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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT /

OFFICE MEMORANDUM

Mr. S. Aldewereld DATE: October 31, 1960

A. D. Spottswood aléﬁ

U.N, Conference on New Sources of Ehergx

I read the Information Bulletin on the initial organigational
arrangements for the U.N. Conference on New Somrces of Energy to be
held in Italy from August 21 - 31, 1961, The purpose of the Conference
will be devoted, according to the Bulletin, solely to the exchange of
ideas and experience in the application of solar emergy, wind power
and geothermal energy. Attendance at the Conference will be by invita-
tion only; invitees will participate in their individual and personal
capacities and not as representatives of international, governmental
or non-governmental organizations,

Since we do not have on our staff anyone qualified to contribute
knowledge or experience about solar energy, wind power or geothermal
energy, and since these sources of energy, with the possible exception
of geothermal energy, are still largely experimental, I do not see
much justification for the Bank to be represented at the meeting,

While there has been some interest expressed in development of
geothermal energy in a few of our member countries, nothing very
tangible has been developed in the way of projects in these countries
nor is the Bank likely to be asked to consider such projects except
perhaps in Iceland, Iceland has submitted to the Bank a rather pre-
liminary program for expansion of the facilities for heating Reykjavik
from geothermal sources, If the Bank decides to consider this project
it would come up for appraisal before the meeting in Italy in August 1961,

I therefore recommend that we not participate in the U.N. Conference
on New Bources of Energy.
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September 7, 1960
Your Ref: S0 2LlL(11)

Mr. C. V. Narasimhan

Under-Secretary for Special
Political Affairs

United Nations

New York 17 » N.Y.

Dear Sirs

On behalf of Mr., wsh to acknowledge receipt

of your letter of August 29; 1960, drawing the Bank's attention
to the resolution adopted by the Economic and Social Council on
July 25, 1960, regarding measures directed towards the advance-
ment of women, particularly in the under-developed countries.

In reply to your inquiry I wish te inform you, on behalf
of the International Bank, that we have no program on activities
directed towards this objective and therefore do not have any
suggestions to offer in this field.

Sincerely yours,

Enrique Lopez-Herrarte
Liaison Officer

Technical Assistance and Planning Steff
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FILE NDO.1

UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS * UNATIONES NEWYDRK * ADRESSE TELEGRAPHIGUE

S0 24 (11) 29 August 1960

Dear Mr., Black,

I wish to draw your attention to the attached resolution, adopted
by the Economic and Social Council on 25 July 1960.

The Secretary-General would be grateful if you would communicate
to him all available information concerning the various programmes
and activities of your organization directed towards the advancement
of women, particularly in the under-developed countries. He would
also appreciate any suggestions which you may wish to make concerning
the need for, and the possibilities of, any further action specially
directed to this end, including any ideas and suggestions which may
be based on the experience gained by experts or other personnel of
your organization, working in the field.

In order to enable the Secretariat to undertake the study without
too much delay, I would be thankful for a reply at your earliest

convenience.

Yours sincerely,

B sl PN AR

C.V. Narasimhan
Under-Secretary for
Special Political Affairs

e 4 )o / #

Mr. Eugene R. Black

President

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

Washington 25, D.C.



ANNEX

Resolution 771 H (XXX) of 25 July 1960

UNITED NATIONS ASSISTANCE FOR THE ADVANCEMENT OF WOMEN
IN UNDER-DEVELOPED COUNTRIES

The Economic and Social Coumcil,

Recalling that the principle of the equality of rights of men and women is
set forth in the Charter of the United Nations and in the Universal Declaration
of Human Rights, and that the effective realization of this principle is a goal
of the international community as a whole,

Considering that such realization depends everywhere not only on the will
of the public authorities but also on the economic means which countries have
at their disposal,

Considering that the economically under-developed countries are generally
those which have the least resources and must make the greatest efforts towards
the realization of this principle,

Recognizing, howsver, that the efforts which thess countries make do not
meet their needs in this particular field, despite the valuable assistance which
they receive either through bilateral agreements or from the United Nations and
the specialized agencies,

Recognizing that such a situation creates a serious obstacle to the advance-
ment of women in these countries,

Recognizing that further study by the United Nations and the specialized
agencies would be desirable in this field,

1. Requests the Secretary-General to study, in co-operation with
Governments of Member States and the specialized agencies, the need for and
possibilities of further United Nations assistance especially dirscted towards
the efforts of under-developed countries to advance the status of women ;

2, Invites Member States to assist the Secretary-General in undertaking
and completing this study;

3. Requests the Secretary-General to report on the results of his study
to the Council and to the General Aseembly at a later session,
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¥r. Demuth June 13, 1960

The Secretary-General of the United Nations suggested to the
of ECOSOC at the end of the 28th Session (December 1959) that
they should be represented during part of the 30th Session of the
Couneil by high ranking officials of ministerial level.

All members of ECOSOC accepted the idea in principle but wp
to date only Mr. Dillen, Under-Secretary of State of the U.S. has
agreed to be present. However, the U.K., France, the Netherlands
and the U.5.8.R. have indicated informally that they will also send
representatives to this meeting. Their appearance is
scheduled for July 11-1h to coincide with the general discussion on
the World Feonomie Survey.

:
:

I understand, also, that Mr, Jacobsson of the IMF is going
to attend these meetings because he sugpested to the Secretery~General
that perhaps it might be a good idea for him to bs present.

ELHzem
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June 9, 1960

Mr. Martin Hill

Deputy Under-Secretary for
Economic and Social Affairs

United Nations

New York 17, N.Y.

Dear Mr. Hill:

I wish to acknowledge receipt of your letter of June 3,
1960, to Mr. M.uithwhiohmmkindomughtouﬂu
the Bank a copy of the text of the report of the Secretary-
General on "Opportunities for International Cooperation on Be-
half of Newly Independent Countries,” as well as a draft for
an addendum to that report to cover activities of the special-
ized agencies.

We have no comments on the draft addendum enclosed

with your letter. We have already sent to Mr, Singer material
relating to the Bank and IFC for inclusion in this addendum.

H. Damuth
Technical stance and Planning Staff
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June 6, 1960

EC 23/2 (1)

Your Refs

Mr. Avramovie

ELHsem



UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS * UNATIONS NEWYORK - ADRESSE TELEGRAPHIGQUE

3 June 1960

FILE ND.:

Dear Mr. Black,

The main body of the report of the Secretary-General on
"Opportunities for International Cooperation on Behalf of Newly
Independent Countries™, which has only just been completed, will
be appearing as a document for the Economic and Social Council in

eess two or three days' time. I enclose herewith a copy of the text,
paragraph four of which refers to the work of the specialized
agencies and states that information concerning the agencies is
summarized in an addendum in order that an over-all picture of the
United Nations' responsibilities may be presented. A draft for
that addendum, which is not yet complete because the contributions

esss Of some agencies have not yet been received, is also enclosed. I
should be most grateful if you would let us have, as soon as possible,
any comments on the draft addendum, as well as material relating to
the Bank and the IFC that might be included. We shall have to submit
the draft for reproduction at the end of next week (10 June) at the
latest.

I régret very much that it has not been possible for us to
send this material to you sooner.

Yours sincerely,

ﬂw\.‘( hfj"' ‘h(/(

Martin Hill s

Mr. Eugene R. Black

President, International Bank for
Reconstruction and Development

1818 H Street, N.W.

Washington 25, D.C.



FoRM No., 75 INTERNATIONAL BANK FOR
(5-58) RECONSTRUCTION AND DEVELOPMENT

ROUTING SLIP

Dat; Zé&-;

NAME

/ /| Room wo.

_/&L ‘j’/:;ﬁﬁ -~ ./%&Léf,é\ S7L

Action Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
Commen t Per Qur Conversation
Full Report Recommendation
Information Signature
nitial To Handle

REManKS




£/3387/4dd.1
2 June 1960

Introduction
1. Resolution 752 (XXIX) requested the Secretary~Oeneral, in preparing hisg
report on opportunities for international co-operation on behall of newly
independent countries, to consuli.the executive heads of the gpecialized sgencies
cbncprned. Such consultations took place on the occagion of the meeting of the
Administrative Commitiee on Co-ordination in Geneva on 27 and 28 April 1960,
The information containsd in this report is based on the resultas of these |
consultations and on communications received from the specislized agenciesg
concerned. As wae indicated in the Secrstary-General’s wepori, ; the reporh
concentrates on the responsibility of the United Nations itself, while the
information concerning the specialized agencies is summarized in the present
addendusn, |

sudy 0f Heeds

2. It is evident that the specialized agencies concerned have, during ithe past
year or itwo, given special attention to the needs of newly independent couniries,
or new Member countries, or at any rate to %Eose regions —- Africa genecrally or
Tropical Africa specifically — in which most of the nswly independent counivies
are in fact located. Disoussions have taken place in the various govermmental
organs of the agéncies, leading in some cases to special firnaneial aetion.

At the Secretariast level, speecial studies have been made, special meetings have
been held and contacts have been made in order to determine the neture of Ghe
problems involved, and the best ways in which internafional actuion on the parh
of the agencies could be brought to bear upon these problems. To illusiraie

the United Mations Educational Scientific and Cultural Orgenization conducied

an enquiry on the most urgent needs in the field of education during 1959 in

22 countries and territories of Tropical Africa and convened a confevencs of
Ministers and Dirvectors of Education of Tropical African countries in Addis
Abzba in February 1960. 3 The World Health Organization bas had a regional

y E/ 33873 Pal‘ag.'aph 4s
2/ See below, paragraph [ I

/ ~é/ The report of this conference has been puhlisgad ag document UHESCO/
- ED/174. R
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office for Africa since 1951 and has gained valuable experience through the
engquiries, surveys and inspections carried out by this office. The International
Atomic Energy Agency missions have already visited certain newly independent
States and other territories which will shortly become independen®; in April
and May 1960 for example, the International Atomic Energy Ageuncy mission visited,
among other countries, the Ivory Coast and the Federation of ¥ali. In plamming
the visits of similar missions in 1961 the needs of newly independent States will
be borne in mind by the Internmational Atomic Energy Agency. The Food and
Agriculture Organization esteblished a regional office for Africa in 1958/593

two sub-regional offices, one for East and one for North Africa, will be created
during the biennium 1960/61. This is in addition to the secondment of techmicel
staff to the Joint Agriculture Division of the Economic Commission for Africa.

3. TWithout exception, the agencies have become aware of the need for linking
their own specialized approach with those of the United Nations and of the

other apecialized agencies, so0 as to result in concerted action. For insbance.
the World Health Organization states that the development of long-term plans to
meet the most pressing health problems of the newly independent countries must
be linked with those aiming at the socio-economic development of the countries
through the promotion of education and the development of agriculfure, industry,
sransport, trade and the building of roads. The International Labour Organis-
ation points out — and advises governﬁenis - that training projects in newly
indepehdent countries should be integrated in the countries' economic and social
development plans and programmes. Since managers, supervisors and workers are
all complementary, training for any one group may be partly ineffectual unless

a certain number of trained people in the other groups are also available,

Basic Needs and Priorities

4. There is no dispute that education, health and agriculiure form funda-
mental problems in the newly independent countries. The United Nations
gdgcational Scientific and Cultural Organization estimates that in Tropical Africa

as a whole more than 17 million children c¢f primary schocl age are not at
school; +o provide schooling for them would require the recruiiment of over
350,000 teachers and a corresponding programme of constructionm of schools and
teachers®' housing. In order to bring the present ratio of secondary to primary
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school enrolment to a level equivalent to 10 per cent only, it would be necessary
to create enough secondary schools to enrol an additional 575.000 pupils. The
World Health Organization points out that high prevalence of certain communicable
diseases facing the newly independent countries in more or less the same degrea,
notably malaria, smallpox; leprosy, yaws, onchocerciasis and bilharziasis.

The International Labour Organisation points out the general need for iraining
and for rural development. The Food and Agriculture Organization points out

that agriculture in which the vast majority of the population of the hawly
independent countries are engaged must provide the basic gtructure for a
development effort. The experience of the specialized agencies indicates ‘the
immensity of needs in spite of considerable progress achieved during the past

11 or 12 years in the countries which are now becoming newly independent.

5. Within the educational field, the Addis Ababa conference of the United
Nations Educational Scientific and Cultural Organization considered that the
present situation calls for a special effort on behalf of gensral tochnical

and vocational education at the secondary level, for training the intermediary
level administrative and technical personnel, and the semi-professional or skilled
workers, all of whom are generally meeded for launching and carrying out
programmes of sconomic and social development. The conference also gave top
priority to the training of teachers and of personnel for administering and
gservicing the educational system in gemeral. The World Health Organization
emphasizes, apart from the training of medical and pars-medical staff, priorities
in the field of environmental sanitation where the main needs of the African
countries are felt to be in the areas of housing, water supply, and the health
agpects of urbanization. The International Labour Organisation considers the
top priorities to be in training and rural development. As far as training is
concerned, priority is assigned to the establishment of integrated management
development, specialist and supervisor training centres, training and
productivity centres for industry and small industries service institutes. In
rural development; priority is given to development of co-operatives, handi-
crafts and small scale industries.

Main Areas of International Assistance

6. It is clear from the advice received from the agencies that they have
arrived, for their own respective areas of activity, at the same views as were

expressed for the United Nations itself in document B/3387, namely to concentrate
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international assistance on the development and effective maintenance of
national services and institutions3 on fact finding and determination of needs;
and on training.

7. Concerning the maintenance and development of national services, the
International Civil Aviation Orgd seinis out that heretofore the metropolitan
governments or their air lines have been responsible for the provision of air
gservices and the supporting ground services and that the comtinuation of these
/§%¥vices will undoubtedly form a subject of discussioni in instances where
arrangements for bilateral aid to continue these essential services are not
available, it can be expected that international aid through the International
Civil Aviation Orgenization will be needed. The United Nations Educational
Scientific and Culiural Organization = as has already been mentioned -
attributes high priority {o the training of perscnnel for adminisiering and
servicing the educational system. The World Heglth Organization feels that an
outstanding need on which assistance by the World Heelth Organization will
have to concentrate is the development and reinforcement of basic bealth
services with a view to securing integration of preventative and curative
services andldecentralization, so as to reach eventually the more peripheral
elements of the population. The World Health Organization also hopes 10
supplement the experience of newly appointed administrators and through a
programme of staff training to tie over difficulties which may arise from a
loss of persomnel provided by the former Administering Powers. The Food and
Agriculture Organization refers to the danger that the withdrawal of expairiate
persomel mgy cause difficulty in maintaining or strengthening services of the
Departments of Agriculture, Fisheries and Forestry and also mentions the
importance of efficient organization in developing research, experimentation
and extension work, The International Labour Organisation emphagizes the
importance of empldyment service organization, employment information,

labour inspection, labour administration, etc., and comsiders the strengthening
of institutions and services as the basic needs of countries which have
recently attained, or will shortly attain, independence. The World
Meteorological Organization has a principal concern to ensure that any
meteorological and hydrometersological services developed prior to independence
are maintained and developed, since the services have been established with the
aid of funds and scientists from outside the new State the supply of which may
cease or be reduced.
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8. The emphasis on fact finding and preliminary fact finding misgsions &s &
priority for international assistance is common to the agencies. The
International Atomic Energy Agency points out that because of the relative
newness of nuclear science techniques, i% is necessary in each case to assess,
in the light of prevailing conditions, whether it is deamrablg and practical
%o apply atomic energy in preferénes, or in addition to, more convenbional
methods. The missions organized by the International Atomic Energy Agency for
this purpose will include newly independent couniries; in.Harch/April 1960 a
study was made of the facilities gvailable in a number of countries in Africa
including the Belgian Congo. The Igtarnational Labaur.ﬂrganisation also
emphasizes the importance of an nmeumzids accurate and continuing knowledge of
manpover needs and resourced. The Food and Agriculture Organiszation finds
that many countries will need to underialke surveys and investigations in order
4o esteblish a national policy for agricultural development; the surveye
mentioned include soil, water, nutrition, foresiry, fisheries and ag"icaltu.al
education surveys. The United Nations Bducational Scientific and Cultural
Organization proposes %o concentrate iis ea?orts in 1961/1962 on surveys end
studies designed %o facilitate edncutloaﬂl planning, and will undentake,
in co-operation with the Economic Commission for Africa and the International
Labdﬁr Orgonisation, a survey. of the educaiional requirements of economic
‘ developmen£ in Africa.
9. Regarding training; the Food and Agriculiure Orgenizaiion siresses the
importance of improvement of erisiing and the esteblisbment of new agricultural
gchools and universities and of regearch and experimentél ptations which will
need trained personﬁGI, Correspondingly, assistance in %raininé and education
of teéhnicaf;personnel and the strengihening and establishment of wegearch
institutes snd advisory services ere considered among the priority tasks for
Food and Agriculiure Organization assisbtance. The United Tations Educational
Scientific and Cultural Organizaiion conference of Ministers and Directors of
Education in Addis Ababs = decided Yo give top priority, inter alie, %o the
4raining of teachers. Specifically,; the ﬁﬂita& Wations Bducational Scientific

and Cultural Orgenization experts to give prirority in the coming years to
A st e A

4
:/ See sbhove, paragraph 2.
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technical and financial aid for establishing or strengthening national or
regional centres for the training, or jn-service training, of teaching staff
in teacher training schools, and of secondary school teachers, particularly
jn the fields of science, mechanics and modern languages. The World Health
Organization considers that the shoriage of medical and para-medical staff is
an outstanding problem which is expected to become more and more aoute. The
Organization therefore, through its fellowship programme, through direct
technical aid, and through projects for the demonstration of services and the
training of personnel, will endea¥our %o help the national health gdministrators
4o face problems ariging from their deficlency in quality and quantity of staff.
The International Atomic Energy Agency is studying the problems invelved in
establishing one or more regional radioisotope training centres in the Middle
Bast and Africa. If it is decided that regional training arrangements should
be mede, they will be available to the newly emerging independent States in the
region. The emphasis by the International Labour Organisation on complementary
training projects has already Dbeen emphasized above. }-/ Because of the great
diversity of training needs and the imporiauce of integrating training projects
into economic development plans or 'progrsnms, the International Labour
Organization feels that there should be no auestion of standardised projects for
implementasion in a number of different countries. Bach country’s needs must
be studied individually.

Pinancial Action

10. The World Health i.ygmization has inereased its regular budget expenditure
in ite African region 2 from $835,000 in 1959 to $1,052,000 in 1960 end
$1,237,000 in 1961. Sjmulbaneously, the World Health Organization activities
from the Erpanded Programme of Technical Assistance funds have been increased
from $679,000 in 1959 to $764,000 in 1960. In addition, expendituxre from the
melaria eradication special account in the World Health Orgsnization African

-‘V See paragraph 3.

2/ A1l Africa south of the 20 degree N. parallel of latitude to the
western border of the Anglo-Bgyptian Sudan, to its junchion with the northern
border of Belgian Congo, thence eastwards along the northern borders of
Belgian Congo, thence eastwards along the northern borders of Uganda and Kenya
1o the Ind-ian Ocean.
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" pegion has been increased from $299,000 in 1959 %o $1,470,000 in 1960 and
$2,134,000 in 1961. The thirieenth World Health Assembly in May 1960 decided

to add to the budgetary provisions for 1961 the amount of $200,000 to finance
additional assistance in programmes and services based upon requesis from new member
and associate members and newly independent or emerging States. The United Nations
Educa.tional Scienkific and Cultural Organizetion’s proposed educawion programme
for Tropicel Africa for 1961/1962 including the teaching of social and natural
sciences provides for an amount of approxzimately $300,000 under the regular budget
of the Organization. The United Nations Tducational Scientific and Cultural
Organization®s 1961/1962 Expended Programme of Technical Assistance will receive
$1,130,000 for use in Tropical Africa. These funds are felt to be inadsquate

%o cope with educational problems of the size and complexity faced in the region.
The United Nations Fducational Scientific and Cultural Orgenisation hopes for an
jnorease in funds evailable both from the Expanded Programme of Technical
Assistance resources and through the United Nations Special Fund, which has
recently decided to extend its activities in appropriate cases into the area of
secondary education. The International Labour Organisation plans $o increase

its regular budget expenditure in countries and territories in Africa south

of the Sahara from $85,000 for 1961 to $108,000 in 1962 and simultaneously expects
to spend from the Expanded Programme of Technical Assistance resources

$353,000 in 1961 and $385,000 in 1962. All these figures are greatly increased
over those approved for 1960 but the Interna.t:.onal Labour Orga.nisa.tion feels it
would be unreslistic to assume that the planned expendituve for 1961/1962 can
provide assistance on “the scals warranted by the circumstances and needs of the
newly independent countries. The International Labour Organisation also feels
‘I:hat Special Fund projects in its fields of competence would also be technically
justified in several cases. The regular programme for 1960/1961 of the Food and
Agriculture Organization approved by the tenth gesgion of the Food and Agriculture
Organization conference places somcwhat greater emphasis on Africa than before

but does not f£ind it possible, owing %o financial limitations and the fact thai
there is no  budgetary provision for technical assistance in the Food and
Agriculturs Organization's regular programme, to include any special provision
conbeming assistance to newly independent countries. The Food and Agriculture
Organization planning targets forA% and 1962 from the Expsnded Programme of
Technical Assistance Iftmds in the African countries provide for some increase in
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assistance to be rendered, but this target if felt by the Food and Agriculture
Organization to fall far short of the objectives envisaged by the Economic and
Social Council resolution. It is for this reason that the Food and Agriculture
Organization contemplates negotiating with the countries concerned a well considered,
rather large Category II programme which could be implemented immediately
additional funds are forthcoming. The International Atomic Energy Agency draws
attention to the fact that it seems unlikely that a special measure of assistance
could be provided in 1961 to newly indepsndent couniries from its regular budget,
as only member States are eligible for assistance from the agency's operational
funds. In that year, therefore, the Initernational Atomic Energy Agency expects
to rely mainly wpon the contingency funds of the Executive Chairman of the
Technical Assistance Board for providing assistance.
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SOCIAL COURCIL
ORIGINAL: ERGLISH

Thirtieth session
Agende. item b4 (b)

ECOROMIC DEVELOFMENT OF UNDER-DEVELOFED CCURTRIES

OPPORTURITIES FOR INTERRATIONAL CO-OPERATION ON
BEHAL® OF NEWLY INDEFEWDENT COUNTRIES

Raport of the Secrwtary-General

I, Introductory Remarks

1. The following report is presented in accordance with the request contained in
resolution 752 (XXIX) of the Economic and Scecial Council, The Council®s debate

at the 20%th session had been based upon observations submitted by the Secretary-Cenersl
in documant E/3338 entitled “Opportunitiss for International Co-operation on behalf

of Former Trust Territories snd Other Newly Independent States”. The present report
represents the development of the suggestions made in the above document and should

be read in conjunction with it. Even since document E/3338 was drafted, the tempo

of independsnce has been accelerated and the scope and urgency of the prodlems initially
raised by the Gepercl Assembly under resolutions 1hlh and 1415 (XIV) substantially
increased.

2., The suggestions now precented are still formulated in geneval terms, A blue-
print of individual projects of technical assistanee through the United Natioms would
not correspond to the realities of a rapidly changing situation whick cbviously requires
a high degree of flexibility in the progrommes designed to meet it, Furthermore,

the presenmtation of a programme in terms of individual projects, at this stage, would
be premmture and unrealistic in view of the discussions between the countries con-
cerned end various Govermments concerning bilateral aid which will no doubt be, in

most cases, of cirucial importance,

3, The Scoretary-General has had the opportunity of ascertaining - in some cases

in detail, in others in general terms - the views of most of the sountries which

have obtained or are to cobtain indeperdence this year concerning the aid for which they
look to the United Mations, The Secretariat moreover hes available, as a chamnmel for
i{nforwation concerning the situation and requirements of individual African countries,
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the staff of the Economic Commission for Africa in Addis Ababa; and the
Secretary-General’s collaborators end officials of the Technical Assistance
Board have discussed on the spot specific projects for United Hations assistance
in some of the newly independant countyies,

4, The executive heads of the specialized agencies and the International Atomic
Energy Agency have been consulted concerning the present report and several of
them have submitted information conceraing recent increases in budgetery apiwo-
pristions in fevour of newly independent ecountries or in fevour of the areas in
which countries achieving irndependence in 1960 are located, snd concerning
current and planned activities of their respective agencies, which complement
and support those of the United Fations itself, In broad terms, the problem
with vhich this report is conm}y problem for the United Hations family
as a wvhole; while thc,l*w:lll concentrate on the responsibilities of the
United ¥ations itself, the information concerning the specialized agencies
referred to i3 being sumerized in an addendum in order that an over-all pieture
may be mmted.

