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Friday 
16th Fe-bruary 

3.25p.m .. 

Saturday 
· TTth ·pe·hrtia·ry 

Sunday 
1·s-th ·Fe'br·uary 

12 noon 

Monday 
· T9·t ·h' P.eh-rtia·-ry· 

12 noon 

1. OOp. m. , 
for 
l.lSp.m .. 

4. OOp. m .. 

4. 4 Sp. m. ~ 

Tuesday . 
· ·2oth ·Fehrtia·ry 

9.2Sa.m .. 

. MR. ROBERT .S. • McNAMARA · .LONDON 

Arrives London Airport - SV.781 
Car 
Claridges Hotel 
Brook Street 
London W.l. 

The Prime Minister 
Chequers 

629:8860 

Talks followed by lunch ( t.J~t.....:,.L.:{;;> ;,::;; 
(Car ordered for lO·.Ooa.m., at 
Claridges) ~ ):>~ 

Mr._ D.J. Mitchell 
Cocktails - Claridges 

930:1234 
Ext:81 

Lunch - Sir Leslie O'Brien-~ §0 :4444 

The Bank of England J-rt..t X C)~,r.Z 
Threadneedle Street _ ~ -~ ·i..J_ ·· ~ 
London. E.C.2. ~~~( 

Mr. Richard Wood 834:2377 
The Minister 
Overseas Development Administration 
Eland House, Stag Place, 
London. S . w-. 1 . 

(This appointment may take place at 
The House of Commons) 

The Rt. Hon. Mr. Anthony Barber 
The Treasury 
Gt. George Street 
London. S.W.l. 

Depart London Airport for Cologne 

(Car ordered to be at Claridges at 
7.4Sa.m.) 

930:1234 
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B R I EF I NG PAPER 

UNITED KJNGDOM 

CONFIDENTIAL 

February 8, 1973 

DECLASSIFIED 
APR 0 8 2013 : 

WBG ARCHIVES 

1. United Kingdo~•s GNP 

In 1970, the United Kingdomts GNP amounted to $121 bill ion, and 
• 

represented about 6% of the GNP of Part I countries. By 1975. th~ United 

Kingdom's ~NP in money terms will be about $192 billi~n, and remain at about 

6% of the combined GNP of Part· ! . countries in that year. The 1970 GNP per 

.capita level of the United Kingdom was higher only than that of five IDA 

Part members -- Iceland, Italy, Japan, · Luxembourg, and South Africa. 

2~ Ai~ Performance 

In 1971, ODA flows from the UK amounted to $561 mill ion or .41% of 

GNP as compared with the average f6r all DAC countries o~ .35% of GNP (Table 1). 

By the ODA criterion, the UK ranked behind the Netherlands, France, Australia, 

Belgium and Sweden, and ahead of Canada, Germany, Norway; the us, and Japan. 

At the 25th Session of the UN Gene~al Assembly, Mr. Heath reaffirmed 

the UK' s acceptance. of the 1% of GNP target, and indicated that the UK would do 

-its best to reach this target by 1975 through significant inc reases in 2rivate 

flows. Total flows from the UK have exceeded 1% of GNP in each of the 

three years, 1969-71. At the recent UNCTAD session, Mr • . Michael Noble, Minister 

of Trade and Leader of the UK delegation, indicated that the UK plans to increase 

its ODA contribution~ in real terms, by an avera~e 6f 7.6% pe~ . an~um from 1971 · 

to 1976; that means that it would reach .49% of GNP in the latter year. 

3. International Reserves Position 

Total international reserves held by the UK increased from a low· of 

$2.4 bi 11 ion in 1968 to a high of .$9.3 bi 11 ion in March 1972' (a fourfold increase) 
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. and had dec1i.ned to $5.6 billion by the .end of 1972 but were still about 

two·a~~-a-half times their 1968 level. According to the latest studies and 

forecasts, however, a further worsening of the balance of payments posi~ion of 

the .United Kingdom is expected. 

4. 'Attitude to IDA . 

. The United Kingdom subscribed 17.46% of initial Part subscriptions, 

. and has contributed approximately 13% of Part I contributions to each Replenish

ment. 

At the Paris m~eting of IDA Deputies, the United Kingdom asked for 

' ,a reduction in its share of the Replenishment, on the grounds that i·t was 

significantly h!gher than the UK share (6%) in total GNP of Part I countri e • 

. In private conversations, the United .Kingdom ·has suggested that a 10% sha re 

would be appropriate. 

The United Kingdom should be urged to .indicate its support for a 

large Replenishment (say, $1500 mill ion); to exert its efforts to keep to a 

minimum the reduction in its share requested by the United States. 

· In eva1ua~ing the United Kingdem•s request for a reduction in its 

share, four major factors must be taken into consideration __ :the United 

KingdOm's share in. the combined GNP of Part I countries; the impact of Bank 

Group op~rations on· the UK 1 s balance ~f payments; the .share of other Part 

countries, particularly Germany, in the Replenishment; and the allocation of 

IDA · resources to the Indian sub-continent. Other factors such as competing 

claims on UK ODA (from for · ex·ample the replenishment of FED), may also be 

brought up in this connection. 

(a) ·UK 1 s Share of GNP of Part I Countries 

UK's ~hare of the GNP of Part I countries is only 6% while its 

share i.n IDA 3 is 13%~ lt could be pointed out .that the GNP share is 

also lower than the UK'S share (14.3%) in the IMF Quotes of Part I 
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countries, in SDR allocations to Part I countries (15.3%), and in 

IBRD capital subscriptions by Pa~t I ·countries (14.6%). In · all these 

cases, other factors (in a~dition to the ·GNP share) were taken into 

account in determining the original UK share. 

{~) Balance of Payments and 'Bank Group operations 

(c) 

The UK share in total identified IDA foreign procurement in Part 

·· countries was 23.4% on average· in FY,-961-72; in FY1968-72, the share 

had declined to an .average of 18 .• 3%, but even the smaller figure is 

significantly higher than the UK share in total IDA resources. The 

UK's balance of payments position would, therefore, be helped by a 

large IDA· Replenishment. Through FY1972, IDA operations (including 

.adjustments required by the currency realignments) have had a positive 

effect of $122 million, and Bank Group operations as a whole of 

$1,37'0 million, on the balance of payments of the. UK. In short, the 
D~r 

UK has benefited more than any other country from Bank Group operations 

(Tab 1 e . I I). 

Shares of Other Part I Countries · · 

The UK authorities have indicated that they would 1 ike to see an 

increase in Germany's share in the Replenfshment • An increase in 

.. Germany's ~h~r~ above the 9.76% of IDA 3 (Germany's share· in Part 

GNP was 9.4% in 1970 and will probably be 10% in' 1975) to say 11% or 

1~%, does not seem to be a justification for a reduction in the UK 

share. An incre~se. in Germany'~ IDA ·4 share above its GNP share, at · 

~he behest of the United Kingdom would negate the use of the GNP 

criterion alone as a determinant of the UK share. Furthermore, it now 

seems 1 ikely that the UK and Germany will make the same proportionate 

contribution to FED resources, and thus th~ comple~entarity in IDA 

shares is better achieved by an increase in Germany's share rather 

than by a reduction in the UK share. 
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(d) IDA Commitments to the Indian Sub-Continent 

IDA has been one of the major providers of assistance to India, . 

Pakistan and Bangladesh, which together receive 51% of total . IDA 

resources. A smaller Replenishment will penalize these three 

count~ies whose development already is severely constrained by the 

scarcity of external resources. 

5. Capital Market Prospects 

Including the most recent public issue in early A~gust 1971, the Bank 

has floated four issues in the UK for a total of $78 mill ion equivalent of which 

~51 million equivalent is still outstanding. 

After a 5-year issue in August 1971, at a total cost to the Bank of 

8.46%, the general rate levels in the market showed a definite decline. More 

recently, however, there was a clear reversal in this trend and rates for long-

term .issues would now probably have to be in the 9% - 10% · ~ange. 

have been considered or are planned in FY73 and FY74~ 

No issues 
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TABLE I 1: ESTIMATED EFFECT OF IBRD AND IDA OPERATIONS ON 
UNITED KINGDOM'S BALANCE OF PAYMENTS THROUGH FY72 

(U~ $mill ions; Fiscal Years) 

Through 

~ ' . 

\ . 

~ Jj§2 ~ .lill 1968 ~ liZQ l.ill l.lli 
'I BRO EFFECT 
Cu";="r~ount a/ 

Procurement of Goods - b/ 
IBRD Administrative Expenses- I 
Interest to Bondholders in U.K. £1 Interest to Loanholders in U.K. £ 
Issuance Costs of Sterling Bonds 
Less: IBRO Investment Income in U.K. 
Equals: Balance on Current Account 

Capita: Ac~oun~ . . d/ 
U.K. s 1% Subscr1pt1on d/ 
U.K.'s ~Ia Subscription
Net IBRD Bond Sales c/e/ . 

.~et I BRO Loan Sa I es £!
Balance on Capital Account 

Balance on Current ' + Long-term Capital 
Account 

IDA EFFECT 
Current Account 

Procurement of Goods ~/ 
IDA Administrative Expenses 
Less: IDA Investment Income in U.K. 
Equals~ Balance on Current Account 

Capital Account 
U.K.'s Contributions to IDA 
Balance on Capital Account 

Balance on Current + Long-term Capital 
Account 

COMBIN~O IBRD/iOA EFFECT 
Current Account 
Capital Account 
Balance on Current +Long-term Capital 

Account 

924 

20. 

2 
3 

14 
935 

26 
234 
66 
II 

-337 

~ 

21 

1 
20 

955 
-384 

~ 

113 

3 
1. 

8 
To9 

-10 
-1 
.,1 

120 
-=== 

48 

. 157 
__:§ 

~ 

113 

2 
I 

---.2 
107 

112 
-=== 

57 

164 
~ 

105 

2 

10 
97 

89 

89 

40 
-40 

186 
..::J1. 

~· 

80 

2 

_9 
73 

-8 
-1 

---.2 

82 
e= 

. 61 

72 

2 

11 
63 

. -2 
-1 

__l 

49 

112 
-42 

82 

2 

-2 
-1 

._1 

17 

82 
~ 

82 

2 

26 
58 

-6 
-2 

. 8 

~ 

30 

21 
·-21 

)IS 
• 1 

3 

2 
20 
39 

2 
-63 

~6 . 
I 

--' · 36 

--.2.!. 
~ 

15 

135 
-114 

21 

~I Includes procurement specifically identified as originating in the United Kingdom and the same proportion of 
procurement not identifiable by country of origin. Does not include adjustments required by recent currency real ignmer 

b/ Administrative expenses are not considered to have been material in prior years. · 
c/ us dollar bonds and also loans in other than sterling are· included. 
~I ·The increases in 1972 are the translation adjustments of the United Kingdom's payments for Its subscription 

to IBRO as a result of the US dollar devaluation. 
£1 The decrease in 1968 includes a translation adjustment of $6 million equivalent as a result of the devalua

tion of sterling; the increa'se in 1972 includ.es a $4 million ~quivalel)t translation.adjustment as a res~:~lt 
of the US doJlar. 
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Fe~ r u a ry 9 ~ 1 9 7 3 

BRIEFtNG NOTES FOR MR. MCNAMARA'S DISCUSSIONS WITH 
p R I ME M .I N .I s T E R ' HEATH . A 4 ' · . ' 

We have been advised that the Prime Minister, the Chancellor and 

Mr Wood · may wish to discuss with Mr McNamara the following subjects: 

A. indebtedness, 
B. the IBRD role in debt relief operations, 
C. IBRD cooperation with c;:reditor coun.tries, and 
D. expropriations. 

The briefing notes that follow cover these subjects. Tf\e note on the · IBRD role 

in debt relief operatiohs also deals with a view expressed by some British officials 

whi~h may have come to the attention of the Prime Minister. 

A. Recent Trends in Debt and Debt Service 

Debt out~tanding of developing countries at ~nd 1971 is estimated to have 

risen to slightly over $75 billion, a 12 percent increase over 1970 when debt 

outstanding stood at·· $6 7 b i 11 ion. J! Debt owed to offici a 1 b i 1 at era 1 c red i fors 

comprised $38 bi 11 ion · (50 percent) and another $16 bi 11 ion· (21 percent) . was to 

multilateral creditors. Debt outstanding has thu~ g?ubled since 1965 when it 

stood at just over $37 billion- a rate of increase of over 12 percent a year 
"' 

(Table 1 attached). 

Over this same period 1965-71, debt service has also gro~n at about 

12 percent a year. Total debt service payments in 1.971 . are estimated at .$6.6~/ 

billion as against $3.4 bill ion in 1965. The increase in debt service compared· 

with 1970 was 11 percent (Table 2 attached). 

. , , . 

11 This figure has been revised downwards from the figure given i.n the 1972 

lBRD Annual Report of $69 bill ion. 

1,_/ · The lOA Pol icy paper shows a figure in 1971 of $5.8 bi 11 ion. lt appears that 

this earlier estimntc of the Data Division was wrong. 
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Exports of developing countries are estimated to have grown at about 

. 10 percent in 1971, slightly below the rate of increase of debt service payments 

to be made from foreign exchang~ earnings. Over the longer period 1965-71 

export earnings of developing countries have been growing at ,around 9 percent 
~ AI 'I • · . ~ 

a year - rather more appreciably below the increase in service payments. The 

trend in debt service ratio for individual countries is shown in Table 3 attached. 

B. Bank Participation in Debt Rescheduling 

This question was discussed in a staff study on the External Debt of 

Qeveloping Countries and in the Board discussion of the paper on the Bank's 

Liquidity Pol icy (March 31 ," 1971). The latter states: 

11The Bank has so far taken the position that debt rescheduling 
agreements should exclude the Bank; it should continue to take 
that positJon. Although it is true that the direct effect on 
the Bank's cash receipts from the rescheduling of~debt service 
would probably be temporary and not great in amount, it could 
substantially reduce the Bank's ability to place new bond 
issues in the capital markets and therefore ·should not be 
accepted''. 

Since then further attention has been given to th~ question, and again the 

cone 1 us ion has been reache'd that it wou 1 d indeed be det r i menta 1. to the Bank 1 s 

ability to raise funds if debts owed to it were to be included in reschedulings. 
,. lA 

The guarantee portion of the IBRD capital nas been and continues to be 

a deci{iv~ factor in the marketability and rating of IBRD bonds. However, IBRD 

bondholders have no assurance that in the course of the life of our bonds (up 

to 26 years) total IBRD issues will not exceed the amount of our callable · 

.capital from Part I countries-- at present some $~6 billion out of a total 

callable capital of $21.5 billion. Unlike the holders of Government bonds, or 

bonds of Government Agencies, such . as the U.S. Export-Import Bank, ·the holders 

of IBRD bonds cannot assume that th'ey are indefinite1·y protected by the full 

faith and credit of our p~incipal member countries. They have therefore a direct 

concern with the soundness of the Bank's financial mana~ement and Jts portfolio. 
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This view is fully shared by our underwrite-rs, in the US and .else-

where, who on numerous occasions have made known their conviction that the financial 

integrity of the Bank's operations. is of paramount importance to the potential 

buyers of our bonds. The only questions which underwriters / have raised in recent 

years on the occasion of new issues, p~rtain to the prospects· for the regular and 

prompt servicing of IBRD loans, and to the level of our net income in absolute 

amounts and in relation to interest payments on our bonds. There is no question 

that the adverse effects of rescheduling debt service payments due to the Bank 

w?uld be pronounced, not only in this country but also abroad. 

Bank participation in one case would almost inevitably be considered 

a precedent for corresponding action in other countries 'which are already in 

debt servicing difficulties, or are 1 ikely to be in difficulties in the 

near future. (An ill~strative list of such countries, their debt service payments 

d~e to the IBRD and IDA, and expected disbursements to them~n IBRD loans and 

IDA credits in FY72 · is presented in the attached Table ·4.) 

The pattern of debt service f~omrthese countries continues to be much 

the same for several -following fiscal years. Hence even if int~rest payments were 

continued, the shortfall in amortization receipts from these countries would amount 

to some $100 million . a year if their obligations to,. LBRD were to be rescheduled. 
, . 

This would be reflected in the first instance in a reduction in liquid a~sets, and 

then in an increase in borrowing requirements, just at a time when the market for 

IBRD bonds would itself be adversely affected by the damage to confidence resulting 

from the rescheduling operations. 

The situation would be even more serious if interest payments were 

rescheduled. As shown by the attached Table 4, the loss of interest receipts 

from the countries listed would reduce IBRD net income by some . 45%. Notwithstanding 
. , , . 

that our bonded debt is still substantially below the callable capi~al subscription 

of the Part I countries, it is uncertain whether under these circumstances IBRD bonds 

would continue to get a Triple A rating from the rating services. Loss of this rating 
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would ·mean at the very least an increase in the cost of borrowings to us which 

we wou 1 d have to pass on to our bor.rowers ;- it might a 1 so mean -- and this is our 

real concern-- that we would face great difficultires in placing our bonds at a 

time when our borrowing requirements were increasing substantially. 

Under these circumstances it is not believed thaf any member 

gov.ernment would wish to risk endangering the IBRD's"effect·P11eness as a major 

source of development finance. If, however, contrary to our views, member 

governments should take the position that the · IBRD should participate in 

reschedulings, it would be essential for us to discuss with them what measures 

they would b~ prepared to .take to restore the damage to the Bank's financial · 

positim and to its ability to borrow in the capital markets which would result from 
' 
such action. 

C. IBRD Cooperation with Creditor Countries 
... 

Some officials in ·the British Government have expressed the view 
~ 

that th~ Bank should involve itself in debt renegotiation with the objective of 

securing "reasonable settlements" for the creditors. The response to this 

position should be albng the following lines: 

(a) the Bank cannot take sides with · creditor countries in debt relief 

·operations. The Bank's primary objective is to assist developing countries 

to manage their debt, 'so that crises do not a·rise Jn ..... the first place and debt 

negotiations do not 'become necessary. · The Bank offers advice to debtor countries 
,.. 

on debt ma~agement in the course of its regular economic· work. Through 

·· consortia and consultative groups it also advise~ creditors on the amount of 

ass .istance a country needs ·and the terms appropriate for that assistance. 

(b) 'If; nevertheless, debt relief operations do become necessary, the Bank 

.stands ready to offer its services to both parties. The Bank's aim is to reach 

a . settlement consistent with the following main objectives: (i) minimum disruption , . 
to the debeor country's long ter·m development prospects; .(ii) the resumption of 

orderly international trade and financial flows; · (iii~ equitable sharing of the 

burden of financial relief between creditor countries. 
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(c) These objettives are also consistent with the long run self interest 

of creditor countries. With their stake in world trade and as the main capital 

.expDrting countries of the world, creditor countries have the greatest interest 

in the prompt resumption of orderly trade and financing flows. 

(d) The Bank assists in the resumption of the developm~nt ~recess by 
' .. .. ~ . . " 

providing new financial assistance on appropriate terms for the debtor country. 

New lending isfrequently accompanied by understandings with the country on 

measures to avoid a recurrence of debt difficulties. Toge~her with the IMF, 

which, in the context of the standby agreements frequently accompanying ~ebt . 
s'ett 1 ements has more forma 1 understandings with debtor country on appropriate 

policy measures, the Bank monitors th~ progress of the country so that the 

country and creditors can take steps to avoid future difficulties. 
, 

(e) If the Bank is to achieve these objectives, it has to act in a 

manner which is seen to be impartial by both the debtor country and creditor 

.countries. IBRD could not play the role of intermediary in debt negotiations, 

a ~ole which is usually welcomed both by creditors and debtors, if it sets out 

with a narrow view of protecting creditor coun~ry inte~ests. 

D. Expropriations 

The Bank from its inception has taken an;iDterest in disputes between 
, 

a member country and for~igners over compens~tion to foreigners for property 

owned by them in the country concern~d which has been expropriated. The 

Bank seeks to promote settlement of these disputes and it will normally not lend 

for projects in that country if it considers that the position taken by that country 

with respect to alien owners of expropriated property is substantially affecting 

its .international credit standing. In· examining such cases, the B~nk pays particula r 

attention to the question whether the country is making reasonable efforts to 
, . 

settle the dispute. There are various considerations which have led to the 

evolution of this pol icy, but they al~ stem from the interest the Bank has in the 

maintenance by its borrowing countries 6f a satisfactory international credit 
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standing, and in the necessity for the Bank itself to maintain a satisfactory 

relationsh)P. with the·tapital exporting'countries and the capital markets of 

the world; In applyi·ng this policy we .. take a flexible and pragmatic attitude; 

this means that (a) in the appropriate cases we adopt a graduated response, tailoring 

our own actions· to .the progress being made by the host country to resolve the 

dispute, . (b) we try t~ av?i~ confrontations, (~) we take into account the 

magnitud~ and seriousness of the dispute and (d) we give considerable weight to the 

position . taken by the country of the investor, both in the Bank itself and in its 

financial rel-ationships..,w)th the host government. 

... • •• "' .. ., 4 



80 Developing Countries-External Public Debt 
Outst~~ding by Area, 1965-1971 

Table 1: 

(US.:& millions) 

Total Debt Outstanding End of Year. 

1965 
19t-6 
1967 
1968 
1969 
1970 
1971 

Debt Out~tanding by Type of Creditor 
December 31, 1967 

Bilateral Official 
Multilateral 
Private · 

Suppliers 
Banks · 
Other 

Deeembe; 31, 1968 
Bilateral Official 
Hultilateral 
Private. 

Suppliers 
Danks 
Other 

December 31, 1969 
-Bilateral Official 
Multilateral 
Private 

Suppliers 
Danks 
Other 

December 31, 1970 
Bilateral Official 
Multilateral 
Private 

Su!)pliers 
· Banks 
Other 

December 31, 1971 
Bilateral Official 
Multilateral 
Private 

Suppliers , . 
Banks 
Other 

AFRICA 

6,148.8 
7,202.2 
8,326.4 
9,266.8 
9,763.4 

11,069.9 
11,966.3 

5,782.7 
1,045.9 

1,079.9 
276.0 
741.9 

5, 743.8. 
1,282.9 

1,157.1 
352.) 
730.7 

5,918.3 
1,661.6 

1,051.1 
422.3 
710.0 

6,451.5 
2,011.4 

l,lb5.8 
472.6 
968.7 

• 7,052.2 
2,367.L 

1,158.8 
558.9 
829.1 

EAST · 
ASIA . (l) 

3,895.4 
4,347.7 
5,210.4 
6,230.1 
7,698.2 
9,138.3 · 

10,949.2 

2,750.2 
711.4 ' 

1,281.6 
111.2 
355.9 

3,340.0 
826.0 

1,573.8 
145.7 
344.5 

3,996.7 
1,180.!, 

1,806.3 
266.6 
448.2 

4,855.4 
1,645.0 

1,692.9 
498.8 
446.1 

5 J 991.3 
2,127.1 

1,782o0 
58L.J 
464.5 

MIDDLE 
EAST 

2,178.9 
2,5lu.o 
3,714.7 
4,320.0 
4,94~.9 
5.,603 .8 
6,291.3 

1,596.5 
367.2 

633.7 
.393.5 
723.6 

1,898.7 
381.7 

764.3 
454.3 
821.0 

1,997.8 
455.2 

890.5 
695.3 
911.1 

2,025.7 
591.0 

881.2 
1,008.0 · 
1,098.0 

2,227.4 
700.2 

996.0 
1,096.9 
1,270.8 

SOUTH 
ASIA 

8,8511.7, 
10,517.5 ,. 
11,084.8 
12,454.5 
13,424.3 
14,943.9 
15,931J.4 

8,068.2 
2,284.9 

590.6 
122.2 
19.0 

9,133.4 
2,465.6 

685.6 
154.1 
.15. 7 

9,807.4 
2,717.1J 

742.5 
144.3 
12.8 

10,947.2 
.),012.~ 

810.0 
164.5 

9.3 

11, 70'b .8, 
3,251.0 

801.4 
163.8 

9.3 

SOUTHERN 
EUROPE (2) 

L,096.5 
1~,321,!.4, •• 
5,11~9.11 
5,668.0 
6,376.1 
7,020.1 
8,267.4 

.3,118.2 
880.5 

651.8 
218.6 
280.3 

),225.9 
1,011.8 

601.3 
470.9 
'358 .o 

3,610~ 
1,150.5 

574 • .3 
669.3 
371.8 

.3,853.8 
1,385.8 

sw.s 
862.9 
387.1 

h, 196.2 
1,702.7 

518.6 
1,183.2 

'666.7 

Note: . Items ·may not add to totals due to rounding. Includes the countries listed belot-r. 

WESTERN (3) 
HI'JUSPHERE 

•12,2?8.1 
13,1£'1.0 

'ul, 737.1 
16,314.0 
17,685.8 
i9,S97.h 
21,870.3 

5,748.3 
3,331.3 

2,650.0 
1,28h.3 
1, 72).2 

6,184.3 
3,897.2 

2,652.6 
1,510.3 
2,069.8 

6,1187 .:> 
4,301.5 

2,88R.2 
1,755.8 
2,253.0 

6,599.0 
5,026.3 

3,358.8 
2,017.2 
2,596.2 

6,69?.9 
5,998.3 

3,517.5 
2,891J.5 
2,760.0 

TOT At 

37,1102.4 
IJ2,086.8 
48,222.8 
5lt,253.4 
59,897.7 
67,373.1J 
75,278.9 

26,464.1 
8,621.2 

6,887.5 
2,405.9 
.3,844.0 

29,526.1 
?,l:l65.3 

7,h.14.7 
3,f"l87.6 
4,339.7 

31,817.8 
11,466.6 

·7,9)2.9 
3,9)3.6 
4,706.9 

34,7J2.A 
13,672.4 

8,439.2 
5,024.0 
5,505.4 

J7,e7S.8 
16,146.7 

8,77L.3 
6,!t81.6 
6,COO.L1 

Africa: Botswana, Burundi, Cameroon, Central African Republic, Chad, Daho.mey, Egypt, Ethiopia, Gabon, Ghana, Guinea, 
Ivory Coast, Kenya, Lesotho, Liberia, Hal.<1gasy Republic, Malawi, Mali, . Mauritania, MAuritius, Morocco, Niger, Nigeria, . 
Rwanda, ·Senegal, Sierra Leone,. Somalia, Southern Rhodesia, Sudan, Swaziland, Tanzania, Togo, Tunisia, Uganda, Upper 
Volta, Zaire, Zambia, plus the East African Comm~~ity. 

East Asia: Indonesia, Malaysia, Philippines, Republic of China, Republic of Korea, Singapore, Thailand. 
Middle East: · Iran,· Iraq, Israel, Jordan, Syrian Arab Republic. 
South Asia: Afehanistan, Ceylon, India, Pakistan (including what was East Pakistan). 
~outhern Europe: Cyprus, Greece, Hal ta, Spain, Turkey, Yugoslavi11. 
Western Hemisphere: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, F~uador, El Salvador, 

Guatemala, Guyana, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraeuay, Peru, Trinidad and Tobago, Uruguai, 
Venezuela. 

(1) Doea not include publicly-guaranteed private debt of the Philippines estimated at $600 million in 1970. 
(2) Does not include non-guaranteed debt of the "Social ~ector" of Yugoslavi·a con.tracted after March 31, 1966. 
(3) Debt outstanding of Brazil includes some non-guaranteed debt of the private sector to supnliers and excludes the 

undi5bursed portion of suppliers credits and of .bilateral official loans except for ~hose owed to the u.s. 
Government. 

ECONOMIC AND SOCIAL D.\ rA DIVISirn 
ECOllOYuC ANALYSIS & PHOJECTIONS D.i:l' AAT!-ni1-IT 

F't:UhUARY t, 15-7) 



External Resource Flows and Service Payments on Ta'l:-1< 2: 
External Public Debt, 1965-1971 

• (US$ millions) 

Disbursements Debt Service 
Grants and Net Flow(2) Net.Transfers (3 ) 

Loans Grant-1ikep~ Total Amortization Interest Total 

Africa · 
~5 728.8 864.0 1,592.8 2$16.9 155.1 452.0 1,295.9 1,140.8 

1966 686.0 722.0 1,408.1 305.7 158.0 !(63.7 1,102.4 944.4 
1967 778.5 677.1 1,455.6 282.7 170.4 453.1 1,172.8 1,002.4 
1963 848.9 720.0 1,568.8 407.6 174.3 581.9 1,161.3 987.0 
1969 843.9 879.6 1,723.5 492.5 20t.3 • 69}:8 · · , 1,231.0 1,029.7 
1970 1,392.1 890.6 2,282.7 552.7 229.4 782.1 1,730.0 1,500.6 
1971 1,161.6 630.8 276.5 907.3 

East Asia(4) 
1965 514.4 363.4 877.8 156.9 39.7 196.6 721.0 681.2 
1966 483.5 306.2 789.7 181.4 48.2 229.6 608.3 560.1 
1967 789.4 397.7 1,187.1 200.4 54.9 255.3 906.7 931.8 
1963 932.1 429.2 1,361.3 206.1 80.0 266.1 1,155.2 1,075.2 
1969 1,351. 7 381.0 1,732.7 279.1 111.2 3s0-3 1,453.5 1,342.3 
1970 1,187.2 375.0 1,562.2 449.2 172.6 621.8 1,113.0 940.4 
1971 1,346.9 498.1 232.4 730.5 

l-liddle East 
1965 357.6 199-9 557.5 . 197.5 42.0 . 239.5 .360.0 318.0 
1966 396.8 124.5 521.3 215.4 47.6 263.0 305.8 253 .2 
1967 572.1 58.3 6.30.3 161.1 58.2 219.3 469.2 1.11.0 
1968 ' ' 887.4 73-3 960.7 237.1 82.0 319.1 723.6 641.6 
1969 ; 737.9 68.9 806.8 329.4 97.3 426.7 477.4 380.1 
1970 1,190.4 90.5 1,280.9 410.1 126.2 536.3 870.7 744.6 
1971 752.8 467.2 162.2 629.4 

South Asia 
1965 1,316.4 828.0 2,144.4 2.30.6 '" 156.2 386.8 1,913.9 1,757.7 
1966 1,258.1 860.0 2,118.1 278.7 186.8 465.5 1,839.4 1,652.6 
1967 1,618.0 775.9 2,393.9 343.1 215.2 558.3 2,050.8 1,835.6 
1968 1,627.2 522.0 2,149.2 366.3 225.2 59,l..5 1,782.8 1, 557.6 
1969 1,488.8 350.9 1,839.6 423.2 257.7 680.9 1,416.4 1,158.7 
1970 1,4112.1 351.0 1,793.1 454.9 282.1 737.0 1,338.2 . 1,056.1 
1971 1,665.3 451.5 414.8 866.3 

Southern Euro~e(5) 
1965 668.4 74.6 743.0 328.0 75.7 403.7 415.0 339·3 
1966 794.2 .. 59.2 853·3 ~0.1 105.6 445.7 513.2 407.6 
1967 765.7 56.6 822.3 326.1 116.7 442.8 496.2 379.5 
1968 902.9 64.3 967.7 )79.0 142.3 521.3 588.6 446.3 
1969 1,003.6 89.2 1,092.8 357.4 175.5 532.9 735.4 559.9 
1970 940.2 95·3 1,035.5 474.2 228.7 702.9 561.4 332.7 
1971 1,139.1 572.8 248.3 821.1 

Western Hemis~here(6) 
1965 2,119.1 405.3 2,524.4 1,279.3 423.6 1,702.9 1,245.1 821.5 
1966 2,155.3 381.5 2,536.8 1,462.0 453.0 1,915.0 1,074.9 621.8 
1967 2,673.4 367.9 3,041.3 1,542.8 ,-12~ 2,055.5 1,498.4 9j 5.7 
1968 2,705.1 427.5 3,132.6 1,655.1 553.7 2,208.8 1,477.5 92 ~.8 
1969 3,133.6 492.~ .3,626.0 1,645.5 599.5 2,245.0 1,980.5 l, j .j0.9 
1970 3,471.2 437.8 3,909.0 1,779-3 • 763.7 2,543.0 2,129.6 1,366.o 
1971 

" 
. 2, 953.8 1,802.7 800.7 2,603.4 

80 Deve1o~in~ Countries 
1965 5,704.7 2,735.2 8,439.9 2,489.1 892.3 3,381.4 5,950.8 5,058 .5 
1966 5,773.9 2,45.3.3 8,227.2 2,783.3 999.2 3,782.5 5,444.0 11,444.7 
1967 7,197.1 2,333.4 9,"530.5 2,856.4 1,128.1 3, 984.5 6 ,674.1 5, 5Lo ,O 
1968 7,903.6 2,236.6 10,140.2 3,251.2 1,257.5 4,508.7 6, 889.0 5, 6)1.5 
1969 "8,559·5 2,261.9 10,821.4 3,527.2 1,442.5 4, 969.7 7,294.1 5, 3)1.6 
1970 9,623.2 2,240.1 11,863.4 4,120.4 1,802 .• 6 5,92.3.0 7,743.0 5, S'lll0.3 
1971 9,019.5 4,.42.3.1 2,134.9 6,580.0 

Note: Includes .the same countries as Table 4. Items may not add up due to rounding. 

