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Possible compromise on Sup 1leuentary Financial 
:Measures 

1 . The ConferGnce expresses a"bJpreciation of the re~ort prepared 

by the staff of the IJRD anJ of the report of the IGG and notes 

that the ajority of the LlGIJ.lbers of the Ir.ter- ::;overnnental Group 

believe that~ ~ltl1ou_j1 a nu.r:1h2r of questions - so1:.1e of then 

inportant - require further consider:J.tion, the objective set out 

in Part A of Recoonend:J.tion A . IV. 18 can be achievc;d by a Schene with 

the essential characteristics of the Ban1r Sto.ff Schene . 

2. The report of the Brml;: st0.ff and the Inter - -:_: overmJ.ental Group 

·nave dofined the issues involved und clorified '"''-any of the,_.. The; -

Conference a3recs that· further vvo rk is required to resolve sone out -

standi ns is sues. The Conf ,3::.'ence nls o 3.c_;rees that further consi dorati on 

of supplen.:mto.ry i:Jeo.sures shoulu be ::;uicled by the followin:_; 

(i) there is n cle2r~ u1~1.:mt n2ed. to prO'jide {.a schene o!__7 

supplenentar:y fi nanc il-1;::: to clev;:;l opin.; co .mtrie s which hnve suffered 

unforesec:.n shortfalls fron reaso~1.abl2 expc;ctntions in their export 

proceeds of a nature or durntion whicb Lay disru)t their devalopnent 

pro.::::raE1!.1es. LThe sche:!le otJ S_lfplenentary financinc; should b2 

a&ninistered by an A:,oncy \Vi thj_n the '.!orld. Bo.nk faL1ily . 

( ii) It is essenti:1l that suppleiJentary fin<mcin-; should, on 

the basis of apJropr i atc criterio, provid0 reoson~ble assurRnce of 

tine::ly assist8.nce to prevent or r::ininize d.isrv1.ption of de::vc~lopnont 

plans ond pro,~~ramJes Vlhich :.1 i c_;ht result fro~l such export shortfalls 

to the extent that tilGY cannot bo Ctet by othGr r_wnsures. 

(iii) In establishin._~ reason.Jble 2xpectations, account should be 

tClken of thG levels of 2xport proceeds forcsGen in the developnent 

plan or proc;rar:rr_:,::; of countries applyint: for supJlenentary fin::mcial 

assistnnce and rcquir0d for its iupler:wntati r n. 

[[n the cnso of countries havin.:; ccnprc::honsive de::velopment plans 

involviDC the t8kin.-:: in advcmce of a view of export expectations 1 the 

acency o.dninisterin.:; the Sch2ne one the country should acre.::: at the 

bccinninc of each plan period on the level of exports that nay be:: 

/reasonably 



re0sonably oxp12ctod durin_:; that peri od 9 on the bc:tsis of export 

projectior: and inforr.1ed jud~·.:;r:1ent and on 'Nhich the scope of the plan 

is based. Countries not h~vin~ co~prehonsive plans invalvinc 

such export ex~ectntions could claic un6cr tlw SchoEe on the basis 

of ."1 d is:tuption of L1.v2stncnt proc:rsnne s co.uscd hy a do cline in 

GX'!_)Ort.§.l 

( i v) A sl1ortfe1ll fr01:·. these expo ct~tions :3houlci. be the first 

e l or::ent to bo t3}<:,;n into nccount in assos.:;in,; cl·-=ti~:ls to supplenentary 

financial assistance . 

[A shortfaLL fron tll2 pre - Gc3"r2ed level of exp::rts as este1blished 

und 0r (iii) ab ov~ sho<.-1.ld forn the b~sis of a J2rin:J. facie clo.ia to supl1lc­

nentary fino.nciLl assist'"·:.nc 2 under tho Sohel~lO .:..7 
(v) Thore should !.10 .;:: )Olicy understo.ndin: bc;twcen the country 

and the AGency relatinc to ths clovelolJL-:cent plan cr proc:re1r::rr,1u <md its 

iGplenent etiJn . It should net iG;;J'Jir the sov2r2iGnty of any ucnb2r 

c ot·,_r~ try . 

(vi) Ther8 shou l d be provision for the ~se of other resources 

in o prudent neasuro by countries applyin_::; for assist8.l'lce undGr the 

Schecw . 

(vii) There should be a clearly liiJ:tcci fin::mcic.l coDnitncnt 

of an adeq~ato aLount by donor countries. 

3 . Vli thin the principles set forth i~ para(;r:-:!:lh 2 c-b ove, tl1e 

followinc; principal issues rc::u3in to be discussecl.~ -

(i) The consiclcrati on tc be taken into o..ccount by thl; A· 8ncy in 

assessin::; the extent of disruption requirin:; supplo::wnt::1.ry fino.ncial 

e.ssistcmce 

(ii) The scopo and no.turc of the uncle:rstetn~in ~ bct"~Y'G'Jl1 the 

Adninisterin,-:; A·.::cncy and tho indiviCu"".l participant countries on their 

own dovolo~_'r:l<mt plans and pro~--:rar:.Los nnu the l~Jlicies to be adopted 

in order to carry the~ o~t . 

(iii)' Tho nature of the :.~el at ionship bctrrecn sJ pplenent ::1.ry fi n<:J.ncin:; 

and coopens.::ttory financinc . 

L[iv) Tl1o tec:miques to be used in estCJ.blishinc reasonable 

expectation~..J' 
/4. 



4 . In c cnsideriYJ;: , the issues outl ined i n pc.re'-_:;r -~h 3 ncetsun.;s 

t() the rurposc set for-t:-:1 in po.r::::t;_orap~l 2(i) :-:lbJ\"0 7 includ i:n::_; those 

su{SgcstoJ to th~ I. G. G. should rcci~ve du'"' 2tt-..:nt i J:n . 

tions nay b~ c ontained th0re i n 1 in tbc fiold of ilrternJtional 

I 
COL1l"10cii ty p•:; licy requested. b:Jr the Board uf Gov·2rnors of th~ IBRD 

o.nd the Il\1F at th12ir annual nootincs in 1967 ='.S and vvhon they b.JCQ[l.:? 

8.vaila blc . 

6 . The ConL.:r~nc; 

( i) to c anti ~1.uc in cxis t . .::~cc the: Intcr-.:_;rnro rn~--~cmt ·1l Grru~J for 

tho pur pos c of vvorkin, · C•.J.t surJplen.:mt ary financ inc ql one; the lin;:; s 

if possible in t i <.:.e: for subnissi on t.J th<- 7t~: nc ;tin:_: of th~ Trc:Jo 

and De ·TC l opr.1cnt Boc>.rd out no l.:>t~r them :D.Jc..:Gber 3 1st~ 196jJ 

L t0 o.uthorise the; Inter- covcrrr1.::nt::tl Group t o 

thc:-,t nc.c~Lincl'Y in ti::c for it to -be su1Jr.,i tt\)u to the 7th uc tine of 

tho Tr 3cls and Dc.Jclo ~x.cnt Bc.3.rd..:.7 



~Lo_t_o_ p_y_ th_o_I_g4_i_~:_il_Doly,Rdi_op __ Q.l1. _t _h_Q 
S~.,?,?]-_O}ilOJ.l.."t.~.Y. ]'_i_p.~~ J.1f.lJ',_l _ Ho~"s:u_r.o,s .•. 

Tho .:,>ro~ JO o c.l f or ~ ·- scllono of Su)~)lcBont~r Fin~.ncinl Hor,surc s , whi ch 

\oTC.S ru:cdo ::.t t ho First UNCTf',D , h c.s f ".Ccd s omo cliffic'LU:cios i n tho ?~st four 

yor.rs . Por hc.ps , s ome of t r10 difficul tics oxporioncc cl by some dovol opod 

countrie s i n ,.,_-~_, _ _,r oc i c:t.ing tho ).?1-U":)os o of t ho pr opos c.l c.r i so f 1·om the f c:.ct 

tlr.t it is r.cldrossod t o n. r ether spe:cic.l pr oblon of dovolo~)inc; countries J 

which i s o. nont hol css vor~r r or.l pr oblem, i f not s o obvious . 

~J11o __ I:.rQb):oF1. oJ:._ll@1 Disr uot i on 
ibJ:".OJ:l£.h Elcpo_rt shortf<.lls_t 

2. vlhP.t t ho pr oposed S .F . H. Schm-:1o i s desi gned t o t<.cklo is not mer e l y 

tho i~1st ·'.bili t y \-Ih ich Ch<I " ct or iSOS t ho OX.;_"Jort on.rni ll[::S of devel opi ng 

c ountr i e s . Its ob~, cct i s t o t i'.cklo r. s oncv1hr.t con)l ox pr oblem with its 

r oots i n t his i nstc.b i li t~_,. . First , t hor o h c.s to bo c.n m1fore~;co:1 shortfc~l 

i n export orT ni ngs f r oEl ~:n oxpcctod l ev el ; s oconcU:.r, i t h~s to be of .. 

'"JCr s i s t ont ch;-rc.ct or such th::-.t it cc:.nnot be dor.lt with r.do qu u.t oly by short­

ter m bc~rmco of p··p.cul1t s :csni s t c.nc c.. ; f i nc.lly , i t r·ms t bo of su ch ~ 

mc.gnituclo r.s t o thr o<"".t cn t o disrui)t t h-.:: dovol o·"Jncnt Dr oP:r ...,LE1o of t ho . - .. ,_ 

OX;)Or t i n?, countr;:r. ~~1 thoso ~.ro i nt ogr 1·.l fo~turos of tho pr obl oH which 

SFH i s dosignocl t o t:-.ckl o . 

3 . While i t i s not diff icult t o soc hoH c. shortfc.ll i n oxport oc.rnings 

fr om ruc.son..-~blo oxpoctc.tiont. cc.n occur, nor hm-J it cc.n ::-.rise from 

UD..foroscon circumDt<:nc'--s , por h-:ps its dicru)tivo offocts on ;: dovolo~r:lont c.l 

1)rogr o.mno c c.l l f or somv ox9lr~n:".tion . 

4 . In t he ostiw.t ion of t ho for ei gn ox ch. n:;o r esource s r oc::.uirod f or L. 

devel opment lJr oe;r c-.L'LlU , t ho c unt r i but ion of exports h c-.s t o bo c.s~ignod o. 

dofini t o v~.luc . Tlh .. tot : ~ C:".rni ngs f 1·or,1 export s r.s uoll :c.s f r on other 

sources such c.s for e i gn r.i cl , i nvisi blo ro cci·.~t s , privc:.t o cc.pi t c.l i nflow, 

.:.nd s oBotincs ev en clro.v1i ngs on c. country 1 s sur)lus r eserves const i t uto 

tho whor owithr.l for f i nr.nci ng <'- clov ol opnont p r ok:.r o.rnnc . It folloHs t hc.t , 

i f tho t ot ,-..1 ostimr.t od r esour ce s f r.il f ul l y t o r.1e.toric.lis6 , t hor u would 

every dovol~);>mcnt progr c.r:F:1o , t l.,oro is :1or 1rlly some room for mc.rgi ncl 

c.d j u st mont s . Hm.rcv er 1 uhon t ho r oq_uir"cl curto.ilraont i n in~"Jort s ,~. ;:;Rur.lo s 
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r. lcre o proportion, it c c.lls f or c. r c.t hor drccstic ;:.d j ustmont i n t ho 

dev e l opment ) rogrcsmao which could cr,1ount t o its disr u)tion . I f the 

toto.li t y of t ho f or ei gn oxchc.ngo oxpondi t urc , 1..rhich i s no.i nl y oa i nports 1 

i s to r omr.i 11 uni npo.ir cd, t ho t ot ,-lity of tho ostinc.t od f or e i gn oxch2.n&,o 

r e s ources , r.rust o.ccru0 c..s ) l rcnm::d, though not noc ossc.rily s ourccwiso. If 

t ho oc.rnings f r an exports f r.i l to como u~J to ost inct od l ovol s , them, unle s s 

t ho shortfcll i s I:lC'.dc 2.ood , thor o i s r-. dc.ngor of cli sru~Jtion of t h o dev e l opment 

pl cn . 

P_oTSJ3_ib],o So~.c~o_s_ .?C.F.JP..r:n_c~_n.,g: 

.(,.'l)_Jlr:s i_Q_j)_cy_q_J,._o-2!:1_0_p_:t._ ..E_i_Qc,.J...C~R : 
ot h0,;r; 5. How nbout LS O'Ol cos of fino.nco? 

good 2..11 unforeseen shortfo.ll i n OJC~Jort s ? 

CCJ.1 t hey be dcpondod up on to n.:-lw 

Thor o is noi thor 2..11 o.utonc.tic 

nochcni sm nor c. prr.ctic;,l lik;.;lil'.ood t hr.t b :~.sic dov ol opmontcl finr.nco could 

bo i ncro2.sod s o ns t o nclw good such c. shor t fc.ll. Re cent CX?Orioncc of t ho 

flows of dov ol opr.xmt f incmco , docs not onc our o.go such c..i1 o·Jtinistic v i ew. 

_{pj_ Jp_t_st]lr,t_~n_s_l_ Liffi!idi ty :_ 

6 . An othor s our co is i ntornc.tio;.1c.l liquidi t 7 su ch N> r o sor v cs or 

dro.Hi ne;s on HiF. Hm1cvor, t ho so cro bot h b c.ci cclly shortton1. Sec ondly , 

dr~·JJJ.ngs on DlF got pr ogr csoivol y mor e o...n.d more condi tionc>.l. Further, if 

t ho ox;.oort shm·tfo.ll i s ~JGr sistont, i t c -:11not be doo.l t with c.t tell by t ho 

usc of intorndionc~ liquidit y dro.vTings which ho.v o t o be ropo.i d or r e ­

cons tituted i n '-'- s hor t tir:10 . 

( c ) .QOJi1P_~:-J.1iS.d.9..r:r J]'.;i}1.::;,!."1.c i_i1[?.. F nc_i].j._t .:y_:_ 

7. ·:. further pos s i bility i s t ho uso of tho Conpcns c.t ory Fin::.ncing 

Fc.cility of t ho Intor n::-..tiono.l Monot c.ry Fund . The Intor-govorrmont ~.l Group 

on Sup1Jl 0r:1ontc.ry Fi nrncing hc.o h:::d r ;-.t hor i nt ensive di scussi ons on tho 

question of tho r c l c.t1onshi p bet ween CFF end SFH. ~uthough, t h _; notion 

t ho.t tho forn01~ i s shortter iJ c..i1cl t ho l o.ttor i s l ongtorm soo:t1s t o di e herd , 

t ho differ ence s b c.; t woon tho t wo concop t n o.ro clo o~) cr cnd porh<.:.~s s onoVThc.t noro 

subtle . CFF es;,:onticll y i s 2. s t c.t isticcl concept . It : o.i n i s t o sr.1ooth 

out nogc.t i vo dovi c..tions f r or.1 tho nodi m:l t er n trcn0. of exports . On tho other 

hr11d , tho nogct i vo dovi c.tions VThi ch VToul d bo fin:-.ncod u11dor SFM would not 

ncco:Jcw.ri l y b e f r an em oxtr c..pol o.tion of t he n cdiu::.n- tcr n trend of Gx:_Jort n, 

but would in::, t oo.d bo fr on __ )ro~ octions of rc<:.son · ·bl~ oxpock,t ions . Since 

r ocsono.bl c o:xpoct c.tionn could be b c.sod not norol~~ on tho ·oo.s t t r ends but o.l :-;o 
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on nuch f~ctorc nc tho likely influence of now policie s or dovolopnonto 

which o.rc O:Jq)cctod to occur, t lloir pro j octiono could oo.oily c.nd o.bru:ptly 

brc2.k nwc.y fron tho pnst trends. I n thc.t evant, in " given r:i tuo.tion, 

thoro could bo o. :-;hortfcll fror.1 t ho .SFH trond but none fran tho CFF trend 

or vico-vor r~c.. , ;.:'.nd, i n ;-ny cc.sc , thu no.gnitudcn of tho shortfcllc could 

b e COLI) l ot oly d.ifforont in tho two c c.ooo . Secondly , ovon if n o.rawing 

is rk'"'.dc under CFF, it will otill be occl.mti::..lly short torn c.nd its r c9o.y-

Ii1Cnt would be unrc l o.tcd to t ho r ecovery of exports . Evon if ~ r c-

finm1cing fo.cil~ty for drc.wings under CFF i o introduced, it would otill 

not ocrvo tho )urnoso for r oc.sono which ho.v c boon indicc.tcd c~rlior . .. . 
Furthcrnorc , inr'.Gr,1UCh e.G CFF o.s:: i ot o.ncc i s cOl:r.f.mtod on tho b o.sis of n 

uoving c.vero.ge: , in tho cc.co of c. pcr ci ::, tcnt shortf~ll, notvJithstcmding ~ 

rootor ntion ~ p;:o :tcAt.Q of tho f o.cili t y c.ftor o. rclX'.yncnt, tho 

ouccossivc c1ro.win:-:;s would b o procr oos ivol:T amnllcr . One hns, therefor e, 

to conclude thct tho problon of tho disruption of c. dovclopnont progr~u~c 

bocc.uso of unfor eseen ;:mel persistent shortfr.lls in CX;_)ort o is c, rcc.l one 

8Jld c s erious one o.nd ther e is no not hod or ncc.ns of doc:ling with it 

c.dcqu.:ttoly in tho proocnt institution.:tl or policy fr c.L1L:1.Jork for 

intcrno.tionnl fin~.ncing. 

Finc.ncing • 

.C ... 9!UH9_Q:L.i1L.:..@"':Jl.£-QPC!}t~ : 

Hen co, tho need f or n SchclilC of Su~) .· l cnontnry 

8 . Of course , inc.sr.1uch -~ .s prevention is .:tlwo..ys bettor tho1 cure , 2.ny 

.:trrnngononts for tho stc.bilisc.tion of co1:u.lodi ty prices ~ or Ek'U'kots 

thc.t r.my be doviood would tend to :m-ovent tho export shortf;.lls fran 

occurring or fulinish t bcir no..gni tude . Thoro is, therefore, no l ogic2.l 

inconpc.tibili ty between tho SFM Schone l'.D.d co1Jr.1odi t y sto.b i liso..tion or 

n cu-koting o.rro..ngon:...;nts . On tho oontr.:r~T ~ they .:tro co;.1pler,1onto..ry to o::cch 

othor i n tho sense t hc.t SFH would t hen c over only tho..t kind or pat of 

shortfcll which would occur duo to cnusos outcido t ho scope of c or:r:!.odity 

o..rro.ng~nonts . 

9. This docs not r;,:...; ,::>.n tl1c.t tho shortfc..lls would t hen be confin\.-d to 

t ho ex,;,1orts of 1:12.l1Ufc.cturos nnd coni- no..nuf:-:.cturcs. Thoy could occur oven 

in respect of (2) tho ox;:)orts of conno,Jitios which c.rL- not covo1·od by 

c oDnodity o.rrc.ngcnonts, or, (b) in r espect of tho exports of coi!li.lod.i tics 

which c.ro covcrocl but to r.k"".''kots which o.ro not covered; or, (c) •1horo 
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tho vo.lue of the exports L l.._Jliocl in the reo..sono.blo cxpccto.tions is 1 -:-,rgor 

tho..n thc..t c.ssurod by Ik.'"'.I'kcting c.rr<-.11gononts; or (d ) whore tho i:lC.rkot 

organization covers only tho :1rico but not tho voluuo or (c) vise verso.; 

or (f) whror tho rco..son .. ::.blo oxpocto..tions of exports hc.vo o. positive or o. 

higher rr.to of growth, vlhilc tho rete of gro\-Jth of the c.ssurod offtake is 

ci thor zero or lower tho..n tho..t i r.:pl iocl in tho rc.::sono..blo OX.:.Iocto..tions. 

Finc.lly, (g) tho best of coiJraodi ty nrro..ngcncnts thc.t hunan ingonui ty co..n 

doviso could onl;y- .::void tho v c.riations in export onrnings stoDDing frcn 

chcnges in detr11.d but not t ho s o nrising fron clv_ngos in su~J~lly . In c.ny event 1 

with the best possible cor.TtJodi ty nc.rkoting c.rr~'l.gon"nts, it is hc.rclly possible 

totully to olinino..to t ho ol01-:10nt of uncertainty which plc_~.~s such c. lorgo r ol e 

in oconoDic cifo.irs as well o.s hum.c...rt o..ffcirs in gonorc.l. 

10 . This is bri c.;fly tho lo:o;ic ~.l co..sc for o. Schon(:; of Su~~ ' h nonto..ry 

Finn:..1ci c l lVIoo.surcs . Tho CortJi ttoo on Invisiblos o.nd Finan cing Rolc.tod to 

Tr c.do hc.d oxnnincd it 2.nd r of orrod it for further and dotcilod oxonim:.tion 

in c\::pth to o.n Intorgovorn:..·.1cnt o.l Group, tho r osults of whose dolibcr o.tions 

aro before this Cor.ui ttou . Whil" all tho developing couJltrics c_ncl sor.10 

developed countrie s , i;loi!lbors of t ho Group, h o.v o su~-,~1ortod tho Schone , tho 

rol1ort of tho Intorgovcrnnont<·.l Grou:p contc.ins sono u11rosolvod questions 

\-Thich, in tho vi ow of tho I ncli rm dologo.tion, corto..inly o.dni t of ) r netico..l 

solutions. 

JLrg:_oft.o_lv_cJl_~.S~: 

(c.) Exoort Proj ections for llis. yocTQ. 

:n. Tho first of t hose unresolved icsuos is tho quc.s tion of tho foo..si -

bilit~J of mo.king cx_)ort proJections f or 5 yoc.rs c_hond . This is o.. technical 

question o.bout the t ochni o.uos of ncdiUli1 tern f or oco.stin.; . It i s not 

:?rO!Joscd in this pc:p0r t o do,cl with this question beyond ouphc..cizing thc.t tho 

o.dvo..ncos of tho po.st tvront y yccrs in tho sci ence of oconor.lic for oco.sting hnvo 

n".do it p ossible.: to o.ttompt foroco.cts for five ycc:rs with n f o..irly linitod 

r:l£Lrgin of error. No doubt, f orocc,sts do often go c.strc.y . But, then this 

fuo.turo is not r estricted to r.lccliui.l- torn or l ong- t orn f orocc.sts only but cc11. 

C.)ply just o.s woll to short- tcn"l foroco..sts . In 0-11y co.so, it is not, ns 

if oxport-for~.-c c.stG for 5 yco.rs nhco.d wil l be nc.do only for tho SFH Schone . 

~J.most o.ll dovolo~Jing coui'1.tri€:s ho.vo dovolo.::lLlLmt pl O.i1S of 5 yoc:rs cmd 

willy-nilly, they ho.vo to )Ut n vo.luc to exports f or 5 yor.rs cnoo.d ns tho 
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fornulo.tion of o. five- yco.r devol o)nont lJlc.n nocoss:::u-ily requires, c.s best a.s 

ono c211 r.1c.".kc it 2.11 cstir.:c::-.tion of c.ll the Do.j or 1:1o.cro- ccono:tJ.ic vc.rio.blcs 

including cx.:crts . Ldni ttcdly, exports :cr0 norc subj oct to tha fitful 

vccg.J.rios of oxtorno.l f o.ctor s such a.s foreign dommclJ oxtornc.l conpoti t i on, 

restrictive i!J1port policies of other countries v..nd so on. Novorthclcss , 

one hJ.s t o CJld one docs nako ostirmtos of ox1Jorts ns ono docs of i:. r~Jorts, 

inv<Jstnont, sc.vings, cons1L:1ption, productioi). c.nd so on, c.lthoueh cll of them 

o.ro lio.blo to go wrong in sonc :rJ.uc.suro . ..~lthough , the IEHD stnff r eport on 

t his subj oct is f'2.irly c:J:~1prchonsivo, per hops , Ui'iCT_.D Sccrotc.rio.t could be 

roquestc.d to ecttcn;,,t ;-'. c onpcrc.tive stucl:T of cltcrnntive techniques of a~..-cLiun­

torn export foroco.stine; with c. view to discovering tho technique which is 

most sui tecblo for the _)urposo of SFH OX)ort proJ actions. 

~ .(_bj _ _lg._dto_1"_I.!_L9...~;i._0,!1 ___ g):l_d_ ]'£.'v:j_siop _ __g_f_ _q~Q..Ol't ·o~_qj_q_q:tJ.o_J.1_!"J : 

12. Sooonc1ly, tho question hc.s been r o.i :-;od i n tho Intor-govornnonto.l 

Group 1 s discussi ::ms of tho noocl o.nd c..dvisnbility of '· r.rl.cltorn review or 

revision of tho agree d projections . It is felt tha.t c. nidtorn r evision 

would be l ogicc.lly i ncunsistont with tho .•ur~1oco of tho schono o.nd in tho 

o.bsonco of tho intention of o. revision, :: rev i ew would sco.rcol;r be noc.ningful. 

Thu central ,_)ur,loso of SFH is to nc..intc.in uninpo.irod tho vc~uc of tho cx~1ort 

oc.rnings o.s ostinc.tod nt t ho beginning of c. ) lD.Il po1·iod in order t o :yr ovcnt a 

disrupti on of tho plc .. n . Of course , tho iD]:Jliod undorto.ki ng to I1.''.intcin intc.ct 

t:1o totccl export oc:.rnings as ostinntod is not just unil<.t ornl, but concli tioncl 

upon tho lJursui t of o.9:1r c:_)riatc )Olici0s , which would ensure thD.t c..ny export 

shortfc..ll which no.y occur c~ospi to i-G woulcl m.turo.lly be :~1rosunod to hc.vo boon 

duo to oxtorncl f nctors beyond the yolicy control of the country concGr nocl . 

In thc.t c:'.so , it would nuocl c.nd SFN would proviuo tho n:...,cossnry finc.ncing . 

This groat fc.cili ty whicl1 could prevent o. disruption of o. dovolopnont pl an , 

would b o render ed f airly ineffective , if there wore to bo cc rridtorn rovisi0n 

of tho ox,Jort pr ojections . Und0r what typo of circunstcnccs •mulcl thoro bo ..... 

need for a nidtorn revision? 1rn.1on cc foroi£;.11 country il:r.1osos r estrictions on 

Xoo.£01\ll< kix:® i rr_?orts ? 1-Thun suddenly a synthetic product co.~1turos tho D<i.rkot for 

~ nc..turo.l p:cocluct which, thorofare , bocono s obsol ete? Thcco E'..I'o , in fact , 

ru.;.ong tho very c ontingoncioG ngc.inst which <. country 1 s exports hcvc to be 

secured by uFH. If under those c ircunsto.nc._s , tho SFivl Agency is to throw 

U? GTL1S <.ncl dicown rocponsibili ty, such c.n institution CCJ1not bo OX.J?OCtod 
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to enjoy tho trust of dovelo~lng countries. It is difficult , thorofare, 

to sup)ort c. propos ill for providing for the ronvgotic.tion of a. contra.ct, 

which would outrc.go its s -·.ncti ty, renovo fron tho Schone the virtua.l 

..-:.scurc.nco of ox-port oc.rnint,s tc com1trics f ollowing ngrcod polici es , a.nd 

thus inprir its O.FPO~l . to then c.s well a.s tho lO(·,icc.l b..~.sis of tho Schena. 

(c) .Q.oy_ OJ'_<:,g_q_Qf_ ~~]lo ~ .?_~}.<2. 

13. :.nothor C}_Ucstion of sono i n;_Jortnnce is thc.t of broadening tho scope 

of tho Schena to cover unforeseen incrcr.cos in inport oxponclituros . Thoro 

i s no l ogicc.l roa.son to exclude this t~ryo of contingency, Hhich is, often 

o.s m1for osoon ns OX)Ort shortfalls , stvns a.s nuch fron thu snno ca.usos a.nd 

is no loss unsottline; in its effects on tho i nt egrity of dovol o)nont plc..ns. 

(d) E9l:tc.x. -~W1frst2:_n_cii.l}E· 

Tho question of policy m1dorstm1ding is, by noa.no , a.s intro.cto.blo 

as it o.pZJOD.I'S u.t first sight. . .. broad noa.suro of c..groonont h··.s c.J.xoa.dy 

been r cachod in tho Intorgovor;:J:.:lonta.l Grou'? that tho gonoro.l ~Jolicy 

undcrstc.ndine; covorine, SFivl should not oxc0od tho i.Jrooxistine; one govornine 

tho provision of ba.sic dovol;).monta.l finc·.nco ··nd should preferably bo 

oxpr ossod in t erns of te.rge;ts for · f ow mc..j or n c.cro- ocononic varic.bl ..Js. 

The Inc~ian Dol oga.tion woul d str ohgly support this position o.nd ure:o tho 

Cor:ll.1i t too to r osol vo tho question in this n2.nnor. For, tho general 

understanding covering tho ~)revision of bo.s i c dovolo.:_Jn0nt fino.nco is 

alnost nlwa.ys vor:~r conprohonsivo. Therefore, no good ~Jurposo would bo 

ser ved by repenting it. On the other ho.nd , whilu one nust o.ttach tho 

highest li.19orta.nco to a. !)rodunt uso of t ho ~'.gonc~r 1 s resources for tho 

nost deserving ~ur)osus , it would clcnrly be in,--;.dvis .c.blo to o;.rtond tho 

1)ol icy undorsknding to n point which l oa.dG to dininishin[; returns in 

torus of coop-:.r c.tion. Ono nust bo C8.ruful about not devising sol utions 

to our problc.ns which croato narc lJr obl ons . 

( o) :R£.S..?J1LQ9 Roouironcnts. 

15 . Thor o is nlso tho o.ll-irrLJorto.nt question of rosourcos for tho 

8chm1o . Tho IBilD sto.ff h:cd sw;:sostocl tho.t i nitidly , L-300-400 rm . por 

yoc:r would bo enough to noct t ho roquironcnts of tho Schone.. Tho fixim 

IBRD stejlf ox.Jl."'..i n'-'d tho nothoclology of n ·ldng those ostinntos in its 

ro1JOrt o.nd furthvr vc.luablo clo.rifico.tions wor e provided b:,r tho 

ro"1r 0sontr.tivo of I!3RD to the Intor- Govorn:r.:cntnl Grou:;. Thoro hc.ve, 

however , boon sono ! ri.sgi vin ... s in tho ninds of sono dologo.tos nbout tho 
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ostinat os c:.nd , i n f 2.ct, s ono of th-Jn hnvo v i ,.Mod t ho Schor.1c with nlnrn 

a s c.n O)On-ondod conni t nont. Tho Inc~inn Del egation cloos not shnro tho s o 

nisgi v i ngs., but i t entire l y ncco:Jts tho suggestion, which has boon r.mdo 

in t ho Intor-Govor 1r2ont nl Gr oup , t hnt it should be a fixed fund of 

~00-400 nn . per yonr f or t ho f irst 5 yonrs c.nd t hor o should b e r ecourse to 

s ane f or n of r c.tioning, if i n fo.ct th;:; cstino.tc .;r oves t o be o.n undor-

osti:.mt o . This ·,,r o;?oso.l effoctivcl:.· set t l es tho vuxod q_uostion of 

r osour c0s. 

16. It should bu oupho.sizod thc.t su~J:.'ort to t his Sc~1ono should not be 

i nter pr et ed t o noo.n t hr,t tln s ncthod of gl ving c.i d is pr ef erred t o t ho 

nor r;1o.l node of __)r ovidi ng bo.sic dovol opnontal f i nc:nc o . By its ver y logi c , 

Suppl onontc>.ry Fi nQilc ing ought t o sup ,ll <:-I:lont b r s i c dovol o.x.1ont f inance c:.nd 

not sub stit ute f or it . It i s not o. question of nltor no.tivos but of 

l ogi cal s e quence . 

:. quo stj. on . ..9.f_p_r _i OJ:' _i j:;j.._q_q • 

17. It ho.s sor.1ot i n os boon nrsued t hat o.s l one c.s t her e is no euar o.ntoo 

of bc.si c J.cvclo~JT.lont f in. nco , the est abl ish: ·.ont of a Suppl Gnont er y Financing 

Schone i s not l ikel y to serve any vcluc.blc purpose . vli t hout detracting fr01:1 

t ho cruci.:::,l i JJ;:_Jortanco of basi c dovol opuont finru1.co , i t ru:ty be poi nt ed out 

t hat t hi s o.rgui10:1t fdls t o t nko i nt o c.ccount t ho nctmo.l r olo.tivo D..2P,ni tudes 

of t ho v nrio.blos :i.n question . It is well known that , by and lcrgo , export 

oo.rnings s t ill c •msti t uto t ho bulk of t ho cxtor no.l r os ourccs r equired 

for fin,=nc ine, t he dovol opn:mt pl n;1s of developi ng countries c:.nd it i s onl~' 

t ho go.p bet ween t hose o0.rnings o.i.1d t ho tot:-~ i nport r oquirononts tho.t i s 

not by basi c dovol o.mont find1co . It, ther ef or e , f ollo,.lS tho.t t ho SFM 

is des i gned t o lJl ue; t ho l eeks in t ho lnrgor o.nd ver y in~)ortnnt s ource of 

oxtor no.l fini"'.nco f or dovol ol)Dcnt . Further , r.clo.)tion of SFH would ho.vo t o 

bo without pr ejudi ce t o any ot her s t ops t hnt no.y be t aken t o insure c.n 

adoquo.t o su1;!Jl y of oxtor no.l r csourcus f or dovolo;~nont . 