. long-term Problems and the Problems of
Transition to nee

90 Rela%ively minor demands have been made in the past for United Fationms
assistance on behalf of territories which were not independent and whose welfare
and development depended in large degree on the actions and assistance of an
administering power. It is likely that after independence, assistance from the
former metropolitan or adminietering powers will, in most cases, be contimued or
increased, and that bilateral aid from new sources will be fortheoming,
Bevertheless, the new countries should in any event be given their due share of
United Nations assistance., The three Trust Territories that bave obtained or are
%o obtain independence in the immediate Puture, together with the Non-Self-
Coverning Territories which are now expected to achieve independence this year,
bave a population of between 60 and 7O million or close to 5 per cent of the tdal
population of the under-developed areas to which technical assistance is rendered
by the United Nations, Most of thom moreover ave at a relatively early stage of
development, and thelr needs for assistance of 2 pre-investuent nature are
correspondingly great, In 1958 their combined share of the total expenditure
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undsr the Exparded Programme of Technical Assistance and the United Mations®

regular programme wae only 0.5 per cent. As a result of action by the Technical
Assistance Board (made poesible in part by the increase im the curremt and
mmﬂunamumeWMwmmum-m
involving also some curtailment of progremmes in other countries) their current share
has been raised from the 1956 level to approximately 1.3 per cent in 1959 end 21
per cent in 1960, That sbare will need to be more than doubled and perhaps tripled
if it 15 %o be brouvght roughly into line with that ofothexr Meubers of the United
Fations at comparable stages of dwelojnunt.y

6. This increase refers only to long range technical sssistance for economic and
social development., In addition, there are the special temporary and urgent
problems of transition to independence with which resolutions 11k and 1815 (XIV)
of the General Asseubly were concerned, These special problems of transition,
nhlytobemmmumdamabymstotthn countries concerned, and the
reasons why action of the United Wations family to belp meet them is so important,
vere sunmerdized in the Secretary-General®s earlier repurt.g/ In the following
section, that picture will be fillsd out by reference to requests so far submitted
and interests expressed by nswly indepsndent countries. The final section will
discuss the additiomal funds required by the United Fatioms itself if it is to
carry out its share of a modest international action designed to meet these emergency
needs,

III, Fature of action

7. It is scarcely necessary to emphasize that the needs of newly independent
countries vary enmormously according to the state of development of these countries
and the amount and kind of bilateral and ron-United Mations multilateral assistance
they are receiving or can expect, Furthermore, while it is vital - as the
Secretary-General®s earlier report emphasized - that technical assistance should be

1/ The Technical Assistance Board has indicated its awareness that the recent

modest increase in the share of the “new” African countries in the Expanded Frogramme
of Technical Assistance is inadequate and it has raised, for the countries of tropical
Africa, the proportion of projects in category II {those whose implementation
depends on additional. funds being svailable) to those in category I (those whege
implementation is definitely approved) from the customary figure of 50 per cent to

100 per cent, There is therefore likely to be a considerable reserve of soundliy
conceived technical assistance projecis, capable of being implemented promptly in the
event that additional resources are forthcoming.

2/ E/5338
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given promptly, the scope of the requests to be brought to the United Fationms

1s largely unpredictable and can at best not be foressen in any detail. However,
certain ¢rends are clearly discernible from requests received on tehalf of elght
nevly independent or soon to be independent countries as well as from consultations
held with leaders or representatives of these countries;

a) Many of the first requests for technical assistance have as their main
purpose the identification of needs and of services that the intermatiomal
institutions might render most effectively, Some IZZXIFEX examples include
"assessment of needs in public administration”, "short-term gemeral economic survey",
"organization of statistical office™ arnd "survey of transport requirements”,
"assessment of training requirements”, “organization and planning of social services",
Also among esrly requests there will, by present Meatiou, be reqmsta for
mineral and cartographic surveys nn&/ga&gt ond <hs '
mins,and toun planning in connexion with new capital cities,

b) There is often a marked desire for consultation with outside persons of
acknowledged authority and wide exparience, on a wide variety of matters at the
policy as well as the technical level, ranging from the consideration of fimaneial
requivements; including balance of payments problems, to problems of industrial-
ization, and from problems of public administration to those of wrbanisation and
housing, Covermments are seeking technical assistance from the United Nations
and its related agenices that willlelp them to qualify for more far-reaching
assistance fyrom the Special Fund or the actual fivencing of development projects
through ths Internmational Bark ard other financiel agencies., In the important
matter of presenting carefully prepared projects at the right moment and in the
right wvay, newly independent countries tend ¢o be at a disadvantage insofar as they
ususlly lack the mecessary mechinery and e:peﬂenca,y-m may have difficulty in
providing immediately those guarantees of adequate management that are often
sought as a condition of finmamcial aid, Through OFEX and accelerated training

3/ The anmal report of the Managing Director of the Special Fund for 1959
states that the relatively small number of projects allocated to Africa is due
partly to the initial problems relating to the evelution of appropriate projects
and the formulation of requests (SF/L.28, para, 23), The Governing Council of the
Special Fund has authorized a "Preparatory Allocation” of $250,000 to be used
during 1960 to assist Govermments, if they so desire, in the preparation of
requeste (ibid,, para. 1h),
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programes, the United Mations is trying to meet these problems; such assistance
should play an incressing yole in the future,

e) Interest has been expressed for assistance by the United Mations in
recruitment from abrosd of eivil servants and technical personmnel atall levels,
The United NMations has already dealt, from time to time, with requests of that
type, Such services might be placed on a regulay basis in order to help new
Govermments. They will be particularly useful in the case of schemes of natiomal
or re significance which lack of trained persomnel rather than of fimance
prevents/being carried out. The United Nations would ascertain from the Govermiont:
the remmeration and conditions of service offered and endesvour to submit for
consideration candidates with the necessary qualifications and willing to accept
enployment undar the stated conditions, No new sdministrative ocrganization would
need o be created; the newly independent country - or eonceivsbly the home
country of the recruit, under s bilateral agreement with the newly independent
countyy - would assume responsibility for salaries and other conditions. The United
Fations would merely provide what it is often extremely difficult for a small and
poor country to provide for itself, pamely the means for recruiting experienced
people from ebroad,

If the principal countries. which are sources of trained psrsommel will
co-cperate by making svailable the machinery which they have already established to
assist the United Mations to recruit experts and OPEX persommel, or by creating any
new machinery that might be necessary, and if a considerable part of the task of
recruitment can be undertaken on a group rather than an individusl basis, the
additional cost to the United Nations of such a scheme would be quite small,

Since resolution 200 (IIT) of the General Assembly authorizes the
Secretary-CGeneral when requested to do so by Meuber countries to provide fecilities
designed to assist Govermments to obtain technical persomnel, equipment and
supplies, and to arrarge for the organization of such other services as may be
appropriate in the promotion of economic development, no broademing of existing
authorization is required in arder to emable existing services to be extended in
the mmer proposed. The usefulness of the scheme will of course depend in no smsll
measure on the co-cperation of the spsclalized agencies in respsct of regquests
mhmmwmwmumwmmnmmuw.
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The Seeretary-General would not accept any such request without the express
agreement of the agency conmcerned; he is in comswitation with the executive
heads of the specialized agencies with a view to reaching appropriate working
arrangements in this regard.

d) There are clear indications that assistance of an operational and
executive character (OPEX) will be of particular importance to the newly emerging
countries, Much emphasis was placed in the Secretary-General’s earifer report
on the problem facing these countyies because of the grave lack of trained personnel,
especially in the technical services; and on their urgent need for help from
external sources in running these services until local persomnel acquire sufficient
training and expsrience to take over., A separate report on the experimental
OFEX programme will be submitted to the Council by the Beeretary-General in
docunent B/3370. As many as 54 requests for OFEX assistance, covering a wide
veriety of administrative fields, have been received to date from eight countries
in Afriea, Only one of the eight newly emerging states is included in this mumber.
From the preliminary discussions which bave already taken place, it seppears
highly prcbable that requests for substantial OFEX assistance will be received
from the remaining "nsw” countries as soon as they are in a position to assess
their needs and priorities.

@) As was to be expected, efucation and training sve ususlly considered
to hold the key not only to the material welfare of the newly independent ecountries
but elso to the very stability of nev States. As regerds education, reference mmy
be made to the UNESCO section in the sddendwm to this report. Intermstiomal
assistance will often exert its greatest leversge by training the imstructors who
in twrm will train others, The conference of Ministers end Directors of Edueation
of Tropical African Countries recently convened by UNESCO in Addis Abeba (Pebruary
1960) decided %o give top priority to the training of teachers and the training
of personmel for admindstering and serviecing the educational system in genexal,

As yegards those aspects of training with which the United Fations itself
is clesely concerned, the public administration training institutes in Ethiopis,
Libys and the UAR (Egypt) are already maling a significant contribution, and
another has recently been established in the Sudan, The need for assistance of the
same kind fe likely to be Telt at an early stage by the newly independent countries,

It is anticipated that training measures of other kinds also will play a
particularly important role, emphssis being placed on (a) rapid tvaining (b) in-
service training (¢) training at home. In a sense, 2ll experts and advisers sent
under the technical assistance programme, as well as OPEX persommel, have a general
duty, as requested and needed, to utilize any opportunity compatibls with their
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main assignment to train and instruct local persomnsl, or to assist in such
training and inetruction. Some of the training activities may, with advantage,
lead to regional projects in which newly independent countries will be served
together with other countries faced with similar problems, and on which, whersver
possible, the facilities and staff of the ECA should be utilised. '

I'o LEDPGIS L0 fIequilail LD XiBTINS UL DICHEL QNG

8. The Council's resolution 752 (XXIX) requested the Secretary-General to
‘report on opportunities for international cooperation on behalf of former Trust
Territories and other newly independent states.-

"({a) Under the regular assistance programmes, specifically those established
by Generel Assembly resolutions 200 (III) of 4 December 1948 concerning technical
assistance for economic¢ development, 723 (VIII) of 23 Ostober 1953 concerning
technical assistance in public administration and 1256 (XIII) of 14 November 1958
concerning operationsl, sxeoutive and administrative persommel, and having regard
to the possible noed for the provision of additiomal funds in the United Nations
regular budget for these purposmes;

"(b) Under General Assembly resolution 418 (V) of 1 December 1950 regarding
advisory social welfare services.” _

‘9. The needs and opportunities outlined in the section above fall equarely
within the purview of General Assembly resolutions 200 (III), 723 (VIII) and

1256 (XIII). An increase in the Tunds available under these items is essential to
meet the special needs of the transition to independence. How large the increase
should be is difficult to determine, eince for the rgasons given, no programme
covering these special needs can be laid down in advance. By way of indieation,
it may be noted that in the case of Lilya, which attained independence at the ond
of 1951, the programmes of United Nations technical assistance undertaken totalled
approximately $650,000 in 1952 and $775,000 in 1953. Bearing in mind that experi-
ence, and in the light of what is know of needs and probable requests on the one
hand and the possibilities of United Nations action on the other, the Secretary-
CGeneral feels that an increcse of not less than two and a half million dollars a
year for the next few years will be required for assiatance of the United Nations
itself in mesting the special transitional needs of the eight countries achieving
independence in 1960.
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10. This amount of $2.5 million should in the first year be used for sssistance
under General Assembly resolutions 200 (III), 723 (VIII) and 1256 (XIII), for
which the credits ave at present 480,000 dollars, 300,000 dollars and 300,000
dollars respectively. The level of appropriations under resolution 200 (III)
has remained unchanged over the past deeade, in spite of a more than 1007
increase in total United Nations assistance activitys those under resolution

723 (VIII) have likewise remained unchanged for the last four years, in the

face of constantly and rapidly inereasing United Fations respomsibilities. A
special note on the OPFX scheme is being submitted separately to the Council.
Themunurmmdnavaihbhmldhmhjwttotﬁmiﬂmmm
controls, standards and basis rules of operation as those avallable through EPTA,
(.-Additiomlﬁmdumunﬂbomm in the first year under Assembly
resolution 418 (V) for which the mt level of credit is 81,200,000, This
level wag reached when the Ueneral Assembly at its last session approved an
increase of the programms by $275,000 or 30% over the 1959 appropriationy in
doing o, the Gensral Assembly acted on a recommendation of the Couneil/which
the needs of newly independent countries were specifically noted (resolution

731 G (XXVIII)} These additional resources will increasingly be used during
1961 and 1962 to strengthen social assistance in Africa, The distribution of
funde between the various activities mentioned, including those covered by
resolution 418 (¥), as well as the total amounts required, would be reviewed for
. subsequent years in the light of ezperience.

11, The increases in the regular programme discussed ebove, if approved by the
General Assembly, would affect the budget for 1961, But it is essential that
increased assistance to the newly independent countries should begin imrediately.
One measure by which this could be achieved would be to increase the contingency
authority of the Hxecutive Chairman of TAB from its present level of 5 per cent
of the total programme - emounting to $1,650 million ~ to & level of 7§ per cent,
or $2,475 million, the increase to be particularly devoted to the special needs
of newly independent countries, The increase in the Executive Chairman®s con-

tingency authority in 1960 would be a first charge againet the resourves for
1961, as under present procedures.
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12. This recommendation - which has the full concurrence of the Executive
Chairman of the Technieal Assistance Board - is not lightly mede. It is

made in order to deal with a special problem and in the firm expectation of
increased contributions $o the Expanded Programme of Technical Assistance, in
line with General Assembly resolutions 1382 (XIV) and 1383 A (XIV)., As was
pointed out earlier in this report, a sizable addition in the flow of contri-
butions to the Expanded Programse would be required mersly to enable the
programme to incorporate the newly-independent ecountries at 2 normal level of
activity, "while", in the words of resolution 752 (XXIX), "fully maintaining,
or increasing, assistance given to other regions”.

13. The Executive Chaimman's contingency fumd will be no less important after
the current year, making i% possible to deal with special problems im newly-
independent countries more promptly and with more special consideration than
would be possible under the biennial field programme procedure. It is hoped
that from 1961 onward, the contingency authority cam be kept et least at the
level of 75 per cent and if possible be brought wp %o a figure of 10 per cent,
provided that increased contributions make possible a simltanecous expansion

of the planned programme as well.

14. From these proposals it should be clear that, whercas a substantial increase
in appropriations is made necessary by the emergence of a mumber of countries
into independence, it is not suggested that a special programme for such countries
be established. The eriteria which have been developed over the years for grant-
ing of technical assistance would continue to be applied. These oriteria would
adequately cover the special transitional problems which may be encountered and
with which this report is concerned.
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OFFCE MEMORANDUM

Files DATE: June 2, 1960

Dragoslav Avramovic

l, The Eighth Session of the U,N, Commiesion on International Commodity
Trade was held in New York between May 2 and May 17, 1960.1/ I attended a
part of the Session as the Bank's observer. The agenda of the Session included:
(a) review of developments of international trade in primary commodities; (b)
review of projections work in the field of primary products; (¢) discussion of
compensatory financial measures to offset fluctuations im export income of
primary producing countries; (d) impact of fluctuations in economic activity in
industrial countries on international commodity trade; (e) peview of national
measures to deal with fluctuations in primary commodity markets., Most of the
discussion was centered around subjects under (a), (b) and (¢) above. The topics
under (d) and (e) were hardly touched,

t ty Situat

2, Congiderable and fairly unanimous concern was expressed over the
failure of the terms of trade of primery commedities to improve during 1959.
The U.N. price indices suggest that the terms of trade for 1959 as a whole
(88 with the base of 1953 = 100) were two points below the recession level in
1958, and that they only improved slightly in the second half of 1959 over
the trough level reached in the first half of the year, I suspect that this
sluggishness of the aggregate terms of trade in the face of industrial recovery
and a considerable rise in prices of cyclically sensitive commodities (rubber,
copper, zinc, tin, long-staple cotton, jute) is partly a result of the nature
of the statisties.2/ On the other hand, many primary products were still
characterized by low or declining prices (e.g. coffee, cocoa, sugar, petroleum),
and have tended to hold down the average level of primary export prices,

3. It was rather surprising that the problem of stabilizing the prices of
primary products - which has invariably been the center of discussion at all
earlier sessions - did mot occupy most of the attention of the present session.
Perhaps this was because the problem was not on the formal agenda of the
Session; another reason may have been that the export earnings of primary pro-
ducing countries rose in 1959 by about 5% owing to a substantial expansion in
export volume despite the continuing low average prices. Thirdly, an increasing
number of the less developed countries may be beginning to think that the short-
run stabilization of primary prices may only solve a part of their economie

1/ The Commission at present consists of representatives of the following
countries: Argentina, Australia, Belgium, Brazil, Canada, Chile,
Czechoslovakia, France, Greece, India, Indonesia, Pakistan, Sudan, Union
of Soviet Socialist Republics, United Kingdom of Great Britain and Northern
Ireland, United States of America, Uruguay, and Yugoslavia,

2/ The U.N, index records actually realized unit values, which may lag
considerably behind the market quotations,
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problem and that the ultimate solution lies in raising the rate of capital
formation. Whatever the explanation, the major emphasis of the discussion
this time was placed on the need to diversify the production and export
structure of low income countries, to accelerate their economic growth and
to step up capital inflow., The report of the Commission, summarizing recent
developments, contains the following concluding paragraph:

"The Commission felt, during the course of its discussion, that

the problem of long-term imbalance between the demand for and

the supply of primary commodities should be approached by action
designed to increase their consumption and facilitate structural
adjustments towards diversification in primary producing countries,
This calls for continuing attention to the need for promoting
economic growth and development, reducing impediments to the flow
of internetional trade, and raising the levels of purchasing power
throughout the world, It was recognized that, since total earnings
from the export of primary commodities are, in general, inadequate
to enable underdeveloped countries to procure the imports needed to
help sustain a satisfactory rate of economic growth and develop-
ment, these earnings must, in such circumstances,be supplemented by
substantial external financing®,

Compensatory Financing

4e The Commission discussed at length the problem of compensatory
official financing to offset fluctuations in export earnings of primary pro-
ducing countries., The discussion was a prelude to a thorough consideration
of the same subject, to be undertaken by a group of experts who will be
agpinted by the Secretary-General in the second half of this year. This group
of experts will "examine the feasilility of establishing machinery, within the
framework of the United Nations, designed to assist in offsetting the effects
of large fluctuations in commodity prices on balances of payments, with special
reference to compensatory financing®™. The purpose of the discussion at the
present session of the Conmission was to suggest to the group of experts some
of the major lines of inquiry which particular delegations had in mind,

5« The International Monetary Fund, which is directly involved in any
discussion of compensatory financing, submitted its report to the Commission
("Fund Policies and Procedures in Relation to the Compemsatory Finanecing of
Commodity Fluctuations", March 30, 1960), The report argued that the present
level of reserves and of drawing rights on the Fund were sufficient, on the
average, to enable the primary producing countries to overcome temporary pay-
ments difficulties due to export fluctuations of the order experienced in the
postwar period. It was further argued that the dominant problem before these
countries was not so much to find the resources to offset the short-term flue-
tuations in their export proceeds, as to achieve a satisfactory long-term tremd
in their exports and to prevent spurts of inflationary pressure which would mske
import demand outrun foreign exchange resources, thus creating domestic balance
of payments difficulties. The Fund report opposed any automatic formula which
would determine the amount of assistance in cases of export declines. However,
the Fund expressed its continued willingness to provide help to all countries
which were taking appropriate steps to preserve internal financial stability and
to maintain balance of payments in equilibrium, taking good years with bad.
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6. Fund policies and the position taken in the report were exposed to
a good deal of criticism, but the tone was fairly mild. Most of the critics
from low-income countries argued that the Fund's Charter prevemted it frem
being sufficiently "flexible"™, in the sense that rigid limits were imposed
both on the amounts and the terms of compensatory finance. The sharpest criti-
cism was that by Brazil; its representative argued that the Fund treated the
developed and the underdeveloped countries equally, "despite the fact that the
basic economic conditions in these two groups of countries were radically different",

7« The policies of the Fund will be examined further by the group of

experts (see 3 above). Their terms of reference suggested by the Commission are

to "consider whether the Fund could provide in all cases satisfactory mechanism
for compensatory finamcing. Certain delegations held that machinery other thanm
that provided by the Fund under its present policies and procedures would be
needed to afford an adequate solution. Certain other delegations, however, ex-
pressed reservations as to the feasibility of mechanisms for compensatory financing
beyond the scope of the Fund's activities™ (Final Report of the Commission, III D),

8. The Fund has offered to cooperate, in a consultative capacity, in the
work of the group of experts. It is useless to attempt to guess what the recom-
mendations of the group of experts will be and what effect, if any, these recom-
mendations may have. The Fund officials are confident that no change will be made
in the existing machinery of compensatory finance. Some people at the U.N,
envisage a recommendation urging the Fund to "liberalize®™ its treatment of low
income countries. It is not known as yet what will be the composition of the
group of experts. The names mentioned in the U.N, Secretariat include Prof.
Edward Mason from Harvard University and R.F. Kahn, Cambridge, England,

9. Although no one mentioned that the Bank may be approached to cooperate
with the group of experts, I would not entirely exclude this possibility. Several
delegations raised the question of the relationship between compensatory borrowing
and the aggregate indebtedness of low income countries, and the report of the
Commission specifically directed the group of experts to address themselves to
this problem in connection with the terms of repayments of compensatory loans,

Economic Projections

10. At onme of its earlier sessions the Commission had requested the U.N,
Secretariat to explore the feasibility of preparing medium-term projections of
the supply of and the demand for primary products. As a first stage of this work,
the Secretariat wrote a paper on the methodology of projections for non-agricultural
commodities., In addition, the FAO submitted a short review of its projection:
work in the sgricultural field. The discussion of these papers was fairly per-
functory, presumably because of their technical nature. As a next step, the
Commission requested the U,N. Secretariat to undertake "pilot" studles for a few
non-agricultural commodities. Dr. Mosak, Director, Division of General Economie
Research and Policies, was very reluctant to undertake any fixed assignment; in
conversation with me, he stated that the Division was not at present equipped for
this kind of work and that they would proceed carefully and slowly,



s

11. The interest of the Commission in economic projections is in line
with the increasing preoccupation of most intermational agencies with this
branch of economic analysis. By maintaining steady contact with the
appropriate people in these agemcies we may benefit considerably from the
work done elsewhere, I don't think this will relieve us entirely of
responsibility for preparing our own analyses and arriving at our own
Jjudgments, but it will facilitate our efforts considerably. The assump-
tion, of course, is that we also make our own studies available insofar as
they are of a non-confidential character. In the course of the discussions
in the Commission, Dr. Gerda Blau, Director of the FAO Commodities Division
stated that there was excellent cooperation between the Bank and the FAO.

12, The Commission was informed that the U.N. Administrative Committee
on Coordination has convened the second inter-agency meeting on economie
projections to be held im July 1960.1/ The provisional agenda contains a
suggestion that the Bank representative illustrate the projection methods
used in the studies prepared by the Bank staff. In addition to the tech-
niques of commodity projections, another main topic at the meeting will be

a review of methodology and of actual income projections for less developed
countries,

ce: Mr. Rist

1/ The first meeting was held in September 1958.
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May 31, 1960

Your Ref: EC 243/2 (1)

womm

Deputy Under-Secretary for
Economic and Social Affairs

United Nations

New York 17, N.Y.

Dear Mr. Hill:

mmmuummém
Thank you for your letter of May 6, addressed to Mr.

Black, inviting the International Bank to be represented at
the Inter-Agency meeting on projections to be held in Geneva
during the week commencing July k.

RHDzem

ec: Mr. Prasad
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IAY 172 Rec'o

NEW YORK

CABLE ADDRESS * UMATIONS NEWYDORK * ADRESSE TELEGRAPHIQUE

EC 243/2 (1) 6 May 1960

Dear Mr. Black,

Inter-Agency Co-operation on Economic Projections

In my letter of 14 January I referred to the work on long-term
economic projections being undertaken in the light of resclution
741 (XXVIII) of the Economic and Social Council and resclution 1428
(XIV) of the General Assembly, and to the report which is to be
presented to the thirtieth session of the Economic and Social Council.