(1) Grants consist of grant and grant-like contributions by DAC countries and grants by multilateral agenci es as ·compiled ty OECD, as 
well as dis'b'\rsements by the Int P. r-Am<:= rican Development Bank on loans repayable in the recipients• currencies. 

(2) Disbursements on lonns, grants and grant-like loans minus amortization on loans. 
(3) Net flow minus interest on loans. 
(4) Does not include publicly guaranteed private debt of the Phi:lt.l.ppines. ,.. 
(5) Does not i.nclude the non-E.:,ruaranteed debt of the "social sector" of Yugoslavia contracted after l·1n.rch 31, 1966. 
(6) Service pnyments for Brazil include some non-guaranteed debt of the private sector to supplierG. 
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• b/ rgentlna-

Chi 1~/ 
Egypt 

Ghana 

I d
. d/ 

n 1a-
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. ·, e/. 

a 1 stan- . 

· Peruf{ 

sri l'anka 

%·1BRD Total 

.DEBT SERVIGE .FROM AND DISBURSEMENT 
TO SELECTED COUNTRIES IN FY72 . 

( $ m i 11 ions) 

Interest a/ Amortization 

IBRD IDA IBRD .!.Q1L 

14.6 6.5 

s.s .2 6.0 .2 

1 • 2 - s.s 
2.6 • 1 1 • 7 .2 

28.2 12. 1 52. 1 .8 

21 • 3 3.2 25.4 .2 

7.5 6.3 

1 • 8 2.0 

82.7 .li.:..§ 105.5 1 . 4 

18.0% I 27.4% 

TABLE 4 

Disbursements 
. .. fBRD · IDA TOTAL 

44.9 44~9 

11 • 9 11 • 9 

.4 .4 

3.3 6.6 9.9 

46.6 91 • 9 138.5 

18.5 '28. 7 47.2 

11 • 3 11 • 3 

3.9 3.7 7.6 

140.4 131 • 3 271.7 

11 • 7% 
~ 

. ~/ Interest includes commitment charges in the case of IBRD and service charges in the 
case of IDA. 

·£! Arge~tina paid interest~of $ .1 mill ion and amortization of · $ .8 mill ion in FY72 
(in addition to the amounts shown) on account of loans sold to third parties. 

s/ Chile paid amortizatio'n· of$ .1 million in F.Y72 (in addition to the amounts shown) 
on account of loans sold to third parties. · , 

~/ India paid interest of$ .1 mill ion and amortization of$ .8 mill ion in FY72 
(in addition to the amounts shown) on account of loan~ sold to third parties. 

~/Pakistan paid interest of$ .1 mill ion and amortizatton.of $ .3 mill iQn (in 
addition to the amounts shown) on account of loans sold to third parties. 

f/ Peru paid interest of$ .1 mill ion and amortization of$ 1.0. mill ion ( in addition 
to the amounts shown) on account of loans sold to third par:ties. 

p & B 
2/9/73 



Table 3 :sen1c• P~l.e en Ext.emal Public Debt u Percentage d E><pcrta ot Ooodo and S.niceo(l), 1965·1971 PRZIJHJNAill 

SE<!VlCiO PA.'t'IW<T:I o POR 1'3 or 11001111 ~-__;_--.. I.. .. .J.~.W- .,--···· 

l?c~ · '1966' 1967 1960 1969 1970 1971 1?(-C: 1?66 1967 1968 
lii!IIYII:I~ D ~: rtr :.;F.HV1Cl: H:,:.AT:.,:l;,::O ___ .._ 

176? 19'/0 1n1 l '>6S l96o l t&7- l ~Ul · l~ u9 li..i.9--i01 
~A • 

llot.,.ana (2)(.)) 
Burundi (J) 
Ca~neroon 

Central Afrle., Rap,()) 
Chad (J) 
Dah~1 (J) 
EEYPt, Anb Aop. ol 
Ethi opia ' 
Gabon 
Ghana 
().l1noa (3) 
I,.ory Coaat 
Kent• 
Lesotho (2)(1) 
Liberia ()) 
l!lolagAS)' Rep, 
Malovi (3) 

"Mall 
Malt.rihn1a (J) 
Mauritius 
Morocco 
Ni!f!r (3) 
Nigeria 
RwMda ()) 
Senegal 
Sierra Le<lla 
Somalia 
Southern Rhod .. ia 
Sudan 
Svazlland (2)()) 
Tanzania 
Toco (J) 
TUn ida 
Uganda (3) 
Upper VoUa 
Zaire 
Zarobi& 

us\m~. Rep. ot 
IndMesia 
Kc.n·e.a, Rep, ot 
Mala;,roia 
Ph111pp1n .. 
SingApore 
ThaUand 

MIIDLE EAST 
Iran 
Iraq 
Ierael 
Jordan 
S;,rr1an Arab ~P• 

SNIT!! ASIA 
~1shn (3) 

India 
Pakiotan (6) 
Sri-Lanka 

sounmm !l1ROPB 
Cyprua 
Greece 
Malta 
Spain 
TUrkeY* 
Yugoolnla 

W!:Smul l!E'l!~PREJU 
Argent.u •• 
Bol1Yia 
Bra•ll 
Chilo 
Colombia 
Coota Rica 
Dominican Rap. 
[CUAdOl" 

El Salvadcr 
().latemala 
CU;,rana 
Hondura• 
Juaica 
Kf'.xico 
Nicaragua 
Panama 
Paraguq 
Peru • 
Trinidad • Tobap 
Uru&U~ ,• • • 
v .... a ... ola 

,., o.s 
0 •. 4• 
4.6a 

n.a. 
o. 7• 
0.9• 

n.a .. 
7.8 
5.3 

67.5• 
:u.. 7• 
15.8• 
:U..9 
0.2• 

11.6 
n.a. 

2.9• 
4.1• 
o.e;, 
1.9 

21 .a 
o.6a 

25.9 
n.a. 

2.8 
5.9+ 
0.6a 

24.6 
13.5 

• 1.9 
.., ~.s 

0.9• 
14.6 
5.9 
o.S<t 
5.3* 

23.2 

15.1. 
70.0. 
8.1 

17.0. 
$7.9+ 
1.0 

27.3 

n.5 
4.7• 

l6o.o. 
1;0 
2.2 

s.a. 
)02.5 
69.6 
8.8 

2.2 
27.6 
0.5 

50.9 
u2.5 
210.0 

339.1. 
6.0. 

l.l.l.O. 
96.4 

101.9 
14.1 
27 .a 
12.4 

7. 7 
u.s 
4.8 
3.3 
6.9 

l.8b.8 
7.3 
5.e 
4.4 

54.1 
9.6 

17.3 
1.6.1 . 

o.s 
o.u• 
6.0. 

n.a. 
o.a. 
1.~· 

n.a. 
12.1, 
5.5 

20.5• 
12.5• 
19.S. 
18.4 
0.4• 
9.1 
3. 7 
3. 7 
2.6• 
o.e. 

. 2.7 
L0.3 
0.9+ 

1,6.3 
0,2 
3.6 
6.3 
0.8 
7.6 

15.7 
1.9 
6.5 
0.7• 

32.3 
5.e 
o.~ 
8.9• 

1).9 

23.6 . 
62.0. 
16.5 
19.2 
74.9 
1.4 ' 

32.0 

59.9 
8.6 

176.9+ 
1.6 

16.0 

6.4• 
)61.9 
86.3 
10.9 

2.4 
)6.6 
8. 7 

5'2.0 
124.4 
229.3 

1.55.2 
6.9 

474.010 
lOJ.S 
109.2 
19.6 
20.1 
13,0 

7. 7 
14.8 
L.9 
).b 
7.9 

. 1.56.5 
9.6 
6.2 

95:G 
10.5 
)0.9 
67.2 

0.7 
o.5• 
6.4• 

n.a. 
1.0. 
1.1• 

n.a. 
11 •• 7 
7.1 

22.S<t 
6.S. 

30.6 
20.0 
0.2 
9.6 
6,0 
1..7 
1..5 
1.1 
2.8 

)9.4 
0.7• 

35.6 
1.0 
3.8 
6.9 
0.6 

12.1. 
12.5 
2.1 
7.4 
1.4• 

47.7 
7.1 
o.e. 
9.0. . 

15.9 

25.9 
41.1 
31..1 
27.8 
87.5 
2.1 

)6.8 

5B.5 
7.8 

1)1..5• 
1.5 

17.0 

11.)* 
418.1, 
115.4 
13.2 

3.8 
SQ.2 
1.3 

52.4 
109.2 
226.0 

1,56.0 
?.8 

58o.o. 
121..6 
99.0 
20.7 
13.6 
13.8 
$.9 

17.3 
5.1 
3.5 
9.4 

1.11.0 
n.5 
6.9 
4.5 

97.9 
9.8. 

41.2 
53.1 

o. 7 
0.6 
7.0. 
1. 7 
3.2 
2.3 

152.8 
16.1 
10.1 
43.S. 
4.2 

32.1 
.17.9 

0,3 
10.9 
6.9 
4.3 
4'.0 
1.1 
5.S 

u7.J 
1.9 

39.5 
O.l. 
1..1 
6.1 
0.8 

1).6 
20.1. 
2.0 
9.2 
2.7 

60.4 
8,2 
1.6 

16.L 
20.) 

J6.9 
49.2 
63.7 
31.6 
60.9 

4.9 
36.9 

95.8 
16.3 

183.1.• 
1.9 

21.7 

15.9 
1,01..7 
:U.5.1 

2$.9 

3.6 
51.2 
1.4 

78.6 
131.2 
255.1 

L8o.e 
9.6 

)91.0. 
204.6 
102.4 

2$.1 
15.4 
18.7 
6.1 

20.9 
6.) 
3.4 

13.2 
622.3 
14.4 
8,1, 
6.8 

:U.7.3 
6. 7 

47.9 
55.5 

0.6 
o.6 
7.5 
2.) 
J,L 
l.L 

209.8 
19.5 
10.8 
38.0. 
6.5 

29.7 
19.) 
0.) 

12.4 
6.7 . 
1 •• o 
4.6 
2.2 
2. 7 

5'6.5 
2.3 

-. 53.1, 
0.5 
4.9 
8.8 
0.7 

12.0 
22.!) 
1.8 

16.0 
1.6 

60.2 
18.5 
1.8 

27.) 
22.8 

55.4 
56.6 

l.W.J 
)9,0 
!)0.4 

7.0 
41.6 

162.2 
24.7 

2o8.4• 
3.8 

27.6 

22.) 
45?;4 
166.4 

30.8 

4.1 
62.5 

1.9 
1i8.8 
1)2.3 
213.) 

476.6 
10.2 

396.0. 
23( •• 2 
100.7 
2L.4 
19.4 
20.5 
6.3 

24.1 
5.1 
4.) 

1J.8 
611.3 

19.1 
9.1 
7.2 

142.3 
12.5 
49.8 
51..2 

0.6 
o.6 
9.1 
1.8 
2.4 
2.1 

251.7 
21.0 
ll.J 
23.6 
15.2 
39.0 
18.8 
0.5 

1i.7 
7.0 
6.1. 
1.2 
).3 
3.5 

58.6 
2.5 

5J.3 
0.) 
s.J 

11.0 
0.9 
8.o 

29.7 
2.2 

. 15.9 
2.5 

62.8 
7.4 
2.2 

33.2 
1.9.) 

77.2 
62.6 

262.8 
S0.9 
97.6 
10.8" 
J9.S 

212.1 
J6.4 

1!47.5• 
J.7 

36.6 

24.5 
1.87.1 
169.1 
36.) 

,,,9 
78.8 
2.3 

191..5 
180.9 
21.1,5 

1.62.0 
21.6 

517.0 
227.6 
116.7 

27.6 
13.7 
22.5 

9.1. 
27.0 
5.8 
5.6 

16.5 
l'i90.8 
23.0 
28.1 
9.3 

17).6 
11.? 
52.2 
60.9 

o.6 
0.5 

12.) 
1.6 
6.1 
4.9 

256.2 
20 .7 
17.6 
28.0 
20,2 
44.7 
20.0 
0.3 

15.9 
8.9 
6.6 
0.5 
3.1. 
4.8 

75.5 
4.0 

60.6 
o.4 

11.1 
9.9 
3.5 

10.5 
43.5 
).8 

18.6 
4.5 

7L.3 
9.1 
1.6 
3).9 

68.6 

loS.2 
112.1 
)1).3 
46.3 
95.2 
15.7 
1.0.7 

31.5.4 
)0.6 

208.5 
L.6 

40.) 

28.6 
6(,1,.4 
14).0 
1.1.) 

~.6 
108.6 

?.f.l 
JJJ,2 
1(.?.1 
18).) 

I1Jl.O 
21.2 

h6~ .6 
241.6 
1:; 3.1 
~8.2 
17.6 
31.3 
15.6 
27.7 
4.3 
7.0 

21.2 
723.0 

)0.8 
36.2 
12.8 

2.12.1, 
11.2 
12.7 

117.6 

11,.) 
1).9 
n.a. 
27.1. 
)7.0 
13.6 

926.0 
16).5 
n.a. 

)56.7 
50.5 

372.7. 
347.5 
14.8 

1)5.4 
91.7 
SJ.2 
49.2 
66.4 
84.4 

6o2 .S(S) 
J4.6 

818 '.7 
n.a. 
n.a. 
98.1 
42.0 

556.6 
2)8.9 
43.1 

228.7 
27.1 

196.8 
217.0 
14.9 

)86,0 
546.4 

528.4 
680.0 
289.8 

1,408.0 
1,092 .o 
1,241.0 

740.0 

1,3~8.o 
975.2 
711.0 
104.2 
21.7.0 

72.7 
2,034.0 

6J,o,s 
442.7 

149.4 
8C0.2 

95.0 
2,1.21,.0 

615.0 
1,1,91,.0 

1,(.(,2 .o 
J ~(,.(, 

1,711?.0 
793.0 
709.0 
1)7.3 
11.4.1 
196.6 
2:U..4 
228.8 
120.9 
luO.O 
362.3 

1,?65.0 
174.1 . 
220.6 
66;S 

776.0 
1.?6.) 
~52.0 

,,(fJI,O 

,, 

1).1 
14.1 
n.a. 
30.8 
JJ,J 
10.$ 

9?0 .0 
163.S 
n.a. 

)15.2 
51.8 

IJ21. 7 
Los .11 

1.6.5 
15o.5 

97.8 
64.6 . 
LJ.S 
17.0 
84.6 

G1$;5{5) 
48.3 

667.1. 
12.9 
n.a. 
91.3 
)8.7 

)68.3 
237.2 
5'3.8 

297.4 
35.9 

232.0 
'227.6 

16.1 
511.2 
66),0 

66o.l 
743.0 
1,54. 7 

1,422.0 
1,187,0 
1,3C8.o 

930.0 

1,L92 .o 
1,0)2 .1 

8 32.0 
ll6.S 
259.0 

70.1 
1,916.0 

671.0 
)91J.) 

168.8 
1,039.4 

110.8 
2,920.0 

686.0 
1,7)1.0 

1,7?5.n 
11 . ~ .1 

1,0 ~?.0 
970 .(J 
663.0 
16t •• o 
161.1, 
203.3 
211.5 
260.~ 
127.9 
159.4 
LJ6.7 

2,200.0 
174.4 
2 5~.8 
6h.3 

91).0 
525.4 
21.6.4 

2,547.0' 

12.9 
16.0 

317.2 
29.0 
'34.5 
15.2 

662.0 
1~5.2 
n.a. 

314.6 
$6.0 

L41.1 
)82.6 

6.2 
156.6 
104.2 

72.5 
u1.4 
79.4 
79.8 

· 627. 7(S) 
46.3 

739.2 
)),,8 

200.9 
84.6 . 
)8.3 

370.9 
' 254.1 

$6.) 
290.6 

32.0 
241.0 
2lS.7 
17.9 soo.o 

704.0 

798.8 
773.0 
61,2.9 ' 

1,381.0 
1,222.0 
1,LJ3,0 
1,024.0 

1, 792.0 
92),2 
909.0 
103.0 
2h9.0 

&;.'J 
1,9?7.0 

667.0 
)8).1 

175.9 
1,122.6 

no.o 
2,977.0 

722.0 
' 1,831.0 

1, 707.0 
) '/11,11 

• 1, 0u7 ,o 
9?6.0 
71J.1 
171..0 
!62.6 
218.0 
230.7 
2311.5 
139.0 
172.1. 
43?.7 

2,21.6.0 
161 •• 6 
297.7 
6".4 

686.0 
517.1. 
ne.s 

2, 700.0 

lO.S 
15.7 

)06.) 
)5.7 
lol.) 
n.J 

11o.o 
175.2 
ll5.z 
)S6.0 ' 
se.s 

S59.1o 
loll.) 

S.9 
169.0 
US.9 
61..) 
lol. 7 
lla.9 
8).7 

6111.2(f) 
S2.6 

660.S 
16.1 

219.2 
1011.7 
1.2.7 

·)61.) 
116.6 

S5.0 
m.2 
Jl.7 

276.0 
rn.s 
)6.1 

619.1. 
771.0 

1,01al.S 
111.0 ·aeo,, 

l,SIO.O. 
1,166,0 
l,S78.o 
1,qre.o 

l,,...o 
1,u.s.a 
l,U.7.0 

l.Oia.l 
.,1.0 

71.) 
t,lloS.o 

751,0 
J7),1 

lit.) 
1,1,,6 

117.6 
),)SI.O 

728,0 
1,9,)1,,0 

1,7711.0 
171.7 

1,1181.0 
1 1 0JP,O 

790.9 
107.9 
roo.o 
n5., 
2)7.2 
269.) 
1)1.2 
198.6 
1.26.9 

t,lo86.o 
1?1..1 
)29.0 
61.0 

97S.o 
56fo9 
t17.5 

.. , 
lJo!' , .. 
)).1 
lM 
t6o.l 

IIIO.o 
W.1 
1"·' 
)lf.lo 

'"·1 610.7 w.t .... 
Uf,T 
1~.0 
70.6 
Slo! 
92.L 
ll.o 

m.O(Sl 
JI,O ,... ... 
1S.O 
... 6 
UJ.S •••• Ul.l 
t-12., 

"·' )u..) 
U.) 

.JJ6,o 
IS';.) 

~·· ,, .. 
1,1)\,0 

l,lP6.5 
1,0ft6.o 
1,150.7 
1,111.0 
1,U).o 
1,191.0 1,m.o 

•..•. ,.o 
l,l!iloll 
l,tnfl.u 

""·" ,,,,0 
"·7 1,109.0 ,,,,u 
,,,.) 

'"·1 '·,, •• ,.I 

····' ,,, •• ,11 
attl,fl 

1 1 J'ill ,O 

'·""'·, 1'1 .',11 ' 
1,111.0 
l 1HI,,o 

flllo.n 
fJ?,,[) 
PI'J,O 
POl. ~ 
Plf',,7 
w .. ll 
u.:•.u 
)'til, 7 
l!lu.~ 

1,7)11.0 
lf,1.0 
.JIIo.o 
?0.) 

l,fl:l2.0 
.w~.6 

263.5 
,,.,.,~.o 

~2.1 
:'fl.9 

)ll/,,11 

l!l.l· 
l,h.l 
)?.b 

Wl.O 
166.8 
?m.4 
h(i).l 

67.2 
61.9.1, 
S2S.9 

5.7 
213.7 
11.1 .. 8 

7fi.h 
so.e 

116.6 
?0.6 

aw.o(S) 
46.4 

1,3115.0 
24.6 

232.6 
123.6 

1.1 •• 1 
u"/6.5 
)27.4 
70.) 

))9.7 
54.6 

JSS,o 
297.1 

JC,6 
659.1 
99l..O 

1, 7)1.2 
1,17.3.0 
1,379.0 
1,8!) 1.0 
1,341.0 
1,942.0 
1,092.0 

:,61),0 
1,~1,n,o 
1, ) ') '/.() 

1n.7 
32/i,o 

'1\(,.9 
t,2'fl,.o 

ou~.o 
)77.7 

???.? 
J,•;t.,.n 

t ' ''·" ,, • ' 1',~· ·'' 
I • 0 ~ ~ · ,n 
• ,'Ill .o 

,,,~11 ,() 

;•t:•,ft 
:'1,7 N,O 
1, )OJ ,0 
l, lllY,O 

NJ1.1 
~ ~ '/ ·'• 
2 ~ 1 .. $ 
2SJ.5 
3511.6 
15?.? 
1VK,8 
.. )7.9 

J,o•; 1.o 
~.:g:r. 
0?. 7 

1,n1.o 
5Y6.9 
261.6 

~ .. ~92.0 

. , 
n.a. 
22.'1 

) '/H.? 

)O.h 
,, ~; .s 

1,0)7 .o 
2(.().1 
2 ~ 1 .. 6 
)69.2 

651.7 
541.5 

222.1 
159.5 
60.4 
60.0 

97.2 
I\7B.o(Sl 
55.7 

1,9?7.0 
22.2 

194.6 
lll~o3 

h9.2 
522.2 
356.9 

76.7 
)91.1 
~3.) 

'~t} 
n,a, 
77).~ 
727.0 

2,)86.3 
1,307 .o 
1,616.0 
l,Oo6.o 
1,1,o0.o 
2,2116.0 
1,201..0 

J,9Sl'i.o 
1,6:'/h.O 

·1,011?.0 
96.8 

)IJI,O 

7'/.2 
r,JI6.o 

'/'((,,0 

J71o. 7 

2 ~11.0 
1,(1:•?.0 

a• :;- ,9 
f,,c ,,:·r .n 
1, Jt,• :.o 
J,l111h.o 

2,IJ'II,,n 
:•j ;..: ,.(, 

2 .~11 1 .0 
n.a, 

99'/.0 
207.11 :w,,,, 
~(. 2,? 
n ••• 

)1.7. 7 
161.6 
21.1.1 
SM.h 

J,n?.o 
;)rJ •• 1 
1, ) 11,2 
90.1. 

1,on.o 
G!ih.J 
2$7.6 

J,J75.o 

).S 
2.9 

n.a. 
1.9 
6.6 

"··· h.8 
n,a. 
18.8 
2?.1 
1..2 
4.3 
1.4 
6.6 

n.a. 
s.s 
8.) 
1.2 
2.) 
4.6 
1.7 
).2 

n.a. 
n.a. 
6.0 
1.1. 
4.4 
s. 7 
u.u 
2.L 

. ~:l 
2.7 
).4 
1.4 
4.2 

2.9 
10.3 
,2.8 
1.2 
5.3 
0.1 
.).7 

s.3 
u.s 

n.s 
1.0 
0.9 

o.o 
11 .. 9 
10.9 
2.0 

l.S 
),1 
o.s 
~.l 

111.) 
1l~o0 

~m.1. 
11.7 

~ ~· • .1 1? ,2 
11..4 
10.3 
1?.3 
6,3 
).6 
5.2 ,,,o 
2.L 
1.9 

21 .. 7 
l~o2 
2.s 
{, ,6 
6,y 
l.? 
6.6 
1.11 

3.) 
.2.8 

n.a. 
n.a. 

2.4 
u.s 
n.a. 

7.6 
n.a. 
6.5 

24.1 
4.7 
l..5 
2.L 
6.0 
3.6 
5.7 
6.4 
1,0 
3.2 

. 6.6 
1.9 
5.3 
1.6 

n.a. 
6.9 
2.1 
2.1 
6.6 
J,5 
2.2 
1.9 

1).9 
2.6 
). 7 
1.7 
2.1 

).6 
8 • .) 
3.6 
1.1, 
6.3 
o.l 
).4 

b.O 
o.o 

21.) 
l.h 
6.2 

9.1 
16.? 
1?.y 
2.0 

1.11 
).$ 
o.o 
t.ll 

10.1 
13.? 

~~ .II 

"· '' ''i.•i 
10 .6 
l6. r, 
12.0 
1~.s 
6.1, 
).6 
!).7 
3.8 
2.1 
1.0 

,0.0 
~. ~; 
2.~ 
5.L 
9o9 
2.0 

12.4 
2.6 

5.4 
).1 
2.0 

n.a • 
2.Y 
7.2 

n.a. 
9.S 

n.a. 
. 7.2 
12.1 

7.0 
5.2 
).2 
6.2 
5.6 
6.5 

10.9 
1.4 
3.5 
6.) 
1.5 
4.8 
6.0 
1.9 
8.2 
2.1 
3.3 
.4.9 
). 7 
2.5 
4.4 

19.8 
).) 
h.S 
1.8 
2.) 

3.2 
5.3 
5.3 
2.0 
7.2 
0.1 
).9 

).) 
o.e 

14.8 
t.5 
6.8 

17.1 
20.9 
16.7 
),4 

2.2 
I..S 
1.2 
1.8 

15. t 
12.J 

26.7 
~ .(, 

) 2.1 
12 .s 
ll1.o 
U.9 
7.1, 
6.) 
2.6 
7.1. 
3.'/ 
2.0 
2.1 

21.0 
6.2 
2.) 
7.2 

10.0 
1.9 

18.9 
2._0 

6.7 
.).8 
2.) 

' 4.H 
8.0 

10.) 
16.9 
y,2 
s.s 

12.3 
7.2 
s.1 
L.3 
!),1 
6.4 
6.0 
6.7 
9.6 
1.) 
6.6 
6.9 
3·6 
6.0 
2.5 
1.8 
5.6 
1.9 
).7 
7.1 
).6 
).1 
7.0 

21.9 
.).5 
lo.l. 
2.7 
2.6 

J.S 
s.6 
7.2 
2.l 
5.2 
o.3 
).8 

4.8 
1.1. 

16.2 
1.6 
7.5 

20.3 
18.9 
19.3 
6,)1 

2.0 
4.) 
•1.2 
2.) 

16.0 
1).2 

27.0 
!),.(, 

~0.6 
19.8 
12.? 
12.0 

7. 7 
8.) 
2.6 
7.6 
I .. H 
1. 7 
3.1 

25.0 

7 ·" 2.5 
10.0 
15.1 
l.S 

20.2 
2.0 

).) 
l..4 
2.3 
6.9 
9.7 
5.e 

2),6 
10.7 
s.s 
9.8 

1o.o 
4.9 
4.2 
6.3 
6.3 
6.4 
S.7. 
7.9 
2.1. 
3.1 
7.3 
7.0 
5.5 
3.3 
2.4 
7.1 
1.5' 
2.6 
7. 7 
2.9 
5.1 
).9 

19.1 
7.2 
5.0 
3-7 
loll 

4.2 
5.6 

12.2 
~.2 
4.S 
0.4 
).9 

6.9 
2.1 

16.1 
),0 
8 • .) 

20.3 
20,6 
1!1.6 
8.S 

1.9 

"· 7 l.l, 
3.0 

1.6.3 
9o1 

2).5 
5 .J 

1'/.l 
w.o 
u.l, 
10.5 
8.5 

10.0 
~.8 
7.9 
M 
2.) 
?.9 

22.3 
'}.'} 
2.4 
9.2 

1),8 
2.1 

10.9 
2.0 

2. 7 
2.1 
2.4 
s.? 
s.L 
(>.4 

2$.1. 
11.) 
s.s 
s.o 

22.6 
6.0 
).6 
8.6 
8.J 
4.6 
8.1 
2.1. 
2.3 
).5 
7 .) 
5.4 
L.? 
1.2 
2.) 
/l.~ 
2.0 
1.7 
9.1 
J,l 
4. 7 
4.~ 

17.7 
2.5 
7.2 
).1 
4.9 

!,.S 
7;0 

19.1 
2. 7 
7.J 
O,b 
).6 

8.1 
2.9 

17.7 
J,(J 

11.2 

28.2 
2l -~ 
2J,S 
9.6 

•• 1 
!i.O 
1.6 
.J,9 

17.S 
6.J 

~0.8 
W,2 
l ll .o 
17 .s 
ll. $ 
7.8 
s.J 
b.O 
~. 7 
7 .6 
3.8 
2.~ 
).1 

t2.6 
10.$ 
1.1 
?. :t. 

l.li. J 
~.o 

10.5 
2.8 

n.a. 
2.2 
).2 

n.a. 
20.1(lo) 
11.0 
24.8 
10.) 
6.9 
1·S 

D.a. 
6.9 
).7 

n.a. 
7.2 
6.1 
8.2 
1.0 

n.a. 
4.1. 
8.6 
7.2 
).0 
1.8 
5.7 
6.7 
7.1 
2.0 

12.2 
s.o 
L.8 
8.1. 

16.2 
).) 

n.a. 

"·" 9.1o 

4.4 
8.6 

19.1. 
2.7 
6.7 
0.7 
3oh 

; 

8.7 
1.8 

ll.J 
4.8 

u.o 

)7.0 
28.7 
18.1. 
u.o 

2.6 
5.6 
6.4(1.) 
5.S 

:U..L 
!).) 

20.8 
l.0.7 
16.2 
n.a. 
13.4 
9.6 
6.0 

11.9 
a.a. 
6.0 
2.7 
3.) 
).7 

21.9 
11.7 
8.) 