~ff_s;_c_tj..venoss _of_ §F:H 

l.8 . It ho.s sonat inas b oon o.r ,:r,uod that SFH would donl "I.>Tith tho syr.rpt on 

r nt hcr t h<-n t ho disonsc .:::nd i n t ho pr ocess would prevent tl1c troat r:ont of 

tl1o di scnso i tsclf . It hc..s boon sue;gostod th.~ t a l nsting nothod of 

::.voi di ne expor t s hortfall s i s t o devise i:1tor n.::>.tionnl corr.1o(1i t y o.rro.ne:or. ~nts 

whi ch would sto.!Ji liso t ho onrnings of devel oping countr ios fr oi.·1 t he 
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exports of prin 1I7 conmocli tics. It h 2.s o.lso boon sue;("ostod tho.t by 

eivine oxtorn2.l nssist:moo f or shortfe.lls in exports, SFH would prc.Nont 

or dol o.-:r structurnl o.d iusnonts which nrc t ho cnlv ultin<:'.to solution of tho v ~ u 

pr oblon. It should be poi nted out her o t:1.c.t, if thor o i s o. persistent 

shortfell in tho ox:port s of c. p1:Tticub.r co:-:u:ndit;y- c~uring :::. rrivon p l o.n 

period, thoro is not hint in SFM t o sue;c::ost t ha.t t ho assist ance received 

under tho Schc".1o would Jer potu2.to tho existing po.ttorn of ox.9orts. I ndeed, 

it is SJOSsiblo t o bri ne. r.bout the r oquirocl o.d..;ustD.onts in t ho !Jr :)(luction 

patter n with t ho c.ssistcmco t o be r ocoivod fr oil SFM ?nd conuon sensu 

sw~gosts thc..t t hls wouldJ i n f actJ be done, for the. sinpl o reason tho.t in 

the ncJ...rt pl c.J.1 per iod tho l.gc_ncy will r ofuso to c.ccopt <:mything but ostil:mtos 

of 10\·lcr export ue.r nings fr oL1 the connodi ty concerned. Obviously, the 

ass istance t o be r occivccl by an i nc1ivic1ur:l country fr oz.1 SFM, t ho tot:-~ 

£1Dount of which is not exp ected to excee d ~;400 n.'1 . per yoo.r, would be 

t oo snall t ..) create ::: tm:rpta.ti on t o continuo with o. wrone_ pr oduction 

po.ttor n which is not wurrc..nt od b:,r clvncinr, i nt ernational · dono.nd cundi tions • 

.Secondly, it is difficult to o.ccept t hect t hu s ottine up of intor nc.tion2.l 

cor:JDodit y o.rr2.ngononts would pr ove t o be t ho ultine.to s olution of tho 

~roblon of instability of OX)Ort onr nings . :.s hc..s boon observed i n tho 

Se cretariat Docw-:tont TD/II/C. 3/2 11 I n t he final i'.no.l ysi s , tho b c.sic lone;-torn 

s olution t o tho ) r obJons of slug~.ish c r owth, insta.bili t y n.nd uncortnint:l of 

com.1or'li t y ox::,Jorts nay be f ound i n c. 9 r ot:rossi vo di vorsific r'.tion of the 

structure of proc1uction E:'..nd exports i n dovcl o)i ng countries 11 • It is , 

t bor oforo , o.pprvpri2.to t o c :)ncludc that b~r pr ovi ding o. rospi t o t o a 

dovclo:tJine, countr~r in the ovont of C:...'1. ex~Jort shortfo.ll CJ.1c1 enabling it t o 

no.intain the i ntegr i t y :Jf its dovol :.Jpnont pl c.J.J. , t ho s o-called shorttcr n 

s olution of SFH would r oalL- croc.tu concli tions f or tho 2.donti on of the - - . 
l onetorn solution of tho ~Jroblun which c on.sists in tho appr opriat e 

structural c.U vor sificc.ti on of pr oduction and exports. 

19. This l co.cls ::tN us t o our nc..xt o.nd 1~.st point. The nood t o r c-.iso 

t ho flow of dovcl opnontel assistc.mco significo.atly Ct"n ho.rcUy be ovcr-

cnpho.siscd. Tho pr ovision of b2,sic dovolopn~nt fin;-ncu un CJ.J. r.do quc.tc 

scalo nust first be o.ttondod t o . Th i s would nnturall;~ include r o.1l enishnont 

of ID~. and sane other nattors. Ho1.1ovor, tho f nct t hat these r.1o.ttors o.rc 

under c onsidorc"tion sh ould not i htorforo vii th our taking 2. decision on t he 

Sup"'Jlonontnry Fin;mc ing Schone . Nor should tho flO.SSine,; pa.~r:. ,ants 
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difficultie s of s ono of t he l endi ng donor countrie s b o allowed t o dilute or 

distort tho Schone . This pl ea is pr onpt cd b~r t he ver y i nporto..nt 

consider ation t hQt short- tor n difficult i es should not b" nl lmmd to c ol our 

nncl such l ess t o di stort decisi:)ns which hnve <::. l onger - t or n e f fect . This 

has t ho v;::.luablo support of tho r eport of tho di stinguished Sucr ot c.ry­

Goner a l of UHCT"-D, Dr. Prebi sch ( TD/3 ) cnti tlod n ToV~arcls !. Globa l 

Strat egy of Dovol opnont", ~Jhich says "Firs t e.nd for onost , tho r epl 0nislr.1ont 

of t ho I nter nu.tional Dcvolo~m..:..nt !_Saoci,J.tion nust bo conpl ot od , but thi s 

docs not by any noc.ns ;?rov ent tho supl1l~;:!ont2.rJ finc.ncinp: nochu.nisn fron 

boine; ap.1r ovcd in princi pilie 'lrrith1)Ut t he neocl actual ly to c ontribu·Lo 

r 0sources bef or e 1970, b ucausc c onsi der ati on of t ho t e chnice.l c.~et o.il s not 

yet di sposed of and ne[:oti·-tion of t ho t ext of an agr ooncnt and its 

r a t i fication by Govor rraents wi ll t ake: tino n. 

20. This Soc .;nd Sessi on c:.f t ho UNCT_._D will have: dono a useful s ervice 

t o t h e c ause of tho ckvol opncnt of l e s s devel oped countrie s if n concre t o 

e.erooraont on tho need f or a.ncl on tho nature c:.ncl scop" of tho Schano of 

Suppl onont <:'..r""J Fii:u:mcing is r oecchod at l or.st i11 principl e and further 

p r oc essing of t he ~ro~osnl is oxpoditod . 
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WASHINGTON D. C. 20433 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
CABLE ADDRESS ·INTBAFRAD 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
CABLE ADDRESS· INDEVAS 

EUROPEAN OFFICE: 

4 , AVENUE D'IENA 

PARIS (16 <) -FRANCE 

T ELEPH ONE. KLEBER 25 - 10 

c/0 Ashoka H0te1, New Je1hi 

ilear Irving: 

. elcome t0 Delhio 

Harch 14, 1963 

As y0u \·rill prnbably be tired after y0ur trip, I shall n0t 
disturb y~u in ynur h,~el r0'">m this m0rni~s• 

I h0p3 l'ii'S o l•'riedman has acc0mpanied ynu as :!:va is here , and 
we wrmld be very happy to see y')U bnth S'J'lno 1tle are in Suite J53o 

F')r y0ur informa tifln, b0th Sarma and Jalan are at Claridges 
(619411) rt'l')ffi ~')S o 209 and 240, respectivelyo ~e r0ntenay is at the 
Ashflkao 

Friday is a h11liday in India and the Crmference is nnt meetingo 
There vlill be m2etinGs 11n Saturday and , pr0bably, Sunday., 

I th0ught ynu might c.ris h t'J meet with Prebisch Nh 0 is 0ut of 
t')1..rn t'">day.. I had dinner •..rith him the day bef0re yesterday and told 
him ab'">ut y0ur arriYal o He has invited yrm and ffi':l .:''">r lunch on 
!•hnda y, Narch 18. I to 0k the liberty '">f accepting 0n ~nur behalf. 
The lunch •rill be at the ObeMi at 1.,1.5 Damo 

I encl0se your pass f0r tne Vigyan 3havan., 

0rward to seeing y11u S'J'">n. 

Sincerely yours , 

Arthur Karasz 

Hr, Irving S o Friedman 
~he Ec0nomic Advis0r to the President 
c/0 Ashoka H0tel 
New Delhi 





'SSTW<li ~r~~ fQ"if'l~:g 
ASHOKA HOTELS LIMITED 

MESSAGE FORM 

To ............... ~··········· ...... .. .......... .. ... . 

Room No ... .............. . ..... . 

Details of Message :­.,..--... 

1- ,. J 
(' 

Message Booked By :. 

Signature 

., 

Date .. .... ......... . 

rrime . .. ... . ...... ~ -

Signature 

-..- ' 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

Hro .i''riedr1an : 

INTERNATIONAL FINANCE 
CORPORATION 

Received fr,m Hr . Gilmartin ' s 

secretar?• 

Jeannette 'f'i.s·wri k 
March 19 , l%8 



FORM No. 80 INTERNATIONAL BANK FOR 
(10-57) RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE CORPORATION 

PHONE CALLS AND VISITS 

To Date "1,.rcL ~ ( --
p~ ,_ . _- r1.ed~·1a:: Hour 

DYou were D You were LJ Urgent 
called visited 

By 

Of the 

Phone I Ext. 

L_j Call Party 
r==J Returned 

Your Call 

L_jWill Call Again D Requests 
Appointment 

Remarks 
?ro :P. s s, T ,.;. 

) )··F '1CY c.~ ,; 1-Jc'D.edabad Co 

is av•v-, .. 
d-b 1 ~ l.~:. -:.cnifLt. ·:e r.as a roor. 
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B. R. Shenoy 
PHONE : 78285 

DIRECTOR 
UNIVERSITY SCHOOL OF SOCI.t.L SCIENCES 

& GUJ.t.RAT UNIVERSITY 

PROFESSOR OF ECONOMICS AHMED.t.BAD • 9 

28 February 1968 

My dear Irving Friedman, 

I am scheduled to be in New Delhi on 5 March; and again on 
7 March on my return journey from Aligarh. I have reserved a room 
at Ashoka Hotel for both these days. 

2. I arrive in New Delhi on 5 March by plane from Ahmedabad, 
which reaches Delhi at 10.40 a.m. I should very much like to have 
a meal with you, either on 5 March or on 7 March, depending on your 
convenience. I shall appreciate it if you could leave a note for me 
at the Reception, to await my arrival, indicating whether dinner on 
5 March or 7 March would suit you. Lunch on 5 March or lunch on 
7 March would be alternatives. But there is a risk of plane and 
train delays preventing me from reaching the Hotel sufHciently 
before lunch time. 

3. I enclose clipping of an article by me on "Multiple Economic 
Ailments: Three Overdue Reformst\ published in THE TIMES OF INDIA, 
dated 27 February 1968. This is my usual pre-Budget article. I have 
reviewed in it the major economic ailments which have been harass­
ing the Indian economy for quite sometime; and have incicated the 
overdue measures of reform in so far as these reforms relate to the 
Union Budget. Briefly, I have indicated the necessity for zero defi­
cit financing, drastic cuts in revenues and a phased prqgramme of 
denationalization of public sector undertakings. 

4. I have exemined these issues in fuller detail in a series of 
articles published elsewhere. I hope to be able to mail to your 
address in Washington a reprint of these articles in the form of a 
booklet entitled INDIAN ECONOMIC CRISES: A PROGRAMl£ OF REFORM 

Looking forward to meeting you, 

Mr.Irving S.Friedman 
Economic Adviser to the 
President 

Yours sincerely, 
' 

(B.R.SHENOY) 

INTERNATIONAL BANK FOR RECONSTRUCTION & DEVELOPMENT 
Camp: 7 Sardar Patel Marg 
NEW 'DELHI .. ll 

Encl: 1 



THE TIMES OF INDIA, Ahmedabad 
27 February 1968, p.S 

MULTIPLE ECONOMIC 
AILMENTS 

Three overdue reforms 
By B. R. SHENOY 

THE Indian economy bas been 
for long harassed by many 

inter-related ailments of two broad 
categories, economic and socio-eco­
nomic. The economic ailments in­
clude unendina budget deficits and 
price inflation, stagnant exports, 
balance of payments difficulties, clo­
sures of production units, fantastic 
interest rates with the capital mar­
ket in a state of near-paralysis, and 
a virtual pause in fresh investment 
activity. 

The socio-economic ailmentll in­
clude, rising unemployment, grow­
ing mass indigence, which has 
rapidly spread to the entwhile 
prosperous salaried middle classes, 
increasing social and political ten­
sions and, on top of it all, unfore­
seen and unmerited abundance to 
.. privileged minority, the numbers 
ot 'Yhom have grown considerably 
and v.-hose affluence strikes the eye 
all arm•nd us, much more in the 
urban ll'eas than in the semi-urban 
and rura.I areas. 

Bad monsoons 
It is m.ost dangerous to blame all 

this, as the Government has been 
doing, lm two bad monsoons, on 
four we~ks of the Chinese attack 
on our fn~ntiers, in October-Novem­
ber 1962, aud on three weeks of the 
Indo-Pakistaui war, in September 
1965. This ;,nay suggest that there 
is nothing basically wrong with the 
economy. The roots of the maladies 
go deeper than, and date well be­
yond, thestt misfortunes, though 
they · have,, dl,)ubtless, added to our 
difficultiesl 

Mo'lt of the ailments listed above 
have their roots in official olicies 
of the past U years and, therefore, 
in the Union budget, the prime in­
strument for the implementa i on of 
these policies. The link between 
budget deficits and price acceleration 
is direct and obvious. As budget 
deficits are covered by printed 
money, they add to the flow of 
money incomes and the supply of 
goods remaining unchanged, prices 
rise. 

Deficit financing 
It is easy to see that the stagna­

tion of our exports and the conse· 
quent balance of payments difficul­
ties are also outcomes of deficit 
financing. Money incomes, repre­
senting inflationary finance, flow 
into the market and appropriate for 
domestic use a laraet part of the 
national produet than would have 
been the case if inflationary futance 
had not taken place. In 1966-67, 
for instance, ihe enhanced domestic 
use of the rational product amo11nt­
ed to Rs. 274 crores, the budget 
deficit of the year. Suth drafts on 
the national product by the home 
markets necess:j.l'ily reduce the qu­
antum of goods available for ex­
port. It follows that, so long as in­
flationary finance continued, the di­
version of exports for home use 
will continue, too, and our balance 
of panyments difficulties will persist. 

The last two economic ailments 
relate to saving. The budget im­
pinges on saving via both the reve­
nue and capital parts of it. Savings 
being the difference between income 
and consumption, if consumption 
rises faster than income, the rate of 
saving would decline. The term 
"consumption" here applies to con­
sumption bv the State as well. The 
consumption expenditures of the 
State debited to the revenue bud­
get, rose from Rs. 919 crores in 
1954-55 to Rs. 3.980 crores in 1965-
66, or a jump cl 4. 3 times. During 
the same period. national income 
rose 2. 2 times. The faster increase 
in consumption expenditures meant 
a commensurate debit on national 
savings, 

The capital budgets have been 
eroding savings indirectly. Though 
this takes us to a phenomenon. 
which some may not like to dis­
cuss in public, to ignore it is to 
miss a factor of some significance 
in the Indian economv. It is widely 
believed that when Rs. tOO crores 
is accounted to have been invested 
in public sector undertakings, what, 

in fact, goes into these undertakinga 
may be never R.s. 100 crores dep­
ending on the projects concerned 
and the circumstances, actual in­
vestments may vary from Rs. 60-80 
crore1. 

The difference is distributed 
among aeveral parties aa "kick~ 
back" payments. Thus, though n&ool 
tiona! accounts will show that Rs1 
100 crores of savings have been 
"invested," savings up to an order 
of Rs. 40 crorea become concealed 
private incomea. The largest bulk 
of the latter would be consumed, 
though a part may be saved. It fol. 
lows that, looking to the end posi~ 
tion, actual aavings are less than 
that stated in the statistics of aav~ 
ings. Thia aspect of the matter baa 
assumed quantitative significance 
with the ateep Tise in public sector 
investments from Rs. 1 ,960 crores 
in the Pint Plan to Rs. 8,630 crorea 
in the third. 

The reaulting damage to aavinp 
is evident in the decline in the rate 
of saving from 10.3 per cent. in 
1965-66 to 8.2 per cent. in 1966-67 
and to 6.4 per cent. in 1967-68. 
The quantum of national savings 
shrank, during the same periol:l, 
from Rs. 2,170 crores in 1965-66 to 
Rs. 1 ,980 trores in 1966-67 and to 
Rs. 1,700 trores in 1967-68. H the 
water of inflationary finance n 
squeezed out of these statistics and 
due adjustments could be made for 
the conversion of savings into con­
cealed private incomes, in the 
manner indicated above, the de­
cline in savings may be even more 
distressil1g than these figures sug­
gest. 

Unearned windfalls 
This decline ·in savings seems to 

provide the central explanation 
for the scarcity of capital, the 
decay of the CRpital market, the 
stagnation of fresh investment 
activity and the increase in un­
employment. There is little hope 
of remedying the economic reces­
sion without a stepping up of 
savings. And savings are not likely 
to increase without three essential 
measures of budget reform: balan­
cing the budget, drastic cuts in 
revenue expenditures and a phased 
progra=e of denationalisation of 
public sector undertakings. 

A resort to deficit financing will 
be disastrous. It will add to the 
diversion of potential exports for 
home use, further depress exporta 
and accentuate balance of pay­
ments difficulties. It may be no lesa 
disastrous to attempt to balance 
the budget by increased taxation. 
By further eroding savings, this 
may strengthen the recession. 

The socio-economic ailments are 
the end results of the economic 
ailments. The increase in unem­
ployment is linked up with the 
closure of production units and 
with the slowing down of fresh 
investments, both being related to 
the decline in savings. The afflu­
ence of the few in the context 
more stinting by the masses is the 
outcome of income shifts from 
the masses to the upper-income 
groups: the combined result of 
price acceleration, the unmerited 
and unearned windfalls, which ac­
crue to the recipients of import 
licences, and the monopoly gains, 
which attend economic controls. In 
the aggregate, these income shifts 
may be of the order of Rs. 750 
crcres annually, the largest bulk 
representing windfalls from import 
licences. 

Rising price~:. 
These income shifts constitute 

'the biggest single problem con­
fronting us today. Against a back­
!!round of semi-stagnant per capita 
income, they add to family budget 
pressures on a wide front and, un­
less corrective measures are adopted 
soon enough, they may, before 
long, assume explosive dimensions. 
These family budget pressures are, 
doubtless, a prime driving force 
behind Naxalbari , "gheraos", 
"bandhs" and "dharnas" and sucb 
other manifestations of tensions, 
now stalking the land. 

Of the three measures of budge­
tary reform cited above, zero in­
flation has received official accep­
tance, though still only on the 
plane of ideas. During the 
past three years every budget 
speech has urged t~e impor~ance of 
"eliminating" deficit financmg. But 
performance has contrasted with 
precepts. During the past three 
years we have had heavy 
budget deficits and prices have 
risen at over 15 per cent. per year, 
a near-record rate in the recent 
history of price inflation in India. 
Available evidence suggests that 
the budget deficit in the current 
year may be even higher than the 
a"ctal!e of the past three years . 

I 



WANTED 

INTERNAL AUDITOR 
All Engineering Industry in Bombay requires an INTER­
NAL AUDITOR with Degree ia CommercejLaw and 
experience in Accounts & Internal Auditi~~~t weD-versed 
in Income-tax & Sales Tax matters, quick in calculation, 
with good handwriting, knowing Gujarati, working in 
Chartered Accountants' firm andjor Income Tu Otlice. 

Apply in own handwriting with detaill of Educa­
tional Qualificatio111, Experience, PenoMI Data, Age, 
Rea10111 for Lea'ring Prior Service, Refennc:e~, releftnt 
Certificates and Testimoniak, Minimont Saluy upected 
& Guaranteed Period of Service, to Box 25317, "'l'he 
Times of India," Bombay 1. 

SARABHAI MERCK L .l . 
require 

LES REPRESENTATIVE 
plications are invited for the pc»t of a Sa~&;~ Repre-

entatin for Sarabhai Merck'1 Laboratory Chemicall aad 
Fine Chemicals for the State of Maham~htra with Head­
quarters at BombayiPoonaiNagpur. The candidatt must 
be at least B.Sc. with 2 to 3 years' experience in Sales andl 
or in Analytical work. Appropriate llllary wonld be 
offered in the grade of Rs. 200-4611- (consolidated) plus 
!!ala incentive bonus as per rules of the Company from 
time to time. Apply within 10 days stating age, qualifica­
tiolll, experience etc. to: Sarabhai Mel'ck Limited. P.O. 
Box No. 80, Baroda. 

WANTED 
for a Cbemical Factory in Thana: 

Air Conditioning Mechanic. 
In the advertisement which appeared in the issue of 3rd 
February. through an error the qualifications required for 
the above post were wrongly given. 
This should read : Air Conditioning Mechanic : a main­
tenance mechanic with 5 years' experience in overhauling 
and repairs of air conditioners, water chilling plants, refri­
geration plants etc. 

The Personnel Division. 
Post Bag 10, Thana. 

CALICO CHEMICALS & 

PLASTICS DIVISION 
Anik-Chembur, Bombay 74 AS 

require 

ELECTRICAL & MECHANICAL ENGINEERS 
Degree or Diploma holders in Efectrical and Mechanical 
Engi?eering with 213 years' experience in maintenance, 
er~hon and designing of utilities etc. Fresh Degree or 
Dtploma holders with good academic careers may also 
t%~. to the Personnel Department, quoting Ref. No. 

REQUIRED 

REGIONAL SALESMEN OF HIGH CALIBRE 
l;>Y a reputed PISTON manufacturing Concern 

Exp~nence: 5 years in ~~11:~~ ~ .. t...,""~hHoolc;,;t~t:""o· 
Engme Spares. 
Age : 30/40 years. 
Job requirements: Exceiier 
leadership & willing to tra' 
Apply in confidence statin! 
salaries drawn & expected 
India", Bombay-1. 

wAr 
Wanted (1) Trainee Assista 
B.Sc. Training period will I 
years for Inter Science. Dm 

I 
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c/t'l Ash.,b Hlltel, New Delhi, India 

March 20, 1968 

Dear Dicks 

Vf!rY little happened in the PlEJ'lacy last week. In :-eality, the 
,nly event I can report is the electi,n .,f the newly independent 
state r,f Mauritius as a lllallber of UNCTAD. Thus due 1n this i.Jnportant 
event the unn will beC')me ar,metlling like 87 • 

The sme Plenary heard exhr,rtati,.,ns fr?ra Udink (the Dutch Minister 
f.,r EC')nr,Mi.c Development) as well as father Riedmatten, tm rcpresmtative 
,.,f the H.,ly See . 

Their wall inteooed exh,.,rtati'>ns have n'>t ,et had success . The 
c.,nrerence is deadl"'cked. As I l'tlall repr:trt in r.nre detail in a separate 
letter, all the re lly basic pl"lblems .,n C~ditiea am ?references 
had t.., be referred t., the 11auumit gl"'up" which, in the meantime, 
devel"lped into allf')ther ma .oth institution: at its aeeting yesterday, 
there were well .,ver 50 pe.,ple attending. Such huge aembership in 
each c.,m.!Jlittee males substantive discuasions even m.,re difficult, if 
nr,t impt)ssible. 

The-e is C'»nstant talk ab"lU.t i.ntpendinq ch.-nges in the directi'ln 
r,f UNCTAD: tlwt Prebisch will resign this year and his success~ will 
oe designated by the General Assembly. A numb~r '>f p8")ple think that 
K.a. Lsll ,.,f India is a candidate .f))r the j.,b . He certainly has d.,ne 
his best, in the c,urse 'lf this Cr,nference, tn be kept in t.he limelight 
and tiler!! was 'lften .,pen fricti..,n between Prebisch am Lall rm the 
.,ne hand, and Stan.,vnik and tall nn the ,.,ther. All three are unhappy 
be~use .,f the Brazilian a'ttitude in this c.,nferenoa: the latter c~ntinue 
to Ullk ao.,ut the failure and W'luld like to bll·o/8 the C,nference suspended. 

All these are just I"WWY)Ura. When r,ne meets Prebisch, he certainly 
d'les n'lt give the iClpreasitln ~! a IGBn preparing ttl retire . 

Mr. Richa n:i H. Demuth 
Director, Devel.,paEnt Services Depart nt 
International Bank f,r 

rl.econstructii'Jll and Dewl.,pment 
Washin~ n, D.c. ... ; ... 
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Disagreement also exists in the ce~mp "f the developed c'>untri ·~s. 
r nee gnes it al.,na in (JSt f'lf the q stirms. ( n in Gr"up B 
negt)tiati~ns 1')0 supple entary finance c up the Fr ch delegate 
Stan:i Up 8 00 leaves the I'Of')M) • So S ller C'lUDtriea like th 
Scandinavians 5nd he Netherlands Wluld pr ... fer to take liberal attitudes 
in a number ot qUIIIstions relating t.., aid am therefore di agree with th.e 
big donors, e any, Italy, J pan and the u.s., am in JIOst "f the 
que tillns, alSf') the U.K. Thus, within ' roup B, we can discem at 
l&Qst three dif.f'erent attitudes and tbia c»es n'lt contribut t.., rds 
making the inter-group regotiati..,na Mre ffect.ive . 

So far as the .fUture pr..,gramme '»f he C'lnference i concerned, 
the el '"ti,ns f bership ,f the Trad and Devel" mt B,ard will 
pMbably take place this week. (One 'lf the n bers 'lf the l:nard 
'lii.ll oe the representative r.t Guate la, Sen..,r nrique L"J)ez Herrarte) . 
It is n'lt yet certain whether the ne TDB will h..,ld its first meetin 

:11ediatel.y af't.er lliCT.AD n, in Delhi or, later, in Geneva. Tn..oetre is 
als'l t&lk ab,ut an-,ther meetin .,f the n here in New Delhi l)f the 
Algiers Charter type. If thi"f ctually takes place, its purp.,se Uld 
be to w~k l'lUt a ttDelhi Declarati"n" of the lass devel1pec w.,rld. 

Sincerely y..,urs, 

Arthur Karasz 

ccz Mr. Sanna 
Mro de Fo:>ntenay 
tfr • Wis ha r1i 
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cl~ Ashoka lhtel., New Delhi, India 

Letter Nn . 8S rch 20, 1968 

In my lett.ers Nos. 48 nd 54, I r p,rted s di ft re .,luti-m 
..,n the extensifln ') f the ..,perationB ,f the 'lrld nk. 

The dev l,ped C'luntri.es are unhappy with the dr ft ana requ'3sted 
th.a Ger n delegati,u t" prepare a cnunter-pt·'lposal c'lntainin·- the 
foll ~ing id s: 

l'h Conference: 

1) Expresses appreciJI.ti'ln of lalill 1 s v,rl< which has Cl')ntributed 
Sl') much t.., t.1.e W"'lrk nf e~n();rlc devel'lp:nent.. 

2) N'ltas that .i:Btill has always adjusted its activiti s t.., th.9 
n,.eds 'lf tre les -devel'>ped W'lrld. 

3) Enc'lun~ges t."le g..,ver nts t'l c,.,ntinue their pp,rt 'lf 
the lnr~ 'lf th"! ·.nrld .Bank family. 

h) ;.ec nends t"l Me::~oer g,.,vemm-:n ta t.Cl advise their 
representatives t'l c..,nsic' er the f,.,ll'lwi ·~ questil')ns in 
~rder t., render the services "f the IdR.D gMup as efficient 
as p sible: 

(a) that the 3ank sh,.,uld d'3V'lte es large s p.,ssible a psrt 
,f i t'3 res,urces f.,r assistance t, LDC' a, but paying due 
r3 rd t., the tl!ed ,.,f maintainin souni banking stm-.:iards; 

(b) tb?.t the 3ank sh,.,uld c,.,nsider, t,., "'"he extent c"ltlpatible with 
:\.ts pl1rp,se am character as a nkiru- instituti'ln,t'> adju&t 
the terms '>f its lending t!') the circu tarcea '>f ths LDC'a 
c~nc rned. 

t'.r. .Rtah rd · • ;) th 
Director• Je lo nt Services Deparilaent 
Int~ tional Sank for 

rleC'\nstructi.on and Davel,pment 
W.ahinetnn, D.c. . .. / ... 
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5) (c} th.at the !ianlc uld continue, in appropriate ca es, 
to extend l~ns f progr.a a n~ only f~r p1~jects; 

(d) thllt the Bank sh,uld inc ass it ,per ti.,ns in 
rur 1 and urban de 1, ents, in ed ation, agricultu 
nd e~n inte ratio ; 

(e) t t the dank sh·>uld incre :Je its J'lint 'lpcra t"i!>ns with 
regi'lnBl dovelo nt oanks; 

( r) t t the Bank sh,uld extend it co'>rdir -cing services 
wi h re ard t, particul r c,unt ries \ eaning cYmsult11tive 

u and C"lrtS..,rt ) ; and 

(g) th t IDA ~m,uld iv rticular tt nti'm t'l the 1 ast 
d vel'lped & ng the dev o ing ti •· 

lith ":><!st wi he:s, 

Arthur t.fiirasz 

cc: Mr. Sarm• 
Mr. de F',ntonay 
llro ishart 



c/~ Ashoka H,:,el, Xtew Dalhi, Itxii.a 

Lotter .LtOe 67 

Dear Dick: 

da.rch 20, 19o8 

In this ht t~t<, :t ,..,.,uld like t" -c.ry t.., dascri"'Je h ein 
substantive dave1:•lprl!ents in tha course '\f the lest week. 

Th~re were n,.,t m.a .i1J "l .:' th~'11; ~s y'liJ can imagine, the I.nnd,n 
:;>.,ld rush was n'lt axacUy f<nnursole !'.,r ths takin;; "Jf ubstantive 
deci.3i,ns in the fiEUd "lf trE~de and aid. 

St')l'De very limited p.r,gress might !Jive b~en de on the subject 
,f ?references. The '11'1est rled agreed t"l il ~neral system 'lf P-refere~JCes 
be.f'lra tht:; C,...nference. rhwev*'r, they are n,t, in a f)lJSiti,n t(l go QUOh 
be;r,.,nd tr..at 'rith..,ut. furtht-r ~g..,t1atirms betweitn th.er.aselves, and tn 1 
are de.tinitely rYlt willing to meet th-e maey der.tands 'lf the developing 
Ct)Untri es • 

On c.,m!!lfldi ties 1 Cana de a rxl the US put f"l rw rr! a draft re&"-lut i'lll on the 
liberallzati.'ln ,.,f trade, with an act.i.,n ,tr"tgramme including standstUl 
?n tariff .,r Mn-ta:c-iff Q.arriers, rafrainirw fl""'m the intMduotion ,f 
new fi.sul chergeu, and on r:;prket-sharing. 

'l'hent is lilW' tslk eb.-.ut a new IJS draft ..,n prioin~ p'llicy. 

UnliKe 19o4, wnen C'Ama:d.ttee .I..U '-'D .t<intlncing was t.b.a mQSt active 
and successt\11.1 this ti!ae no result ha·re yet be~ adli9Voo axxi the 
di!'ficu.ltJ..es, pr~>bably ala? due t, t,ne events in the dastern m?Mtaey 

rketa, see!'l t,., oo .;r .at. 

As r~p.,rted 1.n pra~.'"lUs let.ta::·s, thero er-e a cert.al.n nwuber 'lf 
draft res.,.lut.i.,M I'IUb!l.:ttt.OO by tha t'W"\ 'l"'ups but their e.,ns,lidat.i,n 
is far fMm being achi r;vsd. They were given to "mini-cnntact gf"')Ups 11 

V.r • . :ichar- . h .. De11Ut.h. 
Direotnr, !)evel..,.p"~tont Servic~s Depart. ent 
International Bank for 

:::iKJO')nstruoti,n aai Devel•lpment. 
Washingwn, D.c. ... / ... 



the latest achiev ent t1f this Ctlnference . One ,f the mini-c,ntact 
~r.,ups, consisting fJf Jo Saxe (US), Koinzer (G rm.an;r) and Jayawardena 
(Cey:l,n), w'>rked '>ut a c?mpro se f,rmula 'm Supple ntsry inance. 
The text 1s n'lW being dis cuss d by the other · btU" a f)f Group a on 
the e hand, and the 77 'lll the 'lther. As · tooa7, It progress has 
been made ,n the text. One ,f the articles of tb.e dra1't 'lf the ini• 
c,ntact gMUp talks ab'lut the J,gency and state that "Suppl entar;r 
F'inancing ie tn be adJlinistered oy an Ag ncy within the f)J"ld Bank falllily." 
'l'his is mt a n idea, it appeara in the ,riginal U CTA I rese>lutif)U 
on Suppl. :nentary • nancing and als"' in t report ?f CTAD II by the 
Intergt>vem en tal roup. ~-avertheless 1 I wa t.ed t., ke ._.,ur P"ait i,n 
clear, nd at a lunche,n party t>ffered oy Dr. Prebisch I draw the 
attentie>n ,f b'lth Prebisch and J., Saxe t.., the fact that the Bank 
delegati.,n d'les n,t have auth,rity t., discus the Sank's role in the 
Agency. It will be up t., t.he rd '"i: the Bank tn ke decisi,n 
in the matter. • Friedman wh, was present at the lunche!')n explained 
the s me idea . Latar, I had the "Ptnrtunity: o1· infnrming Ktlinzer 
ale, t>n the ab'lVP. 

other matters in c, lilittee Three are 'm ter arxi V'\lwae ,..f aid 
but with very little h,pe f'lr any substantive il'IIP~ ent as c • pared 
t, tbe paat. The re~dati'm!l 'lf the L.DC's <nnceming the r rganization 
.,f the Bank and the Fund (C'lmpensat,ry finaming and new ra'lnetar-.t systEm) 
have still t, be discussed. 

I sr,rry I cann.,t ?-ve V"'U a nnre ,pti stic report ab,..ut thi 
C,nference, but this is mw I see the s1 tuati,n tn the best ..,f y lm'lwledl7e. 
It is a pity that Sfl much time and e, ch eff'lrt d t'l be spe!lt fc,r 
ao lit tJ.e achievement. I am di)Uotful whethor we can still h'lpe for a 
Miracle in the C'lurse 'Jf the last six d ya. 

'ith bast regards, 

uincerely Y'lUrs, 

Arthur Karass 

AK/jlw ccz Mr. Sarma 
!fro de Fontenay 
Mr. Wishart 



HEA DQUARTERS : 

WASHINGTON D. C . 20433 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
CABLE ADD RESS· INTBAFRAD 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
CABLE ADDRESS- IN DEVAS 

EUROPEAN OFFICE: 

4 1 AVENUE D'IENA 

PARIS (JSE} -FRANCE 

TELEPHO N E: KLEBER 25- 10 

March 14, 1968 

Dear Mr. Friedman, 

l elcome! e are at Claridges otel - Phone 619411. 
Sarma is in Koom 209 and Jalan, Room 240. 