A number of other inter-governmental organs are alse currently
concerned with the question of projections. Both the Food and
Agriculture Organization and the United Nations have, for example,
submitted documents te the eighth session of the Commission on
International Commodity Trade in connexion with the agenda item "Report
on the study of prospective production of and demand for primary
commodities". It will alse be noted that, at its January 1960 session,
the ACC Sub-Committee on Commodity Problems recommended that a further
inter-agency meeting on projections should be held in Geneva during the
week commencing 4 July 1960. This recommendation has been approved by
the ACC and, acting on behalf of the Secretary-General, I now have

pleasure in inviting your organization to be represented at the meeting
in question.

After consultation with FAO, it was felt desirable to review at
the same meeting all aspects of the work on economic projections,
dealing first with general assumptions such as those on population
growth and national income and then with the application to commodity
problems. The attached draft agenda has been prepared on that basis.

~— b0 v, Pi‘cwc{o,(.. (lex g < ir/?_:___,

In the light of the terms of the various United Nations resolutions
on general economic projections, the meeting as a whole is being
sponsored by the United Nations itself, but the FAO is co-sponsoring
with respect to agricultural commodity pro jections. On this basis,
appropriate arrangements will also be made for sharing the secretariat
responsibilities.

Mr. Eugene Black eAd k. 3
President R
International Bank for Reconstruction

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



UNITED NATIONS NATIONS UNIES

We trust that you will find it pessible to be represented at
the forthcoming meeting. It would be appreciated if you would, as
early as convenient, arrange to have forwarded to Mr. Judd, Chief
of the International Trade Relations Section, any comments on the

enclosed draft agenda as well as advice as to the names of your
representatives to the meeting.

Yours sincerely,

Nondir” HU_

Martin Hill
Deputy Under-Secretary
for Economic and Social Affairs
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UNITED NATIONS

NEW YORK

CABLE ADODRESS * UNATIONS NEWYDRK * ADRESSE TELEGRAPHIGUE

—— Et/&/(/z) 5 May 1960

Dear Mr. Black,

I write on behalf of the Secretary-General to confirm that we
are looking forward to receiving from the International Bank for
Reconstruction and Development, as agreed at the ACC last week, a
brief contribution to his forthcoming report to the Economic and
Social Council on opportunities for international cooperation on
behalf of the former Trust Territories and other newly independent
states.

The character of the report and of the contributions desired
from Specialized Agencies was discussed subsequent to the ACC's
meeting by the Preparatory Committee and we are in direct contact

with Mr. Lopez-Herrarte on the matter.

Yours sincerely,

/ﬁmﬂﬂ4L~:H7q¢ﬁ«
Martin Hill « —

Deputy Under-Secretary for
Economic and Social Affairs

Mr. Eugene R. Black

President

International Bank for
Reconstruction and Development

1818 H Street, N.W.

Washington 25, D.C.
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UNITED NATIONS \\ii Y NATIONS UNIES

NEW YORK

lf:AELE ADDRESS * UNATIONE NEWYDRK * ADRESSE TELEGRAPHIQUE
&
EC 121 (12) 21 April 1960
Dear Enrique,

Further to my letter of 15 April, I just want to drop you a
line to say that the letter from Mr. de Seynes to Mr. Demuth will not
be sent after all, In view of the meeting of ACC, where all these
matters can be directly taken up at high level, it seemed better to
leave it at that, I do hope, however, that the brief informal notes
that we had arranged will not be interrupted by this change in
procedure, I am particularly keen to know the constitutional
position concerning technical assistance in the interval between
formal independence and membership, and the actual arrangements that
have, or are being made, in the case of the seven African countries
which are becoming independent in 1960.

With many regards
Yours sincerely,

H.W. Singer

Mr. Enrique Lopez-Herrarte
The International Bank for Reconstruction and Development
Washington 25, D.C.
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LEX X X J

(e
UNITED NATIONS (&4} NATIONS UNIES
NEW YORK
B0 121 (12) 15 April 1960

Dear Enrique,

Just a line to let you know that the formal letter which you
asked for is now on its way, so I hope that all is now set for the
study,- I herewith enclose a copy of the resolution as it was
passed by the Economic and Social Council. Mr. de Seynes is send-
ing a copy of this resolution to Mr, Demuth.

I need hardly say that this matter is considered to be of
great importance by us here. The Secretary-General himself intro-
duced the discussion in ECOSOC on this matter to emphasize his
great interest. The resolution was unanimous. Please do not
hesitate to give me a ring to clear up any matiters which might not
be quite clear now,

Let me repeat that we are particularly anxious to understand
what in the view of the Bank are the specific problems of newly
independent countries and what specific facilities the Bank offers
in dealing with them.

With many regards
Yours sincerely,

N,

H.W. Singer

Mr. Enrique Lopez-Herrarte

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

Washington 25, D.C.
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UNITED NATIONS

ECONOMIC INITED
AND % £/L.86)

13 April 1960

ORIGIFAL: ENGLISH

SOCIAL COUNCIL

Twenty-ninth session
Agsnda itew 10

STUDY OF OPPORTUNITTES FOR INTERNATIONAL CO-OPERATION ON
EETALF OF FORMER TRUST TERRITORIES WHICH HAVE HECOME
~NDEPENDENT

Netherlands, New Zesland, Suden and United States of America:

— e — T—— -——

draf't resolution

The Economic end Social Counell,

Hevirg concidered General Assembly resolution 141k (XIV) calling for a
"Study of Opportunities for International Co-operation on Behalf of the Former
Trust Territories Which Have Become Independent”, together with General Assembly
resolution 1415 (XIV) regarding "Assistance to Territories Emerging From a
Trust Status and to Newly Independent States",

Recognizing that there is an urgent need for international assistance to

strengthen the newly found independence of these countries by sound economic
growth and social progress 2

_ Having considered the note submitted by the Secretary-General on
"opportunities for international co-operation on behalf of former Trust
Territories and other newly independent States" (E/3338),.

1. Tekes note with appreciation of the Secretary-General's observations
which form & valuasble basis for further consideration of the problem;

2. Believes that special efforts need to be made in support of the newly
emerging States of Africa and elsewhere to provide without delay effective
assistance within the framework of exlsting programmes of the United Nations
and through the speclalized agenciles;

Noting the desire of the Economic Commission for Africa, as expressed in its
resolution 10 (II), to co-operate with the Secretary-Gemeral and the Economic and
Social Council in this matter, in view of its terms of reference and of the
E%WB inherent in the fact that it is situated in the African continent, '




E/L.864
gnslish in accordance with General Assembly resolutions 1382 (XIV), paragraph 5,
age 2 and 1383 (XIV), paragraph 5 (b),

3. Expresses the hope hat additional funds will be made available to
the Expanded (Technical 2 Assistancelffgg:ggggfgnd the Special Fund in 1961 and
following years to permit a substantial increase in the activities of these
programmes in Africa, at the request for former Trust Territories and other

newly independent States, while fully maintaining, or as appropriate
Increesing, assistance given to (ther regions under these programmes;

4. RBReguests the Secretery-General, bearing in mind existing bilateral
and multilateral aild programmes, to present to the thirtieth session of the
Council a report based on a furtler end more specific examination of the
opportunities for internatlionsl co-operation on behalf of former Trust Territories
and other newly independent States including opportunities offered;

(a) under the regular assistance programmes, specifically those
established by General Assembly resolution 20 (III) "Technical Assistence for
Economic Development"”, 723 (VIIT) "Technical Assistence in Public Administration",
and 1256 (XIII) "Operational Executive and Administrative Personnel", and the
possible need for the provision of additional funds in the United Nations
regular budget for these purposes; and

(b) under General Assembly resolution 418 (V) on Advisory Social Welfare
Services; o '

5. Further requests the Secretary-General, in preparing the above-mentioned

report, to consult the Governments of countries which were forﬁerly under
trusteeship and which have become independent as suggested in General Assembly
resolution 1414 (XIV); the executive heads of the specialized agencies as
contemplated under resolution 1415 (XIV) and as he has indicated to the
twenty-ninth session of ECOSOC; and, as appropriate, such other international
governmental and non-governmental organizations as may be competent to make a
contribution to the study;

6. Decides to consider the report of the Secretary-General et the thirtieth
sesslon of the Council with & view to further action and the submission of its
report to the fifteenth session of the General Assembly.



FOR IMMEDIATE RELEASE ;

1818 H STREET, N.W., WASHINGTON 25, D. C. TELEFPHONE: EXECUTIVE 3-6360

Address by Eugene R. Black, President of the
International Bank for Reconstruction and Development
before the 29th Session of the Economic and Social Council of the
United Nations, meeting at U.N. Headquarters, New York City

TO BE HELD FOR RELEASE UNTIL DELIVERY HAS BEGUN, EXPECTED
TO BE ABOUT 10:30 A.M, THURSDAY, APRIL 7, 1960

Mr. Chairman, Members of the Council:

This is the eleventh annual occasion on which I have had the pleasure
of making a report to the Economic and Social Council of the United Nations.
L always welcome this opportunity. The growth of the Bank's activities,
czth in magnitude and scope, makes the story constantly new and interesting,
st least to me. In fact, it is difficult, within any reasonable length cof
time, to give you a full picture of the Bank's work over the past twelve
months. I shall try, therefore, to pick out the principal events. They
Znclude a continued very high rate of new lending for development; in-
creasing contributions to the Bank's resources by countries outside the
Urited States; a large increase in the Bank's own capital; moves toward the
zctablishment of a new development financing institution, the International
Development Association, which it is proposed should be administered by the
Bankj; and further growth in the technical assistance work of the Bank, particu-
isrly in relation to the United Nations Special Fund. I shall also give
you a brief aéccunt of the year's operations of the International Finance

Corporation.
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The first thing I must menticn is a continuance of the very high level
of lending which I have noted in my reports to the Council for the past two
years. TYou will remember that there was a sharp rise in our rate of new
lending in fiscal 1957-58, when it reached more than #700 million, compared
with an average rate of $L00 million for the previous three years. Fiscal
1958-59 once again saw new lending of over $700 million, and already in the
first three-quarters of this fiscal year we have made new loan commitments
totaling $560 million.

In the length of time at my disposal, I cannot go into detail about our
lozns in all the regions of the world. Perhaps the best way to give you a
plcture of the broad range of the Bank's activities is to describe what we
have done in one area of the world during the past year. Let me use Africa
as an illustration.

Since last April the Bank has made nine loans in Africa totaling over
$260 million. Two of these involved the mining and transportation of
manganese deposits in the Gabon Republic and of iron ore in Maurdtania; a
third financed the construction of a pipeline to bring Sahara oil L0OO miles
2cross the desert to the Mediterranean. The sales of metallic ores and of
oil will provide important new foreign exchange revenues for the countries
aoncerned, and there are also significant indirect benefits to be realized.
th= Gabon manganese project, for example, calls for the building of a 180-
mile railroad through the Congo Republic; this will open up hitherto in-
accessible timber resources within that country. The new Sahara oil
discoveries will provide a base for industrial development in the area,
particularly for the chemical industry and, it has been estimated, should
enable the French franc area as a whole to earn or save the equivalent of

some #2C0 million to $250 million armually in foreign exchange.
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Two of our African loans were for transpert improvements: a loan of
456.5 willicn to the Suez Canal Authority for the widening and deepening
of the Canal, to enable it to accommodate the larger ships seeking transit,
and another loan for the railway expansion program of the Union of South
Africa.

And only a week ago the Bank approved four more loans in Africa, totaling
the equivalent of 346 million. Three of these loans were in the Belgian
Congo and brought the total of our lending for the development of that terri-
tory to $150 million. It is I think worthy of note that the Belgian Govermment
gnve its guarantee to these Congo loans despite the fact that the Congo is
becoming independent during 1960. This action should not pass unnoticed.

It can be regarded both as an act of faith and as realistic evidence of
Belgium's continuing interest in the Congo.

Another interesting feature was that the loans to the Congo included
one for African agriculture; this was also the objective of another loan of
35,6 million, which will assist African agriculture in Southern Rhodesia.

i therto, Bank lending in Africa has been concerned with infra-structure;
power, railways, highways and so on. While these basic investments provide
very real benefits to the peoples of the borrowing countries, those benefits
are admittedly indirect., The agricultural loans to the Congo and to Southern
ithodesia will produce direct benefits,

African agriculture is as varied as the Continent itself, ranging from
large plantations efficiently run on modern lines to the shifting and hap-
hazard cultivation which barely provides a means of existence. Much of the
cultivation is still based on traditional methods which have not changed in
the memory of man., But forces are working to change the old ways. In scme

areas, for example, population growth has made it impossible to continue



w By
the system based on the shifting cultivation of vlots which are worked until
they are exhausted and then abandoned. In such areas the solution may be to
settle Africans on farms they can call their own and help them to buy tools
and follow farm practices which maintain soil fertility. In other cases the
novement of cattle must be restricted to prevent overgrazing, substandard
animals culled and disease control enforced. The Bank is helping with these
problems and we hope to be able to make other "grass roots" loans designed
te have a direct effect in improving the productivity of the small and medium-
sized African producers.

At the same time, we hope, too, to be able to move ahead with a number
of the larger and more basic African projects, some of which are of such
cize and importance that they could completely transform important sectors
of the economy. I have in mind, for example, the Roseires Dam and Managil
extension projects in the Sudan, designed to bring large desert areas under
irrigation. Then there is the case of Ghana, where the Government has asked
us to join with them in studying the proposed Volta River project for the
ronstruction of a large hydroelectric station and aluminum smelter. The
problems of African economic development, like those of other areas, must
be attacked from both directions simultaneously: from below, at the level
of the individual, whose lot may be immediately improved in some small
incasure, and from above, through basic development projects of some magni-
tude, whose benefits will ultimately be widely felt throughout the whole
economy,

In addition to our loan operations, we have in the past year sent
general survey missions to review the economic problems and appraise the
economic potential of two African countries. The report of the Bank's

mission tc Libya is just about complete and has already been informally
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discussed with the government; that of the rission to Tanganyika is in the
final drafting stage. There is every evidence that the governments of both
countries are prepared to give serious consideration to the recommendations

of our missions, In each case, the recommendations are being presented at

a critical time: for Libya because of the new oil discoveries, and for
Tanganyika because of the approach of self-governing status. A general survey
mission to Uganda is now being organized, and is expected to go out to Uganda
in the fall.,

African countries were recipients of still other kinds of technical
acsistance from the Bank. For the first time, a resident representative was
stationed in an African country: Ethiopia. Bank experts advised on the
oronosed establishment of several African development banks, and found
managerial and technical personnel for an existing bank. And through the
Bank's Economic Development Institute, officials concerned with development
orograming in six African countries were, in the past year, given the opportu-
nity to exchange experience and views with their counterparts elsewhere in
the world.

I have dwelt at some length on our loans in Africa because these are
coriparatively new developments and therefore worthy of special notice. The
stner regions of the world have also, of course, seen important operations.
Asia and the Middle East have now held first place in Bank lending for the
past three years, with India as the largest borrower. Iran has also become
an important borrower from the Bank, having received very large loans for
road development and for the Dez multipurpose project in the past twelve
months.,

Bank lending in Latin America has also continued at a steady rate and

125 once again been devoted mainly Lo investment in electric vower and the



improvement of transport.

We have also continued to carry out important operations in the less
developed areas of Europe. It is already clear, however, thzat access to
other sources of finance, particularly the private investment market, is
going to reduce European demands for our assistance.

On that note, I should like now to turn to the steps taken to ensure
that the Bank's lending resources will be equal to the continued heavy demand
for development finance from our member countries. As you know, one event
of great importance in this direction was the increase in the Bank's authorized
capital from $10 billion to $21 billion in September 1959. By the end of 1959
subscribed capital was more than $18.5 billion, compared with $9.5 billion
& year before. The great majority of the increased subscriptions of member
countries was not paid in, but remained on call if required to meet the Bank's
cbligations. In other words, it constituted a massive reinforcement of the
Bark's borrowing power in the investment markets of the world. Investors
esverywhere can now buy Bank bonds in the knowledge that they are backed by
the guarantees of its member governments to the tune of more than the equiva-
lent of $16 billion.

As it happens, conditions in the world bond markets have not been very
easy in the past year; indeed, in the United States market they have been
the worst for thirty years. As a result, the Bank did not go to the U.S.
market with any new issue in 1959, but waited until February of this year
before selling an issue of $125 million of 5% Bonds. On the other hand, we
made successful approaches to several markets outside the United States,
including our first public offering of Deutsche Mark bonds in Germany and
of Belgian franc bonds in Belgium. We also sold new issues in Switzerland

ard on the London market. There is plenty of evidence that the market for
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the Bank's bonds is widening, uot only in the seisc tual new cujyers are
coming in all the time ~-- the last issue in the United States, for example,
attracted 70 new institutional investors who together purchased 325 million
worth of bonds -- but also in the increasing financial support for the Bank
in its other member countries.

It was inevitable that the United States should have provided most of
the Bank's resources in the immediate post-war period, but this phase has
row definitely come to an end. lMore than half the Bank's funded debt is ncu
Leld by investors outside the United States, and if one takes all the Bank's
resources, including funds from capital subscriptions, from sales of loans,
snd so on, more than 60% of the total comes from outside the United States.
indeed, the Bark's largest source of funds for the past two years has been
“he Federal Republic of Germany. I take great encouragement from the in-
creased ability and readiness of the industrial countries other than the
Tnited States to provide greater funds for development purposes to and through
the Bank, first because it testifies to the dramatic recovery of the Bank's
Enropean member countries from the ravages of war; and secondly because it
shows their readiness to use the Bank as a channel through which their availl-
shle funds can flow to the less developed countries.

While I am on the subject of financial recovery in the Bank's member
countries, I should like to mention other important developments which in-
dicate a return to healthy conditions in the countries concerned, and alsc
to the financing of development by private investment. As you all know,
cne of the purposes for which the Bank was established was to encourage
private investment in development financing, and the Bank consistently keeps

1is objective in view in all its operations.
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One strong discouragement to private invectment in the imrediate postewas
period was the widespread existence of defaults by governments on their ex.
ternal obligations. The last 1l years have seen a remarkable change in this
situation in the Bank's member countries. In January 1946, a few months
before the Bank started business, eight of the countries of Europe were in
default on their publicly issued bonds. Today, apart from one or two special
cases involving relatively small amounts, there is only one European member
country still in default. Similarly, in 1946, eleven Latin American member:
were in default; today there is only one small dispute outstanding. In Asi:,
three member countries were in default; now there is only one, and it must
be reckoned as a quite special case.

The improvement in this situation has, of course, been accompanied by
a return to the bond market of many countries which were accustomed to find
their development finance in that market before the war. In the past four-
teen years, no less than #3 billion of foreign bonds have been sold, foreign
bonds being defined as bonds sold in the market of some other country. This
figure excludes Canada and also excludes bonds of dependent territories sold
in the metropolitan country, but includes the publicly issued bonds of 23
dirferent countries. The 23 countries that have sold bonds have sold them
ir six markets, in Germany, the Netherlands, Sweden, Switzerland, the United
hingdom and the United States. To this extent, therefore, the borrowing
countries have been able to re-establish their credit with private investor:,
Yor has foreign borrowing through the issue of bonds been confined to
governments, The figures show that private companies from twelve different
countries have been able to sell %300 million worth of bonds in investment

markets outside their own countries.
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This return to classical methods of development financingz is a healthy
sign., The Bark has been able to play a part in the process, partly because
its own record has shown that its borrowing countries do not default on
their external obligations, and partly because the Bank has taken every
opportunity to help its member countries return to the private investment
markets for finance. The last Annual Report of the Bank noted that in fiscal
1958-59 the Bank was able to participate in five joint operations with pri-
vate investors in the United States market. The fact that the Bank was makirg
a loan was undoubtedly an encouragement to private investors to buy the
borrower's bonds. In those joint operations the total amount raised was
250 million: Bank loans contributed $100 million, $130 million came from
the market and the Furopean Investment Bank lent the equivalent of $20 millior.

Equally encouraging has been the progress made to mobilize additional
capital resources for developmental investment through the proposed Inter-
national Development Association, or IDA as it, or perhaps I should say she.
has already come to be called. As you will no doubt have observed, this
new concept has already been endowed with many feminine characteristics.
Cerman financial writers have been particularly imaginative, one comparing iT4
to Aphrodite, 2nd another picturing her as a lady of easy virtue drawing on
herself the pained disapproval of the spinsterish World Bank. There is,
nf course, some basis for this, because IDA's services will be available
on easier terms than those of her elder sister and IDA will have, I hope,
the feminine virtues of sympathetic understanding and helpfulness.
Nonetheless, she will also, I trust, prove herself a conscientious
manager with a sharp eye to gquality in investing the funds entrusted
to her care. I have said on a previous occasion that, while IDA

£

will make zcoft lonans in the zense that thay will not huor heavily on the
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nerrower's balance of payments, it will not be a snft lender. VWhile IDA

will finance a broader range of projects than the Bank, we do nct intend to
lower the standards against which we measure the intrinsic merits of the
grojects we finance and the soundness of the plans for carrying them out.

Nor do we intend to lower our sights with respect to the kind of domestic
verformance by our member governments which we regard as essential to qualify
them for assistance.

I hope and expect that IDA will come into existence some time during the
£all of this year. That it will be able to play a useful role is, I think,
teyond question. There are a number of countries too poor to finance a
satisfactory rate of development on conventional loan terms. And there are
2 number of others the very vigor of whose development effort has given them
an. absorptive capacity for external canital greater than their ability to
corvice fixed foreign debt on conventional terms. It is a striking fact that,
cvring the three years 1956-1958, the public external debt of the Bank's
member countries in Asia, the Middle East anc Africa almost doubled. India
and the United Arab Republic, which had very little external public debt at
the end of 1955, were major debtors on public account three years later. In
Lz*in America, too, public external debt increased by about LO%. Indeed, by
the end of 1958, both groups of countries -- Latin America, on the one hand,
aua Asia, the Middle East and Africa, on the other -~ had outstanding public
debt of about $5 billion, and further expansion has since occurred.

I mention these figures, not because I regard the present level of
irndebtedness as excessive, but because they indicate that to maintain and
accelerate the momentum of development will require continued large in-

jections of foreien capital for many years ahead. If, over that veriod, we
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are to avoid putting an unduly high fixed-debt burden on many of the de-
veloping nations, we must extend our assistance to them on terms which
alleviate, so far as possible, the burden on their balance of payments.

T am aware, of course, of the school of thought which tends to be-
little IDA, even before it has begun operations, on the ground that the funds
at its disposal are too small to make any sizeable impact on the problem,

1% is true that IDA's initial resources are modest, but the Articles of
hAgreement contemplate consideration of an increase in those resources when
its member countries agree that this is necessary. There are, after all,
sdvantages in not starting on too large a scale. Emphasis on huge global
irnvestment targets can be both misleading and disillusioning. What matters
is not only the cuantity of investment but its quality, not only the amounts
of money which can be postulated as desirable, but also the amounts which
can be effectively absorbed in worthwhile and well-thought-out development
sctivities.,

Let me cite the African case again as an illustration. The basic
requirement for the faster development of the new nations in that Continent,
_ am convinced, is more education and training at all levels -- a more
generally literate working force, more skilled artisans, more members of
he learned professions, more entrepreneurs, more experienced government
adininistrators. Until the human resources of the new African nations are
riore fully developed -- and no huge injection of money can greatly accel-
crate that process -- the opportunities for the wise and effective utiliza-
*ion of foreign investment will necessarily remain limited. And what is true
of Africa is true of many of the other less developed nations as well.

IDA is not, of course, the only new international financial institutior

nov coming into being, Only a few weels ago, the Inter-Ameriran barlt held
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ite organizational meeting, and we look forward to co-operating with it in
assisting the growth of the economies of Latin America. Last month alsc
there was an important series of meetings in Washington at which the principal
wapital-exporting countries of the world, meeting under the name of the
Development Assistance Group, discussed ways of co-ordinating their develop-
ment assistance activities, increasing the flow of capital into the less
developed areas, and assuring increasingly effective use of that capital,
The Bank welcomes this development and has expressed its willingness to be
of whatever assistance it can be to the Group.

I want to say a special word about the constructive relationship which
the Bank has established with the United Nations Special Fund. The many
meritorious projects which have been flowing into the Special Fund demonstrate,
if proof be needed, the validity of its underlying concept. The surveys and
training institutions which the Special Fund has agreed to finance should
st the developing nations in a far better position than before to plan and
carry out their development and a number of the surveys will, I feel sure,
iead in time to Bank investment.