14.2 
19.5 
1.7 

21:7 
.).S 

Tot:::l 

.,.,,. .• 1 

• Eo~~atu.--u 3381 3782. 398h 45~0ph97JJ92(}~l8"9g ~~o~~~~~~~;?:l.}~,~:.~r~~· 1!.~1r~~W '-!J' ... ______ .o..:•w..:L~ze~~.-. ______________ _ 
NOTE• The debt ·~nice rat.io 1•, by 1taelf,. l"A.t.hel" inade~IAt.e indicator or thl!l ,.,,.iflHIPI'" " " of" r:manlry'" d~ b t.. prr,\d """ MIIII.Y nUttlr r.u: lt" •••• ··-~.·~· h<h .. t.he et.llb111ty •'ld d1•erat.t1cat.1m ot u. CCW'It.r '•. ort •tnaot.ur. 

the proopecte tor fUture grovth, the utent to whlch· i.Jiporto can be ,...duc~d v1Uwut •M•r•>l y orf ,u:tlnr ouo·r"nt pruolur tllfl, t.l1• tl'"Ot• l'l'f•fll• ttl U• • cebt wtLhndinlo t.he doe of !oroiift uchonp re,.rYOa and1a.~bla ' 
compeneat.ory finMcing tac1lit1eo, ann the deM oen-ico M>cor<l of tho country. Fnr thl• r•oo<>n,,l,nl.rrnotlo•ool oo .. porlllfU or lloht •••••\ee reYM ...., l.,.lted •••nine, 

(1) f:l<copt vherft otherwioe indir.oted, include• oll gnodo and oonlcno. Dot• tar 10.., "C>IJnl.rl•• """ t••rt. lollr rntlmol.r.l. 1 
(2! ~ecituee o! opedol 010110 tary uronl!"11ente pecuHar to eruntriu euoh " th•••• the d~ut nor•lco rotlo 11\Jo\ h4 r•M~rolwd w\\h •ore tholl 11-•••\ ••"• lA 1 ihe e.-Jnt,.,•a a.rt.ernal financial eitolaUon, 
( 1 l:•r"rto o.f ,,,~·lo ""11• · I 
(h r-•~>1 ~ • l '•,t •·"'lll• fM till~ ~ ·••• ~·tl•rl, ) 1 1 ' ~- 1'"1'"""1.1• ' 

p, ,\'~ ~~~·~r: ~; ~ :~ ; · ~ ;: , ~ \~,\:' ~\~\~ ~~ ~::;\ .!: ; \~·: ~~.; ~·~~"' '"''•~ lt'l~t ~~~~~., .. 11 '"'- '"'' I'~~TI ht~t••'"'' t~>~"-''''"""' 

IX:!liO!'fiC AND SOCIAL DATA DI VISICH 
ICOiO!'fiC ANAUSIS • l'R<:\IECTI<:WS DEPAR'DIDIT 

nBRu..ua a, ~7J 

"' 

t.r.rr~ 
~"'\6'-' I 

}906 

y l b{ 7 
~<Z't.~\ 

'3~7(;, 

b~~o 

rq ?3 
v 

(, <('1 

~ 

- ' -



' . 

I ' 3 .. 
• • :- · t ... . ... 

i 1 
l . • • .. ···· ~ --~ . .... . 

I 

11 

. ~ 

. ,. .. ' ... ' 
Nr. Robe.rt S. HcNamara • . ,February 7, 1973 

Denis .R1.ckett 
·,I. 

: .. ... ., :. ",. .. ~ ( ' 
': . '. ~ . ! . 

Driofs for D:tccus.sim.ltl '~ith the UK and 'German. Cover.nm~nts on the 

Ji'our~~_I::_~ml0pinh~_;.1t o~: I~\ ...... --------------- ---- - -

Attac~v::!d belc~-1 ar~ hrtefs for the discussion,; 'N'ith the UK and 
German ri()vr~l.'"n~li?.Tl.t:n on tlH! I'ourth RcplE'!ni~1hment of IDA . 

2. These dj_s Cl.t:1sioi.\S ~;ill 'ba pnr.ticularly opportun~ cm•rh1~ as they 
do not 1o·ng lH~·forc th8 seco·nd r:J.ect:tnr, of t!v.:! D~nuticg in London on 
·Harch 13th. Th~ li~1.2. ta~~en l -:y. the Britfnh nnd the C~rrrt~n repr.csP.ntatives 
may ~;rell have an important effect on the outco~e of the mcatin8 • 

3. Tile meE:'ting ·N:f.ll hav3 sar.vcd its purpose if :f.t ... helps to l~ep 
the interest of govcr.r:-11nents focussed on the isnU(:! and if some. pro?,ress 

·is TT\~ r'l8 in buildJ.nR up support for a replenishment of InA as close as 
. pos:::dhle to the tarr;~t figur:c of $1500 mlllion . 

·.4. At pr8sent the prospects of rloing this are not good . Ue are 
likely to get further ~lpport from the r:~thcrlands Co'\.•ernment . 'fhe 
Canadian?_. also r.:n:r. be hcJ.pftil partict,ln·rly after ;rour discussion ~vith 
the Canadi.an 1·tin:!.stcrs in th~ firnt ~·7cc.k :i.n ~rarch . But there is not much 
pros1:>ect of conc0.rted action by the norr!ic group. Dennark nnd l'!oli,T::tj' arc 

· friendly hut Sueden is h.oldiTJ:.C back 'until the Board discussion on IDA 
lcna.ing polic.ies han taken plnce, and J?inland (r:l-ot. very im?ortant anyway) 

. is in finnnc.i.al ,·:if fo! cnl~t.i..~_.3_. J1o pniticular ·su:>port can be expect ad from 
the :erer{ch and Vf;ry little from the .l3cT~V.ans and the Italians . 

, . 
5. The Uni.ted 8tat~s Hill eith~r re~en"e itt; r>o·gition an they did 

.. 

in Pur:ls ·or l ~w.y even, un H:r. 'I:Jolcl~.cr sn::;.rft57:.itecC~t your luncheon, sa.y that 
they are. not prcp::\r<~d to rccon".'!1.cn.d to Conp.rcss a fi.gurc a.n hi.gh C'.s has been 
suggr:~s ted. 

6.. A· ::;rent clc~l, th~~rQfore, mn.y turn on th~ nttituda of the nr:ttir:;h 
and qerr.1~"1 ('.,(1VerD:.18nts • · If they ">1oulcl t[!kl1 a porJ:ttive line. su~!)ortent1y-
the C c.\n~'ldi:mg· ·nnd the Dutc~1 ~ i. t ls p'onn:Lhle that the Ja.pnneac, the 1Jorwec;im1s 
nnd t1v:~ D:'ines mi?ht be ~nco'llrngcd to join them. This mir,ht have some 
infl u6rice oil the \.Tr:.i ted S tnte~. 

7. Unfortun.:1tcly, bot}l the ·nriti~:, nnd tl1c G~rn.-'ln9 arc inc11.ned to 
hD.ng lHlCk· on th~ lr;-.vcl of t'f.1c rc?lcnisln!lnnt. bcc:J.u3e of p;rcoccn:.'ntions a )Ot1.t 
their nhare. 'J.1,.r~ British hn.v~~ told u'J t'hnt they are afraid tnnt if t 1ny 
support n l~vcl · X')r t~H~ replenishment h:i i?.'1er thnn thnt ultimately ar,rced 
wron. t,.1iG may r~~Judice t!.:e i1: claim to a reduct:l.oTl in the ·U:·: r:hare. 
Similn:rly' the Cr:>rmnnFJ told t!.G in nonn thnt if '{10 Here askinr; them to 

) a o an i r n n H i ·:'A 



,' I • .. 

- 2 - "February 7, ~9 73 

8. In hot~1 c.t:1.sns I eur;gest that our object Abould be t ·o pcr9uade 
the nr1 tir.;ll nnd t1t~ Gt~. on.ns to su~,port a hi:\h lcvnl for the renl~n:t~;b~ent 
addinp;, :ti e1ey ~lls:,, thnt th:ts is 'subject to. their hcinr~ sati3ftcd Hith -
t E-:i ccc--r:i1:orinbo!:E -f1.,-;-(~_sl1"nr.c. - -I thi:n.k you . cou.fd--voint . o-\.\tto 1)oth the. 
J~r.i.ti8h a:-:d the Cer.nan'1 that uhut: is ev-cntu::llly de.cidcd about their share 
:f.g not l:lk.r!l:'.t in pr.nc·t:tce to he m·uc~\ infl~cnccd hy the ltno Hhich th~y 
take nou on the le·\.roJ~ of . repl0.nini~rn~nt. \-Tiw.tt?.ver they soy, if the c.1ccision 

• j_c ev~ntunJ.ly in f:nvo-r of e. h~.~_r.':1 f~t~urc, the Dr.itish c1nj_t1 to n reduction 
· in th~i.r sb.are Hill be 9tren~thcn;.:d ond the c .. ·:.n-ra.'lns uilJ. he ln a b~·tter 
• pogit:ton to r·~~3ist n.rr.y con9ide-r<.tble incrc::wo :tn their ~h.nre. The converse 
is also true. · 

9. I'i1 opcc.1d.n~ to th~ J)r.lt:!.s:~h !' you r'\:tr~~1t ~~~mit'\~. then thet if they 
at·c conc~r.nt~d nhcn:~"; t~~n:i.r h::t.l:m~d .oi pnyr-1~ntr; they nl'.onld be in fnvo~ of 
a hir;h · totnl "Ji1atever:,. ":rithin 11H:its ~ their nho.re ;_s. Thia :ts becnune the 
UK nhnr0 in IDA procurP-rr•.e.nt is still not f:a1: belo't-T 20~~: 

10. !rt di:Jc~t:Js:ton with t!te Germans, I t·Yould ny~clf ~oubt ~1~1~~ther it: 
':\T'oul<1 b~ u:i.r::c t:o t>'l~~r.n them . too hnrd at thi~.J a tnr.:e to ~1.ncrean~ their shnr~ 1 

e·yccpt on t:u~ r:.s~;u·.~pt ·.ton tl1nt th("!. level of r0.pl~ninht':1-cnt "::rill be rn.uch low?.r 
t1Hln t:u.~ tnrz,~.~t fi~ure of ' ~;1500 n:1.1lion.. T.h~ ~tronr;est ar9:u~~nt for nn 
~tncre~~'1~ i~1 t~·,o G~nJ~n contribution to Ij!A i.G ·the fnct thr.rt t'l'=!ir · total 
O.D" """"1 • .c0yoo·..,~...,C'"' l.·~ "''Ot: .. ,.~.,.....,. 0 0()(~ ( 3t~~' O.:it-: ('?:<:J) 0n 1·1,,... ·o .... ""~r h!"'ni" t'-i~ .t:l i-'~ .. L ,.~..t:. u .. .. ;.,_ . .... ~ J., ve&. J 1~, ...&. •.,. y/g • ·.r;.p • ~ ,. 4 ,_:: i,.. 1t.:.. . ... ,,.., . J . 4J t.J. c,. 

is ahout the :1Vf~!"<lf~B f ror the D.~.\C ccuutri~'3, m:.1d they pl::tr~. to i::.cr~ .1.:1c their 
. ODA by an ~·t"lera~e a~1·•.1ual · rat~ of: 111;. 'He (~Stimnta . tht=tt: on thi:1 hnc;is their 
ODA perccnta~o "~ou1c1 be .·33 by 1975 nnd .S0 . 1)y lJGO, still 'dell short of 
the 0. 7~; tn.rg~t rccor.nnended in t~H~ strate~y for the Second DevcloprJ.ent Decnde. 

11. They. nta.y, 11p~-H~ver ~ po1_nt out th::1t nt 2~~ ... the pcrc~.ntage. of their 
nid go:i.ng through T:Hlltilrttornl :i.nsti~ution~ iS "..Tell above the target level 
of 20i.:,_, 

12. ·The Ccrm:)n.G h.nve. so fnr r~sir;tcd pressure f. rom the Hrj.t:f.sh to 
· :tnc-rca'Jc thei.r ~~1:rrc~. \le u~1dr~rat:-n'ld that ~. r. Giscnrd d 'r.:::ttain.f1 ir; li1~cly 

to nur,zcst to H~rr ;)chmitlt th<.~t ·~~lore gboulcl be· an ic.crr~nnc i.n tJ.1c German 
share. It secws ~airly clear that this uill l)c done to dJ.scour:Jr;e the 
Germans from comin~ out in f:.-~vor of too hi~h a level for. the totnl replcni~h
~nt. lf so, 't..re . do not ·"t·ra·nt to play into the hands of the French on this. 

. cc: ·Hr. Adler I 
,.. 
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CURRENCY CHANGES AND THE FOURTH 
IDA REPLRNISHMENT 

. ,. 

Two questions affecting IDA IV arise as a result of the 

currency changes this week:-

(i) Should the negotiating target be revised 

upwards by the full amount of the devalua

tion of the dollar; 

(ii) What will the effect of the changes be on 

the willingness of the various contributors? 

On the first point the alternatives are either: 

(a) To continue io ask for .$1500 million 

recognizing . that this is equivalent to 

$1350 million in predevaluation dollars, 

or 

(b) To increase the taTget hy 11\ to $1650 

million. 

The answer tb the second question is that since for the 

majority of the Part I countries their currencies have appreciated 

against the dollar by some 11\, the payment of any given amount in 

. : 
.•; 
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dollars '"ill be that much easier than before. It is true that 

the appreciation of their currency against the dollar will 

ultimately lead to some worsening of their balance of payments. 

For the present, however, this should be outweighed by the fac t 

that any given amount of their currency is now worth 11\ more 

in dollars. 

The main exceptions to this are the US and the UK and to 

some extent also the Italians. 

In the long run the devaluation of the dollar should 

strengthen the US balance of payments. In the immediate future, 

however, they will have to make further maintenance-of-value 

payments to IDA on our existing dollar holdings, and if we raised 

the target from $1500 million to $1650 million they w~uld say 

that this merely makes the target more unrealistic than ever. 

For the British any given sum in dollars is now approximately 

5\ cheaper in sterli~g. They might not, therefore, be happy if 

we wrote up the tar~et by 11\, the full extent of the dollar 

deprecta.tion.. 

Finally, the Japanese will have to put up fewer yen to 

meet any given dollar amount and this should make them a more 
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willing contributor. They may well urge, however~ that the 

floating upwards of the yen is bound to affect their balance 

of payments adversely and that in any event they should be 

under less pressure from the United States to correct the. 

imbalance in other ways - e.g. by exporting capital. 

CONCLUSION 

I£ the point is raised we might say:-

(a) That we have not had time yet to assess fully 

the implications of the new exchany.e rates 

for the IDA negotiations; 

(b) That the immediate consequence would be that 

the amounts previously discussed would have 

to be raised by 11\ to make them the same in 

new dollars as in the old; 

(c) That for the· majority of the contributors 

whose currencies haye appreciated against 

the dollar this should not in itself lead 

to any change in their ~osition; 

(d) Some important donors. however, especially 

the US and perhaps also the UK may be in a 

different position. It will be for them 
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to say how the changes which have taken 

place will affect their attitude to the 

amount both of the total and of their 

share in the replenishment. 
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NOTE ON THE STATUS OF THE SDR LINK FOR 
DISCUSSIONS ITH U.K. AUTHORITIES 

Provision for the allocation of Special Drawing Rights (SDRs) 

was ~ade in the amendment to the Fund's Articles~ of Agreem~nt which 
, . , ... ~ .. ... 

became effective on July 28, 1969. There have so far been three SDR 

allocations-- on January 1, of 1970, 1971, and 1972 --aggregating SDR 

9.3 billion ( US$ 10.1 billion equivalent), of which ab~ut 67% has been 

allocated to IDA Part 1 members. The Staf£ of the IMF explored wi~h its 

members the possibility of an allocation of SDR 3 billion for calendar 

years 1973/74, with an "interim link" in which the developed coWltries 

(excluding the United States) would transfer their allocations to the 

Bank to be used for development purposes. The response to the i:a.foriT:3l 

staff initiative was negative. T.h.e idea of a link in--this form was 

not pursued .further when it was decided that no allocation would be 

made on January 1, 1973 because of tfte opposition of some major countries, 

including Germany, which argued that there was already an excess of inter~-

national liquidity. 

In his 1972 Annual Meeting Speech, Mr. Barber said: ,. ,.. 

I have very considerable sympathy -vri th the desire of those 
couptries which advocate such a link. aut I do feel that 
it needs extremely careful consideration in the context 
of a genera l reform of the Gystem. The arrangerr.ents to 
provide such a l.i.nk would h.ave to be ·part of that wider 
reform and ~vould. have t o be consistent with its objectives 1 

not least because, if they were not, that would probably 
i tsel.f frustrat ed: the prime purpose of providing extra real 

for developi 1g cou.Yltries •· 'ftle would have to make 
uch scheme was not inflation; \ . that it 

f r 

metj 

in a system for some form of lin!c. 

I 
I 
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The ~ese~Tations expressed by the U.K. Government regarding 

a "link11 arrangement are bas'ed in large part on concern about its pos-

sible in.fla~ionary effects. Those who are concerned. about the in

flationary effects of a link arrangement argue ~long' tlie ·· following lines~- · 

since the objective of a "link" arrangement is to increase· dev~lopment . 

spending, rather than to build-up reserves as in the case of a standard 

allocation, this sort of arrangement is more expansionar,y than the al-

location ·of the same amount of SDRs to countries across the board. Even 
. 1/ 

though this is true, the draft of a Report by the I NF Staff,- which is 
.. 

to be submitted to the I11F Board shortly, states that "the amounts 

potentially involved, though varying somewhat acco~ding to countr,y, 

would in general constitute an infinitesimal part of the aggregate 

demand for the products of the countries concerned: for example, a 

developmental -allocation of $1 billion, spent in its entirety on - the . 
; -

exports of developed countries, would be unlikely to add.more than 1 

per mille to the deman~ for the output of any one of them". 

According to the · I11F Staff the present status of thinking 

regarding the fllink 11 is as follows: some }dud ""of speciaL treatment 

for LDCs in SDR allocations is like~; · although neither the I~W Board, 
" 

nor the Committee of 20, have focused on this issue, the best· guess is 

that the outcome -of the "link" discussions w'ill ' be some fo.rm of direct 

allocation to LDCs in addition to the amounts determined by their 

present quotas and that the international financial institutions (IFis) 

are also like~ to get a share of SDR allocations. It is quite certain 
~ 

that any "linkr' allocation wo~d initially incre,.A.se IDA reso·urces 

]j IMF; "Allocation of SDRs and Financing of Economic Development," 
Draft 1/19/73. 
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by some amount ~d \iOuld not be a SUbstitute for the present sys·tem of 

contributions to IDA. M:>reover, it is virtually certain tpat any "link" 

arrangement wo ot become effective until 1976 at the earliest. 

In recent discussions, the I}W Staff h~~ enqlilred about what 

use the Bank would make of resoUrces that may be available to it as 

the result of a "link" . On the basis of preliminary a.!alyses under-

taken by the Bank Staff, it seems that the Bank could consider committing 

f the resources on intermediate terms, and part on IDA terms, if 

the terms on which it receives "link" resources are appropriate. It 
._, 

would be desirable at this stage, particularly in order to secure the 

widest possible support for a "llnk" arrangement w~ch provides. resources 

to IFis, to avoid saying that the Bank would commit all "link" resources 

on intermediate terms. 

. , ,.. 



TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara DATE: February 14, 1973 

Bernard R. Bell · 

Questions that Might Be Raised on Zambia, Kenya and Mauritius 

1. This :is in response to your request through Denis Rickett for 
memoranda on questions which .Richard Wood might -raise about Zambia, 
Kenya and Mauritius when you meet him in London. 

2. I am attaching a memorandum from Bob Dean on the present status 
of the civi~ works contract on the Kariba ·North project in Zambia, and 
a memorandum from Roger . Hornstein on Kenya. We do not anticipate any 
questions with regard to Mauritius. 

3. On the Kariba North matter, I would add only that I do not believe 
we should ask the Zambians to go through the process of complete conven
tional international bidding but rather should follow the second course 
of action indicated in paragraph 6 of Mr. Dean's memorandum. We believe 
that a considerable amount of time could be saved in this way and that 
the losses which will result from delay in completion of the project will 
be significantly smaller. It would probably be even faster if the Zambians 
were simply to select a single firm but I do not believe they should fol
low this course of action for two main reasons. The first is that prices 
which a single selected firm would quote would probably be very high; the 
second reason is that we would be exposed to serious and valid criticism 
if Impregilo, which was not among the original bidders, was selected in 
the face of the fact that several of the firms which were among the five 
original bidders have already indicated an interest in undertaking to 
complete the work. We have communicated this view to the Zambians by 
telephone and plan to reiterate it in writing. 

4. In connection with Zambia, Mr. Wood may also ask whether we have 
supplied any member of the six-man technical team which is assisting the 
special mission consisting of four members of the United Nations Security 
Council in assessing Zambia's needs in attempting to maintain the normal 
flow of traffic. You will recall that just before you left you told me 
that Mr. de Seynes of the UN had telephoned you asking that we supply 
one member of the six-man technical team,. and you asked me to deal with 
the matter. We have supplied one member, Mr. Stanley Hayden, who is a 
transport specialist on our staff in Nairobi, and who is apparently an 
experienced and mature individual. For your information, I believe that 
there is some question in the minds of some people in the Bank as to the 
wisdom of our doing this. On balance, I believe it was right to do so 
although our action is not necessarily a precedent for the future. 

BRBell:ea 



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

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara (through Mr. B.R. Bell) DATE: February 13, 1973 

FROM: 

SUBJECT: 

Robert M. Dean~.~~" Director, C.P. II, E.A. Region 

Zambia: Kariba North Project 

l. This mem'orandum summarizes the events that have occurred" since 
my last .memorandum to you of December 1, 1972 and ·our discussions in 
Zambia in November. 

2. On December· 1, 1972 Mr. Morrell, the · Chairman of Mitchell Con-
struction, visited the Bank. Representatives of the Zambian Government 
were present during the discussions. Mr. Morrell repeated in general 
terms his earlier statements to the effect that costs · were running higher 
than had been anticipated and causing financial difficulties for the com
pany. In answer to his question we explained that the Bank could not make 
a loan to the Mitchell Company and we urged that the · company and the Govern
ment proceed quickly to · try to negotiate a modification of the original 
contract. 

3. Between December 18 and 28, at the request of the Zambians, talks 
were held in London to revise the main civil works contract~ · The Bank 
attended at the invitation of the Zambians. The talks were inconclusive. 
On the basis of his internally audited statements, the · contractor sub- · 
mitted claims for project costs ·incurred up to December 31, 1972 amounting 
to K16 million. After scrutiny, he agreed- that his total costs for work 
up to December· 31, 1972 were about Kl2 million. On December 27 the Zambians 
offered in writing to pay ·100% of all costs ·actually incurred by the con
tractor up to · December 31, 1972, and to proceed· after December· 31·, 1972 
essentially on the basis of the original contract "with appropriate increases, 
on the basis of the judgment of the consultant, in unit prices. Under the 
terms of this offer the total cost of the contract would have risen to 
approximately K26 million (compared with the original cost of K20 .• 5 million). 
The contractor neither accepted nor rejected thi~ offer . but presented · a 
counter-proposal which would have increased the total contract cost to 
K32·. 5 million. This proposal was not accepted · by the Zambians so that the 
talks ended without conclusion. 

4. Further talks were held between· the contractor and the Zambians 
in Lusaka on January 8 which produced no progress, and between the con
tractor and the Zambian High Commission in London on January 16. In those 
discussions the contractor offered another proposal which would have brought 
the total contract costs to approximately K29.5 million. This proposal was 
not accepted by the Government. 

5. On February 1, 1973 the contractor (Mitchell Construction) went 
into receivership. We understand that the · receiver does not plan to 
continue work on the contract. Although press reports have implied 
that the financial difficulties of the contractor stemmed principally 
from losses on the Kariba North · project, there is some doubt that this 
is correct. The figures we have indicate · that the contractor's out
lays on the Kariba North · contract through December 31, 1972 
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were approximately Kl2 million while his actual cash receipts on account 
of the contract were Kl0.8 million. This suggests that the contractor 
was very thinly financed and may have been suffering losses on other con
tracts as well. 

6. Obviously there will be claims and counter claims to be settled as 
between · the Mitchell Company and the · Zambians. The immediate task, how
ever, is to select ·a new contractor and conclude a new contract so that 
the project call: go forward. We. had for some months . been urging the Zambians 
and the contractor to · reach a new accommodation since it was our judgment 
that this would result in more expeditious and less costly completion of 
the job than if, at the initiative of either party, the work of the Mitchell 
Company was to be terminated. We had urged this more emphatically during 
January when the difference between the proposals of the two parties had 
narrowed to approximately K3 to K4 million. In January, after we received 
informal reports that the Zambians were talking with · an Italian contractor, 
Impregilo, we wrote to KNBC indicating that we did not believe it would be 
in their best interests, or acceptable tous, that they ·simply select a 
sin.gle new firm and negotiate a new contract with that firm. We indicated 
that the two acceptable courses of action appeared to be either complete 
new international bidding or inquiry to· the original unsuccessful bidders, 
and perhaps one or more firms not among the original bidders, and solicita
tion of offers from those firms which expressed interest. We also urged 
at that time, · and since that time, that the Zambians consult with · us· about 
the course of action to be followed. They have not yet done so. 

cc: Mr. Chandran, Engineer, P.U., E.A. Projects 
Mr. Morse, Division Chief, P.U., E.A. Projects 
Mr. H.N. Scott, Legal Department 

DJordan:BRBell:ea 



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

OFFICE MEMORANDUM 
TO: Mr. Bernard R. Bell DATE: February 13, 1973 

FROM: Roger A. Hornstein 

SUBJECT: Kenya 

1. You inquired yesterday as to what Kenya matters Mr. Richard Wood, 
Minister for Overseas Development of the UK, may raise in a forthcoming 
meeting with Mr. McNamara. 

2. We are not aware of any major issues which might be pending between 
Kenya and the United Kingdom or between the UK and the Bank regarding Kenya. 
During a recent canversation in the Foreign and Commonwealth Office on East 
African matters, I had the impression that Kenya-UK relations are now in 
an extremely cordial phase. As you know, Britain is still, in an absolute 
sense,~~gest donor, and, although its share of total external assis
tance to Kenya is declining, it is an important provider of capital aid and, 
even more particularly, of technical assistance. 

3. We have two prospective operations in which the UK has an interest. 
The first is the Second Livestock Development Project, which would include 
almost the entire beef subsector development program for the next five years 
and which is estimated to cost about $50 million. The ODA have indicated 
that they might be interested in financing part of the program, particularly 
the livestock marketing aspects. We expect to follow this up in the near 
future. We have also appraised a Third Tea Development Projeet, in which 
the Commonwealth Development Corporation has indicated its intention to 
participate in the financing of both the field and facto~ aspects. 

GSKaji/RAHornstein:nff 

cc: Mr. Lejeune 



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT t. 
1818 H Street:,N.W, Washington, D. C. 20433, US.A. 

&ea Code 202 • Telephone - EXecutive 3-6360 • Cable Address - INTBAFRAD 

February 15, 1973 

Sir Denis Rickett 
c/o Kindness of Mr. S. Rangachar 

Dear Denis, 

I was a bit puzzled by our telephone conversation and think 
perhaps you got Ceylon and Pakistan muddled up. We intended proposing 
a program loan for Pakistan during this fiscal year; I would not at this 
moment of time wish to be precise about the amount. However, I have had 
several discussions with Pakistan about my ideas of how to proceed and 
apart from a routine suggestion that the allocation of IDA funds should 
be increased they seem quite content. 

On the other hand, Ceylon has written to me (I received the 
letter the day before yesterday) asking for a $20 million program credit. 
Previously Critchley had rung me up with the same proposal and I suspect 
that ODA had made this suggestion to the Ceylonese Delegation when it 
visited London ten days ago. Unless we are to depart radically from 
the principles according to which we made program credits there would be 
no justification for one for Ceylon. Critchley who had seen the report 
we circulated to the aid group made this point himself and should have 
by this time given London my reaction. I am enclosing a copy of the 
paper which McNamara might wish to glance at. 

Best wishes. 

Yours sincerely, 

1~-V'-
I. P. M. Cargill 

Attachment 
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Memorandum to Sri Lanka Aid Group 

1. The Report "The 1973 Economic Outlook for Sri Lanka' (47a-CE) 
dated January 23, 1973, is circulated for your infonnation. A first 
draft of this report was already circulated to the members of the Group 
on December 26, 1972. The focus of the report is on the budget for 1973, 
and on the outlook for the balance of payments. 

2. As regards the budget, the report draws attention to the fact 
that substantial new revenue measures were taken, yielding about Rs. 400 
million on a net basis which is about three percent of GNP. In major 
part, .these additional revenues will, however, be absorbed by the expansion 
of current expenditures, so that only a modest amount of public savings 
will be available for investment. Furthermore, the realization of these 
savings is contingent on ver.y favorable assumptions regarding both capital 
inflow and international commodity prices in 1973. As regards the latter, 
a substantial upward revision has now become necessary. The balance of 
payments aspect of this new information is discussed below. The budgetary 
burden of these price rises is likely to be heavy, perhaps in the order of 
Rs. 200 million. As a consequence, unless external assistance on the scale 
indicated below is made available, even the level of capital expenditures 
proposed in the budget for 1973 may not be realized. 

3. Since the report was prepared, the Govermnent of Sri Lanka has 
taken the following additional measures to raise revenues: (a) an increase 
in the price of flour by five cents, expected to yield about Rs. 45 million, 
(b) increases in the prices of petroleum products, and (c) reduction in the 
sugar ration from 2 lbs. to 1 lb. per head per month. In combination, the 
Government expects these measures to yield about Rs. 100 million of addi
tional revenues. Some offsetting factors might somewhat reduce the favor
able impact of these measures on the overall budgetary position, but they 
constitute an element of improvement in fiscal policy and domestic resource 
mobilization. 

4. Since the report was prepared, additional information has also 
become available that makes it possible to evaluate with greater accuracy 
the impact of rising international prices for major commodities on Sri 
Lanka's balance of payments in 1973, and to indicate the level of aid that 
will be called for to avoid substantial disruption of the economy. 

5. Average CIF prices prevailing in 1972 for rice, flour, wheat and 
sugar are compared below with present forecasts for 1973 prices, based in 
part on new contracts recently concluded. The quantity of import require
ments is also shown; they involve only few changes compared with 1972, such 
as a reduction by seven percent in the case of rice, and an increase by 
eight percent for flour. The difference in the dollar cost oi' 1973 imports 
of these conunodities at 1973 prices compared with 1972 prices now turns out 
to be much more substantial than was thought to be the case when the import 
allocations, shown on page 15 of the economic report, were prepared. 
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Rice 
Flour 
\-Jheat 
Sugar 

Total 

Imports 
(000 tons) 

1973 

246 
300 

93 
200 

- 2 -

c,i.f. Prices 
($ per ton) 

86.34 
106.84 
62.00 

174.83 

134.04 
148 .oo 
108.96 
256.80 

1973 Cost of ImEorts 
(us$ million) 

1972 1973 Difference 
Prices Prices 

21 .2 32.9 11 ·7 
32.1 44.4 12.3 
7.6 13 ·3 5.7 

34.9 51 ·3 16.4 

95.8 141 .9 . 46.1 - -
6. The cost increases for the four major food i tams result in an 
additional charge on the balance of payments of about $46 million in 1973, 
resulting in a total cost of about $142 million. A minimum total allocation 
of $50 million is to be added for all other essential food items. This is 
the same amount as during the last several years, although the composition 
has changed. Items such as onions, chillies, green grams and canned fish 
were put on a banned list, whereas other items such as dairy products, pulses, 
dried fish, etc., increased in quantity because of population growth, as well 
as in prices. 

1. The total cost of imported foodstuffs will thus be about $192 million 
compared with an original allocation, shown in the economic report, of $155 million. 

8. Original import allocations for other essential items (textiles, drugs, 
fuels and fertilizers) will not be affected in a major way by new price develop
ments. Given the extreme shortage of foreign exchange that can be foreseen the 
Government is cutting the allocation for textiles by almost half, leaving only 
$5 million compared with an annual average of $22 million in the last five years. 

