Alter ,E:;~ 

DATE: June 28 , 1956 

OEEC Draft Questionnaire on Contributions to Economic Development 
in Less Developed Areas of the World. 

We recently received from the OEEC a copy of a draft questionnaire, 
submitted by the Secretariat to the Economic Committee, which is designed 
to secure "information on what Member and Associated countries have done 
and are doing, and on their existing plans, as a contribution to the 
object of constructive economic development in the less developed areas 
of the world" . This paper, dated May 30, 1956, EC(56)1L., calls for data 
not only on government grants and long-term loans and investments, but 
also for data on private long-term investment (maturity exceeding five 
years), and miscellaneous transactions such as release of sterling 
balances, etc. Under government loans are included those the repayment 
of which extends over more than five years, and short- term credits, even 
those of a revolving type, are excluded. Information is requested as a 
minimum on a yearly basis from 1952 or f iscal 1951- 52 onward until 1955. 
Data from 1947 to 1951 are optional, but are r equested particularly for 
the U. S. , U. Ko, and France o The questionnaire also calls for information 
on technical assistance . 

The questionnaire, it should be noted, calls for information on 
contributions made to the overseas territories of the Member countries 
as well as to independent countries o Only bi- lateral contributions are 
to be included, since published information is available to the Secretariat 
for scontributions made through international organizations. 

It appears that the questionnaire calls for a breakdown of contribu­
tions by area, but does not call for figures on individual countries . 
Only gross fi gures will be showno All capital outflows from underdeveloped 
countries are to be i gnored. 

This OEEC project clearly has important implications for our own work 
on public long- term international capital movements . In view of the fact 
that we have published the results of our surveys , I am rather surprised 
that the OEEC did not consult us in drafting their questionnaire . I think 
it would be advisable for us to establish contact with the OEEC on this . 
Perhaps Mro Miller could be informed of our interest . I do not know 
whether the Economic Committee of OEEC has yet approved the questionnaire, 
or whether the questionnaire has already been despatched to Member and 
Associated countries . 

Mr . de Beaufort has the draft questionnaire, and I have suggested to 
him that he draft a letter to Mr . Miller . 

GMAlter:at 

cc: Messrs . de Beaufort 
Kamarck 



ORGANISATION EUROPEENNE 
DE COOPERATION ECONOMJQUE 

ORGANISATION FOR EUROPEAN 
ECONOMIC CO-OPERATION 

Tel. TRO. 32· 20 - Te leg. Europeconomie 

Le Directeur des Statiatiques 
et des Comptea Nationaux 

Director of Statistics 
and National Accounts 

Dear Mr . Rist , 

2, Rue Andre-Pascal - Paris XV1 9 

18th June , 1956 . 

In response to your let t er of Ilay 29th, I am sending 
you on a personal basis , a set of tables which will provide the 
greater part of the information on investment you requested . 

These tables are from the country responses to our 1955 
Annual Review questionnaire . As you will see , they bear a 
restricted classification . Because of this , I am not in a 
position to authorise their publication . Indeed, I would like 
to request that you limit their circulation to a relatively 
narrow circle within the Bank . 

Within the next two months , we shall be receiving 
comparable tables for the 1956 Annual Review, and, if you are 
interested in having them, we can probably arrange to send them 
to you at that time . They wi l l , of course, give revised esti­
mates for 1955 and incorporate any changes in the basic series 
f or the earlier years since the last Annual Review submissions . 

I should mention that , although the countries are all 
requested to follow standard definitions in filling out these 
tables , a number of them have not been able to do so for some -
or even all - the items . Unf ortunately, not all of these 
departures from such definitions are noted on the tab l es , and 
we are not certain ourselves of the precise extent to which they 
do and do not conform . For analysing developments by sector 
over time withi n each of the countries, however , the estimates 
are probably quite reliable on the whole . 

I should indicate one important point about the classi­
f i cation of these tables : Public administration (item 7) is 
defined in a restrictive manner and excludes r oad building, 
harbour facilities , etc .. (which are inclu ded in item 5) , it 
also excludes health and education (which are included in item 8 ). 
I t is not certain, however , whether all the countries have 
followed this classification . 



You will note that the tables give inf ormation on 
housing, other construction, and mach inery equipment a s well 
a s the break down by industrial sector . Therefore , we ·a re not 
sending separate tables showing this break down, except for France , 
which gives information only for 1952 for the more extensive 
breakdown . 

Flease write to u s if yo u have any questions about 
these tables , and we shall do what we can t o answer t h em . 

I was s orry to have misse d you while you were in Paris , 
but am very glad you were able to see Erich sen and 'VIaddison . 

With best wishes , 

Mr . I:ieonard B. Rist 
Director, Economic Staff , 
International Bank for Reconstructi on 

and Development , 
1818 H Street , N.W. 
Washington 25 , D. C. 

...... 

MiI on Gilbert 
Director of Ec onomics 

and Statistics . 



ORGANISATION EUROPEENNE 
DE COOPERATION ECONOMIQUE 

ORGANISATION FOR EUROPEAN 
ECONOMIC CO - OPERATION 

Tel. TRO. 32· 20 - Te leg, Europeconomie 2, Rue Andre · Pascal - Pari s XVl 9 

Le Directeur des Statistiques 
et des Compres Nationaull: 

Director of Statistics 
and National Accounts 

Dear Ur . Rist , 

17th April , 1956 

This is an interim reply to your letter of ":ar ch 22nd . 
I must apolo5ize for the delay in givinc you a response , but 
the past few weeks has been a very busy period for us . 

',Jhile we simply have not had the time to nor},: on your 
request , as such, I :might mention that one of the proje cts 
th.at has kept us tied up recently ;_1as involved the assembling 
of certain fi ures on investment , r.rhich may be of i hterest to 
you . :Cy the beginnins of next wee L:: , this phase of our rrnrk 
wil_ ri.a ve reached a point at which we can send you these 
estimates , if you feel they vJill be of use . ':'he figur es I 
b.a ve in mind cover a breakdovm. of fixed capital formation 
into (a) residential c onstructi on , (b) other c onstruction , and 
(c) ma chinery and equipment . These vdll be available for a 
number of countries for the period 1949- 1954 (and in some cases 
1955) , in current and constant (1954) prices . They vv:Lll be 
adjusted for international c omparabil:tty in so far as we are 
able to do so . 