Friday, t he uay you are arr1v1ng, is a holiday on 
account of the Ho1i festival. rl'he Gonf erence is also 
closed and there are no meetings. e are also told 
that on account of the festival, there will be no traffic 
on the road until the afternoon. However, we will come 
and see you as soon as traffic conditions permit. e wi 1 
ring you up and fix the time. 

In the meantime, we are leaving a file of some 
Conference Papers on supplementary Finance. It includes 
t o resolutions presented by Group 'B' and the Group of 
77 to the Contact Group of lihe '1'hird Com i ttee. The 
Contact Group began discussing these resolutions today but 
no c bmise has been worked out yet. These are likely 
to be taken up again on Saturaay or Sunday when the 
Contact Group meets again. In the file there is also a 
copy of Prebisch's speecn made before plenary a couple of 
days ago, when he took stock of the progress made in 
various Committees. Pages 3 to 5 deal with Supplementary 
:f'inance. 

Regards, 

Sincerely, 
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1. Tho C . .mforonc o c.er oos on t1'2o urgency of tho need t o institute :::. 

Schone f or providing SU}Jplonentr.ry fin:-.ncinp; t o developi ng countrie s which 

h···vo suffere d shortf :::~ls fran r or.s onF-.blo OX'/eCtC'.ti on i n t heir CJ..;?ort 

procoocls of ~. n-"'.ture uhich 1:1<."'..~· di sru!Jt t l' cir dcvol ol.Jnont pl · 11 . Tho 
(1 -~'f'L 

/ Scl ~ono sh,mld be entrusted to r11 . .'\.gency vrithi n t ho VJ orld R, fr~ ework. 

2. It is ossoi"tic.l th' ·t the Schouo should on tho b o.sis of '')proprintc 

critori."' 9 r ovido r oc..sonc..blo nssur ·nco ''-S:;i nst disrupt i on of dovolo;:Jnont 

p l n th~.t ni ght r esult frou such ox_:?ort s~ .. ortf: lls t o t l: o extent t h o.t 

t hey c ~nnot bo not b:,- short-torn bo.l onco of pr-;:rnents support. 

3. Tb.e Conferenc e; ox_:?ressos 'l111recio.tion of t h o ro)ort ~Jrop ~.rod 

b:t t ho st;·ff of t ho I BRD · ncl of tho report of t ho IGG - nd note 

tho r:1. ·jority of tho l:1cmb ors of tho I ntcr-gov or nnont :·l Group boliovo 

t h.:,t, P.lthou~h ,n. nunbcr of questions - s oDe of t hen i D} orto..nt - require 

further consiclerc.ti ,..inJ t ho objective set ,Jut in Po.rt l' .. of Rocom1cndo.tion 

~~.IV.18 c :-11. be -~ chiovod by :-:. Schone with t ho osscntL-~ ch· r -ct oristics 

of tho Br·nk: St:'.ff Schone . 

Tho ro~Jort of tho Bn 1k :·.ncl t ho I ;1t or-e ovornr.wntnl Group h· ·.ve 

defined tho issuoj involved t:l.nc~ cl::.rifiod r~.ny of thou. Tho Confer ence 

q;roos th::t f urther work is r equired t o r e s olve sone outsto.nding i s sues. 

Tho Confor enc s:; ·lso c..e,r ees t llnt t hi s further work should be rrui c~od by t ho 

f ollmri.ns c1~~j\{c£~~ns :-
(i) Tho "-eoncy c..drrini st erin:-. t ho Scllouc ::-...."lcl t he country s buuldJ 

l ~: \ 
whore in t heir joint jud~Tlent f. i s f e,: sible, : e;reo .., t t ho boBinning of 

onch pl r11 ~Jcriod on t~ 1o l ev el of exports t l1P t nay b e r oc.sonr·.bly expe cted 

during t h t ~1eriod, on t ho b nsi n of OX!Jort l):;.~ ojo ction e.nd i nf orned 

t-
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judgnon~ n uhich tho scope of tho ple.n is bo.sod, 

(ii) ~~ shortfcll fron tho pro-,,·.grocd level of exports as 

osto.blishod under (i) r.bovc sh0uld f vrn tho bc..sis of ~!. 2rif~ill f,.::.,q}.J"d 

clo..in t o supDloncmt··-r--:r fin: ' llCi:. l ;···.ssistc~ncc unc1or tho SchoLle . 
·· 1t , ~" ~ r ,/ 

(iii) I'Tlfc polic;;r unclor ~nnding botwcon tho country o.nd tho 
,./ 

V .:~cncy relatinG to the plun,sh:;ulc_1 in no ce~so iDvolvo coYT.·.i tnon~ 

which would infringe tho sovcroicnty of -~ny ncnbur couiltr:"' P.s 

defined b:.r th: ·.t country. 

(iv) Thoro should bo J:)rovision for tho uso of other r'v.s.ilo.blo 

resources in r·. prudent noc:.stu•o b;;; countries "'p)lying f or su):~)lonontnry 

fin · nci~ .1 £tssist.-::.nco undor t J. :.o Scho~~1o . 

( v) Thoro s h ::.;uld be :: .. cloc.trly lin.i ted fin hci -,1 coLrdi tnont 

by ck~nor countries t o c. fixed D~1d ndequo..to c.nount , such ;::.nount to 

be o..dc1itiono.l to tho..t "Ylhich don<J.i, countries o.ro now 1;r ovidine:; bz.r wn~.,. 

of dovolo)nont fin ···.nco. Tllo Oonfcronco is s · isficd thu..t c. worko.blc 
_.J 

schonc of Su~;)lOI.lcntc.r:~ Finc.ncing could pc sot UI J on tho bo.sis of 
; 

f'~ fixed coEli"litnont of ~ .. soo t o 400 :)or r .nnuu for o.n initi:·l 5-yoElr 

pGri,x1 with ;.; suit<'.blo l;rovision for r2.tioning thoso resources, if 

nocccsory. 

(vi) 1'horo shotllc1 be C 1Jnpc.tibili t y botv10cn the Schon_; of 

Sup:~·1 lcnonta.ry Finc.ncing ~·nd tho COLIJ!OllSf'.t ury Fin~ .. ncins ... F : · ~cility 

on tho Intornc.tiono.l l·1onotnry Fw.1.d. 

4. vJithi.n tho ~)rinci:;los sot forth in ~)c.r ·-·gr ph 3 ::;.bovc, tho 

f ollowinr;·r,:;-inci-o : JJ issues ~ono.in to bo discussed:-... cj.J..j .. _) 
(i) Tho considor~;.tionfto be t ~kon int. ~_; c..ccount by tho Lgo11cy 

in 2.s;~ossing tho anount of o.ssist :>.nco of supploncnto.ry fino.ncic.l 
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nsr~istnnco on the b c.sis of OX.J_)ort shortf.:olls. 
L 

7 
( 

(ii) Tho sC OEi0 1 nc.turo CJ.1d_<~cc or't '·bility of tho undorstc:tnd.mg /' _.;-==:.:=:::::::::---
b ot>vocn t llc .. dni ni s tcrine .gnncy £md tho i ndividu al po.rticip:: .. nt 

countries on t~10ir O\ffi dov ol opucnt progrru."!l·.lcs cmcl t he policius t o 

be c.dopt oc1 i n or:::lor t o corry t hen out. 

(iii) Tl1o n 2.turo of tho ot her c.v - ilo..blc r onourcos t o b o c1ro.vm 

(iv) · .p:9ro~;rio..to f ornulnc f ur t he r c.tioni n:_ :Jf tho fi:::cocl 

fL1 nci · ·l c or.ui tnont clwisc.god in pc:To.grF· ph 3 ( v) o.bovu . 

( v) The no.turo of tho r ol :--.tionship botuoon Sup~'ll e::;1ontn.r7 G.!1cl 

5. I u cons i dering tho i osuos outlinod i n ~x·ro.sra.l)h 4 within tho 

~)rinci~)lo s sot out in lJ. r n.r...rraph 3 1 any possible nodifi c:-tion of tho 

World B::mlc ~t ,·.ff Sc>ono shoulL1 r ocdvo clu.:: o.ttontion vlith tho .~.ir.l of 

working out t ho nost off octivc L!~;;JC.suros :1ossiblo . 

6 . Tl:.o Confer enc e doci c1os -

(i) t o c ont inuo i n uxistonco t ho Intcr-govcr rmont ·1 Gr oup f or 

t ho .mr , •O GC <) f ·Horking out o. Sc~1ono f or SuppL:nonto.ry Fin;-'ncinc. o.lone 

tho linos onviso.gc.l in p· r gr.-,.phs 1 t o 5 ::.bovo; 

(ii) t o o.un or i sc t l10 I ntor-c:;ov or ru :,mt ·1 Grcu~) t o nc~:ctL:to 

.: .ncl c1oci c1o on t ho f oc.turcs of thu rx·.c~1inory f or Su. ,.·. l cn.:mtr.ry 

~ 
Fi no.nc.Lns incluL1i ng Dro..ft St.·.tuto [.md j_)r •J_los o.l s f or t ho fino.ncL1g •Jf 

I 
thc~t iX'.chinory in tine for it t o bo subl:~·uttocl t o tho 7th ao..::;ting of 

tho Tr:-:.do o.ncl Dcvolopnont Boc.rd . 

7. etc. ( C::clonck.r f nr the \Wrk of t ho Grou::; t o b8 f urther discus sed) 





New Delhi. 

I\·1 arch 21 , 1 9 6 8 . 

Dear Arthur , 

I have revised the attached possible brief address 
and have shown it to both Jo Saxe and Lal Jaywardena. 
(They asked to come to lunch together today and we had a 
long talk on where S~1 was going and where it might come 
out at this Conference.) They both thought the talk 
was worth making , stressing that Woods had said virtually 
nothing about Bank/IDA activities in his address. I 
expressed our concern but they felt that the language was 
cautious and non-controversial, but still would add some­
thing worthwhile to the Conference . 

Please read the attached. Does it meet your 
concerns? I am inclined to give it, if time permits , 
and it is clearly understood that I am being invited by 
the Chairman to make these remarks. I have an appoint­
ment with Morarji Desai at 5 and then return to the hote l. 
Would you ask Bimal to convey your reaction to me; in any 
case, I have promised to speak to Prebisch, but I would 
like your reaction first. 

Thanks , 



Mr. President, I am c9-a d to accept your kind invitation to make 

some brief remarks o Mro Ge-nge Woods , President 0f the l1orld Bank, 

had the h"mour an:i pl easure of presenting his views 'Jn the larger problems 

of devel,.,pment during the opening days of the Conf:!rence and I need 

not repeat what he said ., Instead, I th.-,ught it may be useful if I vrere 

to inf0rm you on s11:ne 0f 0ur activities which h2ve been the matter 0f 

discussi0n and interest in the delibe::-ations of various Com.rri.ttees at 

this Conferenceo 

... 'he :·hrld .:lank JMup is essentially an instrument created by 

Governments to serve the purp0ses 0f deffil,.,pment . T11wards this end, 

our activities take many formso One of these, and ii' I may say so , not 

the leas~ , is that .-,f raising devel0pment financeo The Bank itself 

raises devel ,pment finance by e;oing tr> the capital rr.e::rKats frnm time t11 

timeo F0r an0ther member 0f the grnup , na'llely, the IDA, 1,t.tich extends 

credits on conces2ional terms, we have to rely 11n direct contributions 

by the !'10re devel0ped member gnvernmentso Since I..DA is a s0urce of multi­

lateral credits 0n mncessional terrns , vle have felt that the replenishment 

of IDA res0urces p:;rindic2.lly at increasingly hi5her levels is ,f t.he 

utrY>s-c importance . The Bank representa-cive, l'll'.o Karasz, has already 

i!1farmed C0mmi ttea III of the de-Lails of the abreement 0n second replenish­

ment 0f IJA resources just concludedo ~he resources of IDA, after the 

necessary ::,--::>vemmental a pproval, '.oiill be replenished by 400 ra.illion d0llars 

annually ior three years . As distinguished represe.'1tatives here inuld 

recall, the first replenishmenT. was 250 milli'Jn d'"lllars a year; thus in the 

next peri od there will oe a substantial increase in t.he resources available 

to IDA, Happy as we are ao0ut this increase, as Hr. li00ds obser·1ed ab0ut 

0 0./ 0. 0 0 
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a f->rtnight ag-> in his keyn0te address t0 the lOth Anniversary of the 

:Jorld Conference of the Society for International Devel'1pment , 11 this 

is only a modest step, and it still leaves an urgent need f->r improvement 

in the bilateral programs themselves and for additional support to the 

multilateral pro6rams, in 9articular thr->ugh supplemental contributions 

A nBtter of concern to this C->nference, and to all of us , is the 

proolem faced by countries exp0rting primary pr'>ducts . The B,ard 0f 

uovernors r:>f the Bank adopted a i:tesolutir:>n at the 1967 Annual I1eeting 

in Rio de Janeir'> calling 0n the President '>f the Bank to have the Staff 

prepare a study on the problem of stabilization of prices of primary 

commodities , in consultation with the Fund'·Staff o A parallel res-:>lution 

was ad0pted for the Fundo The Study as you know relates tr:> the problem, 

its possible s0lutions and their economic feasibilityo 

The vnrk l')n this Study is mw in progress . We are approaching this 

Hithout any preconceived attitudes, and in an objective manner , with a 

vie1.v to analysing available facts so as to consider >.vha t we can possibly 

do within our area of competence o The scope 0f these studies would CI')Ver 

the nature and dimensions of the s0-called conLnodity problem, questions 

relating to buffer stock financing and diversification programs o Of course , 

at this stage, it is not p0ssible t'> anticipa-ce what the outcome nf these 

studies w0uld be , but our intention is to complete the Report, if p0ssible, 

early enough Sl') as to permit consideration by the Governors at the 1968 

Annual }feetings o :ie can all agree that the real solvent to such problems of 

developing countries is really economic devel0pment itself - a pr'"lcess to 

which the World Bank Group is fully com."Tlhtedo 

This brings me , Mr • President, to the co0perative links that obtain 

o • o/ o~o 
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between us in the f/0rld Bank Group and the UNCTAD. Y0u are aware 0f the 

studies that •..;re h:lve prepared at the request "f the UNC TAD on the H0rowitz 

proposal , suppli9rs' credits and Supplementary Financial Heasures , among 

'lthers . ~ofe have participated in va ri"us dis cuss ions within the UNCrAD 

forum on these and other subjects., One "f the important subjects before 

this Conference is surely that of Supple.11entary .. .-'i.nance. We , on our part , 

both in the pMposals we put f0rv1ard and in the discussil')ns that h:lve 

followed, have been guided by the fJbjectives set forth in the Resolution 

A~IV 18 of the First Conference and the reqlirements of a scheme which 

could be c0nsidered feasible and practical. '·ie h9 ve d0ne fJUr i::l9st, whenever 

invited, t0 explain and elaborate one feature or the 0ther of the Scheme 

in the intergovernmental grnup and elsewhereo It is quite possible that , 

as a result of these technical discussions , modifications and improvements 

nf the nriginal proposal will bs desirable . In any case , Mrc President, 

it is 0f course f'lr the governments now to take a vie'tv of the matter and 

co11e to decisions they consider appropriate G 

Finally, l1ro President, may I refer to the suggestion that Hr. ir/oods 

first made last October in an address to the S1v-edish 3ankers Association 

for a Grand Assize by a group of leading world experts in the field of 

devel">pment , to study and assess the prQblems of economic growth and 

development finance, so as to facilitate a re- f0rmulation of policy. 

During the past 20 years , we have acquired considerable experience in the 

field 0f devel">pment, and the time has c0me tn make a systematic analysis 

of 0ur successes and failures in this field so as to provide us with a 

better basis f0r the future o The gathering support for this pr0posal is 

most heartening and I believe that Mrb Wo-:>ds ' suggestion will soon bec0me 

a realityo 

Ooo/ooo 
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I am grateful tn you, Mr. President, for giving me this opportunity 

to share a few thoughts with those assembled here o Mr~ ~foods , and 

all of us in the World Bank Group, have been foll~~ing the proceedings 

of this Conference in these last few weeks with great interest . A 

successful 0utcome 0f the deliberations here is important to all of us 

in this field, and I wish you wello 

Thank you . 



Mr. Pre ident • I am glad to aocept your kind 

invitation to · e ome brief r arks . Mr . Georg oods , 

President of th orld B nk, had the honour and plea re 

of pre enting his Ttews on the larg r proble s of dev lop­

ment during the pening day of the Co f renoe and I ne d 

not repea hat he atd . Instead. I thought it ay b 

useful if I wer to info you on s of our activities 

which hav been the atter of discussion and int r t in 

the deliberation of v riou C ittee at ttd Conf r nee . 

The orld Bank Group is e entially an inst nt 

created by Governments to serve the purposes of d velop-

ent . o ards thi end, our activttte tak m y form • 

One of th se, and it I y say so, not the le st, is that 

of r ising develo ent finanee . Tb B itself raise 

develop ent finance by g i g to the capital rkets fr 

t1 e to ti . • ::"!»r notber me ber of the gr p namely the 

IDA, which xtends credit on ooncesstonal term , we h ~e 

to rely on direct contribution by the ore de•clop d 
~ 

me er Gover en s . Since IDA is a ouroe of ultilateral 

credits on cone sional te s 1 we have felt that th 

replenishment l IDA resources periodically t 1ncrea 1ngly 

higher levels ts of the ut o t i port nee . The B 

represen tatt ve 1 • Kar sz, h Ire dy informed c 1ttee III 

of the detail of the agreement on second r pleni ent of 

IDA resource just concluded . Th resource of IDA, 

(oonttn d • • 2) 
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after th n oeaeary govern ental approv 1 , will be replen­

ish d by 400 illton ollare annually for three year • A 

dietingui bed repre nt tiTe h re uld reo 11 , the first 

replent ent was 250 illion doll ra a year; thus in the 

next period there 111 be a substantial increase in tbe 

re our e av ilable to IDA. , Happy as_. e re about thi 

incre e, as r . Woods observed about a fortnight ago in 

his keynote addre to the 10th Anniver ary of the World 

Conference of tbe Society tor Internation 1 Develop ent , 

•tbt la only mode t tep, and it till leav an ur nt 

need for 1 prov · ent in the bilateral progr theaselTee 

and for additional support to the multilateral progr •• 

in partioul r through suppl ental contributions to IDA. " 

A matter t concer n to thi Conference, and to all 

ot us, is the probl m faced by countries xporttng pri ~ 

products . The B0 rd of Governors of the Bank adopted 

Re olutton at the 196'1 Annu 1 Meeting in Rio de Jane·iro 

callin on the Pr sident of th Bank to have the Staff 

prepare a study on the pr obl ot st biliz tion ot prices 

ot prim ry c od1ti s, in cons ltation with the F 4 

Staff . A par llel re olution s adopted tor the Fund . 

The Study as you kno relate to the problem, ita pos 1bl 

olutions and their econ ic fe sibility . 

The ork on this Study ts n in progress . e are 

approaching thi Without any prec ceived attitud , and 

in an objective anner, with a view to analysing available 

(continued • • 3) 
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taot o a to consider hat we can po sibly do within 

our a~ ot co p enc • The cope of b studie 

ould cover tbe nat re and di ensions of the o-called 

co odity pro lea, u tions relating to buff r took 

financing and diversification progr • Of course, at 

thi tage, tt ts not pos i le to ticip te ~hat tb 

outc of the e studies auld be, b t our intention 1 

to co pl te the eport, if possibl , rl y nougb so s 

to pe lt consider tio by t e Gover ors at he 1968 

Ann al e tiag • I would 11 to y, h ever, that 

the r al sol nt to uch proble ot de'9'elop1n countries 

is really economic dev lop ent t elf - a pr ce s to 

which t he World Bank Group i tully o 1 tt d . fhe 

exten~ to hich t e orld Bank Group can co tri ute to 

this process ould to gr at exte t depe d on the 

resources available to it . 

Th1 brings e, r . rest ent, to the cooperative 

links that obtain between us in t e Worl Bank Group and 

the UNCTAD . You are of the tudies that we have 

prepared t the re e t o~ th UNCT n t e Horo itz 

proposal, supplier or dt t d Suppl mentary tna~.cial 

Measure , 

di sen si on s 

ubjecta. 

ong other • e have participated tn variou 

ithln the UNCTAD Forum on tbe e ao other 

One of tbe i port nt subject before tbl 

Conference is surely that of SUppl ent ry F nance . W , 

on our part, both in tbe proposal p t to ard and in 

{continued •• 4) 
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the tscussion t t have follo ed, have b e guided by 

the objectt es set forth in the esolution A.I . 18 of 

the lrst Co ferene and the re uire ent ~f a s he e 

hicb could be considered f ible and practic • 

do belieYe th t the scbe propos d by tb B St ft 

eet the proble po d by the esolution. e hav 

done o r best, wheney r invited, to e 1 in an el orat 

one te ture the ot r·or the Sche i the inter-

govern ental group and el ew re .. I 1 s quite po 1 1 

that s a result of the e technic 1 d1 c ions, "odltica-

tiona and 1 prove nt of y rtglnal proposal ould be 

necessary. 

tbe Gover 

In any case, r . Preetd nt, it is no tor 

ents to take a view of the tter and co e to 

dect ions they consider appropriat • 

inally, Mr. President, ay I ref r to the usgestton 

tbat Hr. Wood tir t mad 1 t Octo er in an ddre t 

the SWedish Banker A oeiation for a Grand Assiz by 

group of le ding orld exp rts in th field of develo ent, 

to study an ass1 the proble a of eoo omic ~h and 

de lop ent fin oe, so to factltt te re-fo ul tion 

ot policy . Durlng th p st 20 years we b: y ga b: re 

considerabl'e experience 1n th field of dev lop ent, nd 

the ti e h s come to ak a sy tematic an lysis of our 

uece see and failures tn thi field o as to provide u 

tth a better b sis tor t e future . ~h g tbering support 

for this propo al ts oat hearte ing nd this Conference 

bas, ithout doubt, fUrthered this ide • 

(continued • • 5) 
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I grateful to you, r. Pre id nt, for giving e .. . 

this opportuni-ty to eh rtt a te t ought itb those 

s mbled her • r . oods, and all ot u 1n th orld 

Bank Group, have been toll ing the prooeedi g of tbi 

Cont renee 1D these la t tew w e s with gre t intere t . 

e are •are ot the probl s d difftoultte and e do 

arneatly hop that of Gover ents 

her would find solutions to at le at e e o• 

th a difficulties . A succee ful outcome of the 

dellberatt on h re 1 important "o all of us i tbia 

field• nd I wisb 11. 

•· Thank you J 



NeW' Delhi . 
' 

Moroh 21 , 1968 . 

Dear Arthur, 

I have revised the attached pos 1ble bri f address 
and have shown 1 t to both Jo Saxe and Lal Jaywardena. 
(They asced to come to lunch together today and we had a 
long talk on where S as going and here it 1ght come 
out at this Conter nee . ) hey both thought the tal 
was worth aktng, stressing that Woods had said virtually 
nothing about Banli/lDA activities in his address . 1 
expressed our concern but they felt that t t o language as 
cautious and non-eontro~ sial , but still ould add so e­
tbing orth bile to the Conference . 

Please read the attached . Does it eet your 
ooncerns? I inclined to ive it , it ti permits , 
and tt is clearly understood th t I being invited by 
the Chairman to make these re arks . I h v an appoint­
ment tth !orarji Desai at 5 and then return to the hotel . 
Would you ask Bimal to convey your reactio11 to me; in any 
case , I have I)romiscd to speak to Prebiscb , but I would 
like your reaction first . 

Thanks , 



ew lh1 . 
oh 21, 1968 . 

Dear Arthur, 

I ave revised the attached po aible bri t addr a 
and have own it to both Jo Sa and L 1 J rdena . 
(They asked to c e to 1 ncb together tod nd e had a 
long talk on here S as o1ng and ere it 1 h c e 
out at this Con terence. ) They both thought, t o alk 
was orth ma ing, stressing tllot oods h aid virt ally 
nothing about Bank/IDA activities in hie addres • I 
ex ressed our concern but they felt that the language was 
onutiou and non-oontrover tal, but still ould add s e­
tbing worthwhile to the t,;onferenoe. 

Please rend the att bed . Doe it et y r 
ooncer ? I inclined to ,ive it, if ti permits, 
and it is clearly understoo• tlat I eing invited by 
the Chairman to m k tbe e r arks . I n appoint-
ment wit torarji Desai at 5 and then eturn to the hotel . 

ould you a k Bi nl to convey your re ction to e; tn any 
ca , I have promised to &JJCak to Prebisob, but I would 
lilte your reaction first . 

'i'b n a, 
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INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

INTERNATIONAL FINANCE 
CORPORATION 

Statement by ur. Prebisch in Plenary 

on March 12 : he devoted a main part 

to Supplementary l''inance. 

(Also for 1nformation please, some , 
correspondence between Mr. Karasz and 

Mr. Demuth on this) 

lv p '~?'-~ 
N. A. Sarma 

March 14 
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c/, Ashflka Hotel, New Delhi, India 

Letter , . 71 

Dear Dick: 

Prebisch finally addressed the Plenary yesterday, March 12. This 
was the statement we bad beEn expecting since March 5. I enclose Sarma's 
mellll) on the main P"ints nf his speech. 

It was mt an optimistic speech. He started by pointing 'lUt that 
there might be a danger ,f failure "lf the entire Ctln.ference . He singled 
out a few areas where eff"lrts sh,u.ld be made to a rri ve at agreements bet ween 
the devel,ped am develt"')ping nations. They re in the field of 0'> tldities, 
Preferences, Financing Assistance and Supplementary Finance. He W"')uld 
like the Cllnferexx:e t., c,ncentlt'lte nn these issues as the first step 
t,.,wards fnrmulating a gl'>bal strategy ,.,f devel,.,pmant. 

Prebisch represents the interest ,f the LDC' a beca\lae this is his 
main j'lbe His criticism thereffll'e is liS inl.y directed towards the devel,ped 
nati'lns . Whether this meth'ld t"')f his really serves the interests ,.,!'the 
LDC's is n,.,t entirely pl"')ven. 

As rnentit)ned in Sarma's memo, speaki~ about Suppleglentary Finance, 
he JYlinted "lUt t.'lE> t the Bank scheme is glltld beginning but,. as he has 
done on previous 'lCcasions, he also mentioned s t'lll18 {>'lints with \.ffiich he 
dl)es n'lt agree entirely. One 'lf them is the automaticity '>f the scheme, 
annther is r~lated til national St)vereignty (pl')licy pad:age) . For the 
saka ..,f Ct')L'lpleteness, I might add that s e delegates with wh'>m I discussed 
Prebisch 1 s statement have the feeling that he is n,w f)re interested in 
tha C'>nference accepting a principle ~r Supplementary Financing in general 
even i.f it is n..,t within the Bank sche e . Acc'lrding to their nfltes, he 
said the foll(Ving on this subject: '-'I h~pe strongly that an agreement will 
be reached on the .main guidelines ,f Supplementary Finance. This need n,t 
necess&rily be based on the pl"')posals 'lf the Bank staff. " 

Mro Ricba rd Ho Demuth 
Director• Development Services Department 
Interns tiflnal Bank for 

Reconstructi.'ln am Dev l,pnent 
\~asbingtf)n• D. c. ... / ... 



The texts of Prebisch's statements are always edited before 
publication; therefore, I would like to ask y-')U to consider this only 
a temporary rec,rd until we receive the official text. 

In any case, Prebisch is in a sombre mood and he has every 
reason f<r that. 

AK/jlw 

Sincerely yours_, 

Arthur Karasz 

M ~ ./ 
cc: ro .:>arma 

1'1r, de Frmtenay 
JVtr" ,Jis ha r t 
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United Nations Conference on Trade and Development 

Second session 
,New Delhi, India 

_ .. ,. ... __ --~-----

Distr. 
GENERAL 

TD/79 
13 March 1968 

Original: ENGLISH 

Statement made by Dr. Raul Prebisch, Secretary-General of 
the United Nations Conference on Trade and Development, 

at the 66th plenary meeting of the Conference, 
on 1~ March 1968 

Thank you, W~ . President, for giving me the floor this afternoon. This 

morning, when I announced to you my intention to speak today, it was with a great 

and growing concern in relation to the evolution and the possible outcome of this 

Conference. 

Nearly four years have elapsed since the first session of the Conference. 

This Conference has been carefully prepared. The secretariat has produced all the 

doc~ents reqaested by Governments. Committees have been continuously working ·in 

Geneva and New York; Working Parties were set up on various matters. We had five 

sessions of the Board and at its last · session the Board agreed on a list of 11 points 

of crystallization" - to use the definition given by President Jolles - with respect 

to which ideas and possibilities had matured in such a way that it could be 

expected that this Conference would arrive at practical, concrete solutions. 

But very little has been done. Five weeks of consultations and debate have 

el?psed during this Conference and I am very sorry to say, Sir, that we cannot 

detect - except here and there - very positive results. This Conference is on the 

verge of failure. I do not hesitate to say so, but this failure can be avoided and 

should be avoided. We still have a few days. A few days during which we must show 

patience, energy, determination and also imagination in order to achieve proper 

solutions to the problems of'devcloping countries. At this Conference, there is no 

need, Mr . President, to further explain these problems or to advocate once again 

this ·or another formula. The fact that these are well known turns even more 

. serious the sombre prospects that I have mentioned if no significant measures are 

taken here and now. 
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' •. .o:.. 
-~- : . . _ 

TD/79 
page 2 ;; . . . 

• 

Moreover., I ·do not believe that in this Conference we could resort to the 

procedure of . the· .last Conference whereby, after a period of negotiations, and 
. ·. • ' . . : 

. ' 

faced with the impossibility of concrete agreements, rhetorical concessions were 

made which did not serve any practical purpose. Nor could we repeat the prqce.~r~ 

of Geneva of agreeing on a text and then adding a !!chapeaux" that destroys the 

purpose of that text. What we need is to arrive here at very concrete solutions 

orL the "points 'of .. c·rystallization". I am not selecting these points; these 
. ' . . 

points have been chosen by Governments at the fifth ses~ion of th~ Board. They 

were the subject of a general consensus that · President Jolles presented in a vivid 

way at tqe· coi?Clusio.P, _,of the session. 
. . 

l should _like, Sir, to review brief~y . what has been happe~ing at. this 

Conference with re~peqt .. to the "point~ ~f crystalli~ation11 _. I have .at hand the 

resum~ made by President Jolles. 

The first point is access to markets. The First Conference. a_pproved . a.. 
recommendation, included in the "chapea~11 , to elintinate all restrictions to the 

imports ·by deve.loped countries of primary .. commodities from developing countries. . ' . . . ~ ' . ' . -. . . 
After it was proven that this type of .resolution .was .not ,conducive to anything . . - ' . : . -·· . .,. . 

conqrete, dev~loping countries adopted in Algiers among other methods of ~ealing 
·• ... - . . '· I . . •' '. - . ,• -~ 

with this pr9bl~ what J . consid?,X to be a v.~:ry moderate, pra~tic, .approach. 
,, ' ' • ' , . ' • ' ' ,1, I, .: ' ' ~ • I_ ' ' • • i ' 

The Charter , of .Algiers proposes j;hat developed countries should give a .share to ... ~ . . . ;, .',' -. :. ·'· ' . . 
imports coming from developing co1.H1tries in , their i,ncrement ·of con~ption and 

, 0 OM,' '• '' 0 0 ' , •• : 

that negotiations should be condu9ted to that end, wtthin the framework of UNCTAD, 
• I •: 

on a commodity-by-commodi~y basis. I have not seen, Mr. Pre~ident, any positive 

answer to this very moderate reque~t • . No+ have I noted_ arry progress towards an 

agreeme~t on the mechanisms and methods which are required to achieve the 

commodity-by-commodity solutions that h~ve been advocated. . . - . 

In respect to preferences, we should compare, with a certain historical 

perspective, the present situation to that which existed four years ago. I do not · 

hesitate in paying tribute to the Governments members of OECD for having presented 

to the Conference their do~ument on preferences. That document involves a turning 

point in the commercial policy of developed countries and this should be recognized. 

BtJ.t while constituting a go,d basis for a discussion of the problem, the OECD docu­

ment is not a complete or perfect solution to the problem. It requires improvement 
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and completion; it ·:recpiires :political balance, because :hotwithstandingi it~ ·great , 

value, a system of preferences, . a:s ·conceived in the doeum·ent, . wil·hbene,fit a limited · 

number of advanced devel.Opl.hg cdUn.tries ·bu;t . not a si:zeable number of · developing-• 

countries who ohly iil the -course- bf .. time will- be"able to ben·e.fi:t from the scheme. 

Hence, wi.thout in· the:: least minimizing the -meaning of this proposal, I should like to 

s:e'e in the · next few days a considerable effort .to 'go .beyond the OECD proposal and. tp 

try to reach an agreement._ through -a process of patient negotiations. I repeat, to 

try to : agree ·with developing countries on· a common solution to· this very' .important · 

aspect 'of' our problem, and iT this is- done, Mr. President, the merit .o.f . the OECD 

proposal wi.ll ·-be ·-e.onsiderablY +enhanced • . h ' . ' ' 

· rn· r'elation to the transfer of fina'ncial resources, Mr.:.. President.:,; .. the ·si~tion_., 

is not encouraging. · The aid' target· of -1 per cent of :the gros.s . national . ;product . fpJ;." 

transfer's of financial resources from developed to .developing · countr,ie~s- has no-11. yet , : · 

been accepted. It has been a matter of di:scussion, methodical- discusE?ii!?n, but I do 

not dete'ct great ·progress. · Prid this- is a . fundamental element of a:n.y developzp.ent 

policy. · If ·the amount of resources transferred from industrial p-ountries to de:veJ.oping 

countries' is- not increased there is no possibility of real prog:r.i'ess, in: ,the ac.cele.ra-
, 

-tion:· of: ·the 'growth rate · of d~veloping;· coun-tries. I hope, Sir, that .. in this· ·~atter 

the Conference, aga.i.h ·-thrbugh a p:roc:ess o.r. -·nego:t:Lation, w.ill- be abTe to ·agree on a 

practical solution. 