9. All other imports, including machinery and equipment, averaged about 
$156 million in the last five years. The original allocation of $137 million 
for 1973 thus constitutes a minimum to sustain the operation of manufacturing 
industry and maintenance of activity in service and other sectors, particularly 
since the 1972 allocation had already been severely compressed, and import 
prices have been going up as well. The resulting total import requirement is 
shown below: 

Imtorts 1972-1973 
US$ million) 

1971 1972 1973 
(Actuals) (Estimates) (Original (Revised 

Estimate) Estimate) 

Foodstuffs 139 164 155 192 
Textiles 17 10 9 5 
Drugs 1 8 8 8 
Fuels 32 34 37 37 
Fertilizers 15 17 24 24 
Total Essential Imports 210 233 233 2qb 
Other Imports 166 133 137 137 
Total 376 366 310 403 

:::::.-=::: -- - -
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10. The implications of this for the balance of payments are very 
substantial. On the basis of all other assumptions being unchanged from 
the Government's balance of payments projections (no change in the export 
outlook, project aid disbursements, and a positive transfer from IMF) the 
requirement of commodity aid disbursements has to be increased from $59 
million, as shown in the economic report, to $92 million. Assuming, as 
was done in the report, that the major part, perhaps $28 million, of the 
end-of-year pipeline of about $33 million will be available for disburse
ment in 1973, the amount of additional disbursements to be generated by 
new conmitments will be in the order of $64 million. With traditional 
techniques of commodity aid financing, such a level of new disbursements 
will be possible only with immediate new commodity aid commitments well 
over $100 million. 

11. Sri Lanka's balance of payments problem thus is reaching in 1973 
crisis proportions more severe than appeared to be the case at the time of 
the Bank mission's visit. There are no alternatives except to ask the 
members of the Aid Group to very substantially step up commodity aid from 
past levels on an emergency basis. Additional aid from non-members of the 
Group is not in sight; exchange reserves are negative; and possibilities for 
expanding the scope of suppliers 1 and trade credits are limited. · 

12. As noted in the report, the Government's fiscal efforts at mobi-
lizing resources for economic development have been quite limited in relation 
to the magnitude of the problem Sri Lanka faces. Yet it needs to be pointed 
out that the adversities arising in the external sector, under the impact of 
cumulative price developments in the outside world, have hit the country on 
an unprecedented sc9le. While Sri Lanka's major exports continue on a long
term declining price trend, her import . prices alreaqy went up substantially 
in 1972, and the additional loss in excess of $50 million arising in 197 3, 
on account of these tenns of trade movements, is worsening the country's 
financial position sufficiently to make it extremely difficult at this stage 
for the Government to do much more than has been done in the field of resource 
mobilization. The amount of resources lost through international price move
ments in two consecutive years probably has far exceeded the total resources 
that the Bank economic mission one year ago thought should be mobilized 
domestically with a drastic fiscal effort to be undertaken by the Government. 
In the light of this, a ·reasonable development effort by the Government could 
now be expected only if emergency balance of payments support would be forth
coming on a sufficient scale to offset the steep deterioration in the terms 
of trade. Of the total new commodity aid requirement calculated above for 
1973, a major part could in effect be considered to represent compensatory 
fina.n cing. 

January 25, 1973 

I. P. M. Cargill 
Vice President, Asia 
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BASIC DATA 

Population: 1972 

Rate of growth ( 1965-72) 
Population densit7: (per sq. km.) to total area 

to arable land ( 1964) 

Gross National ~roduct: (1971) 
(at current aarket Ptices) 

Rate of gl-ovth at constant prices · ( 1971) 
Rate of growth at constant prices (1966-1971) 
GNP per capita (US$ equivalent) (1971) 

Gross Domestic Product at Factor Cost (1970) 

Of which (%): Agriculture 
Manufacturing 
Construction 
Transport and Communication 

. Trade 
Other Services 

% of GNP at Market Prices (Official Estimates)!/ 

Gross investment 
Gross savings 
Balance of paym,nts current account deficit 
Investment income p~ents 
Government revenue 

Total money supply 
Time and savings deposits 
Bank credit to public sector (net) 
C~rcial Bank credit to private sector (gross) 

Public Sector Operations 

Government current receipts 
Government current expenditure 
Surplus/Deficit · 
Government capital expend! ture 
Total external usistance to public sector (net) 

External Public Debt (US$ million) 

Total debt outatanding (including IMP' drawings) US$ million 
Debt service ratio to export earning& (excluding 

IMP' repurchases 
Short-tena Debt (leas than 1 year) US$ million 

Balance of P!J!ents (US$ million) 

Total exports 
Total imports 
Cbrrent invisible& (net) 
Bet current account balance 
Increase in exchange reserves (-) 

Commodity Concentration of Exports 

Tea, rubber, coconut products (3 maJor exports) 

Exchanse Reserves (US$ million) 

Liquid Balances Abroad 
IMP' drawings outstanding 

External Financial Assistance {US$ million) 

Total gross disbursements 

.!2.R 
rest.) 

321 
366 
-13 . 
-52 
-4 

!21£. 

85% 

ill.?. 
(June) 

1.9 
99 

1972 
(est.) 

58 

13 .1 million 

2.3% p.a. 
200 
3,033 

Official Estimatea!/Mission Estimate 

Rs. 12 ,'677 million 

$ll0 

Rs. 9,856 million 

34 
15 
6 
9 

13 
23 

!2.ll. 

17.2 
16.1 
1.1Y 
1.1 

21.1 

Jul.y 1, 1972 
Rs. million 

2,111 
1,313 . 
2,171 
1,910 

Rev. Estimates 
1971-72 

(Rs. million) 

3,070 
3,053 

17 
910 
317 

June 19I2 

618 
1972 ~est.) 

18% 
71 

!2ll. 

330 
376 
-7 

-59 
-24 

. (Average) 
1961-TO 

15.4 
12.92/ 
2.5-
0.6 

21.5 

Averye Annual Chan~ 
1961-1971 

5.3 
13.4 
11.3 
10.0 

Averye Annual Change (%) 
1960/61-71/72 

6.6 
7.3 

Irregular 
5.3 

25.0 

January 1968 

304 

-1 
2 

1970 ~ 

335 321 
392 446 
-20 -11 
-77 -142 

-5 54 

1261-66 (Averye) 

93% 

19Il 1212. 1969 1261-66 
{Average) 

2.7 4.4 2.6 14 
85 88 105 29 

1971 ..12IQ. ili2. 1968 

a631 63 69 56 

!J Due to inconsistent use of exchange rates in nation&! accounts, exports are wnervalued, and the share of 
imports, investment, and savings in GNP are overstated. 

~ For 1971 about 4 percent after correction for exchange rates, and about 6 percent for earlier years. 
~ Including $25 million free foreign exchange loan from China. 



SUMMARY AND CONCLUSIONS 

i. The economy of Sri Lanka had been profoundly affected by the 
insurgency in calendar year 1971; production of major crops declined, and 
investment activity reached a low point, particularly in the government 
sector. Real income per head declined by about 1.5 percent. 

· ii. In 1972 some recovery of production would have been possible, 
but drought conditions affected the output of paddy as well as tea and 
coconut, and hence exports. This was offset only in small part by production 
gains in onions and chillies (whose imports had been banned) and other mino~ 
·crops. In industey, considerable improvement in the operation of some · 
pUblic sector firms (textiles and tires, notably) was in large part offset · 
by decline in others, and in the private sector. 

iii. Activity in the private sector remained depressed. The Government 
has no nationalization program but the level of confidence remains low under 
the cumulative impact of the Busines:s Acquisition Act of 1970, the Estate 
Control (Transfer and Acquisition) Act, and new measures to impose ceilings 
on personal incomes. _ 

tv. Overall investment in 1972 has not yet recovered to the pre-
insurgency level, and is still lower in real terms than in 1969 both in 
the private and public sector. Private consumption has also declined in 
real terms during this period; only public consumption expanded at a 
rate of about 4 percent a year. .Part of this took the form of military 
expenditure. 

v. One of the most pressing problems is open unemployemnt which 
was about 13 percent in 1969, and as much as two-thirds for young people . 
under 24. The situation has deteriorated since then, and the number of new · 
jobs created in 1972 was even less than in each of the two preceding years. 

vi. Given the poor prospects for revival of private investment, the 
key to development in Sri Lanka is capital formation in the government 
sector. To raise sufficient investible resources, it is imperative for 
the government to generate public savings, which have been n·egative in the 
last few years. 

vii. There was some improvement in fiscal performance in, 1972 compared 
with 1971, but not sufficiently to arrest or reverse the declining trend 
in public capital formation. Projections for 1973, prior to the presentation 
of new budget proposals, indicate a renewed sharp expansion of current 
expenditures by about 15 percent or more than 3 percent of GNP. The main 
elements in this increase are (a) debt service, (b) large compensation for 
losses in public corporations, and (c) an increase in the cost of the food 
subsidy. Revenues, however, on the existing tax base, would increase only 
2 percent, with a resulting enlargement of the deficit from Rs 114 miilion 
in 1972 to about Rs 350 million. 
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. . 
viii. The 1973 Budget was presented on November 10, 1972. It contaia8 
new · tax measures . to increase re·.;enues as well as expenditures; on a net 
basis, the new measures will yield. about Rs 400 million of new resources; 
.the result is expected to be a small current surplus of about Rs 56 million. 
The principal new revenue measure is a change in the rate as well as in 
the coverage of the Foreign Exchange Entitlement Certificate (FEEC) - a form 
of general import surcharge. The gross yield of this is Rs 382 ·million. 
Another step is the withdrawal of the free rice ration from income tax 
payers, yielding Rs 25 million. The remainder consists of various change. 
in excise duty, other indirect taxes, and profits from the sugar monopoly. 
Additional expenditures arise from wage increases, and from Ddnor tax 
adjustm~nts and price support measures for export crops. 

ix. The new budget measures for 1973, although substantial in 
appearance, are insufficient as a basis for a new effort to generate ecooo~c 
development. Public investment in real terms will not only remain well 
below the peak of 1968, but barely recover from the low point reached in 
the last two years. The budget measures also will tend to worsen the 
disadvantages borne by producers of export crops by further widening the 
differential between the effective exchange rate applied to exports and . 
imports. New tax cQDcessions for tea however will attenuate the iDIPaet tor 
te• producers. 

x. Furthermore; the budget estimates are based on extremely 
Qpti~istic assumptions with regard to (a) capital inflow, and (b) prices 
of the main food imports, i.e. wheat, rice and sugar. MOre realistic priee 
assumptions would imply a reduction in import capacity for dutiable item., 
and hence; in revenues through FEEC's, import duties, and turnover tax, .etc. 
The same effect would result from a lower level of capital inflow. In all 
likelihood, therefore, the actual outturn in 1973 will again be a current 
budget deficit instead of the Rs 56 million surplus, and this would aean 
no increaSe in public investment over the level of 1972. The consequence 
.is that the 1973 budget offers no scope for ~proving the outlook for the 
economy. One problem, ·of course, still is the political inability of the 
government to remove the food subsidy, which represents a net charge on 
the budget of Rs 600 million annually. 

xi. On the balance of payments side, exports declined in 1972 by 
2.7 percent and are likely to decline further by perhaps 2 percent in 
1973 to about US$314 million. This outlook is b~sed on the assumption 

· of a renewedslight decline in the price of tea, and a reduction in the 
volume of coconut exports, affected by the drought; this will only partly 
be offset by an increase in rubber exports. 

xii. There is likely to be a considerable increase in the cost of 
food imports ·which are now running at the equivalent of 12 percent of 
GNP or some $160 million. Even with the proposed increase in foreign aid 
disbursements, this would still mean a further . compression of raw materials, 
intermediary and capital goods ·imports. 

xi!i. Gross disbursements of project aid in 1973 are projected at $26 
million compared with $16 million in 1972, whereas commodity aid disbursements 
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are put at $59 ~llion, slightly less than in 1972; but even thia level wiil 
be difficult to aChieve becaua~ hardly more than halt of this will be avail
able from the existing pipeline. To generate about $31 million from new 
commitments appears difficult even if large new commitments of -at least $60 
million are made very early in the year. Finally, the government also assumes 
that new drawings from the IMF of $25 million will more than offset repurchase 
obligations of $20 million; this is still be negotiated. 

xiv. The current debt service ratio is about 18 percent; given -the poor 
balance of payments and econo.tc development outlook, foreign aid to prop a 
relatively desperate situation should be on very lenient terms. 



INTRODUCTION 

1. On the political front Sri Lanka has been relatively quiet since 
the disturbances of April 1971. A number of the youths involved in the 
insurgency are still under detention, but there have been no flare-ups of 
activism since. In order to bring about a greater degree of confidence in 
the Government's intentions to promote economic development, the budget. for 
1972 had originally included proposals to generate sufficient public savings 
to enable the public sector to assume a greater role in capital formation 
and employment generation; the budget proposals w~re, however, watered down 
in response to political pressures. Eve~ though the current budget deficit 
in the event was reduced quite significantly in 1972, public capital 
formation remained well under the level of the year preceeding the 
insurgency. 

2. The government is present'!y trying to improve its position by . 
calling on the high income groups to make sacrifices and attempting to 
insulate the working population from adverse economic developments. This is 
in spite of the fact that the amotmt of private 'W'!alth that can be 
squeezed is not significant enough to make much of a difference in the 
economy. and that, from the point of view of economic development, the choice 
is be~een a big effort involving a collective sacrifice by all sectionS of 
the community and no development. 

3. The attitude just described of emphasizing sympathy with the 
masses is causing the government to take, or propose, measures that will tend 
to further reduce incentives for higher income groups to work productively, 
while continuing to provide free or subsidized food to the population, the 
~oat of which to the government keeps increasing, thereby preventing suffi
cient resource transfers from consumption into public investment. The · 
new budget for 1973 expresses this attitude and this result. :. 

TRENDS IN PRODUCTION AND GROWTH 

4. Real GNP advanced by less than 1 percent in 1971. In major part 
this is attributed to disruptions caused by the insurgency, but in agriculture 
the setback was further amplified by the effects of falling prices of 

· export crops. Taking account of the deterioration of the terms of · trade, 
there was a decline in real income per head in 1971 by about 1.5%. 

5. Value added in agriculture shrank by 0.6% in 1971, mainly because 
of a 17% decline in rice production and a decline in the output of rubber by 
about 10%. The contribution of the construction sector to GNP also 
declined by 8%, and the slowdown in manufacturing, already noticeable in the 
previous year, continued, wi·th a rate of growth of only 3. 3%. Wholesale and 
retail trade also declined in 1971, while other services, including ~litary, 
increased by about 9%. · 

6. After the reestablishment of law and order, conditions for crop 
production were restored and agricultural GNP in 1972 would probably have 
increased appreciably were it not for the drought that affected main crops 
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such as tea, coconut and paddy. The increase in production of rice is likely 
to be rather modest from 64 million bushels in 1971 to 67 million bushels 
in 1972. This compares with the 1970 record crop of 77 million bushels, and 
a target _to produce 87 million bushels in 1973. 

Export Crops 

7. Production of tea is likely to decline by about 5% in; 1972 from 
the level of 480 million lbs in 1971, which had been a good year both in 
terms of weather and in the sense that tea had not been significantly 
affecte4. by the civil disturbances. This year's decline is entirely due 
to the drought; in terms of exports, the volume decline will -be offset by 
an improvement in price, caused, in part, by increased offt&ke by Pakistan 
and lower supplies from Bangladesh. It is not exp~ted, however, that the 
current high average price of Rs 2. 76 per lb will be maintained itt 19'73'. 
Export earnings from tea in Rupee terms should be slightly higher in 1972 
compared with 1971, at about Rs 1,200 million, but owing to the dow~ard 
trend of Sterling, they will be somewhat less than fn 1971 in Dollar terms. 

8. The decline in the price of rubber has had the effect of dapress-ing 
the growth rate of total output that should have been expected from the 
coming into tapping of high-yielding varieties planted earlier, because of 
reduced tapping of marginal trees. Nevertheless, exports in 1972 should 
be perhaps 10% higher in volume compared with 1971, but with approximately 
the same Rupee value of Rs 300 million owing to the lower price, and ~th 
a lower value in terms of dollars. 

9. Coconuts, the third major export cotmnodity, is a:lao· affected 
by the drought, and earnings fram exports are expected to decline. Detailed 
estimates for export crops and projections for 1973 are given further on 
page 14. 

Grbs~ Domestic Product in 1972 

10. With the setback in major crops through adverse weather, agriculture 
as a whole is not likely to grow by much more than 3% in 1972, in spite of 
considerable advances in minor crops, such as cinnamon, fruits, onions and 
chillies. Imports of the latter two were banned, causing extteme price 
increases, and the effect on domestic production ' is beginning to show. 



I I 

;· 

- 3 -

Estimates of GDP 1969-1972 
(million Rs constant 1959 factor cost) 

1969 1970 1971 1972 jJ_ 

Agriculture 3,276 3,395 3,375 3,480 
Mining 55 65 67 70 
Manufacturing 1 '260 1,335 1 '379 1,400 
·Construe t ion 520 '598 550 595 
Other 4,273 4,388 4,485 4,605 

Total GDP il.:. 9,384 9, 781 9,856 10' 150 

% change from previous 
year 4.7 4. 1 0.9 3.0 

l! Tentative Mission estimates based partly on 
information from the Ministry of Planning and 

.Employment. 

!l:.. GDP data as shown tend , to understate the contri- · 
bution of export crops because their value is . 
converted into domestic currency at the par rate 
which is substantially different from the effect
ive exchange rate. . Hence ·, the ·GDP growth rate 
is overstated whenever exports stagnate or 
decline, and vice versa. If the corresponding 
adjustments were made, GDP growth in most years 
would be less than shown a~ove. 

. . . I 
11. Construction activity in 1972 is likely to recover, at best, t~ 
the 1970 level, after the decline last year that had been due to the civil 
disturbances which caused 'disruption of investment activities of both the 
Government and the private sector. Consumption of cement has increased ! 
this year, of course, but the stagnation of the construction sector between 
1970 and 1972 is consistent with the fact that total capital expenditure 
from the Government budget is at the same level, in nominal terms, in 1972 
as 

1 
in FY 19 69/1970, and much less in real terms • At the same time., there 

is no change in the tendency, already noted last year, for private invest
ment to decline, due to _the generally unfavorable investment climate and · 
continued uncertainty about the Government's attitude towards private 
investment. 

12. The continued decline in the growth of the manufacturing sector 
to a rate of only 2% in 1972 conceals a recovery and considerable expansion 
of output in some of the public corporations in 1972, i.e. in the case of 
textiles, tires, tiles and chemicals, while production declined in some 
others, as well as in the private manufacturing sector. · No progress is , 
apparent in doDJestic ·sugar production in spite of large excess capacity. 

. ) 

I . 
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13. If GNP growth in 1972 turns out to have been only about 3% in 
real terms, as seems possible at this point, it would tmply that it had 
still not recovered to the 1970 level on a per capita basis; and given the 
deterioration in the terms of trade, per capita ~eal income will have further 
declined in 1972. The situation would have been better if the year of civil 
disturbances had not been followed by a year of bad weather. One can 
conclude that if the weather is better in 1973 there would be room for some 
tangible improvement, particularly in agriculture, so that real income per 
head would again begin to increase somewhat. However, there are no signs 
of massive improvements in rice production, partly because of the drought, 
along the lines of the rice self-sufficiency program: and, if private 
investment continues to stagnate in agriculture and shrink in non-agricultural 
activities, no basis can be seen for the economy to enter a phase of 
significant expansion, unless capital formation in the public sector reaches 
an ent.irely new level both in terms of quality and of quantity. 

Savings and Investment 

14. It appears from the estimates of national expenditures that total 
gross capital formation in 1972 has not yet recovered, in current prices, to 
the 1970 level, and in real terms has hardly increased from the depressed 
level of the previous year. In terms of net average change between 1969 and 
1972 in current prices, investment increased 1.5% a year, and .private 
consumption by as little as 3.3% a year while public consumption expanded 
by as much as 9% a year. 

15. Total national savings appear to have increased slightly in 1972 • 
. Th~ investment rate in 197 2 appears to remain lower than in the. three years 
prior to the insurgency. The resource gap has come down, if one may judge 
from net foreign borrowings, to the vicinity of 4% of GNP compared with 6% 
in earlier years. 

16. As will become evident in the discussion of the budget in the next 
chapter, the pattern of national expenditures should not be expected to 
change much in 1973. Capital formation by the government is planned in the 
new budget to expand somewhat from the 1972 level, the increase amounting 
to, perhaps, 0.5% of GNP; the whole amount of this increase is equal to the 
amount proposed to be generated by additional foreign capital inflow. 

17. As regards private investment, estimates are not available yet 
for 1972 but there is evidence that it continues to stagnate. Recent 
legislation, including the Business Acquisition Act of 1970, the Estates 
Transfer and Control Act, and the Land Reform Act of June 1972, have had 
a cumulatively depressing effect on private enterprise. A few Government 
takeovers of business companies have discouraged private investment in this 
se!Ctor, and investment funds turned towards residential building construction. 
An'other scheme has since been worked out by the Government to impose ceilings 
on disposable personal income. This measure is likely again to act as a 
limit to the productive use of private savings or as a· deterrent to their 
generation. .Recent proposals advanced in Parliament to nationalize some 
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of the remaining private foreign companies act as a counterpoise to attempts 
by the Government to define areas where private foreign investment would 
be welcome. New private foreign investment, to the extent that it is 
forthcoming, may increasingly take the form of partnerships with the Govern
ment sector, as in the case of a recent Japanese project to produce 
ceramic ware for . export. Domestic private capital, however, as noted 
earlier, remains under severe constraints. 

Employment 

18. Unemployment is one of the most pressing problems facing the 
Government of Sri Lanka; open unemployment in 1969/70 was estimat~d to have 
been over 560,000 or 13 percent of the labor force. Given the even much 
higher rate of .unemployment of 65% in the 15-24 age bracket with 10 years 
of education, it. is clear that unemployed educated youths have come to be 
a major political problem in the country. 

19. In 1970 the Government had formulated a crash employment program 
to create 200,000 new jobs at a cost of Rs 200 million; however, owing in 
part to lack of practical implementation, and partly to the insurgency, not 
more than 4% of the target could be achieved, and the program was given up. 

Annual Increments in the Number of 
EmEloied ( '000) 

Average jJ_ Estimate 
1963-69 1970 1971 1972 

Agriculture 37 23 23 22 
Manufacturing 13 25 25 15 
Construction 11 10 -4 8 
Other 17 49 50 45 

Total 78 107 94 90 

1.l For the 1963-69 period the item "other" may be understated 
(and agriculture possibly overstated) · because of a ·large 
item "Not Elsewhere Classified" that appears only for 1963 
and which in the above computation was included in "other" 
(See Appendix Table 1.2). 

20. As can be seen from the above figures, not much progress is being 
made in any part of the economy towards greater employment, the least in 
manufacturing industry, and with an estimated net annual accrual of new job 
seekers of 120,000 the unemployment rate continues to increase. 

Economic Development 

21. For reasons of internal politics, as well as pledges made to the 
electorate, the Government is very largely preoccupied with distributive 
issues. It was hoped that given the downward drift of the economy and the 
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actual shrinkage, in the last few years, of the total income per head that 
was available for distribution, that the Government would feel compelled 
towards a concerted effort to bring about a re,versal of this trend. 

22. While there are various possible courses of action to bring about 
such a change, the political structure and orientation of the Government 
limit such action very largely to the Government sector and make public 
investment the key to economic development in Sri Lanka, although in the 
medium and long term agricultural development could be greatly tmproved 
also by appropriate changes in price policies. On both these points, last 
year's economic report made some extensive comments; in particular, the 
report outlined a type of fiscal effort which·, if tmdertaken in the coming 
year, could be considered adequate to lay the basis for improved future 
development. 

23. Basically, the fact would have to be accepted that with the 
staggering proportions of the country's unemployment problem, those who are 
employed have to be considered a privileged class and should be called 
upon to make a degree of sacrifice in terms of immediate real income for the 
sake of an immediate increase in overall production and employment. In 
effect, of course, the unemployed are today a ~eal burden on those employed 
in one ~ay or another, and to the extent that a savings and investment 
effort was successfully undertaken, the sacrifices would have the effect 
of generating development and employment beneficial to all, rather than 
carrying the unproductive task of tending the unemployed. 

24. In terms of magnitude of a fiscal effort that would constitute 
significant progress, it was suggested in last year's report that in 
addition to covering the gap between the Government's revenue and current 
expenditures, an improvement in public savings in the order of Rs 600 million 
should be contemplated. One way of achieving t his would be the removal of 
food subsidies - total net subsidies on rice, wheat flour and other food 
items cost the Government Rs 600 a year, but other possibilities would also 
exist. 

2'5. It is clear that the major impetus to development will have to 
come from the Government, and the primary precondition for ~e Government's. 
ability to generate such an impetus is the ability to raise sufficient 
investible resources. Henc~, the great importance, one again, of the Budget. 

GOVERNMENT FINANCE 

Developments in 1972 

26. As shown on page 8, fiscal performance turned out somewhat better 
in 1972' than had been projected by the budget. On a twelve month basis, 
revenues have probably increased about Rs 280 million (roughly 10 percent) . 
over their FY 1970/71 level. This favorable revenue performance was mostly 
the result of improved collection machinery, e.g., for the Business Turnover 
Tax. 
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27. Current expenditureS by the Government increased' by a modest. 4% 
over last year (including advance account payments), after they had gone up 
by 10% in 1970/71. The slowdown was achieved through greater control 
exercised by the Treasury, a slight reduction in military expenditures from · 
the previous year's record level, and by a shift in the procurement of rice 
from domestic supplies to imports as a result of a domestic crop shortfall. 
As is well known, given the exemption of rice from the FEEC, the nominal 
price of imported rice is well below that of domestically procured rice. 

28. Overall, this made for a marked improvement over 1970/71, with 
the current account deficit being reduced from Rs 284 million to about 
Rs 114 million. A large part of the improvement is, of course, due to 
recovery from the year of insurgency; yet this recovery was at best partial. 
Public savings remained negative, and 1972 capital expenditures were lower 
than in the two years prior to the insurgency, even in current prices 
(Appendix Table 5 .• 1). They were, of course, much lower still in real terms. 

29. The overall budget deficit (current deficit plus capital outlays) 
is somewhat smaller than last year, totalling about Rs 990 million. As 
shown below, the reduction in the overall deficit is more than offset by 
the combined fall in foreign and non-bank domestic loans, and by the end of 
the year will probably cause domestic bank borrowing to rise by about 
Rs 60 million to about Rs 156 million. 

30. The conclusion can be reached from the financial results in 1972 
that fiscal performance has ·somewhat improved if compared with the previous 
year, but not nearly enough to mobilize any public savings for investment -
with the result that the Government has not been in a position to arrest 
or reverse the declining trend since 1969/70 in public capital formation. 
This result could already have been expected when e.g. the original 1972 
budget proposal to increase the price of wheat flour was immediately withdrawn 
in the face of opposition in Parliament. 
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Summary of Government Finance, 1970/71-73 
(in Ddllion Ceylon Rupees) 

1970-71 1972 Bank 

(Actual&) EstimatesL! 

Total receipts 2657.9 2939.0 
Current expenditure 2833.0 2901.0 
Advance account operations 108.6 152.0 
Current account deficit (-) 

or surplus (+) (1-2+3) -283.T -114.0 
Capital expenditures 799.6 875.0 
Total deficit (net) (1-2+3+5) 1083.3 989.0 
Financing of the deficit (net) 

Foreign finance /2 346.4 317 .• 3 
Domestic non-market borrowing 140.5 40.0 

· Domestic borrowing from nonbank 
sources 491.7 475.5 

Cash balances 11 • 1 
Domes tic borrowing from the 

banking system 
Central Bank -160.9 ) 
Co11111ercial banks 254.5 156. 3) 

1973 Budget 

Eatimates13 

3599.8 
3444.0 

100.0 

+55.8 
973.1 
917.3 

342.3 
50.0 

425.0 

100 ·.0~ 

1! These estimates take into account the delay in collection of revenues 
to a tune of Rs 95 million arising from the self assessment of income 
tax which have been assumed to accrue in 1972 but would now be available 
in 1973 • 

./.l:_ Includes Rs 112 million which are shown by Sri Lanka authorities as . cash 
balances but which are in effect commodity counterpart funds. 

/3 If the delayed collections referred in footnote 1 are added, revenues 
would be correspondi~gly increased; but this is likely to be offset 
in major part by additional expenditures not taken into consideration 
in the budget • 

. The Setting for the New 1973 Budget 

31. The most striking feature of the Government's projections of its 
1973 revenues and expenditures made prior to any new fiscal measures is 
the renewed rapid expansion of current expenditures. They were projected 
to rise by Rs 437 million or 15 percent. At the same time, revenues were 
projected to increase by less than 2%; of course, given the state of the 
economy, a near stagnation of revenue from the existing tax base is not a 

. surprise. 

32. The "normal" trend increase in wages and related fac.tors accounts 
for about a third of the projected increment in expenditures. MOst of the 
balance is related to three factors: (a) Interest payments on public 
debt are estimated at over Rs 500 million, compar~d with about Rs 390 

'.•· 
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million in 1972; this reflects mostly the past few years' reliance on ·high 
domestic borrowings; (b) larger transfers to public corporations to cover 
their losses, in the amount of over Rs 70 million compared with ·Rs 20 million 
in 1972; and (c) an. increase in the cost of food subsidies, mainly caused by 
a shift back to more domestic rice procurement. These projections do not 
adequately take into acco-unt recent increases in import prices. 

33. The pre-budget official projection of the current deficit at 
Rs 351 million should be adjusted for the likely shift of Rs 95 million of 
income tax receipts from 1972 into 1973; this :gain for 1973 will be partly 
offset by an adjustment in the estimate for advance accounts. With theSe 
adjustments, the 1973 deficit on current account would still be well in 
excess of Rs 300 million i£ no new measures · were taken to increase revenues 
or reduce expenditures. 

The 1973 Budget Estimates 

34. The budget was presented on November 10 and it has passed through 
the second reading in Parliament. It contains proposals for raising 
substantial additional resources, as well as some additional expenditures. 
The new measures involve about Rs 513 million of gross additional revenues 
(see table on page 10). After taking into account reductions in certain 
taxes and additional expenditures, in part directly related to the revenue 
measures, the budget is to generate net additional resources of about Rs 400 
million, or close to 3% of GNP. 

35. By far the most important step is the change in the rate of Foreign 
Exchange Entitlement Certificates (FEEC) from 55% to 65%, accompanied by a 
broadening in the FEEC coverage of imports. 1/ On a gross basis this would 
bring additional revenue of Rs 382 million, according to the budget estimates; 
since part of this is paid by the Government itself for its own imports, an 
amount of Rs 65 million (not including Rs 22 million on account of sugar 
imports) is to be deducted to arrive at net additional FEEC revenue of Rs 317. 
million. 

1/ All imports are henceforth subject to FEECs; with the following 
exceptions: rice, wheat grain and flour, infant milk foods, fertilizer, 
pulses, dried fish, coriander, cummin seed, books, newspapers and 
periodicals, two-wheel tractors, implements and spares, and packing 
materials for exempted items. These items account for approximately 
33% of total merchandise imports; of this more than half is for rice 
and flour. (On January 1, 1973 drugs were moved back to the exempted 
list also; the expected revenue loss is Rs 9 million.) 
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Sri Lanka: New Budget Proposals, 1973 

Revenue (Rs Million) Reductions in Expenditures (Ra Million) 

Foreign exchange entitlement 
scheme 382.0 Economies in capital program -10o.ol! 

