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1, Historical Introduction : % L Jabnels

Looking back over the economic and financial history of the postwar
vears, perhaps the most striking single phenomenon which one encounters in the
five-year perspective is the extent to which the economic dislocation which
the war had brought about had be;n underestimated, When the International
Bank was established in 19L5, it was generally accepted that the Bank's resources,
together with those of UNRRA and the United States Treasury loan to Great Britain,
would provide a sufficient volume of resources to replenish the productive
facilities of the industrial countries and to eradicate the economic consequences
of war and hostile occupation in the other parts of the world, We also assumed
that the trade restrictions and exchange controls which had been imposed in the
depression years of the 30's and applied more or less generally in Europe and
elsewhere in the course of the war, would disappear fairly rapidly and that we -
could look forward to a period of unimpeded multilateral trade on a non-dis-
criminatory basis, unhampered by exchange restrictions and sustained by a flow
of long-term capital,

We know now that this appraisal of the postwar prospects was far too
optimistic, The physical destruction and breakdown of the normal channels of

commercial relations turned out to be more severe than had been anticipated.



The winter crisis of 1946-L7 showed for the first timehow shakey the founda-

tions of the economic recovery of Western Europe actually were. It was followed

by a series of crises which culminated in the official recognition that the re-

serves of the sterling area could not stand the strains imposed upon them by

the convertibility stipulations of the Anglo-American Loan Agreement.

2« The Marshall Plan

After some preliminary measures tc provide what has been properly
called "stop gap" aid, it was recognized by the American Government that nothing
short of an overall program of several years duration would provide sufficient
aid and allow sufficient time to Western Europe and the sterling area to re-
constitute their economies and to re-build their econcmic vitality., In the
spring of 1948, the Marshall Flan was begun with the avowed purpose of recreating
those conditions under which the economically advanced countries of the world
could enjoy again the advantages of free economic intercourse and the less de-
veloped countries of the world could derive their rightful share of the bene-
fits of economic progress.

There cannot be any question that the Marshall Plan has been success-
ful beyond all expectations, The $11 billion, which the American Govermnment has

provided for the economic recovery of Western Europe, have brought results which



must be valued at a multiple of the amounts expended: in all countries of

Western Europe the volume of industrial production is substantially above that
of the prewar years; industrial capacity is larger and more modern than ever
before; standards of living have been brought back to prewar levels; and the
" yolume of investment, both on private and govermment account, holds promise for
a vigorous further growth in the years ahead.

3. The Dollar Gap

The volume of United States aid to the rest of the world was reflected
in a large export surplus of goods and services in the American balance of pay-
ments; the success of the Marshall Plan, on the other hand, was reflected in a
constant decline of this surplus without a commensurate decline in the volume
of consumption and investment in the recipient countries and in third areas.

In the course of 1949 it became apparent, however, that the external financial
position of most European countries, but particularly of the United Kingdom, had
not improved pari-passu with the internal recovery of their economies. In.con-
sequence - and as a final attempt to re-establish external balance between Western
Europe and the rest of the world and particularly with the dollar area - the

currencies of Western Europe were drastically devalued vis-a-vis the dollar,
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Le The Developments in 1950

Turning now to the economic developments of the last few months, we
must of course realize that they are not only over-shadowed but also largely
determined by political events. The outbreak of hostilities in Korea and the

.subsequent decision to strengthen the defense of the North Atlantic Treaty coun-
tries did not, however, cause as radical departure from basic trends as it may
appear at first glance. They merely accentuated, and in a certain way perhaps
over-accentuated those trends which had become apparent in the last months
prior to Korea.