But let me add a word of caution. It is one thing to be clear that a
survey or a training institution is needed; it is quite another to organize
and then to staff and administer such a project. The Bank's own experience
as fxecuting Agent, or prospective Executing Agent, for six Special Fund
vrojects has brought home to us forcefully that analysis and approval of
reguests for financing made to the Special Fund are only the first small
ztep. The effective administration of the projects approved requires a
major expenditure of time and effort, the study and solution of numerous
delicate, difficult and often novel problems, and close supervision over all

asnacts of the projects as they go forwvard. These are not tasks tha® can be
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mmdertaken casually or by inexperienced hands; on their successful accomplish-
ment depends the very success of the Special Fund itself,

Significant developments have occurred in the last few months in another
umportant matter. Almost eight years ago I reported to this Council that
the Bank had taken an initiative in seeking a solution of the Indus Waters
dispute between India and Pakistan. I referred to this dispute as a "knotty"
nioblem. This phrase turned out to be an understatement; the Bank has, in
fact, been engaged in studies and discussions of the problem with the two
govermments ever since. Now, however, I think we are near the end of this
nrocess. The solution which the two Governments have accepted in principle
includes vast engineering works to effect an equitable division of the river
aaters. The plan will take ten years to carry out, and will cost in all
stout 51 billion. It has been clear from the outset that external assistance
would be needed on a considerable scale to help to finance this plan. The
2snk was therefore glad to be able to announce at the beginning of February
that offers had been made by friendly governments to contribute over
$600 million, in grants and loans, toward the cost of the project. The
Covernments concerned are Australia, Canada, Germany, New Zealand, the
Urited Kingdom and the United States, and the highest tribute should be
raid to their generosity.

I also want to pay tribute to the man who has carried the burden of
+his difficult negotiation for the past eight years. He is my colleague,
fr. W. A. B. I1iff, a Vice President of the Bark. Throughout the negotiatiom,
e has shown great understanding, patience and restraint, and I cannot praise

his services too highly.
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A3 Chairman of the International Finance Corporation, I am happy to
be able to tell you that the slow and careful work of organizing that in-
stitution is now resulting in a growing number of premising investments in
orivate industrial enterprises. Since last year the total number of commit-
ments has nearly doubled; from 1L to 27. The net amount committed has
increased from about $13 million to over $20 million. The number of countries
in which IFC projects operate has increased in nearly the same proportio;.

As noted in the Corporation's Third Annual Report, each dollar of IFC
investment has been accompanied by more than $3.50 of private capital. It
seems clear that the Corporation is carrying out its basic function, that
of attracting local and foreign private capital into productive private
criterprise,.

Argentina and Spain have now joined IFC, bringing the membership to
59 countries. IFC representatives are already studying several projects
in Argentina, and some of these look promising. The United Arab Republic

ras succeeded to the membership formerly held by Egypt.

During the past year members of IFC's management and staff have visited
some 30 countries, either to investigate specific proposals, or to explain
I7C's policies and operations to private businessmen and investors. Such
rersonal contacts have in the past proved an effective means of stimulating
interest and action on the part of private capital in the countries visited.

Public knowledge of the investments which IFC has made and the con-
tinuing information program about the Corporation's activities will, I am
sure, result in a continually increasing number of private investments among

the developing nations of the free world.
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As I said in my opening remarks, Mr. Chairman, there is a great deal
to report and I have had to confine myself to the highlights in this state-
ment. Let me only add that, although the problems of economic development
with which the Bank is seeking to grapple remain immense, there are highly
encouraging signs that the nature, magnitude and importance of those problems
are coming to be more generally understood and are being attacked by both
the less and more developed countries alike with constantly greater vigor.
In my judgment, no task is more vital to our well-being than accelerating
the pace of development. To the achievement of that task I pledge to this
Council again, as I have before, the full energies of the Directors, management

and staff of the Bank.
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George R. Young
1.260 ECOSOC Speech

Attached is a draft for ECOSOC. This draft incorporates sug-
gestions made by Mr. Graves, as well as passages written by Mr. Demuth,
I shall, of course, eclear the draft with everyone concerned in the
next week or so, and I should be glad to hear of any changes you wish
to make,
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March 16, 1960
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This is the eleventh annual occasion on which I have had the pleasure
of making a report to the Economic and Social Council of the United Nations.
This anmual repetition for so many years must inevitably suggest that monot-
oy will take over, but the rapidity and the magnitude of the changes taking
place each year in the field of econamic development have, I balieve, made
this unlikely; there is never amy lack of important material. Indeed, the
difficulty each vear is how to cover all important matters adequately in any
reasonable length of time, The same is true of tho past twelve monmths,
which have seen a further growth in both the size and the variety of the
Bank's work,

In the brief survey which I wish to present to you teday, I shall try
to piok out the principal events, including a contimued very high rate of
new lending for development; increasing contributions to the Sank's resources
by countries outside the United States; a large increase in the Pank's own
capital; moves toward the establishment of a new development financing in-
stitution, the International Development Association, which it is proposed
should be administered by the Bank; further growth in the technical assistance
work of the Bank, particularly in relation to the United Nations Special
Fund; and an account of the year's operations of the International Finance
Corporation. _

The first thing I must mention is a contirmance of the very high level
of lending which I have noted in my reports to the Council for the past two
years, You will remember that there was a sharp rise in our rate of new
lending in fiscal 195758, when it reached more than $700 million, compared
with an average rate of $400 million for the previous three years. FMiscal
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195859 once again saw new lending of over $700 million, and already in the
first three-quarters of this fiscal year we have signed new loan commitments
totaling 555 million,

In the length of time at my disposal, I do not preopose to go into de-
tail on our lending in all the regions of the world. Asia and the Middle
East have now held first place in Bank lending for the past three years,
with India as the largest borrower. Iran has also beccme an important bor-
rower from the Bank, having received very large loans for road development
and for the Dez multipurpose project in the past twelve months,

Bank lending in Latin Amerdica has also continued at a steady rate and
has once again been devoted mainly to investment in electrie power and the
improvement of transport.

In Burope also we have contimued to carry out important operations,
affecting the less developed areas there, It is already clear, however,
that access to other sources of finance, particulariy the private invest-
ment market, is going to reduce Buropean demands for our assistance,

Perhaps the best way %o give you a picturs of the broad range of the
Bank's activities is to describe what we have dome in one area of the world
during the past year. Let me use Africa as an illustration,

Since last April the Bank has made eight loans in Africa totaling
almost $260 million, Two of these financed the mining and transportation
of manganese deposits in the Gabon Republic and of iron ore in Mauretaniaj
a third financed the construction of a pipeline to bring Sahara oil 40O
miles across the desert to the Mediterransan. The sales of metallic ores
and of oll will provide important new foreign exchange revenues for the
countries concerned, and thsre are also significant indirect benefits to be
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realived, The Gabon manganese project, for example, calls for the building
of a 180-mile railroad through the Congo Republicj this will open up hitherto

- imaccessible timber resources within the Congo., The new Sahara oil dise

coveries will provide a base for industrial development in the area, pare
ticularly for the chemical industry and, it has been estimated, should en-
able the French franc area as a whole to earn or save the equivalent of

some $200 million to $250 million anmually in foreign exchange.

Two of our African loans were for traneport improvaments: a loan of
§56.5 million to the Suez Canal Authority for the widening and deepening
of the Canal, to enable it to accommodate the larger ships seeking transit,
and another instalment of the Bank's lending for the railway expansion pro-
gram of the Union of South Africa, for which the Bank has now lent a total
of over $160 million,

Lastly, only three weeks ago, the Bank made available the equivalent
of $40 million in three loans for transport and agricultural developmen® in
the Belgian Congo, bringing its total lending to the Congo Yo $150 million,
Hitherto Bank lending in Africa has been concerned entirely with infra-
structure: power, railways, highways and so on, 'hile these basic invest-
ments have provided very real benefits to the peoples of the borrowing
countries, those benefits are admitiedly indirect. The agricultural loans
to the Congo will produce a direct benefit, and the Zank found special
satisfaction in making this first loan for the improvement of African farme
ing. Ib is, I think, worthy of note that the Belgian Govermment gave its
full guarantee to these Congo loans, notwithstanding that the Congo is to
becase independent during 1960. This act of faith should not pass unnoticed.
With continued good will on both sides, it could be of fundamental importance
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to the pattern of political and economic development in Africa.

We hope %o be able to make other "grass roots" loans designed to have
ummummmmmuwammwm
African producers. Atﬁamun.wmw,tohoabhtomm
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tant sectors of the economy. T have in mind, for example, the Roseires Dam
mmum@pmmmmmwumwm
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The problems of African econcmic development, like those of other areas,
mst be abtacked from both divections simultanecusly: from below, at the
m«rmmmmmwhwwnmml
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tude, whose benefits will ultimately be widely felt throughout the whale
©CONOMy s

Inmumwmmww,wmmmmtmm
mlwwﬂsﬁwhuﬂuﬁcumﬂcﬁlumdwm
economic potential of two African countries. The report of the Bank's
mission to lLibya is just about camplete and has already been informally
anwmgmammumurmu-umm
final drafting stage. There is every evidence that the governments of both
countries are prepared to give serious consideration to the recommendations
of our missions. In each case, the recommendations are being presented at
a oritiocal time: for libya because of the new oll discoveries, and for
Panganyika because of the spproach of self-governing status, A gemeral sur-
mﬂmuwummm.muwupmu
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Uganda in the fall,

African countries were recipients of still other kinds of technical
assistance from the Bank. For the first time, a resident representative
was otationed in an African country: Ethiopla. DBank experts advised on
the proposed establishment of several African development banks, and found
managerial and technical personnel for an existing bank, Help was also
given in recruiting qualified economic and financial advisers for various
African govermment and government agencies. And finally, through the
Bank's Economic Development Institute, officials concerned with develop~
ment programing in six African countries were, in the past year, given
the opportunity to exchange experience and views with thelr counterparts
elsewhere in the werld,

I have dwelt at some length on our loans in Africa because these are
comparatively new developments and therefore wortly of special notice.

The continued heavy demand for development finance from the Dank's
member countries required action to ensure that our lending rescurces would
be equal to the task. A3 you know, a step of great importance in this
direction was the increase in the Bank's authorised capital from $10 bil-
lion to 321 billion in September 1959. Ry the end of 1959 subseribed
capital was more than §18.5 billion, compared with $9.5 billion a year
before. The great majority of the increased subscriptions of member coune
tries was not paid in, but remained on call if required to meet the Dank's
obligations. In other words, it constituted a massive reinforcement of
the Bank's borrowing power in the investment markete of the world. Ine
vestors everywhere can now buy Bank bonds in the knowladge that they are
backed by the guarantees of its member govermments to the tunme of more than
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the equivalent of $16 billion.

As 1t happens, conditions in the world bond markets have noi been very
easy in the past year; indeed, in the United States market they have been
the worst for thirty years. As a result, the Bank did not go the U.S.
mariet with any new issue in 1959, but waited until Pebruary of this year
before selling an issue of 125 million of 5% Bonds. This was the Bank's
first bond issue in the U.S. market since 1958, On the other hand, we
mwmmmmmummmmum,
including our first public offering of Deutsche Mark bonds in Germany and
of Belgian franoc bonds in Bélgium. We also sold new issues in Switzerland
and on the London market. There is plenty of evidence that the market for
the Bank's bonds is widening, not only in the sense that new buyers are
coming in all the time - the last lssue in the United States, for example,
attracted 70 new institutional investors who together purchased $25 million
worth of bonds ~~ but also in the increasing financial support for the Bmk
in its other member countries. It was inevitable that the United States
should have provided most of the Bank's resources in the immediate postwar
period, but this phase has now definitely come t0 an end. lMore than half
mm'ammuwmbymmwmmsmn.
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comes from outside the United States. Indeed, the Bank's largest source
of funds for the past two years has been the Federal Republic of Germany.
I take great encouragement from the increased ability and readiness of the
mmtﬂuothwmmmtdShMtomme
for development purposes to and through the Bank, first because it testifies
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to the dramatic recovery of the Bank's European member countries from the
ravages of warj and secondly because it shows thelr readiness to use the Bank
as a channel through which their available funds can flow to the less de-
veloped countries,.

While I am on the subject of financial recovery in the Bank's member
countries, I should like to mention other important developments which ine
dicate a return to healthy conditions in the countries concerned, and also
to the financing of development by private investment. As you all know,
one of the purposes for which the Bank was established was to encourage
private investment in development financing, and the Bank consistently keeps
this objective in view in all its operations,

One strong discouragement to private investment in the immediate post-
war period was the widespread existence of defaults by goverrments on their
external obligations., The last 1l years have seon a remariable change in
this situation., In Jamuary 1546, a few months before the Bank started busi~
ness, eight of the countries of Surope were in default on their publicly
issued bonds, Today there is only one Buropean country still in default,
Similarly, in 1946, eleven Latin American Republics were in default; today
there are none. In Asia, three countries were in default; now there is
only one, and it must be reckoned as a quite special case.

In the rest of the world, consisting of what is known as the Soviet
Bloc, there were twelve countries in default in 1946, including Estonta,
Latvia and Lithuania, These twelve countries are still in default on their
publicly issued external bonds,

The improvement in this situation has, of course, been accompanied
by a return to the bond market of many countries which were accustomed %o
find their development finance in that market before the war, In the past
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fourteen years, no less than $3 billion of foreign bonds have been sold,
foreign bonds being defined as bonds being sold in the market of some other
country. This figure excludes Canada, but includes the publicly issued
bonds of 23 different countries, in addition to the three operations carried
out by institutions like the Luropean coal and Steel commnity. The 23
countriss that have sold bonds have sold them in six markets, in Germany,
“the Netherlands, Sweden, Switserland, the United Kingdam and the United
States. To this axtent, therefore, the borrowing countries have been able
to re-establish their credit with private investors. Nor has foreign bore
rowing through the issue of bonds been confined to governments. The figures
show that private companies from twelve different countries have been able
to sell $300 million worth of bonds in investment markets outside their own
countries,

This return to classical methods of development financing is a healthy
sign, and one that all of us should do everything to assist. The Bank has
been able to play a part in the process, partly because its own record has
shown that its borrowing countries do not default on their externsl oblige
ations, and partly because the Bank has taken every opportunity to help ite
borrowing countries to return to the private investment markets for finance.
The last Annual Report of the Bank noted that in fiscal 1958-59 the Bank
was able to participate in five joint operations, that is to say operations
where a Dank loan was made to coineide with a public issue of bonds by the
borrowing country in the United States market. The fact that the Bank was
malking & loan was undoubtedly an encouragement to private investors to buy
the borrower's bonds, In those joint operations of 195859 the total amount
raised was §250 million: Bank loans contributed $100 million, $130 million
came from the market and the Curopean Investment Bank lent the equivalent
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of §20 million.

Equally encouraging has been the progress made %o mobilise additional
capital resources for developmental investment through the proposed Inter-
national Development Association, or IDA as it, or perhaps I should say
she, has already come %o be called, As you will 1o doubt have observed,
this new concept has already been endowed with many feminine characteristics.
German financial writers have been particularly imaginative, one comparing
IDA to Aphrodite, and another picturing her as a lady of easy virtue drawing
on herself the pained disapproval of the spinsterish World Bank, IDA will
have, I hope, the feminine virtues of sympathetic understanding and help-
fulness; but she will also, I trust, prove herself a conscientious manager
of her co-operative household, with a sharp eye to quality in investing the
funds entrusted to her care, I have sald on a previous occasion that, while
IDA will make soft loans in the sense that they will not bear heavily on
the borrower's balance of payments, it will not be a soft lender, Whils
IDA will finance a broader range of projects than the Bank, we do not ine
tend to lower the standards against which we measure the intrinsic merite
of the projects wo finance and the soundness of the plans for carrying them
out. Nor do we intend to lower our sights with respect to the kind of
domestic performance by our member governments which we regard as essential
to qualify them for assistance.

I hope and expect that IDA will come into existence some time during
the fall of this year. That it will be able %o play a useful role is, I
think, beyond question. There are a mumber of countries too poor to finance
a satisfactory rate of development on conventional loan terms. And there
are a number of others the very vigor of whose development effort has given
them an absorptive capacity for external capital greater than thelr ability
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to service fixed foreign debt on conventional terms. It is a striking
fact that, during the three years 19561958, the public external debt of
the Bank's mamber countries in Asia, the Mddle East and Africa almost
doubled. India and the United Areb Republioc, which had very little exe
ternal public debt at the end of 1955, were major debtors on public account
three years later. In Latin America, %00, public externsl debt increased
by about 4Of. Indeed, by the end of 1958, both groups of countries =
latin imerica, on the one hand, and Asia, the Middle East and Africa, on
the other — had outstanding public debt of sbout $5 billion, and further
expansion has since ocourred,

I mention these figures, not Lecause I regard the present level of
indebtedness as excessive, but because they indicate that to maintain and
accelerate the momentum of development will require continued large ine
Jections of foreign capital for many years ahead, 1f, over that period, we
are to avold putting an unduly high fixed-debt bumden on many of the de-
veloping nations, we must extend our asslstance to them on temms which
alleviate, so far as possible, the burden on thedr balance of payments,

i am awvare, of course, of the school of thought which tends to belittle
IDAy even before it has begun operations, on the ground that the funds at
1hwmmm1hhhuwumim’Gmﬂam It
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nent contemplate consideration of an inoresse in those resources when its
member countries agree that this is necessary, There are, after all, ade
vantages in not starting on too large a scale. Raphasis on huge global ine
vestmant targets can be both misleading and disillusioning, What matters
umwmmwafwmmqan,mmmm
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of money which can be postulated as desirable, but also the amounts which
can be effectively abserbed in worthwhile and wellsthoughteout develop-
ment activities.

Let me cite the African case again as an illustration. The basic
requirement for the faster development of the new nations in that continent,
I am convinced, is more education and training at all levels -- a more
generally literate working force, more sidlled artisans, more members of
the learned professions, more entrepreneurs, more experienced goverumont
adninistrators. Until the human resources of the new African nations are
more fully developed =~ and no huge injection of money can greatly accele
erate that process -- the opportunities for the wise and effective utile
ization of foreign investment will necessarily remain limited. And what
is true of Africa is true of many of the other less developed nations as
well,

IDA is not, of course, the only new international f{inancial institu-
tion now coming into being. (nly a few weeks ago, the Inter-American Bank
held its organisational meeting, and we look forward to co-operating with
it in assisting the growth of the economies of Latin America, ILast month
also there was an important series of meetings in Washington at which the
principal creditor countries of the world, meeting under the name of the
Development Assistance (roup, discussed ways of co-ordinating thelr dee
velopment assistance activities, increasing the flow of capital inte the
less developed areas, and assuring increasingly effective use of that
capital, The Bank welcomes this development and has expressed its willinge
ness to be of whatever assistance it can be to the Group.

I wvant %o say a special word about the constructive relationship which
the Dank has established with the United Nations Special Fund. The many
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meritorious projects which have been flowing into the Special Fund demone
strate, if proof be needed, the validity of its underlying concept. The
surveys and training institutions which the Special Fund has agreed to
finance should put the developing nations in a far better position than
before %o plan and carry out their development programs and a mmber of the
surveye will, I feel sure, lead in time to Bank investment,

Bub let me add a word of csution in this comnection, It is one thing
to be clear that a survey or & training institution is needed; it is quite
another to organise and then to staff and adaninister such a projoct. The
Bank's own experience as Sxecuting Agent, or prospective Executing Agent,
for six Special Fund projects has brought home to us forcefully that analysis
and approval of requests for financing made to the Special Fund are only
the first small step. The effective administration of the projects approved
requires a major expenditure of time and effort, the study and solution of
mmerous delicate, difficult and often novel problems, and close supere
vision over all aspects of the projects as they go forward., These are not
tasks that can be undertaken casually or by inexperienced hands; on their
successful accomplisiment depends the very success of the Special Fund ite
self,

Important developments bave happensd in the last few months in another
dmportant matter. Almost eight years ago I reported to this Council that
the Dank bad taken an indtiative in seeiting a solution of the Indus Waters
dispute between India and Pakistan. I referred to this dispute as a
“imotty" problem. This phrase turned out to be an understatement; the Pank
has, in fact, been engaged in studies and discussions of the problem with
the two governments ever since. Now, however, I think we are near the end
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of this process, and I hope that the sclution we have worked out will begin
to be carried cut in the area by the fall of this year. This plan, which
will tale ten years to carry out, and will cost in all about $1 billion,
embodles the Dank's belief that a solution to this dispute was possible on
the basis of engineering works to store the flood waters of the Indus
system of rivers and to transfer the water from one river to another so
that both countries may have all the irrigation water they require. It
has been clear from the outset that external financial assistance would
Mma&dmnmmmwomb]nmwpm&hw
ried out, The Hank was therefore glad to be able to announce at the bee
ginning of February that offers had been made by friendly governments to
contribute over $600 million, in grants and loans, toward the cost of the
works embodied in the plan., The governments concerned are Australia, Canada,
Oermany, New Zealand, the United Kingdom and the United States, and the
highest tribute should be paid to their generosity in this important matter.

I also want %o pay ribute to the man who has carried the burden of
this important but very difficult negotiati-m for the past eight years., He
is my colleagne, Mr, W,A.B. I14ff, a Vice President of the Bank, Throughout
mmmuum,hommmumm,mmmm
and I cammot praise his services too highly.

As T said in ny opening remarks, Mr. Chaimman, there is a great deal
MW%W,NIM“WIMM%M%
it references to many matters of interest and importance to this Couneil,
The fact is that the work of the Bank contimues to grow, both in scope
and scale, as a reflection of the greatly increased attention which is now
focused on the process of economic development by all countries. The undere
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developed areas are in a femment to raise their standards with the minie
man of delay, And the already developed countries, by their deeds, are

showing that they are willing to accept their full share in this process
of worldwide economic improvement, which I regard as the greatest task of
our time.

(A short section on IFC will be inserted later.)
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Patterson H. French

Attached Press Release on United Nations Water Development Center

You asked about the newly created Water Resources Develop-
ment Center in the United Nations Secretariat. T have talked with Mr.
Myer Cohen of the U.N. Special Fund about this Center.

He says that this center actually does not exist as a
separate organization., At a water resources conference in Rome this
Summer, it was agreed that the U,N. should take the leadership in co=-
ordinating the work of the various specialized agencies on water
resources. The responsibility for this coordination was assigned to
the Water Resources and Power Section of the Department of Economic and
Social Affairs; Father E. S. de Breuvary is Chief of this Section,

Cohen says that this work of coordination is just beginning
to get underway. For instance, the Special Fund has not yet worked
closely with Father de Breuvary. Thus the Press Release makes this new
"center" sound more formal and important than it really is.
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/,jiﬁ S Jiw;i/// Press Release BC/1962
S5 1 July 1959
" 7. < yATER DEVELOPMENT CENTER SET UP IN UN SECRETARIAT

AS 'FOCAL POINT' FOR INTERNATIONAL ACTION

Bt ,A.Water Resources Development Center has been set up within the Secretariat
\t’United Nations Headquarters to serve as the focal point for concerted action
among the UN and related agencies in the field of water resources.

The step was taken at the request of the Economic and Social Council as part
of its long-term program to promote best use of existing water resources and
development of potential supplies needed for economic and social progress.

With water "already a limiting factor" to economic development in some areas,
as a report to the Council's forthcoming sessfon points out, the new UN Center and
various agencies are working, for example, toward:

-- Appraisal, exploitation and conservation of ground water as
a source of supply for cities and rural areas, agriculture and industry;

-- Integrated development of river basins, which may offer
possibilities for irrigation, navigation and pover as well as a source
of water;

-- Development of arid and semi-arid regions, both through aid
in field operations and through research in problems such as use of
saline or brackish water;

-- Control of water pollution where it now exists and prevention

of pollution from new industries, including those expelling atomic wastes. :

The center is working with all UN agencies and services carrying out projects |
in the field of water resources, including the Technical Assistance Board, the
UN Special Fund, UN regional economic commissions, the Food and Agriculture
Organization, the United Nations Educational, Scientific and Cultural Organization,
the World Health Organization, the International Bank for Reconstruction and
Development, the World Meteorological Organization, and the International Atomic
Energy Agency (in the field of water pollution from atomic vastes).
'Common Approach' Sought

As one of its main objectives, the Center will seek to ensure "a common
approach” in water resources projects and "the most fruitful use...of the competence

(more)
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existing within the various organizations of the United Nations family," the report
to the Council states.
The functions of the Center are:
(a) to keep the interrelated problems of water resources under

continuocus review;

(b) to coordinate the syStematic study by the organizations concerned
of protlems related to water resources development in general and
river tagin develcpment' in particular;

(¢) +to strengthen and ensure good coordination of technical assis®ance
activities in the field of water resources;

(d) to foster in regard to international rivers, as appropriate, the
collection of relevant data, the study of tentative program schenes,
and the bringing together of the parties concerned;

(e) to promote efforts toward the formulation of principles of inter-
national law applicable to vater resources development;

(£) to foster the diffusion of relevant information among governments and
interested organizations. ;

Inter-Agency lleetings Held

The Center will be assisted by Inter-Agency Meetings on International_Coopera-
tion with Respect to Development and Utilization of Water Resources, vhich will
advise on general policies. Such meetings have been held since l95h, and another
meeting is scheduled for July in Rome.