:With regard· to suppl·ementary· fin,anoing , . I ·am really di-str~ssed.- ·The I,l.eed for. 

supphiinentary financing has .·.been ·recognized in the United Na:l:;i:O-n1;3:, , by experts and 

GovertJm:ents~:. for many ' y-Bars~' ·;aut only :d'Uring the First UNCIJ;IAD 7>Ve : ~t~ted ·.to. see the,- .. : 

( 

light, ~h~n th~ United Kingdom :'and ~eden presented a. draft resolutiq~ -on ·. this matter. 

I am afr~d, s~r, that we · run :the r~sk now of. retreat~ng ;_from.:- that .. po~nt because, -­

notwi thstarid.ing ·the presentation of· a concrete proposal by the -staff of the World,)3a.nk, 

and ::the cver;j"-fruitful · ··discussions of ' the Inter-Governmental .- Grgup on th;Ls ·problem, · . -

there are ··-still considenable obstacles. What :worries me more, Mr. President,. ·;i..::::- th$.1;; 

discussion has again- started by presenting -. supplementary .fiilancing, _commodity agree:-

ments and orga.ni:zahon' bf ·:tna.:i:'k~ts as alternatives. · I do not see, Mr.. ' Presid~nt_, - -any 

incompa tabili ty betwi3en ' them·. ·. On ·the contr<.iry; ,_. commodity agreemet,l.ts . and · su:ppl em,enta.ry 

financing are needed, with other measures, to attack the· exter.nal. vulnerab,il,ity· of .. , , 

developing countries. 
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Why do we think that there is no incompatibility between supplementary financing 

and coiiUp.odi ty arrangements? __ First of all, Mr. President, not every commodity can be 

the subject of a . commodity agreement. Second, we know the difficulties that are 

encount~red in the negotiation of a commodity agreement. May I recall that when we 

were sure that the agreement on-cocoa was mature, we had to recognize that adverse 

~actors were more ~trong than the aspirations of the Governments of developing countries 

and of a sizeable group of developed countries. But even ;assuming that commodity 
r 

agreements could cover a reasonable period of time, and I have. doubts about it, such 

agreements will not solve the whole problem.- Take, for instance, the case of cocoa. 

In cocoa a margin of fluctuation of 20 to 29 cents per lb. was envisaged in the 

agreement and thus, notwi thstand;i.ng the agreement, exports of cocoa would continue to 

be subject to fluctuations. The role of supplementary financing is precisely to 

I 

attenuate these residual fluctuations. It is clear, therefore, that the two measures 

are quite co~ergent in the attainment of the same objective. 

Now, let us suppose that in the next five, six, eight years- notwithstanding 

my doubts, and I hope that I am mistaken- . we could have commodity agreements for all 

commodities and th~t, at the same time, .the margins of fluctuations would be gradually 

narrowed. In that case, ~he need for supplementary financing would gradually disappear. 

Supplementary financing would wither away. This would be the time to forget about 

it but not before. 

But this is no~ onl~ a matter of alte~atives, Mr. President. In the discussions 

of these few days the retreat has been more serious. I know, for instance, that it 

has been .asked whether it is true that a shortfall in export earnings is deterimental 

to the investment programme of a developing country. Well, - is it necessary, 

Mr. Pr~sident, when we are trying to protect somebody from the rain to request that 

a study be made ·to determine if somebody will get wet by standing unprotected in the 

rain? This is what we are proposing to do in supplementary financing, by engaging in 

such discussions. All of, us who had something t? do with economic and financial 

poUcy ·in developing_ countries know that shortfalls in exports earnings have very 

detrimen'tal effect_s in_ a:ny investment_ programme and I was very glad this afternoon 

to listen to the Foreign Minister of mnmark when he said that planning was 

jeopardized by shortfalls of exports. 
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I wil: not enter into the details of this matter, Mr. President, but I very 

much hope that an agreement on thB main guiding lines on supplementary financing 

could be attained at this Conference. I do not mean that this agreement would 

reflect in every way the proposal of the staff of the Bank. From the very 

beginning I Gaid within the Inter-goverr~ental Group that in my view the scheme 

should not be autcmatic. I ~ls~ said that it was a mistake to speak about the 

policy understanding as a requirement solely of supplementary financing. As we 

know, the lending institutions have always examined ~he policy of a country before 

committing their r0scurces - why, then, consider this as something new in the con­

text of supplementary financing? I pay tribute to the staff of the Bank•·but I do 

not think that it is necessary to follow their proposal word for word, But I do 

hope that Governments will agree on the main principles of the scheme. 

I do not believe, on the other hand, that it is necessary ·'to wait for the 

report of the Fund and the Bank in response to the Rio Resolution in order to take 

a decision about supplementcu."'Y financing, because I understand that the Rio -. 
resolution le-eks at this problem Jrom t:qe point of view of commodity agreements and 

buffer stocks. As I said before, commodity agreements and buffer stocks are not 

only compatible but will complement supplementary financing. 

Trade relations among developing countries is another point of crystallization 

of paramount importance. Here, Mr. President, I am afraid that we are · reaching a 

deadlock. A matter that appeared so clear and so mature is encountering con-

siderable obstacles. On the one hand, the developing countries . have expressed theii 

views on this qu€stion. But as I stressed already on another occasion, it would be 

very essential that· the future intentions of these countries be stated in a mere 

formal manner. On the other hand, there· is a draft declaration of support for the 

developing countries 1 efforts which has been submitted by the market , .economy 

countries t ·o this Conference in response to the request of the developing ·eountries, 

Until now, it has appeared that it is not possible to modify this text. - Yet, with · 

respect to any origina-l proposal presented to this Conference, it should be ·possibJ. •. 

to consider impr~vements if one. is to arrive at proper agreement, and I therefore ·· 

expect that elements of flexibility riill be introduced in this, as well as in the 
.. . 

other aspects ~eiating to developing countries, in order to arrive at a p~sitive 

result. 
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In relation to trade with socialist coUntries, there has _b8en a ve17 useful 

discussion and I read with great interest the draft resolution that the socialist 

countries have presented. It deals, on the one hm•d with problems of East-West trade 

and, on th€ other, with prcblems of trade between the socialist and the developing 

countries. The two matters are v€ry closely intertwined. It is very important for 

developing C<U.n-tries that East-West trade relati~s improve; the impact of this 

improvement will be felt from mar~ points of view and I hope that the socialist 

countries will wish to present at this CGnference, as they did at the end of the First 

Conference, sorr:e quantitative targets for their tra.C.e with developing countries in 

relation t•-oOffiiDodities and industrial products, subject to the possibility of 

effectively trading with ~eveloping countries, that is to say of having reciprocal 

trade. 

In the Fourth C~ittee, dealing with invisibles, it is true that ~ome advance 

has been made in certain aspects but there are conflicting views on others. It is 

to be hoped that as a result of intensiv~ negotiation in the next few days, concrete 

agreements will be r8ached. 

Mr. President, when I drafted my own-report to this Conference, I had the hope 

that we would be able to formulate here the main elements of a real and concrete 

global stretegy for developmtnt. It was, perhaps,surprising that, having express~ 

such conviction-on-the need for a global strategy, I then remained silent on it 

during a great part of this Conference. 1he explanation is very simple, ~~. 

President. Wl1en I saw the difficulties in advancing in a positiv8 way in relation 

to the points of crystallization, I was not willing to run the risk of appearing to 

advocate a global rhetorical solution without concrete measures. But that does not 

mean to say that I have lost sight of this. Quite on the contrary. But I must 

insist on this elementary fact: no global strategy is possible without some 

fundamental solutions based on convergent ·measures by the developed and developing 

countries. I put emphasis on the two terms, developing and developed, and in 

relation to the first should like to repeat that I do not see any real possibility 

of accelerating the rate of gro~h of developing countries without fundamental 

reforms on their economic and social structures and attitudes and without discipi'ine 

in their'-' development planning. I do expect that substantive progress in the fields 
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that I have mentioned will enable a systt;;matic preparation of tho:: convere;ent measures 

that are required. We should bear in minJ, in this connexion, that the General 

Assembly of the United Nations expects froill this Conference a contribution to its own 

preparations of the next ~evelopmant decade. 

This Conference, Sir, has a tremendous responsibility. A tremendous respon­

sibility commensurate ~ith the urgency ar.d the diillension of the problems of develop­

ment. We have to recogni~o::: th~t UliCTAD has not been as yet an effective instituti0nal 

machinery c-onsirstent ·~vith its purpcses. Will UNCTAD continue to be a mechanism 

ab~orbing aspirati~ns and produc~· f~~strations? Or will it become an effective orgar~ 

"f the United 1~ations which m•t only acts as a f~rum f0r debate, but also as a 

practical instrument of acti~n? It is up to you, distinguished delegates, t~ decide. 
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c/~ Ashoka Hotel, ew Delhi, India 

Letter No. 78 March 141 1968 

Dear Dick: 

I refer t'l my letter No. 71 on Prebisch 1s statement to the 
Plenary. 

S£rma is 'lf the npini,n that I misrepresented his rep~rt1 which 
was enclosP.d ~th that letter . 

This was certainly n,t my intention and I W'lUld like tf1 emphasize 
that Sarma has made gooo repoilts all to the best of his knowledge and 
giving an accurate picture ,f happenings in the meetings. It r.rl.ght1 
perhaps , have been a better idea t'l have sent :f'"lU in a separate letter 
the infl'lrm.ati'ln (last paragntph 'lf page f1ne) whl.ch I had Cl'lllected 
fr m ,ther delegates who were in the Plenary hall when Prebisch made 
his statement. 

In any case, I W'luld n,.,t like t.., create a misunderstanding l There 
have been cn,.,ugh already wi th,.,ut this incident_, n,t by the .filult ~:r 
Sa • 'I'hsref,re, I would like to ask you to eliminate the fl')urth 
paragraph t)f my letter. 7l and trea t i t a s independent i nf..,rrnati'"lno 

In the meantime, -we have received the "".ext ,f the statement by 
Prebisch, which I enclose (TD/79) . Pagee 3 t,., 5 deal especially with 
the subject 'lf Supplementary Fina nee. 

With kim regards , 

Sincerely yi')Urs , 

Arthur Kantsz 

Mr. RichB rd H. De!!luth 
Director, Devell')pment Services Department 
International Bank !Or 

Reconstruction and D8 vel,pment 
Washington, · D. Co 

AK/jlw 

cc: Mro Sarma / 
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OFFICE MEMORANDUM New Delhi. 

TO: Mr. Irving S. Friedman 

FROM: N. A. Saraa and Bimal Jalan 

DATE: March 8, 1968. 

SUBJECT: UNCTAD II : Committee discussions on Supplementary Fina ce . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

There were tour aeetings of the Third Co 1ttee o 
Supplementary Financial Measures from March 1, 1968 to 
March 6, 1968. A few aore aeetings were planned, but the 
Chaira , Mr. Everts (of the Netherlands) thought that 
discussion and negotiations between various groups co ld 
be more effec~iYely pursued in the so-called •contact 
gro ps•, and that the debate in the Committee should e 
confined to general statements by the representatiwea of 
various delegations. A record of the daily Minutes of 
these discussio s is enclosed. 

Statements were made by a n ber ot developed and 
developing countries - aaong the Ceylon, Argentina (on 
behalf of all Latin American countries), India, Nigeria, 
Uganda, the United States, the United Kingda., France, 
Ger.any, sweden (on ehalf of the Nordic countries), the 
Netherlands and Japan. Earlier Mr. Meraolja, the C airman 
of the IntergoYernmental Group had made a statement 
introducing the Report of the Group to the Committee, 
identifying the area of agreement and disagreement, and 
hoping that it would be possible to i ple ent the scheae 
in the not too distant future. 

The developing countries (with the exception of Cuba 
and C eroon) gave their strong endorseaent in principle 
to a scheme for 5 pple entary Financial Measures along the 
lines of the joint statement of tbe developing cou tries 
•ad at the intergover ental group. The general line 
taken by the deYeloping countries was not unexpected; 
though the strong and unequivocal support given by India, 
and y ~entina on behalf of the Latin Aaer1can co ntries, 
would have co e as a surprise to some. 

IJ.'he developed countries also took familiar positions -
the United S~ates, Germany, France, Australia, New Zealand, 
Japan and Belgium could not agree to the idea ot an endorse­
ment in principle of the Bank Staff Sche e; among these 
France, Australia, New Zealand, Belgium, and perhaps also 
Japan, were against the principle ot Supplementary Finance 
itself and their reservations against the Bank Staff Scheme 

(continued • • 2) 
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could as easily have been directed against the basic premises 
of the u~CTAD Resolution A.IV.l8. France and Australia 
clearly stated this. The United States• sta~ement w~s s e-
what surprising tor the vehemence with Which it was expressed. 
While reiterating a number of times their acceptance of the 
principle of the Resolution A.IV.18 and their appreciation of 
the work of the Bank Staff, the United States, more or less, 
ruled out the Bank Staff Scheme as a feasible solution to the 
problem, and suggested that the intergovernmental group be 
re-convened to consider certain other alternatives. SWeden 
(speaking also on behalf of Denmark, Finland and Norway), the 
Netherlands and Switzerland, on the other hand, gave their 
support to the principles of the Bank Staff Scheme. Canada 
was also favourably inclined, though it sought answers to some 
unresolved questions before it could co it itself to the 
scheme as formulated at present. The United Kingdom, not 
unexpectedly, succeeded in le ving everybody gue sing - "as 
one of the original sponsors it was for the scheme; but ••• , 
if •••• , however •••• •. 

Amidst these disagreements and varying views, there 
was nonetheless one point on which there seemed to be - for 
want of a better phrase - a •general concensus•. This was 
that a scbeae for Supplementary Finance would co e into 
existence by 1970. The developing countries and other sup­
porters of the Bank Staff Sche e wanted this particular 
scheme to be "The Scheme" which would be iaplemented then 
(with some modifieations, may be). The dissenters wanted an 
alternative (with some features of the Bank Staff Scheme, 
may be). For some among the latter group, the search for 
an alternative sche e was, of course, a useful device by which 
the proposal for Supple entary Finance could be kept at bay 
gracetully - and indefinitely. 

There also seemed to be general agreeaent that the 
intergovernmental group should be re-convened. Germany 
suggested that its me bership should be increased in order to 
give wider representatio • ~he difference between various 
gro ps of countries was on what the terms of reference of this 
Group should he. Those who supported the Bank Staff Scheme 
felt that the Group should be re-convened to resolve the few 
issues which yet remained to be further discussed, and draft 
a set ot Articles and Rules on the basis of which final 
negotiations could take plaee. They,therefore, want·ed the 
present Conference to endorse the Bank Staff Scheme in principle, 
provide broad guidelines to the intergovernmental group as a 
basis for its discussion, and indicate a definite date by which 
the Scheme should come into operation. Those who could not 
agree with the essential elements of the Bank Staff Sche e 
w ted the Conference ~ to take any action on this scheme, 
but re-convene the Group to consider afresh all the aspects 
of the Scheme as well as other possible alternativeso 

(continued •• 3) 
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The possibility of an Agency other than the IDA, 
administering the Scbeme was not menti on.ed. It was assumed 
that, if the Scheme came into existence, the IDA will be 
the Agency. However, among the supporters of the Scheme 
the prevailing view seemed to be that the actual negotiations 
on the Scheme would be carried out within the framework of 
the UNC'l'.AD by the Trade and Development Board. The Board 
of Governors of the IDA would be requested to approve and 
adopt the Scheme, once ~he Draft Articles of Agreement govern­
ing the operation of the Scheme were agreed to among member 
geve·rnments of the UNCTAD. 

In the Committee discussions, a lot was made by some 
developed countries, particularly the United Kingdom 1 of the 
relationship between commodity stabilization measures and 
supplementary finance. Numerous references were made to the 
Study o.n Commodity Stabilization now being undertakell by the 
Fund and the Bank in response to the Rio Resolution. They 
want·ed to have an indication of the scope and content of 
this Study as well as the date by which this would be ready 
since, in their view, this would clearly affect the outcome 
of discussions on Supplementary Finance. The developing 
couatries and some others, while no less eager or interested 
in the-Bank-Fund Study, emphasized that there was no confliet 
between measures to stabilize commodity prices and Supplemen­
tary Finance - in fact they would reinforce eacb other, and 
that action on supplementary finance sh,ould not be postp.oned 
auy longer. It was surprising that the u.s. and the U.K. 
which · are n~ot particularly noted for their championship · ·of 
commodity stabilization measures should have evinced such 
great interest in these measures in tbe context of Supplemen­
tary Finance. 

Invited by the Chairman, Mr. Sarma, on behalf of the 
Bank Staff, and Mr. Jones for the Fund Staff, made brief 
statements on the Bank-Fund Commodity Studies to the effect 
that at this tiine it was not possible to indicate precisely 
when these would be completed. Nor was 1 t possible at this 
time to give an idea of the seope of this Study beyond what 
was suggested in the :Uio Resolution. The Board of Governors 
had requested the Staff to complete this study, if possible, 
by the time of the next Annual Meeting. 

Later io the Committee discussion, in response to a 
request by Ceylon from. the floor, and at tne &iiggestion of the 
Chairaan, Mr. Sarma made stateaents on the relative importance 
of export shortfalls and other causes of disruption, and on. 
the relationship between commodity stabilization measures and 
Supplementary Financial Measures. He stated that in the view 
of the Bank Staff, there was no conflict between Supplementary 
Finance an~ Commodity Stabilization. 
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Now that the Committee discussions are over, the 
discussion on Supplementary Finance, as on other issues, will 
be carried on in the Contact Groups which are likely to con­
clude their work by March 15. It is not yet clear what, if 
anything, will emerge; though from corridor conversation, 
one gathers that the mood of cautious hope among the develop­
ing countries has now given way to frustration and even anger. 
So far the developed countries have not been willin& to make 
concessions on any issue - there is now a stalemate in most 
Committees. The hope for so ething fruitful to emerge out 
of this Conference now lies, not in Committees, but in the 
political dialogue between the developed and the developing, 
which is likely to take place during the last ten days of the 
Conference. 

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



UNCTAD II CO, 'l ITT'f'E III 

farch 6 , 1968 (9 . 30 a.m . ) 

Canada, France , Syria, Ncr~ Zealand, Netherlands , 
5,,1 tzerla.nd and Japan made general statements on Supple-
mentary Finance . Syria, Netherlands and Switzerland 
gave support to a schc e for Supple entary Finance 
essentially along the lines of the Bank Staff Sche e . 
Canada agreed with the principle of Supplementary Finance 
but i ndicatcd that it ·ms not yet in a position to crmmi t 
itself to a particular scbe e at this time . France , 
New Zealand and Japan expressed, in different degrees, not 
only their reservations against the Hank Staff Scheme but 
also against the principle of Supplementary Finance itself . 
In response to a request hy Ceylon from the floor, lfr . Sanna 
on behalf of tl e Dank staff , made brief statements on the 
question of the relative importance of export shortfalls 
and other causes of disruption, and on the relationship 
between com odity stabilization and Supple ntary Finance . 

Canada regarded the Bank Staff Schc c as a valuable 
contribution not only to the probleo of unexpected export 
shortfalls, hut also to the rationalization of the entire 
aid-giving vrocess itself. 110\.,ever , a nurJbcr of questions 
relating to some of the essential aspects, were yet un­
resolved and remained to be dealt lith bclore it could 
commit itself to the scheme suggested by the Bank Staff . 
Since there seemed to be a general agree ent th, t the scheme 
for Supplementary Finance will not cone into e"Cistence 
before 1970, the intervening period could fruitfully be used 
in clarifying sore of t cse unresolved issues ithin the 
frame ~ork of the inter-governmental group . I.:!.oweve r, Canada 
firmly believed that Su>plementary Finance nnd Compensatory 
Finance were complimentary to each other . Similarly , 
though no final answer could be gi•ren to the question of 
priority between Supplementary Financing and basic financing , 
it was fcl t Snp}Jlcmcntary Finance ''ould help the flow of 
basic financing. 

France , said tlat at the First Conference i~ had· ade 
clear t 1at 1 ts support for the Resolution A. IV . i8 did not 
imply an acceptance of tl1e principle of Supplementary Finance . 
The real solution, in its opinion, lay in the organization 
of eomrno<li.ty markets . Supplementary Finance was not only n 
palliative , but is also likcl~· to delay the search for more 
real solutions to the problem of stabilization of cornmodi ty 
prices. 

(continued •• 2) 
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Syria expressed conplete accord with the majority 
view of the inter-governmental group on the Bank Staff 
Sche e . Neither co rnodity agree cnts nor the I. Com-
pen satory Financing Facility was a substitute for 
Supplementary Finance. Syria was , however, concerned 
with the content of policy understanding in the Dank 
Staff Scheme. It felt that as envisaged now, such 
policy understanding ' as bound to infringe upon the 
sovereignty of developing countries . The agreed policy 
understanding , in its view, should be very general in 
character and should not contnin any con itmcnts by 
developing countries to specific actions in the economic 
policy field . 

As a country dependent on primary co odities for 
9()% of its export earnings, New Zealand recognised the 
importance of the problem of unexpected shortfalls and 
the urgent need to reach sound long-term solutions . Row­
ever, in its opinion , much core important than Supple­
mentary Finance , is tle long-term access to world mantets 
at remunerative prices . 

The Netherlands fcl t that ouch rork had been done 
on the scheme and that it had great sympathy with the 
approach ad.opted in the nnnk Staff Scheme , especially the 
iuea of a prior policy understanding . The fact that the 
developing countries found it possible to su pport this 
notion of policy understanding was most important; however , 
scrio s doubts have been expressed by some delegations 
about the fcasibili ty o:t this Sche e and the Netherlands , 
therefore, would not oppose the suggestion to re-convene 
and broaden the terms of reference of the inter­
governmental group . In doing so , the Netherlands anted 
to rnalto it clear that undue delay in implementing the 
scheme should be avoided and that the scheme should come 
into operation by early 1970. 

Swi tzcrland said that the Scheme for Supplementary 
Finance as necessary particularly in view of the slow 
progress in efforts to stabilize commodity prices . This 
shoulfl be integrated into existing multilateral machinery . 
It felt that the report of the inter-governmental group 
centai ned the clements on which a balanced solution coul d 
be found to the problem under consideration and hoped 
that the Conference would ask this Group to continue its 
worJc and produce a scheme ready for implementation by a 
definite date. 

Japan expressed serious reservations against the 
Dank Staff Schone, especially with regard to the feas­
ibility of export projections and also policy understandings . 

(continued • • 3) 
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It generally agreed t i th the views expressed by the 
representative of GerPany and others who had reserved 
their decision on this sche e . 

At the end of the general debate on Supplementary 
Finance, the representative of Ceylon requested the 
Bani·' s representat1ve , if possible, to clarify t o of 
the technical points tvhich had been raised by many 
delegates . These related to the question of the re-
lative importance of export shortfalls and otl r causes 
of disruption, and the relationship bet een oomDodity 
stabili zntion and Supplementary Financial .feasures . 
Invited by the Chairman, t•r. Sarma ade prepared statements 
on these two subjects. 

The .1eeting co.1cludcd ith a statement by ·r. Dell 
of the UNCTAD Secretariat, on progress achieved in 
implementing the recoru:1endati ons of Resolution A. IV . 17 
on Compensatory Financial facility. the next item on tho 
agenda of the Co ittec. 

co : fr . Karasz ( 2) 
fr. de Fontenay 

N. A. Sanna 

D. N. Jalan 
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ll'i EU::taJs-.1. {l.n.6 on ~uppl nr::(lntal"y Pi nanoc €a:-nti nued todtty. 
~Hgor-!n, 'l'ur.kcy, Cuba, r>f;H:'11 1 UgntHI8\ n.nd Uo.o ~J .. s;. mud6 ~!ener~1l 
at.nte q:rts. 1\ll, ~xnor~t !fub,!! and th~ lf.S., sup1;or·tod tha 
Uattk Stat! s :h ,o in itt~ easentit!l ele c!it'"'s, and. urgr.tl the 
Conforonc~ tc agree in pri.n.oi ple tv a echom.t! cf Suppler .ent.nrr 
. to.nncing nlong tho linea ~me!l~sted l;y the nan!, St.art S1anly . 

,lii.f.l!P! tH".itl thrrt 1ts TJOGititHl • U.h rc.~(~lrd to 'tlu: 
soh e ·as lliUU:m t.inlly the sa a as t:ey1cn" s fitHi l t, lUu~ the 
otber develo tng count r1 es t.luit hnd SJ;()ken, tully Sll.tff.tOt'tcd 
the join·t atl'tmmcnt ot' the l.Jnc• n mt~de a:t the final sesnion of 
th& i ntet~-.govcrnmontflll grGup. ih.t~'{tVtnr. t!Hu•o \TfU'., a fen 
queatlnaa for t~urtlu~r oonsldcrat'ion such tltU :l) t!h.at t:l tho 
t'elntion,.hip b~tl10en J.'~alioy unc'lerstant\ing tm1 th~ a'II:Ulability 
of bn io finanoin(t1 2} lf tho solHm~ was to l>e atlminis'ic1"eii 
by the Bank Grtnrp., lu~w dot;! we rr-ovide tor t!'ac inclusion of 
<H .. ntral !y plnnn~Hl economie:J? 

:f!u:;-key all'Hl cnuorsed tho usaenti nl ele~ents nt' tho 
nnn ~ St .ft Scbeme. It e r~hnsilze(i the importt<noe of :including 
lnvts·btes in 4otemtning the export 0arni.nt1s of cr:unt.rios . '" 
Al. so. unl ~G$· ttH~:t·o are clear oontd tt:nente w11.h. regard t.~:J bns;i{J 
finnneit'lg, the Supple .entary 'ftuanoing Scheme by itilal:f crt!m.ttt 
<tnnllle tho country to leple , ;-nt J ts de 1 ... ~lopment protrrn. e. 

,ubt di assoctntcd itself \Vith the Latin Americcl. 
IHHJi tiori!ii""" expt .. Cfj!WOd fly • rg~nttu~l. .erul seld UH~t Su:ppltlr' entaf'!i 
r·'htfittoi np.: ai tlf~st 'G'ati only u cnlllntivo utul at worst f$oLltl be 
!.tang rous t1> the OO!:,notdc growth in tho dovclop1.n! .. omu1tri~s1 
ineo the tam '.ould be th ~ a&iinistr.ntor o:f th15 scheme !.u:ut~r 

the 1 . t1urah1p of !<1r. . ol;umnrc, the tol"'tJ.e r Secretary of nr foocc 
of thL ~rt:ted States. 

Ec.Jl!, fully BllPP'>rti ng tho g,.=nern! tt~ttn Afiiarlc&l 
po.st tion, bluntly ns,.o: d t,be ,lervoloped. CJm.n;tr cs whothc:r th~y 
ho.td the :polit cnl ., ill to ext.end any oew rnensure of oopport 
to tho dev~lcmin oountries, hettwr it v<n!* Suppl-.lt'l•&J .. ary 
l'"inOJu,·ng or' re crtm<H~fl nr Cmatmod:i't .. y St3l:•ili~~ti.on .. Poru 
tel t t : t tbe d valnpod oouut.r.l es were not CO(rj) ·1rntir*F .for n 
.. n~ccos .ful eonelnst.rHt o:f tbc 'io lferor«:te. 

p,grut~,! fully est'lccin.tot lts.alf w.t:th the genoraJ.LDC's 
llt;.sitio.n and nol·ed fc.t• rn ll'lllta'l'li.ate impleu.{.utztti.,,.u of 'tuo 
l't!iC'"J;~AD ~otiS<"luti~n A. tv. t6. Suppl(n ~ntnry ~'iruu~oc and ~~fi.rk<>t 
Or ,a,_izat1on . ult~ :rei torco etu'lh other, w-.~ th sohor..:J tor 
Supple cut/fry ioanchl ~hoold be .ad6pf. ·cl nt tho next mecU. ng 
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t'~a.,f n3bli~i~ e qH·otati ons e~Jt:mll he tm rly l oly dc!lncu'J ~m l 
tf,ould b~~ f'roquont.ly r-n i ~d; .1n f,K~f.. , t .. ot.!~ c~t ectn.tiontl 
p.ud sho:rtfaJla c•"ult1 be DJH1&t111y (~~i.eminc<! uftor t.~Hl e.Yent 

the il"ito:r-go f:\I'UD~·mtt}l 
nr~f nc proprtnt.oly 
•d re.;., · t oc :toi' elbi. ~v 
the probl s. It s•. uld l1 o 

t · t ctsbt be . u .-.o nr<!:. 

i""'nl ln.l · 1 



UNCTAD II : cm~MITTEE III 

March 1 , 1968 

'l'ho discussions on the Supplementary Financi.al 
Measures began toda:y in COiamittee III . Ceylon,. Argentina , 
India and ~.•alaysia made ge11eral statements. All of them 
endorsed the essential elements of Bank Staff Scheme and 
urged an early agreement in principle in the Committee . 

Ceylon suggested that an agreement on Supplementary 
Financial Heasures was necessary concurrently with a likely 
agreement on prefercncet»; r.mny of the less developed 
countries '\vcre unlikely to g• in nuch from the later conces­
sion. Progress in the Cm~odity field was likely to be 
extremely slow. This Scheme was compatible with cor1modi.ty 
agreements and organiz8tion of markets . 

The Committee and the Conference coulu agree on the 
essential ingredients of Supplementary Pinance Schmne as 
proposed uy the Dank Staff. Tho Cnnference should then 
reauest the iuter-govornmental group to convene h1nediately 
and proceed \d th the solnti on of unresolved questions per­
taining to the schente 11 and on the basis of the broad 
guidelines adopted by the Conferencep draft the scheme to bo 
cons:tdered at the 7th ~:eating oi' the 'I rada anti Development 
Board.. Tho agreed so heme coulu then be sent for appropriate 
action to the Doard of Governors of the liorld Danl\: which 
would presumably be the Ao;ency administering the Scheme . If 
all went well, the Schernc should lle operable in 1970 . Actual 
disbursenents \ :oulcl, however, ucing somewhat later . 

Ar!)cntina , speak 1 .g on 1J0 ,ullf of all t,atin Anerican 
countries, expressed full su,port of the countries to the 
joint statement of the developing countries made at the last 
session of the inter-governmental group (wldch has been 
circulated as a Conference document) and urged the developed 
countries to take immediate actlon on this Scheme . Argentina 
said that there was a wide measure of agreement 0n the 
following points: (a) It is desirable to have a scheme of 
Supplementary Financial Heasures; (b) At preser~t no mechanism 
of this kind exists; (c) nes :')urces for supplementary Financial 
Scheme woulf be additional to basic finance; (d) The Scheme 
suggested by the Dank Staff was a feasible solution to the 
problems under consideration . 

As such, the La.tin American oountrie:; would expect 
the developed countries to surport the Schene for Supplmnentary 
Pinancial Measures., the principle of which had already been 

(continued . . 2) 
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agreed to in the First Conference . Furthcr t the developed 
countries should also make it lmO\:n to the Conference when 
t lH~Y would want this scheme to begin operations . The Latin 
Ancrican c ountries expected n definite answer fror:J the 
developed countries on this item . 

~·alaysi~ said t. h nt it had plnccd 1 uch hope in 
Reso i. ution A . IV . 18 which was passed at UNCTAD I, and in the 
excellent stncly preparec l1y the Bank Staff in response to 
t h is Resolution . It nns , honever , disappointed at the 
unwi llinr;ncss of some developed countries to cor::r ... i t themselves 
to the schotre . It felt that the Bank Staff Schmhc \vas 
feasible, and a£lenuate to deal ith the p roblem un rler con-
sideration. It thorcfore suggested that the Executive 
Directors of the \7 orld. Dank s hould l>c invited to draw the 
final re port of the Sehm~· c for Suppleucntary Financial 
I ensures .o ~e submi : ted t o their noard o f Governors as soon 
as possil, lc . 

India (Al bassador Sw .... n in< t· .an) said t hr- t the stand 
of the developing c ountri s on Su nlemo~ta17 Finru1cial 
. casures, with :hic h I ndia fu l ly agreed , lfQS expressed in 
the joint statement of t 10 Lnc' s . Tl..... ·c .. erne filled an 
important gap in in t ernational oac 1linery; t lis was comJ>atible 
with the 'ehene for Uarl\:~t Organization, since i :f a scheme 
for Mnrkct Organization Cl rae into existence t 1 is lJoul.(l be 
tal.:cn into c onaidPration in making th'1 e xport projections by 
the developing countries. The developing c ountries had 
further ngreed in t he inter-govern. ental group t.hat the 
scheme s hou l d not be open-ended anll that there should IJe some 
provisio~ for rationing. So far as policy understanding is 
conccrne~ , tJ-.e Bank , t he I •. t . F. and other international 
financial i 1sti tuti ons had already had considerable experience 
and a worlcable r.olution cons! stcnt with national sovereignty 
c oul·I be found . 

India appealed that tho Conference should make a 
unaniLous declarat · on in favour of the Supplccentary Financial 
Measures. Such a scheme sitou ld be based on the main elements 
of tho Dank Staff Scheme. It should be finalized '::i thin 
the uachin t:> ry of the UNCTA..l • and s l1ould cone into oxistcnce 
by 1970. 

Before the general statements, on Supplementary 
Financial f, easures, the U. K. hat.\ rct1uested the Dank and the 

Fund reprosentati ve s to '"""iil"Bke statements on the progrcsfl 
alr0ady rtadc on the llnnl(- Fund Comnodi ty Study , and the pre­
cise date when t his Study was expected to be completed . 

(continued 3) 
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Tanzania, Ceylon nnd ot1er delegations also felt that it 
would be useful for the Co mittee to have an idea of the 
ttr:1e when thL .. study was expected to be co pleted . In 
response to t e suggestion by the Chairman that the Dank 
and the Fuud shoul< rnal'c such a statement , .l!r . Sa a , on 
behalf of the Hanlc , and .{r . J 0 nes, on behalf of the Fund , 
indicated to the Committee the n turc of the Study being 
undertaJwn , and also t 1e wish of the D ard of Governors 
that this Study should be completed , i¥ possible , by the 
tine of the next Annual ~. eeting . They, hol ever, pointed 
out tlat it as too early to say precisely 'he this Study 
~ould be co pleted . Nor was it possible at this time , 
to give an idea of the scope of th·s Study beyond hat vas 
suggested in the resolution . There ras so e dissatisfac­
tion expressed by the U. K., nolivia and Ceylon at the fact 
that the Bank and the nd could not give a ore precise 
ans '"er to the question of timetable of the Study . 

