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Paper I -- World Bank Financing in Japan 

. Gentlemen: 

/J?W"Ld 3 ---~ 19~{, 

~ /n . -IW4; 
r?~rr· wt 
tftvtR ·GrM~ rA ~ 
~~;rv~ 

tfeo~' 

1. I am very grateful for 8 · · g te the opportunity to participate 
_. .. ~ tt,;•4"3t-~U. ~ 

in this international conference~~orld Bank G4oup has been doing 

business with Japan since 1952, member of the Bank.~ ~ 

~iii...liili~~~;;;;;;:;:;;:e;;~===--------~~~~ 

2. Before Japan, let me briefly 

describe the World Bank Group of institutions. The Group consists of 

three institutions which share the common purpose of assisting economic 

development in member countries. The largest unit of the Group is the 

~ 
World Bank itself. Its 103 members have put up~subscribed capital . I ~.~ .. 

i..... . ~ n,·~W 
of $22 billion, one-tenth of which is actually p~~d:in . rr~ m8ke~~ng- "~ ~-
term development loans at conventional interest rates .. Since the start \~s · 

~-~ ~ ~·~ 1£! • . 

of its operations in 1946, the Bank has made 1~-a~sf\. !n 77 countries) iteiiP8+!~~~~ 
~g~~t;;s ~· 

The older of the Bank's two affiliates 
) 

3. the International Finance 

Corporation,~h now has 81 members. The Corporation works exclusively __________.,.- / 
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in the private sector . So far it has committed some $150 million for 

the development of productive private enterprises in 34 countries . 

4. The other - affiliate~ the International Development As·sociation , 

was established in 1960. It promotes economic development in countries 

~ 
not able to hear &ae ~ &at•~wi loans made on conventional terms . 

Its credits are made at very long term ~nd f~ee of interest . So far it ,. 

has lent $1,192 million · in 30 oi its 96 membeL_c~ntries . ... ~ -v(,. ~ 
~.,.~ ~~Itt. J\...-. ~ P.~.~ "~ ~ ~ 
~ ~~~~( * ~·( ~ 

'n the paH .. ::!6:25 4 Japan has played a significant rol~ 5. 

a member of the Bank: it has made capital available to the Bank ·and its 

two affiliates , and has been an important source of procurement for 

projects financed by the Bank and the Association in other member 

countries . Japan has made more use of World Bank financing than any other 

country except India. As of December 31, 1965, Japan has received 30 

loans totaling $757 million for · the development of industry , electric 

~. _ .. ~ ~au~ .;;;..~ ~ 11~t/.. 
power, ~~. ~u~ ~~~4ft~ ~ j,~r'o •· 
~The . prime mover of Japan ' s fast economic growth ~ _ _Jl~ yeu are al J 

~~F*f has been the extremely high level of investment Mt =trestly prs 

&],JJCtiz »t!;:tz ' ts in the private sector . By far the greater part of 

private investment has been devoted to the expansion of industries, es -

pecially of the heavy and chemical industries . T -~vaaaee• 

~- . " P 1 N1 t-'t' u'liilf ?hl'f1ili -n~ 
~ i-Pdustrj ~.lwJ.l,x;pd:.u.~ . .tJ.,g.n..JMa!Ui/he -- l!eg"fftiil.ng of the fifties has 

-~ ~'k9·"'~a doublJ:Qf , s tgzli every five or six 
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7. \ve in the World Bank are --~~~~- proud to have ~~ 
in this 10~~:\~i•ilo lf'i'II'S!!ii Eleven of the Bank's loan;_, totaling 