In carrying out its activities, the Center will use engineering, technical
and other facilities at United Nations Headquarters and also will draw upon those
in regional commission secretariats and in UN agencies, as well as on the services
of indi#idual experts on an ad hoc basis.

Development of the international program of concerted action in thé water
resources fields, including the establishment of the new Center, is revieved in a
report of the Administrative Committee on Coordination (Doc. E/3247, Annex I),
prepared for the Economic and Social Council's summer session opening 30 June in
Geneva. ey

It recalls that the Council first emphasized the need for international action
in water resources control and utilization in 1951, In May 1958 the Council ;
adopted a four-part resolution: on water resources vhich requested the UN Secretary-
General to establish the new Center, suggested priority fields of action, and
called the attention of governments to particular nee@s;

Pl (more)
% Resolution 675 (XXV) of 2 May 1958
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River Development, Cround Water Stressed

Noting that the Council has attached priority to integrated river basin
development as a field for concerted action, the report cites work ol this type
under vay in the Lower Mekong River Basin of Southeast Asia, where the UN, FAQ
and WMO have helped draw up & program for detailed investigation of development
possibilities. (The program is described in Add. 1 of this release.)

As one of its projects under the concerted program, the new UN Center will
systematically review problems rélating to the development, use and conservation
of ground wvwater (that is, water from inside the earth, which feeds wells and
springs). It expects to convene, toward the end of this year, an inter-organization

group of specialists to prepare reports on selected problems in this field.

The Center has prepared a preliminary report on "Techniques of Water Resources
Surveys" which is now being distributed, for information and comments, to all
member governments and about 35 international orgeanizations. It deals with
techniques for surveying surface~vater resources; ground-water investigations; and
the assessment of water quality.

This report represents the joint effort of the United Nations Bureau of
Economic Affairs and of the specialized agencies concerned, within the framework
of the new Vater Resources Development Center, a foreword notes. Material is based

in part on information from FAO, WHO and WMO.

L o

Note: Examples of work in the field of water resources devélqpment being
carried out by UN agencies and services are given in Add. 1 of this release.
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UN AND RELATED AGENCIES WORKING WITH GOVERNMENTS
IN DEVELOPMENT AND USE OF WATER RESQURCES

Governments of Africa, Asia, Europe, Latin America and the Middle East are
being aided by the United Nations and related agencies in developing water
resources to meet expanding needs of agriculture, industries and community life.

The projects include, among other things, surveys of resources, river-basin
development, drilling of wells, construction of dams for hydroelectric power and
irrigation, water purification and sanitation, pilot projects in watershed
management and drainage, and experiments in new irrigation practices.

Many of the projects are receiving financial aid from the Expanded Program
of Technical Assistance;five have received allocations from the new UN Special
Fund under its first operational program; and others are being carried out by
the UN Secretariat and individual agencies as part of their regular work.

Some examples* of the various types of assistance are cited below.

Mekong River Investigated

A major example of joint action is the Lower Mekong River Basin project,
affecting Laos, Cambodia, Thailand end Vietnam, which is being aided by the
United Nations, several UN agencies, and a number of governments.

Eventually a multi-purpose program--for development of irrigation facilities,
flood control, hydroelectric power, and navigation--is envisaged for the Lower
Mekong Basin, an area with a population of 17,000,000.

At present, work is progressing on a five-year program of data-collection and

(more)

*The examples are not intended as a comprehensive listing. A detailed description
of activities of UN organizations in the field of water resources, including

a section on financial and technical assistance, was given in a report prepared
for the Economic and Social Council last year (Doc. E/3071, Annex III); it

reviews projects in 54 countries and territories, as well as regional activities.
A similar report will be prepared next year.
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planning, estimated to cost $9.2 million, as recommended by a UN survey mission in
Jenuary 1958, In addition, plans have been epproved for several relatively small
pilot projects on Mekong tributaries, expected to bring élmost immediate benefits.

An integrated plan for detailed investigation of the river basin has been
dravn up with the aid of experts from the UN, the Food and Agriculture Organization
and the World Meteorological Organization; the International Labor Organization
has offered to aid in certein fields as work progresses.

As part of the over-all program, an aerial survey of the main stem of the
river will be made by Canada at & cost of 1.3 million Canadian dollars; the United
States is contributing $2.2 million for investigations on the ground, including
river measurements; Japan is providing ground reconnaissance of Mekong tributaries,
estimated to cost up to $240,000; New Zealand has contributed $100,000 for boats
for river survey work; Indias will supply 366 rain gauges et a cost of some $32,000.

" Frence has announced contributions totaling $320,000;% Austrelia has offered
$225,000;* the United Kingdom has provided $56,000% for a launch and meteorological
equipment.

Other help is provided by the Expanded Program for Technical Assistance. As
a further step, the United Nations Special Fund will be asked for aild in detailed
investigations of selected tributaries, mineral development in the area, and
projects to make some parts of the river navigeble.

The program is being supervised by a Committee for Coordination of Investiga-
tions of the Lower Mekong Besin, set up in 1957 by the four governments of the
region in response to a resclution of the UN Econcmic Commission for Asia and the
Far East (ECAFE), which has been concerned with Mekong studies for several years.
For day-to-day administration, an Executive Agent and stalf are provided for the
Committee by the UN Bureau of Technical Assistance Operations,

Describing the work, C.V. Narasimhen, former Executive Sccretary of the
UN Economic Commission for Asia and the Far East (now UN Under-Secretary for
Special Political Affeirs), hes said:; "There may be bigger projects in the field
of water resources in other parts of the world, but never in history has there
been anything like the Mekong scheme in which four countries are involved and all
kinds of aid from different sources are being fitted into cne agreed pattern."”

(more) '

*Dollar equivalents
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UN Technical Assistance Provided

Elsevhere in the world, technical assistance experts from UN Headgquarters

have worked in the past year on assignments ranging from the extraction of salt
from sea water in Iceland, by means of geothermic (hot-springs) energy, to investi-
gation of ground water in the western coastal belt of Malaya and aid in the
Minneriya hydroelectric project in Ceylon. '

Increasing requests for experts in fields such as hydroelectric power,
municipal water supply, and water resources surveys and appraisals were met
during the year, a recent report on the UN technical assistence program (Doc.
E/3236) states.

A VWater Resources Survey Group has been set up in Latin America as a joint
effort of the UNl technical assistance program, the UN Economic Commission for
Latin America, and the World Meteorologicel Organization. Experts in this group
surveyed water resources in Chile, Ecuador and part of Argentina in 1958, and
requests for its services in 19959 have been received from Cuba and Venezuela.

One example of a UN expert's assignment is shown by a hydrologist with
experience in well-drilling who worked in Bolivia for nearly two years to assist
in the installation and utilization of equipment, the location of wells, and the
training of personnel. He also helped organize a financially self-supporting
Ground Weater Division, a semi-autonomous well-drilling operational agency under
the Bolivian Development Corporation. It is managed and operated by Bolivian
personnel trained by the UN expert with equipment provided originally by the UN.
In addition, the UN hydrologist also helped to set up a national hydrclogical

service. aspects

In Pakistan, three UN experts on dam construction are advising on certain/of the
building of the big Gudu Barrage on the Indus Eiver in Pakistan. The dam,
expected to be completed in 1960 or 1961, will irrigate 2,500,000 acres of land
to be used mainly for the production of food crops. The Ull experts are training
Pakistani officers and personnel in all duties involving the dam construction.
UN Special Fund Approves Water Projects

The first operational program of the United Nations Special Fund, approved

in May, includes five projects related to water resources for which a total of
$1,770,000 has been allocated, as follows:
(more)
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Ghana -- $305,000 for aid in a survey of the lower Volta flood plain to
determine whether conditions are suitable for the large-scale growing of
irrigated crops, the costs of irrigation and drainage worlks for selected areas,
and the expected benefits.

Greece -- $245,000 for a pilot study of methods of locating and developing
ground water resources in limestone terrain; a main problem is how to differen-
tiate betweay water-bearing and non-water-bearing limestone structures and how
best to drill and exploit them.

Isreel -- $320,000 for a pilot project in watershed management, designed
to test and demonstrate ways of retaining and utilizing en estimated 100 million
cubic meters of water discharged into the sea each year by "wadis" or ephemeral
streans.

Thailand -- $600,000 for aid'in an investigation of silting conditions in
the Bangkok port channel and a study of remedial works needed.

United Arab Republie -- $300,000 for aid in pilot projects in 10 repre-
sentative areas to test drainage practices suiteble for the Nile Valley.

"

For each project, an "executing agency" has been named. It will be FAO for
the projects in Ghena, Greece, Israel and the United Arab Republic; and the
Inte.mational Bank for Reconstruction and Development for the Bangkok port
project.

FAO Provides Experts

In the field of water resources, the Food and Agriculture Organization hes

assisted countries in assessing their resources and requirements; protection of
land against flooding; irrigation and drainage; and rural water supplies.

In this field, FAO has sent experts to Aden, Afghanisten, Bolivia, Brazil,
Cambodia, Ceylon, Chile, Greece, Guatemala, India, Iran, Iraq, Israel, Japan,
Jordan, Laos, Libya, Nepal, Nicarsgua, Pakistan, Peru, Sudan, Vietnam,
Tenganyika, Thailand, Trinidad, the United Arasb Republic, Yemen and Yugoslavia
in recent years.

The largest project undertaken by FAO is the Rufiji Basin Survey in
Tanganyika, where 1l experts are helping the government in carrying out investi-
gations of the territory's potentiality for economic development. The basin
covers some 68,500 square miles and represents virtually 20 per cent of
Tanganyika territory. The experts have made topogrephical, hydrdiogical, geo-
logical and soills surveys and have carried out irrigation and dam design work.
Trial farms under irrigation, established for crop research work, are already
providing excellent results, FAQ has reported.

(more)
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In Brazil, FAO is helping the government plan the economic development of
the Amazon River Basin. Since 1952, FAO forestry experts have been carrying out
studies and surveys for the development of timber production and industrialization.
The Santafem training center in Brazil, which is part of the government program
for development of the region, has been created with the FAO mission's aid.
Situated 500 miles upstream, it is intended for the training of operators in
logging, sawmilling and other forest operations and for work as a silvicultural
research and experiment station.
UNESCO Fosters Arid-Zone Studies

The United Nations Educational, Scientific and Cultural Organization has

carried out, over eight years, a program for assistance in scientific research

on problems of arid lands. With the aid of an Advisory Committee on Arid Zone
Research, consisting of experts in the field, UNESCO organizes seminars, pub=

lishes studies, awards fellowships, and grants subsidies to national research

bodies.

Two seminars are planned for 1959-1960. One, devoted to the relationahip
of plants and water,will be held this year. The other, in 1960, will review
results already achieved in UNESCO's arid-zone program and look into new develop-
ments.

In 1957-58, UNESCO gave aid to desert research and teaching institutes in
the United Arab Republic, India, Israel, Pakistan and Turkey which has enabled
them to undertake or continue research on hydrology, hydrogeology and geophysics.
In cooperation with these institutes, UNESCO has also organized refresher courses
and has awarded some 20 fellowships.

In Brazil, two UNESCO experts in hydrogeology have given advice in setting
up a school in that field at the University of Recife and have helped the govern-
ment fight drought in the northeastern part of the country.

In addition, UNESCO and FAO are cooperating in research on certain problems
related to arid zones, including the demineralization of salt water. (On this
problem, & UN report last year commented, "Particularly in arid zones, no single
achievement would do more for the improvement of living conditions than the
discovery of an economic method of purifying saline water both from the sea and
from underground sources.”*)

(more)

*Doc. E/3071
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WHO Plans Safe-Water Campaign

The World Health Assembly last month approved a "spearhead program" under
which the World Health Organization will offer leadership in a world-wide effort
to provide safe and adequate watler supplies. Such supplies, the Assembly
stressed, are essential to the protection and improvement of health and indis-
pensable for economic and social development. -

_WHO is assisting governments of Africa, Asia, Europe, Latin America and
the Eastern Mediterranean area.in this field. '

In Uruguey, for example, WHO is training water works operators in methods of
improving the quelity of water, and in the maintenance of installetions and
equipment. A Wi0 expert is also assisting in organizing a permanent school for
operators of waterworks and sewage treatwent plants in the School of Engineering
of the University of the kepublic, at Montevideo. WHO is also providing funds
for the completion of equipment in the chemistry laboratory so that it may carry
out accurate bacteriological and chemical analyses and give instruction in this
field.

In Spein, WHO is setting up a training course for municipal engineers in
the operation and supervision of water supply systems and sewage disposal works.

In its recent annual report (Doc. E/3235) WHO expressed concern over the
problen of the spread of bilharziasis (a snail-borne parasitic disease) to newly
irrigated lands. Ways of designing irrigation systems that will be unfavoreble
to snail breeding are therefére being sought.

Pollution through Atomic Wastes Studied
With the expanding uses of atomic energy for peaceful purposes, the problenm

of disposing of nuclear waste material is receiving attention from the Inter-
national Atomic Energy Agency, particularly when it raises international
questions-=for instance,when the atmosphere or international waters are involved.

The United Nations Conference on the Law of the Sea, held in Geneva last
year, requested the Agency to underteke action in regard to waste disposal at
s2a, and the Agency convened a special panel to study the problem. Its initial
report is expected to contain recommendations which could form the basis for an
eventual international agreement,

The Agency is also planning a Conference on the Disposal of Radiocactive
Wastes into the Sea and into Geological Structures, to be held in Monaco 6 - 21
November 1959. Among other things, the conference will discuss the methods of
waste disposal in the atmosphere, fresh water, soils, geological structures,

(more)



-7 - Press Release EC/1962/Addil
TA /782
1 July 1959
coastal waters and the deep sea; storage of waste materials; and new research
required.

WMO Aids in Hydrometeorology

The World Meteorological Organization last year provided technical assistance
experts in hydrometeorology to assist Pakistan and Turkey; and awarded fellowships
enabling personnel of Burma, China, Pakistan, Turkey and Yugoslavia to obtain
advanced training abroad in hydrometeorology or related fields.

In addition, WMO is working in the Lower Mekong River Project; has provided
an expert for the Latin American water resources survey group; and is cooperating
with UNESCO in its arid zone program. The WMO secretariat and the UN Economic
Commission for Asia and the Far East are planning a seminar on hydrological net-
works and design methods.

As part of its program of technical publications, WMO has issued a report on
"Techniques for Surveying Surface-Water Resources.”

International Bank Helps Finance River Development

The International Bank for Reconstruction and Development has made a number
of loans for milti-purpose development of river valleys, to bring about irrigation,
flood control, land reclamation and hydroelectric power.,

In the Damodar Valley of India, for example, nine Bank loans totaling more
then $300 million have contributed "to a remarkable transformation that has taken
place over the last decade," the Bank's annual report for 1957-58 states., The
valley, stretching 340 miles northwest from Calcutta, is rich in agriculture and
industry, but its full development had been barred by sudden monsoon storms and
the danger of flash floods, the report points out. DNow the waters of the Valley
are being put to productive use by construction of a chain of dams, irrigation
facilities and hydroelectric power plants. Food production is expected to
increase by some $40 million annually, as one result.

In central Thailand, the Yanhee project will malke possible higher yields on
2-1/4 million acres of land, through irrigation, and will add half a million
kilowatts of electrical generating capacity by harnessing a tributary of the
Chao Phya River.

Other multi-purpose development is being aided in the Volturno and Tavoliere
plains of southern Italy. In Japan, an irrigation and power loan in the Aichi
region of Honshu Island will aid in the country' first large-scale experiment in
the irrigation of hill land.

(more)
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"Hydroelectric projects in Africa, Asia, Burope and Latin America account for
a maejor part of the Bank's total lending of $1,386,000,000 for power developﬁent,
its largest single field of work. Other Bank loans have helped in improvement
of inland waterways and in expansion and modernization of ports.

In addition, the International Bank's good offices have been provided in
discussions directed toward an agreement on aharihg of the waters of the Indus
River between India and Pekistan.

Regional later Problems Studied
The UN's four regional economic commissions are alsc fostering water

resource development activities,

Projects and research related to the integrated development of flood conirol,
irrigation, navigation and power facilities are being carried out by the UN
Economic Commission for Asia and the Far East. Its Bureau of Flood Control and
Water Resources Development is making, for example, country-by-country surveys of
river basin development. It also publishes technical information on water
resources, convenes technicel conferences, and works with governments of the
region on water problems. In recent years the Bureau has given special attention
to the Lower Mekong River Basin project.

In Europe, problems of water pollution control have been studied by the
secretariats of the UN Economic Commission for Europe, the FAO and the WHO;
suggestions that might serve as a basis for discussion by governments interested
in the establishment of internetional river pollution control bodies have been
drawvn up. ZICZ has also studied hydro-power resources and ways of reducing costs
of hydroelectric stations.

The Economic Commission for Latin Americe 18 working with the UN technical
assistance bureau and the World Meteorological Organization in studying water
development potentialities in various countries. On the basis of a questionnaire
sent to all governments of the area, an introductory paper on the area's water
resources has been prepared.

The newest regional body -- the Economic Cormission for Africa =- will meke
studies of water and other natural resources, where such research has not already
been undertaken or is incomplete. As a first step, it has asked UNESCO to come
pile a bilbliography of surveys made so far and draw attention to major gaps
needing national or international attention.

(more)
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[Et UN Headquarters, a Water Resources Development Center hes been set up to

serve as the focal point for concerted action among the UN and related agencies

and services in the field of water resources; its functions are described in the

first pert of this release./

(Note: Photographs illustrating this release may be ordered from
the UN Photo Distribution Unit, Room 989.)
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I can't resist the tempation to send
you this. It *s the highest tribute which
was ever paid to the Bank's economic research
activities and it comes from the U.S. Delegatior
at the U.N. I think you would enjoy reading
it‘

I only hope that even in its revised
form the ECOSOC resolution will not mean that
we have to work hard to help the U.N. write
a report...

From L. B. Rist
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

Mr. Rist DATE: August 5, 1959
Richard H. Demuth

ECOSOC Resolution Cqéern:l.n:g Economic Research Techniques
7

Attached are two documents sent to me by Dr. Lopez-Herrarte from
Geneva. Attachment "A"(1l) is a draft resolution proposed by the United
States; attachment "A"(2) is the resclution as redrafted and approved.
It will be noted that the resclution actually approved omits any
reference to the Bank and is directed primarily at obtaining an evalua-
tion of techniques used by the United Nations itself.

Attachments (2)
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Evaluation of Economic Research Technigques in the UN

Draft Resolution Relating to Item L

The Economic and Social Council

Reaffirming the importance, nationally and internationally, of

sound and substantial progress in the sconomic development of the

less developed countries,

Recognizing the necessity for ggequate economic statisties

and other pertinent current data and for appropriate and sound 5

sconomic studies as aids in the consideration of investment and

R s

——
evelopment policies and actions by governments and individual
domestic and foreign investors,

Considering the extensive experience of the International Bank

for Reconstruction and Development and other specialized agencies
in conducting practical economic studies and surveys,

1., Notes that there is a large and ever-increasing number
of economic studies and surveys undertaken or contemplated by the
United Nations and its subsidiary bodies relating to the economic
jevelopment of the less developed countries;

2. Draws the attention of member governments to the need in
many countries for developing accurate economic statistics and
other pertinent current data as an essential basis for economic
studles and surveys;

3, Requests the Secretary General to undertake a searching
evaluation of the economic research techniques being used in the

United

I-,\'\--——
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United Nations and its subsidiary bodies, their applicahility to
countries in different stages of development and the possibilities
and limitations of these methods in the conduct of such economic
studies and surveys as may be undertaken;

I, Invites the Secretary General, in preparing such an
evaluation, [to consult with thei;pternational Bank for Reconstruction
and Development and othe¥ lappropriate specialized agenciles which
have had extensive cxporfﬁnce in conducting economic studies and
wurveys in connection with carrying on their responsibilities;

5. Further requests the Sgeretary General to prepare a

report of his findings for submission to the Economic and Soclal

Council at its 30th Session,
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CO~ORDIN:/TION COMIITTHR
GEN:ARAL ReVIEW OF THE DEVELOPMENT AND CO~0R1M 3% TON

OF THiE BECONOIIC, SOCIAL AND HUMAN RIGHTS PROGRAMES AND /CTIVITIES
OF THE UNITED NATIONS AND THZ SPECIALIZED AGENCIES AS A WHOLRE

fEvaluation of techniques of long—~term economic projections
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drart rcesolution

The Beonomic snd Social Couneil,

Reaffirming the importance of sound and substantiol progress in the
economic developmont of tho less developed countries,

Reeognizing the neeossity for adequate ceonomic statistics cnd other
pertinent eurvent data and for appropriate and sound oconomic studies as
aids in the considerstion of investment and development policies and
actiony by governments and individual domestic and foreign investors,

1. Drews the attontion of Member Governments to the continuing need

in mony countrics for developing accuratc economic statisties and othor
portinent current data as an essentiol basis for cconomic studies and
Sur veys;

2. Regquests the Scerctary-General to undertake, in Con8ultation with
the appropriate specinlized cgoncies and othor competent 0rganizgt§onaqlun
evaluation of the teehniques of long-torm eeonomic projections?ﬁﬁ%féﬁ%iﬁmr
used in the Unitod Nations and its subsidiary bodios, their applicability
to countries in different stages of development and the rossibilities and
limitations of thesc techniques;

3.  Further roguests the Secretary-General to Submit to the Counecil

at its thirtieth scssion an initial report giving o summcry account of
such projoetions made to date and the problems encountered in their
preparation, to be followed by other progross reports as appropriate,
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OFFHCE MEMORANDUM

TO: Files DATE: June 11, 1959
FROM: Richard H. Demuth
SUBJECT: Notes on Meeting Held ﬁ."t-h Representatives of United Nations Department

of Economic and Social Affairs, Technical Assistance Organization and
Technical Assistance Board

Dr. lopez-Herrarte and I had a meeting on June 5 with the top offi-
clals of the United Nations dealing with economic and technical assistance
matters, including Mesars. de Seynes, Narasiman, Heurtematte, Bloch, Hill,
MeDiammid and Goldschmidt., This was one of a series of periodic meetings
in which the Bank representatives describe major developments in Bank
activities and a similar presentation is made by the United Nations. Among
the points brought out by the United Nations which may be of interest to
various departments of the Bank are the following:

1. % A United Nations resident mission has been estab-
lished to s project. The head of the mission is Mr, Hart
Schaaf, former UN/TAB Resident Representative in the Philippines. An
engineering advisory committee has been created for the project, one member
of which is Mr. Poulson (?) of the U.S, Poulson is about to retire and
there is some feeling that his successor should be an economist. The Bank
be approached to nominate someone for this position or possibly to

te a member of its staff to serve on the advisory committee. Mr. de
Seynes said that no decision had been reached on this matter and that there
was nothing for the Bank to do about it at the present time.

2. Ceylon. The UN/TAB Resident Representative has advised the
United Nations t the CISIR wants the Technical Assistance Program te
provide a director to succeed Godwin upon his retirement. Mr. Goldschmidt

there was considerable pressure bsing put on the U.N. to this end
asked the position of the Bank. I replied that the Bank's position had
already been made abundantly clear, namely that we felt that, as of the
time of Godwin's retirement, management of the Institute should be taken
over by the Ceylonese, although further advisory assistance might be desir-
able. Messrs. de Seynes and Heurtematte agreed with the Bank's position.
Mr.
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8. U,N. industrial experts in Thailand are preparing
several the U.N. believe may be of interest to us and
which they will send to ws when completed.

9 The Technical Assistance Organization is taking over
the UNKRA pre in order to finish them off,

10, Malaya. The United Nations has been requested to provide
assistance to an Applied Research Institute, which has been established
in part on the basis of advice given by Dr. Godwin., The U.N. asked
whether we would wish to join in supporting this Institute. I replied
that T was quite sure we would not want to accept responsibility for
any more projects of this type.