The Chairman suggested that the nank and tho Fund 
represent a ' 1 vcs let the Col"!r'i ttoc lmo v of anythi.ng further 
t~ey could find out in this regard fro their Read uartcrs . 

cc : r . Karasz (2) 
Mr. Sarna 
}'r de Fontenay 

D. N. Jalan 
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InteriM Heport on UNCTAD II, lhN' Del.h1. 
li'ebrunry 1 • 29, 1968 
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'l'he Conference was inaugurated on February 1, 1968, b7 Ilfr'a. Indira 
Gandhi, the Prime Nini:stor o! India, in the newly-built Assembly Hall ot 
the t.sh'lke H"ltel, How Delhi . Tt1area fter, the Conference JJ)r)Ved its 
Headquarters ttl Vigyan Bh.avan. It elected ae ita Presidenythe repreaent­
ative tlf the h,st country, lir . Dinesh Singh, Ninioter- of Commerce. The 
plenary eessinns allowed ministers end other h1 1:;>. r,fficisle nf all the 
l1amber c..,untries, as well as l eaders of intematitmal,, intergovernmental 
and certain non•g,vernmental tlrgnni~ati~naA t~ state their policy views. 

. J Or. ~~ Yr e. \.~c.\.._, 
The Secretary .. Qeneral ot• UNCTADAeubmitted hie rep<»rt tQ the Conferenet 

on February 2. His central theme was ~the ne0d tor the elaooration of a 
gltlb&l atrategy 'lf devel'lpment. The ~;aoretary-Oenoral of the United Nationl 
wm.s unable to attend the inauguration t)f the C'lnference due to the events 
in North Korea . He apnk!! ~n February 9. In hie address, be p'linted out 
that the l8ck o! prograsa 8ince UNCl~D I was particularly difficult t, 
accept in tho light of the Buccess which apo~mpanied the negotiations 
connected with the Kennedy Eound and the ; Interna tlonal ) bnetary .~form.. 
The reas?n f,r this failure was that ~~s developed world continued ~ regard 
its economic relstiC)nBhip With the WC1 9 as a ona•:Sided affair in Which oon­
oeeSiQnS are granted and nnt r eceived, although it could be said that ~ 
in the fialclS t.)fltr~cle and aid the developed et>untr1ea benefited fro111 their · · · ., 
cooperation. ~cit- 7 .... C'\ -. ,... ... ~ 4 f)c:tr'\\... r,-. ..., : t:;·leCNIJ.J"'o.o _,,, ........ ~ •• "'I · 

Mr. vJoods addressed the Con!'er.eno . s.t sa11ua . day, J'ebru1ary 9. LThe 
ex o.fhiss"peech was c!rctila tecl.t:;""tho . --.... 'I' he . 

representative tl£ the International f.!l)tletary Fund spoke on Februacy l) • . 
( (Statement circulated ••• ?).J The Cunference also heard statements by the 
- United Nations Under-Secretary f~r ~c~nomic Affairs, the Uirector-General 

of FAJJ , the representatives of UNDP, t)BCD, SEC, tho ragional..comJr.d.~a-i.-?ns .f'~ .f 
the United Nations , the regional development banks and various interlOvern• 
mental r,rgenizatiQNo · 

The ministers represent~g the develf)ping oountrles elaborated on one . ·. 
/iVd_'~-9r- an,thorl'-'f the Algiers Charter under its three main headings& :: .. --
'-e.,'lii!oodity Pl"f')blems and Policies, Exports f)f Msnu.faoture~ and Devel->prnent · · ·. 

Finance. They metly stressed the im!)l')rtance of buffer s t'lCk financing, · 
the introdueti'ln ,! generAlized preferences end the need for more aid, in ~- . 
particula.r through multilaternl institutions. They mostly supported .:::upplementary 
li'inance. Soma advocated that tied sid sh.,uld be repaid with tied exports. 
The creation o! several new funds was prop,sedl · a diversification fund r 

"from existing }:lank resources,. (Yug.,alavio), an interest•oq,ualizati(m fund 
(Israel)~a .rasearch.·.fund for prill)!lcy coD!rllOdities (India). finally, the r'lle · 
of priva a investmmnt · was rnentionod by al)me speakers. . · . . 

' .. - . 
. . 

~ ~-~ 1.~, 

'· 
< .• 

f• 



• ~ • ,!''. lr • 

) ' 
.......... _ .. __ , --h t- ·~ -· 

.... ... .. 

'' 

,.I 

. ·~· tr (\.L._ 

.~~ 
·•' ,. . 

Speeken M tb• ministorul leve'l.Af' tntt m,ro ia~l"tant d•nt~l' aauntl"iea 
were l1ossrs. Debrc\ (trance), Scld;~J.e-r (Ger:nany),Zagari (Italy~~ SUna (Japan), 
Langa {Swaden), Jollos (SwitZ)!X"lnnd), Or.,sland (United Kingd'ltl} end ,Rr)11tov 
(us). In addition to gene.ral otatai'll.~nta ~n probleme o! developr!lC~~nt and 
thoir countries • contribU'liC"»nB t., a solution ot th"->se problorldl in thQ fields 
of aid and trade, ,~,dQvel~Jpad countriaa daalt also with specific issues ot 
particular intet'uet. w the <.;onl'eNnctJ aut £r•llmttu 

(a) Cmmrndi.U~uh This ia C'tne ,r the nwin 1te.• ot tb.e Conterenoo. 
detorences t., th~t ~ Bank-li'u.nd astud;r cflmliliasionud at the Rio mooting 
were ~aue by eeveral minister9. 

(b) Preferences. All dom,ra cnncurred in the egref!ll'lent reached within 
the Of~CD on the principle .,f preferential treatment o~ exports of J:Uin.utactured 
and asem.i.•m.anuraotured ev.,oos fl'l)tn d~VQl,p1ng om.mtries. alth®gh it was J)'tinted 

/ 

out thst J;ho~-v.aro pro.bl~1'~!lluch aa · the future o! oxiat.i.n~ J)re:f'erenoes, prv>duct · 
~l!'chr-ined to--be settled~;) c,verage, and exceptl,ns and safeguard clauses, 

--~·~~ (o) n.,;,-;,;t~ atagnstion or th• old ef'tol"t. "a".!'w.~:~~.f~cl': 
,., / of tha~fevel'lping '""'rld, unmtl dtJnl')rs, ~ Oemany,amt Sweden.{· · / /..,-;y . promis~ooms increase in their future c"lntr!butinns. - . 

/ ').t --0.-- . \_ ,,t'~· Q.f'J •. 

~)-. ....A.-great maj,ri ty ,r the d.,n.,rD annmmced ~ntcmtion to increa•e tho1,. 
~@-!-- cMltrlbu.t1tmiJ tn IDA resout"ces by sixty psreont . !-L,st d'mnra m.ade re!orence 

($~· ((\) o-"i!tippltliiitentaey-rlruinciaf· JYU.~·fniz~aa)Jganerally in more f)r less contJtructiYe 
ter;l18~while ree.,gnizing that tooro ara still pl"f')bleM and that !\1rtht3r dis• 

· ---~ cue~i.,ns wU~_.oe needed. France, Japan and tho US did n"'t refer t., Slii.f at aU · 

~
., in ~lenary. / '\'he referanc<lJ ttl Did mattera bx._e'lm-B1 in particular by Swoden, 
• 1 · canada and the }ietherlands, uere ~1:Uw~~ Several references were made 

· . . t<» 1nternat1~l 1111lnatary probl01U11 1nc:l'}'~ing the ~ntroduC?tion Qf ~, ~. ~:~ t-
/ A ll·'I'YV!<t.t.ovl(~~~,.t., -" 1 t T . 

-.- I 1l ~ C.....·VVllo.f .uJ S"j-.~> <.>.~ .. ; ,__.. 'i \"4'"'-..., • 

______ _..... 'l'ne atat8ftlents by/\Ule socialis countrios vero nn tamillir linea. 'lhq · 
mentioned the naed f.,t> the olimiM.t.ion f)f restricti,na on t:ast-Wost trade and 
the admissiQn\2~ l.tr1~~l._~\ieh _u~ b:ast Uerrilllny, N,rth~~r!a• -~o_rth !~~t_n~ .t! .: 

~--· , and l>tainland China. to UN~tAQ;;> ~i~agiiilto ccmtrnui "l:ti policy o 1 • 
;;r::...~ crodita a,t.endod to t 10 ovcloping countries. It va.e willing t'l o,..nclude v~s 
Vf"·---· \c,.mm,d1ty stablization agreements andrexplnre ,ther f'>ms ot cOf>peration pro- • ' · 

vidod that the devel..,ping nat1,.,ne war ready t, grant eacialist c~unt-r!ea 
Cf"'nditi,ns nn lema .t'&'fflurabl~ than three granted tl) other countrie~-- • 

JfL c~~- ..c..M. 
P()litical pMblems ar-!lSO in the f)Uree ,r, the r-enarr. in FNA~with 

Cuba, Israol aad South Africa. , 

' . 
. ~ . 

2e. End Feb1"US!'7 positi,n~ · · ·. ' f~ ~~- \.., 1 

It can be said that at the mid-wa;r p,int ,t the Omteren~ _j tangible · 
pl"f')gresa has been rGC"lrded except f,r cnnsul ta tiona on shippinf~ • "")ft gerusNl . 

~5)~h.e.-pro~ef.»(iings ot all Cont~aittoos and W,t"kintt Orftupa c,nsiated or general . 
. statemants-::.r <telegates of their ~ g"vern."nent•s views. These general 

statements did n,t carry the aubjuct· metter further than the position at the __ 
__ start ,f the C,nference end pl"')v~d very timo•consund.ng. The dovel.,ping 

cnuntriea based their etatemont~ essentially ~n the p~posa~ contained in the 
Algiers Charter. Th~ develnp~d c~ntriee gonerally did n,t appear t" regard the 



., 

- J-

~ . 

Alglera Chal"tor •• being~-.l!luttieiently realistic ,/starting point tor 
ne~t1at1~ns. T~ aceelerste rec~nciliati~n ~ a vide variety nt issueaJ 
&'>•called "C,.,ntact Groups" wer:l sat up. l~ven these Grout~• are fairly large) · 
owing t«t the need f*lr balanced geographic rept"eaentatinn. Ape l't trom &hipping, 
n? pr,.g,rress hao been ruada so far in ny o:t' thesa Contact llroupa. Even the ..... ~ ·-- • 
Contact uroup f')f Cnm.:d.tto~t II on preferences., whic·h was the ear-11~9~ ~ 1~¢ 
sat up, aeams t1l have rallched a astolemate. It is evident t.Mt tho real 'IMrk 
of tho Conference atill r~~iina t~ be done . 

3• Organization of the Cf')n!o.!.!_r:_~eJ. . 
President: Dinesh Singh, India, assisted by 27 Vice Pre~dents 
f~p~rt~ura JnBo Ant,ni, Bncine8 del Pandn, Pora. 

Committee I (Comilll'dity Prablenas and Polioies)a 

Chairfl'lflna Djin M,nar OUeye, Senegal 
Viee-chairauma Vledmind.r Rudolt, Czoomsloftkia 
i\np}Y)rteura Yet" Beng P.,h, Melaysia 

Cnmmittee II (Exl)8neitm and diversifiaati.,n or exports ot unu­
taatures and se:rai-manuf'aoturoa ot devel.,ping c~triee)a 

Chaimana K.w. R1&n, Auetral1a 
Vice-Chairman• Christ~phe~ Mus~ke, Uganda 
R8p~rteur• Akhtar ~od, Paldetan 

CflrMd.ttea III (Gr.,wth, develftp!l8ll~ finance, aftd aid)l 

Chairman• Jec.,b &verts, Netherlands 
· Vic'!-Gha i!"!Mnl Lal Jayaws.rdena, Cey-l«m 
~~pporteurt Jnse Antonio Palaai~s, Onatemala 

Ct»mdttee IV (Pr~tbloms ,r devel.,ping Cl~untritta in. regard. tG 1nv1aibl,ea 
including shippina) a 

Cheirm.ena LuJ.s Paul4J Lindenberg Sette, BreaU 
Vice•Choirmans . K.rzy:tatot Da'brt)Wk:1, Poland. 
It.apporteura o. Ueyman, Sweden 

Cotmdtti!e V (Trends and problems in w.,rld trada and develop~~~ent)a 

I' ., 
Chairman• Jan.,5 Nyergea, Hunger, 
Victt-Ch~irmant Erich Schmid, Austria 
Rapporteur• }hM.mad Zaki Shafe1, United 

Arab Republic 

.... ' 
. ' ' . 

·. .. 
tl ~ ,. 
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'!,<>•'!1111 oep I • <'!!"rld l"<>'>d Probl.., and r..n•t•r ot. 'l'echnol.,ll7) 

Chai!'mtltU Mr. Dominp Santa Maria*(Ch.ile) 

Vicet Chair~nl }(r• Petre Tanaeie, ( tto:unu.a) 

Hr. Jens lristenaen (Denmark) 

({'t"ade gxpenaion end ltcoMndc Int$grati"n antOng 
"!.,rkina Qr!n2 II 1)~~tveloping Cnuntries .!nd .Hpeciel !hmsureo !or the 

~ea st D~vel~ped Countrlee) . . 
Cha ir:d~lnl ~1r. H . ~i .A. Oni"tiri (.tligctria) 

Vice Chail"'!.nftnt Mr. lt. lavaratnaa (l~laysia) 

Itapp">rteurs 

Wor!d"'i O"""p III ~oial P""bl""" ot the ~nd~okod c...t.ri.) 
ChairMona . Mr. Mo~>baJmed Ali Aghasai (Iran) 

Vice Ch.oimaru Mr. VladW.r Pavera ( CttecMslo.alda) 

napporteurl 

. '· 

" . 

' -· 
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Corum it tne 1 
._ -· 

; &.-. ' 1\ . 

COClcnf.ttee 1 wa& aet t'f) to c . muf.~er o~coca 1t0m4 Coomodity 
I( 

Prob le:11& nnd l'oUctes with t hll follm.•!ng sub-1tf~l .. s: ·-··. _ 
~ ~ 

General rliscueuic~n on t ho 1111.1in element• of 

commodity pot !cy; 
(--- ---· .. - ·- -- ... 
(b) Bas:tc pr!nc !plea ant! gu!<le Unes for pricing 

poU.cy de s ignoct tt> .;, chf eve t h" highast poso1ble 

_____ or,erttt.~on .. n.nd ~in .:n(.~ 1ng_ ~~-- ~-~~~~t:_»_~oc~ ... ~:::~---_) 

t('c) P.ole tmd ftn ~.\t~cioe of <!t.ve re1Ucat1on progrftD'IL.'IeB' 

problema arising !rotll t he d•Nnlorm-ent of aynth~ttca 

rmd eubatitute:•t~J -, 

~&Y'01!r.te fur ~-~-~raUeation I . 
a~ cxpons1on ot 

trade in cor~tu:o<'ities of. 1ntore9t to ()t,.>Veloped 

·countries. 

As of thte date. the Com•.ttt&e has c~l ,· terl the ~1ecues1on of tte:111!J (ft) 

to (c) oi tts agenc:!s. It h o9 nl0o D~t u~ a 23•m<"mber ~ntRct Goup ctma!!lt• 

ins of re :~r(· aeo.ntstives from t he 6evdc,ped , devc~toping an<! soef.aUat countries 

to start neuotin.t!one on poss i blt• points of t.'.&reement. 

~ 

: I . ( I' .: 



!n the general dtaeuseionJsugee:.;tione by the Seereterf.at coneerntnQ 

the gene\."al aupel'Yl&ory role of f..,~Cl.J\t, tn a ll conlnlooity OI£Ltterl.t drew com• 

ascnta from some c:!evelopecl member countries. t .. 111lf~ r~ogni:dng thttt ttiCThtJ 

wae a propr·r forum for dtacussfon of oll coromotltty matters, they etre ssec.1 

tho very usefuli'Ole plsyt3d by t he l'A\) etuc:!y groups nnd by the Commcx'f.ty 

Councils and questioned the need for t.r.tCT1\!l to exnt control over fnfol'Ulal 

COUI1tlodity agreements such ee those reached by the Ff,O study groupe on jute 

end hard fibres. Such !nfo~~al egrceruenta hurl their own advantages over 

more formal ap;•roochea and could bo extended to other products. 'l1lere wns, 

however, general agreeruent tha t an antrual reviaw of progress tn the field 

of c0CKI10dtty etabUb:ation ancl other arro.nne.nente should take place t n, ancl 
fr rnr~ s;;ct9 ro 

be organtzerl by, UNCTA.t). 'tmr't~C'&rprorrosed-~·he Secretariat 4lt- estabUah# 

~ff&{ a set of principles anf3 guicoUnea for <:ollltnOcl!ty 4greemcnte was OJ)poeed 

· by developed -countries and \185 not C:(•nsidered "J1' a priority subject by 

developing countrie». 

Aln,ost all epel.lkers exl:lresse~ r eg!'et th11t the Coeoa Agreement had failed 

to materialize and requested a prompt resumption of eonaultationa .wttb a view 

to reconvening the Cocoa Conference 4t the earliest possible date. A Ume• 

table for future dtacueeton on epeciftc C~l~odtttea le under consideration~ 

and the develot'ing eountrtea he.ve tncl\Wecl -cocoa, susar, uUeeeda, o!la end 

fate, natural rubber, hard fibres;f' nnd jute in their draft ection prosram. 
i• 

Discussion on pl'fc!ng policy centered ~round the four pointe made :In 

the Algiet'a Charte) a.-illy t hnt "the main obj<...::tives of pricing, poUcy should 

bel (1) elimination of e~cesatve prlc~ fluctuations' (11) the highest possible 

eamings from the exports of pr!n){l.ey proeucte; UU.) matnten~ce nnd increase 

~;~ '.' . • ... . 
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of the pu~ba~tng power of the p~oducte exported by developing eountrtee 

tn rotation to their imports; end (tv) that cleveloped eountrle.e under• 

take to assht ln achieving more etallle end higher pdc:ea for unprocessed 

and pro<:osaed commodities from t'evHlol.>ing countt'ice by applying adequate 

II 
dotAestic taXAtion poUct.,e. !.:hUe c:!<t"Vdoped countries hac! no objection tn 

3, 6-~ t/ 1\{1_,.., &-cluG:·r:v.) 
principle to the Uret two f.lbjectives , tho validity of the third objec:tiv~ 

1 , ctl', " · ,: f· " (V_ ~- bv 
wo• quenl:oned by B~~m--"~Wlto. WtU:J\.INI against ~-.atabU1rifts. pr;ces o.t 

levele which would dhcourage -consumption O'r encourage the production of 

e}'nthotics end eubstitutos. On the four~ prind.pl~ a en,all nuntber of d•w~ lo['ed 

countries eto.ted th11t they '"'ere 1n favor of steps to UberoUze COIMIOdity 

trad~ but in aenerat their comreents wur~ inconclu8ive. 

On buffer atock operations and finc.nctn~, c!evetoptng countries recog• 

nhed that buffer stocks were onty cme atnong various techniques of rennet 

at4b:tli2.r.tton. \.'hen such a technique W.!!S o.prn1prit1te1 ~ international 

financial institutions should part icipr.to in the pr~fi~ancing of buff~r 

stocks J> 1M. a potnt wna rept~ ~H ed by el.h.Ch speaker from the Group of ''77 
11

Wi th 

some var1ant~such as a susgesticn thnt bu!fer etocks ehould be finance~ by 

grunts from t't e lBF.D and the UIF 1 or tlhe -.gt;ell £.;m that the IMF should pro• 

v1cle t:esular finllnc:!na) aa well as prefinanc lng, ·~buffer stocks. A e.aatl 

· ~<=> ~--\l·~ 'i 
number of speckers su~gested th4t consideration ~ be given to thew• . ~'-

jjoatieawef tbe statutes of internntionsl ftnenctul institutions ta e~~j., 

to ent'l.ble them to provide f:t.ne.nce directly to buffer stocks aseneha. The 

Chdnum of the Intern4tlt>nal 'fin CO\lRCH 8t!l. tec! thnt lt would ba more 

oUeettve and u:ore ec:onordcl'\1 t o ffn £1nco bu!ff'T t'ltocke throu8b a central 

tnt • rnationd agency. ' I' j 

'~ ' · .·' "" 
\ .;- .. ··~~ 

J 

/_) 

/ 
I 
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''· The grea t majority of dev~loped countries avoided ~.,~s ref• 

erenca to tho ep~iftc role tha t t he I'und could play in the pre• 

ftnm-:ctng of buffer stocks but mentioned the r<~levance of thf.e 

matter for th~ &nk/ Fund etucy. 'l.ltr ee r et)resentntivea took the 

view t hat the Conference shout<.~ wi t hhold judgmt·nt on tbts question 
~ 

until tho reaul]l of tha t brt.-/1-'und .coa\ll\OCity study e.gre ,.,~ to et t\io 

last September bectu~te avaUa~te . 11· e u.s.s. r. . expr-essed doubts 
\b 

about tho regulatory function of buffer stocks; tn ~ view buf• 

fer stocks were ooly · of U mited us~ t1nd bbw' stress should b4t laid 
. O<..S<;,~ 

on long•tem bila t eral trade ugTeeu'on~gtving ~of access to . 

markets for ll known volumC'l of llrocluction. at defined prices. 

Host <!tw(j loping countries emphl\shed tha t tho ma.n~gers of buffer 

stocks s hould be nbed t<) intervene , both f.n the apot and forw4rd 

matketa.j)· 'W~~ \~-three c.'evolopcd countries Wli) I'C sympathetic tel this 

View , one W41S opposed) and one Cons!rlere~ t hat the need for SUCh aft 

i n tervention s hould be dectd~~ on a c ase-by•case basis. 

' 'J 

, I '· 

I. 

/ 
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The l~ea of a~entral fun~ to be created for the financing of 

existing and future buffer stoc.k~j:::s op~,os~ by several developed 

~ountries. Al,~eugh -rhe creation of a central fund !a not included tn 
s,~ 

the Algiers t~arter1 (&everal epe~kero from developing countries edvo• 

eated the need for aucb a scheme .. though not in a coordinated r.uanner. 

Nention was m&c:la of an jnternationRl } ':!nk for bu~fer • tock ftnanc:lns, 

an international commodity fund to support and &tubili&e rrtcaa and to 

finance . divurelftc:atton, and an International stabtUzMt!on fund whose 

resources would be provided by producers, consumers and tntornn.ttonal 

ftnenctal institut ions. 
C.. n~c t.) ;:,, .- f 

After tet'tflinedMg consf.C.eration c:,f buffer etockf operations llnd fl· . 

nanc:tngT end of pricing policy, Cot.'llnittee t atartecl diec:uesion on the 

'problems arising from tl>e c:ompetitf.on of syntl1etics and substitutes. 
C"c·Y ~') ~ 1\.. 

The developing countries repented the arguments tne~d in the Alstere 

Charter end ~expounded tn the Secretariat document (TD/8/Supp.l>. 
I 

nte developed countries took the view that the~problem~ot~-,etiUieft--£•ca. 
l~~ 

l!lYnth§.tlcs end aubatt ttateD was lttrgely du~ to technologic31 J.'!'OgH88 and 
IJ'( 

that nothing ·could . . 't elafte; na&" should be dono to stop or to slew ~~1ft ~· 

<tocmeleg~ progress wht~~ to some eKtent, was ateo benef1etd to 

rleveloping countries. ·rhe solution vas to be found tn tncruased pro• 

duetivity, trooe promotion ~nul research for new uses of raw mat1.rials and 
I 

in tho dtvorsific:ntion of proeuctton. A pro~ooal by India to cr~te a 

special fu:M! un<ler the auspices of the tl'NCTAr;, to expt1t1d research tn the 

development of new uses for natural productalrccctved wtde support fro. 

developing countries. 

(' ' ~'\'I~~~ . . 
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The Committee ~tad one rut.Jt~ tinu to tho C•1nsiderlltton of the ref'>C)rt 

of the th:lrc! ecsdon of the ,S't.ut'; Guup ()n 6ltseede , Gue and f;;t..e., helc! 
a...r h....t.~ ~ r ... 1\..,\ r rt;. {1"1 ~.a..~~ 
io fAt''- t.ocie , frm i'ebt-uary 12-13, t qf>h . Thn repott; ~;; ewttbe:e COilli'enBa• 

t~'t •. 

tory llrrant;eu.enta Unc~nc (J>d by ltw!eo or by budget~~ry funds tto on•• ..-.1: u~ 

po&o!ble techntquof of market etebU h~l.ttion for thts sroup of producta. 

A-- 11le dtecuaoton \or49 short untl c'e .~ lt only w:Lth proeec.1UI'I1l matters. The 

a.et up on~ hoc ti!-ICfAD body to rllf'!al vith otlch·o~s, otle t!nd fats without 
t-t~ ~ ~~- ,j~ .I 

prejudice to tho work to b <- pureu~ by the 1-'Al> etuO' l.\io I'OUp tteelS,~ t h ia 

matter te not yet eettl~d. 

\lith respoc:t to cUveretUc .. tion, the developing countdeB gener r. lly 

tollow t'~c' the suggestion tra.c.'e by the UNCT.'\n ~..eeretar!l\t thut high · priority 

~te be given by extstinu euurccs of "ev<~lOJlrn{· nt flnanco, ineluc'lnn the 

ll~I .. I', t '·-' sup, ort ng th~ C.tvet·sU:1c.-~ t1on plane of , those countries f aced wttb 

'tt~ I ecute diversiff.c:atf.on problema . ·n:cy also favored the eatubt Hlhi~ of srE<i· 
I 

fi e rliverstUe.<Jtion funds "':lthin the fr.Q!Z!~Iork of an 1ntemo.t1onltl c.:ood'l.l)(.) ity 

~ree11.ent , ao . in the case of coffee , end of a c~ntral ,tf.versif~cation fun<!. 
tU-. 

~ All cevllloped eountriua r~:-je<:te<1 the euggout1on of d1veretfic:6tion funds, 
f... 

S~rt. '-
a lthough they supported the l'rindple of inetuC.inr; d£.\'lllf&it£•~•"-" funds in 

Bileofic commodity orrl.lngements, ns in the c:nee of eorteo . 
A-fx....:Jl 

· The eocSaUst countries g~nerally supported the -..1l1~rt~r .,, Algter~ but 
. ' " J 

expressed their pre!erttnc~ !or long-term bUateral eureewents ~a a eolutto:'\ 

to <:OfOOlOClity problerue. They nleo erophao iz:ec! tra«!e UberaU.zt~ticn and better 

llCC:esa to t~e markets of the c!cve lop<:d ma.rket•t"!<:onomy eountriae for eXports 
.• 

of oll · priu':sry produeet's. j· I " .... """' 
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Numerous references \lare Lt~G to the !l4nklf'und at udy eor.miaaloned 

at the 1967 Annual l'iecttngs . r)ot h C.ovdof'ing e.n~ develop('d countrtea 

expres sed the hope tht1t it wou l~ contribute to a eotutf.on of pl'esent 

·cou~ity probltnns . France tH)(~ tt number o! ~evol ~ptng countries ~sked 

t hnt the study be tl'tmsmtttet' to lJUCTAD. ln response to tnvit~tions 

f r om Cocm:nitteos I and 111 . the Oa.nk and Fund rcpr~sentatlves outlined 

t he poe t Uon regarding t he etu<1es on C:om'Jloeity price atabUb:ntion 

fo tt c:>Wing the r.to re&olutto'!)wt t h M i nc11C: c\t1on thKt the . ataffe were 

airning to have l'eporte prep~red i h t 1me f or c unstderatfon by the Uoard~ 

of Governors llt the next Annu~ l l!ecting . (Stntar.c:nts attache(!.) 

A resolution tntt"octue td. by I:l'trnc e has not yet been conddert"d eithe r 

tn Cor«n1ttee or tn tho t_ontnc t<J'roup . lt deals with the llank/f und study 

l:!nd with consultutfons t o be ini t iated with a view to fostering the 

fr~ntng ot international arrang~: ents on specif ic commodities . Tho text 
{v. 

of bbts draft resolution t o urrenv~ t o t hls r eport • . (See Appendix I.) 

'· . 
,:. I "'' 

. . .. ~~' 

: .. ·.~. 
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s. ~ _c,mmitteej\J} :_, 
II 

~JtoJF9i~ c,mndtteetl's in charge o.r •ttenda items relating til the 
eXP')rt o! rnenufactur~s end Set!li•ml!lnufactnres 'lf develf)pin~; Clluntriee t~ 
devel,.,ped c,untrics .. ~~... ~'he Committee's agonda c,neiste of t.hree 
t,piesl 

~. (a) )Preferential llr tree entry ~r exports or manuraoture• and 
semi·manufactu.res of davttlllping countries t,., devoloped 
countr16s' 

((b) J/ pr'-'~~e~f.,r t.l1o liberall~atif)n end expans1,n ttf trade 
in manufactures and eemi-monu!actures of intarost t~ 
devol"p:img C'luntrieef ~~ _:> 

~) ~asu~-ee . !',;~:-;::~:~:~. expansion and diveraif1eat1,n 
1 of exports tt! mtllnufactur~!4 anc semi-manufactures. . (;,t ~fj 

' 0) (v.hC.. / . ~ 
The C,.,nsm1.ttse has cos:tpleted ~ exfl.lll.inati~'>n ot the first"items-~fluitB/' &ren,M,. 

"Qle G&mi:d:tteeta.ibcuasion ~Me '*'"l>i~ was ba:!ed ,n tw dQcumenta, the 'Ch.Drter 
· 4)f Al1~iers (J?art II, . Section l3 ) and the hep"r~ ~!J.,the ~1peciol Oroup nt OJ~CD 

-;l..... f)n ,'r'rl!de ~l.?:_ the Dq~~l."lpi_~g Countrie~ . 'Ths ~~ d..,c::um~J~nt lists the domande . 
<i ~ , \--ir -uilit w~• at "'i'a=th~~k,... the p,siti!')n ,.f thll devel"p~d countries ~ 

l......- I } ~ in r$gard t.., the ganerill ;?rinciplo f>f a syetem of temporary n'ln-discriminatr.r;r, 
~e.."" n,n-reciprl)cal, degresttive ~~;anoral preferences for th~ expt>rt6o! V' 

r:> J'l manufactures and se!'ili-manu!'n ctu I"CJ!l ~eveloping countrioft • The !oll,uing 
are the main points emargina from th disc.U!3.:t~on& 

) 
) l '"1 .,.N\'\ ') 

..,. Product C!')Veragel \..J_ .. ~-·· · 
The developing CI')Untries criticized the OECD Re~rt for n..,t including · HMO(!:! sed end s~-pt"!')-Ceeaed egric:ul tural prnducts in the initial list ot 

hA. product'S), c,vered by the 8ehmne. Thoy drew attention t, th0 foot that auch 
~ pMducts ·aec~nted !ttr 20;~ nf th" exn,.,rts ,f manufncturee and sold-nmnui'act.ures 
~ tha dev.al.,ping eountrt es )and th:~t Duch products were especially impot·tant 

/ if" the lesst mdvanoed deval,.,pinr, c..,untriell wore t'!' booe.f'it fr..,nt tha systa:.'lt. f The devalt:>P·~d .~untries stated that the phrase rtr_,ther pMducta ,n a case-by-
. case bmsis" in the O~CD !'epnrt was n..,t intended t3 procludca the inclusion "r. 

processed and semi-processed agricultural products 1n a scheme Qf prefor~n~os. 
'l'he main probl tll11 was that they had n'>t had eufficiont. tilne t., cona1dor the 
qu~sti"n of (,l l!ricultural prt>uucts in detaU. 

' _., '*f' 
ir .2i Durati"'n nf thl!t preferential ~chelM~ ~ r'l"-~ . 

In their report, the OEGD countrien had et~eeed that the scheme vae to 
be temporary and degreesive, and suggested II: ~od. ot tsn y®re, subject to 
review toward \.he end ~'>f tho poriod t? decide whethor thet echertle aht>uld b 
continued, Wldificd ,r abolished . · In tho fCbartor, f'lf tl:~;r,1~r,., the Oroup o! "77" 
had suggested au initiel peri'>d o! tw-e!lt;n' yeara. The dev~.,ping oountries, 
supp-:trted by llhlV6ral devel,.,:poo cnuntriee,t urged that tho schema should lust 81!1 
l,.,ng as was nace-ssary til nchlove itB <)bj,)ctives snct, in particular, w tacUitate 
inv~stm.ent in and 6 X[)Ot't i'r"''' t 1H il •'•f ,"1 ,.., , 4 ,., • Cl'lUfl1 riee. 



l . • ~-~~-·-·~'-----.. -- -- ~- ·-· -· ---

- 13 -

Th8 developing countrioe expressed)( o,ncorn that ths list , .r eY.oepti,ns 
in tha sohe!4e mi ~~ht. betc'lm.e tflo l··m,~ . Thuy ~Sugr,eoted that prtltttotil')tl by r.taans 
t)f safeeuard meaaurefJ was prsfer!.l blt3 t"' ttb initi!') protectitm thrnugh a eyatem 
of excepti'lns. Thoy &l9tl comsidered thntduty.:fiee entey wa Jllt)re desirable 
than.reduced duty treatment. 

'btJ.J. -~ 
Tho devel~ped Ct)Untr!us ~ that it had n,t been ~sible !or them 

t, eh~se betm~an tariff quotaa end escape clause aot14'Jne 'l'ney e gr<}od th!!t the 
list "f e.:tcepti,ns oh'lnld be kept s s short a" pooeible 11nd added that 1 escape . 
olnu~e actil1n '~8 ~">und t, ' be invoked. spnrin~ly in tho l!lystom of pra.t;hranoes .. 
~·-m:mtbtw-tf.!-~JJ.s- /.frr""' , v.,.--....1~..)1 JV . ~ , 

I ~..\-- . fC.~.~-'') ...,..._) 
~~ Spact~l p~isi,ns f.or ~h~ least advanood ~ 

~~vel,pin!'{ c2untri_!~s# ' 

Th~ ~,~~tttee appoarad unanirn~us in ~a r~eling that special meas~res should 
l:)e intMduoed t11 enahl.a th.a lons t IHhroncod d~vt!l;;,pin!~ c•mntries t., aocure a !air 
shore of tha bi.Hlefi tu Aeoruiw~ fr')Ia a syatom o! gtmeral preferences. 