$163 million~ assisted the modernization and expansion programs of 

"~ \"' 
s~ Japan1s steel companies: the Yawata Iron and Steel Company, the 

_. " 
Japan Steel and Tube Corporation, the Kwasaki Steel Corporation, the 

Sumitomo Metal Industries, .the Kobe Steel Works, and . the Fuji Iron 

~~~~re: and Steel Company. These loans ·were made ~ 't!lati nee4 £or tn-

been compl~ted~ . :~have led to marked modernization o~ the steel 

industry. 

8 . Continuous and heavy investment to enlarge the country's electrical 

generating capacity 'Q~n needed }B ·'hi 1111 · !I tlo::!ng · 1 

g;r to 

keep pace with growing demands of Japanese industry. In fact, the Bank's 

first three loans in Japan, made in 1953, were for electric power develop-

ment. In all, the Bank has lent over $175 million to finance 'tgently ' 

r8aa~ hydroelectric and thermoelectric power projects designed to add over 

1.6 million kilowatts to generating capacity. 

9. Development of transportation in Japan -- highways and railways --

has accounted for $410 million or over 54% of all Bank lending in Japan. 
~ 

In the past five years, i:a:alt let~rJii.ng for this purpose ~ •t n ha 

averaged $82 million a year, and supplemented the Government's investment 

program in the trans port sec tor ._ ¥1lu~ll~i..-'i~Wia~'tl~wi\11f!Jio!tz~· l!~tg~~tllTtee-tl'~~~~o,.a·~s:-tiCC!lSCniiiJ~e?inrrrlaag~gt~ftr 
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savere::ly behia4 the general htcteasf! ta- f'YsJustsG4:8R: sapa~y. 1 uill 

j d.fa 1 uitlt this subJect lit a ih0£8 aet!a!:Jad W?PPfir jp iliQl ill'litQCQJ:PiPSi Pi:Per 

$280 million 

to help finance the construction of the 335-mile toll expressway between 

Tokyo and Kobe.. Some.....,.wf bhe sections of this expressway have already 

beei:t opened for traffic and have helped to reduce t~ tim<;~ d ~ /.4.J ~ 
transport costs. This is also true of the new Tokaido li~ l!s;;azd which ~ 

\ j ~ ~ r. ;"\. .:i ~ .-.;.... "f;.J. 
the Bank made a loan of$80 million. ~0 ~ (\~~,.,.., ~t'.U- J 

10. ~1&- MPNk~~'"Q%:""J+Diflrt"'::J::'i'il!iJ i 1 a icc s·~ & '!&ltt>U.;isu &ly 

c~ sub-

million, made 

in 19~6, assisted the Agricultural Land Development Machinery Corpor ation 

in ·carrying out several pilot land reclamation projects in remote areas, 
~ )r-c;..t.... 7 

mostly prt tdle ielenae lY;!; Hokkaido and Honshu, anti financed the import of 
~ 

about 8 ,000 head .of Jersey breeding cattle for use on existing farms and 

on the new settlements in the reclaimed areas. With another loan of 

$4 .. 9 million, the Bank supported a project in .the Aichi region of central 

Japan, ¥ioA~t~ly irrigate more than 30,000 farms, supply 

of water drfinking water for many tmvns and villages, increase the supply 

for industrial use~ three. cities, and provide 10,000 kilowatts of 

electric power. 
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11. The business between Japan and the World Bank Group has been 

beneficial to both. On her part, Japan has subscribed to the capital 

of the Bank. Her subscription is $666 million. Like all other members , Japan 
/' 

has paid in only one-tenth of this amount. Japan ' s initial subscriptions 

to IDA amounts to $33 . 6 million. In addition , Japan is contributing 

$41 . 25 million, as her share of the replenishment of IDA ' s resources~ 

4bout $750 milli~n t ~ contributions from the economically adva:ced 

member countries . ~as been a member of the Bank- sponsored Consortia 

to coordinate assistance to India a~kistan . .l,sapan hoi olsg prgyiQed 

,i~l'Qd9s .£m;.,.Bfml&. J A'QQjgg. j},] iWiilkQQ}i l!IiJt.:. J~panese investors have bought 

Bank bonds and portions of Bank loans . 

12 . On the supply side , Japanese industry has aeen tlki!eaeingl' 

! n•fpl ,;t.a. obtain~ export orders for goods and services required to 

car~y out Bank financed projects in other countries . Total expenditures 

by Bank borrowers in Japan up to the end of December 1965 were $190 million 

,nearha.J:lu;e&cc+me:r: 11 * (H%ti . jp §JJQ$C r i.fd'1="l . Goods and services supplied 

execution of projects for the development of railways and pmver . For instance , 

Japanese suppliers have participated in railway projects in India , Pakistan 

and Thailand; power projects in El Salvador , Colombia and the Phi lippines; 

and a telecommunications project in Ethiopia . 

13 . Japan's share in the disbursements of IDA is also sizeable . The 

cumulative total of such disbursements in Japan amounted to $79 . 6 million 

by December 1965 . 
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14. Japanese industry has also been the beneficiary of the Bank 

loans made in Japan. The Bank's policy is that its borrowers should 

obtain their supplies on the basis of the widest feasible international 

competition among suppliers. in the member countries and Switzerland. 

S&ue ..... ~e early Bank loans to Japan ltillpatl &o financJtr!::;;t of 

equipment. However, with Japan's expansion of industrial capacity and the 

improvement in international competitiveness in a long line of Jir8pailiSf!t 

~~u~~ ~.~ --·- ·. , 
products, ~ ~le to..,.procHn ioRI!8!1!!Ral~bulk of the equi~nt~ ~ 

and services needed to carry out Bank-financed projects in Japan). 

December 1965, the Bank had disbursed some $522 million under its 30 loans 

in Japan. A very substantial part of this amount was for expenditures 



Paper II -- The need for expanding public works programs to promote 

effective functioning of its manufacturing and distribution systems. 

Increasing urbanization as a factor in public works planning. Relative 

importance of transportation, communications, water conservation and 