Excise duties Withdrawal of ration books 
from taxpayers - 25.0 

- on cigarettes 
- on malt liquor 

Sale of arrack or alcoholic 
beverages 

Improved enforcement of income 
tax 

Business turnover tax 

new proposals 
- improved enforce~ent 

Levy on motor cars 

Profits from the sale of sugar 

35.0 
6.0 

4.0 

17.0 

24.0 
18.0 

10.0 

33.0 

Increase in E!Penditurea 

Rebat:e on tea 8.0 

Guaranteed price on rubber 10.0 

· Guaranteed price on eoeoaot 
oil 18 .. 0 

Increase in wages for govern-
ment employees 30.0 

PEEC payments by government 
departments 65.0 

Loss of Revenue Total new Exp!hditures 106.0 

Tea ad valorem tax adjustments -16.0 

Total New Revenue 513_. o. 

This amount is reckoned as an element of underexpendil:ure in .capital 
expenditures and as such is not taken up for computation of the net 
mobilization effort. 

36. The second important step is the withdrawal of the free rice 
ration from income taxpayers; the importance of this . measure is· not so 
much from income savings that will result from it - the nubber of income 
taxpayers is less than 200,000, probably half of wbotn are ·~orderline" tax
payers who will be allowed to continue to draw the ration, and the resulting 
budgetary savi~gs are estimated at only Rs 25 mill~on - but rather the fact 
that it represents a first, if easiest step towards withdr~al of free 
and subsidized food supplies generally, an absolute imperative on which, 
from an economic point of view, there is no disagreement. 

t 
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37. In addition to these two principal steps, a number of additional 
measures are taken in the field of both revenues and expend! tures, as shown 
in the table on page 10. Some of the additional measures are self-explanatory 
such as changes in excise duties and in turnover taxes. Tax relief is 
provided for export crops like rubber and coconuts. The levies on motor 
cars is a once-for-all charge. Finally, the increase in the profit on sugar 
is to result from the Government's freeing of its sales o.f white sugar while · 
raising the price from Rs 1.50 to Rs 2.50 per pound. ]_/ 

38. The Government has also announced a scheme to increase the price 
of paddy per bushel by Rs 1, but this amount is to be utilized by the farmers 
on a mandatory basis for deposit in a superannuation program; the operational .·· 
aspects of this program have not yet been worked out, but could lead to an 
increase by at least Rs 20 million in expenditures in 1973. Such an amount 
is not, however, included in the budget estimates; in principle it could · 
be borrowed back by the Government in the same way as borrowings from the 
Employees Provident Fund. 

39. The net total effect of the 1973 budget proposals is in the 
amount of Rs 400 million, resulting in a putative current surplus of Rs 56 
million. Creditable as the new resource mobilization effort appears; the . 
result will in ujor part be absorbed in increased current expenditures by 
the Government. 

40. As far as. the capital budget is concerned, a reduction in the 
financial coat of public investment is postulated to be achieved of Rs 100 
million from the initial projection of capital expenditures of Rs 1073 
million, by soliciting local political participation in local infrastructure 
undertakings in the form of voluntary labor; this proposal is seen as part 
of a plan for decentraliza~ion of some of the public investments. · Capital 
expenditures for 1913 are thus put at Rs 973 million and the overall budget 
deficit at Rs 917 million, slightly smaller than 1972. In summary, the 
1973 budget as presented purports to achieve a modest measure of public 
savings for the firs·t time since 1969, and to increase capital expenditures 
by about Rs 100 million or 11% in current prices (excluding non-monetized 
capital formation) which would mean a modest increase also in real terms. 

Assessment of the 1973 Budget 

41. Considering that economic development in Sri Lanka, as noted, 
depends to an exceptional degree on the performance of the public sector, 
and that a reversal of the downward drift of the economy would have called 
for a rather massive shift from public consumption to public investment, 
the 1973 budget is clearly insufficient. Public investment in real terms 
will not only ~ remain below the peak of 1968/69 but barely exceed the average 
of the last three years; it is therefore difficult to see how a new impulse 
for growth should originate from public expenditures in 1973, and in terms 
of attacking the awesome problem of unemployment, the budget does not suggest 
much hope. · · 

]_/ It is reported that the price was lowered again on December 18 to 
Rs 2.00, cutting the revenue effect by half. 
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42. The budget also affects resource allocation. The increase in the 
FEEC rate somewhat reduces the imbalance be~een the demand for imports and 
the availability of foreign exchange. At the same time, however, it increases 
the imbalance in price incentives as between production for the domestic 
market on the one hand, and the treatment of tea, rubber and coconut on 
the other. The FEEC is a tax borne in significant part by the producers of 
the three main export commodities. This tax has now been raised, and this 
is bound to further weaken the position of these three sectors, on which 
Sri Lanka still depends for 90% of its exports. 

43. In assessing the 1973 budget some reservations have to be made · 
also on the realism of achieving the estimated revenue level and current 
surplus. One might mention in passing that the budget makes no allocation 
for the cost of the land reform, probably on the expectation (perhaps · 
realistic) that its execution will not commence in 1973. MOre fmportantly, 
the budget has been built on very optimistic assuptions concerning overall 
imports, particularly overall non-food imports, and also concerning the cost 
of food imports. 

44. 'lbe overall value of imports is assumed to rise very slightly in 
dollar terms from $366 to $370 million, and more in rupee· terms (the rupee 
having depreciated vis-a-vis the US dollar, by about 14 percent since 
July 1972). ·Projections of customs duties and of FEEC revenues are dependent 
on this rise. Given the priority granted to food items exempt from FEECs, l 
any ·compression of the overall import volume is bound to fall entirely on 
dutiable imports and to affect budget revenues disproportionately through 
import duties, FEEC receipts, sales tax, turnover tax, etc. A similar 
effect would result from an increase in the actual cost of food -imports 
within a given total import figure. Yet the overall import volume appears to 
have been projected quite optimistically, notably assuming not only a 60% 
increase in disbursements of project aid, but also a Rs 400 million ($59 
million) disbursement of commodity aid, which would be difficult to achieve 
in the best of circumstances since not more than $33 million are scheduled 
to remain in the pipeline at the end of 1972. Of course, these aid 
assumptions are also reflected in the capital budget. The import program 
on which the current budget is based also assumes a net drawing of $5 million 
from the IMF, as against the now scheduled repayment of $20 million 
equivalent. 

45. Even if total imports reached the $370 million level as fores-een 
in the foreign exchange budget, which is doubtful, the portion to be spent 
on food may be higher ·, thus leaving less for items subject to FEECs and customs 
duties, and thus reducing the revenue base. This is because the rise in the 
price of foodgrains, which occurred over the past few months has not been 
adequately taken into account in the budget. While it is conceivable that 
the international price of rice might decline again somewhat in the latter 
part of 1973, the price of wheat and flour is likely to remain at an 
exceptionally high level. A 20% rise in the dollar prices ~f cereals -
and this is much less than what has already occurred - would raise the 
cost of these imports by about Rs 90 million, thus raising the cost of food 
subsidies by an equivalent amount, and also, by imposing an· _equal compression 
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of non_- food imports, reducing PEEC revenues by over Rs 60 million. Further
.,re, the price of imported sugar is alSo much higher than estimated, which 
is bound to adversely affect the budget. 

46. In short, the budget postulate of a Rs 56 million current surplus 
is contingent on very favorable developments in the area of -foreign aid, 
and on almost impossibly favorable ones in the area of import prices. 
Without such developments, the fiscal situation is bound to turn out much 
worse than estimated in the budget. 

47. Yet th-e budget is far from lacking merit. The task of mobilizing· 
public savings in Sri Lanka . is a staggering one; even to prevent a widening 
of the deficit is a remarkable performance. The real problem is that 
there is no further scope for revenue measures which do not touch the living 
standards of the ·"masses", while current expenditures seem set for further 
rapid expansion. Revenues have long been chasing expenditures with a lag, 
therefore their potential benefit in terms of savings, investment, and devel
opment is always lost. At the pace at which expenditures are growing, even 
the eventual removal of the food subsidy, which in any case will be inevit
able sooner or later when resources are exhausted, will then no longer lay 
the ground for future improvement; this will hardly make it more acceptable 
politically. It is worth reflecting on the fact that, had each of the past 
few years' new revenue •aaures been taken a year or two earlier, or been 
accompanied by a stabilization of current expenditures, they would have raised 
savings instead -of just cutting deficits, and would have led to ren~ed · 
iuves tment and ultimate recovery. 

BALANCE OF PAYMENTS OtiTLOOK 

Exports 

48. Total merchandise exports, expressed in u.s. dollar values, are 
expected to decline in 1972 by 2.7%, and in 1973 by another 2%. This is 
entirely due to unfavorable price movements for major export crops, except 
that in the case of tea, prices reached a high point ·in 1972 (offset by 
drought-induced supply shortages) from which they are expected to decline 
again in 1973 with increased supply of tea from Bangladesh, and that a re
duction in the volume of coconut exports is forecast for 1973. A summary 
of export projections is shown below; export values are expressed in Rupees 
and are slightly increasing in both 1972 and 1973; this apparent discrepancy 
is explained by movement in the Sterling/Dollar cross rate. 
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Exports 1971-73. 
(Million US$) 

1972 1971 
Actual Estimate 

Total 

191.6 
51.8 
46.1 
49.2 

338.7 

Volume (million lb.): 

456 
285 

1004 

190. 6. 
46.9 
34.4 
.49.2 

321.1 

440 
320 

1100 

1973 
Forecast 

178 .• 5 
47.6 
32.4 
55.3 

313.9 

.. 465 
340 

1000 

49. The continued adverse movement in the terms of trade is, of 
course, at the root of Sri Lanka's economic predicament. A measure of the 
problem is given by the fact that both exports and imports in 1972 are 
smaller in Dollar values than ten years ago, and, of course, even smaller 
in real terms. Not only does the stagnation of export earnings make for 
a severe limitation on the country's import capacity, and, hence, its 
economic development, but the underlying price movements also ,act as a dis~ 
incentive for expansion of output of major export crops, unless new 
incentives are created by Government. Some incentives are·, in fact, being · 
provided by the Government but they ar e small if viewed in the light of Sri 
Lanka's substantial currency overvaluation and t he fact that most imports 
are now priced into the economy at an effective exchange rate of over 
Rs 11'/US$ compared with the export rate of Rs 6. 78 1 I. The effect of this· 
on exports is obvious as exemplified in the above table. 

Imports 

50. Imports of food have averaged about $160 udllion p •. a. in the 
last five years. About $80 to $100 million of this was ~lly fpr 
wheat (including flour) and rice and another $1.5 to $30 million .for sugar. 
Food, on average, was 41% of total merchandise imports. ·In 19.72, .the 
percentage appears to be somewhat higher than in the preceding years, mainly 
because of higher levels and prices of wheat flour and sugar imports. For 
1973, the Government expects a higher level of domestic rlce output and a 
reduction, consequently, in imports with t he result that total estimated 
food import requirements will be $155 million, or slightly less than the . 
past average. It appears, however, that difficulties in procurement of 
rice imports in 1972 caused the Food Commissioner to almost entirely run 

1J Since the visit of the mission, green tea has been moved in to the 
FEEC market, but given the smallness of the quantity involved, the 
effect will be insignificant. 
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down existing stocks, and that if these stocks are to be replenished, 
imports of rice in 1973 might, in fact, have to be higher than in 1972. 
Furthermore, the recent rise in foodgrain prices does not seem to be 
adequately reflected in the estimates. 1/ Given these price rises, foodgrain 
imports might rise· to about $90 million, and total food imports to .over $180 . 
million, unless domestic consumption is reduced. 

I~ort Projections 
(U. S. $ million) 

Allocations 
1968 1969 1970 1971 1972 197-3 

Foodstuffs 164 152 181 139 164 155 
Textiles 25 35 25 17 10 9 
Drugs 5 6 5 7 8 8 
Fuels 21 29 46 32 34 37 
Fertilizers 18 18 17 15 17 24 

Total Essential Imports 233 240 274 210 233 233 
Other Imports 160 206 117 166 133 137 
(Machinery/Equipment) (44) (60) (66) (57) (n.a.) (n .a.) 

Total I~orts 393 446 391 376 366 370 

Source: Based on Data from . Central Bank of Ceylon and Foreign Exchange 
Budgets for 1972 and 1973. 

51. Such a rise in food imports would leave only about $190 million 
for all other imports together. This would be the lowest amount in more 
than a decade (particularly if the real volume of imports is considered). 
As shown in the table, textile imports are already scheduled to be running 
well below half the level of a few years ago; machinery and equipment imports 
are likely to be similarly reduced. This may, however, not be enough, and 
it might no longer be possible to avoid drastic cuts in imports needed for 
current production. This would in turn restrain production, create new un
employment, and also enhance the scarcity of consumption goods. Yet, the 
overall import level of $370 million in turn is dependent on quite optimistic 
balance of payments forecasts, particularly concerning the capital account, 
as noted below. 

52. For a country like Sri Lanka to be compelled to import food to 
the tune of 12% of G.N.P. is an extraordinary phenomenon, particularly if 
it is observed that for some of the imported commodities the country would 

11 Rice is now being imported under a new contract with Mainland China 
for a price of E 50.5/ton compared with E 30/ton in 1972; raw sugar 
is now ~ported at E 96/ton compared with an average price of E 80/ton 
in 1972; ·· the price of wheat flour is now about E 48/ton compared with 
an average of E 27/ton last year. ("Daily News", -December 27. 1972) 
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have a comparative advantage in producing them domestically, as in the case 
of rice, sugar, fish and spices (the foreign exchange spent on the imports 
of currystuffs alone over the past years has been .more than that for iron 
and steel plus cement combined), and, what is more, domestic sugar mills 
are operating at 20% of capacity, because, given the price that is being 
paid, sugarcane is not being produced in adequate quantity. There is no' 
doubt that, in the longer term, there would be scope for significant improve
~ent in the balance of payments given the right investment policies, and, 
much more importantly, removal of existing price distortions that 'inhibit 
import substitution in agriculture and fisheries. In this connection, there 
is no doubt that some of the steps taken during 1972 are in the righ·t direc
tion, such as the banning of imports of chillies and onions. These measures 
are not, however, on a scale sufficient to set in motion the import substi
tution process just referred to in a significant enough manner, and the 
reduction of the country's dependency on essential food imports vill continue, 
with the present policy setting, to be a very ·slow .process. 

Overall Balance of Payments for 1973 

53. The forecast for the overall balance of payments position in 1973, 
as prepared by the Minis try of Planning, ·is shown below. 'lbe net current 
account position is assumed to deteriorate with an expansion of the deficit 
from $53 million in 1972 to about $62 million. This change corresponds with 
the assumption that in the capital account, net official long-term capital 
inflow would increase from $59 to $67 million. 

Balance of Payments Summary 
($ million) 

Current Account. 

Merchandise 
Services 
Current account balance 

Capital Account 

IMF transactions 
Commodity loans/grants 
Project loans/grants 
Suppliers' credits 
Other, net 

1972 Forecast 
Credit Debit Net 

321 
48 

25 
61 
16 
97 

366 -45 
56 - 8 

-53 

25 
9 52 
9 7 

97 
- 6 

1973 Forecast 
Credit Debit · Net 

314 
48 

25 
59 
26 
92 

372 
52 

20 
9 
9 

97 

-sa 
- 4 
-62 

5 
50 
17 

- 5 
- 5 

54. As far as COlllllodity aid is concerned, current ·estimates indicate 
that there will be only about $33 ~llion of undisbursed CQmmitments in 
the pipeline at the beginning of 1973. Of this amount, perhaps $28 million 
will he disbursed during the year. To generate an additional flow of dis
bursements of about $31 million as implied in the above table, it is 
believed that commitments of at least $60 million would be necessary, and 
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that even with that amount, the gross disbursement target could probably 
not be met unless a major part of new commitments would be made very early 
in the year. 

55. In the case of project aid, the projection implies a considerable 
increase in disbursements over 1972; it appears that all of this result 
is to come from accelerated use of existing loans. On the whole, it would 
not appear that such an acceleration of externally-financed projects by 63 . 
percent would be generally consonant with the modest 11 percent increase in 
the Government's capital expenditure program; however, there is no basis 
for offhand dismissing the possibility of such a selected drive. 

56. Suppliers' credits and others (mainly repayments on Sri Lanka's 
rescheduled obligations to foreign banks) are expected to absorb about $10 
million net. This is probably realistic; gradual reduction of outstanding 
medium- and short-term debt is not only part of prudent management, it is 
also likely to be imposed by the difficulty of obtaining new loans. Whether 
Sri Lanka will be. able to continue with that policy is, of course, another · 
matter, in part dependent on its ability to obtain the expected new commodity 
loans. 

57. As already noted, the Government's forecast for the balance of 
payments also assumes new drawings from the IMF that would more than off
set repurchase obligations falling due during the year and generate $5 mil
lion of free foreign exchange. This is still to be negotiated. 

58. ·It might be said in conclusion, that the above projections for 
the capital account in 1973 incorporate very favorable assumptions with respect 
to official capital inflow. Any shortfall from these assumptions would 
make it necessary for the Government to make a choice between further 
cutting "non-essential" imports (which would no doubt again reduce the 
investment program, curtail current operations of many enterprises, and 
add to existing scarcities as well as unemployment) and taking new, immediate 
and more drastic measures towards agricultural import substitution. 

59. Little scope exists for using foreign exchange reserves, even 
though they appear . to have slightly improved; net foreign assets. increased 
from minus $69 million at the end of 1971 to minus $51 million at the end 
of July 1972; more recent data could not be obtained awing to the banking 
strike which was still in progress when the mission left. 

60. The ratio of foreign debt service payments (excluding credits 
of under one year and IMF) to total foreign exchange earnings is 18 percent 
at present. Given the poor outlook for the balance of payments, as. well as 
for economic development, foreign assistance will serve the purpose of prop
ping a relatively desperate situation, and should be on very lenient terms. 
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Summary of Government Accounts - 1970/71-73 
Financing of the Deficit 
Revenue of the Government - 1970-71 to 1973 
Government Current .Expenditures - 1968/69 to 1973 
Net Food Subsidy - 1970/71 to 1973 
Net Surplus of GOvernment Enterprises - 1970/71 to 1973 

Monetary Statistics 
Analysis of Factors Affecting Money Supply 
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Tabl'e No. 
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1. 2 . 
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3.1 
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3.3 
3.4 
3.5 
3.6 
3.7 

4.1 

4.2 · 

5.1 
5.2 

'5.3 
5.4 
5.5 
5.6 

. 6.1 
6.2 

7.1 
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· Table 1.1 

Population Estimates 

End ot Year Population 

1871 
1881 
1891 
1901 
1911 
1921 
1931 
1946 
1953 
1963 
1964 . 
1965 . 
1966. 
1967 
1968 
1969 
1970 
1971 
1972 

2,400,380 
2,759,758 
3,007,789 
3,565,954 
4,1o6,350 
4,498,605 
5 ,3o6 ,871 
6,657,339 
8,097,895 

10,590,o60 
10,965,000 
11,228,000 
11,439,000 
11,701,000 
11,976,000 
12,270,300 
12,571,900 
12,848,500 

. 13 ,131 , 200 

Sources: 1871 to 1963 and 1911 Department of Census and 
Statistics Population Census • 

. 1964 to 1971 Estimates of the Ministry of Planning 
and Empl oyraent • 



· Table· 1. 2· 

QJ:tiwth of &nl>lo~ent Dl Sectors~ _1~91!_~19_12 
(Numbers in thousands) 

1972 : 
1963 . 1269 1270 1971 Estimate 

Nos. 
,, 

Nos •. i Nos. % Nos. %· Nos. % 

Agriculture, Forestry & Fishing 1,692 52.9 1,916.2 52.3 1,939.5 51.4 1,962.3 50.7 1,984.0 50.1 
Mining & Quarryjng 10 0.3 17.6 0.5 19.3 0.5 21.9 0.6 23.7 0.6 
Manufacturing y 312 9.8 386.6 10.5 411.7 10.9 436.7 .11.3 451.7 11.4 
Construction 80 2.5 148.0 . 4.0 157. 5• 4.2 153.9 ' 4.0 162.3 4.1 
Transport & Communication 132 4.1 209.0 5-7 212.0 5.6 220.7 5.7) 
Banking, Trade & Commerce 287 9.0 402.5 ];1.0 423.0 11.2 410.6 10.6) 1,335.0 33.8 
Services Inc1uding· Uti1ities 510 16.0 585.9 16.0 610.3 16.2 661.0 17.1) 
Not Elsewhere Classified' 174 5.4 ~ - .. - - - - ) 

• y 

Total - All: Sectors· 3,197 100·.0 3,665.8 roo.o 3 "773. 3 100.0 3·,867.1 100.0 3,956.7 100.0 
% Increase; 2.3 . 2.9 2.5 2.3 

1/ Consist ot- ·ractory industries, cottage indu&'Crfe&· and the process-ing, of. tea-, rubber and coconut products. 

Source: l946-1963·Department· of Census and ·Statfstles,. Census., Data. 
1969-1972 Ministry ot Planning arid EDpl-oyaenti· 

• 



Table 2.1 

Gross Domestic Product by Industrial Oridn at Current Factor Cost 
Rs. Million 

Percentage Change 
Sectors 1968 1969 ·1970 1971 1969 1970 . 1971 - - - -

Agriculture, Forestry, Hunting and Fishing 3,691.1 3,731.8 3,948.7 3,892-9 + 1.1 + 5..8 . - 1•4 

Mining and Quarrying 46.8 69.0 84.1 91.0 +47-4 +21.9 _+ 8.2 

Manufacturing 1,120.7 1,311.5 1,434·2 1,503.8 · +17.0 + 9.4 + ·4-9 

.Construction 522·3 645.7 771.1 751.1 +2).6 +19.4 r.. 2-6 

El. ectrici ty, Gas , Water and Sanitary · 
Services 16.4 18.4 26.) )8.5 +12-2 +42.9 +46.4 

Transport, Storage and Communication 939.2 1,058.4 1,175.9 1,20).8 +12. 7 +11.1 + 2.4 

~olesale and Retail Trade 1,420.5 1,698.8 1,793.5 1,814.4 +19.6 . + 5.6 + 1.2 

Banking Insurance and Real Estate 138.6 142-7 152·2 165.8 + 3.0 + 6.7 + 8.9 

Ownership of Dwellings 332-9 388.6 398.9 4<::6.7 +16.7 + 2.6 + 2.0 

Public Administration and Defence 474-3 469.2 516.5 549~6 - 1.1 +10.1 + 6.4 

Services 1,227-4 1,322.6 1,458.5 1,548.6 + 7.8 +10.3 + 6.2 

Gross Domestic Product . 9,930.2 10,856.7 11,759-9 11,966.2 + 9-3 ' + 8.) +.1.8 

Source: Central BRnk of Sri Lanka. 



~able 2.~ 

Gross Domestic Product b~ 
(Rs. ~liion1 

r 

1~68 ~ - ·1_2]0 !21!. 
% c§§fge over 2revious lr• 

1 9 . 1910 . !2.1.!. 
Agriculture, Forestry • 
Hunting & Fishing 3,~39.7 · 3,276"4 ' 3,395.2 3,375.2 . ... 1.1 + 3.6 . ' - o .. 6 . 
Mi.ning & Quarrying 37.3 55.0 65.2 66.6 +47.5 +18. 5·· I + 2.1 

' 

Manufacturing :\.,151..0 ~.260.5 1,334.9 1,318.9 ~ 9.2 + 5.9 + 3.3 

Construct.ion 457.8 5~9.5 598.2 549.5 +13.5 +15.1 - . - 8.1 . 

Electricity, Gas, WateF 
& Sanitary ~rvices 15.0 :;1,.7.6 21.3 28.6 '+17 .3 +21.0 +34.3 

Transport, Storage & 
Communications 848.5 8?9.~ 912.5 920.3 + 6,0 ~ ·+ 1. 5 + 0.9 

Wholesale & Retai1 · Tr~e 1,245.0 1.,366.7 ~.391.4 . l-,315.7 + -9.8 + 1.8 - 5.4 

Banking, Insurance & Real 
Estate 110.4 ;).13.7 1.18.Q . l28.5 :t- 3.0 + 3.8 + 8.9 

Ownership of Dvel1ins$ 291.~ 290.9 30;1..5 307.~ - 0.3 '~.+ 3.6 + 2.0 

· Public Admiq~atration 
• Defence 

. - ..- . 
·432.4 '.· 495.4 . Jt,8.8 . 4aa.1 ~ 3.0 :i- ~ .. 3. Q + 6.4 

Servtcea -' . - ~,~Q4.8 :L,J-36.9. ~,J-83-1 ~~297.0 t 3,l ,- .·.+ 3.9· • 9.6. 

Gross Domestic Product 8,936.7 9,383,7 9 '780 ·1~- . ~~ 9 ,855" 6 + 5.0 + 4.2 + 0.8 

Source: Central Bank ot Sri ~a. · 



\; 

T·ab1e 2.3 

!g?enditure on Gros• National Product at Current Market Prices 

1 2 6 8 
Rs. Mll. J 

1 2 6 2 
Rs. MU. ' ConsUIIlption 9,104.5 85.4 9,883.5 . 85.5 

Private 7,696.7 72.2 .. 8,412.4 

Public 1,4o7 .a· 13.2 1,471.1 

Oroas Domestic Capital Formation 1,699.2. 15.9 2,2S3.2 

Private & Public Ibterprises 1,168.3 11.0 1,747.9 

Govt. & Public lnterprises S30.9 5.0 50$.3 

Bet lxports of Goods & Services -317.6 -3.0 -727.3 

Exports 2,210.0 20.7 2,351.5 

Imports -2,527.6 -23.7 -2,878.8 

Net Factor Income from Abroad -54.2 -o.s -109.0 

Unidentified Cbanges in Stocks 
and Statistical Discrepancy +229.5 +2.2 +~64.4 

Ex:pendi ture on Gross National 
Product at Market Prices 10,661.4 100.0 11,564.8 

(Percentage Change) (+8.5%) 

* Based on a forecast prepared by the Ministry of Planning. 

Estimates for 1972 are at 1971 prices. 

Sources: Central Bank of Sri Lanka for 1968~71. · 
Ministry of P.l8nning and Bnployment for 1972. 

72.7 

12.7 

19.5 

lS.l 

4.4 

-6.3 

18.6 

-24.9 

-o.9 

+2.3 

100.0 

1 9 7 0 
Rs. ~. • lxttZ 1 Ra. • J 

10,377.0 82.4 10,421.4 . 82.2 

8,728.3 69.3 . 8,631.7 68.1 

1,648.7 13.1 1,789.7 14.1 

2i463.2 19.6 2,186.2 17.2 

1,793.8 14.2 1,660.8 13.1 

669.4 5.3 52$.4 4.1 

-3il.3 -2.5 -144.4 -1.1 

2,237.4 17.8 2,220.1 17.S 

-2,548.7 -20.2 -2,364.5 -18.7 

-142.1 -1.1 -138.2 -1.1 

+210.7 +1.7 . +352.2 +2.8 

12,597.5 100.0 12,677.2 100.0 

(+8.9%) (-t0.6%) 

\liZ 2* 
Ia. •. I 

10,941 8Jl.3 

9,037 . 69.6 

1,904 1~.7 

2,3S5 18.1 

n.a. 

n.a. 

-184 1.4 

2,327 17.9 

-2;511 -19.3 

-131 1.0 

12,982 100.0 

(+2.~) 

.. 



Table 3.1 

Balance oraents 
(u.s.$ ion) !I 

Receipts 

Mercbandise, Exports, r .o.b 
Port lxpmditure, Tranap>rt and 

lnalll"8llce 
Foreign Travel 
Investment Income 
OoVan.ent kpendi tUI."e 
Otber Services 
Private Raaittances 

Payaenta 

Hercbandiae 1 lilporta, c • i. t. 
Port Bzpeodi tare, Transport and 

Insurance 
Foreign Travel 
Invesamt Incoae 
Oovaraaent lxpendi ture 
Otber Services 
Private R•ittances 

Rr CURRIIIT ACC~UHT 

Capital Account 

Bet Private Capital. Mov•ents 

Direct J'nYUtment 
Other Long-tera Capital. 
otber Sbort-~ Capital 

321 

21. 
3 
2 
5 

12 
3 

508 

446 

6 
4 

20 
5 

24 
4 

-1.42 --
-3 

-2 

. -2 

Met Official Capital Jlov•ents . M 
Grants 8 
loans received by Central Oovt. 48 
Sbort-tera Liabilities of Central 

Govt. 31. 
I.M.F. Tranaactiona 1 

Bet kternal. Assets (Hixuls • increase) 2!! 
Central. Bank A sseta 12 
Central Bank Liabilities 42 
Central Govt. Assets/LiabUities -1 
C~ercial Bank Assets 3 
Ca.ercial. Blnk L:labil.itiea -2 
S.D.R. 'a 

1IE'l' CAPn'AL AOOOUNT 139 

lrrors and O.issions 1 

~ 

338 

19 
4 
2 
5 

11 
3 

~ 

392 

6 
3 

26 
5 

22 
5 

=12. 

-1. 

-1 

~ 
13) 
31) 

26 
-14 

21. 

-5 
1.4 
-2 
-2 
-1 
13 

11 -
2 

m 
330 

1.5 
3 
2 
6 

18 
3 

436 

376 

3 
3 

24 
4 

19 
1 

.:22 

4 

-1 , 
~ 

lB) 
68 

6 
-10 

~ 

-6 
-23 
-3 
-6 
3 

11 

62 

=.l 

310 

321. 

1.6 , 
2 
6 

1.6 
4 

~ 
)66 

4 
3 

22 
4 

16 
7 

=8. 

.22 
SB 

-1 
-1 

-4 

~ 

31.4 

lS 
1 
2 
5 

15 
4 

424 

371 

4 
3 

21 
4 

1.5 
6 

~ 

_, 
4 

-3 

-3 

~ 

.:! 

y up to tbe end ot 1967 ail ligures have been converted into doli8ra at the rate or 
$1 • Ra4.76. For 1.968 - 1.971. the exchange rate ot $1 • RsS .9S has ·been 11aed. Then 
onva~s tbe rate or excbange is as follows: 

1972 $1. • Rs6.40 
1.973 $1 • Rs6.78 

D11e to rounding tbe sum or 1ndivid118l fig11res may ditter from total.s. 

~~ Central Bank ot Sri Lanka tor 1971 ti.-ures. 
Ministry or Planning and !Bplo)'lllent tor 1.972 and 1973 estimates. 



~ 
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Table ).2 

. Comer,eition of ~ts 
US$ -Mfilion _ · 

1960 1962 1963 . 1964 1965 1966 1967 1968 1969 1970 1971 iJ72 - - - ·- - - - - · - ( t.) 