In the period between the devaluations and the outbreak of the war in
Korea, an expansion of economic activity throughout the world and the strong
tendencies toward a position of balance between foreign countries and the United
States had become noticeable, In the United States a high level of employment
and economic activity was sustained by a large volume of investment both in
plant and equipment of industrial enterprises and in residential construction.
In Western Europe restrictions, which threatened to impede the free flow of
trade within Europe, were overcome through the concerted efforts of the ERP

countries working together in the Organization for European Economic Cooperation.
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Their joint efforts culminated in the establishment of the European Payments
Union and in agreements to curtail quantitative import restrictions within Western
Europe.
The raw material and foodstuff producing countries in Latin America,

‘Asia and Africa benefited greatly from the general expansion of economic activity
in +the industrial countries. Contrary to the expectations of some quarters,;}
the-devaluation-of .European-currenecies..did not.result. in.the decline in the dol-

( féﬂ” A a’ eﬁ{?’f{nq £ /f’g A pf?w‘c Loy f P, *‘ C““ v "f'&nﬂ .f?/”'ff\"'* ol

lar prices of most raw materials and foodstuffsq

Aét's- '

recorded substantial gains in the course of the nine month period between

the devaluation and Korea.

5. The Impact of Korea

The reaction of the United States and of the countries of Western

Europe to the outbreak of hostilities in Korea merely lent additional impetus

to the developments of the preceding months. In the United States consumers'

expenditures expanded rapidly in anticipation of shortages necessitated by

armaments production. The expansion of consumer purchases in turn caused in-

creased production and expanded incomes, In the last quarter of 1950 govern-

ment expenditures began to rise at a rapid rate. The reaction of Western Europe



to the changing political situation, although less drastic than that in the United

States, moved generally in the same direction.

The overall result of increased production in virtually all countries
to the limits of industrial capacity and of the simultaneous attempts to accumulate
" stocks of raw materials for military and civilian supply purposes was the further
rapid increase in the prices of the main export commodities of underdeveloped
countries. These price increases, together with the expansion of the volume of
imports, brought about drastic changes in the international accounts of the
United States. The balance of payments statistics indicate that the current
account surplus of the United States has almost disappeared. For the second
half of 1950 it amounted to not more than $700 million; it was more than offset
by public and private gifts of $2.2 billion. If these overall figures are broken
down into their regional components, it appears, however, that Western Europe
still has a deficit on current account with the United States of approximately
$1.8 billion per annum, while third areas are running in the aggregate a current
account surplus of approximately $600 million, This seems to indicate that the
residual dollar deficit of the Western European countries could be virtually

eliminated if they could earn dollars in third areas., However, monetary statistics



indicate that for the present the dollar surplus countries seem to prefer to

increase their gold and dollar reserves rather than increase their dellar ex-

penditures in Europe.

Moreover, there are several reasons which strongly suggest that the

.overall balance in the international accounts of the United States with the rest

of the world must be considered a temporary phencmena rather than the result of

structural and lasting adjustments. In the first place a certain proportion of

the dollar gains of the raw material and food-producing countries of the sterling

area and elsewhere must be attributed to price increased of such commodities as

rubber, tin and wool which can only be characterized as abnormal, In the course

of the next few months the prices of American exports are likely to gradually

come closer to the price level of imported raw materials; raw material prices

in turn may recede somewhat - in some instances they have already done so - in

response to the international allocation schemes which are under active considera-

tion by the American, British and French Governments.

Moreover, the expansion of industrial production, particularly for

armament purposes, has progressed more rapidly in the United States than in

Western Europe. Once armaments production gets under way on a large scale in



Western Europe, the import requirements both for military and civilian purposes

of these countries are bound to increase, while the availability of goods for

export may become limited, The budget message of the President of the United

States indicates the intention of the administration to provide sufficient aid

to the North Atlantic Treaty countries to prevent the re-appearance of serious

balance of payments difficulties. But in addition to the promised volume of

military and economic aid, it will take hard fiscal and monetary policies to

counteract the inflationary pressures created by defense expenditures and to

control the balance of payments pressures which inflationary forces generate.