distribution, sanitation works and facilities for medical care, education 

and recreation. 

~~ ~fA\ru'f 
1. The strategy of Japan's recent economic growth has been the 

massive investment in modern industrial facilities. It has paid rich 

dividends on the domestic front. The results are equally amazing on the 

external front. Japan's export performance in the past couple of years 

has surpassed even the most optimistic expectations of experts both in 

and outside the country. This is due in part to the fact that world trade 
~ 

an ~64-increased very substantially. But the more important reason, 

~~ll 
i;PJ: my miad, is the enormous investment:.,s and technological innovations in 

industry, which improved Japan's international competitiveness in a long 

line of products. 



- 2 -

2. Now the problem before Japan is to maintain and improve the 

international competitiveness of industry. The problem ha~ become 

particularly urgent sine~ the government shifted to an open- door 

economy in 1964 . Recent Government policy lays considerable stress 

on the need for improvements in techniques and productivity of 

i!ldividual enterprises, rationalization -of management, sound financing , 

expansion of public facilities for industrial use, better utilization 
~ 

of labor force, and improvements in working condit;iofJ.S . 
,._ . ~Aio - ~ 

3 . It is in thip context I p~~se· to discuss the pattern of infra-

structure investments in Japan . For a number of years, economists , 

both in Japan and abroad_, have expressed fears that the expansion of 

the private sector, the cornerstone of Japan ' s success, will eventually 

..k 
have to slow down unless 1 t}•a JLJ .. r investment in public works such 

as transport ~and the social infrastructure can be speeded ~p --

a...-WrMiililli~P.I!'@~~~~w...g rn~ent_ , as · alr~ady initiated meas'l:.1r~s 
. ............. ~_______.. .......... , ..... 

.t.2.. .~re;Gti~y the . po~,ition • 
.. · ; - .... 

4• 'A · significant' recent development ha~been the" rapid increase in 

government c 'apitat expenditure for ~ ~at:;. Total 

1 
investment in _the public sector has gone up _ from around 8 per cent "GNP 

..... ~- Y.ct4A.l' ~ • 
in the late 1950's to ll,...&:'per cent in~. The Government ' s effor ts 

are directed toward catching up with the accumulated arrears and keeping 

pace with further growth of the economy . It is clear that deficiencies 

in the transport field could lead to acute marketing difficulties , higher 

distribution costs and even curtailment of produc tion . 
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5 . There is scarcely any doubt that the intensity of ut.,lization 

of the transport network in Japan is much h igher than in~other 
countries . Less than 20 per cent of Japan ' s road network of 94 , 000 

miles is paved . Most roads , even national highway~are narrow and 

winding~eh iih~le or ne oltoait!d@r. Traffic normally operates under 

congested c~~dit~on~ and as a consequen~e vehicle operati~ costs are· . ___ .L 

1Lt <JWJ....,.. ....... Ct' !'1 ~ ...:a. w. e..., .. ~ ~~ """Jll,.t-­
high . The number "' .. ~.~hichll hast_[ached 6 . 8 m~lf!on , representing 

a five - fold increase in the past decade . e Japanese Government has 

embarked on a five -year expansion program of highway construction , which 

is estimated to cost- the equivalent of ove~ $11 billion _. 

6. The World Bank has so far lent $410 million for development of 

transportation in Japan . Of this amount, $280 million is helping to 

finance the construction of the 335 -mile toll ~xpressway between Tokyo 

and Kobe . The western end of, the expressway, extending 114 miles from 
' lit. ~v:4_"~ / 

I Kobe to Nagoya is already open for traffic, and~ is scheduled to be 

opened over its entire length in early 1969. It will allevi ate traff i c 

congestion in the Tokaido region , one of the greatest concentrations of 

industry and population in the world . The most important economic 
\~~ 

benefits ef the I!!XPiESiliDil!l!' - M'te reduced transport cos ts and time savings . 

7. Japan ' s efficiently operated railwa~etwork is dense , and carries 

heavy traffic. Main lines areJu:}lized to~saturation point . The new 
. ~V.l~ 

Tokaido Line has relieved the pressure between Tokyo and Kobe . A Bank 
;.._ 

loan, of $80 million , to the Japanese National Rai lways , helped to 

finance the construction of the new line, which provi des the fastest 

service in the world . The project is the result of Japanese genius, 
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from planning to execution, and 

general have learnt a lot from this. 
_..._ ~~~-A:r. ~ ~ 

to ._ extenc:J..d o Okayama~~' '"'~"'"" o. 

and the world in 

8. Concentrated investment and rapid grmvth in indus try has led 

to a high rate of urbanization in Japan. As we have found in other 

developed countries of the world, a high degree of urbanization makes 

great demands on the transportation and communications systems .. partly 

for the movement of people to their work and the distribution of the 

raw materials to, and finished products from, the factories, but also 

to mitigate the rigors of urban life for the growing populations of 

the industrial cities. Two other Bank loans for road development are 

helping to meet these aeJditis!'l!tl needs ,_iet b £ l*ll~1en . For instance, 

a loan of $25 million is financing the construction of a~ssway from 

Haneda to Yokohama• This region is one of the most densely populated 

and heavily industrialized \ , in the world, The new expressway will ~ ~ 