11. Libya. The United Nations has received a number of requests

from Iibya r the OFEX program, This is the new program under which
the United Nations has been authorized to fumish a limited number of

12. + HMr. Adrian Pelt, a high official of the United

experts. Mr. de Seynes, in conmenting on this program, said that he
considered the CGuinea situation to be a "hot one" and that the U.N, is
"trying to get it back to reasonable temperature." At another point he
deseribed the U.N. program as having elucidating and neu
function.” It was mentioned in that Mr. van der Bergh (?) may
go to Guinea as a U.N. tax expert.

13. %WMNMhhmm
passed at the recen in Panama requesting that ECLA seb wp



a large scale. The U.,N, proposes to send Heurtematte to La Paz
in the late summer to see what can be done and will take no action on the
request in the meantime.

16, Panama, The U,N, has received several requests from Panama
for experts under the OPEX program, including ome on planning,

17. Ecuador. The U.N, is for a suecessor to Hey Alvaresz
in the Planning Office., A Mr. Nunn (?) (whe formerly served in Brasil)
has been proposed by the U.N. and accepted by the Ecuadoreans but, for
some reason not specified, he may not be sent.

18, Venezwela. The United Nations is undertaking a #l million

of assistance to Veneszuela; of this amount, the U.N, is
putting up $290,000 itself and the remainder is being put up by
n government, of

|
;
]
E

Mr, Smith, former Finance Secretary of Singapore, is adviser on fiseal
administration. Mr. Heurtematte described the program as a "massive
operation” but he said that, on the basis of personal investigation in
Caracas, he was convinced that it was a very orderly program and that all
the experts could be absorbed. FHe said that great enthusiasm was being
shown by both govermment and experts and particularly by Dillon Myer.
Mr, Philip Schereschewsky has been proposed for industrial adviser for
Venezuela,

19, Haiti. The U,H, described their preogrem as "in a mess." The

Haitians are now tallking with TAB abeut designating a resident representa-
tive in Haiti who would also aet as economiec and planning adviser.

20, Jamaica. WMr. CGeorge Cadbury is finishing his economic ad-
visory work amaica this summer,

21, Trinidad. Trinidad has asked the United Nations for a short-
term port expe

22, Bragil. The U.N. is trying to find an expert to advise
Brazil on its Nordeste plan.

RHD s t£ _
-
cc: Messrs. Knapp, Aldewereld, Cope, Rist, Rosen, Rucinski and Schmidt



¥Mr, H. ven Helden April 29, 1959
A, Wubnig

United Nations Transport Economies Division

1. At Mr. Demuth's suggestion, I was visited last week by

Mr. Ehrenroot, & Swedish national, who is chief of &

Economics Division now being established at UN. It will be attach-
ed to the Bureau of Hconomic Affeirs, and will work closely with the
Inland Transport Committees of ECE, ECAFE, ECLA, and ECA, and with
other imternational agencies, such as ICAO and IMCO, which are con-
cerned with particular fields of transportation.

24 Mr. Ehrenroot wishes to make full use of the Bank staff's
knowledge of the transport economics of particular countries. Imme-
diately, he wishes to consult us regarding a future seminar on Afriean
transport which will be held at Addis Ababa, the seat of the newly es-
tablished lieconomic Commission for Afrieca.

3. In particular, Mr. Ehremroot would like me to meet his steff
to discuss some of the main problems of African transpert in order to

help start plamning the seminar. He has suggested my visiting him in

New York for this purpose in the near future, and is prepared to come

to Washington in his turn for further discussions.

L, I believe we ought to comply with Mr. Ehrenroot's request,
tsking care, however, not to get the Bank committed to any definite
setup, work program, or poliey. No such danger exists, 1 believe;
Mr. Ehrearoot's only concern seems to be to have us help him develop
an agenda, not to involve us in a2 UN venture.

Se When 1 mentioned this metter to Mr. Demuth today, he said
that he thought it was a good idea which could properly be followed up.

aumS
AWubnig:ms

ce: Messrs. Squire
vemuth
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CABLE ADRDDHRIYE * UNATIING NEWYORK * ADRESSE TELEGRAPHIQUE

muenne RO 131/2(6
/ ( ) 27 April 1959

Dear Enrique, 3

In the absenca/;{ Mr. Hill, may I, with thanks, acknowledge
your letter of 23 Apnl 1959, relevant to resolution 1323 (XIII)
of the General Assemtly. Please be assured that your paper
is most helpful and o8t welcomes

Since our repat under this resolution will not so much
deal with things thit are ac¢hally being done, nor will it
describe resolutioms actually adopted, but instead, will mainly
concentrate on propsals that can be described as important
"pending business" we plan to use the first part of your
statement dealing vith increasing development finance, which forms
the bulk of your statement. The last paragraph of section 1l is
already dealt witl, because it is mentioned in the U.S. reply
which we have undsr resolution 1316 (XIII) and which under
resolution 1323 w2 are asked to take into account in this report.
This relates to the question of the International Development
Association,

Section 2 o’ your statement, dealing with technical
assistance is a description of what the Bank is doing now,
particularly the Development Institute. Since this does not
seem to come under the heading of "pending business", I hope you
will not mind if we do not include it in the report.

Yours sincerely,

H.W. Singer
Principal Officer on Special Duty,

Office of the Under-Secretary for
Bconomic and Social Affairs.

Mr. Enrique Lopez-Herrarte

Liaison Officer

Technical Assistance and Liaison Staff

International Bank for Reconstruction and Development
1818 H Streetl N.W.

Washington 25, D.C.
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(not for public use)

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
DEC 0 7 2020

WBG ARCHIVES April 28, 1959

FROM: The Secretary

PROVISIONAL SUMMARY RECORD OF MEETING OF ECONCMIC AND
SOCIAL COUNCIL AT WHICH REPORTS OF INTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELORMENT AND INTERNATIONAL
FINANCE CORPORATION WERE CONSIDIRED,

MEXICO CITY, APRIL 10, 1959

(The summary proceedings below followed the address made by Mr., Black
(SecM/59-67 dated April 8, 1959). Certain statements, insofar as they made
no reference to the Bank or IFC have been omitted. )

MR. NAVARRETE (Mexico) The fiscal year 1957/58 had been the most

NS

active in the Bank'!s history. It had granted thirty-four loans amounting in all
to nearly $500 million, which was twice the annual average of the first ten years,

and the latest available information showed that the expansion was continuing.

During its twelve and a half years of operation, the Bank had granted loans
totalling $L,300 million, more than three-fifths of which had been assigned for
investment in under-developed areas. Those loans, while enabling the borrowing

countries to increase their productive capacity and raise their living standards,

had also had favourable effects on the industrialized countries, since their
industries had exported the capital goods necessary for the execution of the
projects financed by the Bank and would, in the years to come be able to sell
more to the under-developed countries because the real income of the latter was
being increased.

The financial year 1957-58 had also been the Bank'!s most active one on the
international capital market. It had issued new bonds totalling $650 million
in twenty-six countries, the participants including both banking institutions
and private investors. Outside participation in the Bank's loans - without
the Bank's guarantee - had risen by 50 per cent, after having fallen during
the two preceding financial years. On several occasions the Bank had granted
loans to borrowers who had simultaneously sold bond issues on the United States
market. It was to be hoped that those operations would continue to expand, as
they pointed the way to new methods of financing economic development,

Distribution
I.B.R.D. Executive Directors and Alternates I.F.C. President
President Vice President
Vice Presidents Department Heads

Department Heads
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The results obtained by the Bank were the more remarkable as the economic
situation had been highly unfavourable to the primary producer countries. After
an uninterrupted expansion since 1952, world trade during 1958 had declined both
in volume and value and the under-developed countries had been the worst
sufferers. The rate of growth of industrial production had again dropped in
1958 in all regions, principally by reason of the recession in the United States.
Imports, however, had fallen less in the United States than in Western Europe,
where there had been a drop of 7 per cent, Between the first quarter of 1957
and the middle of 1958 the international price index of primary commodities had
declined by 10 per cent, while the average prices of manufactures had increased
by approximately 1 per cent. Thus the countries exporting raw materials and
importing manufactured goods had suffered a loss in their importing capacity
amounting to approximately three times the value of the loans which the Bank
had granted to them in 1957/58. Their gold, dollar and sterling reserves had
declined and, despite the allocation of foreign credits, their investment
programmes, particularly in the infra-structure projects financed in the public
sector had been seriously affected. The Bank thus had a greater obligation
than ever to intensify its efforts, in order to help the under-developed
countries in overcoming those serious difficulties,

In that connexion, lMexico's experience had proved satisfactory. It had
received substantial medium-term commercial bank loans for financing projects
which had to be paid for largely in domestic currency. With the help of
foreign development loans in certain key sectors, it had been able to diversify
its economy and establish many manufacturing industries capable of supplying
part of the capital equipment needed for further industrialization. It was
particularly fortunate that the Bank had authorized Mexico to apply a significant
part of a recent loan towards the acquisition of domestically produced equipment.
The foreign exchange would pay for raw materials purchased abroad for the use of
local industry.

Another favourable development had been the strengthening of the gold and
dollar reserves of the Western Eurcpean countries, which had recently enabled
them to meke their currency convertible on outside markets. That development,
to which the Bank had contributed, should encourage those countries to increase
their assistance to the developing areas.

Lastly, the Mexican Government welcomed the decision to double the Bank's
capital which showed that Member States were determined to speed the development
of the world economy.

MR. SCHURMANN (Netherlands) said that the Netherlands Government regretted
that the cautions policy of the International Finance Corporation obliged it to
restrict its activities to the relatively more advanced of the less-developed
countries. For example, the IFC had not yet made any investment in an African
country. Yet it had been created for the promotion of economic development in
all the under-developed countries,

The loan of one and a half million dollars for the construction of a steel
forging plant in India seemed to indicate a turn toward greater flexibility.
Although the Statute of the IFC made no provision for investment in share
capital, the loan contract provided that, after four years, payment of interest
on the debt would be contingent on the amount of earnings. It was to be hoped
that the IFC would continue along those lines in the future and that a greater
number of countries in all continents would benefit from its activities.

Sec, 59-159
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The activities of the International Bank, during the year under review,
had continued to cover an ever-widening range. The geographical distribution
of loans was becoming better balanced every year and an increasing number of
the Bank's operations, both active and passive, had been carried out in
currencies other than the dollar, Africa had already received a certain number
of loans, but it was to be hoped that, as a result of the appeal from the
Economic Commission for Africa, the Bank would give that continent special
attention.

The non-lending activities of the Bank had also increased in importance,
It had been a major factor in the success of the negotiations leading to a
settlement of the terms of compensation to be paid in consequence of the
nationaligation of the Suez Canal. It had also met many requests for technical
assistance, and the Economic Development Institute, now fully financed out of
the Benk's funds as a regular part of its activities, had been training officials
of the less..developed countries in economic administration. Lastly, the Bank
had co-operated with the United Nations Special Fund.

It was gratifying to note that the Western European countries were becoming
increesingly important as buyers of the Bank'!s bond issues. Private Western
European banks had participated in certain operations, such as the loan of
$15 million to Petroleos Mexicanos for the purchase of capital equipment,

The most important event of the year had been the Bank's decision to
increase its capital from $10,000 million to $21,000 million. The Netherlands
Government warmly supported that decision. With its increased resources, the
Bank could play an even more vital part than before, The Bank would also have
more resources available through the release envisaged by certain member
countries of the 18 per cent of their subscriptions which was payable in local
currency. The Netherlands Government, for one, intended to release the balance
of that portion of its share within the next few years. As a result of the
external convertibility of the guilder, its contribution would be freely
convertible into any currency.

MR. ENCKELL (Finland) noted that the Bank had been very active in 1957/58
and that, in all likelihood, its operations during the next financial year would
be even more extensive. In granting long-term loans amounting to a considerable
total, the Bank had stimulated the direct flow of international private capitalj;
in certain cases, for example, the Bank's bond issues had been accompanied by
private issues, Having regard to this expansion of the Bank's activities,
the Board's approval of the proposal that it should double its capital was
highly welcome, He hoped, moreover, that the external convertibility of most
of the Western European currencies would help to widen the Bank's borrowing
possibilities on the world capital markets and allow effective use to be made
of the 18 per cent portion of their subscriptions which Member States would
gradually release. Finland, for its part, had agreed in February 1959 to
the gradual conversion of that portion of its subscription into any currency
which the Bank might require for its operations. In that comnexion, he
recalled that the Bank had recently granted Finland a new loan, the seventh
in ten years, which would be used for the development of the Finnish pulp and
paper industry. The loan showed that the Bank shared the Finnish Government's
confidence in that industry.

Sec: 59-159
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The International Finance Corporation performed a very useful function
in supplementing the work of the Bank and the Fund. It was to be congratulated
on the wise and flexible manner in which it was diversifying its investments.

MR. DUDLEY (United Kingdom) paid a tribute to the part played by the
International Bank in the economic development of the under-developed countries.

The United Kingdom Government had from the outset given the Bank its
wholehearted support. Its subscription was second only to that of the United
States. The 2 per cent of that subscription paid in gold was over 79 million
sterling, and the 18 per cent payable in sterling amounted to nearly ﬁ&h million,
Almost the whole of the latter sum had been set aside by the Bank for loans to
countries of the Sterling Commonwealth. Since the United Kingdom Government
had agreed to a more rapid rate for the use of its sterling contribution, owver
half of the sums earmarked for those countries had already been invested, and
only about 710 million remained to be spent. Furthermore, as the result of a
recent decision, borrowers were now at liberty, subject to the limitations
imposed by the Bank itself to use the funds derived from the United Kingdom's
subscriplion to finance imports from any country.

The Bank's report brought out the increase in the volume of its lending
operations. That increase was welcome, for it would undoubtedly speed up the
progress of the less developed countries.

There was an ever-increasing flow of private capital from different parts
of the world to the Bank, which in its turn lent those funds in various countries.
The Bank had acquired an excellent reputation both as a borrower and as a lender.

The United Kingdom had given its strongest support to the proposal to
double the Bank's capital. The legislative action needed to enable it to pay
its new subscription had now been completed, and it was to be hoped that all the
Governments concerned would similarly be able to secure the appropriate
authorizations. The United Kingdom Government also welcomed the decision to
enable Canada, the Federal Republic of Germany and Japan to increase their
subscriptions to the Bank's capital to a proportionately greater extent than
other countries. That decision reflected the importance of the part played
by those countries in the world economy.

The Bank also continued to render most useful services in connexion with
technical assistance. The Economic Development Institute held training courses
which had been attended by many senior officials from territories dependent upon
the United Kingdom and would make its staff available for a seminar on economic
development to be held in Jamaica in summer 1959. In addition the Bank had met
various requests for survey or advisory missions. For example a survey mission
was to go to Tanganyika in June 1959. Lastly, the Bank had established working
arrangements with the United Nations Special TFund.

The United Kingdom had also given its support to the International Finance
Corporation and, as in the Bank's case, made the second largest contribution.
IFC had invested a large portion of its funds in Latin America and had, inter
alia, financed two projects in Mexico, where it had applied the very sound
policy of denominating its loans half in dollars and half in pesos. While
IFC was as yet operating on a relatively modest scale, there was every reason
to think that its activities would expand greatly in the future, especially
in view of the high quality of its management.,

Sec. 59-159



Mr, PINIES RUBIO (Spain) said that the International Bank's
intensive activities were clearly reflected in the fact that during the
previous year the loans it had granted had amounted to no less than 75 per
cent more than the average figure for the three preceding financial years,
The recent recession in the United States, which had had an effect on the
economic position of many countries, had ended and the Bank was preparing to
expand its activities. In that connexion, the relationship between the Bank
and the Developrent Loan Fund was of particular importance.

Spain's bilateral relations with the United States had enabled it to
avail itself of the credit facilities of the Development Loan Fund. It had
received two loans: one for the development of its railways and the other
for rural development. The Development Loan Fund, which granted loans for
projects with which the Export-Import Bank did not concern itself, was an
important source of funds and he hoped that its capital would be increased.
Moreover, it was to be hoped that the United States would accept the Bank's
suggestion that an International Development Association should be set up,
for that institution would make it possible for the less developed countries
to receive long-term loans repayable in local currency.

There was every reason to believe that the circumstances which had
compelled the Bank to increase its interest rate to 6 per cent in October 1957
would not recur. The reduction to 5 3/8 per cent in May 1958 augured well
for the future.

His delegation was most appreciative of the reference in the Bank's
report to Spain's subscription of 1,000 shares of capital stock with a total
par value of $100 million. It had informed the Bank that it was prepared to
support the proposed increase of the Bank's capital.

Mr, PHILLIPS (United States of America) said that the International Bank's
report of its operations during the previous year was a record of outstanding
achievement. The Bank had achieved the highest rate of lending in its history,
having committed loans to a total of almost $700 million to less developed
countries. It was indeed a truly international financing institution capable
of providing large amounts of capital to countries in the process of
development.

The chief recommendation in the Bank's report - that there should be a
substantial increase in its capital in order to strengthen its capacity to
borrow funds for financing economic development in member countries - was
nearing fulfilment. The United States' portion of the proposed capital
increase had already been approved by the Congress. Similar action by other
members of the Bank could confidently be hoped for.

Perhaps the most significant aspect of the loans which the Bank had made
in the recent past was the preponderant support which it was giving to the
less developed nations. Of the twelve countries aided between 1 July 1958 and
31 January 1959 three had been in Asia, two in Africa, five in Latin America
and two in Europe. Even more noteworthy was the fact that of the $LL1 million
lent during that period $322 million, or 73 per cent, had gone to the less
developed countries.

See. 59-159
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The observer from the Philippines had informed the Council that of the
$3L,000 million of United States capital invested abroad 90 per cent had gone
to Canada, 7 per cent to Latin America and 3 per cent to the rest of the world.
In point of fact, in 1957, 35 per cent had been invested in Latin America,
33 per cent in Canada, 16 per cent in Western Europe, 9 per cent in the
Middle East and Africa and 7 per cent in the rest of the world.

Apart from its financing activities, the Bank performed many other
important functions on behalf of newly developing countries. A special
tribute should be paid to it and to its President for their constructive role
in international diplomacy and for having used their good offices to promote
the amicable settlement of difficult economic controversies between member
Governments. The satisfactory conclusion of arrangements for the payment of
compensation arising out of the nationalization of the Suez Canal was a case
in point.

The Internatiocnal Finance Corporation (IFC) had made an encouraging
though modest beginning. It was intended to be a catalytic agent to encourage
the flow of private capital into productive enterprise. It had already in-
vested in a number of enterprises in different countries. There was every
indication that the IFC would find a useful role among the expanding number
of international and national agencies which were marshalling the financial
resources of the free world for development purposes.

The agreement reached a few days earlier to establish an Inter-American
Bank with an initial capital of $1,000 million was a new milestone along the
road of economic co-operation among the American States. The United States
hoped that the new Bank would profit from the experience of the International
Bank and make a similar contribution to economic development in the Western
Hemisphere.

Mr. ABELIN (France) said that the Bank's activities had shown remarkable
progress during the previous year, when its loans had amounted to %711 million
as against $396 million in the preceding twelve-month period. Its methods had
become more flexible and its conditions less stringent. The proposed increase
in the Bank's capital, which would enable it to make more extensive loans,
for the benefit of the under-developed countries, met with France's approval
and the necessary steps to increase France's gquota would be taken in due course.

The pattern of the Bank's loans appeared to indicate that most of the
funds were invested in infrastructure programmes in the beneficiary States and
that few loans were made to promote processing industries. When the French
Government granted loans, it was careful to ensure that processing industries
received their fair share. Mr. Black could perhaps explain the reason for
the Bank's policy in that matter,

The Bank was apparently experiencing some difficulty because of the lack
of economic development plans, It would be useful if the Bank could help to
prepare such plans, the lack of which rendered the process of industrialization
more difficult. Closer co-ordination between the international financial organs
and technical assistance units was also desirable,

Sec. 59-159
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With regard to the geographical distribution of the Bank's loans, he was
glad to note that $110 million had been lent to African countries. The
economic development of Africa should be encouraged and the Bank's loans would
do much to produce successful results.

France hoped that the International Finance Corporation, which had just
started operating, would increase its activities and direct them towards
sectors of the economy and enterprises which in its view should be encouraged,

Mr, ORTIZ MARTIN (Costa Rica) said that Costa Rica had obtained loans
from the Bank to a total of $6.5 million, which it had used to import capital
goods such as fertilizers, farm machinery and equipment for light industry.
Unfortunately the drop in the world market price of the primary products
exported by Costa Rica made it impossible for his country to increase its
capitel for the purpose of promoting the development of its natural resources,
In view of the fact that the prospects of foreign capital investment were not
bright, Costa Rica had to obtain loans. They were, however, becoming more and
more difficult to obtain and delays would only serve to reduce the beneficial
effect they might have on the country's economy. Steps should be taken to
speed up the procedure for the granting of loans, so that the funds could be
put to immediate use where they would do the most good.

Mr. Z/HIRUDDIN AHMED (Pakistan), noting the substantial expansion in
the activities of both the Bank and the IFC, expressed the hope that those
activities would continue to gain momentum. During the year under review
the Bank had made three loans to Pakistan which would assist in the development
of vital sectors of its economy. They reflected increased emphasis on basic
development and, in particular, on assisting development banks within the
various recipient countries. The Pakistan Industrial Credit and Investment
Corporation, which was responsible for organizing investment for the country's
industrial development, had had the benefit not only of a Bank loan but also
of a similar loan from the Development Loan Fund. It would continue to
require assistance from both those institutions.

The increase in the authorized capital of the Bank, together with the
increase in IMF quotas, reflected the growing need for more capital to assist
the development of the under-developed countries. The establishment by the
United States of the Development Loan Fund, too, gave promise of more finan-
cial assistance, as did the United Nations Special Fund, All those efforts
represented a laudable advance in international financial co-operation.

The financial resources and institutions which had recently come to the
fore were predominantly public or governmental. Not enough had yet been done
to give impetus to the flow of private capital to the under-deve loped
countries. It was inevitable, moreover, that the public sector should be
the one to receive the bulk of assistance, since it embraced the most
pressing needs, such as irrigation, power, communications and so forth.

The Bank should encourage the flow of private capital by intensifying its
efforts to secure the participation of private banks in financing the projects
it assisted. The IFC, as the principal financial institution dealing with the
private sector of economic development, should be expanded and its capital
increased as soon as practicable.
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Pakistan hoped that the Bank would continue to provide resources for
economic development and guidance in solving difficult international monetary
problems. It was grateful to the Bank for using its good offices in the
matter of the allocation of canal waters between India and Pakistan and hoped
that that issue would be resolved in an equitable manner. The visit the Bank
was planning to make to India and Pakistan would be most helpful and he wished
it every success.

Since loans granted by the Bank for basic development were by definition
long~term loans, interest on them represented a substantial element of the
cost of development. Although he recognized that the Bank had to operate
according to rates at which it could borrow on the world market, he hoped that
it would consider the possibility of reducing the amount of interest to be paid
on loans, and, in particular the commission charge,

Mr, SERRANO (Chile) stressed the importance of the collaboration of the
Bank with the United Nations Special Fund. Chile had consistently supported
the establishment of the latter and hoped that it would expand its operations
and meet the expectations of the under-developed countries. The present
situation of the Special Fund, which was of course still in the experimental
stage, was far from satisfactory. The Bank should devote special attention to
assisting and guiding it, especially as the initial difficulties impeding the
Bank's participation in the Fund's activities had now been resolved.

Chile shared the general approval of the increase in the Bank's
authorized capital and hoped that the wider margin of manoeuvrability thus
created would enable the Bank to participate to a greater extent in development
plans. The participation of the Bank in the newly-created Inter-American
Development Bank would have a great impact on the economic development of
Latin America.

Chile had made great efforts to achieve sound finaneing of public
utilities, but it should be recognized that the under-developed countries
found it very difficult to fix adequate utility rates which would enable
utilities to cover the real cost of their services.

Unfortunately the Bank's operations were frequently characterized by
delays and unnecessary complications. Those delays might be due not only to
the complexity of the problems with which it had to cope but to a shortage of
staff to handle its expanded activities. He hoped that it would consider an
increase in staff if necessary.

The countries of Latin America regarded the Bank as much more than a
financial institution. They appreciated its role in the problems of the Suez
Canal and in certain questions dividing India and Pakistan, and hoped that it
would further expand its activities as a major organ of international co-
operation. It would be useful, for example, for the Bank to undertake a
thorough study of the total needs of the world for capital.