I gathe r from your letter that you would also be j_nter ­
ested in having investment figures on an industry of 
destination basis . Vfb. ile a nwnber of countries do , of c ourse , 
pub lish this type of breakdown in their natiJnal accounts 
publications , I am not sure to what extent we shall be able to 
make such figures available to you on an internationally com­
parable basis . One diffi culty is that such comparable data as 
ne ha VG available for these further details ha VG been provided 
by the Llember countries under a "restrictedn classif:i_ cation . 
'.e shall , hor1ever , be looki ng into this matter next week to see 
v1ha t , if anythinr; , we mieht bo able to provide alone; these lines . 
In the r.:eantime , it nould be helpful to us if you could indicate 

::r . Leonard B . Rist , 
International Bank for 

Re construction and De velopment , 
1818 I-I Street , :i.; . \•: ., 
WASIILfC:-TJH 25 , D . C . 

.. / ... 
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the elements of capi tal formati :m in which you are most 
interested , .the time period you TTould like to ha ve covered , 
and whet'.1er you want both current and c onstant orice informa tion o 

Finally , we would also be grateful if you could indicate 
whet J.1.er you h n. ve in mind using these data for ) Urp oses of 
publication o 

Yo urs sincerely , 

Jtf 
1.'i l ton ilbert 

Director of Economics 
and Statistics 
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August 18, 1952 • 

• Walter Hill, 
Sp cial Representativ 1n Europe, 
lnt rnational Bank £or ecoru,truotion 

and Developm nt, 
67 Ru Lille, 
Pari, 7e, Franc. 

Dea1· lter, 

I sending you in the nclo urea th information which you 
qu s d in your P. 880 of July 25 £or the fourth report of O C. Th 

information i more or less in the form in which you requ ted it. 

However, after BOllle discussion with the Treasurer's Dopar nt, 
agreed on th following odificat1on: 

(l) Tabl 1 1nclud s only ollai- disbura nta or the Bank 
loans to countries in the OEEC monetary areas broken down by tropolitan 
countri a, DOrts, and non-participating •terling countri • ot included 
re deductions for European purchases ot ank bonds and portfolio sales to 

C countriee since all these transactions must b contrl.d red m..tchin 
operations, since they represent eith r invest.in nts ot official re erv 
or aenuine private switching operation • Interest and ortization a nta 
to the are included, hew ver. * The figures also 1nclud , in· accordance 
with your point (iii), conversion of SWies trance into dollars. 

( 2) Al o not included are dollar dis burs ents in Europe by t 
B t borrowers outside the OEEC monetary- areas. In our opinion, the 
dollar r oeipta accruin to th EC com!tt.1'"'1.es fr this ouro can be con­
sidered a t addition to t.b ir dollar supply only if th se purchases WOllld 
not have taken place 1n the absence or th ank• loan o erationa. Since it 
is difficult to make tbi1 oate orical US'Umption, it tter to lave 
them out. Besides, th se disburs nts were nth r They are lhown 
separately in Table 2$ 

(3) The stimat far 19$2-SJ and 1953-54 are bas d onl.7 on the 
ti.mated -withdrawal. schedules for authorised l • No allowance• haw been 
de for loans which an likely to be made in the :tutur • Th re son for 

thia cautiou• approach (and the en uin unde:rwta nt) i that we do not want 
to project any future loan o ratio , and even lea■ do n want to allocate 
ISUch l~an oper&tiOlll to a $pec1.tic country. Pleue note aleo that the eati.m.at.■ 

* Figures indicating net receipts by the Bank are shown in parentheses in the 
Table. 



- -
• Walter Jfi.ll •••• . ..... t , 19S2 • 

t l9S'2-S3 and 19S3-Sh do not allow hr 
under enetina loana. They an · • in 
of the o req at t TOU• 

bondl and o CN1" 
purch&Nre u ot June 30, l.9S2. :Lnce 87 ded in Table 
l tbey an not brck down b7 r1 • l(M!ltl.l'WW,lrP, • ......... ...,._, ould .,_ 
kept oonti ial eino• a of ing countriea ay object to the 
d1 closure ot their purchQe. 

at wiahea, 
Since ly 7011 , 

JHAdler/med. 
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TO: 

FROM : 

SUBJECT: 

INTERNA110NAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
Mr. John H. Adler 

Henry W. Riley 

Letter of July 25 from Walter Hill 

DATE: Augu.st 14, 1952 

Table No. 1 attached reflects the net a.mount of dollars supplied 
to OEEO countries, their overseas territories and to non-partieipe.ting 
sterling area countries during the semi-annue.l periods ended June 30, 
1951, December 31, 1951 and June 30, 1952. Al.so included are estimates 
of the amount of dollars to be disbursed to these countries du.ring the 
years ending June 30, 1953 and June 30, 1954. These latter figures 
represent the best estimates available for loans signed as of June 30, 
1952. 

Table No. 2 attached reflects dollars used for borrowers other 
than those in Table No. 1 for purchases in the countries shown. 

Table No. 3 attached lists certain sales of the Bank's own bonds 
and sales of the Bank's portfolio bonds. With regard to the latter 
sales, all were completed in the first half of 1952 with the exception 
of $134,000 sold to a Swiss purchaser in the first half of 1951. 

Attachments:, 
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TEL . BABYLO NE 17 - 10 

C A BLE ADDR ESS - I N T B AFR AO P ARI S 

P. 880 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25 D . C. 

J uly 25, 1952 

PLEASE REPL Y T O 

PA R IS OFFIC E ADDRE SS 
67 , R UE O E LI LLE 

PA R IS ( 7' ), F R ANCE 

Mr. Leonar d B. Ris t 
Director, Economi c Department 
Internat i onal Bank for Reconstruction 

and Development 
Washington, D.C. 

Dear Leonard: 

As you know, OEEC is now prepar ing its Fourth Report Yhich 
will appear in the fall and which wil l provide the economic 
background for the annual NATO "burden sharing" exercise. In 
collecting statistical material for this report, OEEC wishes to 
have figures showing, from the poin t of view of the European 
balance of payments, the net amount of dollars which European 
countries and countries in their monetary areas have received 
from the Int ernational Bank. 

This informat ion will be fitted into standard tables which 
will show the sources of dollars for Western Europe in 1951 and 
in the years ahead. In order that the information about the 
Bank's operations may be uniform with the other mate rial which 
OEEC is collecting, we have been asked to show the net amount o.(_ 
dollars supplied in the first half of 19~1, in the second half 
of 1951 and in the f r~t liaif of 1952~ 0: ( a} Member countries 
of the OEEC (by coW1try); {b) overseas territories of Member 
countries; ( c} the non-par tic ipa ting sterling area. 