relieve the severe congestion in city streets between Tokyo and Yokohama 

and sharply reduce vehicle op~~~~~1 costs and travel time . Similar 

benefits will accrue from the~pressway being constructed in Kobe, 

with the assistance of a Bank loan of $25 million . 

9. The Government ' s plans similarly call for larger investments 

a~ to improve and expand housing·, telecommunications ~i;;;iaa•.e 

e~n. We have not had occasion to examine S~Scttilll-•1111[ these problems . -
But we have no reason to doubt the judgment of the Japanese authorities 

that all these steps are necessary, not merely to make up for past arrears , 
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but to improve the quality of lj.ving of the people. Improved 

education, · better housing and environmental facilities are important 

aspects of human -resources development. In pure economic terms, they 
\ . 

contribut~tow~rd improving the working capacity of the people and-
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DRAFT/S. Sankaran:mmh/Apri1 11, 1968 · 

Mr. Gordon street's speech Before the 

ECAFE Session in Canberra, Australia 

April 17-30, 1968 

· Mr. Chairman and Delegates: 
• < ~ • • •• , t ·~ } l: .• 

I a.m particularly happy to have ''· opportun .t y to represent the World . 

Bank Group at- this session of. the Economic Coim!'iS9ion for Asia and the Far . 
..... ~~~· : . ~· ·"" ... : · 

East. It has 1 been our privilege to participate· in these meetings over a long 

period of time. These meetings have provided us with welcome opportunities 

to ·exchange ideas and gain valuable experience.· 

I should also like to express my appreciation of the excellent arrangements 

made by our hosts for these meetings. 

-lf. * * * * 
Let me first refer to a project, of common concern to ECAFE and the Bank, 

that is on the horizon-- the replenishment of the resources of the Bank's 

·soft-lending affiliate, · the International Developme'nt Association, or IDA as 

it is better known. By December 1967, IDA had extended credits totaling 

$1,713 million to help finance development projects in 38 of its 98 mamber 

countries. ~CAFE countries are the ·principal recipients of interest-free 

money from IDA. These commitments had virtually exhausted all usable resources 

available to the Association and negotiations were being actively conducted · 

for their ·replenishment. 

Last month, the Executive Directors of IDA recommended and transmitted 

to member governments for approval a propos~l for the second replenishment of 

IDA's resottrces by $11 200 million. The first replenishment, agreed in 1964, 

amounted to $750 million. 
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Eighteen member countries, plus Switzerland, propose making available 

to IDA $400 million annually for three years . The proposal, if accepted, 

would enable IDA to increase its cownitmerr~s by an average of 60 per cent 

annually over the level which the first replenishment was designed to achieve. 

***** 
Like other institutions, the Bank encountered money-raising problems in 

1967. Competing demands for capital in the developed countries made it more 

difficult and more costly to obtain finance by borrowing. The cost of funds 

obtained in capital markets moved upwards . In 1967, the average interest 

cost on all Bank issues was 5.56 per cent, as compared with 5.46 per cent in 

the previous year. During calendar 1967, the Bank continued to make new loans 

in the less developed countries at the 6 per cent rate adopted in February 1966, 

though the question of interest rate in this period of rising cost of new 

borrowings was under review. 

Toward the end of 1967, the Bank established a policy for determining 

appropriate adjustments -- up or down -- of the Bank's lending rate in the 

future. The Bank's policy recognizes that the rate should be kept as low as 

is compatible with the maintenance of the Bank 's ability to raise in the 

capital markets of its members, or otherwise borrow, the funds it needs. 

In order to maintain the Bank's reputation and financial strength on which 

its ability to raise the funds it needs depends , the Bank must pay regard to 

such criteria as the trend of the Bank's earnings ; the maintenance of an 

adequate ratio of its earnings to its interest requirements; the maintenance 

of a reasonable rate of return on its capital and reserves; and the 

accumulation of adequate reserves. ~~ly in 1968 the rate on Bank loans was 

raised to 6-1/4 per cent. 

***** 
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Of particular concern to all engaged in the development field is the 

failure of food production in many countries to keep pace with the growing 

population and rising standards of nutrition. A high proportion of employment 

in many developing countries is generated in the agricultural sector, and the 

export earnings in a number of countries are almost entirely dependent on it. 

The failure in the agricultural sector has acted as a severe constraint on 

the economic development of many developing countries. 

I am, however, happy to say that tnere is a growing realization that a 

satisfactory rate of development can be achieved only through more rapid 

improvements in agricultural techniques and organization. The World Bank and 

its affiliate, the International Finance Corporation (IFC), are conducting 

discussions looking toward an effective contribution by industry to bring 

about a decisive improvement in food production through projects for the 

manufacture and distribution of chemical developing countries. 