Tea . 230.3 241.4 239.7 239.9 2$li.2 215.8 219.0 195.1 178.3 188.0 . 191.5 ·190.2 

Rubber 79.4 60.9 54.0 60.9 63.9 70.8 .58.3 .5.5.6 72.4 74.0 .51.7 46 • .5 

Major Coconut Products 38.6 47.7 . 41.6 .57.4 57.8 41.2 . 34.4 ''·' 37.2 40.0 46.0 34.3 

Other Export~/ ~ 21.0 23.1 . 28,.8 26.7 24.4 ..&& ..12.:1. ..l1d 38.0 '~ 49.6 - - -
Total Exports 372~9 371.0 . 358 .• 4 387.0 402.5 352.1 336.7 331.9 315.1 340.0 338.4 320.6 

Percentage of ~rts 

Tea 61.7 65 .• 1 66.9 62.0 63.2 61.3 f 65.0 58.8 $6.6 55.3 56.6 59.3 

Rubber 21.3 16.4 1.5.1 15.7 15.9 20.,1 17.3 16.8 23.0 21.8 15.3 14 • .5 

Ma jlr Coconut i'roducts 10.4 12.8 ..!1:.2 ~ 14.4 .l:!.:l ..1:2.:£ ~ -!!.& ..!!:§. ~ -lQ.:l 
~ r -

Sub Total 93.4 94.3 91.6 92.6 93.4 93.1 92.6 92.3 91.4 88.9 88.5 84 • .5 

Other Exports ~ ·_i:l ~ _1:li . 6.6 --.2.:2 _1:li . .J..:l 8.6 -.!!:! 14 • .5 15 • .5 -... 
Total Exports 100.0 100.0 . f 100.0 100.0 100.0 1oo.o · 100.0 100.0 100.0 100.0~ . 100.0 100.0 

I : .t·r _: 

\, ! 
~ .· 

!f Up to the end of November 1967 all e:xport figures bBve been converted into dollars at the rate of US$1 • Rs.4. 76. 
From December 1967 to December 1971 the figures have been converted at the rate of US$1 • Rs • .5.95. The conversion 
rate for 1972 is US$ 1 • Rs.6.40. 

' '!I The following commodities have been included under "Other Exports" '- Coir Fibre, Coconut Sbell Charcoal, Cocon11ts (Fresh) 
Cinnamon, Pepper, Cardamoms, Cloves, Graphite, D.menite, Cocoa, Tobacco, Citronella, Glyc-erin, Leather, Precious Stones, 
Jewelry, Clothing; ·Footwear, Bunker oil. · 

·Source: Sri Lanka Customs and Ministry ot. Plannins and iaployment. 

----·----- ---- -·- ------·-
- ----- -- ---- -· ~-- ------~- ---



· Table 3.3 !/ 
Com~osition of Imjorta 

(u.s. S l·lillion 

.1.9§l J!l§.i 12§5. 1966 !221; . 1968 .1.9§.2. .t21Q .w.t 
Rice so.o 47.1 58.2 56.3 47.2 52.2 ' 

43.2 57.2 28.2 
. 

Flour 19.3 . 20.6 ·29.8 28.9 48.0 . 38.4 40.-8 42.9 34.0 

Sugar 29•6 33.8 15.8 14.7 15.7 . 13.7 19.3 29.6 35.5. 

Dairy Products 16.2 19.6 22.0 15.4 18·.6 . 14.9 9.2 JO.O 7.9 
j 

Fish & Fish preparations 10.0 12.4 9.6 r 13o7 13.0 13.0 12.3 14.9 9.8 

Cu.rrys turfs 
I 

18.6 23.9 19.~ 19.6 14.6 ].2.6~ 27.9 26.8 23.7 
Other foods 16.4 13.9 . 17.5 . 19.8 15.7 19.5 

Tobacco & Beverages 3.9 _ 3o9 6.7 2.1 ' 1.8 2.2 1.7 1 .• 3 0.4 

Textiles 31.2 41.2 34.2 38.4 23.3 24.6 34.5 24.8 17.1 

Hedical & Pharm['.ceutical 5.1 5.9 6.3 7.0 ~ ' 4.5 .· 4.7 6.0 4.8 ' 6.9 I 

Paper & Cardboard 
I 

4.5 7.4 6.4 8.0 5.9 4.7 8.o 6.5 6.2 

Petroleum Products 24.4 l 25.8 25.0 23.6 27.5 . 2~ .3 28.6 45.6 31.8 

Fertilizer 6.7 11.4 ' 14.8 17.7 19.1 18.4 17.6 16.9 15.0 

Other Chemicals 10.9 14.6 ' 16.6 4.6 9.4 11.1 13.4 20.8 5.3 

Cement 3.8 3•9 2.2 6.0 I 3.3 :3.7 . 3.7 o.8 
l; ' 

~ 

Iron & Steel 31.8 ' 18.5 11.2 ' 11.1 11.5 10.9 12.2 16.1 17.6 

~~chinery & EquipmGnt 33.8 45.8 41 .• 0 36.6 53.4 43.5 59.9. 65.6 57.3 

Transport~Equipment 13.1 11.1 13.9 18.9 23.0 17.7 47.5 29.5 18.9 

Other ~.! · . ~ .1lt.1. . .2L.4_ .4lt.i .5.Q,Q ll!.l.. ~ 5b.5. . . 
To tal {excluding mainly 
Government Freight) 384.2 ,- 401· .a 391.7 ' 41'2.6 404.2 382~6 436.3 383.4 367.·4 

Total Imports c.i.f. (392.0) {411.0) (404.0) {424.0) {417.0) {393.0) {445~7) {391.0~ (3~6~0) 
-· 

jJ on payments basis. . ' . . - . 
y Net. of short term and Suppliers' Credit payments amounting to U.S.$ 62.5 million. 

' ! 

Source& Central Bank of Sri Lanka. . 0. ,...., 



· l'irst Proqaaaa - 196:) 

co.:unitu.unta !I · . 
.Lliilbw·s&IIIents 

~l·t.ize.tion !'-.:,· J.;~,;nl;:; . 
In·utJru:,t & .;ol• ... .i.twent · 1'1:\Ymenta 

;,ucono. h 'O(.L'I:I.Wiilb - 1966 

Vo!.lilitrxn·i:s §} 

JU.lo:cti::'-' ·~:i.vu .P u.ymnta 
In·t.e1:e :.: 1; ·.;;, Gollll..i tuent . P~nts 

i'lli.I;ii Pro,·:..·. u:1JIIS - 1967 

COI.:u.:f tmonts ,i/ 

Dis t.:tu· ::oLlCnts 

Aluo1·tization Pa,y~Jifmts 
In'tero:;t & Conauitment Payoonts 
.. 'om·th Pl'OQ<!i.illle - ;1.968 

t;o::n.:itments Y 

..uno.::·tizatio·, p~,yucnts 
l.rri;el·e:..-~ ~ Go ;,~ .. itoont .r"ayJaents 

~·i~'ti'1 h ' Oti!'a!il!tle l9Q~ 

C~i.1ffii tmonts 'Y 

lli::~bur:;~cl.leuts · 

Awortizat~qn r~nts . . 
Inte1•e Dt ~ Gollilli tiU~nt Pa.;y11ebta 
~ixth Proee.e - 19'10 
Com.. :i:~~aenta jJ 

./\1.10:..·-tization Payments 
Intereo~ & Go~tment Payments 

.Seventh Pro,r·amme· - 19?1 
Co:nni twenis 1:/ 

Dis bur se:JDEn; ts 
.Aiilartization Pay11ents 
Interest & COIIIIIIitmant Payments 
E;'t,hth PrO(;rl:l.l\liOO - l9'7,2 

Co111.:itJJents Y 
Disbl.C' seuumts 
Afuol'tization Payr,~enta 
Irite1~e::n: & ComDlit~tPeyment;s 
GlW'!D Tg.£':AL 
Colilni tcents Y 
Disbur uewents 

.amortiu..tion l'aycents 
lntel·est & COlillllitment Payruents 

· . SUIIIIIW'y at· Jlid iiroup 
C0111100<tity AAastp.nce 
CowAi:QIIents 
~·rivul.s y 
Of' w;lich 1965 

:L96o 
1967 
:L9uo 
1009 
197Q 
1971 
:1,974l 

Australia ~ Denmark 

1.07 

1.07 

1.75 
(0.25) 
1'.75 

(0.25) 

1.14 
(v.:&2) 
1.14-
(o.~~) 

1..35 
(0.22) 
1.~ 

(0.22) 

8.74 
{0.69) 
8 .. 74-

(0.69) 

7.9 
7.9 
1~5 . 
i.O 
0.7 
1.0 
o.a 
0.9 
1.0 
1.0 

<t:~) -
(l.-.06) 

c.oo 

4.16 
(1. 76) 
4.16 

(1. 76) 

o.oo 

4.18 
(1.17) 
3.92 

(0.89) 

4.18 . 
(0.4~ 
4.18 

(o • .:.k7) 

0.22 

10.24 -
<•.57) 
s.w -

4.74 .. 

41..00 5.59 
(9.03) 
00.94 2;,46 
(4.18) 

0.22 
0.11 -

l52~0 5.6 
27.0 2.5 

2.7 
4.9 
1.9 
:a.o o.7 
0.1 1.2 
s.s 0.4 
1.9 0.2 . 

Table 3.4 

statua ot Aid Group Aadatuce !/ 
(u.o:>.t J,:ilJ.ion) 

. 2.07 
0.69 

. 1.41 
o.oo 

o.~ 

o.so 

0.87 

c.74 
2.68 

3-..:58 
(o.oo) 
3.31 

(0.81) 

o.~ 

0.11 

0.66 
0.66 

36.77 
(6.08) 
35.13 
(6.81) 

1.47 
o. '79 

o. '16 
0.4ij 

1.~ -

-. 

4.o::.: o.52 
1.~b 0.4{) 

23.2 .5.4 
16.5 4.5 

1.b 
1.1 
1.1 

. 3. 7 
4.\) 1.7 
:.5.1 o.!:l 
2.2 1.~ 

1.6 

4.D<J 

4.95 

0.97 
1.10 

o·.53 

6.60 

8.:58 

0.35 

0.76 

!!t!:,. 

10.00 
10.00 

o • ..a 

0.41 

s.as 

.0.24 · 

0;,00 

14. '12 
(~52) 
12.01 

71.74 
(1.52) 
oo.7e 

1.1.9 

'10 •; ... 
oo.s 

11.ti7 

1:L.u7 

.0.5::> 
·1.6u 

13.9:1. (2.~2) 

13.91 . (2.~) 

o.4D o.40 
0.76 0.40 

21..17 
(S.67) 
17.~2 
(2.62) 
0.30 
0.62 · 0.0'1 

19.00 (34_0) 

16.~ (6.26) 

·-

.:..~ 
1:;..6' 
1.0.:.! 
~.1 
6.7 
u.G 

1. ;;) 

-· 

4!).07 
(1. 76) 
48.73 
(1. 76) 
11.:59 
5.~ 

4.5.0.1 
(4.~7) 
~.06 
(-.,.o~) 
~.53 
~. ~o 

(2.65) (<l.OO) 

(1.62) (2.00) 

59,.26 
(:' . 04 ) 
~~.38 
\' • . .;..v) 

1.~:1. 
o.oz 0~30 

::J.95 
~.21 

(17.00) 

(5.00) 

(t3.W) .1.27 • .O:;J 
(61~~) 

(2.40) ~.28 
(Ui.96 ' 

z.a1 
0.(.4 J.01 

(6.12) ,.0,.3:5 
.(10.91) 

(3. ro) w._M 
(3.9~) 

(7..97) 66.:.:7 
(7.97) . 
30.82 

4. '12 
0~ -

344-.9 
296,5 

J..P 
~!J.:i 
·1i>.6 
I&S.6 
oo.~ 
4b.9 . 
4u.s 
41.8 

lnclucl os loa~u; ·w1u t,'l'f,J}ts in l'&:>£>ect o1· Gommoui "'Y A:iu, Pl'OJ t.>C\. ..Uu -r.:'K< ~~eQI.uic.:.l .As!;:i.::r:.a.nco. Cuw. . .:~. l.:;;.:,nte a.nC.. di f;bw· .::c•u.-.mt s cii ' l'roj ::r;t . • .,;it.. :;J·Id 
'...'echu i ,., .. ~l A :,:.. is~"J \ c·.e .:1.re 5•10\Hl in -orackct~>. '.:.'ho ~it,u..·es l'u1· .;.;.isu\4.;; ." uoont~t, ~~··.;iz~·.; ·J.~·m L:.m·. ~u-.;ore:;i. p~en-.;s &:..1) ~a:Lnsi. caci : pt·o:;;-.uJr.l~ . 

£/ Gotll .. "- tr: .. .n ~s j:d 'er to a.: .~"-c- J:i•onts sit:;ned.. 
y _rl!; .,..,u. on cuurr;;.c rpc, ... ·t f'un<i l'ecol·cla. . 
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Table 3~5 

Status of other Countries' Official Aaa !stance Y 
(u.s. $ Million) 

Peoples' Republic Dem. Republic 
ot China ot Gel!!IJl Poland u .s.s.R. Yugoslavia !2.!:!! 

Prior to 1966 

Disbursements 7.9 - 0.7 17.8 1.2 27.6 
Amortization P~ts 0.4 - 0.1 0.1 0.2 0.8 
Interest PQIIlents - - - 0.4 - 0.4 

1966 
Disbui=Siients 2.9 ·- 0.1 2~0 0.4 ·. S.4 
Amortization P.,.ments . 0~9 - 0.2 - 0.3 1.4 
Interest Payments - - - 0.4 - 0.4 

1967 
DisburSaients - 0.3 0.2 O.J 0.2·· 1.0 
Amortization Payments 1.0 - 0.1 2.4 0.3 3.8 
Interest P~ents - - - o.s - o.s 

1968 
Dlsbursaii'ents - 1.4 0.3 0.1 0.2 2.0 
Amortization P~ents 0.9 - 0.1 1.7 0.3 3.0 
Interest P~ents - -

1969 
- o.s - o.s 

Disbursaii'ent s - 9.7 - - 0.1 9.8 
Amortization P~ents 0.9 0.1 ·o.2 1.6 0.3 3.1 
Interest P~ents - 0.1 - 0.4 - o.s 

1970 
Disbursements 8.2 0.4 - 0.1 0.2 8.9 
Amortization Payments 0.9 2.0 0.6 1.6 0.2 5.3 
Interest P~ents - 0.3 - 0.4 - 0.7 

1971 
DisbursemEmt s :U.2 0.3 - 0.1 - 31.6 Amortization P~ents 1.7 2.0 0.1 0.7 0.1 4.6 Interest Payments - 0.4 - 0.3 - 0.7 J:!IJL'il 
DisbursEIIlents 6.1 - - 0.1 - 6.2 Amortization P~ents 0.1 0.5 0.1 1.6 0.1 2.4 Interest P~ents - 0.5 - 0.3 - 0.8 

'fotal 
Diabur.eiie'nta 56.3 12.1 1.3 20.5 2.3 92.5 
Amortization P~ents 6.8 4.6 1.5 9.7 1.8 24.4 
Interest P~ents - 1.3 - 3.2 - 4.5 

1f Includes Government to Government assistance (excluding grants) provided by countries other than Aid Group countries. 
£/ Up to September 30. 

Source: External Resources Division, Ministry of Planning and Employment. 



1967 
1968 
1969 
1970 
1971 
-~- 972 

~ .. ~-·· 

Table ).6 

Short-Term Debts!/ 
(In millions of U.s.$) 

Net Outstanding ~end ot E~riodl , 
Import Credit · Central Bank BorrowingY 

Net Change (during perio_QJ 

One Year Eighteen · Qne Year Upto. Import · Central Bank 

or less months or less U.,ears21 Total Creqit Borrowing 

18.1 - - 9.6 - 27.7 
15.9 - 4.8 - 20.7 -2.2 ') -4.8 
21.9 - ·43.0 . - 64.9 6.0 38.2 
45.9 - 67.2 - 113.1 24.0 24.2 
42 ... 1 12-5 )).1 20.4 108.1 -22-9 1).5 

January 46.9 12·2 21-9 20.4 101.4 4.5 -:-11.2 
February so.? 1).0 1J.5 20.4 97.6 4.6 -8.4 
March 45.1 11.7 12-2 20.4 89.4 -6.9 -1.) 
April Se>.5 16.6 1h.9 20.4 102.4 10 • .3 2-7 
May 53.7 15.1 17.1 20.4 lc6.) 1.7 2-2 
June 51.) 16.9 21·2 20.4 109.8 -0.6 4-1 . . ' 

July )7.8 16.5 2).1 17.1 94.5 -1).9 -1.L 
August JB. o 15.2 24·3 17.1 94.6 -1.1 -1.2 
September 32 .1~ 15.9 29·2 17.1 94.6 -4.9 4.9 

!/ . Inc1urting 10. months trade credits and rescheduled· Central Bank Short-term debts. 

y Excluding AaDB Loans. 

JJ Rescheduled. 

Source: Central Bank of Sri :rAnka. 

· Total 

-7.0 
44.2 
48.2 
--9. 
.-6. 
-). 

-6. . 
1). 

3· 
J. 

-15. 
o. 



Table 3. 7 

Rti J,RJlklli Net FQreign Ex~hange Assets 
1956, 1960, and 19 6-72 

(In millions of U.S. dollars) 

Fnd of Period 
June .. · July 

1956 1960. 1966 1967 1968 . 1969 1970' 1971 '1972 . .1972 ---. -~-- . --.. . -
y 

·Gross Assets (A) 
66.0 51.1 Banking system.!/ 190.4 73.7 53.6 63.9 57.9 71.1 7.7.0 68.8 

Central Bank Eb.b so.2 30.0 43.7 39.6 27.1r 32.6 4o.o 51.2 45.1 
SDR holding (--) (--) (--) (--) (--) (--) (--) (--) 13.6- 12.6 
Gold tranche position (1.8) (11.3) (--) (--) (--) (--) (--) (--) (--} (--} 
Liquid balances abroad (114.3) (18.9) (4.2) (23.4) (17.7) (2.6) (4.4) (2.7) · 2.5 1.9 
Bilateral · (credit) 

(8.2) balances ' ( ) ( ) (4.7) (2.5) (4.7) (10.9) (19.0) 16.3 13.1 
Long-term foreign 

(17 .2) (17 .0) securities (40.5) (20.0) (21.1) (17.8) (17 .3) (18.3) 18.8 17.5 
Commercial banks 33.8 23.5 23.6 20.2 26.4 23.3 25.3 31.1 25.9 23.7 

Government, etc. 79.3 50.3 13.0 11.5 11.8 12.3 _2:1. ~ 20.1 21.6 
Total ••••• 269.7 124.0 66.6 75.4 77.8 63.4 67.6 83.6 97.2 9Q.4 

Gross Liabilities (B) 
Bankinp: system. l/ 4.9 18.7 81.5 102.7 126.5 16o.o 167.6 149.1 151.0 137.9 

Central Bank OJi 12.5 72.1 94.0 114.3 149.3 157.6 136.1 139.9 128.3 
Deposits of foreign 

(84.4) (109.5) (106.3) institutions, etc. (0.4) (12 .5) (72.1) (88.5) (80.0) 95.1 . 84.9 
Borrowings from abroad (--) (--) (--) (9.6) (4.8) (43.o)y (69.1)£/ (56.1) 44.8 43.4 

Cormnercial banks 4.5 6.'2 9.4 8.7 12.2 10.7 10.0 13.0 11.1 9.6 
Governr.1ent, etc. -- -- 0.1 ~ 20. 6 . 2 5. 7 ___J_J_ ___l!l. _.hl. ~ -- --

Total ••••• 4.9 18.7 81.6 104.2 147.1 185.7 - 177.3 152.4 154.3 141.4 
Net fcreign exchange assets 

{A-13} 264.8 105.3 -15.0 -28.8 -69.3 -122.1_ -109.7 . _-68s,8 -21·1 -~1.0 

!J Conforms to the concept of net foreign assets of the banking system as defined in IFS. 
2/ Includes a small amount of AsDB long-term loans to the Central Bank outstanding amount of such loans was US$2.6 
- million at the end of January, 3.1 million at the end of March and 3.2 million at the end of June and July. 

Source: Central Bank of Sri Lanka. 

' ~ 
··I 



Table 4.1 

Government Estimate of External Public
1
rbt 

Outstanding as of June 30, 1972-
Debt Repayable in Foreign Currency 

(US$ thousands) 

Debt Outstanding 30.6.1972 
Disbursed Including 

Only Undisbursed 

Total External Public Debt Y 
Privately Held Debt 
Publicly Issued Bond~/ 
Suppliers 

Australia 
Austria 
Bahamas 
Belgium 
Czechoslovakia 
Hungary 
France 
Germany, Democratic Republic of 
Germany, Federal Republic of 
Italy 
India 
Japan 
Kuwait 
SvitzerleLd 
Rumania 
United Kingdom 
United States 
USSR 
Yugoslavia 

Financj~l Institutions 
Loans 4/ 
--r:o;n; from International Organizations 

IBRD 
IDA 
As DB 

Loans tr011 Governments 
Canada 
Denmark 
China, People's Republic ofi/ 
France 
Germany, Federal Republic of 
Germany, Democratic Republic of 
India 
Italy 
Japan 
Poland 
United Kingdo~/ 
United State~ 
USSR 
Yugoslavia . 

400,207 
65,773 

5,544 
60,229 

93 
11 

3,151 
5 

969 
5 

6,133 
24 

14,342 
4,917 
2,766 

10,889 
1,578 
1,001 
2,554 

10,055 
100 
172 

1,464 

2,118 

30,943 
21,338 

5,972 
3,633 

301,373 
13,560 
2,645 

45,416 
10,936 
38,490 
17,849 
11,141 

2,105 
29,200 

220 
45,151 
71,972 
12,478 

212 

!/ Debt vith an original or extended maturity ot one year or more. 
y Excludes the following unallocated portions of "frame agreements": 

$11,674,000 tram Germany, Federal Republic of 
22,908,000 11 Gei'Dl8Jly, Democratic Republic 
7,415,000 " Poland 

10,834,000 " USSR 
12,616,000 " Yugoslavia 
11,374,000 11 France 
2,306;000 " China, People's Republic of 
1,000,000 " Korea, People's Republic of 
5,241,000 " Bulgaria,People's Republic of 
7,862,000 " Czechoslovak Socialist Republic 

10,483,000 " Hungarian People's Republic 
~~Net of accumulated sinking funds of $7,560,000. 
Bj Includes only loans received by the Government of Sri Lanka. 

519,037 
69,475 

5,544 
63,931 

93 
11 

3,151 
5 

969 
5 

7,236 
210 

14,641 
4,917. 
2,766 

12,590 
1,578 
1,001 
2,738 

10,056 
328 
172 

1,464 

3,362 

74,220 
35,634 
19,646 
18,940 

371,980 
23,356 
2,870 

45,416 
10,936 
43,637 
18,266 
18,981 

4,275 
41,183 

220 
68,723 
81,150 
12,533 

434 

2/ The loans trom the People's Republic of China are repayable with Sri Lanka exports 
goods or convertible currency to be agreed upon by both parties. 

§} Includes $15,.386,220 disbursed only and $15,386,220 including undisbursed which are 
payable in Sri Lanka rupees or US dollars at the option of the ·Government of Sri Lanka. 



Year 

1972 

1973 

1 974 

1975 

1976 

1977 

1978 

1979-

1980 

1981 

1982 

1983 

1984 

1985 

1986 

Table 4.2 

Government Estimate of Future Service Payments on 
External Public Debt Outstandins Including Undisbursed 

as of 30, June 1972 

Debt Repayable in Foreign Currency 
(US$ thousands) 

Debt Outstanding 
{B~ginning of Period) Pa~ents Durins Period 
Including Undisbursed Amortization · . Interest Total 

Total External Public Debt 

519,0371/ 35,180 12,896 48~076 

498,021 37,231 13,503 50,8~4 

460,790 35,924 12,754 48,678 

424,866 35,528 11 ~.534 47,.062 

389,338 ,3,710 10,358 44 ,068· 

355,628 ,~,381 9,335 42,716 

322,247 28,821 8,198 37' ,019 

293,426 27,321 7,290 ~4,611. 

266,105 22,660 ·6,504 29,164 
'~ .. · 

243,445 21,844 5,851 27,695 

221,601 20-,57'5 5,278 25,853-

201,026 20,748 4,911 25,659 

180,278 20,893 . . 4,319 25,212 

159,385 . 20,377 ~,770 24,147 

139,008 2Q,915 3.,236 24,151 

1J Amount outstanding as of 30, June, 1972; payments are for the entire year. 

~: Includes services. on all debt listed ~n Table 4.1. 
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Table 5.1 

Summary of Government Accounts 
1970/71 - 1973 

i 

Ra. Million 

* 1968/9_2_ 19QJ/70 . . l_9]_0/7l ·1971L72 ~12 months) 197~ 
O.E. R~E. Pre Budget Post Budget·. · 

Revenue 2,482 2, 731 2,656 2,855 2,985 ),047 3,560 

Current Expenditure 2,309 2,511 2,833 2,961 2,901 3,338 ,, 3,444 

SUrplus of Government Enterprises 1 -11 2 50 50 40 40 

Extra Budgetaey RevenuJl · ·, - "" 23 27 30 34 35 35 35 

Current Surplus (1 +3+4-2) 203 184 -145 -22 169 -216 191 . 

Total Capital Expenditure!/ 937 911 830 1,010 910 1,108 1,008 

Advance ~ents (net) 54 209 109 100 152 100 I .100 

Net Cash Deficit (6+7-5) 788 9.36 1,oe3 1,1)1 .893 1,424 917 

!/ Total capital expenditure in Item 6 . includes outJ.ays from extra-budgetary funds. Hence extra-budgetary 
funds have been included as revenue under Extra Budgetary Rev~ue. · 

y' Advance Payments (net) as in Table n(F)3, Central Bank Annual Report 1969 plus advance payments on 
behalf of the FOod Commissioner. 

* On a pro-rata basis. 



Table 5.2 

Financing ot the Deficit 
(Rs. Million) 

1971/72 (12 months*) 
Origin&! ReVised 

1968/69 1969/70 1970/71 Estfmatea!f Estiaates 1973 

Financial Year Oct. 1 - .Sept. 30 

Non-Expansionary 
14i"" .Administrative Borrowing 52 22. - 40 50 

Bet Foreign Loans & Grants 354 220 234 .. 396 317 -' 342 ~ 

Non-Bank Borrowing 203 266 492Y 380 476 425 

Sub-Total 609 508 867 776 833 817 

Expansionary 
94Y Borrowing tram Central Bank & Commercial Banks .68 454 356 61 100 

Decline in Cash Balance 63 -31 - . 3 
Decline in Collllllodi ty Aid Counterpart Jl'unda 48 5 126J.I . 
Decline in U.S. Aid Counterpart Funds - - 1 - - -- 428 218 356 61 Sub-Total 179 100 

Total . ~ 788 936 1,084 l,l31 894 917 

* On a pro-rata baais. 
!/ As approved by Parliament. . 
_gf Tax Reserve Certificates aaounttng to Rs.l3.2 milljon hel4 by the b~ing _,stem is nov included under non-bank 

borrowings. · 
'3/ Refer footnote of Page 155 of Central Bank Annual Report 1971. 



Table 5.3 

Revenue of the Government 

Current Receipts 
Taxes from personal & 
corporate income 

Income tax 
other 

.Taxes on production & 
expenditure 
General sales & turn over 
taxes 

Selective sales taxes 
Tobacco tax 
Tea tax 
other 

Import duties 
Receipts .from sale of FEECs 
Export duties · 

Tea 
Rubber 
Coconut 
others 

License taxes 
Property transfer taxes 
Surplus of Government 

Monopolies 
Profits frca tood sales 

Interest & dividends received 
Profits &·dividends from 
state corporations 

other 
Bet receipts of trading 

enterprises 
other current receipts 

National lottery 
Other 

Capital Receipts · 
Transfers from capital accounts 

of domestic ·sector 
Estate duty 
Personal tax 
other 

Other capital receipts 

Total Revenue 

• On a pro-rata bas is. 

Rs. Million 

1970/11 
Actual 
Provi
sional 

2,603.2 

444.1 
443.4 

0.1 

1,888.4 

341.1 
302.2 
247.1 
31.0 
11.5 

282.2 
395.8 

. 265.9 
162.1 
13.1 
54.6 
34.9 
45.8 
10.1 

149.0 
96.3 
81.0 

11.4 
9.6 

50.4 
139.2 
10.0 

129.2 

54.7 

40.4 
14.4 
25.9 
0.1 

14.3 

2,657.9 

1911/t2 
(O.E. 

12 
months* 

2,836.8 

460.8 
460.8 

2,031.9 

382.10 
331.6 
280.0 

30.8 
20.8 

267.4 
426.4 
·285. 5 
111.3 
14.2 
61.4 
38.6 
51.1 
20.6 

160.0 
101.2 
108.6 

100.3 
8.3 

93.4 
142.2 
12.0 

130.0 

69.1 

34.2 
12.0 
22.2 

34.9 

2,905.9 

1971/12 
(R.E.} 

12 
months* 

2,965.2 
2/ 

536.8 
536.8 

1913 (Est.) Y 

Pre
Budget 

3,020.3 

365.4 
365.4 

Budget 

3,533.3 
2/ 

382.4 
382.4 

2,078.0 - 2,302.8 2,798.8 

436.3 
417.9 
355.0 

366.4 
313.8 
312.0 
41.6 
20.2 

274.2 
493.6 
236.8 
162.4 

9.3 
32.6 
32.5 
49.0 
21.9 

200.0 
62.3 
91.0 

68.0 
29.0 

94.7 
158.7 
10.9 

147.8 

69.0 

34.2 
12.0 
22.2 

34.8 

394.3 
392.9 
320.0 
52.4 
20.5 

295.4 
561.3 
278.9 
117.6 
28.6 
30.0 
42.1 
63.1 
21.0 

220.0 
69.9 

121.1 

91.2 
29.9 

90.2 
140.8 
11.0 

129.8 

66.5 

32.0 
9.0 

23.0 

36.4 
26.5 

295.4 
943.3 
278.9 
117.6 
28.6 
30.0 
42.1 
13.1 
21.0 

2~4.0 
102.9 
121.1 

91.2 
29.9 

90.2 
140.8 
11.0 

129.8 

66.5 

32.0 
9.0 

23.0 

34.5 

3,034.2 3,086.8 3,599.8 

!/ The increase or Rs. 513 million over the Pre-Budget estimates constitutes the 
following Budget proposals: 

Y Hot 

Increase in receipts on account of B.T.T. + Rs. 59.0 million or which Income 

" " " 
Decrease " " 
Increase " " .. . " 

" " " 
" " " 

" " 
" " 
" " 
" " 
" " 
" " 

Tax is Rs. 17.0 million 
Excise Duties + Rs. ~1.0 million 
Tea Tax - Rs. 16.0 million 
FEECs + Rs. 382.0 million 
levies on motor cars + Rs. 10.0 million 
Sale of arrack + Rs. 4.0 million 
Sale of white sugar + Rs. 33.0 million 

Total + Rs. 513.0 million 
adjusted for del~ in accrual of self-assessment income tax (95 million Rs.). 



Table 5.4 

Government Current Expenditures 
1968/69 to 19J3 

(Rs. Million 

Administration 
Civil Administration 
Defense 

Social Services 
Education 
Health 
Housing 
Special Welfare Services 
Community Services 

Economic Services 
Agriculture and Irrigation 
Fisheries 
Manufacture and Mining 
Trade 
Communication 

Gross P~ents of' Tradins 
Enterprises 

Unallocated FEEC E!Eenditl1res 

Intra-Governmental Pal!ents 

Transfer P,yments 

To Private Current Account 
Subsidies 
of which: Food Subsidy 
Interest on Public Debt 

· Pensions 
Households 

other Transfers 
Domestic 

To local authorities 
To public corporations 
To other institutions 

Abroad 

Total Current ExEenditures 

1970/71 
Provisional 

535.7 
329.2 
175.6 

746.6 
483.4 
238.1 

2.2 
13.9 
9.0 

151.9 
75.0 

4.7 
22.8 
19.7 
29.7 

251.0 

4.7 

1,409.0 

1,264.3 
652.2 

(601.4) 
336.5 
224.8 

50.8 

144.7 
140.2 
60.2 
23.9 
56.1 
4.5 

3,084.0 

1971/72 
Original Estimates 
(12 months' period) 

560.9 
411.2 
149.7 

807.5 
526.3 
252.2 

2.0 
17.0 
10.1 

150.9 
76.0 

4.8 
18.5 
21.8 
29.8 

257.5 

4.0 

1,523.4 

1,398.0 
728.6 

(658.2) 
387.3 
227.8 
54.3 

125.4 
ll9.4 
61.8 
19.9 
37.8 
5.9 

3,328.3 

. 1973 1/ 
orisinal Estimates-

635.6 
485.3 
150.3 

843.8 
547.7 
263.2 

3.8 
18.4 
10.7 

166.1 
80.1 
5.5: 

21 .•. 4 
21.,6 
37 •. 5· 

288.1 

71.0 

6.5 

1,840.4 

1,606.3 
782.8 

(707.5) 
504.5 
250.0 . 
69.0 

234.1 
231.0 
65.6 
97.2 
68.2 
3.1 

3,852.1 

1/ Provisional. These are gross figures and do not take into account under-expenditure 
provisions. 