The d~veloping e"untrietJ ernphns iz.ed a ffclill that unless prf,cesstbd and serd­
pMoassad agricultural product:J '\Jolra included in the systart, the least advanced 
c"u.ntrles W'>Uld not dsri.ve i n1::uxliatil advantai;~}f"al!l ~he ey.s\&lll. 1'hey- also uaid 
th<.tt.1t.ha escape cleuse ehould n...,t, a:s fn co as ;n1!'1bl~ be applied t'l less 
co1~1potitive exp?rts n! tha l e3s"t d.uv~ .. ,poo countri6s. J..'1.na.lly, they prop,sed 
tllat the devoln.P'~d countr11ils end 1nte rnati<mal financial institutions pl"(')vide 
technical nnd finr~ncial a:3si5 t.;anes tl') tha lattst advanced cr,uutrics t~ ono..,urage 
th~1r axp~rt industrie~. 

1~ha d~velopsd c®ntries enid th~t, in a eRsa-b:y-ease 
and semi-pMoeased primary pMduots, t.he speeial. interes of the l <H'Ist devalr)ped 
e?untries Ct)uld be token int~ ao~unt . Further, in r egard ~ the durati~~ of 

_ ·1the s:,~~?.rtt . ?f,_p;-~:f~.~P.l~~s, ths da'tel,p~d CQuntl:'i.es umuld maintain a floxible ... ~· 1 JD.ttituda, anu dQoi-si"ms ~~ :PI:ll~~ escape clauau acti,n sh.,uld be taken with / 
a~-<-·.r ' due r ot;ard t., thll situetion 1n th'lso cnuntries. Soi!lt! devel,pad Cfluntries, 

' M W 
h'lwe~r, stressed thll naad t, da.fina~tha least ndvancad countries oefllre any 
dec1:31on could bo made '2-:r:t .tl}e special en surds to be· ta.lr.on in their !awur. 

GA. 1./ ~ ~xt:sting 1nd reverse prc.f'a.ren:tial. ~ """" 
arro:1genumts t 

f:t- P~. 
~ ms,1orlty ,.rACrtmmittee -Me!~ agreed that the general pret~erence system 

eh.,uld ensuro nt least equivalent s dvnntsgeD r()r the devel,pin£t ~untries which, 
at prQsent, enjrayad preferenoos in certain devel.,ped c_,untries. It vas nevertho• 
leu rec:.,Rfli~od that at tho pruoont star•rt ,f the disc:ussi'ln it waa imp'lssible 
tra say exaotl7 bra'W 1'ar thet ganeral sys tent 'W"1l2ld be capnble or p~rlding ouch 
s dva nt~.JQfl _'--

~~c:=~~:::·~&::::;::~o;::~:::::::~:!~E:::~~e::p::~~:v:::::.~' 
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countrla:J tav9UNd thoJ!s" abolit:!.eyn while 11 rauc~, auppo:oted by a~ Jlfrieu 
c~un\..ri.t)s1 thllu~)lt.. tbst. th t3lf 'W!Or~ ·>!' uoe~>ndar-J imp,rt~nco and sh"Jtll~. ba 

.......... 

• aetU~d ~iOl.-... thiJ d!iY.Jlf)p!id OOI.Uli.l'!..i2S t.h'.1!lS~lv·aa . ~ 

-J \ M Y,th~r a1gt:~l~nts b~_lha £'!1,t}!t~ l. ~;.:~t .. Gr.s w"..r '0 rcfert'!nee~t--- ($:.A .. ~- «tft~~ 
~-~------- ,___.,.,.,- ~ ' 

Bae&uGe tt! th~t nh~rt~ t,;<t ,t tirJ.~,... ttn~p.N~~ t., err1V$ .. JtJ;..~l\t!l llgN~Jti.ltnt. 
in thtl '1(..,ntaot ~uptt on thll b.n .>SJ..,e-~ucs .tlich uert.t ~xtl'asod oarll~l:", tl\G 
COil<lii"t.toe d~cided t'l C"lu:}iC:IJlr~: :ra~~ining ~ qoo~rnl 8(!Ut:l'l0 flt 
prefe.r!JttC•fHl:J t~l~. !!1~ ·~xchLn~;r.a .,f v16w~ ..,n thtt~O t-:"Jpics( i . e . 1ru~t1tutil')l'lltl 
arr'<l£ltJI.t•Unta,. rulca r.! (>l"i,ain, d.(}nor Qn.d bon-aficilll"'3 c~trleo, nct.i,,n by 
ee.u.utriea vi t.b eijntl.".ill :r pls:-ru.:tcl ~c~w~~a snd. by develr•pini~ C':)UUtr1os , mnd 
'.mplCl'.ld!\tlltio:;)u.!ts vacy g~ner'Zll r.nd ~~1ro was he rd11 mny debate . !he ::-e -us' 
g.mt)tel nt:;.r()e;o.rmt t.h.tlt~ i.i!li.i'Al! t>!L"lUl.C aurHn•·'.J'i~Hl nr..d review th~ '.)prJrstion .,1: 
tho (i;t.:nerol a~nrtm11 tJf prcfer ... uc~~s, that. tluJ rul~s ·<'lt l;)rig1n $h:.,uld ba l!.lul>jlllot 
t? intornt~tir,nnl und~rfit.ant}J .. n:~ sn~l that all devsl.,pcd und d::val"lpin~~ e?UJ'ltr10S 
Cb.Quld pnrt.1cipat~ 1n the .myo.J~teli-\e 

6. CQlltln1 tt~JJ .~rl.( 

'th'l follrming • gendn ! ~~a veM 'tl\k.,-n up f11r d1scusion 1n t he ,.,rde!' 1 "~c.......t.':.~ : 
o::::tl:!IJl!ti()O.i!d~ ~·-···-----· ·---·----------------_, ------

,ar-·fncrcrc.sing: t:b.e flr,w !>!"' 1nt.et"NU.nnDl publia and privat e capitelJ "J 

rt;} !npr~v1ng. the ~;~;;~:;~:~n ~~~;~~ ::;;;::;~ ·~~~~---
~_.. ................... ~.-- , .... ...-. ... ...... ~ ...... · ....... ,.,._...,_.~ . , ... . ... , •· ·~· -·--· ...... ~"'"""''•'"'-.w~· ··, .... ,..~"»';:.J<•..-- ··----,,..~ . 

~·(i) . ! !a,?.t'9'11lli tb~ terM anct ~"odi ti.tlns ~! aid~ a!ld ellcviating t .. he 
proble:<\8 of external. 1noeot~noss. 

\.), ~.":!. (l , ' ' 
~"he ropr~sentat1'f'a8 {):: th.a •• :)·Jiwt 'Tgi,on and tho et.'wl'" S"-'ei~tliet Cl!tttntl"1os 

( oltcept YUJ;flalavin) ropeut>.!d t'n~!..r !-ltli3.Uiur vicnm that a d!l!lt!nct.ion uh,.,uld 
· i)Q !':liQd~ b~t,fGU.'l Sl'lci.alie t ~~ CO.J):l.t.JJ1..1st Cf)UntrioiS in etlru:d.dorin~ thtt 4SOftl4f ,! 

f("-.' ( . ~-OO'I<~L'!op:::wnt 5~!$!5t:ra;.o11:1 . t"f;~~:tli!) 1otano& \·13:1 t~ !)!)C. c1f1c pmjecte31 and 
ouJr'\ paym.;mr..a vel~e in kin~l .. o. , ,::- ,.,! V•"l output t"I'3Uult.1ng f.t"mn. the i~vf:jM_.m,.-,rta • 

• ~--·- . ·""""",. ~.'!· l-· . ~ ..... ~''"" \ 
!he repre:u~~tat1Vi!l!. "-f' the d~vol")pinz e~ . .mtrlea t>!)ll~ally be.~~ th~r 

etatC!I'tents on th~} 1l lt;i~l"'U CM rter. ..5 ~!1 t1t' th.~ ~cod tho bneke!":mnd ._ th#" 
&id t.!irgllt ~f ~nra ,p~r cent (Ina Dr-~l~d tht~t this . .t)eck .-,Mund ostfjbli~hoo t. ~:t( the 
den~;r.:1.'1S.t.,r ;""&fer.t"ed t~ J1;l."'Q~~ n~tionnl pro:x.h~ct lH"Jitl. n"l')t ~t:'!t national 1ne~a8J 
in Utt::lir view a *~para to t,sl.re~~t .for ~1 ai(~ 11.~ ms oaUt!td for./ It. waa 
n"'t t')tlly th4 volume ~~ aid but i'b el~t·act.~r that w· a s: taqutirl.,.-t'\fhva~ \:.1l&ther 
~ tt~~ister:tee wtai!J in th.~l !l.')r"Dt .,f gnrnts l)t' lon~-t(.fna conce!Mional lo.P.ng o~ ,v-A 
sb.or-t- t'lm h1if!i interest, lr,&:~:ll j <W\ ~ ;U.~..~.."" .. 1

\_ ,.,._ -\~ 1 
' - 'f.~) 

'Iba represent&ti.vo 'l! Yu gt>~9.lAV1a, in psrt1eular. ~esbfJd the need t& . 
CIMlsiuer th.'3 real net trsru.tfcrs ">! reS"lU~caa\ to dllval~p!n.!£ countri&~ _. JMJ .;;., 1t11.~ '1 ru. 
run,rtir ... q,Uf!)l\ p4l;yment! n."ld ::- ~..,-~~f.f6 cepitvl fl.om>, aa vell lUI 1ntot·c~t etid pro!it ~-
remittances , ft">ll\ th~ le~'-do'fel~~Hlcl c~mntrlos\ ~ISM '19Ff &M.'b9tP.m:"n1. . stc....11 

a"';,..v~t 

S~eral etpr.d(fl!l~l'lf!ll ?! d.QVI!lr).p:ing c,untrltJs reOI.')gni:ed thl!tt th~ devel~P"'!lt <TV· 
'.If. their ocrm!'tl'd.~s 11rns !pd.r<t~lril:r thd r mm retH>-'lnt:.~ibiU.tyJ a~t. thr~,.,_ 
qu~ ex• ev.en more of t he resources required' f i ' ' .. • ''"' ~ 

or nvestment were raised 
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d~eat1cally. At \be uame t1mut tha devel..,pael'lt p!'QCI"D ~MUl~ be tac111uted 
by th:ll t:r;su!Ji'ttt' 'lf res~tlrcao .!'r'C'I:..l th·~ rich~l" cou.ntriEts. Currently 1 in th:~ir 
Yim-.r, thE~ 1nad1'!().ue:ey o£ ext~rn.L1l r<itlfl '.)O.l"ces ~~~ a neri~ue conatra.iut <>n tnd.r 
d.tJvol".~!~nt tol!.'f~rts . 

A nu.!ll!)J~ *'t dovel.,p1nt.! c..,ur1tri~$ were !acing a attvoro debt J>rtrlblttnt. 1.t.. 
p('t)p..?rti.~n nf d~t t~ervic~ to f1~3a capital fl,rrs w&» high. Oommerc1al 
cret~it~J, ~n t•nthcn· '>tl~t,uu t;anl!'l..,. 11\:3 well nu. tha tyi.."'lg of eiu, ~era c~L!lp·:"AlndinB 
th~ir c-.1f.f1oul tit)S. i'he d~vcl.l')j>int.t c:ouu tri.os unantmua:~ly llrt~ttd. tlla ~o!tening 
"t .aid t~r:M, tho r0LI'\U.ati~ ~:r :mppll~r"s' cl"edits, the uut..yi.."lg ()f' aid, awi the 
ehatml'ilin.il .,f aid t~ a i~t"et.t$r extunt. thr!'Jug~l wltUf<ltaral. inat.it.ut.iQtl.S. 

l.ndta ~~ed to 'Ma~.U.hRll i'~.a:\ E!i<! ·~e:ma. t/) the ettU.ntr1eS of !l:'uro~, in . 
. P!rl:tcula~/t~-~- ~p~a1al f tmt,Ul'0 in ,'< <,) 106~\8 t"l th.c.t mr - the S4)•C&Uf.\d 0 ilioque.• 
clause, 1.~.lwaiv~r of inture£Jt. pllY1Jl(tnt9 wht~nave~ th<4 debt.ot- C()Unt1.7 !acoo 
b~la!::~~q-">f'-payntmt ili..f!ictU. ties. ln I.~~. :ia'!) 'liou ~tuch a p'i:"llvisi'311 'll''loU1(1 be 
t.>n9t rulC~~vsu.t try devolopiae#nt til'll.ilnce tnd.ay. 

''he rupntS.mt.at.1v<ta of· ~Jov~l..,~d C®ntries NJCQt;cUiod tb.e .ro.lo that. axtemal 
eapitllll c.<JUld pl~y in Uu. d.P.J·v_,l..,j?!::t . .mt, prr>o~~:s find. too na(id £!Jr eolartting l!!.id 
V'll!Jllle and b.al-..n'>nit.illfl oid t1U\>'Ln . .:. ~varal l!I,POk~nmen ret"arred to th.$ t<'!l.s")].ut110nS 
of tho!!t Unit!td Hat.i® . .::J auu ');f th~ •. :.AC O!'.t th.tUle .:antt~rs1 uoner~:.~lly endt')r.!lie(i the.1!, · 
~rui outlinoo t.hll e£!orta of ~ho.t.r )."e::l;).Jctiva ~oun .. trias til '{<J 1n tncs.e~ direction:. . 
In tho o-.,urse ~.r the di!Jcu.uelmlJ · ~ -~ • ··· · · "'·· ··A .ri.'-r!'.Jrdic ooul:\trhs, 
~ruHia llnd the Htrt.ntu·1~ uar~rht-~ ~l)t"thoo;.dng and a!l3~ t'o.s..,~.rd·lol'lkinl t.hntt . . 
t .a<t ?thor ol)}l~.l" C?Unt..r .... c~ . P,o~l}"ri7Ji:rutt .. 1d tt-.at the pr?p3Sod !VA l"Bple!!.lbh.ln:-:mt dCJ 
n~t '-l:l n still larg-~r ncal~S . :!'ho Uu·til.9.dands bad no difficulty vltb tho aid 
t.rtr--:!ets p~,P!l!l~ in th3 Algiora CMr-t.{)l) i."''lcludine a separate ta~mt .f-:.r o!fioilll 
oid. ira.uoe re.:f'nrred tn a r~.al criai3 in volum.c- .,t a:~:ti-3 tance, and 'lffAS ~r the 
Yi.flY.t tl~t t.hll) aid t.a-~.·get. w~.Q .a~~"'·dn~~ a U8uful put"J)t)set. 

tl!).,.. /((.~ r'\.t>..X ~ 
:,!ev«!!ral r~.;>rli'-lfetlta.Uve!f "'f/d"'n')r O'JUnt.dtHJ 1\Cl!'l\.Ud n()t, acc~pt {trt)33 n•tton.t1 

Pl'")duot. J!:s t!1a dsn'lildrult.rn" f.,:-{uld !1f;tt£1!t. they atttH.:hud p.artieul.ur i&port.e.nce 
to the l'l'le ot priwte in'9"~$tl":l'(}ntt ·the U . ~ . urgo]at.udi.QS ba undertaken in 
c •:>ot.b ~n thl! rl~Shttt and Qbll.gt~. ti'l':'l!J t)t 1nwst.0rs , n. r~J~cipient cnuntrie~lls . 

V 
t.b.e ¢ffll:lteququc9 ?!' dil."~Ct orivat" £~rai 1rrl ~nVO$t!lmnt. 

• b ((.,...t" 

A n'WI'IlJ+;er ot re~resent.:at1ve:s t»f (~l)l'l"~r c~untries OOt.phetll1a~d the luspti"tance "t 
doa\&8tic rGS-:)Ut"CO moi.lizat.itJUJ Stich d")~l/Utic er.t,rt,.,a.a Wf.'ll aa the ~f!sct1Vft 
use or extomll~ rc-:snurc~M. W"luld h&lp to i l'l'l.p:"!lVO thl.) c:lim!'lte {rnlitieal u11l} 
ff)t' aid in d;::'lntlr)ped c~)IJ.nt:t·1~ $ . As tor debt pMbl6ma1 u~ey c~uld only be dealt. 
with ?ll a coootry-...b;r•o'?un.tr"".f bn!iss it was @Ven. ~?re impGt'tant to pr-evi:Y.lt 
c.rit~~4l situation.$ !r()r!6 1iri~Sinl1• Tha r&:aporu.lihUity rastsd vi.t.h credit eivers 

~~ (\.; ~u tt~ recipi~nw. \<.'h.ilo th;,y eonerally agreQd that. \mt;in~ '1! aid \tlt\a 
ra'\blo in the pravaUing conditit)ntJ 1t ud.ght rmsult, 1n a reduction 11f aid 

wlu,-n.at1.lul batlfitnce-o.t-pS~Yt-1l~nt•) diff1et.U.tiou ,r Sf)zte doo.~r e~ntrlos hnd elso 
tQ ba tatc~n 1nt,, ac~unt. 

· -lh.ore Vtlfl not much Cf)~:.l~fl't. Qll C~l"Ci&l crcdite ~ • . XhtJ Uir t'8,Pl'OSMJ.t-• 
at.in, nwover. aa1d t.'ll! t t his :.fi~cl. roqu.i:.-ed turther f"zivei"ti~ti.,n end aulltgot.tted 
~hat an intG<l"()QV~rnmentel group W.tiht ~ uet up !t>r this .rurP"'"• 

S<twt·t~l re!'ero·nc ~J lltU'tl o11da tl'l tho ~".-,t•ld ;!J!Jn.k uroup b;r thu renr!~onbtives 
of developing countries in terms of the proposals in the Algiers Cha~ter. 
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l'he se queetiooe were <!eel t, with by the repreeentntive ot tt1e Horld 
Bank in a Gtdtemont til t he' l:: o.:1u - itte~ on l(~!Jruary l3 ( ottnchlf:d l·!ct-eto) • 

Tho pt"'posa t lll lt.t:!e by ! ·r • \•.'oods for 8 11 tr:md nss:h:c11 \./tfS itC<:ord~ 
conef.c'erab le support in tho Cetm"littf• <J. 

\ 
I 

~.tV ., ' ~~''t·• ~ :r.-.. 
'. . 

'·' 
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7. s~~lttee ty 

~ Com1ntttEe ~on Tnvtstbtes nnd ~hipptn~betc! 24 meetings, 

completed ~ cH.scuaston o~ anc! tl (1 or>te~ t"1o resoluUons on shipping 

watters , an~ beg(~n ~cU.scusaton on insurance til.M tourism. 
f+ ~ Ac~ 

ln the/1 C!lurte) tSf ntgterer clcvdoping countries ~d requested thn.t 

Sl) c:,-cific actioA s~~ be teken by LlNC71'.J)) in collaboration with tttll' 

o.nc.! t he regional economic coow11st:lioneJ to f'\Stabliah ntationlll 4nd regional 

c onsultati<m lll t'.Chinery betw~~ «·n shtpper~on thts oni~ han~ c\1\d ahtpownere 

or thc- tr lfner conterflnces on t he othi~!r, lftl n\..11\1 Such eoneulution machinery . ) 

would permi ~l~t_n~--~0~:;~-~'~) ffob ippesr![ to di8CU86 ~tters of prime 

1nteroot to th.,.., such ftF-ht rates, ltnu <:onferenc:o praetfc~ ond 

sc!cquacy of ship(ling 8erv!ces . r cvdoped countd, ~ t!t!lpt-ehlty ~ lllrge 

maritime nntions , whU~ agre t'!ing on t he ~eed to flr'()Vide for such consults• 

tion;questionad whetller they should be pll!lced unt'er g~t'm!l~~nt control)'~ 

some dele~;;otes stated thllt the \~' es t ;:urc.>pft.an eonsultatton DlttChinery on sh1p· . 
o../ 

ping could S <l tVe ae useful guide for t he orfl,Aniza t~on of '/,. consul tAtion n . (\ 

wr.c h ineey . A resolution 'vas t~b letJ by cev(•loptna countries inviting govern• 

mente of the ctnvolor ed ·countries to t e~ke nec~ss.nry steps to establish ep• 

prop date consultation m.nch1nory. A comp ron 1 se solution waa founrl on the 

baste of A rlr~_ft resolution oub11.1tted by tho Chr.irman of the Committee. 

/ 

This resolutio) ~s adop t ed Unl'!.Ointouely by the Com.·utttee (see Appencu x .II) 

recon.oende "That tht~~ Governments of t.Jtal!!ber States of UUI.."X'AP should urge 

I 
liner conf'erencee ••• to recogn12t: s hippers councils ••• and cooperate In 

tbe estabUs1,munt and effective f unc tioning of appropriate eonsuttstton 

machinery." 
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On the question of the level ~1d structure of frelgbt 

-conferenae practices. cevQloptng countries comr,latncd tlult 

sent liner conferences ~tvt~~were ~etrimental to their interests, that 
. . . .--t},i ~~ tt{ 

fretsht rates were not rela ted to transportation coste and thAt liner eon• 
~ 

ferenceo dcc$eteas on fre!sht rete increases were kept $OCret. The Secre• 

tartat was asked to undert4ke ~etailed titudtes on tho· f1xins of freight 

rates and liner conferences prdcttces. A draft reootutlon on that met• 
l I _,......,_ , 

"' ,, /'U.JU.r~ 
ter ~as submitted by the Croup of 77. It ealla for a ~~u• uae tn freit~t 

rates, a better spread ot tnforc11atton , the l"fght of obipplng Unes of 

developing countr!es to participate tn deliberation and cecietons of con-

ferences, tecln1cal ft5slstance and further etu~tes. Thts resolution te 

till being dfecus&ed tn the ~nt~ct ~p of the Committee. 

The question of~'fp~~lA.~ c.fu! expl!111Sion of merchant marines ~ 
in rlevetoptng countries gave also rise to divergences ~f opinion. The 

~ 
improvement of shipping services , equal voice in l!ncr ·eonferencee and con• 

. " 
tributio~tow~rd regton61 economic integr otton were given 68 •~~plea of ~ 

bcnef!~ that dcvcloptns countries e~'ected to derive from the exn~naton of 

their merchent ma.rlnoae tevl!!l nped cow1trtee expressed ~oubtf>~ J.:.&-.~ 
. ~ 

tha eBttlblf.ohment of nutf.onat tnt~rchant mt.\rines would ,.,,,reeentl the best way 

of solving tl~ alleged difficulties ft1c::ed by the dflvetoping count\"ies !n 

the field of sbipt'ing. They eL; phasieed that this matter h4d to be considered 

on ~ eoun~'k"y•by-country basis 

I I ~ 

: l , ._ 

I· " " • 
'1,. : .• --' 

t' 

....... 1( ·~ ... ~, 

~·· "·· ... 
• I ., 
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Inte!'nattonal ehtppf.ng lt"lntslntton t~ she meetings of the Ccm-

rutttee. Y'eveloptng countries recdl~c! the Prc;>Vision fncluded tn the ~t 'tJJ 

Ch~.!'ter of ,\tgU\tB that " l.JNC'TAD 1! s11ould f.nc:tude lnternatfona.l lh:lp• 

ping les1slation f.n the work program of the Conwutttee on Shtppl ng.u 

Tltey arcued that ~eeplte the multiplicity of tnternattonal or tnt~r· 

government61 or private orgl.'lniv..atf.ons cJodtng with ~aritlme law, and 
(\J.M_ f'-J. n~c.C 

the variety of legnl tnstruwents in fo J"c:.,, 1 \t'go gaps atft J Aiht-. !n 
"-

the ex:lot!ng lcg1Blat1on on n;lltters o! cltrect lnti!r~&t to cav: lot'tna 

~ountr1eo ,such ce charttt r parttes, bills of bdtn(i., reo'&'lne tn&u'&'anee 

and navig4tion in territorial waters . Tt'ere ves also a need for uni• .. -,c.,_ . 
fon11 interpretat1on of e~tstinu c:onvcnt1ons. foc!aUst countries of 

f. 
£ao tem t:urope fPtt atso t het tJ~C l', n flhould pl ay 4 coorditl4t1ng role tn 

5(,.~ 'i \ < [ ' ..(;, ~.(7: ~-
the fielc! of;.. le;;H,lo~ ,fiR-s-hi~~ a~ rnl\rlt1r-4e lew. 

~ t" t-. ~ o;_r) '-'- ~ (!2 \\ '\ ..... .. ce. -v...r 
l)evelopcd -countries -&t.Ate<i-U.a.~~y-pt"e:ferret4 relying on ~ exht• 

tns legnl practfc:ea tul~ it"'&Utut!onel rua.c:btneey) \lhlc:h ·hed proved .t-o- bo 

(iU!te ec:'equnte -\t'n tbe formul ation und ~\c.!op tton of new . le&al tnstrumonts 
·- -- -·· ~ 

as ontl ~hen n"eec.!od. Furtherrnor·,~~.r.:C!'rfl. l\t),<_Hntted Nattons Cornrlliedon on 

International Tr~e L~~t '·bcen .. cr~· ~ terl by the General Assembly 

to ~;:B~-~ over•all hl.1rr.,,.m1r::;th~n """ unifte~tion of the ln11.• of 

intern,\tionel trade including ehippfng. ·.n~c t~eerc-t.dr!at en~orsed this 
rt·U\J!U)tl (y ld. 

view_. but the poesib1Uty of a etsndif\::
1
Tocrcnltt(•e on .lnternationnt le&is· 

lation on shipping to under e c·ns irloration . 

.. 
I I • l · ..... 
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The last part of tho C~uuttte,., work on ahipt,inn w11e devoted to 

Yrrogr:ess ri!por·t on ~~-;·ll~ · ;;;;~i-;;;~~~pment 
r;,.. '~,».1-....... c....u.~ 

tmd tmp rvver.Aent. ~ s ecre tnt" f.~ t !t!t:"P',.' "'t.•t-•. r.t e~t!"'. -.o01u~t~t'=',,, .'1'11 tM!ftar11Hl~c~o""otoe<l~i:t'l"""'""''"'~.,.,. .. ,.. .. 

waa &..us~h~wt~M~ ofdht+w l!e!'!tlqonttt::ts ftr that mat:-te• · erte 

~~ ~ . ~-"" '-.) '\J,.~ J) r~IV). -· 
that tbe tat"<')l uwe fOt.:useCK! on 1 the!! optiu::iet,liL" o£~ ,.loU,IItc~h.-, j 

feveloped countrttl& e.nd eoctnlist countries gJ: C~"i''U\ 1/ stotee thti1r 
- --·····r--

Y"ei!t<.Uneae to -c:~Jnttnue to cooperate In those studies and to gtve tech• 

n!cal ass18tsnce and tr:atnf ,,g tn the field of port operation and cargo 

movement . Fr.pre&entatlves of EI<Xtle t! r-vt~ loi'lns countries eunf~eeted aet•, 
v;JC.I.) 

tin~ up a l!lpeetal fund for port ecvclo;,r~cnt and modomtzst!on, and · thet 

" 
exJstfn:;; f.nternottcnat tristltutf.ons O mw. lDA end jeetonalfevelopment 

. a~ 

· · ~anl\9) sbould te!~c"-gt"'eater interest in this ant\tter:. 

. In acd!t1 o tlB reaoluti~9Reb~tfon mcch~nery toned 

above copt.e~1GI:S'o unnn1m~o{y) a ~.oetUtf.on on ~ 
~ . ' 

o~ ~ rnactinae, o~tt<•o on <'~hip •• . 

turing t'tte last \leek un(.ler r e viclW 1 Cocnutttee tV began consideration 

of ~urMc:e ~~rtem. # sec:reto.rf.ut pttpe.ra were ct reule.ted denl tn~. 
<roa,,ec.t"!Vt:!lY uitb~ tbe division of ree~.,onstbtUty among tbe United 

r~ations Secretar!ct units conecn1ed with insurance quea~ton~ and '-ttt 

the aetfvtt:f.ee of the T'epartf:,t~nt of t:Conom1c and Soctul J\fft:ttn ln the 
fu., _ 

field of tourtem. Dtecueaton•ts stilt going on tn Comm1t~ee . 
1._ 

r ~ I , •. P ,\:~ 

\,.I ~~-
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a. . CO!?tmlttec V 

Ccmllf.ttee V 1 which W~\S set up to c''nit1<~er Cl&Utdll items undeY g'C§~ 
I( 

~~e~e~-·~n<:~rl~~r.:;(ic'!_ .. ~·.ndl .. vrtor:J"'1eo t •• -t~-tt:'t:t:l'!Wct~Or--'fCJ-f('flla~)-ete&-"9%(efH..).~Ir has . 

bQld 12 meeting& nn<!,...cfscus(H:d t.\oio a&en<la itcma: p() &tops. to achieve 4 

aroatar measul'O of llg~t1'1!1ent on pl"inclp l oo &uvenalnH tnterm~tl.<lne;l trade 

I'Glo.tions and trQClo policies conducivoi:! tl> dawlopment Hten 9(h 4; and ttS-

including problEr-4& of• ~st•West trade 1 p tl}'inB att•mtion particularly to the 

trade 1ntel'esta of developing countries and t.o.king into account ~ wo•:k tn 
b-J '• 

thla field ~ othel" United Nations orgamo, ; ncluding the regtonul econoc:ic 

voiced (iillnppointuu··nt tl1a t 
r 
~ 

the General and Speotel l'rlnclples ne~lpted at thg "'-st UNCl' t.f.· i7-.alwll bod 