Last June, IFC announced the completion of financing arrangements for 

a $83 million fertilizer plant in India. IFC 1 s commitment in the project is 

over $11 million. The plant will help meet India's critical need for more 

fertilizer to increase domestic food production; it will also benefit the 

Indian balance of payments through net foreign exchange savings estimated at 

between $25 to $30 million annually. The Bank and IFC are actively considering 

participation in two major fertilizer projects in Pakistan. 

***** 
The Bank and its affiliates have been particularly active in countries 

of this region. Ih 1967, ~CAFE countries accounted for some 40 per -cent of 

the Group's commitments. Bank loans, IDA credits and IFC investments in the 

region totaled $282 million. In all, the three institutions have committed 
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over $5,300 million to help finance development projects in Afghanistan, 

Australia, Burma, Ceylon, China (Taiwan), India, Iran, Japan, Korea, Malaysia, 

New Zealand, Pakistan, the Philippines, Singapore and Thailand. 

In addition, the Bank provides to member countries a wide variety of 

technical assistance services not immediately connected with loan operations. 

In Pakistan, for instance, l ':e -:Bank provided finance to help continue for three 

years the assistance given by :::t.he Dey¢.J;.oprr..ent Advisory Service of Harvard 
. . . . i . \ ; . . 

University to the Planning Commisslon of Pakistan and the two provincial 

Planning Departments. F.rom January 1, 1968 the financing of this technical 

assistance was taken over by the UN Development Programme (UNDP) with the 

Bank acting as Executing Agency. 

In Ceylon, the Bank is helping to finance a study looking toward 

improvements in highway planning and road maintenance. In Malaysia, the Bank 

is acting as Executing Agency for a transport survey financed by the UNDP. 
*~f-*** 

Delegates are well aware of the role of the ~~rld Bank in coordinating 

development assistance to particular countries from. different sources. We 

have organized eleven consortia or consultative groups to coordinate development 

assistance to as many countries. Five of them are for countries in the region -~ 

India, Pakistan, Korea, Malaysia and Thailand. On a less formal basis, a group 

of countries interested in Ceylon has m.et under Bank chairmanship since 1965. 

:Since 1966, the Bank has been attending, a.s an observer, meetings of Indonesia's 

creditor coun~ries to consider, among other things, the debt situation of the 

country. In addition, the Bank has also been attending meetings of the Inter-

Governmental Group, sponsored by the Netherlands Government, to provide 

financial assistance to Indonesia. 
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The chief' development in the field of aid coordination in 1967 was the 

role of, and the heavy burden placed upon the India Consortium. Consortium 

members have already committed, or are negotiating agreements to provide aid 

for project, food and non-project purposes for the year 1967/68. We are 

planning to hold a meeting of the India Consortium next month to discuss 

recent economic developments in the country and to assess the level of assistance 

required for the Indian fisc~l year 1968/69. 
. <'... .fr ·· .~ ·:- . 

The India Consorti1;:m has ' for the last year been very much concerned with 

the terms of aid to India. The servicing of debt has only recently become 

acute since the bulk of foreign aid to India was not made available until the 

1960's. The problem is complicated by the fact that some donors offer "aid" 

in the form of suppliers' credits which really do not represent aid in the 

true sense of the word. 

During the last several months the emphasis of the Consortium has been 

on the question of rescheduling or refinancing payments due on loans made in 

the past. The ~brld Bank is confident that an agreement will be reached which 

will result in the rescheduling of about $100 million of payments due in each 

of the next three years. Indeed it may be that since I left Wishing ton to 

attend this conference fL~al agreement has been reached. 

The Pakistan Consortium is also due to meet next month to examine the 

levels of assistance appropriate for the Consortium to provide during the 

Pakistan fiscal year 1968/69. 

In another role, the Bank is acting as coordinator of financial assistance 

from a number of sources for parti cularly large development projects. One 
I 

such instance pertains to the devel opment of the Indus Basin in ~~st Pakistan . 

The Bank is the Administrator of the Indus Basin Development Fund of same 
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$1,200 million contributed by eight countries and IDA. The construction of 

the Mangla Dam, together with tre associated complex of barrages, canals and 

other works was financed by the FUnd. 

The Indus Fund also financed the cost of a study of the water and power 

resources of West Pakistan. This study was carried out in two parts. The 

first part, completed early in 1965, dealt with the proposal of building a 

dam on the Indus at Tarbela and found .~he project to be technically feasible 
\ •·· = .. .. - · 

and economically justified. The second part, completed in July 1967, not 

only endorsed the high priority of the Tarbela project, but constituted a 

comprehensive analysis of West Pakistan's water and power sectors to provide 

the Government with a basis for development planning in these sectors within 

the framework of successive Five-Year Plans. 