Presumably, OEEC wishes us to include among European dollar 
receipts from the Bank: 

a) Dollar disbursements out of direct loans to 
coW1tr1es in the monetary areas included in OEEC; 

b) Dollars spent in Europe by the Bank's borrowers 
~ t-s,!de-4mo-s-e---mon~ B:l:!,e as_;) 

-
From these figures they would wish to have d educted: 

1) Payments of interest, amortization and service 
charges made by coWltries in European monetary 
areas in respect of Bank's loans; 
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European acquisitions of the dollar bonds of 
the Bank and of dollar obligations out of the 
Bank's portfolio; in so far as these acquisitions 
have been in the nature of switchi g_operations, 
they do not, of course, represent a reduction in 
Europe's dollar resources; 

Conversions into dollars by the Bank of European 
currencies, such as Swiss francs. 

OEEC also asked for our opinion about the reasonable prospects 
for Europe of receiving dollars from the Bank in the years 1952/53 
and 1953754. Such a prophecy might be somewhat hazardous. 

We should be grateful if you could have prepared for us the 
statistical information which will enable us to satisfy, as far 
as possible, OEEC's requirements. 

Best wishes, 

Yours sincerely, 

J.v 
Walter Hill 

Special Representative in Europe 
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INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25 D . C. 
T EL . BABYLONE 17· 10 

CA B L E ADDRESS · I N T BA F RAD PARIS 
P LE A SE R EPLY T O 

PA R IS OFF IC E ADDR E SS 

67. RU E DE L ILLE 
PAR IS (7 ° ), FRA N C E 

I 

Mr. Leonard Bo Rist 
Director, Economic Department 
International Bank for 

Reconstruction and Development 
Washington, D.c. 

Dear Leonard: 

July 1?, 1952 

The report on the internal financial situation of member countries 
by an OEEC group of e~1;ts under the chairmanship of Mr. Lionel Robbins 
(the "Robbins report") has now been discussed by representatives of 
governments, in the OEEC Economic Committee. The Economic Committee has 
attempted to throw cold water on the report, which, you will remember, 
was distinguished for its clear reconnnendation that member countries 
rely more on monetary policies designed to prevent inflation. 

The Economic Committee(2) states in effect that the report is 
too narrow: in viewing the problem of inflation solely from the point 
of view of its effect on the balance of payments, the report in the 
opinion of the Economic Committee, ignores the possible effect which 
stricter monetary policies may have on domestic production and 
employment, and especially on production for defense. While 
recognizing that in the long run, it is "undeniable" that the objectives 
of increased production and financial stability are compatible, the 
Economic Committee implies that in the short term maximum production 
may be prevented by too-strict credit policies. The Economic Committee 
would there.fore have preferred that the experts examine more closely 
the role of budget policy and of direct controls, in combating inflation. 

We are informed by the OEEC Secretariat that the United Kingdom, 
Norway and the United States were the most forceful critics of the 
Robbins report. The U.K. representative, Mr . Eric Roll, is chairman 
of the Economic Connnittee, and personally wrote the first draft of the 
comments. The United States representative was Mr. John Lindeman, of 
M.S.A . M.SoA. is now of course anxious to see Europe's defense 

(1) C(52)173, airmailed to Washington with Po759/D on June 20, 1952. 
(2) C(52)206, airmailed to Washington with Po831/D on July 9, 1952. 



Mro Leonard B. Rist 

production as high as possible, and would not be as inclined as 
Mr. Marget, the United States "expert", to emphasize the need 
for strict credit policieso 

We shall pass on to you any additional comments that may be 
made on this report. 

Best wishes, 

Yours sincerely, 

Walter Hill 
Special Representative in Europe 
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FORM No. 57 
( 5- 48) 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 4 
OFFICE MEMORANDUM 

Mr. Leonard B. Rist 

Hector Prud 1homme~ 

DATE: July 1, 1952 

Proposed Working Party Meeting on Financing of Investments - OEEC 
(Malagodi Report - Comments requested by Mr. Hill) 

The purposes of this Working Party meeting are two: 

l. to consider, but not necessarily to act on: 

(a) whether it is desirable for the Bank to launch the 
fairly considerable effort 1'h ich will be involved 
in taking up the policy questions raised in recent 
communications fran the Paris office; and 

(b) how best to divide the ,vork to be done among different 
Departments of the Banlc. 

2. to give the Paris office technical comments on each of the 
seven points relating to the bonds which would be issued 
under Mr. Ma.lagodi 1s scheme. 

The immediate purpose of the meeting is to agree on comments to 
send off to Mr. Hill. 

Part of the function which Hill performs is to e:xplain to various 
delegates at EPO and committeemen of OEEXJ how the Bank operates, and 
by explaining this, to forestall a tendency on the part of some repre­
sentatives to go off halfcocked with schemes which seem to be based on 
wrong assumptions about the Bank's policies and capabilities. Thus 
far it has been largely a holding action on the part of the Banko The 
procedure has been to show, if possible, that functions to be performed 
by some new method or new institution are functions 'Which the Bank is 
already empowered to perform, and that what are sometimes considered 
obstacles to Bank operations (shortage of European currencies) may 
equally be obstacles in the way of performance of new institutions. 

It is along this line that I read Hill's request for technical 
comments on Malagodi 's seven points relating to bonds. Hill says that 
such connnents "would make it possible to see clearly if there is any­
thing in Mr. Malagod.1 1 s proposals that muld make it worthwhile setting 
up a new mechanism". 

Malagod.1 1s seven points are listed on pages 2 and 3 of the memorandum 
which has already been circulated, dated at Paris 17th of June 1952, and 
identified as O/tlP7/VI(.52)J. Hill puts forward his preliminary and per­
sonal connnents, and in effect asks for confirmation or extension of them. 
Hill•s comments are: 

(i) Bank loans also require the guarantee of the Government 
of the borrOlfing country; 
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(ii) The Bank has alreaey issued loans in dollars, with 
modest partieipation from certain European member 
countries; 

(iii) Corresponds to the Bank's practice; 

(iv) In the case of the Bank the guarantee is several and 
not joint, but the United States Government guarantee 
( which would be absent from Mr. Malagodi' s scheme) was 
not unimportant in connection with bond issues; 

(v) We are all in favour of transferability and flexibility; 

(vi) Provision in Articles of Agreement (Article VII, Section 9); 

(vii) Bank bonds do not possess this feature. 