Mr. Mohamed AHMED (Sudan) reviewed the achievements of the Bank in the
fiscal year 1957-1958 and expressed the hope that its loan activities would
continue to expand and that it would play an even more active part in assisting
development projects.
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The share of agriculture in Bank loans had dropped in the period
under review as compared with the share of power, transport and industry.
While it was true that development in those fields assisted agriculture
and widened the markets for agricultural products, his delegation would
like to see an increase in direct loans to agriculture and irrigation,
which were of special interest to primary-producing countries.

With regard to the geographical distribution of loans, he recalled his
earlier statements in which he had urged that special consideration should
be given to the countries of Africa in the light of their relative needs,

He recognized, however, that the relative share of Africa had been inereased,
although only one-seventh of the total of Bank loans had gone to that
continent. He was not denying the right of other countries to Bank funds,
nor was he implying that loans should be made to Africa at the expense of
others. Priority should be given where the need was more pronounced and
where results were guaranteed in the long run. Increased loans to Africa
would not only help the Africans to help themselves; they were a prerequisite
to the flow of private capital.

The Sudanese delegation had been particularly impressed by the excellent
results obtained by the Bank in the three principal functions in which it had
been actively engaged. The first was the joint financing of projects by the
Bank and government agencies and by the Bank and private financing insti-
tutions. The Bank's collaboration with the Development Loan Fund would speed
the implementation of projects and reduce the pressure on the Bank's resources.
It would also widen the scope of its operations and provide enough capital for
large-scale projects. Since DLF loans were repayable in the currency of the
borrowing countries, the strain on their foreign exchange reserves would be
greatly relieved,

Secondly, the Sudan had been impressed by the Bank's assistance in
establishing other financial institutions to supplement its operations, such
as the International Finance Corporation and the new Inter-American
Development Bank. It had also been co-operating fruitfully with the United
Nations Special Fund and providing material aid to national banking
institutions.,

Finally, the Bank was to be commended for lending its good offices in
mediating in problems of groups of countries., Its success in those operations
was awtributable largely to the ability, knowledge and experience of its
President. It should, however, be wary of the political implicauicns of
certain matters in which it was called upon to mediate. He was confident that
it would maintain complete impartiality in such questions.

The appointment of resident Bank representatives in various countries
would not only facilitate loan operations but would be useful in connexion with
the formulation of economic policies and general development planning. The
Bank's survey missions to appraise programmes and give advice regarding priori-
ties were also most valuable; the Sudan had recently been host to a number of
such mis sions,

The Bank was to be congratulated upon the increase in its membership, the
doubling of its authorized capital and its increased reliance on currencies
other than United States dollars. The members of the Bank were to be commended
for their response in releasing part of their capital subscriptions payable in
their own currencies,
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MR, BETETA (Mexico) said that his delegation doubted whether the
International rinance Corporation was fulfilling the principal purpose
for which it had been established, namely, the promotion of economic
development by stimulating private enterprise, particularly in under-
developed areas, Its doubts were in no way based on the assistance
Mexico had received from the IFC: indeed, out of eleven loans authorized,
three had gone to llexican enterprises and a fourth was being negotiated;
moreover, an exception had been made for Mexico in that the loans were
repayable partially in local currency. Nevertheless, in the past two
years of activity the IFC had made a distinctly limited contribution to
the economic development of the under-developed countries., With z paid-
up capital of a little over $93 million, it had made available to borrowers
the mzagre sum of 33,300,000, and out of 235 requests for credit it had
classified only 7 per cent as projects with prospects for immediate action.
The explanation given for the very small proportion of requests met was
that O per cent of the 235 sent in were not in conformity with the By=-
Laws or policy of the Corporation. As for the remaining 60 per cent, the
IFC report (£/3199) stated that they were based on preliminary plans and
did not provide sufficient data on which to base an evaluation of whether
or not they deserved financial suprort. Such large percentages raised
the question whether it might not be wise to revise the IFC By~-Laws or its
policye.

iloreover, the IFC had attributed relatively little importance to the
development of industries owned by the nationals of the borrowing countries.
Indeed, most of the funds loaned had gone to private foreign enterprises
situated in the under=-developed countries.

There were, however, certain aspects of the Corporation'!s programme
which were deserving of praise.,. One of those was the sound practice of
making long~term investments on the basis of deferred payments, i.e. with-
out requiring the capital it lent to be amortized within a few years; that
meant that the borrowers could make their payments on the necessary short-
term loans they obtained from other sources before the first instalments
on their loans from the Corporation fell due, Another favourable aspect
was that the Corporation's investments were being combined with larger
amounts of funds furnished by private investors. That did not entirely
coincide with the position set forth in the document published in Washington
in Mugust 1956, in which the Corporation had affirmed that even though it
was able to obtain the funds required to make loans through the szle of its
own bonds it did not plan to make use of them in its early years and that
consequently the funds it had available for immediate investment would be
limited to the amount of its subscribed capital., The position now taken
by the Corporation was preferable, for even with the investment of the
whole of its own capital its contribution to economic development would
be minimal., It should therefore seek to inspire the necessary confidence
to attract additional funds through the sale of its bond issues and, with=
out unduly restricting its loans, should show a balance which could be
respected by business and financial circles, Other optimistic notes were
the affirmation that the Corporation now had sufficient experience to take
greater risks while easing its requirements, and its expressed intention
to use national currencies in larger amounts,
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The Council did well to maintain financing of the economic development
of under-developed countries as a major item of its agenda, for experience
had shown how beneficial were the results of the activities of international
credit institutions as a whole. His Govermnment had participated in the
studies envisaging the establishment of other institutions, such as the
Inter-American Bank, to fill any remaining gaps. Analysis of the means of
providing financing which would best contribute to the rapid economic
development of the under-developed countries should be continued for there
were many ways in which private and public capital could be combined to
that end. The Mexican Government had on occasion expressed its preference
for obtaining international loans of a public character, with a view to
ensuring tie channelling of such new funds into the areas of economic
activity which could most directly contribute to national development, but
that did not mean that it was hostile to private initiative. On the
contrary, it not only gave private initiative all the necessary guarantees
but actively encouraged it.

In February of the current year his Govermment had reviewed its invest-
ment projects and announced its new programme, the most important features of
which were the intention to seek long=term foreign credits to be invested in
the sectors which would do most to increase productivity, and the determina=-
tion to continue scrupulously to respect its international financial obliga-
tions. Those considerations, together with the recent acceptance by llexico
of an Export-Import Bank loan, the negotiations for a loan from the Inter-
national Bank for specific development projects, the loan being considered by
the International Finance Corporation for an iron and steel plant in Mexico,
and the support given by lMexico to the establishment of an inter-imerican
development organization, showed that his country was eager to compensate
for its financial weaknesses by having recourse to the most appropriate
sources of foreign capital subject to no limitation other than the country!s
capacity to pay and respect for its sovereignty and laws. In order to ensure
that the loans it received did not exceed its capacity to pay, Mexico insisted
that they should be long-term lcans and that the projects to which they were
to be applied should have a sufficient productive capacity to ensure their
amortization., Respect for the country's sovereignty and laws required that
capital-exporting countries should abandon the idea that they were entitled
to more favourable treatment than was accorded to national capital. There
must be unequivocal recognition of the right of all peoples to receive loans
without any infringement of their dignity or sovereignty and on the condition
that such loans were truly a means of promoting their economic development
rather than an instrument of intervention in their domestic affairs. His
Govermment was firmly resolved not to accept any investments or foreign loans
which might be incompatible with those requirements and at the same time was
determined to ensure to present and future direct foreign investments the
protection which the Constitution and iexican law afforded to private property.
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Mr, BLACK: I want to express deep gratitude on behalf of the Executive
Directors, Managements and Staffs, both of the Bank and of the International
Finance Corporation, for the many kind words which you have spoken about our
operations. Certainly, for my own part, I would be hypocritical if I attempted
to conceal the real pleasure I have derived from your generous praise.

But equally I welcome the statements of constructive criticism that
some of you have made, and I can assure you that your various suggestions
will be carefully considered. For, in this fast-changing world, no insti-
tution, if it is to remain alive, can stand still. Nor can any institution
dealing with the vast and still unsolved problems of economic development
afford to be complacent. What we have succeeded in accomplishing looks
small indeed when measured against what remains still to be accomplished.

36 3 3 3 36 3 %o

I should like to say a few words in response to the statement of the
distinguished delegate of France. The Bank shares the view which he expressed
about the importance of industrialization. A number of our loans have, as
you know, been in support of industry -- in fact, this year to date, almost
20% of our financing has been for industrial projects. But, of course, in
many countries industry can develop rapidly only after the basic utility
facilities have been provided -- power, railroads, ports and the like. 1In a
very real sense, therefore, many of our utility loans have been loans
facilitating industrial development.

There is a further consideration. Our Articles require a Government
guarantee -- and private enterprise, which is in our view usually the most
appropriate and most effective instrumentality for developing industry, is
often reluctant to take or unable to obtain such a guarantee. This, indeed,
was one of the main reasons why the Bank gave such enthusiastic support to
the creation of IFC. It is also a principal reason why we are supporting and
making substantial loans to local industrial financing institutions throughout
the world.

The case of the Pakistan Industrial Credit and Investment Corporation,
mentioned by the distinguished delegate of France, is not an isolated instance
at all. We are supporting -- indeed we have helped to create -- similar
institutions in many parts of the world -- in India, Turkey, Ethiopia, Ceylon
and Iran, to mention a few and are studying other possibilities in several
countries.

The distinguished delegate of France also suggested as of particular
interest activities of the Bank relating to general programs of development.
We agree with him -- and our staff has devoted much time and attention to
this aspect of our work. Up to now, we have helped no less than 16 countries,
at their request, in drawing up long-term development programs -- and we are
now engaged in, or in preparing for, providing similar assistance for three
more .
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The distinguished delegate of Sudan emphasized in his statement the
importance of agriculture. We agree with him -- and our general survey
mission reports show the extent of that agreement. So far as our loans
are concerned, many more of them are for agriculture than the statistics
show == for irrigation purposes loom large in our power loans, and agri-
cultural development generally is the object of many of our road loans.

The distinguished delegates of Costa Rica and Chile made a plea for
cutting "red tape" and delay in granting loans. No one dislikes red tape
more than I do. Perhaps on occasion we have been guilty of unnecessary
delays -- although it is a constant effort of management to speed our
business as rapidly as is consistent with sound investment operations.
Certainly we have moved aggressively to build up our staff as the amount
of our business expanded -~ in the past several years, to be specific, the
number of our personnel has increased from around 40O to almost 650. I am
proud to say we have been able to accomplish this without diluting the
quality of our work.

Such delays as do occur are in most cases due to quite different
causes. For one thing, the proper planning of large development projects --
including the engineering, financial and marketing aspects.-- is a difficult
and time-consuming activity. It frequently takes much longer than impatient
governments expect. For another thing, delays are frequently caused by the
failure of govermments, or governmental agencies, to take legislative or
administrative actions which are necessary prerequisites to Bank investments.

A word now about the policy of the Bank in connection with the
geographical allocation of its resources. I have said before, and I want
to repeat now, that we have no quotas for any country, or any region.

We have always stood prepared, and still stand prepared today, to finance
any sound development project presented to us, which is properly planned
and engineered and which has priority within the investment program of the
member country concerned, provided only that servicing our loan is within
the creditworthiness capacity of the borrower and that the money cannot be
raised by it in the private market on reasonable terms. I think this is
the only sound policy for us to follow and we intend to continue to follow
it as long as our resources permit.

Finally, may I refer to what so many members of the Council and
particularly the distinguished delegate from Mexico have said about the
Bank's younger sister -~ the IFC. All of us, I know, share the hope --
indeed, for my part, the confidence -- that this new institution will soon
be able to accelerate its operations while still maintaining the high
standards of investment which it has set for itself. To borrow from the
graceful analogy of the distinguished delegate of France, I know we all
want this still young girl to blossom forth quickly -- as young girls have
a habit of doing -- so that when next we meet, IFC may be, not one who was
invited too early to the dance, but a genuine belle of the ball.

3 3 3 b O 30 3 3 3 S
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Mr. Chairman - This is, I believe, the 10th annual discussion by
the Council of the report of the Bank in which I have been privileged
to participate. As always, I have enjoyed and benefited by the debate;
and as always the debate will serve as a stimulus to both the Bank and
the IFC to exert ever greater efforts in the period which lies ahead.

Thank you.
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Mr, John G. Beevor April 16, 1959
Richard H, Demuth

ECOSOC discussion of IFC annual report

During the ECOSOC debate on the IBRD and IFC annual re-
porte in Mexico City last Friday, April 10, a2 number of delegations
statements about IFC. The general tenor of the remarks
confidence in the IFC and support for its managements,
speakers did express some disappointment that IFC had
invested larger sums, but they added that they recognized
takes some time for a new organisation to get into full
s and that the type of business in which IFC is engaged
developed quickly. Perhaps the most graceful statement
by the French delegate who sald that he thought that one
's difficulties was that people had expected too much of it
soon, "like a girl invited to the ball too young."
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At the end of the debate in the aftermoon, however, the
Mexicen delegation, which had spoken in the morning about the Bank,
asked to speak again and made a rather strong attack on IFC., Attached
is a copy, in Spanish, of the Mexican speech. Since Mr, Black had to
speak immediately thereafter, there was no time to prepare an answer
the Mexican delegate, and in any event it did not seem desirable
attempt such an answer, What Mr, Black did say about the IFC in
his reply was as follows:

§8

"Finally, may I refer to what so many members of the
Council and particularly the distinguished delegate from
Mexico have said about the Bank's younger sister -- the IFC.
All of us, T know, share the hope == indeed, for my part,
the confidence -~ that this new institution will soon be able

RHD:mo
cc: Dr, Lopez
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Mr. Chairman, Members of the Council:

To appear before the Economic and Social Council here in Mexico is a
special pleasure. When the Bank'!s Board of Governors held its Annual Meeting
here seven years ago, we all felt that it was highly appropriate to be holding
our discussions in a country where the process of economic development was
fully under way. Now, even more than then, the visitor has a chance to see at
first hand an economy in the process of vigorous growth. I hear that along
the west coast of liexico, more real wealth has been created in the past ten
years than in the previous three hundred. In this region, the desert has truly
been made to bloom: water has revived the land, and the fruit of the land has
revived the towns and cities.

The Bank, through its loans, has been able to participate in development
not only in the west, but in many other parts of Mexico as well. We have been
impressed by the serious sttention which Mexican leaders for the past 25 years
have been giving to development, by the steadfast confidence of the country in
a succession of able national administrations, and above all, by the energies
and adaptability of the Mexican people themselves, Mr, Chairman, your Council
could not have chosen a more interesting and appropriate place in which to

carry on its discussions,
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When I last met with the Council, I told you that our rate of lending had
rew’ 21 4 level markedly aigher than any that had gone before. I can tell you
today that we actually have exceeded the pace of which I spoke last year. In
the past 12 months, the Bank has made 3L loans -- about one every ten days ==
and has lent the equivalent of more than 750 million United States dollars,

About $150 million of that lending was for projects in the Latin American
republics, nearly all of it to enlarge projects or programs which we have been
helping to finance in years past. Power programs accounted for the largest
part: in Mexico, we lent ¢34 million to help the Federal Electricity Commission
expand its services; in Brazil we made a loan for the largest hydroelectric
project yet undertaken in Latin America.

In Euwrope we lent about $90 million., A feature of this lending was that
most of it was carried out in conjunction with issues of the borrowers! bonds
in the New York market, In Africa, we lent $110 million, including our first
loans =-- both for transportation -- in Nigeria and the Sudan. Our rate of
operations continued to be highest in Asia. There we made our first loan in
the Federation of Malaya and lent over $400 million in all, The bulk of this
amount was committed for projects in India and Japan; and in conjunction with
one loan from the Bank, Japan sold its first public offering of bonds in New
York since before the war,.

RN

As Chairman of the International Finance Corporation, I want to tell you
that the Corporation's operations are also gathering momentum. You have before
yvou IFG!s Second Annual Report and the Supplement which describes its activities
up to the beginning of last month. The Supplement shows that since the Annual

Report the Corporation has made four investments: in an industrial rubber plant
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in Australia; in a cement plant in Brazil; in flour milling in Guatemala; and in
an industrial steel forging plsnt in India.

IFC has now made 1l investment commitments totaling 413.3 million in seven
countries. We estimate that every dollar invested by IFC has been accompanied
by three dollars and a quarter of industrial and private capital, totaling about
$45 million. This illustrates the role of the Corporation in using its capital
to supplement and attract other and larger amounts of capital, both domestic
and foreign.

During the past year, members of IFC's management and staff have visited
38 countries, either to examine and discuss specific projects or to make con-
tact with private businessmen and explain IFC's policies and operations. The
Corporation considers this direct and personal contact an effective means of
telling its story and stimulating the flow of proposals to it.

The Corporation continues to receive a substantial number of eligible
investment proposals. It now has under consideration a considerably larger
number that appear promising than it did a year ago. It is reasonable to
believe that the Corporation will show a rising number of investments in each
successive year, as happened in the case of the Bank.

S R

The Bank'!s technical assistance activities, in the nature of things, attract
less attention than some of the other work of the Bank; but they continue un=
diminished in variety and importance. This week, for instance, a mission engaged
in drawing up recommendations for a development program in Libya completes its
field work and begins to return to Washington. The Bank has just sent to the
Government of Thailand a report and recommendations on measures for economic

development. The report results from a collaboration of more than a year
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between a Bank mission and Thai economists; and in many cases, the report
records recommendations that already have been put into effect. Similar survey
missions are now being organized to go to Tanganyika and Venezuela, The Bank
has continued to station representatives in the field whenever it appeared they
could make a special contribution to development; and as you will remember, Bank
representatives have been playing a special role in the study of development
planning in Ecuador and Peru.

The Bank has been helping to carry out work of unique importance in the
peaceful use of atomic energy. As you know, we and the Italian authorities
two years ago organized a comprehensive study of the economic feasibility of
an atomic power plant in Southern Italy. The study came to a final phase a few
months ago when an international panel of experts, organized by the Bank, sub=-
mitted to the authorities an analysis of the tenders received for the construction
of the plant. This analysis examined the various alternatives which today's
technology offers for the development of electric power from atomic fuels. The
Bank intends in the near future to publish an extended summary of the panel's
report, for its interest to professionals in the atomic energy field.

The Bank continues to encourage the growth and establisihment of industrial
development banks in many parts of the world. Right now we are assisting in
the proposed establishment or reorganization of banks of this type in such widely
scattered places as Bangkok, Lima, Teheran and Taipei. We helped launch a new
industrial finance corporation in Karachi last spring which includes stockholders
from Japan, the United Kingdom and the United States as well as Pakistan. And
we are continuing to provide assistance of various types to other development
banks which we have sponsored and helped to finance, in Ethiopia, India and

Turkey. Because of the growing importance of this field of activity == which
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is still new and about which we still have much to learn -- we undertook
last May to gather together in Washington the executive officers of industrial
development banks in 11 different countries to discuss operating problems and
policies of cammon interest.

When we met last year, I mentioned that the Bank stood ready to give all the
help it could to the United Nations Special Fund, the new United Nations venture
which was then in the final phase of planning. I can now report that the Bank
has been actively collaborating with the management of the Fund, has detailed
members of its own staff to assist the Fund in its organizing period, and is
suggesting developmental surveys that the Fund may wish to consider fer inclusion
in its program of work., The Bank will continue to assist in any way possible.

As you know, the Bank has been acting as mediator in a number of disputes
between member governments. The signing of a compensation agreement between
the United Arab Republic and the reorganized Suez Canal Company last July was
followed, in February, by a financial settlement between the Govermments of the
United Kingdom and the U.A.R. I am glad that the Bank was able to be of service
in both these matters.

Of longer standing is the Bank's effort to bring the Governments of India
and Pakistan together over the use of the waters in the Indus River system.
Discussions between the Bank and the two governments are still continuing.

TR I

lMembers of the Council are aware that most of the money the Bank lends
is raised in the world's capital markets. Our rising rate of lending and our
growing rate of disbursements on loans have required us to expand our borrowings.
The past 12 months, in fact, have been one of the most active marketing periods in

our history. We have sold just over $630 million of bonds and notes -- three
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fifths of it outside the United States. One fifth of it was sold for currencies
other than United States dollars; and this amount included the sale in Germany
just a few days ago of the largest issue of World Bank bonds ever to be offered
to the public outside the Uni.ted States.

The ouestion of the Bank's capital, as you know, has been under study by
our Board of Governors. A few weeks ago, the Board voted unanimously to approve
a general doubling of the Bank'!s authorized capital, with certain further addition
as well, It remains for the individual member governments to take specific steps
to increase their subscriptions; and this action, I am glad to say, has been
nearly completed by a number of member countries, including the United States
and the United Kingdom. These steps do not, in most cases, call for additional
cash payments to the Bank, but they will greatly enlarge the backing for the
Bank's borrowings.

A number of other proposzls have been made that would provide additional
capital for development -- among them, proposals for regional institutions here
in Latin America and in the liddle East., All in all, the prospects are good that
the amount of public capital available for international assistance to develop-
ment will continue to increase.

T

This circumstance should be a powerful incentive for the developing countries
to mobilize their own capital to the fullest possible extent. If there is a
strong base in domestic savings, capital from ontside may provide the necessary
margin of success in the deveiopment effort; without it, no amount of inter-
national capital is likely to bring lasting success.

The Bank sees this in many aspects of the development process, but nowhere

more so than in the field of public utilities. The Bank itself has lent more



-7 =
than $3,000 million for power projects, road and rail programs and other public
services. This is better than three-quarters of all our development lending.

In Latin America, nearly nine-tenths of our investments have been in power and
transportation projects. And in all these cases, the Bank's loans provide only
part of the prodigious costs involved. Our borrowers have had to invest con-
siderably larger sums out of their own sources of capital,

A steadily expanding supply of essential public utility services is a
requisite of economic growth in all underdeveloped countries today. Over the
next decade, many thousands of millions of dollars in capital for these services
must be found. There is simply no practical way to raise this money unless a
substantial part of it is generated by the utilities themselves through adequate
charges to the users of their services.

The Bank has been laboring this point for a very long time. We have held
that it is dangerous for a developing country to be sentimental or politically
expedient about things like railroads and power plants; that policies based on
these attitudes only create an intolerable drain on the savings which are the
lifeblood of every country's future prosperity. We have said that adequate
utili ty rates are especially important in a country where there is no organized
capital market, By "adequate" rates we have meant rates which enable utilities
.not only to cover the real cost of their services but also to retain out of
earnings substantial sums each year to help finance the expansions which in-
evitably will be needed to sustain future growth. And we have made no distinction
in advocating adequate rates between privately-owned and publicly-owned utilities.

Vle have at times been accused of being unduly rigid, if not even dogmatic
in our insistence on these things., But in retrospect I am glad we have been

firm., To be equipped financially for the long pull shead, free governments have
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no real alternative to allowing their utility managers to set adequate rates --
and then to adjust them promptly and proportionately whenever the cost of providing
the services increases. There is simply no other way of attracting development
capital -- domestic and foreign, private and public -- to these expensive but
indispensable development enterprises.

I feel the Bank's insistence on sound utility finance is being vindicated
today by events in many member countries. All cover Latin America and in many
other parts of the underdeveloped world, officials charged with the job of
finding capital for development are themselves struggling to get a recognition
of the simple principle that utilities should pay their way. President Frondizi
of Argentina, in explaining his courageous stabilization program recently put the
matter bluntly: "The deficits of the State enterprises can be traced to three
essential causes: bad organization, excess of administrative personnel, and
(utility) tariffs that are below the cost of operating the serviceS.ee. Nﬁ
effort will be spared to achieve a reduction in the costs of these services
and an improvement in their economic yieldase.."

Similarly, in Brazil, President Kubitschek recently said, "The impossibility
of seeking in the investing public, or in the re-investment of profits of the
utility itself, resources for the expansion of (utility services) transfers to
the public budget or to govermment banks the whole of the responsibility for
financing indispensable expansions, a burden vhich they will never be able to
bear without directly or indirectly resorting to vast issuances of money. The
resulting inflation, contaminating the whole economic body of the country, will
then be the price to be paid for discouraging the best way of financing public

services, i.e., through the users themselves."
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Similar statements are being made in Chile and here in lMexico,

In India, today, the govermment is adopting new regulatory policies for
its power utilities and the reason why is very instructive. One of the sources
of domestic revenue counted on to finance India's Second Five-Year Plan has been
yielding more by a good deal than had been expecteds That source is the Indian
railroads. The Indian railroads over the duration of the plan will have con-

tributed, even after allowing for depreciation, the eguivalent of half a billion

dollars out of operating surpluses, This is no windfall; it is the result of
good financial management. Because the Indian railroads do not represent a
charge on the government's ordinary budget, because they provide so significantly
for their own expansion and modernization from their own revenues, the government
will have more resources available for things like schools and public health ser-
vices, Quite naturally India's development authorities now want to get a similar
result from their power utilities.