Last month, representatives of the Governments of Canada, France, Italy, 

Pakistan, the United Kingdom and the United States met under the chairmanship 

of the Bank and reached accord on the terms of an agreement providing for the 

setting up of a fund to finance the cost of constructing the Tarbela project. 

The World Bank is also expected to provide financing for the project and to 

act as Administrator of the Fund. 

The total costs of the Tarbela Dam are estimated to be about $827 million, 

with a foreign exchange component of $492 million. The Government of Pakistan 

will provide the local currency costs. A large part of the foreign exchange 

costs, about $324 million, will be financed by a carry-over from the Indus 

Basin Development Fund. Canada, France, Italy, the United Kingdom, and the 

United States have promised, subject to any necessary governmental and 

parliamentary action, to make contributions towards financing expenditures on 

the project. 
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The Ceylon Aid Group, which met last month, was encouraged by the 

continued progress made by the rxovernment in recent months in overcoming 

basic economic obstacles to economic growth. In particular the Group welcomed 

the increases in agricultural and industrial production, although it recognized 

that continued declines in the prices of Ceylon's principal exports had 

hindered growth. Prelim~~- indi~ations by members of the Group of their 

intentions during the rest of 1968, t6gQ}~~r with aid from earlier commitments, 

suggest that Ceylon can expect a higher level of aided imports during 1968 

than in 1967. Ceylon will shortly have a number of projects ready for financing. 

It is expected that some of the projects will be suitable for Bank or IDA 

financing. 

In regard to Indonesia, the Bank has been closelY associated with the 

Government and the Inter-Governmental Group in efforts to rehabilitate and 

develop the Indonesian economy. A report on the economy of Indonesia, prepared 

by Bank staff, provided the basis for discussions at the meetings of the Group 

to consider financial assistance to that country. We are seconding a staff 

member to assist Indonesian authorities in the identification and preparation 

of development projects. At the moment, I DA is considering a project for ·the 

rehabilitation of irrigation facilities. 

***** 
Stabilization of primary commodity markets will continue to be a major 

objective of international policy. Exports, especially of primary products, 

are the chief source of foreign exchange for development in the less developed 

countries. Even a slight setback in the primary commodity sector can act as 

a major constraint on development. 
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At their Annual Meetings in September 1967, the Board of Governors of 

the Bank and ~he International MOnetary Fund adopted resolutions requesting 

the two institutions to carry out a study of the problem of stabilizing 

prices of primary products, and the possible role each institution might play 

in finding solutions to that problem. The study is in progress. 

The staff of the Bank -had"' earlier · ·completed a study on "Supplementary 

Financial Measures" for the UN Conference on Tr de and Development. The 
-~ . ~ 

study contemplates a scheme under which supplementary finance would be provided 

to support development programs that would otherwise be disrupted by the 

failure of export earnings to come up to expectations. 

***** 

The ~brld Bank Group has a very cordial and constructive relationship 

with the Asian Development Bank. We have recently reached agreement with 

ADB and two other regional development banks on the coordination of the 

collection and processing of external debt data by the World Bank on behalf 

of the four. I wish to add that the :t\brld Bank is ready to consider joint 

financing of well conceived projects, regional or other~dse. 

***~f- * 
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WORLD BANK GROUP COMMITMENTS IN THE ECAFE REGION 

(Amount as of December 31, 1967 
in millions of U.S. dollars) 

Ba~k IDA IFC Invest-
Country Loans Credits ment Commitments Total 

Afghanistan 3.5 3.5 

Australia 417.73 0.97 418.70 

Burma 33.10 -- 33.10 

Ceylon 41.30 41.30 

China (Taiwan) 86.74 13.08 99.82 

India 1,016.43 889.14 23.39 1,928.96 

Iran 310.05 0.30 310.35 

. Japan 857.04 -·- 857.04 

Korea 24.99 24.99 

Malaysia 180.50 6.32 186.82 

New Zealand 102.11 . 102.11 

Pakistan 460.12 330.97 17.81 808.90 

Philippines 146.53 16.35 162.88 

Singapore 72.20 72.20 

Thailand 264.82 0.49 265.31 

Totals 3,988.67 1,261.68 65.63 5,315.98 



-10-

The following table summarizes the Group's commitments in the ECAFE Region 

in Calendar 1967: 

a) World Bank Loans 

Country Purpose Amount in U.S. Dollars 

China (Taiwan) Fishing Vessels 14,400,000 
. -:.::-:;.>. r 

China (Taiwan) Telecommunications 17,000,000 
: 

China (Taiwan) Development Finance Company 15,000,000 

Ceylon Development Finance Company 4,000,000 

India Developll'ent Finance Company 25,000,000 

Iran Agriculture 22,000,000 

Malaysia Irrigation 10,000,000 

Pakistan Electric Power 21,500,000 

Pakistan Railways 13,500,000 

Pakistan Development Finance Company 35,000,000 

Philippines Electric Power 12,000,000 

Singapore Electric Power and Water 23,000,000 

Singapore Telecommunications 3,000,000 

Thailand Agriculture 26,000,000 

Thailand Electric Power 5,000,000 

Total 246,400,000 



b) IDA Credits 

Country 

Korea 

Pakistan 

·11-

Purpose 

Railways 

Water Supply 

Total 

.... -;.· 

c) IFC Investment Commitments 