Mal.agocli 1s points 2, 3 and 5, and Hill's observations thereon do 
not necessari:cy- join. These bonds would be relatively freely bought. 
Interest coupons due and matured bonds would be transferable between 
countries. Malagocli is presumably suggesting the issue of bonds sold, 
with a gold or stable-currency clause, in European national currencies. 
Hill merely points out that the Bank has issued dollar loans, of which 
there are holders in certain European countries. 



FORM No. 57 
( 5- 48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
TO: Mr . Martin M. June 23, 1952 

FROM: Hector Prud 1homme 

SUBJECT: OEEC Coal Working Party Meetings 

You told me you had seen Walter Hill's ter of June 13 to Mro 
P.oar on the above subject. However, I am sure that the attached 
studies by the French, Belgians and the ermans have been through 
your Department. I am therefore sending you, both the original of 
Hill's letter of June 13, and the documents just as I got them. These 
documents would mean much more to Mr. Lipkowitz than they do to us. I 
suppose he will have had an opportunity to see them in Paris. 

We have not replied from this Department to Hill's letter, because 
you telegraphed Paris about Lipkowitz. It seems sufficient that Hill 
should know that Lipkowitz would discuss the OEEC Coal Working Party 
schedule in Paris. Further, from our telephone conversation, I gathered 
you do not think it necessary for us to have Lipkowitz in attendance at 
the meetings of the five engineering experts, and that it will be sufficient 
if we pick up their work towards its completion, about three months hence. 

Encls. 



INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25 D. C. 
PLEASE REPLY TO 

TEL . BABYLONE 17-10 

CABLE ADDRESS · INTBAFRAD PARIS PARIS OFFICE ADDRESS 

67, RUE DE LILLE 

PA R I S ( 7 •). FR A N C E 

Po733 June 13, 1952 
) 

• It l 

Mr. A.S • Hoar 
Direo r, Loan Department 
Int national Bank for 

Ire Jt...;. f ,,,1 -:, .(c. , ....... f 

Reconstruction and Development 
Washington, D.C. 

Dear Stanley: 

I ( ic ,;:. (' (' ,{,' (,p 
., ... ;., .I' ,(r 

As scheduled, the Working Party of Experts set up by 
the Deputies of the Stikker Coal Production Group at Essen 
met yesterday, June 12. 

The meeting lasted one day only. The Working Party 
had before it lists of projects which at its previous 
meeting on May 15 it had asked governments interested in 
financial assistance to prepare. Lists of projects were 
submitted by Germany, France, Belgium and the Saar. Copies 

~ of these lists are attached. The meeting was informed 
that Italy, Austria and Turkey would submit projects at a 
later stage, their initiative having probably been prompted 
in the hope that some money might eventually become 
available. 

The discussion centred on four points: 

(a} The British member of the Working Party (an 
official of the Coal Board) suggested that 
no further progress could be made until the 
various lists had been put on a comparable 
basis. The discussion on this subject 
took up most of the meeting. It was agreed 
eventually that the OEEC Secretariat should 
make an attempt at securing comparability and 
that the amalgamated list should only consist 
of projects which would yield additional coal 
before the end of 1953 but could not be 
carried out without external financial assis­
tance. The difference in approach by the 
French and the Germans, for example, largely 
arises from the fact that the industry is 
nationalised in France and is still privately 
owned in Germany. In other words, the 
French can easily switch funds within the 
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industry from one project to another which, 
in Germany, can only be done within indivi­
dual coal mining companies and to the extent 
that the Government, or its agencies, may 
supplement the funds of individual companies. 

(b) The suggestion that the committee should 
there and then establ ish principles which 
might be used as tests in the establishment 
of priorities was not .supported and that 
issue was left rather vague. 

( c) The Working Party decided t.o propose to the 
next meeting of the Deputies, probably on 
July 7, the creation of a 5-man committee of 
mining engineers whose task it would be to 
screen the projects on the basis of the 
comparable list to be drawn up by the Secre­
tariat. The UK, France, Belgium, Holland 
and Germany are to appoint one qualified 
mining engineer each to this committee. It 
was felt that this small committee of 
experts would require at least three months 
to do this job. If the Deputies agreed to 
this proposal the 5-man committee would 
eventually report to the Working Party which, 
as the Chairman told me, would then itself 
screen the conclusions. 

(d) Finally, the various suggestions are to be 
embodied by the Secretariat in a short 
interim report to the Deputies of the Minis­
terial Coal Production Group. 

Subject to changes1 the time schedule may be approximately 
as follows. The Working Party will meet again, probably on 
July 1, to consider the results of the Secretariat's efforts 
in producing various lists of projects on a comparable basis; 
it will also give its formal approval to the short interim 
r eport addressed to the Deputies of the Ministerial Coal 
Production Group. The Deputies are scheduled to meet on 
July 7 to consider the interim report and, if they agree to 
the Working Party's proposal, will then authorise the 
appointment of the 5-man committee of experts. The committee 
of experts in turn may start work towards the end of July, but 
is expected to take three months to do its difficult job. 
Their conclusions are then to be considered by the Working 
Party and, insofar as a financial problem emerges, the 
Deputies or presumably the Ministerial Group itself, will 
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then have to think again. By that time, however, the 
Schuman Authority is expected to be set up. With the 
exception of the meetings scheduled for July 1 and July 
7 the course of events is therefore quite unpredictable 
at this stage. 

In view of the recent improvement in the coal supply 
and demand position I asked whether, in considering the 
projects submitted by interested countries the committee 
would take a fresh look at the original coal production 
targets. I was informed that the standing OEEC Coal 
Committee was in fact re-examining the future trend of 
consumption and that its findings would be available by 
the end of this month. Further, it was pointed out to 
me that the 5-man committee would certainly consider 
projects in relation to estimated consumption. 

I was asked at the meeting whether the Bank would be 
willing to have an observer sit in ,with the 5-man committee 
of engineers who will screen the projects submitted to the 
Working Party. I said that the Bank was interested in 
following these coal discussions and it might be quite use­
ful to have an expert on coal join the 5-man committee for 
perhaps a fortnight in order to familierise himself with 
the coal industry over here and explain to it the kind of 
tests which the Bank would apply if it were ever asked to 
consider any ,financing. Further, I said that it would 
certainly be useful for an expert Bank representative to 
attend the meeting of the Working Party when it came to 
consider the conclusions of the 5-man committee in the 
latter part of this year. 