India's experience shows dramatically how, by relieving the general tax-
payer from the burden of utility subsidies, more resources are available for
the more human development needs. At bottom every underdeveloped country faces
the same choice: Do you want subsidized power or do you want more schools?
Do you want a free ride on the railroad or a city sewer system? These choices .
may be disguised in a rich country, though they exist there too, but in a poor
country they stand out starkly against the scarce supply of savings available
for development.

What in many minds has confused this harsh but inescapable choice, of
course, is the notion that somehow subsidized utilities == particularly
artificially cheap power -- are necessary to attract industry and commerce.

Why this notion has gained so much currency I do not understand. It is true
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that large amounts of power are needed at low cost to make aluminum manufacturing
pay. But for almost all other industries now being contemplated in the under-
developed world it is how much is available, rather than how much is charged,
which attracts industry.

A study prepared a few years ago showed that over a representative range
of industries here in Mexico the cost of electric power averaged only 1.7% of
total costs of production. The percentages ranged from a high of 3.8% in the
paper industry to a low of 1% in textiles, In foundries and metal manufacturing
operations it was 2%; in food processing, 1.6%; in wood-working industries,

2.4% and so on. If you compare power costs to the total value of production,
the average percentage drops to 1.2%. This study did not cover all the in-
dustries in Mexico: in the cement industry power costs are a more important
share of the total. But still, these figures make it most difficult to argue
that it is marginal differences in the price of power which encourage or dis-
courage an industry from establishing in a given location.

On the other hand, the price of power can make all the difference in the
world when it comes to providing an adequate power supply. A case in point is
the huge Kariba Gorge project in Central Africa. This project is being built
in two stages. The first involves damming the Zambesi River and installing half
a million kilowatts of capacity; it will cost about %225 million. The secord
will bring capacity up to 1.2 million kilowatts at a further cost of about
+100 million.

Vhen the project was first presented to us, the Rhodesian authorities said
they intended to sell the power cheap. The rates they suggested, in fact, would
have resulted in an actual lcss. This faced the Bank with a big problem. Far

from approving rates which would return a loss in the first stage, we wanted
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rates which would return a substantial part of the money needed for the second
stage, since we felt that without both stages the project could not justify the
enormous investment involved,

After careful studies, the Bank recommended rate increases to yield about
35% more revenue from the first stage. Because this looked like a large increase
the Bank undertook at its own expense a detailed survey of the power markets in
the area to see how power users, present and potential, would be affected by
such an increase. In no case, even among those industries which were very large
power users or promised to be so in the future, was the increased cost more than
a very small fraction of total costs. And everywhere we found willingness, if
not eagerness, to pay a little more if that would mean a reliable and adequate
power supply.

Today the first stage at Kariba is nearing completion. Instead of promising
to be a monumental drain on the resources of the Rhodesian Federation, it
promises to pay its way and to provide practically all the money needed to build
the second stage. And the price of this promise can literally be figured as a
fraction of a penny per kilowatt hour on the electricity bills of Kariba's many
and diverse customers.

The case for making other utilities, like railroads, contribute capital
from their own earnings for their own expansion is, I grant you, not so simply
put. But, as the Indian railways show, there are great benefits to be had if
these services can be financed outside the regular budget. As far as railroads
are concerned, it can be said at the very least that direct subsidies for
operating expenses from govermment revenues almost always represent an expensive
luxury for a developing country. Any unnecessary or excessive expenditures

on the provision of essential railway service, even if they can be financed
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without inflation, can only mean less resources available for real development
needs and for job=producing investment.

The strain on a developing country of the doctrine of artificially cheap
power rates is bad enough. Vhen the costs of other utilities are kept artificially
high through what President Frondizi has called "bad organization" or "an excess
of administrative personnel," the strain may well become intolerable. Make no
mistake about it; the strain falls not upon any small group of people who might
be zble to bear it; it falls upon those least able to bear it -- those whose
standards of living are most susceptible to inflation, those who pay the general
excise taxes which most governments in developing countries rely cn for the bulk
of their domestic revenues. When thece strains are justified as a means of
accommodating commerce and industry, it simply amounts to soaking the poor to
subsidize the rich.

If I have stated the case for sound utility finance in emphatic terms, it
is only because I feel it hard to exaggerate how important this issue is to
continued economic growth. I do not mean to minimize the great difficulties
member governments face in trying to move from where they are now to such a
position. e are not, after all, starting from scratch; everywhere there are
more or less heavy legacies from the past to overcome which make it impossible
to correct bad financial practices overnight. The problem is to get from where
we are today to a position better suited finaneially for the long pull ahead,

Still the enormous sums, from domestic savings and from foreign investors,
which are needed to keep utility services abreast the rapidly rising demand,
make it imperative to discard old-fashioned, emotional attitudes towards utility
finance and substitute common sense economy. This, in turn, means adequate

rates; it means the prompt adjustment of rates at times of rising costs; it
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means realistic valuation of assets and normal depreciation allowances. If
these sound like strange slogans with which to rally people in search of a
better material life, they nonetheless go to the heart of the matter. I
congratulate those leaders in member countries who are speaking out so courageousl)
for the right to make utilities pay their own way. They are pointing out one
unavoidable requirement for escaping the mass poverty which is our common enemye

R B

By singling out utility rates and their special relation to economic growth,
I do not mean to leave the impression that all economic development can be re-
duced to this. Utilities are just as often the victims of inflation as they
are the cause of it. And the gathering momentum of development in many member
countries makes urgent a whole range of measures for financial stability if the
resources which are available =- domestic and foreign -- are to lead to the
higher living standards we all are working for.

Tn the Bank we stress these special matters because we want to see this
race run to the finishe With so many countries now in full stride, it is
tremendously important that we don't put umnecessary hurdles in our way, that
the track be kept clear so economic growth can continue to gather speed. We
in the Bank do not feel we are on the sidelines in this race; we feel we are
running with each one of you. We are not disinterested observers, but partisans

who want to win just as much as you doe.
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/ 27 March 1959

In pursuance of resolution 662 (A) of the Economic and Social

>

Dear Mr. Demuth, . T

Council, the Statistical Office is now preparing a second annual

survey of international economic assistance to the less developed

countries. This survey will follow closely the line of its prede-
...... cessor, a copy of which is enclosed for reference purposes.

I should be grateful if you could again assist us in this work
by furnishing some additional information on the Bank's activity.
not currently available in the published reports. The material re-
quired is indicated in Tables I and II of the attachment to this
letter. ‘

I would also be of help to us if you could at the same time re-
view the accuracy of the statistics already recorded in the attached
tables and in Tables 10 and 11 of the first annual survey. Any com-
ments you mey care to make on the presentation there will be most
welcome.

Yours sincerely,
L,.;ah.:" !RuZirruhAJL/
William R. Leonard
Director
Statistical Office

Mr. Richard H. Demuth, Director

Technical. Assistande and-Liaison Staff

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

Washington 25, D.C.
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TABLE I: WORLD BANK LOANS TO THE LESS DEVELOPED COUNTRIES 1 JULY 1957 - 30 JUNE 1958
Country and region Cou-ﬂtn:n:s Ozgginal Difgizizizzts Di Eotal & Rz:i;::E:i Total
of Bank Principal of Bank SDUTSRNENSY | 4o Bink Repayments|
AFRICA (Milliops of Dollars)
Algeria = - e - - 0.3
Belgian Congo 33.5 40.0 9.4 9.4 - 2.0
British East Africa -—- --- = -——- e 0.5
Ethiopia -—— -—— 0.2 1.2 0.4 0.4
French West Africa - —— - -——- 0.6 0.6
Nigeria 27.6 28.0 —_— —_— S ——
Rhodesia/Nyasaland 19.0 19.0 18,8 19.8 - 2.0
Ruanda-Urundi -——— -——— —— - = R
Total for Africa 80.1 87.0 28,4 30.4 2.0 5.8
"*®WRICA, NORTH
costa Rica -—— -— 1:8 1.8 H= i
1l Salvador - - 2.6 2.6 0.1 0.4+
Guatemsala -—- - 6.0 6.0 g o
Haiti -——— -—— -—- Q.1 - o
Honduras 5.2 5.5 0.5 0.5 -—-- 0.5
Mexico 42.7 45.0 11.6 12:7 0.1 247
Nicaragua —— -——— 5.5 5.9 1.2 0 1
Panama --- -— 1.8 1.8 0.2 Ou2
Total for North America L7.9 50.5 29.8 31.4 1.6 5.2
AMERICA, SOUTH
Brazil 13.4 13.4 2.1 2 k.9 6.6
Chile 21.6 21.8 7.4 8.0 0.7 1.0
Colombia -——- - 10.7 10.7 5.1 6.1
Ecuador 19.8 20.1 2.9 3.1 0.1 C.1le
raguay - - 0.4 0.4 0.2 0.2
reru 14.6 15.0 6.4 7.4 0.4 1.6
‘ruguay — - 6.1 6.1 1.5 1.8
fotal for South America 69.4 T70.3% 36.0 37.8 12.9 17.4
ASIA
Burma - - 3.9 3.9 == -
Ceylon -—- - h.3 L.3 - -
India 148.8 165.5 150.3 153.9 0.9 3.4
Iran -—- -—- 49.0 k9.0 - -
Lebanon -— i R 1.4 s i
Pakistan 48.2 Lkg.2 6.8 6.8 2.4 3.9
Philippines 20.0 21.0 2.4 3.4 . i
Thailand 66.0 66.0 6.7 6.7 1.5 1.5
Total for Asia 283.0 017 224.8 229.4 4.8 8,8
o
All under-developed
countries L80,4 509.5 319.,0 329.0 20.3 37.2

NOTES :

loans sold or agreed to be sold. together with any cancellations or refundings.

"Effective Disbursements of Bank" have been calculated from the statistics of the "disbursed
portion" of "effective loans held by Bank" recorded in Appendix F of the 12th Annual Report and
Repayments of Principal made to the Bank during the year have been
added to the differences between the figures of the two reports.

Appendix E of the 13th Report.

"Commitments of Bank" have been obtained by deducting fiom the "Original Principal” the value of




TABLE II:

CONTRIBUTIONS OF MEMBER GOVERNMENTS TO AVAILABLE FUNDS OF

WORLD BANK, 1 JULY 195K - 30 JUNE 1958

Country or region

Increases in 2 per cent

Releases of 18 per cent

portion of subscription portion of subscriptions

(Millions of dollars) (I il 2 A dallar

AFRICA

i)broccoé/ .7 - e
Tmin#{ 0.2 [Prease specify-by

/é/zbnﬁu'} 3" coamwﬂ
America, North —— B
America, South —— —
0.1°)
i 0.5 - —
0.2 =
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TABLE 11 s CONTRIBUT

FUNDS O

ye F
Atly

OF MEMBER
“ia .__{ 1

Increases in 2 per cent

GOVERNMENTS

" Iy’

™

AVAILABLE

i.__! i

# L

Relenses

18

portion of subseription ) portion of subseription

0.7
0.2
Ce2
0.3

0.1

045
0.2

0.6

0.8
1.8

2.7
242

0.8
8.5
Ouk
16.2
0.2
1.0

0.2 -

646
8.1
23.8
0.8

Treasurer's

3.9

76.3

2.6

)
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FILE ND.:

UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS * UNATIONS NEWYORK * ADRESSE TELEGRAPHIGQUE

S0 121/2(3) 5 March 1959

s

Dear Mr. Young, /

Thank you very much for your letter of 3 March enclosing a
draft copy of the Bank Mission Report on Thailand,

As desired by you, we shall not make any public use of the
report, or any part of it, until its final revision is completed
and it becomes available for general distribution., Meanwhile, I
am most grateful to you for providing us with the preliminary wersion,
which we shall undoubtedly find very useful in connexion with our
studies of development planning.

We are pleased to have the Bank's approval to use the final
version of the report as part of the documentation for the Fifth
Session of the ECAFE Working Party on Economic Development and
Planning. I hope very much that the final form will become available
in good time for the Working Party, which is due to meet in September
1959.

Yours sincerely,

Gustavo Duran
Spec Adviser in charge of the
Survey, Research and Development Branch
Bureau of Social Affairs

| Mr, George R, Young |
Assistant Director of Information

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington 25, D.C.
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March 3, 1959

M Hr. D'm‘.ns = M-C'W-—(;\ 1{_& Q.L

WhnMuttchanklﬁuimhpoﬁlimﬂ,
as requested in your recent letters. We did not send you this
before because the draft is stild undergoing extensive revision
Mu:dwamomrnitthcmwthcmnﬂwmmt
which are said to be in the mail to us.

As a result, the final version of the Report will differ
radieally from the enclosed. While you may be able to get
some useful ideas from this draft, no public use should be
made of it in case the passages concerned disappear from the
final version or are consideradbly changed,

The Bank would be willing for the final version of the
Report to be part of the documentatiocn for the for
Hm&.uianofunwoﬂdngPartyoanmicantm
Plamning. We do not expect, however, to have a final version
ommwaphfmfwntmuamthmdpumm
monthe, We should not be willing for the enclosed draft to be
used for the purpose, '

Sincerely yowrs,
George R, Young
Assistant Director of Information
Enclosure
4
Mr, Gustavo Duran of
Special Adviser in charge of the ‘?-\T
Survey, Research and Development Rranch %L
Dureau of Social Affairs
Und ted Nations
New York
New York

GRYsap
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o
J Mr, Harold N, Graves, Jr, | Rx&ﬁ&
or of Public Inform=tion

UNITED NATIONS NATIONS UNIES

=

NEW YORK

CABLE ADDRESS * UNATIONS NEWYORK * ADRESSE TELEGRAPHIQUE

) AFE 26 February 1959
)

Dear Mr. Graves, \///;

I wrote to you on 10 February asking you if it would be possible
for the World Bank to send us a copy of the report of the Bank's Mission
to Thailand., I am now writing again to remind you of this request as the
report is urgently needed in connexion with our studies.of balanced
economic and social development,

While I realize that the report may not yet be available for general
distribution, I had hoped that it would be possible for you to send us an
advance copy or a draft. As you probably know, the Bank Mission to
Thailand had worked closely with our Division of Social Affairs in ECAFE,
and a particulsr contribution was made to the report especially from the
standpoint of balanced development. Perhaps you could send us at least
that part of the report. It may have been included in the final version
or may be available as a separate study.

As I told you in my letter of 10 February, a proposal has been made
to include the report of the International Bank Mission to Thailand as
part of the documentation for the forthcoming Fifth Session of the ECAFE
Working Party on Economic Development and FPlanning, Please let me know
if the Bank would have any objection to this.

Youps sincerely,

Gustavo Duran
SpeciaY Adviser in charge of the
survey, Research and Development Branch
Bureau of Social Affairs

.rj.‘
\_ ~¢

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington 25, D.C,
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FILE NO.:

LB

UNITED NATIONS @g@% NATIONS UNIES

NEW YORK rFO 24 Rf.-“'ﬂ

CABLE ADDRESS * UNATIONS NEWYORK * ADRESSE TELEGRAPHIGUE

20 February 1959

Dear Mr. Black,

I refer to resolution 1323 (XIII) adopted by the General
Assembly at its last session. Under the terms of that resolution,
the Secretary-General is requested to prepare "an analytical summary
of various means to accelerate economic growth in the less developed
countries through international action", for presentation to the
Economic and Social Council at its twenty-eighth session in the
summer of 1959. The resolution indicates that this summary should
be based on "the records of the work of United Nations economic
bodies during recent years and other appropriate materials...".

The Secretary-General proposes to deal in the summary with
important general issues and proposals, which have been discussed
in United Nations organs, relating to the promotion through inter-
national action of the economic growth of under-developed countries.
He would like, however, also to include important issues and proposals
discussed not in United Nations organs but in organs of the IBRD and
other specialized agencies. Any suggestions you feel able to make in
this connection would be welcomed; the Secretary-General would, further,
be grateful if such suggestions, together, if possible, with actual
drafts, could reach him by the end of March. A copy of an internal
Secretariat note, which describes in greater detail the basis for
selection of material for inclusion in the summary is enclosed.

Yours sincerely,

P@to.,/v(?i&,c

rtin Hill R

Mr, Eugene R. Black N A
President, ) 1) /s
International Bank for Heconstruction

and Development R
1818 H Street, N.W, ' ;
Washington 25, D.C. f il v/;j _
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1.

"Various means of accelerating economic growth in less developed
countries through intermstional action”, a report to be submitted by the
Seeretary-General to the twenty-eighth session of the Beonomie and Soeial
Couneil and to be based on the records of the work of United Nations &conomic
bodies during recent years and ether appropriate materials, including infor-
uMhhMMN%umﬂhnmumAm
resolution 1316 (XIII).

2. QOrigin

This report will be prepared in response to Genersl Assembly resclution
1323 (XIII). The discussion of this resolution took place at the 571st and
572nd mestings of the Second Committes of the thirteenth session of the
General Assembly,

3. Materials to be included

(a) Important general issues and proposals which have been diseussed
in the prineipal organs of the United Nations relating to promotion of
economic growth of under-developed ecountries through international action
should be ineluded in the report. This would cover proposals still pending,
©efs, the question of a capital development fund, not acted upon, or rejected,
Alnnnlthpnpmmmhdhmmnﬂ ht;uofmw
or of the nature that could require further international agtion,

(b) Proposals similar to those above, but made by subsidiary United
hﬁm“cmMnlWMRﬂoﬂl“ﬂmmw



comaittees should also be included in the report if they could be extended
bayond a specific field of action or a region. For example, some decisions
adopted in the past by the regiomal commissions relating to trade promotion
may be of sufficiently major nature and also of more than regiomal character
to be considered at the Counell and Assembly level and should therefore be
included,

(¢) Proposals and recommendations of groups of experts, acting in
their individual eapacity, should be examined and included, if relevant.

(d) 4 similar ajproach as in (a), (b) and () should be applied to
the work of the international organizations in the economie field, namely,
110, FAO, IBRD, IMF and CATT.

(e) "Other appropriate materials” referrved to in paragraph 1 should
be elearly related to the United Nations bodies, e.s., the agreement cone
cerning econemic development of Central American countries is related to
the BCLA aclivities and may contain clauses which should be ineluded in the

report.,

A Naberials not to be included

A selective approach should be used to the materials deseribed under
paragraph 3. It is not intended to include in the repert every single means
of aceelerating economie growth in under-developed countries, but to limit
the report to major and sufficiently broad categories since the report is
to serve as a basis for discussion in the Eeconomiec and Secial Counell amd
the General Assembly of what further action should be taken.

5. [Peried to be covered

Hainly the last two years, but this pericd should be treated in a flexible
way and be extended if it is felt that there were important propesals -
which should be deseribed in the report even though they were made several

years ago.



6.  Organization of the material

(a) hﬂintcﬂnlomnhmpd under major categories such
a8 international public funde for development, intern:tional trade,
international flow of private capital, agrieulture, land reform, indus-
trialization, natural resources, ete.

(b) Gach speeific item should be described briefly in a swmary fomm;
it must have full and complete references to its origin and, Af desired,
be accompanied by pertinent information, e.g., specific studies relevant
to a partioular proposal already made or to action being taken by the
secretariat of an intermational organization.

o) -
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FILE ND.:

UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS * UNATIONS NEWYDRK * ADRESSE TELEGRAPHIQUE

S0 121/2(3) 10 February 1959

Dear Mr. Graves,

You may recall that early last summer I wrote to you regarding
the report of the International Bank Survey Mission to Thailand,
which by now must be ready and available for general distribution.
As I told you then, the report of this Mission is of great interest
to us from the point of view of our studies of balanced economic
and social development.

A proposal has now been made to use this report as part of
the documentation for the forthcoming meeting of the ECAFE Working
Party on Economic Development and Planning., I shall appreciate it,
therefore, if you would kindly have a copy of the report sent to
me as early as possible. I need hardly add that, if the final
version of the report is not yet ready, I should like to see it in
whatever form it may be available.

Yours sincerely,

Gustavo Duran :

Special Advsier in charge of the
Survey, Research and Development Branch
Bureau of Social Affairs

{Mr. Harold N, Graves, Jr.
ctor of Public T ation
International Bank for Reconstruection
and Development
1818 H Street NW
Washington 25, D.C.
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Your ref.: BEC 331/3 (2)
Januarr 20, 1959

My, W, R, Laonard

Department of Zconomic and
Seclal Affairs

nited Nahkions

New York 17, New York

Dear Mr. lLeonard:

T am writing in response to your letter of Jamuary 1k,
conceming the forthcoming meeting of the Advisory Cormittiee
on Industrialization.

As I indicated to you on the phome, I have made
arrangemaents for Mr. Femneth A. Bohr, of the Bank's Econmmiec
Staff, to participate in the deliberations of this Committee.

- I eppreciate your sending to me the documentetion prepared
for the Committes, asince this will be nsefMl background
‘materisl for Mr., Bohr,

With ikind regards,

Technica) Assl ce and Tiaison Staff

RHD:tf

ce: Mr., Bohr
Cleaved with Mr. Rist



Your ref.: BC 342(2)
Jamary 1k, 1959

Mo Martin HilL

Deputy Under-Secretary for
Heonomic and Social Affsirs

United Nations

New York 17, New York

Dear Mr. Hill: <

I am writing in responss to your letter of December 31
to Mr. Black, enclosing a copy of resolution 649 B (XXIIl) of
the HBeonomic and Seeial Council, relating to land reform.

As you imow, the Intermational Bank does not operate
directly in the fisld of lmd reform. While some of our
opsraticons undoubtedly have some effect on land reform prob-
lems, none of them ocan properly be classified as coming
withdn the type of activities listed in paragraph 2 of the
resclution. Accordingly, I do not think there need be any
mention of the International Bank in the report to be pre-
pared by the Secretary-Ceneral.

Technical ua_;nim and Lisison Staff

e
RHDstf

C\



Jndusn':(

—t (‘:_-;,u—w et

~h

UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS * UNATIONS NEWYDORK * ADRESSE TELEGRAFHIQUE

nenes BC 331/3 (2)

1, Jenuary 1959

Dear Mr, Demuth,

With reference to our comversation concerning the participa-
tion of the Bank in the meetings of the Advisory Commnittee on
Industrialization, I wish to give you a few further indications
concerning the Committee,

o nnd In resolution 674 A (XXV), attached, the Economic and Social
Council recommended that the Secretary-General appoint, in
consultation with governments, an advisory committee of experts,
consisting of not more than ten persons, for the purpose of
reviewing the progremme of work in the field of industrialization
and making recommendations to the Secretary-General on the
further development of this programme and its implementation.

Work under this programme, which was epproved by the Economic
and Social Council in resolutions 597 A (XXI) and 618 (XXII), began
in 1956, A certain number of studies concerning various aspects
of the problem of imdustrialization in under-development countries
have been carried out under the programme. Other studies are
currently under way and relate to technicues of industrial planning,
including problems of implementation, size of industrial plant in
under-developed countries in relation to markets, financing of
small-scale imdustry, and other problems concerning industrializa-
tion, including social and demographic aspects., Substantive
servicing of the United Nations technical assistance activities in
the field of industry is also carried out by the Secretariat under
the same programme, '

The Committee will meet at United Nations Headguarters in
New York on 4 February 1959 for a period of one week to ten days.

Mr, Lichard H. Demuth
Director, Technical Assistance
and Liaison Staff N
International Bank for Reconstruction { S
and Development B
1818 H Street, N, \ X
Washington 25, D.C.



The provisional agenda of the meeting includes the following
items:

l. Review of the current and planned work under the existing
programme,

2+ Further development of the programme, including work in
connexion with industrial projects under the United Nations
Expanded Technical Assistance Programme ani the Special Fund.

3. Implementation of the programme,

cesne I am enclosing the provisional list of participants to the

‘essss meeting, a title list of documents relating to the subject, and a

ceces memorandum prepared by the Secretariat for the members of the
Committee,

de shall be happy if the Bank could find it possible to make
arrangements for a member of its staff to attend the meetings of
the Committee in association with us, as it appears to us that the
matters under discussion might be of interest to the Bank.

Yours sincerely,

b.ff. OLLMMJ—

W.R. Leonard
Officer in Charge
Department of Zconomic and Social Affairs