Country 

India 

Malaysia 

Pakistan 

Type of Project 

Fertilizer 

Steel 

Pulp and Paper 

Total 

Amount in u.s. Dollars 

11,000,000 

1,750,000 

15,750,000 

Amount in U.S. Dollars 

11,500,000 

3,470,000 

5,200,000 

20,170,000 
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IFC takes th~ lead for the Wbrld Bank Group in encouraging the establish-

ment and expansion of n~tional development finance companies on sound lines. 

These companies perform a variety of functions designed to stimulate economic 

development, including the provision of medium and long-term loans and equity 

capital for local industry and other private enterprise, underwriting 

activities, the promotion of new enterprises, and assistance to entrepreneurs 

in preparing investment proposals. 
I 

In all the Bank and its affiliates are associated with . 27 development 

finance companies in 23 countries, including Ceylon, China, India, Iran, Korea, 

Malaysia, Pakistan, the Fhilippines and Thailand. 

***** 
Please amend par. three, page three, of my draft to read as follows: 

'~ing the fiscal year 1966/67, more than half of IFC 1 s investments were for 

fertilizer production in India, Brazil and Senegal. In India, IFC is assisting 

an$83 million fertilizer plant, which will .help meet India's critical need 

for more fertilizer to increase domestic food production. The plant is also 

expected to benefit the Indian balance of payments through net .. 'foreign 

exchange savings estimated at between $25 to $30 million annually. ·.The Bank 

and IFC are actively considering participation in two major 'ertilizer projects 

in Pakistan • .n 

cc: Mr. O'Brien 
Mr-s. .Eliason (2) 
Mr. Hornsi 

·I 
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(Singapore, 15-18 April, 1969) 
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Mrs. Eliason v-

4/2/69 - sent draft of introduction: 

It is a pleasure for me to represent the World Bank Group at this 

session of the Economic Commission for Asia and the Far East. It has been 

our privilege to participate in these meetings over' a long period of time. 

They have always given us a welcome opportunity to exchange ideas and gain 

valuable experience. 

I should also like to express my appreciation of the excellent 

arrangements our hosts have made for this occasion. 



..: 
'.' 

''::'he ;;~,.. st l.~r:;;.wJ no:::~.ths h~::.Je been ~ p~~:iod of increc~z·"n·g ~etivi.l':y · fozo the 
. i ' 

· $5.7 billio11. Tbat fig-ure represents about 4.()% ' o~ the cumuletive tottAl 

'· .. 

J. 

&ty way the high · standerds of project aD:l)'t~t;ll.isal and supervision 't:;h.tit have 

bee:. stebliahed over the years~ 

~ . . ' 

lrnost e third of the itwer3tme~1.t h~.s been. in . electrte potrzrer •. ·Anotherr t 1''l:ltrd 

1 as beet1 devoted to expa~dit'lg and ,imi?l"O':i'llg t~t"en,$po::t.st:.to~.t · facilities. In­

v otr1-ents of this nature re vit'! 1 to eccn~1.om.ic gro~<Ytn, . so \lie intend to 
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in w .. ::...c. v;c. propose to become muc·1 more active . 

Th~ ~irdt o~ these is agri cu turc~ We hope t ha t» over the next five 

;c.a~s, we w:_l · put f ou r times as mu ch money into a gricultural developmen: 

ssw~ hav~ cicne i~ the l ~s t five y~~rs . The second sect or i s education: 

it : s o~r i . t~~ t i?n . t. a t our lend~ng there ~ on a similar comparison~ should 

tr~bl e. Fir.P. lly , t ·.ere is the rclativ~ly new field of population contro l : 

f or t he fi rs t t i me in its history, the Bank Group is now prepared to offer 

fin anc.ial othe r assistance for sound and well-conceived projects designed 

to che ck growth of population. 

'"": . E: res l t s of t hese intentions have . already begun to show in our acti-

v ities ov2r the l ast few months. For instance, since July last year, we have 

p ~ oviced ~bout $150 million for 15 agricultural project~ in various parts of 

the wo~ld; th is represents more than one-tenth of all our agricultural lending 

s o far. There are another 100 or so agricultural projects in the· pipeline~ of 

wh i ct ~early half are at the stage of appraisal or negotiation. In the case of 

educa t i on, the story is not dissimilar . Since ·July last, we have invested over 

$30 million in five education projects. Well over 30 projects are in the pipe-

l ine, some of which are now being appraise4 or negotiated. 

The r apid increase in our activities presupposes, of course, that we 

will be able to raise much more money than we did before. In this coatext~ 

it mi gh& be of some inteiest that already, in the nine months since July~ the 

Bank has r ~ ised more than $1 billion from the capital markets of the world. 

That $1 billion is more than 2- 1/2 times as much as it raised in the comparable · 

perioc of t he previous fiscal year. The situation concerning the In~ernational 

Development Association is also better than it was a few months ago . 
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1-fr. Chairman and Fello1-1 Delegates : 

It is a great pleasure for me to represent the ~Jorld Ba..ilk Group at this 

session of the Economic Commission for Asia and the Far East. 

I sho1.U.d also ljJce to express my thanks to our host,s, the Government of 

Thaila.nd, and the EC.AFE Secretariat for the excellent arrangements for this 

meeting. 

I am ver·y happy to report that the Group is moving ahead '\·rith its policy 

of in.ereas ed supper·(; to economic development e Ou.r last fiscal yea.r, 1ihich 

ended o.n June 30, 1969, 'tvas the most active in the history of the Horld Bank 