The Dutch Chairman asked me what type of expert the 
Bank might send. I said that the Bank was considering 
sending Mr. Lipkowitz who was an economist by training but 
had been "living" with coal on and off ever since. The 
Chairman felt that an economist with a good knowledge of 
coal mining would be able to make a better contribution 
than a mining engineer. 

In the light of these facts I am glad we took the 
risk, in our cable of May 29 (No.q-5), of advising against 
a special journey by Mr. Lipkowitz for yesterday's 
meeting. Nor could I recommend a $1,000 trip for the 
meetings of the Working Party on July 1, and of the 
Deputies on July 7, since both meetings are likely to 
last no more than one day each and are likely to deal / 1· ("' 
mainly with procedural matters. Nevertheless, I shouldJ;'[t , ~ 
be interested in having a few hints based on the study V--' 
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of the attached documents. On the other hand, I think 
it would certainly be advantageous 1 from the Bank's point 
of view, if Mr. Lipkowitz could joLn the 5-man connnittee 
for about a fortnight; I imagine tae Deputies will decide 
at their meeting on July 7 when tr.is committee will begin 
to function. Similarly, I think:Mr. Lipkowitz' presence 
here would be valuable during the succeeding stage when 
the Working Party comes to consicbr the conclusions of the 
5-man committee. As has happene:i many times before, 
previous schedules have been comJletely changed. 

Best wishes. 

Yours dncerely, 

L~ 
Wal~r Hill 

Special Repreentative in Europe 

Enclosures: 6 
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Mr . A. S. G. Hoar 
Director, Loan Depart ment 
International Bank for 
Recons t ruction and Development 

Washington, D. C. 

Dear Stanley: 

May 2, 1952 

The meeting of the Deputies of the OEEC ~inisterial 
Coal Production Group turned out to be an essentially 
political meeting and an attempt to pass on to the Bank 
the t ask of sol ving a political problem. 

The Germans gave the Committee to understand that 
they could not achieve the agreed coal production targets 
without external financial assistance. While strongly 
suspecting that the Germans do not necessarily need 
foreign financial assistance, at any rate in the near 
future , and certainly not as much as they claim they 
need , the Committee hesitated to say so , for fear that 
the Germans would use thi s as an excuse for not fulfil­
ling the ir t argets . The British Delegation, under Sir 
Laurenc e atkinson, First Secretary , 1nistry of Fuel 
and Po er , did not even wish to have a ~orki party 
examine the validity of the German claims, since the 
Germans might interpret this as a move by their princi­
pal compet i tor to prevent them from obtaini external 
financial assistance . The Committee would have liked 
to hand the problem over to the High Authority, but , as 
you kno , this does not y et ex st and estimates with 
respect to the date of setting it up vary from J uly , 
1952, to J anuary, 1953 . 

MSA , repre sented by Mr . Lister, their expert on 
coal economics , having their eye on Congress , a l so felt 
that, while this problem was one for the High Authority 
to t ackl e , there as need for action now . 

Con sequentl y, by the t ime I arrived in Essen in the 
morni ng of April 29 , r . Spierenburg, the Dutch Chairman 
of the Deputies of the inisterial Group, as we l l as Sir 
Laurence Wat k inson and others , sugges t ed that the Bank 
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might ge t them out of the difficulty by assuming the role 
of t he Schuman Authority pending its creat ion, in the 
sense of determining the technical and financial justifi­
cation of Germany's claims , and undertaking any financing 
t hat might be justified. To this end, the Germans were 
t o be persuaded to have their pr oduction plans separated 
into a pr ogramme necessary to achieve production targets 
in 1953 , t o be l ooked at by the Bank, and a longer- term 
programme, to be dealt with eventually by the High 
Authorit y . 

Specifically, a t echnical working party might be set 
up looking into German production plans for 1953; the Bank 
would participate in the working party with a t eam of 
exper t s and the findings of the party would t hen be consi­
dered by the Bank from t he point of view of financing . 

In an-y discussions wit h t he various groups , I aimed 
at steering clear of any commitments of the kind sugges t ed , 
while maint aining an at t i t ude of goodwill. Your brief 
fi t ted the occasion perfec t ly. 

In the end , the Committee , with the agreement of the 
Germans , decided to dist inguish between production programmes 
in 1953 and long- term pl ans. A Working Party of the Minis­
terial Group will examine the former , while it is assumed 
that the High Aut hori ty will eventually deal with t h e latter. 

As you will see from the attached copy of i t s Terms of 
Reference , the ·orking Party will examine , but only from a 
technical point of view, the projec t s in the short-term 
programme of those countries that f eel the ful filment of 
their produc tion t argets in 1953 may be hampered by inade­
quate f unds . At the s pecific request of the UK Del egat i on , 
the Committee will have no po er t o examine the 11 ground of 
insuffici ent finance" , nor to suggest whether finance could 
b e made available by cut ting back on other invest ment p l ans , 
and the like , bec aus e they - and the others - wish t o avoid 
giving t he impression of pre judicing Germany ' s claims . At 

\ 

my reque s t it was agr eed to omit in the Terms of Reference , 
the Pr e ss Release or any ot her writt en or spoken reference 
to t he meeting a s t atement to the effect that t he findings 
of the Committee are to be submitted to the Bank for inves-
tigation and possible financing . I pointed out that we 
wishe d particul arly to avoid g i ving rise t o fals e hopes , 
t hat I was not in a posi tion t o say whe t her or not t he Bank 
could undertake this kind of j ob and that we had not at this 
st age sufficient information to enable the Bank to express 
a view. 
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DECLASSIFIED 

MAY 2 0 2022 

WBG ARCHIVES 

On the other hand, I did not object to being invited 
to the Working Party as "observer" in which capacity e 
had attended numerous other OEEC meet ings. The Committee 
changed an earlier version in which the Bank was included 
in the list of participating countries. 

I am glad I did go to Essen. In our absence , we 
might have had the problem of disentangling an embarras­
sing situation. 

As things stand , all concerned , including the Genna 
led by Dr. We s trick , Secretary of Sta te at the Ministry of 
National Economy, know the Bank's attitude. The Bank , in 
turn, 1s quite free to decide its course of action. I 

~ s a id to Mr. Spierenburg that the issues may become clearer 
r~as the work of the Working Party was proceeding, and that 
__ the position might be reviewed infonnally when the time 
~ came for t h e Deputies to discuss its Report on (probably) 
.~ J uly 7. I f by that time the Parliaments of the remaining 
:- signatories of the Schuman Plan (Belgium, Luxemburg, Italy) 
- have approved the Trea ty , the High Authority would be set 

up quickly an d the ques tion of the Bank holding the fort 
may no l onger arise . 