" 
remained ltirgcly un1wp lem~ntt..'t~/utho · ·~h .-an~ progress had been mac' e in tile 

j.'lartinl nppl tc:Ation of the prind.[)lO& c\f . nonreciproclty in the Kennedy Found 

~~~· Gnd chnnge Aoccurr ... ~d 1n the £ttt1 tu(1o of 6)ou1e deve loped countries with r4'»S• 

pec:t to the question of prefer~nt1d tr~ ot.rnont of msnufacturea nod ae:•Jilb.""'OU• 
~~ A 

focturee export~t'eveloping countries . Tiwy un:ed that tho Confen'tlco 

.~ eaamine Wa'./8 0 trr~) l._f'·l!Oflt tllC~ f.rfnciplea~Gir.~i;~k~hllltJii/-:-d~- {L~c~D:I. 
~~ ~~" I 

~ t.'nd c.:"in& dor-nm;rcmcs- ·by-tnktnn·--r citU-··:oc¢"oui\t""'l:hct· .. :lssuea rolatlnn 
1\ 

~teFM"•nti-~~4Mle.~ali.\.Uon& .. ;md pol1c1e a concucivca to d<tvalopment, which.~ 

are~·under-~Wfi.,.U:OU~ ~-~tte'f.'a-and ··~o.~~_!n&-C,mupa- -.. -· ~ .. ~ --·-" .... ~ -·---

IJ I t"r· "f'' 
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r:eveloptld countries} on the other hand) t ook the position that the 

Principles adopted at the ftrut Confe rence c ont.e.ine<' eert11in Uru1tutiona 
frFo?-~~--- -yp .. ',.. 
~!rom the. rmtnt o! vtat-: of ~content anc:1 eove-ra{;o 1 but also 

"""eta t'il! point of-¥-Ww of tbetr &eCt:lptnbiUty to gover~enta , partlcult!.rly 

to thoso govel'l"'llents to which some of thau \J.Iero ll~cr~mecd • They COO'.mEmted 

tht\t t'he Conference should c onsider (1raf. tirag a nc1o1 -.et of princil>los witl) 

a view to ochitlv1na the bro.1dest possib!o 1veasure of "~-reement ~ch wa; 

~ Con!o-rcnco. ~oubt \JtJ. S also expressed ,by &oille 

cievelopec.1 coun ~:riea 3a=ao wh0tbc1' the C?XfHlrtl:lion of trooe nnd ecoooreic &ro\o~th 

of dovelop1na countrtea .depended ~ the o~option of a act of sr.neral prin· 

clplea. ~ v.J-.61 1 1t """' 
On tbe queatioo of Eaat-Woat ~OCa, tbore,.,hanr.e of views toolo pl..ce 

~y betwoen tho develop1n8 andtsoef.l USt c::ountrioe. lt wcr.a notec! that..) 

despite a rapid oxpandon in rcc~nt ye:rre, tho volumo of trac:le betwe4'ln thg SL 
1\.!•.v 

two ~oupa rer.ta1na<! Stl' t\U and only a few dcvtjloptng countrios ahl"l'ffd. ru..A>.·- ,~.) 
o-e) :J ~ '-~ 

tt~ benefit of the fnc~os~ti"B~ing o~portunitiea with the soc::1al1at coun· 

tries. l'eveloplnt ·countries eK"pRSSt"d t he view that the conclusion of bi· 

lnteral trc.dtna arrangeroents wt'tli tho fh.)c.idlBt countrlee had bel ped to 

maintain a reasonable cJcgroa of a tabU 1 ty in tho volwe ant! prlcea of tl1e 

ex:port of primal')' COC'Mtoditteo. lt woo falt that the easpansion of trade 

btlltvaen the developing and soc:i.'lli&t count ries would be f£X:1lltated further 

if <:GrtaiD new ~'leasuroa , wet:e eC<)p·ted by the lottvr. SOIQG of tho m6d&urea 
, ('\.(_ ~ -b\l~·,_-.j '1 I 

mentioned wert) aa fulltilla>W I 
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/ r.---
l. 'lbo mtl¥'&1n~betw~hm the 1m...,ort r.nd , e n l e a prtcef of gooc1& 

1- • - r-·---
frocn the developing e ountri<?s ~the ~alia~ 

should be roouced to atiu.:ul .o.tca t he eonsUAtptton of t\\oso 

product&t 

2. Tho soc1e11&t countrie s s hould o f fQr rreferentinl accoeo 

and pnferentinl t ar iff tre~1tment t o i mport& ft"om ~eve lo:;>~ 

tng ~ountrlea which nre no lens f nvorobla than ihose 

I 
t offered by developed murkot ec:cnomy countries; 

3. Creater flexibility s lwuld be introduced in tho multi• 

latera~ tranofer of bS later al bclnnce~; ; 

Tho aoctoUst countries sliOu l d endeavor to increase 1tu· 
;... 

pol't:S of pl'imary products h"'i'U c.llf'vdop in3 countries when-

evel' these co~nodlties aro avai l ubl c at c ompetitive prices; 

s. ln theil' econou;1c plona, t ho soct .~ Ust countdos s hould 

syatemaUcully reserve a ce-ct~;in sl,a w of their market& 

for hlporta of an~mufacturucl nnd &tl:.l in·anuf'acturud goode 
~ 

from c!evelop1ns cQUntr1os i ··;: 
. . 

6. 'l1lG aociaUet countries sh"u l d llrovt~e eap1tal to finance 

private and publfc projects i n devol~•ing countries ond 

G£c:ept r81l8}'1ntmt tn the fo rm oi. c ocm;oditiee which are pTO-

duced by these pro jecto; 

7. SocioU&t countrtoa should reCr llin f r om r e-exporting &O<)(!s 

traported from dovoloptn& count1·iea wt thout the coneent of 

the la.ttel'. 
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Sovot"al eoetaltet eountrf.es remo:rke" that thef.r eeonom!~e were ~ 

~~ ~·~ ·') ~ beeomtnu more !orelgn•tr~de ort(lntcd ruld th~tA •acl:~R·tl i119orts ~! ee.pltal ( ' . · ·/ ,..)j 
1 " IJ(J~.J\) t\-.11 ~.,J'I~ ~ ~'K'-' tf~~v ... .. . -:. _f_.r}_> 

goocs from develop!!d -.aW..t 'i<:4'"'~•Y countries A helpe&...b• 81'a)at!e;;nrkets J'jfi~ 

for :l ~J!?Ot"te from (! 4;1.velo·ltng coun trfe9 . In t hei r viow1 more iUlj>ortant 

tasues in the East-West trade reliJ tio . ~ e v~re~ l!lUltllaterdli& <~tion 

o f tra~e and paym~~te between lnduetrt~lly edv~nced eoctoltst and developed 

ma rket economy eountrtee; ~- appUcat1on of t he most•favored•na tton elaulile 

tn Easl•\Jcat trade reletton& •1' aboUtion of quantitative restrtct:lone 

a nd other di8ct-1m1.natory practices by doveloped mt.11rket econoruy ·Countrt.es 
o; I ' •· ~ .; .~-

and developing countrtea vL~h !'e:S;AtCt to t nr;>orts from tl1e socialist coun• 

tries; 4nd yri' joint ventures by soeio.Ust end developed atarlu.tt econon.y 

countries In dev~· lop!ng countries . ·· 

9 . Wprtd.ng Groug_l 

Wurk f.ng Oruup l (55 members) was eetGbUebed durf.ng the eee~.>m:! week 

of the Conference to c:o~stder t "'o agenrla tte~.s! llBIIId~.,_wortd fooo pro: huus "" --- . --.... f '\ <"c -;-.... --t .r l . ...... .) -'- · · \ an<! transfer of technolony. Jt l'P.ld ta...L.l.r.a t m.,.eting~~,. t'e\..wary 26 unc'er 
f• '· ··;(, ll ' 

"1.-la 
1 

t.he Ctuirmane!d:p of Ill. ~mtnr,cr+.i('!·n~~ - :...:~!.Q._fr.om..Lhf.h tti.d hetc! three forthP.'I" 

,..--- .. 

I 

..; . I 

~~teet I~ durin•1 the p ~:.rtod under revi "'' ·r.. Hr. Ojala, H.reetor of the COlli• 
I e__, 

t:!odttX ttvta~on of '!f' fAO )mtj.ce en tntroructory atatetr•ent hf.t~hli f>ht1ng 

eome wain features of the world foo<i situttt!onj rm-c:' l'W'~t••• 
<.!.,.I) <:.JJ (, .. _::.) 

The pointe -wbkho t<.o:ve eeee tHK~.v-•H:-eetUJ~irm eo far include I (U <!ODeS• 

tic measure s to be taken by <! avc l o;:dnc c ountries to increase focx' proc!uc:tton_, 

inclvcU.n.g pricing poUct.ee an<.l r r oouct!on of f a nn inputs; (11) ·ale! to fute'f' 
. ' .. ' . ' 

ecr ieultural production tnclut-!ng fort1Uzere , pesticides ancl fan:~ 11!4Chtncoey; 

UU) food c.id Y'..nd (ty) pNt.at: tiontet agrteul t Ul"o!l l r) Uct.ee of DOI:Dtl devolopoo 
..£/v a.--

members and ~adverse effect on exports from developing countries. 



.. .... -··· _ .... . .. 

~~ 
rtscusslon f.e going on ~o.nd four rr.ore rn •·etince ~be devoted to 

-~subject. 

\-/orldng Group tt, c:onef.fJting of: SS mt'.lnbers, waa estoblhhed on 

February 14 to consider tvo an.end~ _tterua: jll'f 4tJ.f!!e ex,.,Ansion '-'"" econo­

.!!!!S;_f .. nteJ~r."tton £tlhnnQ, ~ve lonioa.cl!untrt~~·.J' e 11 surc!J to be tnll.en hl; 

~ 
£_e,!t~ loa1nl'\ l'.ncl ~ovelooe< C<.H.u,tri r.>B••1nclutlfn .• t~ dor, · llnd 

!.nt~r-.x:<~r iunnl !?.n·t'fl"~fl ~~ .cng 1 ~~ttC!U_.,t!lt); e-nd J.jlf , .cinln1eneuU!.! 

.~o to tffi-tt-•n tn f.cvouL,o~ t he tc rr..t <!e vet._Qpef:f ctnong tt1e tk~vt>l<)pinH countdett 

_mi.ro<"c.' ;.>,t exntw pinv their tnl«"~ (lnt! ~ m·>rov:f.t'\8 t~)eir .~onomtc_nn~ G~)Ctal 

, ~t~fX 
c!evelo.J2!:~ent ~)1. The (.ruup .. helc1 ~ beetinsa during the l e:ust 

two weeks of i'ebroary ond be1 rd et~teu:enta from oeverel nationl\l dolega• 
, \'\it. ~t.-<tV dJ '1-v.J>.A.-- · 

tiona end reglon.ol orGa.niznt1ons on the two mojor topics under tteu:a(~ i.e., 
"'-- ,J) 

review of progress mtu:!e and problcn.tl encountered fn r~:•sard to trade expan• 

eton and integration an,ong the! clovc~ lop :lnu countri~sJ tm<.l international 

support ttet:lon in the fields of corn•.,erefal, financinl~d taclantca.l assf.s· 

tc.nce. 

l\cpreoentatfves of reg1on.ll orgnniei"tioos, in rleecrib!ng briefly tho 
{ ~ 

history ancl ucca~l:latm~nts of t beiT r~specttvc organizstton, drew atten· 

l 1\ 
tf.on to soo1o af the lbOrf!rCOmmon difficulties wlJfe!; l!Fll C.& b& encountered tn 

) 

regional f.ntegrauoo: ;!teee "'t!"e' l ock of e.c'equ-~ te infrastructure; hlsh 

tariff barriers ,.eo.fnst trat\" be t we c·n -countrit•e :ln the region;~ fear of 
j I , .. ..... I 

. I\ \ ~ . ~ 1\ . ~ . 
unemployment w~ch ccJU fJ ~vteo from trac'e Ub~rallz.ationl ex18U.ns preferen-

~~ r Sfir' $l~~.P ,...) 
tial ties · wl4Gh &OlMI ~ c.levdo1)1ng C'(lUntr1e9 • nl~. i"'tei.ueC! wttl1 t1ne devtdcped 

f.., I 
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N 
c.ount.H48 1 tnadequa;l reserves to take care of potential ba.l~nco of pay• 

1 ments clUftcultioa~t urtee from regional trarle UboraUzattons and 

lack of extf~rnal aourcea of func:!s to finance regtoMl investment programa • 
. { 

t'eveloplng countries ephndgud that trac'e expansion Mcl econo.::tc tn• 
~ CL 

tegrtltion au.ong t!evelo?ing countries~ make useful contl'1but1on to 

their ecollOinte srowtb ~;:;~ rlev•lopec! countrt~s "'.....W provide ftnanctal 
. ' ~ 

support anrl technical assistance to indtvirlual rlevetoptng countr~ or regional 

groupe whia\t wewe encountering difficulties in the 1,rocesa of tntegr11t1on. 

f\eference was uho made to the useful role wl1ich restond poymenta urt'Rnge• 

lllente could play 1n the promott,)n of rq~ional trat'e nnd t(' tho ffnonctt!ll eon• 
~M P 

trtbution and technicRl aeefstance which the f.und could provt~a. 

!?eveloped countrtea eXJ"I't!Rsed the vi"" that trac!e expanston on a regionAl 

bnefa should not adversely ttffeet the elCpOrt oprK'rtuntttee ot third countries 

(which were r:.ost Ukely to be developing countries). On the question of 

regional paymc~nte arrangeMents, some developed countries C:Oftmented tht\~ al• 

tho:•gb euch &l'ra.ngemente might asdst the flow of rf!gional trAde, tl1ere were 
· ~Oi j• ri .5\, . · // 

equally tmp~rtant problems wU.eh ehm\~ attention, e.g., improve-

ment of tnfre&tructure and eoorcU.n~:ttion of investment programs on a regional 

bate~ ALl ctWelOP,ed -countries, howtwer, expresfled their wilU.ngneaa to aup• 
(1_/ . . }..Ats p__;j ,..LA 

portAre&olut\on M the \o.'ork1n~ Groul'J1nv1tint; tht.'!Cil to aastet developing 

countries tn their regional :lnte~ration efforts . During the meeting on 
~ir. r- ~(./J. tl 0 

~· ebrual'}' 29, the observers fro111 the ! ut10 enc! tht'!l ~'&Fld--i.idmc. delivered 1/ 
statements on tbte aubject. l _;, , . • •• ' .! ~ • 

, . 
.,d. f\. 4 

hio. • 41o , 

;\t ; . J 



.·~ . ·, .. 

• 27 • 

11. Working Groun lYt 

tJorklng Croup Ill• consisting of 34 members, held two meetings to 

-conef.rler ipcci1ll /roblerne of the l,§!!d•lodted -c:ountrii!B ~~...-9tst"T 
T\0/'--,.... c:J- cz '""- · > < ·- ·-· ... _.___ "' --.-, ___ ..... - _, ..a, 

Genewal stnteJnents were Made by tkveral developing -eountrioe ·concerning the 

special transport~tion problems faced by the land-locked countrtee and the 

need for concerted intern.!tionl\1 action to alleviate them. 

12. Or)nnizat1Q9 

Tbe accommodation and transportation arrangement• of the Government of 

India have worked out very smoothly. The organization of the Conference had 

been studied thoroughly ln advance and for the flr~t two weeks there were no 
11~ r1 -tt:t. c t.\. .. \, ... ( .... t . .v- -<.. 

<!ifUcultteu. ~cttty five Committees ~:Mioftr~I'Ot!tt• wen .sat. "P ·..., 

teams of precis writer• 
~-A ltf.~' 

increase~ But the main 
t 

the geographical 9roupa 

end interrreters had to be introduced to cope with the 

problems were with other meetings, including thoae of 
~ 

and Contact Groups. which roee fi'Om ~ in the fi~st 

week to 79 in the fourth week. Dy the end of february) there were about 100 

separate bodies functioning and /in the t~ords o£ a Conference pD.pe~ the Con· 

ference had "assumed proportions larger than the General Aesenbly itself ... 

Emergency measures were proposed to prevent the Conference from atultifica• 

tton through further proliferation of bodies and their meetings~ 

I • ,. 
; ' 

... , ..... 

·.•· .·• 
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. TBIRD COMMITTEE 
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GROWTH, DEVI!1LO?MENT FINANCE AND AID (SYNCHRONIZATION 
. OF INTERNATIONAL AND NATIONAL POLICIES) 

SUPPLEME:NTARY FIN.Al'fCIAL MEASURES 

Draft resolution submitted by: Afghanistan, Algeria, Argentina, Barbados, 
Bolivia, Brazil, ~: Burundi, Cambodia, Cameroon, Central African 
;Re ublic Ce lon Chad Chile, Colombia, Congo (Braz·zaville }( Gongo 

· Democratic Re ublic · of Costa Rica . C rus . Dominican Re ublic, 
Ecuador, Ethiopia, Gapon, Gambia, Ghana, Guatemala, Guinea, Guyana, · 
Honduras, India, Indonesia, Iran, Irag, Ivory Coast, Jatnaica~ · Jordan, 
Kenya, Kuwait, Laos, ·Lebanon, Lesotho. Liberia, Libya, . MadagasGar,;'.' ,. 
Malaysia, Mala~Ti, Mali, W~uritania, Mexico, Morocco, Nepal, Nicaragua, 
~Tiger, . Nigeria, Pakistan, Peru~ Philippines, Republic ·· of Korea; · 
Republic of Viet-Nam, R\IVancla, Saudi Arabia, Senegal, Sierrp. Leone, 
Singapore, Somalia, Southern Yemen. Sudan. §Yria, ~1ailand, Togo, 
Trinidad and Tobago, Tunisia, Uganda, United Arab Republic, 'United 
Republic of Tanzania, Upper Volta, Uruguay, Venezuela, Yo.goslavia, . 
ancl Zambia. 

The Confererice 1 

·: ~ ·· 

1. Approves the Joint Statement by the developing countries members of the 

Intergovernmental Group on Supplementary Financing contained in document TD/41, which 

declares: 
111. The efforts of developing countries to accelerate the pace of their economic 

development are severely hampered by uncertainty regarding .their export . earnings. 

In view of the crucial importance of foreign excl1ange in econ9mic development, 

uncertainty regarc.ing foreign exchange receipts rend.ers. 'orderly planning extremely 

difficult. Export earnings usually being the most · important source of fo~ign 
. .. .. t 

exchange, unexpe6ted export shortfalls can. seriously disrupt otherwi.se sound 

development programmes. The developing countries, therefore, wis~ to :reaf,firm 

their strong support of recommendation A.IV.l8 and to state that . in their view 

a scheme along the· lines of that recommendation is both desirable and feasible. 

ND.68-2177 
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"2. The develeyping countries note that in its report the staff of the World 

Bank came to the conclusion: 

(a) that the problem of adverse movements in the export p~ceeds of 

developing.countries is a genuine dne, because of the disruptive effect 

on development; 

(b) that' ;the existing international financial machinery does not include 

a mechanism design?d to meet this problem; 

(c) that a feasible scheme of supplementary financing could be worke4 ~ut. 

The developing countries strongly support this view, a.nd note also that this 

view has received the support o'f several developed countries. 

"3. The scheme should embody the following elements: 

"4. 

(a) 
·(b) 

(c) 

(d) 

an ex!Y'rt norm from which shortfalls may be ·measured; 

· · a .- p.olicy._ understan.ding~ .: .. ... . _.:..c;:: .• : ···- : .. . 

i>J;oVisio~ ·fci~ ·th~ us~: of:'o~th~·r<ava.iiable resources; 

-~ci~·ar~ . H:~i~t~d; f~~i~t·co~~i't~tts by dono~: c~un'tries to a fixed 

arid . adeqUate -~ouiit/ -~~ch amount · to be additional ' to tbat which donor 
. . . . . .... . . . : . . - .. . .:. . 

coUn.tries are .-now p.r~iding by way ~:f de.v:e:Lopm~nt ~ssist~ce; 
:~(e) :_ COmPatibility ~i th ·the : Compensatory financ:i,ng ·facility of :the 

International Monetar.y Fund~ 

It is indispen·sable _ _. f6r assi.sta.nce under·. the ~cheme ·to be based on objec-. . . . 
... . - . . - . . ' 

tive criteria •. ~ There -is a genera). ·a.greemept in the .Intergovernmental Group . ····· . . . . .. ... . . 

1.m the need for an export norm of some kind. The staff of the World Bank has 

proposed that the export norm be determined by export projections, _and the 

developing countries support this approach as the .. appropriat~. ~ethod for 

interpreting I reasonable expectations t ~ It may be noted that· the .drawing up 

of any development plan necessarily involves taking a view of export prospects, .. 

and under prevailing international practice the need -for basic dev~lqpment · 

··' finance is determined at least in part on the basis of prospective export , . 

rece1pts· and foreign exchange : expenditure. What .the scheme -implles _. is tha:t 

·· in so far as export re·ceipt·s fall . -short . of the level ·fores.een in the · 

deVelopment plan, as accepted by the international community, efforts ·should 

be . maae - to make good the .shortfall, so as to· permit the accepted plan to· be 

implemented. 

'·, 

j 
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"5. The developing COWltries accept the view that it is necessar,y to ensure 

that supplementary finance is used for the ,. purposes for which it .is int~ed, 

namely to safeguard development pl.ans ~nst disruption due to export · 

shortfalls that are peyond their control. To this end, they agree that 

countries should, at the beginning of each planning period, have a policy 

understanding with the Agency indicating the main lines of the economic 

policy that t~ey intend to pursue. In a.ddi t _ion, at the time of any shortfall, 

there should be a determination, by consultation between the Agency and the 

country ·concerned, .. of whether the drop in· expor:fi income is due to circumstan~es 

beyolld the control of the courrtry--concerned. 
116. It has been suggested in the B~ Sta;ff Study that consultation between 

the Agency and member countries should take place on a continuous basis so 

as to ensure a . prompt determination ip the event of a shortfall. The need 

for such continuous .consultation requires . further examination. :. In any event, 

consultation under the scheme, whether continuous, or whether limited along 

the lines of paragr_~ph 5 [;.boviJ, . :wou:ld have to be consistent with the require­

ments of national sovereignty as def~ed by that country. 
• • • • t_ 

' rf{. The staff of . the World Bank reco,mmend the prior use of other foreign 
' . 

exchange resources, including reserves and the compensator,y financing facility 
I 
' of the Fund, if available. The . deve]oping countries accept this proposal. 
I • ' 

At the same time they wish to p()int qut that countrie~ , suffering export short-

falls should not be compelled to resort to credit facilities which are subject 

to onerous terms and conditions, or to run down their gold and foreign exchange 

reserves below prudent levels. 

"8. The working·, out of a supplementci.ry financing scheme should not interfere 

with IDA replenishment since financial obligations under the scheme could not 

arise for .some considerable time ahead. 

"9. The developing cquntries fully endorse the view that the scheme must not 

be established in such a way as to give rise to an open-ended commitment on the 

p~ of donor ,countries. They: .ar~ satisfied that a workable scheme could be 

se~ up on the basis of a fixed 90~tment of $300-400 million per annum for an 

initial five-year period as recommended by the staff of the World Bank. The 

developing countries accept the need for rationing as a method of last resort . . . ' . . 
. for reconciling claims upon the Agency .with fixed resources. They are 

convinced that it is feasible to establish an equitable system of rationing on 

objective criteria.. 
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"10 The developing countries see the .need for further liberalization of the 

I~ternational Monetary Fund's compensatory financing facility, but they believe that 

the objectives of the supplementary financing scheme cannot be secured through such . 

liberalization. Nor can they accept refinancing of the Fund facility as the ' sole or 

main objective of the scheme. 

"ll On the other hand, the developing countries accept the view that the operat ic:ns 

of the Agency should be compati-ble with those of the International Monetary Fund. 

This should be secuxed by consultation between the two institutions bearing in mind 

the views of the Fu.."rld on matters falling within its competence, such as the extent to 

which there should be recourse to the gold and foreign exchange reserves of member 

· countries in meeting export shortfalls." 

* * * 
2. Approves further the general agreement by the Intergovernmental Group on 

Supplementary Financing (paragraph 39, section (i), of document TD/33) and the Charter 

of Algiers, which indicate that the policy ~derstanding envisaged in paragraphs 4 and 

5 of document TD/ 41 between the Agency and the countcy concerned should not involve ~ 
commitments which would infringe the sovereignty of any member country as defined by 

that country; . 
Authorizes the Intergovernmen~al Group, vdthin the :limits of the joint 

I 

···-statement referred to above, to negotiate and decide on the features of the machinery 

for supplementary financing, including draft statutes and proposals for the financing 

of that machinery, in time for it to be submitted to the seventh meetirig of the Trade 

apd Development Board; 

4. Further authorizes the Trade and Development Board to consider, with a view 

to their adoption, the features of the machinery for supplementary financing to be 

decided upon by the Intergovernmental Group,. or any agreement which it may have 

reached, and to transmit the results of its consideration to the Administrators and 

the Board of Governors of the IBRD for study and· implementati.on; 

5. · Requests ·the Executive Directors of the IBRD to ensure that the Board of 

Governors of the IBRD will examine, before the annual meeting in 1969, any recommen­

dation by the Trade and Development Board on measures of supplementary financing; 

6. ·Requests the Governments of countries ·members of the IBRD to ratify the 

system of supplementary financing which shall have been approved by the Trade and 

l>~lopment Board and by' the Governors of the IBRD •. 
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CONTACT GROOP OF THE · THIRD COivOO 'ITEE 

' 
Suggestions by ·a majority of members of . Grcmp B · 
on Supplementary Financial Measures, Agenda Item 12(c) 

1. The Conference agrees on the urgency of the nee<i. to providg supplementa.r<J . . 

assistance to developi.Il.g countries which have suffered short-falls from rea.sonable 

expectations in their export proceeds, of a nature which may disrupt their 

developmen~ plans. 

2. It ·is essential that any arrangements which may bo made to meet this need 

should,. on the basis of appropriatl!: ari teria, provide reasonable assurance of help 

to mitigate the effects of such short-falls, to the extent that they cannot be met 

by shbrt,;.term balancg of payments slipport & 

3· The ~onferencg expresses its appreciation of the Report prepared by the staff 

of the'· IBRJ)'~ and of the Reports of the I. G. G. · These reports have . de,f;i..ned the 

- issues involved and clarified many of them. The Conference agrees that further 

work is required to resolve some outstanding issues. The principle issues are: 

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

(ii) The. scopo, nature aha acceptability of tho understandings, between the 

administeriri.g agency and individual participant countries ~ thei:z.: 

development programmes and tho policies to be adopted in order to carr,y 

them out; 

{iii) The measures to be taken by countries applying for assistance; 

(iv) The relationship between supplementary finance and the IMF Compensator,y 

Financing Facility. 

4· A matter requiring additional attention is how to determine in quantitative 

terms the disruption which has resulted from export short-falls and consequen~ly, 

what are thG financial implications of proposals to me~t the objectives of Part A 

of Recommendation A IV lG. 

5. Some of the issues set forth in paragraphs 3 and 4 above would arise not only 

~rom consideration of the World Bank Ste£f Scheme but from consideration of other 

measuxes to maet the objectives of Part A of Recommendation A IV 10, including 

those submitted to th~ Intergovernmental Group. .Any additional proposals . clearly 

TD/Irj C.3j CG/Misc. 7/Revol 
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responsive to the Recommendatiop should 'receive due attention, with the aim of 

working out the most effective measures possibleo 

6. It is also necessary to take account of any other action in the field of 

international commodity policy which may bo decid~d by the Board of Governors 

of the IBRD and the IMF on the basis of the studies which they have requested to 

be presented to them at their next annual meetings. 

7• The Conferenco decides: 

(i) to cont.inue in existence the Inter-governmental Group; 

(ii) to request the Group to consider and attempt to resolve the issues 

set forth .in paragraphs 2 through 5, keeping in m.ind the considerations 

in paragraph 6 ; 

(iii) · in the light of the foregoing considerations to instruct the Group to 

work out measures for supplementary finance; 

(iv) to instruct th~ Group to report thereon to the TDB as early as 

possibl~, and no later than 31 December 1969; 
(v) to instruct the Chairman of the Group to report on its progress to 

the Seventh Session of the Trade and Development Board • 

. \ 



The pro~JOsc.l for Cc scheme of Suyplement.:ll'y Fin:'.ncinl Hec,sures 1 which 

'HC.S mndc c..t the First U:NCTlm, hc.s f c.ced some difficulties in the p:'..st four 

yer.xs. Porho.ps, some of t ho difficulties o:xperioncocl by some developed 

countries in f'.!))r ocic.ting the ~_:nii'1_)oso of tho proposc~l .:ll'iso from the fo.ct 

thc.t it is r.ddresscd t o r. r "l.ther spccic.l problem of developine; countries, 

which is c nontholoss vory r cnl problomJ if not so obvious. 

~.11}9 __ P]:'_Q,RJ:()J.Il .q,f_,P;.;l:ru=1_Di=· ::::Sr::..u::::.·:;::.ot.::;;l:. o.::;;n=.: 
ibJ.:qu_gp EXport shortfc.ll9J. 

2. vlhnt tho proposed S.F . H. Scheme is designed to t c.cklo is not merely 

tho inste1.bility which chrtr!'cterises tho ox,:.1ort Oi'.rnings of developing 

countries. It s ob ject is to t nckle r. somowhe'.t con.:_Jlox problem with its 

roots in this instnbili t;•. First~ thoro hc.s to b e en U..1'lfore~>con shortfo.ll 

in export oc.rnin~s from ::n expected level ; socondl;:• ., it hr.s to be of ·'"'· 

IJCrsis tcnt chrr c.ctor such the'.t it cc.nnot be dec.lt with r.doquu.tcly by short­

term b c.J.c.nce of p···yr.10nts c.ssi stc.nco; fino.lly, it limst bo of such ~ 

nk'1.gnitudo ns to threr.ton to disrupt th0 dovelo9ment proer~e of tho 

o=>s,1ortinp, cou..."ltry . .:~1 these nrc intogrc.l fe~turos of tho problem which 

SFH i s designed to t o.cklo . 

5. While it is not difficult to soc how c. shortfc.ll in oxport cc.rnings 

from r cr.sonc,ble ex-pocto.tions cl:'..n occur, nor ho1 .. 1 it ccn c.riso from 

unforosoon circumsto.nces, porhc.ps its disru;_:>tivo effects on n dovolo!Jmentc.l 

programme co.ll for somu oxpl c.no.tion . 

4. In tho osti!il['.tion of tho foreign exch;.:nr~e resources required for n 

development '!_JrogrcJrL!lle, tho contribution of exports hc.s to be ccssignod o. 

definite v alue . Tho tot .-~ eo.rnings from. exports r.s well o.s from other 

sources such o.s foreign c.id, invis ible r eceipts, privc.to co.pitc.l i nflow, 

c.nd sometimes oven drmrings on o. country 1 s sur.:.1lus reserves consti tuto 

the whorewi the~ for finc..ncing c, development pror;;rnmmo. It follows thut, 

if the totnl cstim~ted resources fc.il fully to tk"l.toric.lise, thoro would 

hnve to be n curtnilmont P.!'.Q 1CJ.1~C.£ of tho i mport progrcliD!lO . HO\J , in 

every dovelopBent progrr.Jnr:lC, tl!oro is norn1..'1.11y some room for mc.rginc.l 

o.dj ustmonts. However, 1:1hon tho required curto.ilmont in iElports o.:>SUL10S 
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n lt;:.ree proportion, it C!!'.lls for o. r c..thor drc..stic c.djustmont in tho 

development ·progrcJJlillo which could nmount to its disru:Jtion. If the 

toto.lity of tho foreign 0Xch2.nge ex-penditure, \-Jhich is no.inly on inports, 

is to romcin uninpa.ired, tho t ot ;,lity of tho ostimc.tcd foreign cxcho.ngo 

resources, must o.ccruo c.s pla.ru10d, though not nocosso.rily sourcowisEJ. If 

tho oa.rnings fror.1 exports fc.il to como up to 'estimntod levels, then, unl0ss 

tho shortfo.ll is I!U:'.d0 good, there is c. dc..ngor of disruption of tho dovoloproont 

plon. 

;!?g.§ s:i. blo So.J!:L'.c.o.;:t . .2f_ ..f..:tnoJ~cin.,.K: 

.{.Q.j_l2,_nsic ~cyo=1:.9~on~ _ _fj._r1.0A.C.Q : 

5. How nbout~i~os of fino.nco? Cru1 they bo depended upon to mcke 

good m1 unforeseen shortf~ in ox-~orts? Thoro is neither nn o.utot~tic 

r.1echo.nism nor o. prr.ctic:-.l likulihood thnt b c-.sic developmontcl fino.nce could 

be incronsod so o.s t o r.10lw good such o.. shortfo.ll. Recent experience of tho 

flows of development fina.nce, docs not oncouro.go such ~1 optli~stic view. 

1P.l..lP_'t_9£.llO:"t_ion£J. Liguidi ty :_ 

6. Anothor source is intorno.tionnl liquidity such o.s rosorvos or 

drm.rines on HIF. Hm·mvor, those o.re both br.cico.lly shorttorm. Socondly 1 

drr·.v1ings on ll-'.iF got 1)rogressive l y more o.nd mor e condi tioncli . Further, if 

tho export shm~tfnll is porsistent, it c;amot be declit with o.t cll by tho 

uso of intornc~tioncli liquidity dro.wings which ho.vo to be repo.id or re­

constituted in o. short time. 

(c) _Qo~1.s c.t.9nr. f.i.n.-:p_c_i.IJ£. fp,c_i].j_tx_:_ 

7. ~- further possibility is tho usc. of tho Cooponsr.tory Fin~cing 

Fc.cility of tho Intorno.tiono.l Monoto.ry Fund . Tho li1tcr-goverm1onto.l Group 

on SupploDonto.ry Finnncing ho.s h.~d r ;o.thor intonsiv0 discussions on the 

question of tho r EJl r.tionship between CFF c.nd SFH. Although, tho notion 

tho.t tho former i s shortterm Dl1cl tho lo.ttor is longtorm scans to die herd, 

~ 
tho differences between the two concepts o.ro d002Jor Gnd porho.ps sonowhc.t noro 

subtle. CFF ess ontinlly i s n stc.tistico.l concept. Its cim i s to smooth 

out nogntivo deviations from the medium terr1 trend of ox-ports. On tho other 

hGnd, tho negntivo dovic..tions which would be fin::mcod under SFM would not 

nccosso.rily be fran ru1 oxtro.polo.tion of the mcdimn-tern tr0nd of exports, 

but would ins tond bo fr om _)rO JOctionn of r oo.son:·.blo expoct;Ltions. Sin co 

roo.sono.bl o 0xy,>octations could be bo.nod not 11orol y on tho :po.st trends but o.l oo 
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on nuch f nctoro as the likel y influence of now policie s or dcvclopnonts 
I 

which nrc expected to occur, t heir lJr{l j octiono could oa.oily o.nd o.bruptly 

break awc.y fran t ho pa.st trends . In thc.t event, in 0 . given c:i tuc.tion, 

thoro could be n nhortfcll from t he SFN trond but nunc fran tho OFF trend 

or vicc- v or oc., cnd1 i n Qlly co.oc , tho nngnitudco of the shortfalls could 

be co~Jlotcly differ ent in the two cc.soo . Secondly , av on if a. drawing 

is r~dc under CFF, it will still bo ooocnti~lly shorttcrn a.nd its ro~ny-

ncnt would be unrcl o.tod to tho r ecov ery of o:xports . Evon if c. ro-

finru1cing f acility for drnwings under CFF is introduced, it would still 

not servo tho J urpose f or r easons which hnvc been indicc.tod ccrlicr. 

Furthermore, ino.snuch ns OFF nsoi ot ru1co i s cmJ.putod on the bo.sio of n 

LlOVing a.vera.go , in tho co.sc of n porGiotont sho.rtfc.ll, notvd. t hstnndi ng c. 

r cstorntion ~ m:_o ~P-A"till of the f a.cili t y o.ftor a. ropnymunt 1 tho 

succossive clro.win.zs would bo progres s ivel y ::mmllor. One hns , t hcr oforo 1 

to conclude th~t the problon of tho disruption of o. dcvolopncnt progrm~~o 

boco.uso of unfor eseen c.nd persistent shortfr.lls in OX) Ort s is c, roc~ one 

ru1d e. serious one nnd thoro is no Hot hod or nonns of doc.ling with it 

cdoquo.tely in the prcGEmt inst itutiona.l or policy fr eL101oork for 

intcrnntiona.l finc·.ncing. 

Finnncing. 

Qmnn..Q_Q.itz Jirrr:J.)g_Q!,"lcnt~ : 