Source: Central Bank of Sri Lanka. 
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Table 5.5 

Met 

1970/71 
Original es-
timates as 
per approved 

Provisional estimates 
Groas Food ·Subsidy 

Subsidy to the consumer on imported rice) 
Subsidy to the producer and consumer ) 

on locally produced rice ) 
Add: Distribution expenses and other 
charges 

Subsidy on locally produced red onions 
Losses on sale of 

Dhall 
Red onions 
Flour,including distribution expenses,etc. 

Less: Miscellaneous receipts 
Gross Food Subsidy 

Profits from Sale of Foodstuffs 
Sugar fnet of distribution expenses etc.)b1 

Flour {net of distribution expenses etc.) 
Maldive fish · 

Add: Rice subsidy tax 
Profits 

Net Food Subsidy 

• On a pro rata basis. 

515.0 

73.2 
7.2 

6.3 
0.2 

0.5 
601.4 

78.7 
10.8 

4.1 
2.7 

96 •. 3 

505.1 

597.6 

~8.5 
7.2 

5.2 
0.1 

0.4 
658.2 

102.7 
·o.4 
4.1 

107.2 

551.0 

197ll72 
Original es-
timates as 
per Food 
Commissioner 

564 .• 4 

45.2 
-
6.4 

11.0 
0.4 

626.6 

100.3 

6.7 

107.0 

519.6 

!/ Includes the effect of FEECs payment on the import of sugar as follows: 
1970/71- Rs. 86.1 million {Original estimates); Rs. 135.0 million {Provisional) 

• 12.1L ill.L 
Revised es- Post 
timates as Draft budget 
per Food esti- esti-
COIIbllissioner mates mates 

484.4 553.9 528.9 ll 

52.32/ 53.6 53.6 
7.4-

14.0 13.4 13.4 

30.5 110.7 • llOr 7 
0.4 0.5 0.5 

588.~ 731.1 706.1 

61.0 69.8 102.8!Y 

1.3 
-

62.3 69.8 102.8 

525.9 661.3 603.3 

1971/72·{15 months): Rs. 121.5 million (Original estimates as per Food Commissioner); Rs. 149.6 million 
(Original Estimates as per approved estimates and Rs. 1~1.3 (Revised estiD1ates) 

1973 - Rs. 136.9 · 
2/ Subsidy on local chillies. 
1/ Provides a reduction or Rs. 25.0 million in the subsidy consequent to the withdrawal or free rice from income 

taxpaye~s and their dependents. 
~/ Increase of Rs. 33.0 million on sugar is arrived by the sales of 14,000 tons refined sugar at Rs. 5,460/- per. ton. 

Source: Food Commissioner. 



Table 5. 6 

Net Surplus of Go~ernment Enterprises - 1970/71 to 1973 
1/ 1/ 

1971/72- 1971/72- 1/ 
1970/71 (0 .E.) ( R.E.) ' 1973-

12 Months* 12 Months* 

Port Commission 
Revenue 50.6 52.9 56.2 57.7 
Current ·expenditure 26.0 26.5 26.5 27.2 
Net surplus/deficit (-) 24.6 26.4 . .. 29.7 30.6 " 

Post & Telecommunications DeEt· 
Revenue 84.9 104.5 105.8 121.7 
Current expenditure 106.8 108.4 108.4 129.8 
Net surplus/deficit (-) -21.9 - 3.9 - 2.6 - 8.1 

Railway 
Revenue 139.8 165.8 162.5 165.9 
Current Expenditure 118.2 114.9 114.9 123.2 
Net surplus/deficit (-) 21.6 50.9 47.6 42.7 

Profits from advance account 
activities 26.1 20.0 20.0 25.0 

Total 
Revenue , 301.4 343.2 344.5 370.3 
Current expenditure 251.0 249.8 249.8 280.1 
Net surplus/deficit (-) 50.4 . . 9-3.4 94.7 90.2 

* On a pro-rata basis 
ll The current expenditure figures for 1971/72 and 1973 are net figures, i.e. gross provisions 

in the Estimates adjusted for anticipated under-expenditure of 3%. 

Source: Central Bank of Sri Lanka 
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Table 6.1 

Anallsis of Factors AftectiBS Monel SuEElY 
(Rs. million) 

Dec~ July '71 Change Dec. '71 July '72 Change 

Government Sector 
Central Bank advances 336.6 343.3 6.7 397.6 327 .• 2 -70.4 
Govt. Securities in Central Bank . 1,882.8 1,796.3 -86.5 1,863.1 1~866.1 3.0 
Govt .• Secu·rities in commercial . banks 356.8 368.1 11.3 368.1. 370.1 2.0 ' 
Treasury bi11s .held by commercial 
banks 281.4 316.3 34.9 320.8 296·5 -24.3 

Import bills & cash items on Govt. 
A/c. etc. 10.2 47.8 37.6 8.9 17.8 8.9 

Gross bank credit 2,867.8 2,871.8 4.0 2,958.5 2,877-7 -80.8 

Deductions 560.4 555.0 5.4 597.6 706.9 -109.3 
Govt. rupee cash 257.8 245.1 12.7 236.7 271.4 -3~.1 
Counterpart funds 50.8 1.3 49.5 4.5 12.3 -7.8 
Other liabilities (net) of 251.8 308.6 -56.8 356.4 423.2 -66.8 
Central Bank 2,307.4 2,316.8 9.4 2,360.9 2,170.8 -190.1 

Net credit to Gov. 

Private Sector 
Commercial bank credit to 

Gov. Corporations 297.0 341.7 44.7 359.3 365.7 6.4 
Commercial bank credit to other 

private sector 1,319.6 1,338.7 19.1 1,400.4 1,544.0 143.6 
Gross bank credit 1,616.6 1,680.4 63.8 1,759.7 1,909.7 1·5'0. 0 

Deductions t,358.3 1,488.9 -130.6 1,572.7 1,582.0 -9.3 
Time & savings deposits of Gov. Corp. 80.4 72.7 7-7 74.1 70.3 3.8 
Time & savings deposits of other 

private sector 1,067.8 1,130.4 -62.6 1,211.7 1,243.4 -31.7 
Other liabilities (net of commercial 

banks 209.6 281.7 -72.1 291.1 263.5 27.6 
Adjustments for items in transit 0.5 4.1 -3.6 -4.2 4.8 -9.0 

Net credit to private sector 258.3 191.5 -66.8 187.0 . 327.7 140.7 

Net External Banking Assets -5,992~0 -374.1 225.1 -398.7 -387.5 11.2 

Total Money Suppll 1,966.6 2,134.3 167.6 2,149.1 2,111.0 -38.1 
Percentage change. 8.5 -1.8 

Source: Central Bank of Sri Lanka. 



T&:ble 6.2 

Coat ot L1 ring Index !/ 
(1952 • 1oo) 

Weights 1960 ~ 1962 1963 1964 1965 f966 1967 1968 1969 1970 
0 

All Items 100.0 103.5 104.8 1o6.3 108.8 112.2 112.5 112.3 114.8 121.5 130 .. 5 138.2 

Food 61.9 100.8 99.8 100.9 103.0 1o6.4 107.3 109.1 112.7 121.2 127.9 1)6.6 

Clothing 9.4 95.1 103.9 108.2 118.2 127.2 126.8 117.0 116.7 120.1 130.9 137.3 

Rent 5.1 101.5 101.5 101.5 101.5 101.5 101.5 101.5 101.5 101.5 108.4 109.8 

Fuel and Light 4.3 102.7 104.4 105.6 103.0 103.2 100.7 95.9 96.5 103.2 124.9 1.36.1 

Miscellaneous 18.7 117.5 122.8 124.9 126.6 129.3 128.3 127.3 128.9 133.6 147.1 153.2 

Domestic Group (a) 60.0 108.9 112.3 113.9 113.4 116.7 116.4 116.8 117.1 123.2 134.3 142.9 

Import Group (b) 35.0 - 93-:7 94.6 96.7 102 .5 106.6 106.4 105.4 111 .2 117.3 123.5 129.3 

Export Group (c) 5.0 138.4 119.1 113.8 117.7 115.3 127.2 127.6 123.9 142.4 148.2 157.3 

!/Index refers to Colombo Town. Figures represent 12-month averages unless otherwise noted. The index is based on surveys of household expenditures of low-income families in 
1949/50. It gives heavy weight to goods whose· prices until the November 1967 devaluation were held almost constant by the Ooverrunent through .subsidies, price controls or a 
combination of ·ooth. It is, therefore, not an ac·curate indicator of market price JDOvem~ts. · · 

(a) Wetght 60 per cent from 1968. Previous weight 51 per cent·. 
(b) Weight 35 per cent. Previous weight 44 per cent. · 
(c) Weight 5 per cent. 

~: Central Bank ot Sri Laaka and Departaent ot Census and Statistics. 

Sept. 
1971 1972 

141.9 152.5 

139.1 148.9 

1115.0 169.9 

109.8 109.8 

1110.8 1116.11 

159.5 170.1 

1118.9 165.0 

129.7 136.5 

157.9 128.1 



Table 7 •. 1 

Major Export Crops: Production and Yields 

Jan.- June 
Production 1965 1966 1967 . 1968 .1969 1970 1971 1971 - · !W. 
Tea (m. 1bs.) 

. ,. 
503 "490 487 496 484 . . 468 48o 252 238 " 

Rubber (m. lbs.) ~ 261 289 316 328 332 351 312 154 155 
; 

Coconut (m. nuts) 1• 2,841 2,630 2,589 2,778 2,440 2,447 2,617 467 . 652 
I' 

Yields 

Tea (lbs. per acre) 872 848 839 851 . 824 811 n.a. n.a. n.a. 

Rubber (lbs. per acre) . 590 618 643 671 673 707 n.a. n.a. n.a • 

Source: Ministry of P.l.antation Industries • 





FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
DATE: February 16, 1973 TO: Mr. Robert S. McNam~~~ . 

FROM: E. Peter Wright t? a .. 
SUBJECT: . "GHANA "EXTERNAL· DEBT 

We understand from the U.K. Executive Director~s Office 
that, when you see British Ministers on Monday they may again 
raise the question of Ghanats external debt and ask what the 
Bank is doing to get a response from Ghana to the Creditors' 
Proposal of last November. When Mr. Heath was in Washington 
recently, this matter appears to have come up in his discussions 
with the U.S, Government and we were subsequently pressed by 
the U.K. to peruse the matter further with the Ghanaian 
authorities. The U.K. apparently had the feeling that the 
Creditors' Proposal had never been properly presented to 
Colonel Acheampong and that therefore a further intervention 
by the Bank would be useful. This is definitely not our view. 
In fact, we ha-d· clear indications from Accra that the Proposal 
was being given full and careful consideration by the NRC, and 
that it w6uld be counter-productive for us to be putting any 
further pressure on the Government now. 