In any case , from t alks I hav e had wi th German mine 
managers , they will buy all their equipment locally . Some 
coal mining companie s may be short of marks; but there is 
talk of rais ing the price of coal. In any c ase , it should 
be quite pos sible for the German Government to cut back 
some of the other investment plans. Sir Laurence Wat kinson 
expressed to me his confidential view that production i n the 
United Kingdom as expected t o increase , helped by an influx 
of orkers from the textile industries and that by 1954 t he 
European shortage of coal may give way t o keen competit ion 
for markets bet een the British and the Gennans. My own 
view is that it might be a thankless job for the Bank t o 
undert ke the job of the High Authority pending its creation 
and that i t would be far better, as you suggested in my 
brief, for the Bank to follow di scus s ions with interest and 
sympathy and to awai t t he creation of the High Authority as 
a body c apable of taking a European view on these delicate 
issues involving arbitration between national claims for 
assistance. 

Best wishes. 

Yours sincerely, 

l/4. 
"/alter Hill 

Special Representative in Europe 
Enclosures: MCPG{52)9, Working Party No .2 of the MCPG on 

Invest ment s - Draft terms of Reference, 
Press Communique - Essen, Wednesday, April 30 
Survey of West German Coal .ini Indust ry. 

cc : Mr. Rist 
WH/c 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
Mr. Leonard Rist 

Walter Hill f/4. 
\ 

OEEC Programme to Expand 'European Output 

DATE: January 24, 1952 

Po98 

/ 

;fl Last August the OEEC Council of Ministers set a ''lestern European target 
f or 1956 of a 25% increase in gross national product over 1951. It was 
assumed that this would involve an increase of 33% in industrial pro­
duction. 11.e ne 1epo1 beCl in od:~ ~e+,±,en ef .Neuornber 2, J.~Sl, ~p lJ 60t,-
~rking parties Q4' eenieF e~o~s were established to report on the 
practical possibilities for expansion in key sectors , on any special 
difficulties to be overcome , and on the measures necessary to that end, 
taking as a basic assumption that over- all production would in fact 
expand by 25% . Reports were accordingly prepared covering coal, elec­
tricity, iron and steel , agriculture i™ manpower . In -adai:eio -4;,he. 
05EB- S..cr.e_w:i.at, . ..has- p par~ epor. on housing . ( a) The -8-eere'b-aria 
has also prepared a preliminary analysis of these reports , pointing out 
common problems raised by them, noting certain discrepancies in the 
approach to the different sectors and raising questionsfor future stuczy- . (b ) 
On ) ecember 21 , 1951, the OEEC Council established special senior 
working party)to define the general problems which must be solved tf. 
the over-all production of estern Europe is to be increased by 25% , 
to prepare the way for action on recommenda~ions arising out of the 
sector studies , and to suggest future lines of work .~) 'P-he tu1e o-f 
the n~t steps in t he OEEC effort to pave the way for higher production 
in Europe will not be known until this working party has reported. In 
the meantime it is of some interest to swnmarize the results so £a~ 
obtiined, and to evaluat~ the exercise both as one of the principal 
activities of OEEC and from the point of view of its interest to the 
Bank. r- ~ , , 

Each sector study estimates the level of consumption which will prevail 
once there is an over- all increase in output of 25%. It then attempts 

(a) can be refef to as follows: 
, Date sent to Lett er 

Sector Code No . VI ashington No . 

Coal co(gi)lO(lst Rev.) Jan . J , 1952 P. 4/D 
Electricity EB' 51)11 Nov . 28 , 1951 P.1268/D 
Iron and Steel / IS ( 51) 24 out of print - will be sent as soon 

as available . 
Agriculture (51)40 Jan.14, 1952 P. 40/D 
Manpower 51 )45 Dec . 4, 1951 P.1292/D 
Housing 400( 1st Rev . ) Jan . 22 , 1952 P. 97/D 

(b) on Jan. 15, 1952 , with P. 56/ D 

(c) C(51} 9u (Final), sent to -\ia hington on Jan .14, 1952, with P. 40/D 
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to discover whether by following present policies member countries 
can, in fact , adjust their production to this level by 1956. Wher e 
this is not possible it then suggests measures wbich might be taken 
to intensify the effort . 

The coal experts estimate that on the assumption of a 25% 
increase in gross national product European coal requirements, which 
in 1951 amounted to 480 million metric tons, will amount in 1956 to 
between 540 and 550 million metric tons . In the same period, coal 
available from domestic production will increase from 451 million 
tons to 515 million tons . The study thus reveals the striking fact 
that even with the expansion programs now in progress , Western Europe 
will in 1956 still rely on the outside world, particularly the United 
States , for about 30 million tons of coal , the same gap as in 1951. 
There will be a particular shortage of some grades of coal, notably 
coking fines • . This gap remains ,_ fu~th~rgiore , ~~~e the fact _~ha!_ 
member countries plan to invest~n their coal mines fuer $2....2._pi~iofi'o 
in the five-year period. The coal experts felt that the position could 
only be bettered by taking measures to promote economies in the use 
of coal, and to assure a greater expansion of production than now 
envisaged. 

The situation revealed by the coal report was considered 
to be of such gravity that a special meeting of the Council of ~.inisters 
was held on January 11 to consider means of improving the situation. 
At that meeting , and following a stro~gly critical declaration by Mr. 
Paul Port er, the Acting Special Representative in Europe , the Ministers 
declared their intention of making Western Europe ir;d~pendent of coal 
imports from the United States as soon ap possible . ld) Furthermore, 
they appointed a Ministerial Coal Production Group composed of Dr . 
Stikker (Chairman) , Lord Leathers, Dr . Er ard and the French Minister 
of Industry and Power, who will , in the ne r future , study the coal 
production problem, make proposals tot he C uncil about an additional 
expansion of output and additional measures o promote efficiency in 
coal consumption . During the Ministers ' meeting, Mr . Bliicher, the 

t 
Ger man delegate, supported by Mr . Porter, sug~sted that OEEC examine 
the availabilit y of finance from the InternatHmal Bank. 

The report on electricity, much less c mprehensive than 
the coal study, foresees the expansion of electripity production f r om 
248 billion kwh in 1951 to 347 bill ion kwh in 1956 and estimates 
t hat member countries ' expansion plans are suffici,nt to meet this 
growth in consumption, provided, however, that 

(1 ) average weather conditions prevail for the generat ion of 
hydroelectr ic power 

(2) necessary finance is available to carry out existing pl ans 
(no estimate is made, however, of the amount of finance 
needed) 
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(3) high priority is granted to electrical equipment manu­
facturers for the purchase of materials in short supply, 
especially copper, and 

(4) the shortage of skilled labor that exists in some countries 
can be overcome. 