and its tw·o affiliates, the International Development. .Associat:i.on and the 

lilternational Finance Corporationo OJ.r comraitments in Asia a.nd ·l;he Far East 

reached a neu peak. 

Here are some figures. New loans, credits and investments from the Bank 

Group totaled $1,877 million in fiscal year 1969 an increase of 87% over 

the previous year's to-tal of $1,003 milliono 

The Group's c:o:rorrtitments in the ECAFE region totaled $842 million in 1969 

as against $295 million in the previous year -- an increase of 186%. Asia 

and the Th.r East continued to be the largest single regional recipient of 

assistance from the Groupo There is a groHing trend in our activities in the 

less .developed world in general and the ECAFE region in particular. 

'l1le expans ion o.f t-he Bank's lending progra111 over the years ahead entails 

a rising borrol;ing requ irement" We are seeking to satisfy this requirement 



- 2 -

by broadening still further the market for the Bank 1 s obligations" 1~~re have 

just tapped yet anot,her net-I source of funds -- Ja.pan. The Bank of Ja.pan has 

made t-w-o loans totaling the equivalent of $200 million to the "\'Jorld Bc'U1k. vle 

are gratef1.1l to the Bank of Japan and the GoverP..m.ent of' Japan for enabling us 

to borro~v in cJapan .. 

T'ne debt-servicing problems facing a number of developing co1..mtries has 

once again m1derl.:i..ned the need for providing a great.er voluw.e of development 

assistance on concessional terms. IDA is the special instrument in. the Bank 

Group for this purpose. This region has been the major beneficiary of IDA 

assistance. 

\1-J'e have already started negotiations 1v-ith the richer merrber countries of 

IDA, generally known as the Part I countries, on the subject, of the 1'hird 

Replenisli.Jn.ent of the .Association's resources. As you knm~, the Second 

Replenishment, amoun.ting t.o $1,200 million.9 bec&."1le effective in J"uly last. 

IDA's resources, including the Second Replenishment, w'ill be committed by 

June 30, 1971. To ensure continued operations thereafter, the Third Replenish· 

ment r-1ill have to become effective by that date. 

At present j~t is difficult for me to give an indica"tion about the size 

of the Third_ Replenistl!nent. How·ever, I wish to draH the attention of the 

delegates to the fact that the Commission on International Development, headed 

by Lester Pearson of Canada, recommended that additional resources to IDA 

should be provided at, the rate of $1,000 million a year by 1972, rising to 

$1,500 mj~lion a year by 1975. He in the 1·7orld Bank are particularly pleased 

.to note that this recommendation has been specifically endorsed by President 

Nixon.' s Task Force on International Development headed by Rudolph Peterson .. 

***** 
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The Bank has also taken steps to a.ugment the resom:·ces of IFC, t.he 

Bank's affiliate that specializes in promoting the grov-rth of productive 

private sector in the ec onor1 ies of its developing member countries . In 

December 1969, t,he Bank agreed to lend IFC an additional $100 million to 

provide ftu1ds for the Corporation 's l ending operations. IFC is giving 

increased emphasis to identification of projects and ha.s begun to invest 

fnnds to bring them beyond the plannlng sta.ge. The Corporation is l-rlll:ing 

to help to establish~ support and strengthen savings banks and other insti-

tutions that can mobilize domestic savings for economic development. It 

uill also assist the development, vJhere appropriate of orderly m2.rkets for 

sec uri ties, such as rrn.rtual funds and stock exchanges. IFC and the ne1.;ly 

established Pr•iyate Investment Company for Asia are considering several 

investment proposals. 

The Bank has also set up a ne-vr Industrial Projects· Department for the 

purpose o.f expanding Bank lending in the industrial sector a.nd for making 

practical recommendations to the developing countries as to hmi best they 

can· .accelerate their industrial grm.rth. 

. 
Apart. from the Industrial Projects Department, rle have established a 

Special Projects Department to deal speei.fically vlith inter-sectoral and 

muJ.tipurpose projects in fields such as the use of water resources. The 

current preoccupation of a special unit of this Department is a study of 

projects for developing the resources of the :t-5Bkong Basin. 1-fe are liOrking 

closely 1.;i.th other L"1teres ted part:i.es, the four riparian Po-vrers, the :r-f..ekong 

Comrnitte.e and some of the nations on whom the financing will in part dependo 

~-~ also plan to esta. lish in .Bangkok a technical mission to maintain liaison 
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1rrlth the Mekong Secretariat, the consultants and plC:tnning agencies o.f the 

goverr1.-rrtents concerned . It v1ill take, as you kno-vr, a nurriber of years and. 

billions of dollars -t:.o carry for-rjard the development of ·t;,he l{ekong Basin. 

But -v;re a:re very pleased to be associated ·\vith 

~-*·}~* ·* 

Olr experience over the years has convinced us that t here a:re immense 

opportunities in the developing colu1trles for high-priority, economically 

sound inv-estment$ At the same time, "t~re knou that the c omplexit .. :Les of 

development are such that money a.lone cannot solve them.. What is required 

is a more effective o·~rerall development strategy. The nerJ emphasis "re are 

giving to population planning, educational ad:v-a...Ylce, agricu1tuJ. .. al growth, 

problems of unemployment and urbanizat.ion represents a step j.n that direction. 
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