6. The Effects of Postwar Developments on the Bank's Operations

The "economic history" of the postwar period, which I just traced,
was of coursgthe primary determining factor for the operations of the Interna-
tional Banke The first three loans which the Bank made all went to European
countries (France, Demnmark and thherlandé) to aid in the reconstruction and
industrial rehabilitation of their economies, They were general purpose loans
designed to provide dollar funds for the purchase of equipment ané raw materials
needed in the task of physical reconstruction,

After the Marshall Plan had started, the Bank focused attention on



loan requests of countries in Latin America, the Far East and the Middle East.

In view of the prevailing conditions of inconvertibility of almost all currencies
into dollars, and because the United States was practically the only country

in which the goods needed for development purposes were available, the Bank was

" in virtually all instances faced with the problem of determining the credit-
worthiness of the loan applicants on the basis of their bilateral relations with
the United States. It is quite clear that no other course of action was feasible
at a time when the gold and dollar reserves of most countries were declining

and when the prospects of earning convertible currencies in third areas appeared
remote.

As a result of the quite drastic changes which have taken place since
the devalvations of September i9h9 , and particularly in the course of the ;M /.e’/ ;
months since the outbreak of the Korean war, and in view of the likelihood that
military requirements and civilian demands will assure markets for all commodi-
ties, which underdevsloped countri®s produce, the outlook for an expansion of the
Bank's lending activities from the point of view of the creditworthiness of loan

Atr A
applicants has brightened considerably. In the course of the last.-sdse months,

ve, /340
the gold and dollar reserves of the sterling area haAwreasad by another #2060
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million to $3,7ﬁillion, compared with §l.4 billion at the time of the devalua-
tion. Moreover, the prospects are %ntaking account of the termination.
of_,_Ma.nshall—ai&--%ﬁrea%--~mtain>’further increases - although perhaps at a re-

duced rate - will take place. From the point of view of the Bank that means that

it appears reasonable to modify the appraisal of the creditworthiness of many of

the overseas member countries of the sterling area by assuming that in the case

of necessity these countries can count on the reserve pool for such amounts of

dollars as may be needed to discharge their interest and amortization obligations

on Bank loans, This is not to say that we shall base our appraisal of the

creditworthiness of these countries on the assumption of full convertibility

of sterling; for our purposes it is sufficient to be reasonably assured that the

borrowing countries will have access to the dollar pool of the sterling area in

the event that their own dollar earnings are temporarily insufficient to dis-

charge their obligations under loan agreements.,

The situation is similar in the case of many Latin American countries,

Increased foreign dollar earnings have enabled them to achieve a balance between

their hard currency earnings and expenditures and, beyond that, to strengthen

their international reserves., Their prospects of a continued balance between

foreign receipts and expenditures are good - in most cases, very good. Thereflore,
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their creditworthiness is unquestionably better today than at any time since the

end of the war.

Two other developments are of sufficient significance to deserve some

comment, One is the fact that as a result of the increase in European produc-

"tion, together with the announced intention of pooling the industrial resources

of the North Atlantic Treaty countries, and the impact of the armaments efforts
in the United States, it is quite possible that the supply of industrial equip-
ment from European sources may be for some time more abundant, or, at least, less
tight than that from this countrye In consequence, it may be possible that the
International Bank could gradually rely more heavily upon the use of its own,

or of borrowed, ftnds of European currencies for lcans to overseas countries.

It would, of course, be wrong to expect that more than a relatively small fraction
of our total lending will consist of lcans in non-dollar currencies; but it may
be possible to make sound loans in European currencies to some member countries
whose prospects of dollar earnings do not appear sufficient to permit a satis-
factory appraisal of their creditworthiness for a dollar loan, but which may earn
sufficient amounts of soft currencies to make them eligible for non-dollar loans.

In practice, a combination of dollar and non-dollar loans, which would bring down



the dollar debt burden of borrowers, may perhaps become more important; such a

combination would in certain circumstances make both the dollar and the non-dollar
loans sounder business propositions.