~ r"'~ f~~ ~ ~ 
~ iron and steel f}.ikewise estimate! :a~-t piPeeezrt 

~li.8'-:i:@R pllilio.~ z@H. be sufficient to cover requirements in 1956 pro­
vided, however, that exports decline . Tfte Fe~o±b fo±e~e&.s tonsumption 

ui ements 63 million metric tons in 1956 compared with 47 million 
tons in 1951 . Under present plans, production should rise to 70 million 
tons in 1956 compared with 56 million tons in 1951. Wh~ latt::r.;a:-~ ~ ~ 

) 

• · . ,i;: Iron and Steel- ~ommi.tt~e- crr-oEEc, -f,his r-e!'e e 
criticized for ignoring the possible shortage of iron ore . In fact , ..:,t; ~ 
,t,he Ixon .!:ltd "lieel eo~ believeEl that unless additional steps are 
taken to ensure an increase in iron ore supplies, the steel production 

vL (~ ,( targets might not be reached. 'Phe ~ecretadab, in FO:.tj.~ating. thG P~, 

\N&A- YV-A> ,Lf -Uu.{i "t.t,, ~he experts ba heen cautious in setting the 1956 pr-0duction 
~ Q.)✓ ~ tar.ge,t,--fo-r-- £-em>--of. aiming at larger steel supJ>lies than the market 

1 •~t U ,;.-, 1 
1 1n c.oul€l. absorb . The Secretariat ~elt that this caution w~s not justifie.g.., 

-1,i \-'().. \, h~i '1•J • ,, and that the target should err if at all on the large side. 
"'; ; , \l..s-;; I, 

~ JvSc~ 1,,.,-;l,\h 
- ,J\.4-)., l, 

~ -, ,:,,~" r • . 
,;it.,-... 

The report on agriculture &5'f.Hl1a.l:.S$ that a 25% increase in 
gross national product in Europe would mean an increase in the demand 
for food of between 12 - 16% by 1956 . European production of food might 
possibly be increased by this percentage provided an 11 ex-bre.or d:iftaey- r ,_,d..­
effort.$ were made to promote farm mechanization, apply better technical 
metho<;ls , put new land under cultivation, improve farmers ' access to 
credit, and reduce trade barriers to the movement of food in Europe . 

• , •,t. ., ~en such -n °e,ebaor dina:r:'f- ~ffortS w~uld not increase production ~nough 
_,..,..,.,.)"l>.,<,.t1< • ....,, i,) .... '--1& reduce Europe~ s heavy reliance on imported food . ':;:\In the a:H:e.l:y=heal r""' £.,~ -1 paper pr-epared 'by blre (m~a'-c, ~frrs:·probI"-em wi-t!½ its implications 

rt · 4vv ~ <>-; .J !or EuropeJ,,s :t'utu.re...bal.anca.. o£.. ~ayment wa:s underlined. The Secretariat 
yv ~ ~n1~; also £.elt that- the _agricultural experts -we-re c-ens-ervat±ve in evaluating... 
r_~ r . ~M,t·»."~,._,, the possibili.ty,-0f pr,oduction -i-ncreases . ,_ . ... -t. ,A 
<i t,,,4-1..i y.~":,,, • ~ ~ o. " ~~ .. (.,er--,,., ""I(.,,\ N wll---1 r~---:__. 
"1'-~~ ']J,,,~ il'.'liiperb-o~u po~.Jout that the 25% increase in 
~ ~t ,.,,,..,-v.1~"1-1. output could be attained by 1956, given an annual increase of 17:; in the 
~~I(' l working population, and ;;.n increase in productivity of 3 o5% per year. 

~J;,, There is still a danger, however, of shortages in particular economic 
µ) sectors (e . g . coal , agriculture), and in particular countries, though 

in other countries there might still be some structural unemployment . 
The problem to be attacked, therefore, is t hat of the mobility of labor . 

~ .:...Z.f\J.<~ .!Phe Fepw:+, :c.ecammen~ that OEEC should establish the following two 
objectives in the field of manpower to be achieved within the five-year 
period. 

(a) Effective manpower organization in each nationo 
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(b) Elimination of restrictive rules, formalities, 
and other obstacles to the free movement of workers 
across national boundaries , thus aiming at facili­
tating interchange between the different labor 
markets in Burope , and maintaining full employment . 

In carrying out this program OEEC should concern itself more than in 
the past with questions of internal administration. w~ 

~ ~.;>-;>...\..'V\'"" ~ J "- .. . 
~he Soa:rie~ariat 1 s ~~port 8fl. housing ~ account pf the 

fact that lack of housing is an impediment to itcreasing prod~ion ~Sf yitJ 
in the key sectors as well as in other branches of industry ft ~~~ee-bs 
that member countries attempt to increase the rate of dwelling con­
struction~rom about 900,000 a year at present to 2 million a year by 
1956. ~ao r~ recognizeJthat the full expansion will not be possible 
during the peak years of the defense effort . Maximwn effort can, there-
fore , only be reached during the latter years of the period when re-
sources can be shifted from defense . Special attention will have to 
be given to the problem of financing construction, a.HEl. iH. tb±~ connee bion 
~ Secrecss;r,:~ at 00±90-th'at ~ ~.i. __ 

•any measu~es which would facilitate the free movement of 
capital in 1:Curope , anct the use of sav~ngs in countries other 
than the country of origin, l'iOttla a:3::-sd> facilitate the financing 
of new building. In this connection it ffl~ recalled that 
in 1950 a project was laid before the OiKEC which recommended 
the setting up of a European Investments Bank, and that the 
International Federation of Building and public Works at its 
last assembly held at Stockholm in July, 1951, called upon 
the competent organizations to investigate the possibility of 
setting up an International Institute of Real Estate . "--<-.. _ 

( I I, ~1 -~ ~Q_j _---.,.,V ~ 
~ --thaf 

...L "Y..N,,c.,,.J,,.; 'I ~ l< b .- O;..L~ _, 
' l . AJ... ~ tnat countries ~ apply for loans from the lme:f'wa) -----~ 

fa ~~ ;µJI), ~~00:S~~cO}l}-~~~~~d:Be,~ 

' oJi ~"6W.;.:t, ---~'bieaed, p ro mcm, ae MitrLher ~ o'f--t"ntehratioual:f:m8:oo4:n-t; . 
;,AA f 4t 1.;:: ),r &1::,-m,Ie ,~he:"1; · such loans -rn-' only be granted for carry-

ing out housing programmes concerned wi t h industrial activity~ 
:U,.Q~ -"\ ~ ~ ) - ------- . 