in Accra at this 
the Bauxite/Aluminum 

Colonel Acheamnong 
want an further 

1ng 1ts re y 
itors. ou can men 1 r1t1s 

~~~~--~s~a~n~· indication of our readiness to be helpful in 
we can and of our concern to ensure that the Government 
constructive response to the Creditors' Proposal as 

soon as possible. (The latest indication is that a reply 
will be forthcoming some time in March.) 

Tw6 further recent developments connected with the Ghana 
Debt issue which you may like to know about. 

First, we have just been informed by the U.K. that Ghana 
has apparently opened bilateral discussions on the problem of 
short-term debt which was not dealt with in any detail in the 
Creditors' Proposal. T-he-- u K fFem the beginning has LI ied 
te ~ee~ the question f short-term debt separate from the 
approach to a settlem nt of the medium-term debt, whereas Ghana 
would obviously like o wrap up the whole thing together and 
will probably advance the need for repayment of short-term debt 
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Mr. Robert S. McNamara February 16, 1973 

~s a reason for seeking a longer grace period and possibly 
further improvement in terms with respect to the Creditors' 
Proposal on medium-term debt. The Bank has never got 
directly involved in this issue, and since the Creditors' 
Proposal left the question of short-term debt largely on 
one side, w~ did not go into this matter in any detail in 
presenting the Proposal to the Ghanaian Government.!/ 

The second ne~ development is an indication given us 
by the U.K. privately a few days ago to the effect that, in 
appropriate cases, the U.K. Government would be ready to 
have the disputed U.K. contracts referred to arbitration by 
ICSID if the Ghanaian Government so wi~hed. Mr. Broches 
knows about this. 

1/ Paragraph_ 7 of the Proposal states: "They (the 
Ghanaian Authorities) would also clear the arrears of short
term external debt as quickly as possible strictly on a non
discriminatory basis as between Creditors, and would for the 
future limit the amount of short-term external debt to be 
contracted." 

(Di.ctated by Mr, Wright over the i 
telephon~ and signed in his absence·~ . 

EPWtight/Jc 



NOTE CN 'IHE CURRENT STATUS OF GII.ANA 1 S DEBT RESCHEDULJNG DISCUSSIONS 

The Creditors• Proposal was submitted to the Government 
of Ghana on No ember ey nave no yet responded to 1 , u 
have informed us at they are studying the proposal very carefully, 
and that they will respond in a positive manner soon. Indications 
are that ~ official response will be sent from Acgra around 
mid-March. " 

Both the British and the US have recentlY informed us that 
the series of actions taken by the Government of Ghana in December and 
Janu~ regarding government take-over of majorit,r equit.y participation 
in certain foreign-owned enterprises, have lessened their willingness 
to help find a generous solution to Ghana 1s debt problem . .-. 1!ley argue 
that the government take-over of these firms, which are primarily in 
the fields of mining and wood products, are signs that the Government 
in Accra is not anxious to improve the climate in its relations with 
the creditor countries. They also point to apparent inconsistencies 
of having the Government assume extra budgetary outlays, and new balance 
of payments commitments arising from that action, at a time when 
Ghana's budgetary and external payments position is most precarious. 

The Ghana Government on the other hand has continually stressed 
that it will offer full and fair compensation for the equity participation 
they have acquired in this manner, and also have stressed that they will 
take further action to correct the budgetar,y weaknesses which exist. 
As an example of their willingness to do so, they announced on February 1 
that all subsidy programs on imported connnodi ties, including food, had 
been abolished. This is in line with the policy recommendations which 
our economic mission made to them last summer. Furthermore, the 
Government stresses that the January 10 White Paper on Ghana's investment 
policy completed all action they intended to take in this field and also 
stresses the fact that the Government does wish to continue cooperation 
with private foreign investors. This White Paper was intended to 
remove any uncertaint.y which private investors may have with respect 
to future government action and established clearly which sectors and the 
partnership arrangements under which private investors are encouraged 
to continue their involvement in Ghana 1s economy. Iii , ,, 

Af-lor it... k£. 21 i3......e kfr· ..., ~ ~~ ~- f""}'--1 (!10.6 ,..J/J '->-< 

~ ~~/o ~f( ~ Gov. ~ 6!-t~ - ~~ ~ G4q~f44- A-lt~rk4 EJJ a-.{) 
~ ~~:dlc-.f~r. · ~Ad~- avt.taP ~~ ~~"ts k~ f<<LSc:N<t6-e f~ 
4'-\ ~ rAkf- ~ ~ ~~ ~ ~it; ~ lA-t.~ ~r~ t:::1ii-
\.M.t.~~~ ~;!::l·• "1~· 4J£... ..... fi1..,...:. L /,..A.~~ "'L 

~ ~It-/(_ G(}J'. en., ~ v~~ • 
LEChristoffersen:jo 1d ~ 
February 9, 1973 
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WBG ARCHIVES 
CO:·JFID::2JTIAL 

&J.m-:-rt aTy of Gh.3J1 a. 1 s Creditors 1 Hee ting in London, October 9 - 11, 1972 

Under the Chairmanship of C .H . Le Quesne, Deputy Under-
secre t ary of State , Foreign and CommonHealth Office (U . K.), representatives 
of ten creditor colmtries me t in London during October 9-11 to discuss 
the ··possibility of fcrr.mlatin_g a debt rescheduli;Jg proposal 1-:hich cc·uld 
b e offcre-:i jointly by them to the Govse"L"'lent of Gh ana . The govermnents 
repr2se~ t::: d .-:rere : 3e1gium, Fr2..nce, Gema_,_l1y, I taly , Japan, l: e":.herlands, 
Nor~·ray- , &·:ri tzer12_'19,, t he U . l . Cilld tr.e U. S .A. Both the IBiill E • .nd the TI•IF 
sent observers 'C O the meeti.~g (see .A tta.cl-'ullent 1 for list of delegates ). 
The b a siic oocu:nentation i'or t1:e mee ting had been p::--ovided o~{ trle Bank Is 
eco~10-:-·d c Piis ... :ion t o Ghan:::~ l a st June/t:uly , headeci by Er . HcGibbon . Its 
rep0rt had t-een circ'J.la te.d to the creditor cou..Y} tr:y ~ overnmen t s in 
Septenber a.nd at the Londor1 meeting s it ·Has a gresd th at this r eport uould 
prm,~-icie the ba4is fo:c f orr:u1a-:::.ing a joint debt r escheduling propos~ 1 • 

The han!: delegation had been requested in advance by the Cha:i_1:t2.n 
t o pres._;n t -ch(B211~·~ 1 s a3se ~ ~:.:2 :nt of G t2-.212. 1 s e c oncni c s2..tuation 2nd its 

. ~ ,.., .; ~ - ,. -"- d .:.. + ' '-'. ..:.. ca..,.., ·i o ' 1; -.: .~. · -"- . . o -. , t r::. T ,..., · " -1- r::> 

C~P:;:,~} 1 _ .:~- ~hnT~ ~ o_~ ~;" .. ::- :~ ~~-,:~~ =~~L·~- =~-~ .:l~ ~-:~---~~~--~':'~+ -~c:_: P: ... lrau~ 
m~e \.J....:... • • :=, •• ...,... ~ ·- ft. v Cn -:::~. ....... 1 . . _'1 (t;; _ '-'- '-' vf..~ ..... .... ~~ .-Lno c_ ~-·~ J Ol __ v S ----..·u-.Ou on 
}1m1d a~.r, 1 Cc :..co r 9 ~ I i!'.fcr:::~ ci ~_:_s -cho. ·~ it u2.s OUI' in -s~n -;:ion ~ if he s tiJ. l 
c ons::i_c~red 2..~ L:.s::i''..ll to h c;:re -:l-:.3 .o~ .. L~: u:::.:=ivc!' a s':., ate~rv:ent cr: G1:.s.:n. a 1 s 
econo, .,.: c' D~~T .... /~ ·r·'.".-.• ~>l C ·"'· . . . . . ' ,.., . ..., 

• • . J... _ ~!. - ....... u_ .. ~ c .. • _, L.o : ~:::r_ -c:.c~ ·::~fl l..:, 2. rl our J"'.1 G0"~11 enl: -;:.ne ~:;v .. '2'r:1r-:r::r~ ~ 01 
Ghc.n a he.d r.o~·r p:rc2resse::i far e.1ougl: to ju -1ti£'y pre sen ~i~1g t.~:e sut;c.:r 
proj8 ct t o t.~1e Bar::k 1 s l3oard i Di:.~ e 2-::.ors . 1-:r . Le QG.~sne :..ni'0r;-:ed ::~.c 

that a rc .:' c ~·ence to tl'"' e Ba..llk 1 s position C'n the:: sugar p:roje ct ~-.J01..LLd .i'i t 
in Hell 1-:itl'. U. i\ . '8l2:1s . Aft2r the op·2~·i .. . g of t1:e joint sessior1, I 
prese:1ted the Ban}:: 1 s state::' e_ t -r..o ~-ne rr. eeting (for text of s t.atcrne nt se·· 
Attac1r.len t 2 ). 

A~ t er 2-l/2 de()rs of delibe rc. tic:1s, -:he confere:1ce CODCll;.ded t~1a t 
the creditors shuu.ld offer G~a..:1a a aebt r e sch eduling pr oposaJ. 1·:hi~!1 

consis t ed of five years 1 gr ':lce period: 15 years a:nor t ization : -herea.ftc-: r 
and a ccncession2.l i~terest r2::-e of 2-l/2 percent p . a. cc\ ... erin~ 2.ll 
ou ts t.a:1d:i.ng a:"'nour:: ts cf Ghar~ a 1 s !T.edi u ¥·1- te r n debts in cu.rred p~ ... :..or to 
Febru2.-ry l S: 2 ·~ . A s ta tis t.i cal tc:.~le s '1c':·Jing ou-"- standing a.:-:-lOUl-:. ~s oi G~~ar:2. 1 s 
total indebtedness -vras distribut ed b: ,.. the U. K . authorities at t he 
meeting and is gi\ren in Attach .. "nent 3_, An:1ex A. The meetir:g e.f:reed upon 
the '\\'"ording of a draft co::'.r,1ueique Hhich s nelled out the detcJ.ls of the 

·join t creditor proposal (sLo-.-:n .in .Attaclm~nt 3, Annex B) . In addit:..on , 
the meeting formula ted em Agreeci Hinut e 1-;hich ~:o".lld only be tra.nsmi t t ed 
to the credi tor coun trJ'" . gove1~11en ts (see At tach"ilen t 3, Annex C) . 

.;-
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The meeting unanimously requested th~ IBHD to transmit the 
debt proposal to the Government of Ghana. Sine~ there lTas some uncertain ty 
as to Hhether it -v1ould be possible for all of the governments represen ted 
at the conference to confi rm -i_,he proposal vihich the London meetings had 
concluded, and, since it was agreed by the majority present that it 
v-Ias of utmost importan ce to transmit a creditor proposal to Ghana as 
quickly as possible, the conference agreed that the debt proposal 1-1ould 
b~ submitted to Ghana by the IBRD by October 31 on behalf of those 
governments l·:hich, by that time, vrould have signified their full agreement 
to the proposaJ.. 

After the meetings, l ~ was further agreed that the U.K. Government 
:~vould c r.nTLunicate t o the IBED the final text of the debt proposal on 
1behalf of the creditor countr'J goverrn.ents which had been able to signify 
their a8reement to the proposal in tin:e . lt Hould be transmitted to the 
IBRD on : October 30. The creditors expre ssed the hope that it v1ould be 
possible for us to dispat ch the documentation to Ghana about a day later. 

I 
I 
I 

I 

At tac1-t_rT1 en ts 

LEC:jo 1 d 

cc: 11essrs. Chau.fournier 
vh'ight 
HcGibbon 
Nissenbaum 

'I 
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hcis Si\'€--~ J.i~·~l-=! x--]_e.!:i:.:il:. .. ~ -- C l,,~ . ~:J_:i.l~ 3 J·t ... ? lor: c--:ei' -v::;::.--- ~~1 ur.: ,j \..1::',;~ ;·:-: e~Ct:. : -::.::-_ :: 
at tl!~: C: ~:-::3 ~:,ir~c. 2. rJ ,::. ~ · t 2. ri =: --;. ,o c! ·J :.t.!~: ~ 3 j_~ :2·!-'_ ·~~· ~, :; ~ r1J.r: c.: e-:ls~~ c :~ r. i :..::;! ~~.J . 

the T'D '! '~ to .; Ji')._ :· ~~~ -;:. ~-i he :-' .?:.~- ~-:::. c.: tic;n in 1 CJ T ) ~:-:c. 1 971 1-;~-: ich in ttc" :l o:-.;:- ·:::.::' ~- ~:.~: 

0ouJ.d ~ lz, .. "'.re 3-8~i_ 2 -·l -?ci a 7.8~e 1 "' ~-: ::.:.i~t ic ll '? ~ ::1.~c. alloca~~-1_oi1 of :)'J~ ~·isn -:: ::2 ~ --_::.:.:-_;_:; 

fcur!.C.2~ ' :2ci c ~1 t~'3 _:~::t=- ~~:.re ~-- . -~,) ~1 ~~~ir: ~J :~t .. ~C~ 2.~ v.s :_;1. L.:-.c ~. ::J:.'"'t - ~l]~:1 c.::r d c:: =~ - -=~ 
', 

a S3l ... ~(_- ~l ·~ tc:~i_G.r-: ·~ ·2 :-; _._· r- 2~ .. -:·. :::-: ·t-J:- c~i : .. ir .. i~1 ~-;~ -j ~ _ c ri J-~~S.! - ~ ' \:: cJ. :'es.c~-!- r:-~~:t~·: _ 
r ess!. .. -v-•_.2 "'.: ::~,·.:: -~l:J.·~ ~-! :. :-:.c~ :.. ... 0.:: -~ ·_ :-; ·~ .~- G -~ 

tr,?.C·:: c;:: .. ·.?.~.ti ~ ~t· :·~=- c_·~ . .-L c:: [. · sr-: -,-e :--· ;; } _~T 

se :'i o~_-:3 j_v~O:;,~ L·. :· r~:; i:1 :,~: ~ 6 J,I :·-::_,..:~ ":0!: t :;~_: \.)_ --~ e t . . 09~a i ~ :-; t:)~ ic .!,..,~~:. :12'"~ s ~~s:-:. ::; ~"t ::; ___ :_ 

,;~ai11 -::. !-.: -~ s co ~::- e :Co~ ~ ~1 -~ -:d c .:. :~ ~-~' -:;~ticJ iJ. i -:: ]_:_: ·~ ~i~3a O~r t~:c r1 G!.:":., c- ~ ·~2ss 9..::-_,::. 

vo l:;:f.:.i J_:. :~~ o:.. r·e -/\~!1:1 8 s o 1.:::~ ces) :~~ 2 c1_ L~ __ ·j_ ~~J-~:. ~·:/ c~:· 1:-:c.l: ir:~ si~e a~ ~. e 2:1ci 
irr-~ ·30}. L!. .!..2 Cl l-:J iTl ~o-.:- ~2 ~"';:: ;-t :;::_t. C~·:_:_.f3 !1~!.i t,J.1)S ~ - ;i ~ 11~~-t C:-' 2~~:,i.-r s S•27lS 1J~ C4-:~=.C ~/-~ - ~. ~~-- -.. 

So:-:1e of t~e 
nc ~ seen c or:.::i:: ·0s!:-::. ui:.h uhz.. t ~ -!2.S neces:.~ .?..r-J to reC..re~;.:; tr1is e.:::Jl::::r-0.::: :-::..~: .:.:. 

i'inan~i~'l.~- c:."isj_s . ...: inc::: t::-1s:3 e i:1i ti ?.~ :.-.olicies, tn e neu Gover::-:..1.2:-:t ~-:::: ::: 

rroceec.ea a2on~ a :-::.uc2 n::r-2 ':'? :-_c:8U~"a~ ir:~ · ~· a th in its econo~;~'"' G-3ci si ·~::

makin~ . Tns refo:r0u.2.aticn or thG uevelo~Yr-c:1t s t r atsr;7 a nu. e ccr,o:-TI. c ;. r:-::rc-c. 
has given evi dence oi' bet-::.er sector .:-:Jriori tie:J and :sr~Yvi sions i'or ':Js~ -:sr 

long - ter;n economi c 6 -~':J~.,t~L Sc.c ·bor :' l'Of;I'd.ms 2.re ncr:-1 fo~· t he ::'irst t ~:.2 
being bllil t u·:- frc·:rl cc:.rei'~lly 2~S ses sed ::ro j 3ct ~:l2.:10 and 1·Ti thin a fr2-"':" ~~-n~k 
of Ii!"J.ch i~.ry~--o ve ci ~ro;r2.:-n. c~:~d T-l ~oject 8C8l"'i::ati~n . TI1is i s )2-rt~cul=-. ::-:. ~J' 
signifi cc-~r.t i n th ·~ },::~ :r ~ect:J!' of Gh3.~-i C.. I s 2-COYlO:".y -' asri ~ul t u re ' ";7~'1.:?:"7.; t~~ ~ 
Gove ri1nent ha s c lear:!..y ds f i neei its priorj_ tiss and w!'l2!'G i t s objee! ti ..,_-2-s to 

.;-

- --. - ~- - .. ., 
.._. \..1 l.I..J.. v ...... ._, • 

indicated 
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::=' O·')d s rod11 ~~.jj_c. :l c.~nci t ·J C'_ cr ..;-:1.3 2. tl12 G·.::: :-end~nse on 
r.::<~·i m:,_te ri ~-~s h~ .. ve b3ei1 tr.::n:-:Jat.c:-c int .. :; ~ · ·· c.;cL~'ic 

~-:rog ra;:!.S C1DQ :-, ::_~o J"3G~~S . ":;] e r'ind cv-lu ::;ne!e O .( !!:!)~ ... ~ ~y0te;:-,a.'ti c r,roj 2ct, 
r;re:.' a :'a.··~ j_on i.-iO:!."'~:, .::.. :-:::-1 i'lU':.!h ~~r-:;.J. +J s r re s_::• on3i•.rcn.es:=: to _:) rc ,:~ct aa-:ri ce on 
t echnj_c2J.., -~·i !l.J.r~ci ;!.J a:1d. e~o::o:ri. c r::c.. ~ L, S l"'3 . Cc· n.] :::qu 3ntl;.;- , ~:.-:: :'i:1ci our
selves in a ~i ":,"Ja~icn ~·!here t~l~re is a so1id anc:. st.r\Jr .-~ : j_:Jelir..e of r.:.i --:;h 
!friority ~:, rCJ.je ~~ .s ---a s:. t 1J.atio n ~>Thich a:.1.:;1J.!'S He1l fol' Gha.!lJ. ' s abso:.--·:iti"le 
ca:)ctci t~- r to utilL~2 a:.a _:=.rcrn·) :.l:.r 1-;r~~n c..id is r scu_:;:.ed . Tr;~r8 i.::> thu3 
!..JO Sitiv~ <::L"':.Q 2?.·:: > 1.l~'Jr: ~i .n.::_: 8Yi.o·~ ;:.~e i:,[i :?.t G':'l~ n;-::. i.s ta:-::in~~ StS 1 ~· ~ GC~·: arac; a 

a}_~ o -=.ri ·t.:.:1 ~ • 
j ~c-ti~ts s ; ,~:'tU 

Di.lO~S'L ?.. ::':f: .S.::lC!. :::, :::;_! c.:-lGe QI .... · ·)c:;,='":!:2l1'~S --- ~s:J:l .. :.:-.1 . 
I 
I ~ ~r:s "J ...... .. =·~- .:!.:.. ::c~ r.,::;,~ ~:.:~ !: :.t::: b~ e~ 2. ~'j:i_s-.~2 n -~~-. ; .::1:cS..-~ c::rr2ct:i.::.c: t:-:: =' 

~-:::_~;~J~~<.=~ .. ,.0:.~.~-~~~~-··~:.:_r~~1 2 -,~---~=·:l. ~~-- .~:.:_;_~:. :. :~~: 0,~ :~~·~;.~=~~~l;}~,:~~~t~~Et:;L t~ ,. ~;~~"~~~~~ ·· -; 
_. ~ ___ -:._ __ _ _.. _ -.~ ,_~_ .. __ , .... -· :--:~ ~:,l[~:-: : ~-: :.n :~ 2--._·-.? -C'r:~_ :s:_ :: :J.~_:._ ~ -:;C t.)..::. :: .r-"li:-:~3 ! 

£''" :-!ci c , .. ).:.1-:. :~~_ -r) ·. :_ ~ ~ e1 ~: i ,..; ~: :_ :·"i. :; :. ~-:, ~. :·r -c.o :..~-! -- :.:'::Y'J E=-..:~1-':; r:-c. ~; i ::: ~ t. r:.:.. ~ e L; :.~~~_( .. ~! cG s ~iJ.l"'j_ rl,~; 

t:~e I:. ~SL; }"} .:-:.} _ :~ C ~- V:'""_ "J. 5 2lf..:;.~"' . 

t I 

:.j -,_ -.·, ~-, _2_ -::, s .: ~. ,_:::: ....... :~ -. sl'-~ 2 r.:.' !-: c.f ~\ C:~ t:-: ~ -!1) 8 ~:-a 1 ? ! "'C :-J. -=~ O:; ·J- ~~ :: r~;~ -_2 :: -~·. tl7"1i -1 0".1~ ·_ ~: ·2 ci 

GG·~r:;::'~--;:1·.;:1:, 

go 'l8::"'~ .:snt 

l ast July. 

......... ~ ... .... ::. 
' ... ·v -

.,._ - - .., . - ·~ -

"'~ . ~ - ._:;.. •_) 

1-Tnile the ne!lsures 11! ~: ~-:.::..o;leci s1:.c·~·r ~v-ide~r:!e of a gc:·od be:;i_nr-d.~s 

tG-.--v-ards sou_'lder .fiLar;.ci2.2. and e::!cno~:..;_::! r.:..:;.:J. .:.:.~ e:::'2i.1~ ;o tne ec·:Jncr!ic si'L•J.a:t.io!1 
still rs~~i~s serious. 

of the Gove rr:.T:l~nt, as ov..t=..in~o. :.:1 th::! Bud:: ::;t , :."'2::::.'ese:n . .:-;, :i_n ou.r jud :::-:12~1.t , 

subs-:.2ntic..2. _-· l'Gp,re3 s :.i_n th2 ri·:rnt di.recti2n _, :'u :;:·t.~1.er r.:;c..sv..res ~-;iJ_l c~~tai~y 

be required. ini'~.a tion of This 
the Gove rn-:1::!!1t se 2ms to reco ~nize cl e ar·ly . Col:::>:1el Ac~1e2'r~:_;o :: ; st~ltsG in 
his Buciget 3tate!:lent of Sept3ri!E :r 13 that his Go•..-2rrunc:1t Has brea.l{i n._; 

,.. , .... . t ' ....., .... "' .... . -L . ...... 

p~l§':es :=--() u:1l.ess o~hert:::i. se indicated 
(see ~otes belo\..:) 
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-:-Ii ·':;h th=- : ::.:::t t:~· .-.:_rj-2_-::, · _o::.:; nf: :-;_,_dc:-e t, ::·:r:-;:::entatio!l . Ir .. stead 0 ~~· ~~ :-' elJi:-s ·'"l.. 
i.!l th ::; :2':"'..'-~ "ZS t, :'. C C·~"l "'~- .?.-~ ·2! C: 0 1.:•. -~, .=, r_; o..f.' C. C '.:,~ ': ~'.. ;_· U-.,_ -~ 1! '3 i 'ull b i_'.O :.:0 t _-,e l i.O d : 
t~ J C 11~~1 ·::·)""'.'2:r rT:r:nt ... .=..s cl: ,...J: - ·r1 -so t2.1~c-; a c:r2.aus.J.i::.: t a<-::]rGa::!-1 ~.!! d :it [; .::::. 3 
ez·.~·l~i_ci ·'"' =-~- :..:t:::-:,;·::d ~':1 -:.c. it ~!_0 _r er)<lred :,~J t.:::..~-::e ~. s ·,-; c:uuit i o:-,a}_ e cono;;:is 

cou:'se of t~1e year, 

Gi v en ·c.:-.:?. _":'ol i tic.:.::!_ rco.l i t i :)::;, this m2."'r be a ;-2.de course . 
In 2.n'.r c s. s -~ it. is c~_ ec..r 't,) • s that t~·1e ve r y o.i :!.' -~~~cul·t econc:-:i. c sit u .:-;:. ~i.e:!! 

rj_s:.( ~;~i~:~ c:~.-- =a·~_t0~'"'2 s.~J. c:.'="~~~--s, :_-.:.8=~.,_,_c· j_r::~ ~~ ~-1::: .?~~~=, -: j_~:- !'- ~ :-::: .:-~·ac~:"i~ _·_ .. 
t h .. .::jr fo}l~-_;- ·t~-tl_s C- --·"'::~:.. ~ c-~J7.1 - : -;; 1-.i:::·;~~~f G2~; _i ;~·\T;2 T):-_s.-;:, ~ ·:.= 2: \:. :.·j:_· ~ -~~ .. ~ be (; -,-s ~-

Ollr' iii~~- : -c.~~ ~3 r~~ ·~:A. SU!:")8 3 so ;")::_ :~ : ... :l.~ - 0!1 b~r :.::~.)""'...:t r3 -: r .s::•:; :~~ 3Ui'l·i ::~ 4 c!·1 -t. ~:-:." c~:~e;~~ 

to ju_sL,~_ :.':·-- 2.t :.e :_:'_~.v 2 ::-! :-c. -~:~ ,~ -:~ T' -::J,_'!:T:'):~~-~-~!. c,:_ ~G:' .. .:: .:t_1:~~: to Gl~_:-:. ~::=. ) c) .. r~d -: ·~2 

~'\l:- ~cr::~:··~~=::.~:: .- - =~ :: rl~-: .;~. r::.: ::~;:--.. ·\,-:-.- ::, -: · ; ~~ ~·-· :~ -.~~T.!_:-'·-. ~ - =-· .:J.~! )·::-.~.~ ~~-- =-~ c~- ~:! ~o ~G·.--5-.J_c _J:-:·:. ~:.:,~ 

2.~1ct ~-:~ ~s~_:_·~· \'~ ~ --L i:.: ,~:;;- :.:::~., ~~_:. -~r :, : ,.: :- ~ .. ~ -:,:.:_:, ~ . :1 ~1: ~-::r., C: :'-.:!.2 0 .3.!--:. r: ·J~. : -:-. z.;e~J i·~: 

1~-:-J b !3l :Lc;~-.;- 2, ~~- '-}_ ~:-:::ci :r:> :3 :: ::'J-~ : :!S:l"t- d .-:;·1~ ~) t~_ c eZ.:'c- ~' (.,~ :.r: t .r:/-:.r:'-: ~c1 :c2::> t·'-'l""'2 

a so :..~n.d c:c ·~ :-:o! .. :.c si~uc::. ~~.:.02-:. ::._ :_: -J. ~-:.c..~-: ~- - ·:,i·~ . -::. -~:i ~.t c.~.=:..c:- - ~ .:: -. - :,o r< - ~:e sor-:.: 
_~!"O :~r -.:: s .s ·c, :;~-~ ~~~\is ~ ~ ~1- ··.r:_ ~l :; ..1- '-' ::, s-~ ::T1_!_,~ ~· Llr~ ... l --~ ;..,V ·..J =. ~: _;: c1.J-.. d ~~ !'·2 ::~.~.:1c:: ~ ~c)n.c~:.. c 
gr·:Ji:J~,h 2~:~s~· 2r~~1:r ~~~ .. ~e.~s o:." Tt2J.2..t.i-vs stc.-~r~:: . .-~~ i~n . .3:.J.~~h a c t -:o l1 .,.::v:ild_~ ::!_11 
our juci3:.~2~:t, h::iv8 t:1 c .:::. tz ... ly-:ic a;"'}d c8ns.t:rt::.::>:::,i -.."8 i i::·"JC..0t u~:on t~-3 Gover:L"llsnt 1 s 
"i·rilli~r;nsss t o 1Jr:Jcseei '(Ti th S:JD.nd w."'1d r'C' ::: ~~,stic ec -~nomi c polici es • 

.;· 
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Otter 

Sub-total 

13?D (j~cludinr ID~) 

Total ISRD Creditors 

'f'o t. n1 n c~- I l)T\D 
'~re ··l i tors (sec r a t'~e 2) 
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STD 
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0.6(b) 

lJ/A 

H/A 

f.:/A(c) 

20-28(b) 

:·r/A 
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I·:/ A (e) 

'I • 2 (b) 
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C).O(b) 

R .O(b) 
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2P .. O(h) 

?·:/A 
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N/A 
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f'!II~ 
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Sources: I 'JrD 1~c.r' ort C·e _r1 t ' \ <-1 (;~ Vo 1 II ~ nr) l e ? , 
pJ.r--es ::::,_6 u..,l e --::c:- o ·~·hcrH -1 co indicated 
( ~ ~· ~ ~ :l 0 t: ~ s i~ ~ l ; ~~ ) ~ . - .... ._, ~ 

r-L.- .:.... ~ .... ~.,--r-, - 4 

n l· ... ,.·- . 

ANlS X A 

I"i·l'D (p0rt -
!JI\1s 196c_-:~ 

J'fiL 

HIT_; 

0.2 

'+- .. '+ 

HIL 

1.3 

'+. 2 

HJL 

0.? 

5.7 

-
0.8 

25.9 

NIL 

T .-r-...-.. 
..t..: -~ _) 
~-. 

1:( L 2 

. -, 7 
- ·..1 ~ 

,._ L-..., 

~- . 
h. 0 

:-: }:_, 

""TIT 
-'· _:_ a ..! 

no ,..., . / . "-
770 ., 
.,) _,.'' • t 

--~ . . l ...: 



I 
1 
l 

. . I 

l 

l 
~E~rr. OGTS~~~TDII~ --------------------------·--------------------~--~--

(Best avaj labJ.e 

c::j_n a .... 

8zec~os1ovc:J: ia 

~.':l~ t C ermaJ1:J' 

Ror:1en ia 

J 
I 

!lo~-I3ED 
Credi t ors 

2Durces: 
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'. 

62.3 

I BRD Sept 1972, Vol II, 
Tab 1 c 2 , . p a[~ e s G -7 

· ~.?..) C.SS1..J.:I:es fuJ.l i !-,_:'J lf:ne-r:tat:.on of 1966 , "1C]6S ,'"=lr"'.ci 1970 J~ := ::- ee~·. : c :ct2 

( b ) :U e l e c- .s. t e ' s e s t i .. ~a te 

(C.) 1.:~co~ fi::.~cc. 

.(e) less tl·~a..'Yl ~18m 

( f) un.i~surc d 

( [:) ln.tcst 0St j _:n:.'l ~ -C , .incJ u~:~n ~7' ·;87n insu re d cel)t and .i)0:7! ~ .. rre :"l"' '~ o: 
interest, profit ~ anf divi den~s 

(!1) BeJ:k o.f Gh81lo. es t jmetc, c:~:c.ludj~TJC nrre<=1rs 

( . ' l,,- esti!T<<lt e i::1 J3FD Eerort Sept . '1 (:172 Vol J pnr."lf!'F~:··r_ '138 (p .-:-:- · ·'== ':.\~- ..= , 
includins S'1COm arrears of intr' rest, profj_ts nne! divide:1ds) 

(j) i ncludes cdntractvsl intere~t and moratorium j~te~G~t o~ rc~c~o:~~e6 

STD S~ort-tcrn cebt 
·_I · y I'-~TD r<edium -- term C..ebt 
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Follov;ing the decision made at the end of the 1970 Gha:1a 

Debt Conference, the r epre sentatives of Belgium, France, 

the Federal Republic o f Germany , Italy, Japan, the NetqerlcJ1ds, 

Nor1·1a.y, SHitzerland, the United Kingdom and the United States 

of America have mct . a~ain. ~hey have studied with interest the 

IBRD Updating J·~cmorandum on Ghana's Current ~conomic Li t,_;ation 

and J?rospects, and have revieHed developments in the econo::;;' since 

the beGinninf> of. the year, and incledinc the recent budset 

statement. 

2. rrhcy reco cnise the constraints i wposed on Gh&na c .S a 1:'2SUlt 

of · econo:llic policie:.J in t h e past . IJ.'hey are syr;.p at!1etic 1:.i t~- the 

Ghanaian objective of r;ro\-;th throu r.h self-relillilce, and [lre 

encouraged at the indications of procress in carryin~ out t~c se 

intentions . 'l1hc;y· \·:ish to reassure Ghru"1a of their continu.in c: 

~oodv;i ll to·.;e.rd s ~1 er .. 

3. 1l'hey note in particulc.r the large volur!le of e: . .::te:r-~_01 C.0~t 

accunulG.ted by Ghr:,na aild the limited volu1: e of pros: ect"i. ve :o:: .. :c:: i~' Tl 

exchang e res01lrces e.vaila.ble for debt service, in~orts nnd o::hcr 

pa)'wen t s. 

4. They are FJl:xious to assist Ghc:.Jls in dealing \·;i t1l. her """)ro':)le~;;s 

and in achievint; an c.dequute rate of gro\·.~th and <ill e!lrly restorotion 

of nor~al extern2l economic and co0nercial relntions. . . 

5. In the lit;ht of tl~e above considerc.tio!lS the Governnents 

of the countries concerned nake the folloHinc propos3.l.s for a 

settler.:ent of the problem of the medium-term debt inc11rred bc:ore 

24 :F'ebru:1ry 1966: 

a) All payments, other thnn morntorium interest, due 

under med i1.1ra-term contracts :covered ··by tLe Jl..r~rccd 

/hinutes 
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i·linutes o: tte 1966, 1968 and 1970 .Uebt 

Conferences w ~ ich fall due on or after 1 July 1~72 

shall b e resc heduled and there shall be n gr~ce 

period of 5 years frow 1 July 1972 to 30 June 1977. 

b) The rescheduled anounts would be paid in thirty 

equal seni-a.D.nual instalr.!1ents starting on 1 July 1 c_~77 

and endin~ on 1 January 1992. 

c) Interest durinr; the g:ra.ce and repa:ym.ent I)eriods ".·iould 

d) 

I 
! 

be pa;ze.ble on the outsta..n.dinp; a31ounts thus resched·uled 

t tb • t '"" 2 ~ r I d , h a .~e concesslone...ry ra e o : ·2'-; ·.~ p er arL"'1um, 8.1"1. . "G ~ ... e 

hicher noratorium interest rates provided for uncer 

th~ Ar;ree C : .ir:cc:·.: _: ~-f the 1966, 1968 and 1970 Debt 

Cotferenccs would no lor..ger ap:;>ly. 

i<'or· the purpose; . of ensurinG; equity bet>,·een r:ediur:. -ter::-. 

c,editors Gha~a would as a matter of priority brinG 

up to da.te until 30 J-t.l.t"l.e 1972 PClJ""l!lents due UJlder t~J.E' 

h.c;reed i·iinutes arisillt; out of the 1966, 1C)G8 cmd 1~:70 

Del·t Gonferences. 

e) i'or ack.inistre..ti ve convenience a.nci in accordr'illce 

\·lith custonc;.r;y practice in reschedu.ling s.rrc.int;err:e~ts, 

the creditor countries recomnend that the Government 

of Ghc=:..u.Yla should not re nuest measures of relief from 

countries for uhon total payr1ents due as cefined in 

paragraph 5a) amount to less than S2m. 

f) The creditor · com1trics expect that, in accordance 

with customary practice, the Government of Ghana 

\l'ill not rr:ake rescheduling arranc;ements v:i th other 

creditors at ter~s less favourable to Gh&na th~~ 

those set forth in this proposal. 

/6. 
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6. 1'he (!lo.nui311 authorities \·r)u J.ct. for their p2...rt continue C";IlC. 

intensify thei.r e ffort~3 to improve the economic ~;i tU tltion, 

facili tat inc; their access to the Ih.r'' s crc<.li t fucili ties. 

7. •rhey Hould nlso clear the arrears of short-tern external C.e't·t 

as quickly as possible strictly on a non-discriminatory basis c..~ 

between creditors , and would for the future limit the amount of 

· snort-term external debt to be contracted. 

8. · The creditor countr:j..es, noting the declared intention of t:• .n 

Governr1ent of Ghana to n et;otiate participation in foreig}l-O\·tneC. 

industri es, assUDe that prompt, fair and effective coi!lpen0n.+-io~ 
i 

will be offered to t~1e nationals of the countries 

I 

I 
concerned . 

9. The cre[itor countries believe tho.t these measures should. 

contribute ]-o the restor2tion of norc2l aid relation~. Gh·ana 1 s 

need to att i :-1 a ree.sonc.ole rate of econoDi c t::rov:th <:JlC. to 

• I 

1cprov~ b~r c2pacity to ~ee t her internat ional obli g~tions ove r 

the lanc er run ore recogni ~ ed . ii'he potentie.l donors ai;}Ol1G t 1-:c:: 

would v:elcoh!.e an early r:cetinc; to consider in the licht of t :1e 

debt settlement t~:e pro"'rision of i 1creesed develo0ment aid. , 

consistent \·.;i th Ghanc::_' s self- help efforts . 

10. The parti cipc:..._nts ag:-'eed to ask tLe IBF:J to trc;nsrr.i t these 

proposals on their behalf to the Goverrur.ent of Ghana and e:-::;:resse:.:. 

the hope that the IBhv would continue to use its good offices 1~ 

the search for a solution to this problem • 

.,-. 

I . 
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The participants co0duc~ed their ex~~ination of the problem 
against the background of the IBRD 's study of the current economi c 
situa tion in Ghana . In particular they noted the vieVJ expressed by the 
representative s of t he IBRD that the Ghanaian Gove rn.-rnent Hould be 
likely to consider seriously a reasonable and practi ca~ proposal put 
to them ,for the solution of their debt problem . T..'1e credi to::..--·s hope that, 
if pres~nted vJi th such. a prop-:>sal, they Hould be likely tacitly to drop the 

1

unaccep1able featu~cs ln Colonel A chea~pong 1 s s tate~ent of FebruarJ 5, 1972 . 
. I 

2. , The participants started by· ex ami ning the ailounts of different 
categories of d -~bt u~·:~d to the vario~s creditor countrie s. Tl1ey found 
it extre~ely difficult to reach precise c onclusio~s ~ but agreed that the 
figure s at ArL'lex A accu rc.. -:el:.r i:--1~icate th·~ orde r of magnitude . 1ne meeting 
then Heh t on to consid~r G-ha.11a 1 s capacity t o pay in the light of the I B?J) 

• 
1d . ' 26 s t ' repor~ / a~ea ep ,eiTcer . 

I 

3. A nu.,'Tiber of al te rnati ~re prograrn.r:1e s of re-scheduling Here eX 2.<rrJined. 
There l!as general 2.greerr.ent that 

'I 

( i ) Gh <?.:.'1c. 1 s gene r 3.l ecc~or-:1ic probl '-3::-1 could not be solved by a 
prozrc..--::r·Je of cc;b t re - s che du2. ~~ng 2~0~ ~ : h c-:eve2:' gener>ous . 
A pro[;ra:·~:-:e of a :.d 1-:ould aJ0o be CC::t.-Lled for : as ~-ie ll as 
great efforts by Ghana her.:Je !_f ! 

(ii) Both a subst~'l t:_al grace period a."'1d a hie;hly p r eferential 
rat e of moratori~": interest ,,.:ould be needed if the propos2 ~. s 

put to the Gh2212~ians uere to have a:."'ly hope of being ente r t a.ined . 

4. A.fter full discu.ssion it ·Has agreed~ subje c t t o parac-raph 6 b e lm-I .:
that ct propos :.,l for dealing "';·Ti th the mediUJ"n- term cieot on the follo~-ring lines 
should be put to the Gh2~aians:-

A five year gr a ce pe!'iod f2:'om 1. 7.1972 21:1d t.~ereafter 

repaymen ts evenly sp:-ead over a further neriod of 15 years 
at a moratorium interest rat e of 2-1/2;; . -

5. The representatives of the IBHD considered that the Gh anaians 
Hould be likely to be ·Hilling t o look serio1.:.sly a t proposals on these l i nes 
and indicated the IBRD's willingne ss in principle to tr&"'1 s~it the creditors' 
proposals t o the Ghanaians, provided that they were consistent with the 

· conclusions of the I BF.D 1 s o~:m s tudies. 

6. The creditors therefore prepared the sta-tement of their offer 
at An:1ex B for transmission t o the Ghanaians. This s tatement Has agreed 
ad rsferend~~ in the c ase of all the participants and subject to specific 
reserv a t ions in the case of -some of them. 

7. TI1e meeting agreed that this offer shotud · be put to the Ghanaian 
authorities by the Horld Bank not later t han Octobe.~~r- 31, 1972 on behalf of 
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all creditor Go~Ternments who by then 1-:ill have signified their full ' 
agreeJ:ent . Fu.r th~r consultation arnong the creditor count:::--ies might take 
pla ce should some Govermne nts be unable to agree certain poin t s contained 
in t he document . 

8 . Tne creditors expressed the hope that the IBFJ) Hould continue 
to usc its good offices in the sear0:1 for a solution and that it v1ould be 
possible in due course to arrange a meeting bet\·reen the creditors and the 
Ghanaians . It 1·Jas envisaged that, sub ject to the vie~·rs of the Ghanai a.'1 s, 
this migh t conveniently take place in ( ) . 

I 
! 

I 
I 

I 
I 

October 19, 1972 

'I 
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. February _ 12, 1973 

STATEMENT ON FOREIGN ECONOMIC POLICY 
BY 

SECRETARY OF THE TREASURY GEORGE P. SHULTZ 

The United States, ·as do other nations, recognizes the 
need to reform and strengthen the framework for international 
trade and investment. That framework must support our basic. 
objective of enhancing the living standards of all nations. 
It must encourage the peaceful competition that .underlies 
economic progress and efficiency. It ·must provide scope( 
for each nation -- while sharing in the mutual benefits of 
trade -- to respect its own institutions and its o1vn particular 
needs. It must incorporate the fundamental truth that 
prosperity of one nation should not be sought at the expense 
of· another. 

This great task of reform is not for · one country alone, 
nor can it be achieved in a single step. We can take 
·satisfaction in what has been accomplished on a . cooperative 
basis since the actions announced on August 15, 1971 clearly 
signaled our recognition of the need for decisive change. 

Intense negotiations established an important 
fact in"December 1971: mutual agreement can be 
reached on changes · in the pattern of world exchange 
rates, including the parity of the United States 
dollar, in order to promote the agreed goal of a 
better balance in international trade and payments. 

Monetary negotiations have been started by the 
"Conunittee of Twenty" on the premise that better 
ways must be found to prevent large payments 
imbalances which distort national economies, 
disturb financial markets, and threaten the free 
flow of trade. The United States has made 
practical and specific proposals for international 
monetary reform. 

The ground1vork is being laid for comprehensive 
trade· .negotiations. Those negotiations should look 
beyond industrial tariffs to encompass also other 
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barriers to the free flow of goods. They should 
assure fair comp~titive treatment of the products 
of all countries. Tpey should also seek agreed 
ways of avoiding abrupt dislocations of worker~ 
and businesses. 

In September 1972 the President told the financial 
leaders of the world that "The time has come for action 
across the entire front of international economic problems. 
Recurring monetary crises, such as \ve have experienced all 
too often in the past decade; unfair currency alignments 
and trading arrangements, which put the workers of one 
nation at a disadvantage with workers of another natio~; 
great disparities in development that breed resentment; a 
monetary system that makes no provision for the realities 
of the present and the needs of the future -- all these not 
only injure our economies, they also create political tensions 
that subvert the cause of peace." 

·At the same ·meeting, I outlined the principles of a 
monetary system that would enable all nations, including 
the United States, to achieve and maintain overall balance 
in their international payments. Those principles would 
promote prompt adjustment and would provide equitable treat
ment for all nations -- large and small, rich and poor. 

Yet, in recent months we have seen disquieting signs. 
Our own trade has continued in serious deficit, weakening 
our external financial position. Other nations have been 
slow in eliminating their excessive surpluses, thereby 
contributing to uncertainty and instability. In recent days, 
currency disturbances have rocked world exchange markets. 
Under the · pressure of events, some co·untries have responded 
with added restrictions, dangerously moving away from the 
basic objectives we seek. 

Progr.ess in the work o.f the Committee of Tlventy has 
been too slow and should move with a greater sense of 
urgency. The time has come to give renewed impetus to our 
efforts in behalf of a stronger international economic 
order. 

To that end, in consultation with our trading partners 
-and in keeping with the basic principles of our proposals 
fdr monetary ~eform, we are taking a series of actions 
designed to achieve three interrelated purposes: 



-3-

(a) to speed improvement of our trade and payments 
position in a manner that ~ill suppo~t our effort 
to achieve constructive reform of the monetary 
system; 

(b) to lay the legislative groundwork for broad and 
outward-looking trade negotiations, paralleling t 

our efforts to strengthen the monetary system; 
and 

(c) to assure that American workers and American 
businessmen are treated equitably in our trading 
relationships. 

For these purpo~es: 
( 

First, the President is requesting that . the Congress 
authorize a further realignment of exchange rates. This 
objective will be sought by a formal 10 percent reduction 
in the .par value of the dollar from 0.92106 SDR to the 
dollar to 0.82895 SDR to the dollar. 

Although this action will, under the existing Articles 
of Agreement of the International Monetary Fund, result in 
·a change in the official relationship of the dollar to gold, 
I should like to stress that this technical change has no 
practical significance. The market price of gold in recent 
years has diverged widely from the official price, and 
under these conditions gold has not been transferred to any 
significant degr.ee among international monetary authorities. 
We remain strongly of the opinion that orderly arrangements 
must be negotiated to facilitate the continuing reduction 
of the role of gold in international monetary affairs. 

Consultations with our leading trading partners in 
Europe assure me that the proposed change in the par value 
of the dollar is acceptable to them, and will therefore be 
effective immediately in exchange rates for the dollar in 
international mark~ts. The dollar will dec line in value by 
about 10 percent in terms of those currencies for lvhich there 
is an effective par value, for example the Deutsche mark 
and the French franc. · 

Japanese authorities have indicated that the yen will 
be permitted to float. Our firm expectation is that the yen 
will float into a relationship vis-a-vis other currencies consist en t 

·lvith achieving . a balance of payments equilibrium not dependent upon 
sig~ificant government intervention. · 
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.These changes are intended to supplement and work in 
the same direction as the changes accomplished in the 
Smithsonian Agreement of December 1971. They take into 
account recent developments and are designed to speed / · 

· improvement in our trade and payments positionJ In ' 
p~rticular, they are designed, together \vith appropriate 
trade liberalization, to correct the major payments 
imbalance between Japan and the United States which has 
persisted in the past year. 

Other countries may also propose changes in their par 
values or central rates to the International ~tonetary Fund. 
We will support all changes that seem warranted on the basis 

· .·of current and prospective payments . imbalances, but plan to 
vote against any changes that are inappropriate. 

We have learned that time must pass before new exchange 
relationships modify established patterns of trade and 
capital flows. However, there can be no doubt we have 
achieved a major jmprovement in the competitive position 
of American workers and American business. 

The new exchange rates being established at this time 
represent a reasonable estimate of the relationships which 
taken together 1vith appropriate measures for the removal of 
existing trade and investment restraints -- will in time 
move international economic relationships into sustainable 
equilibrium. We have, however, undertaken no obligations 
for the U.S. Government to ~ntervene in foreign exchange 
markets. · 

Second, the President has decided to send shortly to 
the Congress proposals for comprehensive trade legislation. 
Prior to submitting that legislation, intensive consultations 
will be held with Members of Congress, labor, agriculture, 
and business to assure that the legislation reflects our 
needs as fully as possible. 

This legislation, among other things, should furnish 
the tools we need to: 

.(i) provide for lowering tariff and non-tariff 
barriers to trade, assuming our trading partners 
are willing to participate fully with us in that 
process; 

(ii) provide for ra1s1ng tariffs when such action 
would contribute to ~rrangements assuring that 
American exports have fair access to foreign 
markets; 
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(iii) provide safeguards against the disruption of 
particular markets and production from rapid 
changes in foreig~ tr~de; and ' 

(iv) protect our external position from large and 
persistent deficits. 

In preparing this legislation, the President is 
particularly concerned that, however efficient our workers 
and businesses, and however exchange rates might be altered, 
American producers be treated fairly and that they have 
equitable access to foreign market~. Too often, we have 
been shut out by a web of administrative barriers and 
controls. Moreover, the rules governing trading Telation
ships have, in many instances, become obsolete and, like 
our international monetary rules, need · extensive reform.< 

We cannot be faced with insuperable barri~rs to our 
exports and yet simultaneously be expected to end our 
deficit ·. 

', 

At the same time, .we must recognize that in some areas 
the -United States, too, can be cited for its barriers to 
trade. The best way to deal with these barriers on both 
sides is to remove them. We shall bargain hard to that end. 
I am convinced the American workers and the American 
consumer will be the beneficiaries. 

In proposing this legislation, the President recognizes 
that the choice we face ~ill not lie between greater freedom 
and the status quo . Our t r·ad e position must be improved . 
If we cannot accomplish that objective in a framework of 
freer and fairer trade, the pressures to retreat inward 
will be intense. · 

We must avoid that risk, for it is the road to 
international recrimination, isolation, and autarky . 

. Third, in coordination with the Secretary of Commerce, 
\ve shall phase out the Interest Equalization Tax and the 
controls of the Office of Foreign __ Direct Investment. Both 
controls \vill be terminated at the latest by December 31, 
1974. 

I am advised that the Federal Reserve Board will 
consider comparable steps for their Voluntary Foreign Credit 
Restraint Program. 
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The phasing out of these restraints is appropriate in 
view of the improvement which will be brought to our 

· underlying payments position by the cumulative : effect of 
the exchange rate changes, by continued success in curbing 
inflationary . tendencies, and ·by the attractiveness of the 
U.S. economy for investors from abroad. The termination 
of the restraints on capital flows is appropriate in the 
light of our broad objective of reducing governmental ' 
controls on private transactions. 

The measures I have announced today -- the realignment 
of currency values, the proposed new trade legislation, and 
the termination of U.S. controls on capital movements -
will serve to move our economy and the world economy closer 
to conditions of international equilibrium in a context of 
competitive freedom. They will accelerate the pace of 
successful monetary and trade reform. 

They are not intended to, and cannot, substitute for 
effective management of our domestic economy. The discipline 
of budgetary and monetary restraint and effective wage-price 
stabilization must and will be pursued with full vigor. 
We have.proposed a budget which will avoid a revival of 
inflationary pressure in the United States. We again call 
upon the Congress, because of our international financial 
requiiement as well .as for the sake of economic stability 
·at home, to assist in keeping Federal expenditur~s within 
the limits of the President's budget. We are continuing a 
strong system of price and wage controls. Recent inter
nati~nal economic developments reemphasize the need to 
administer these controls in a way that will further reduce 
the rate of inflation. We are determined to do that. 

The c~operation of oui principal trading and financial 
partners in developing a joint solution to the acute 
difficulties · of the last few days has been heartening; We 

· n6w call upon them to join with us in moving more rapidly 
to a more efficient international monetary =ystem and to a 
more equitable and freer w6rld trading system so that we can 
make ~djustments in the future without crises and so that · 
-all of our people can enjoy the maximu~ benefits of exchange 
among us. 

oOo 

. . 
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