Hence , tho need for n Scheme of Su;?.:.l omonto.ry 

8. Of course, ino.omuch r:.s prevention is o.lwa.ys bettor thv11 cure , <:;ny 

nrrru1geaonts f or tho stabilisc.tion of cor:rc1odi ty prices me or markets 

t ha.t na.y bo devised would tend to prevent t ho OJqJOrt shortf~~ls fran 

occurring or dllninish t heir r~gnitude. Thoro is, thorofar e , no logiccl 

inconpntibility between tho SFM Schone Qnd commodity sto.biliso.tion or 

BOXkGting a.rrnngononts. On t ho contrc,ry , they ore con:plomonto.ry to oo.ch 

other in tho s ense tho.t SFM would then cover only tho.t kind or pc.rt of 

shortfnll which would occur duo to co.usos outs ide t ho scope of cou2oclity 

nrr2.11gcmcnts . 

9. This docs not noo.n t hnt tho shortfo.lls would t hen be confined to 

t ho ox.:.,Jorts of l'lt..'1Ilufc.cturos o.ncl s omi- no.nufr.cturEJs. They could occur even 

in respect of (n ) the exports of cor.li~Ouitios which o.ro not cov or 0d by 

corn:10di t y o.rrc..ngoaents, or, (b) in respect of the export s of conDodi tics 

which o.re cover eel but to &:rkots which nrc not covered; or, (c) vThcrc 
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tho vo.luo of tho exports inpliecl in tho roo.sono.blo oxpocto.tions is l crgor 

t han that cssurod by rUTkoting crrcngononts; or (d ) whore tho 1~kot 

orgru1izo.tion covers only tho ~rico but not t ho volur1o or (o) vise v er so.; 

or (f) whror tho ro~son~blo oxpoctntions of exports have o. positive or o. 

higher rete of growth, vrhilo tho rc.to of growth of tho o.ssurod offtake is 

either zero or lower than thnt ir~liocl in tho ronsono.blo ox~oc~ntions. 

Finclly , (g) the best of coumodity nrrcngcnonts that hur.1nn ingenuity co..n 

devise could only avoid the vo..rintions in export earnings st01:u:.rlng fran 

changes in downd but not those nrising fran oh<',.ngos in sup) ly. In nny event 1 

with tho best possible cor;r,:1odit y Ll<JXkoting crro.ngcB\.mts, it j_s ho.rclly possible 

toto.lly to olinino.to the cl ement of uncertainty which plcys such o. largo role 

in oconor,Jic 8.ffairs us well as hlil4'"'.Il nff o.irs i n goncrnl. 

10. This is briufly tho lor;ic :o~ cnso for a. Schone of Su.:. :1l wonto.r-.;r 

Finffi1cicl Measures. Tho Corllirl ttco on Invisiblos o.nd Finnncing Rolo.tod to 

Trude hcd oxru:rl.nod it nnd r eferred it for further ru1d detailed oxru-,1ination 

in c:opth to o..n Intorgovorn:nentnl Group, the r osul ts of whos o dcliboro.tions 

arc before thiG Comuittoo . Whilo o.ll tho developing countries end sene 

developed countries, r:1om.bers of t ho Group, ho.vo su)~1ortod tho Schone , tho 

r eport of tho Intorgovornnontr.l Group contains sol;'lO unresolved questions 

which, i n tho view of tho Inai ru1 delegation, cortc.i nly adnit of )ractical 

solutions. 

Qm:_o;;_oJ_V,.9_c'Li~: 

(n) Export Pro.joctions for five :yonr~. 

1~. Tho first of t hose unresolved i s sues is tho question of the feasi-

bility of Ilk'lking OX)Ort projections f or 5 yeo.rs c.hond. This is n technical 

question a.bout tho techniques of nodium torn forocnsting . It is not 

pro~Joscd in this paper t o deal with this question beyond mitphnsizing that tho 

c.dvnncos of tho past twenty yonrs in tho science of oconor.rlc forecasting have 

:r.k1.do it possible to attempt forecasts for five yours with o. fairly linitod 

margin of error. No doubt, forecasts do often go o.str ay . But, then this 

feature is not r estricted to r.1odiun-torm or long-tern f orocnsts only but can 

apply just us well to short-torn for ecasts. In any case, it is not, as 

if oxport-for c:ccsts for 5 yoo.rs ahead will be fundo only for tho SFM Scheme • 

. Umost o.ll developing countries ho.vo devolo~m1ont pl ans of 5 yo2Xs and 

willy-nilly, they have: to :mt a value to exports f or 5 yer:rs nhond ns the 
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fornulation of a fivo-yenr dovclo)DOnt plan nocessnrily requires , ns best as 

one em nc..ko it on csti.Llc.tion of all tho r:mj or mncro-econoicric voriablos 

including ex_:orts. i:.dl:rittedly, exports <'.I'o noro subj ect to tho fitful 

v ngnrios of external f actor s such as foreign dcDLUld, external conpotition1 

restrictive import policies of other countries and so on. Novertholoss , 

one has to o.nd one docs nclco ostina.tos of exports as one docs of Lrports, 

invcstDont, se.vings, consunptio:1, productiog nnd so on, although r'.ll of them 

nrc liable to go wrong in sono Tioasuro. .Although, tho IBHD stnff report on 

this subject is f c .. irly coi~1prohonsivo, perhaps, UNCT •• D Socrotc.riat could bo 

roquostGd to o.ttempt r. cor~pnro.tivo study of c.ltornativc toclu1iquos of mocliun­

tcru CXlJort forecasting with a view to discovering tho technique which is 

most suitnblo for tho _mrposo of SFM ox~Jort projections. 

~ .W...J!i_%.9rrl roviq_W~"Jl.A .rs_vj,_sio.!L.9..t~W.C.2..0.rt ul~o.j q~q:t.io.tlG. : 

12. Secondly, tho question hc.s been r c.i scd i n tho Intcr-govorm.1onto.l 

Group Is discussions of tho need and aclvisnbili t y of ,,_ r:lidtcrn review or 

revision of tho agrood projections. It is f elt that o. Tiidtorm revision 

would be logically inconsistent with tho ~·urpose of tho scheme o.nd in tho 

absence of tho intention of u revision, :. review would scnrcoly be ncaningful. 

TI1o contro.l JUF~oso of SFM is to rmintnin muu1paircd tho vc~uo of tho export 

earnings as ostinntod at tho beginning of o. p lnn poriod in order t o prevent a 

disruption of tho plcn. Of course, tho inpliod Ulldortnking to ruintain intnct 

tho total export oc:rnings o.::: ostino.ted is not just unilateral, but conditional 

upon tho pursuit of np:?ro:_Jriatc JOlicios , which would ensure that any export 

shortfall which may occur despite it would naturally be prcsunod to ho.vo boon 

duo to external f actors beyond tho policy control of tho coU11try concerned. 

In that ca.sc, it would need c.nd SFM would proviclo tho nucossary financing. 

v/ This groat f acility which could prevent a disruption of n dcvol op:r:1ont plan, 

would be rendered fairly inoffoctivo , if thoro wore to be o. rlidtorm r evision 

of tho ex~Jort pr oj ections. Undar what typo of circunste.nccs would thoro be ;;.. 

need for a nidtorn revision? 1,Jhon a. foreign country il:r~1osos r estrictions on 

toopmt&®® iL~orts? When suddenly a. SYllthctic product captures tho market for 

~ natural product which, therefore, boconos obsol ete? Those arc, in fact, 

a.mong tho very contingencies against which a country's exports hc.vc to be 

secured by ~H. If under those circumstnnc~..-s, tho SFH Agency is to throw 

up n.rms and disown r o:::>ponsibility, such o.n institution cannot be ex-pected 
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to cmj oy tho trust of dovoloping countries . It is difficult, therefore, 

to sup) ort a proposal for provicliug for tho rcnogotiution of n contract, 

which would outrc.gc its sc;_ncti ty, rcHovo fron tho Schone the virtual 

~sourunco of export earnings tc countries following agreed policies, and 

thus imp<:.ir its nppo~l to then o.s well o.s tho loe,ico.l bc.sis of tho Schomo ... 

{c) .Qg_'LcJ"_O..&._o__Qf __ iJlo~ §chcno. 

13. .:'.nothor question of sono in;_:>orto.ncc is thnt of broadening tho scopo 

of tho Schone to cover m1forosoon incronscs in ir~ort expenditures. TI1oro 

i s no logicc.l ranson to exclude this t :rpo of contingency, VIhich is, often 

us unforeseen us export shortfalls, stems us nuch fron tho sruJc co.usos and 

is no less unsettling in its effects on tho intcgTity of dovelo)ElOnt pl ans. 

(d) 
Y\A) 

Tho question of policy undorstDnding is, by nom1s, as intro.cto.blo 

ns it appears nt first sight. ;, broad noasuro of agr oonont h,-,_s already 

boc.:n reached in tho Intorgovor m"J.ent ul Group that tho general :;_:>olicy 

undorst<:mdine; covering SFM should not exceed the procxistine; one governing 

tho l)rovision of basic dovol8.JffiOnto.l finance ·>nd should preferably be 

exprosnod i n terns of targets for '·'· f ew muj or r12.cro-ocononic varic.bL;s. 

Tho Incian Dclogo.tion would strohgly support tlris position and urge tho 

Co:r;n;Uttoo to r osolvo tho question in this nannor. For, tho general 

understanding covering the provision of basic dovolopnont finance is 

al nost nlwnys vor~r conprohonsivo. Therefore, no good purpose would bo 

served by r epenting it. On tho other hnnd, while one nust nttach tho 

highest ir:1portunco to n 1)rodm1t usc of tho :..goncy' s resources f or t ho 

nost deserving pur) osos, it would clearly bo in&dvisQblo to extend the 

policy undorstc.nding to a point which l eads to dininishing returns in 

torr~ of coopor ntion. One nust bo careful about not devising solutions 

t o our problons which ·create no.rc pr oblcr.J.s. 

(o) ~-~~-~9 ~oguircmen~ . 

15. Thoro is o.lso tho ull-iopQrtont question of r esources for tho 

Schono. Tho IBPill stuff hc.d sugsostcd that i niticlly , ~00-400 rm. per 

year would be enough to noot tho requiror.J.onts of tho Schor.1o . Tho ~ 

IBRD steM ox9l c.i n'-d tho not hodol ogy of :o -·king t hose ostimt 9s in its 

report m1d further valuable clarifications wore provided by tho 

rc~1rosontutivc of IBRD to t ho Intor-Govornr.1ontal Grou? • Thoro have, 

however, boon so11o rlisgivin[~S in tho ninds of soao delegates about tho 
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estinatos e..nd , in f act, sono of thou have vi uwod tho Schouo with alarm 

as an open-ended conr.rl. tmont ~ Tho li1di ru1 Del egation docs not share those 

Di.sgivings, but it entirely accepts tho suggestion~ which has boon wade 

in the Intor-Govor1~1ontal Group, that it should bo a fixed fund of 

$300-400 nn. por year f or the first 5 years c.nd thoro should be recourse to 

some forn of r ationing, if i n f act tho ostD~ato yr ovos to be ru1 under-

ostir.w.to . This l, r oposa.l offectivol~.r settles tho vexed question of 

rosourc0s. 

16 . It should bo or~hasizod that support to t his Sc~ono should not bo 

inter-preted to no an that this not hod of giving aid is preferred to the 

normal node of ? r oviding basic dovolopDontal finance . By its very logic, 

SupplorJ.Ontnry Finc.ncing ought to sup)l omont b <:.sic devolopnent finance e..nd 

not substitute for it . It is not a question of alternatives but of 

logical sequence . 

1 .. questj.on of ,P]'_j,.9.r.;i.J.io.§. 

17. It has sor.lct ir.les boon argued t hat as l ong as there is no guarantee 

of basic d.ovelopr.1ont fine nee , t he establi s hi 1ont of a Suppl ementary Financing 

Scher.1o is not l ikely to servo any vcluablo purpose. 1.tJithout detracting from 

t he erucic~ i L1portru1co of basic development finance , it nay bo pointed out 

that t :b.is argunent f &.il s t o t ake i nto account tho actmal relative rl2.gnitudos 

of tho variables in question~ It i s well known that, by and lEJigo, export 

earnings still constitute the bulk of t ho external r esources r equired 

f or fimmcing tho dovolopDont pl a.:as of developi ng countries and it i s only 

the gap between those ot:trnings and t he t okl i r:rport roquireuonts t hat is 

t 
not by basic devolo~mont finDl1CO. It, therefore, follows that t ho SFM 

is designed to plug tho l eaks i n tho larger and VO'r'J i li1portant source of 

external fimmco for dovolopiaont . Further, ado~Jtion of SFH would have to 

bo without prejudice t o any other stops that naybe tru{on t o insure an 

adequate supply of external r e s ource s for dovol opmont . 

~ffocjiivonoss of_.§FM 

18 . It has sonatinas boon are;ued t hat SFM would deal with t ho sytrpt on 

rather th~n tho diseas e c.nd in the process would prev ent t ho troat r.mnt of 

t ho disease i tsolf. It has boon suggested thr.t a lasting r.J.othod of 

~voidine; export shortfalls is to devise i nt ornntional comoclity arrane;or: ~nts 

which would st2.biliso tho earnings of developing c ountrios fran tho 
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exports of prin'"T"; cou110cli tics. It has also boon sugecstod that by 

givine external assistance for shortfalls in exports~ &7M would prevent 

or delay structural ndjusnonts which nrc tho only ultirw.tc solution of the 

problcn. It should be pointed out hero t hat, if t horo is n persistent 

shortfall in the exports of c. pnrticul:J.r com1odity during ~ given plan 

poriodJ thoro is nothing in SFM t o sue;ccst t hat t ho assistance r eceived 

under t ho Schor:lo would !_Jcrpotua.te the existing pattern of exports. Indeed, 

it is possible t o brine; about t he r equired ad.Justnents in the pr )duction 

pattern with tho o.s s i st o.neo t o be received fron SFM and cannon sense 

suegests that t his would1 in f nct 1 bo done, f or the sil:1ple r eason that in 

the ne:>..-t plan period tho J\goncy will r efuse t o accept unything but estil:mtes 

of lower export ee.rnings frm:1 t he connodi t y concerned. Obviously, the 

assistnnce to be r occivocl by an i ndividual country fron SFM, tho tot:-~ 

ruJ.OlliJ.t of which is not expected to exceed :i;400 nn. per year, would be 

too snall t o create c. tempt ation t o continuo with a wrone.: pr oduction 

pattern which is not warranted by cl1<•nc,inr_ i nt ernational· donancl conditions. 

Secondly, it is difficult t o accept t hc,t t hu s ot tine; up of international 

cor:JDodity o.rrangenonts would pr ovo t o be the ultinate solution of tho 

::;roblen of instability of OX;_Jort earnings. :. .. s has been observed i n the 

Secretariat Docunont TD/II/C. 3/2 11 In t ho final anal ysis, tho basic lone;-tern 

s olution t o the problons of sluge,ish e:r owth, i nst ability and unccrtninty of 

cor:]j.-.lodity exports nay be f ound in o. pr ogressi ve clivorsificn.tion of tho 

structure of production and exports in devel opi ng countries". It is, 

therefore, c.pprupriato t o conclude that by pr oviding o. respite to a 

developing country in tho event of rm export shortfo.ll and enabling it t o 

naintain tho i ntegrity of its devolopnont plan, t ho so-called shortterr.l 

s olution of STI~ would r eally create co~Uitions f or tho adoption of tho 

l one;torr.1 solution of tho problun which consists in tho appr opri nto 

structural diversification of production ru1d exports. 

19. This l oads :tN us t o our next o.nd l 2..st point. Tho need t o r aise 

t ho flow of dovolopnontal assistance significantly cc-n hardly be ovor­

enpho.sised. Tho provision of basic dovolopnont fin.~co on ~1 adequate 

scale nust first bo attended t o . This would naturally include rop l onisb.r:lont 

of ID: .. and some other nattcrs . Ho1rmver, tho f act t hat those matters oro 

under considorc.tion should not ihtorfor o with our t a.king a decision on t ho 

Sup,;,Jlononto.ry Finnncing Schone. Nor should the po.ssing po.yi'l.onts 
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difficulties of sono of tho lending donor c ountries be allowed to dilute or 

distort tho Schone. This ple a is pronptod by tho very inporto..nt 

c onsideration thc.t short-torn difficulties should not b '"' allovJOd to colour 

and · ch loss to distort docisi1)ns which have c. l onger-torn effect. Tlus 

has the v~~uablo support of the report of tho distinguished Socroto..ry­

Goneral of UNCT;..n, Dr. Probisch (TD/3) entitled "Tolirards 1~ Global 

Stratoey of Development", which says "First and foremost, tho ropl cmisl1T.1ont 

of tho I nternational DovolO)BOnt Lssociation rru.st be conplotod1 but t his 

docs not by any neans pr event tho supi)l cnontary financing Bochru1.is:r:J. fron 

being a}):1rovod in principmo without the need actually t o c ontribut e 

rosourcos before 1970, because consideration of tho tocro1.ical det ails not 

yet disposed of and noc;othtion of tho t oxt of an agrooBcnt and its 

ratification by Govor:nr:10nts will take tine". 

20. Tlus Second Se ssion of tho UNCTL.D will have done a useful service 

to tho cause of tho dcvolopnent of loss dovolopod com1.trios if a concreto 

agreement on tho nood f or and on t ho nature ru1.d scop e of tho Schone of 

Supploncntary Financing is reache d at l east in principle and further 

processing of tho proposal is oxpcditod. 
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PREFACE 

The first sestd.•:;,n of f:e United lations CcnferGnce on 1·r de and 

Devclo: "t' .. ~rt, diseussed t::.e potentialities of e:;~pc:rt credit.:~ bo\:.n for 

fin!'ncing export8 of capital goods f1.,om d ... veloped t.o developing 
(1 

~our.ti-j.es,p and for. prr-r:noting e'!·ports by the latter coun' ;·ies ... lo. 

tl'ro .:"Jep:J.rate topics and ;·iiJ.l be examined by the second session or the 

Uni·~.ed tJe.tions Confe:r~nce on •rrade and Develop:n.ent in ·conna:x:ton l·Ji'lt.h 

tt-:o different agenda ~. tem;:, ,) ~rhe first a.sper:t 1d.ll be co 1s:i.dereo. tmdcr 

agm!da ltem 12 ent.~i tl0d HGr~.:::ths Development Finance and Aid, and the 

sec(jnd aspect w: 11 b0 studied under agenda it~m 11 entitled trE;:pansion 

and Divars3.ficat;ion of E)r.pvrt of Lanu:ta.tG·:~ur-as and r: · · ··--r~a.nufe.ct·ures 

2c PriCJr t,. the :f.': t•st s .;esion of the C nfer!;i.'lce the quest. ion of 

xpert credits hati. beeL cov...,rcd in repcr·ts on the interna.tioi~!tl flow 

of )l'i V· te capital and th~ prc:notion of t 1a·,, flo\·1( 2 ) prcpal'e:1 by ~ ... he 

( 2 )SeE:' ''The J.n~~c ·1- ~L::t.ona. F:lc ·r of P:ci\ra·~..~ Ca.pital 19)6-l95Bt: 
(Un·:.lied .~.rat'ic:c publ;".;ation.? [;a.lG No. 59uii.:~D.,2) Ch~.~ptf':: ~' IV~. 
11 'I'he ~-;J~m.otin~~. of ti'l~ :,·I,tcrr at.iol1_..1 F'1.vw oi' Pr:l:v-a:te Car,j:;,u1 11 ,, 

E/3.325~ 26 l'0C>-"\.m··y 19GO'~ parag1 aph · 7 1~.,~76 · w' 
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b
. . (j) 

SU J6C '\c$1" '· 40 Cc.nau.:i. tee 

developed coun1l>-l:·ies E 

including these in the draft rc~commcnde.t.i(,.rt by Spain a.n0. 'lunisia. 

-{J.}: ~m·h ........... ..._,__i ·:-·--; -:-:-- f• ·' '' • · ------ ,. ____ _ 
, e -s , ..~. .e prc·;f· s~on o:.. c:~:·cro .. s .cr r. :.s x .lV.lT!<.";J. .g of imro!1,A OA 

rn:r..chinecy .:·.nd (:;·'ytipm:~nt. into deJ-elc,::>ing ccunvr5.e ~EJ ~Lr~-. redit 
s 'B .. ems and instit 1tio~-1s~ (~/0 .. 5/26) und 11E.xpox·t ,reci:tn fer the 
ftnru cing of capitnl gocr::s l"eq_ irement s of de· el ping ccnntri 
{E/Cu5/64) 
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n~; c-~ to identify the difficulties '.odlich arlse or may arise !J in 

part:tculrAr a.s regal"ds debt service, and to considel:" poss;.t le 

solutions; 

114 .. ~ to submit "he study to the United Nat,ions at the earl:i.ea~; 

possible · da'i:.e toget1Wl" w:_t..t, any epp:ropriato recommendations" o 

4o In vial"; of the 'h'Ol"k on eJ..1Jort credits already carried ow. by 

the United Natior~ Se eta.rint, the \~orld Ba.n.\c and the Secretariat 

felt, that, theil" tasks vrere largely complementary and agreed to 

co-operate closely :l.n the preparat.:l.cn of their report .. o On this basisp 

the final United Natj.ons study 9 en titled "Export Crew. ts and Development 

FinancingH: Pa.~-\i. One ucurrent Prt~t:t,ices e.nd Problem~ I; Pa~J:, Tt·Io: v.r~e~tiona., 

Expo::~ Credit Systemflg (l), and tha Banl<~$ rep:>rt entj_tled ••Suppliers Q 

the ~~mt~ttee on L~visib1es and Fin&lcing RelatBd ~o Trade a~ its 

second ses~ion (4t., ... :1_9 Ap!'il 196?) tl 

5o At that session (2) 9 the I·ep:resentat.ivss of ee e:ral de\"Ploping 

(l) D~uments E/l:,274 and Add·~ l 

( 2 ) See "Report oi' the CoF.li 't. i.e<> on Invioibl <.:s and Io il"L'l.llc:,ne !l.elate 
+ (.I Trade en its Secor,.d Sessil)nn (TD/I3/llJ5; '!D/B/C \)3/ ; l ; 25 1 pt"il 
19679 paragraph 56g 



inCJ."ease thci.!- expo:rts am. o.f' financing trade t1ll''tong SU. h · ~ountries o ( -g ) 

Economi.\! and Social f!ov.rj.cil in cc:t.1ne1<ion ~i. th its con ... ideration of 

the agenda i ·,em entitle 1: Fin nctng of Economic Develop:nent,;> In 

reso:ti-cion 12?0 (XLIII the Council9 after· noting ':!.th sat.tsfacticn 

the two afore m\Sntioned rcpoJ~·ts a.nd the interest :tn t,he EPtbject:.. of 

export credits e;.;pressed by the Coir.mit ... '.ee on Invisj.bles and Finaneirt.g 

Co-ordination, J."'eque st,ed tho Se re·ta:ry.,Genera,l of t.1e United rla ion· : 

"a} to keep up to da.te '\he <;Ow"lt.ry st,udies included in Part 1\10 o 

his 1·eport; 

"b) to conettlt wi t,h the a.ppropr:i.e.\~e national and i11ter112.tiona.. 

authorities on ths best means of esta lishing the most practical 

na.t.:ional and regional st~hemes for the f'ina.neing of capi·tal goode 

exports by and among the developi.."'lg coufit.ries 0 on the ba.ai· cf the 

available experience 1d t.h an sting eJtpO.t. t eredit sche!ll D in 

developing and developed countries~' r: 

"I o The purpoee of this progre:tJs report. i.s t.o j.nf'orm. the se~ond session 

ot UI~CTAD · ot the steps which a.re being and tdll. be rakcn to ©Omply with 

tha requests of the Ccnmitte on Invisibles and Finaneing Related to 

Tl" de and to im.plement Economi~ and Soc:l.al Counail eeolu ·ion 1210 

(.X1III) in com1onon ·"tdth both aspae'tsc 

(l'- A preliminary examination of this problem was contained in a special 
At111ex to the above-mentioned r:..lv rl, t.>! the tiecretary...General ot 
the Uni~ed rationso 
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of cxtern~&.l finane::~ng fer t.he purch.:tse of he~r~y machine:y and equipment 

ne3dsd fox., ci.e"'.;elopment. pl'oject.s in. devclop:i.ng coUJ.--rC.ries.= According ~c.o 

t.h.l la:'ot:7st c~t:Lmc.t0 -...ontai.ned :l n the 19o7 R.epor~, by ·the Ch.::..ir.·man of 

( ~ ' 
of OECD e.n~(:JU..nted t.o a.pproxirre.tely ~2:?50 m:l.J.lion J.) a }!;.xport. credit,s 

have tl1"lS superseded t.rad:i.tional por-:.folio inv~stment as the rr.sjo:\n 

source of pl~ivat.e loan finan-eing for e1:~ono.mi.c de'irelopri.tent9 in developing 

cmtntries )1 for ho.nd i3l:i'..H:~3 for. investment :in developing ccnurtries 

amounted t(')J only ~.~:-90 mil..1ion in 1966 {2), 'l,he «::oun1;ries 11Ji t.h centrally 

fi! 2: to eight yea:nl as a s1 gnifica.t1~t. ele:m.ent of thei:u" o··~~e:r-all aid 

(2)CalcuJated on the basis of da··a r;onta.ined :b1 11~~or:~d Bank and IDAo 
Am:ual Repor><~ 1966/J..96?n pages 36 and JE-L 
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9o As has been em~h;,;.oized in the I epcr"~ of· he Secretary-Genert'.l of 

the~ United . :!.tions on 11Expo:rt. Credits and Devclcp.n It FinG.ncing" ( :)4271.) j) 

exp~rt C).'E!•"1its arc a. :celat:lveJ.y expensi v~ fcr!il of de-v·elopnent fina cinco 

by fO rernri~~- nt, :5 . .-J:,c:n."'os·t ~lubsid5.es c.~nd :t~ofinan<;ing fro. public funds 3 

pa. 'tj.c:ul~rly in 'C.he case of long-··erm eret~.itt:; ,.,hich no1~ ·-;.an often 

obt ni.ned at. in·~~eres~ rates inf't~rior o these=) prevailing on the 

:i.nt(-::~"'ne.tiona.l bond ma:r·ket" !ar~y develope :1 com!tries grant surh s 

and refinancing 1 and pro·vlde gcYerru.cwnt export credit · naurancs sn bling 

thc:lr e::rpol ters to expand expor·t. c:cedit, mat uri ties un' .:i.l vhey are r. in 

sEr..rcral ~ases.r r-Jx1o·•t as lcng as bond mat·iritieso Their 1-d.llingness o 

do St!> nw.y be explained by the fact. ths.t. the find it. easier to incr e 

the volume of e:-pm .... t. cx·edits tban that of aid creditso This ln turn 

f,:>l.lo~i~ fra the~.r vie\t: that export credits - par":ii~ula.rly long-tam 

credits como:ne gro"tfth.,~st:i..mulating effects (t~".lich benefit theit' 

domest:i.., economies) vr.tth de elopment a.iti features {which benefit th 

developing count. ric s) o 

In these circ:ums ta.nces 9 it. ie importa.n.t.. that d vel.oping eountrie 

should make the best possible use of such export credits as m.ay be 

available to ·hem._, The~c:. ---redits can play a tuse.t'ul role in he complex 

Iilachinel"Y o£ develOJA'l:ent f:tnancL1g, pro·~'idE:Jd that. their Uows » t rms and 

eon ·i tions are ta.ken int.o aceot.u'l.'i:-, in a cont,inu.ing re fiew of he <J s ~ 

·~~e:.t"ftS s~1~d :~onditions of the aggregate exte:r.n.al financing of all for· s 

likt ly o be obt.ained by ·~he ecipient ount_ f'., 
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10 n Part Tw oi' th~ Secreta.t y-General 0 s report ¥Jh:ich contains a survey 

of •1.ineveen national export credit syst~ms wa-=- prepared r.ith a iew 

to pro,."iding developir.g ccinrt.ries ~i. th infot·nl:lt,ion and guidance concerning 

the policies~ rules~ regula; ions and practices of export c~ecdt 

ins'Li tutions o Pursuant, to Econarrd.~ a.nd Social Coun,.:il resolution 1270 

(.XLIII) and the requests o£ the Corrmittee on Invisibles and Financing 

Re~ ted to Trades·· ·4;he above country studies l'Ji}..l be b1 .. ought up to date 

th~ough direct consultations with officials of the eA~rt credit 

insuranee and export credit institutions ~on.ernedci '!he first revision 

of the volume wlll be issued early in 1969, &\d subsequent revisions 

are expected to be published every two yearsQ An effor~ ~dll also be 

ma.de to expand the range or count,ries covered a.a eondi ~ions may justify 

and resources may permito In thie l.'iay de11·eloping cou.ut.riea will be 

kept informed of changes itt expor· ... ct .. ec:iit :ir.tSl.tra.nee and export credit 

financing policiesl> terms a.nd conditions in the va.r-lous countries coveredo 
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II 

.. GOODS EAPOP~A~P Fl-ill!l {agenda. item lld) 

llo In order to find outlets for their px·esent &"ld projected iridustrial 

p?Orluction, many developing cour~ries have been paying· inc~~asing 

a.t tention to the expansi.on of eJ!.:i.sting expc.rt markets and -the opening 

. up of ne\'lf ones $1. panieularly d ~~in the coo.te.xt of reg~ .. ona.l or sub-

:.egioria.l ea:onanic integration meflemantso In. 'l.hei~ drive to increase 

their exports . a..VAd to di vers~fy t~e:.n spel\1ially by t.he inclusion of such 

non-tradi.tioncl goods a~ chemireals 1 light engineering prot..uct.s, transport 

~qu.iy.i100nt and ot~e:rr capitnl gocds!' exporters in d·avelopiug countries face 

keen competi·~ion frcm trfaditl.ona.l suppliers n1 the. develt·i-lZd countrieso 

This ~onlpetit.~on is not conf5..ned to prices- qua.lit:y- and delivery period 

Consequently suppliers in developing countries have been incraas.ingl.y 

feeling the need for establishing export finaxu:~in~ fac~<-1 ~::;.:i.(.. S that 

would enable them to qffer credit· matu:r·ities aompa1 .. e.ble t o, _if no.t 

1.2" Some developing eow1tries .,,, Argent:ina., Bl .. c.u~il9 India» Israel.!} 

and el'.-porf(. credit acl1e:mes arni. oth~re are cont~mpl~ ting the intro~uction 

of GUch schemes~· The Un:l:terl Nat.:ions ha.s been active in providing 

technical assistance to m.~~~.~.ber Gcvernm~nt,s in"'t7.E::reated • est ablishing 

su.ch schemes, Si..11ce. the publication of t.he Secl .. etary-Ge:neral 17 s report 

on "Export Credits a.n.d Dewelopnent Finro:1cingn additional requeat.s have 

b an rece-1 ved for su~h ssistance ,, 

_/ 
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13 If such schemes have as yet been int.rodu,ced in only a few of the 

most sdvanced developing countries~ the reason :a, &e noted in the Annex 

to Pa:..ot. One of the ~e~retary-Generalu::.. repon tha"" their operation 

presents special problems in developing countrieso Tho v~llll-na of exports 

which l-IOuld be available for insurance in 1~ost cle~reloping countries is 

st.ill relatively Sl'!la.ll and it mig:1t therefore be difficult for an insurance 

scheue to s~ead risks adequately~ maintain ?Jn effective credit information 

servi~e and cover its administrative costso Premiums cannot be set too 

high t since the added cost might increase the s&.le price of th~ goocts to 

an uncompetitive level or~ if the exporter bore the cost himself in 

o:r.-del'" to secure the arde!"', reduce his margin of profit., 'Which ma.y already 

be dangerously s:?Allo If over a cert.ai.n period.)) premiums sho ld fail to 

cover adlrJ.nistrative costs a.nd claims.., go•rernments would bs obliged to 

ma...'l(e up the deficit 'h"ith a resul .. :L"1g strain on their already limited 

financial resource a" 

14., Furthermoretr even if export credit insurance is available.$) exporters 

may still face se."ious problems tJhen seeking to finance their export 

cre<iit transactions o The provision of such financing depends on banking 

1~scurces being available for the required period at acceotable interest 

rates. The banking resources ava1lable in developing countries may be 

more or less sufficient to meet forese$able abort-term. export credit 

financing requirements~ although tha high money-market interest ra·t.es 

prevailing in most developing countries may impede their effective useo 

In the case of export transactions involving credits "th mat.urities 

"0 ,; 
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exceeding one year, however~ exporters in developing count.rie3 may find 

it G..i.ffieult to obtain financing even it they hz:v-e insurance coverage, 

for such medith'Tl.-term credit facilities a.s exist are often devoted to 

t.he fina.neing of rela.ti vely high cost housing and construction projects 

at yery high interes~ rateso 

15 > In view or the special problems involved in introducing and 

operating export credit insurance and export credit schemes on a 

a'lational basis P in developilt..g countries., the Fiscal and Financial Branch 

will9 in the course of its research and consultations rela.ting to 

existing schemes in developing countries 51 devote particular .. ttention 

~;,o an analysis of their effectiveness and economic justification, 'With 

a vlew to their possible improvement and practical adaptatior. to other 

developing countrieso 

l6o Although this analysis of the existing schemes J881" show that in 

certain developing countries national scheme~ eould be ssta.bliebed on 

a self-supporting basis~ and that in others the establishment. ot 

government-subsidized schemes mignt well be economical.l.y justified, it 

is probah~e that there are many developing countries far Which neither 

ot these alternatives would be relevant <> F'or th~ countries the 

bes-;:. solution might therefore be the establisl"..ment ot sub-regional or 

regional schemes o These schemes could be coordinated 'With any existing 

national schemes and 11euld benefit all mEillbere by mking it possible 

to spread the 1 .. isks and lm-:er acmrl.nistra'tive costso In the ~se ot 

areas moving towards economic integration, the establishEent ot such 

schemes would be facilitated by the impetue towards economic integration, 

and would in turn give added mOillentum to the economic integration movement , 

o o o/ 



".nd requirements are Li..li:ely i..c i:'c adequa·e ::or suppol'r.i.lg a ~ub-re&tor.al 

c;ub:!.'idiza.tion ou the on-a h-?.nd ;:nd ··~he p<J'C.snt/ a.. t3roductnj a.1 d exporting 

'!S.p!~cit~;y of the a.rea in i:!lallufac~·urad or HEr~ i --iranuta.etur3d go• ds o:n 

lihe other, 

.1.. A: the regic.na.l h. vel . n:c~st step i!' fe ... ilitatins exp:. !''; 

(1) 
of extt.r•naJ. t • .c. .. ade of II:e:mbe., -::ouTi:.ries o 

~lose conoultation ~t th aev as uith other ~~terGsted ie~lopBGnt 

.tinanc institutions., 

18, U1 d""r Economic and Social ~cuncil resolutt::i.on 1270 {;-..LIII)p the 

Se ·ret--u-y-General uill submi to *he Council .-1.t. its fortv ·fifth 

se:.>sio·.l in the Stim:ler o:t 1968 a. progress r--POl~ en his enquiry1. a 

\thich time it i.s hoped to in~.~te especially too init:~al r actiona 

~--------------------
(J.) See e go thiE' Preambles of t.ha Cha.rt.ers establishinz :.ha Afrlee.11 

and J\sian Develcrpm.ent, Banks, A!"t.icie I of t.he Agree.nent E:JtabJ.ishing 
the Inter-American Devalm:roent. BarJ: end Chap~.er I of tl e Agreemen~ 
Establishing the Centrel .~.erican Bank for E:onamic Int egrat:J..onc 
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of the multinatioP~ financial institutions and the national Governments 

concerned This progress repo:r P e.s well as such concrete proposal 

for · .. he establishment of export credit and export credit insurance 

schemes as i!iaY e:a:::~rge frcm. ~his enquil"jr at <:.he l'.ationalf regional or 

indeed oid wide level, will also be at the disposal of the Committee 

on Invisibles and Finan ·ing Rel.a:ced to Tradao 