J:'!\ its P(ilport smmna1:-i21iF.tg ;t.1YastiJ?¥~~~~~ eaoa-se0-uw, 
4.AQ a Qel'ei;apiat: po-int~ .. co~rtm±r1--tl±eerepenoo.8'8':~ ethods---e -
p,J ~'1 ;i R ua,,p;i.e11:te e ee}t~~-----0~1ai:1-«1:ttenbron - two general 
problems Yffiich v,"9;i,::e aut.si d'il :t:bo 0ompeton00 o;t; 0Kpe:R10➔1x spec.tr±c 
~otori ~ which require further study. I n the firs t place, the 

( 
effect of a 25% economic expansion on the balance of payments of 
Western 2urope has still to bwx~i ~e.~ fne 89[W,, aMd a~ie\i<l.tu.~ 
stua!.eB teveM'ilQ t~t present 1ex~a'irs1on pans do not permit any re-
duction to be foreseen in t he neavy dependence of .Europe upon the out­
side world in these sectors . ~-&-eoP0t21;~..t; po;i,,M"5'6a,t, t,~r 1ne>st.. 
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spheres it l'OSSibie 

policies whI h will mak;,:-e. 
grea r or smaller contribution to t he solution 
of t he balance of payment problems, anct 'proper 
decisio on the alternative courses a{ action 
open, requ· e to be based on a broad assessment 
of the yigou needed to solve t his major problem11 • 

In the second place, ~he sector stutti.es have assumed or recommended 
levels of capi t al investment ~ic~ ar~ fixed without reference to 
the over- all level of savings and investment in member countries . o/\, 
~H bat l~ ~ .M /\,~e,,_,,°,u_,{ M .-,., 

'r \.. t'- . • :t ~ ~ VA l .,..-....J.-..J., 
... ••meB~ e~flt i:a.e5 rr.t! h&t-the o,.r.e~...t,~ 

o.i'.-iniL8.s:tm.lnt e.r ~~~tis inconsistent with 
the pr esent trend of savings and the avoidance of 
inflatior_;., ~;;:J.ly: znaasurr:;s bu e-iieot1Ta5" m.ngs 
~!.'l:d: I e~in a..hi"t.- @enti~ffl'ftl'l!ent-will have to- c.. _ ~ l "',#,,ti 
ee QQlifS;;i,Q,8,~ a A,-..J:7:k¼ .l ,V--0, .a~ r ~ .,,.,,_<ll, Co ' , . t J 

¼ f f""?JJi.,, >' • ,< ~ % o v\.,(.4Vl.,ll.-0..C.t ,:;, H ....._• ~ J-- ,'U. ~~ _,.._,..~,._..,. /\A- t"""l ' 

~~ Th. ..,...f t,.....,.,,~,. f t di . . e u ure ines o OEEC 1 s s u es on increasing pro-
duction remain~ to be determined_. ~he iai-ti&w~e 
~""-~ ~~WQJtilil?y iii R\:ifflb~ ~. 

,_. ¾ :.. .w ~ q./ ~~ ~~ "i. 'i (,, , ,.,- A.(A ~ '. .t< : 

(1) The common declaration by member countries that it is 
t hei r policy to make strenuous efforts to increase 
output provides important politi cal support to those 
officials and citizens of each country who all along 
have been urging such a policy. The OEEC pro gr am is 
an important weapon to use against those who warn of a 
danger of over-production. ~~secto:r stildies 
t~P.. oceasi.on&lly-er-ep-t. in ~(-regarding ttre -pro­
,di,tction of coal, . st.e and .food) , and ras reflacte.d in 
:i:e.~~~'te.-1:1~· ffl'!~- -&1 g-mri."rt~ 1'1:!sS'ur.ed ma:rk~ts Mr . 

rter in the Ministers I Meeting of J anuary 11, 
to such fears when he stated, 110f all the 

r easons iven for depending -qp6n American coal, financed 
by Americ aid, fear of av.er-production is t he reason 

/ which I -wo l d least enjoyl'explaining to the American 
Con!p'E:lSS" • 

(2) The tar get of a 25% increase of over-all output by 1956 
and of a 33% increase of industrial production consti­
tutes a test by which all future activities of OEEC can 
be judged. 
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I 

(3) The OEEC exercise is capable of identifying specific 
commodi t ,ielil likf:J-Y 0to ~e,.in short supply unless there 
is furthe-r ef.flort . , It ,ha J shovm, for example , the 
glaring deficiency of coal and a possible shortage of 
iron ore . The sector studies also point to spheres in 
which technical improvements are required. 

The Bank may find that OEEC ' s economic expansion pro­
gr am4if it is pursued along the lines already followed)is interesting 
from two points of view: 

(1) 

(2) 

The recommendations may be ~sed as a guide by member 
countries in reframing their investment priorities; 

In revealing economic sectors whe~onal invest­
ment is required, e . go coal, the S.w.:.i,;.,;.i,.-,,: may point 
to types of loan applicatiorfwhich the Bank might 
consider with particular care. 

Two other aspects of investment will not be covered by 
tbe program as foreseen at present: 

(1) The total level of investment in each country is not yet 
being examined to see whether it is in line with the 
country's resources . 

(2) OEEC will not , by itself, formulate specific bankable 
projects . This can only be done by individual countries 
or by special international authorities as they are 
established. 

Furthermore, as shown by the above descri ption of the 
work done so far , OEEC has not yet defined objectives with regard to 
Europe ' s balance of payments in 1956, so that the studies made on 
economic expansion have not been based on any specific assumptions 
about the balance of payments . The program, therefore , still takes 
insufficient account of one of the chief preoccu.Pations of tl).e ,Bank, 
the credi -(Jv-orthiness of ~&. ~ ·"4' r ~ ~ ~~ , 

n- view of its potentiq.l interest in the Bank we shall 
continue to ow the work in OE~ un the expansion of output . Mr. 
Marjolin ~ e that at a later/,3tage when the financigg ,..of invest-
ment wiµ be discussed it woul,d" be useful for us to participate in 
the dJliberatimns . I 

I o/5ending a copy of tf;s memorandum t ~ !Jr. PrudJ'6nune, 
l 
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