The other factor which is bound to affect the lending operations of
the Bank are the shortages of certain types of equipment which are developing in
ecistals

sectors of the American econcmy. In some quarters it has been suggested
that the limited availability of capital goods may necessitate a curtailment of
the lending operations of the Bank, or, more generally, of movements of long-
term capital from the United States. We have of course paid close attention to
this problem in recent months and we find that the overall picture is far less
disturbing than first impfessions may indicate.

There are several reasons which make me believe that the loan opera-
tions of the Bank can continue on a substantial and perhaps on an expanded scale.
In the first place we have the assurance from various pronouncements of the
President of the United States and high govermment officials that the government
considers financial assistance to underdeveloped countries a major aim of
American foreign economic policy which is not conflicting with, but complementary
to the primary objective of strengthening the defense of the Western Powers,

In all our lending operations we have paid close attention to the soundness of
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the loan projects and to the direct and indirect contributions which each pro-
ject makes to the strengthening of the economies of our borrowers., Our loan
agreements themselves can therefore be taken as prima facie evidence that the

projects and programs which we finance are fully in line with the foreign eco-

“nomic policy objectives of the United States,

Secondly, we have found in our investigations that exports of capital

goods which are likely to be in short supply in this country amount to a very

small fraction - on the average not more than 3 to 4% - of the American produc-

tion of these goods. I believe that we are therefore justified in our hope that

the borrowers will be able to count on that volume of scarce supplies which is

absolutely essential from a technical point of view for the carrying out of the

projects which we finance.

Thirdly, we will obviously take account of the supply situation in the

composition of development programs and in the selection of lcan projects. In

most instances it should be possible to modify our loan operations in such a way

as to keep the demand for scarce items to a minimum, As lohg as the development

programs which we finance are sound from an economic and engineering point of

view, their implementation can always be modified in order to take account of

the overriding needs for military purposes.
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Finally, there is of course the probability which I mentionéd before
that capital goods may be more freely available in certain European countries
than in the United States. The fact that we are the only public lending insti-
tution whose funds can be disbursed anywhere and particularly in those countries
.where disbursements will conflict least with armament requirements gives us ad-
ditional assurance that we will be able to continue to be active in providing

financial assistance for the economic development of our member countries,
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. ECONOMIC DEPARTMEMT

Leonard B. RIST ' - April 24, 1950
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ECONOMIC DEVELOPMENT

We thought that, without giving you a complete
philosophy of economic development, we could give you
some idea of the problems which we have been and gtill
are consldering in relation to it. Mr, Burke Knapp
will speak to you of the channels Of—¥apied-agaecofe OF
international movemente of capital in relation to develop-
ment, Mr, Harold Larsen will speak of some aspects of
the domestic capital formation and its limitations,

financial and real. R

Epi,

For my part, I would like to indicate one or %wo
bagic difficulties we have met in one operations. These
difficulties are not only practical, they are theoretical
as well, Whlle we cannot contend that we have found a
complete or definitive answer to them, we could at least

show you in what diréction our minds have worked.

The first difficulty is involved in the determination
of priority investment. Given a certain capacity of '
absorption, given a certain amount of available financing,
asguming what is almost inevitable that all the financing
desired ie not available, which project should be selected ?

While there are about as many patterns of development

as
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as there are countries, some features are fairly common
among them.{)I do not know of any country where development
1s not proceeding - with or without foreign assistance.

It 18 a continuous process which ig based on implicit or
explicit views as to the future structure of the economy
concerned. The rqueat for international assistance arises
fron the desire to stimulate or accelerate the process,

not from the idea that movement must be substituted for
complete stagnation.%)The second common feature is that,
outside very definite exceptions such as Eagtern, Europe,
complete State planning and control does not exist and
orivate investment therefore proceeds on lines which are
more or lesg independent from government action, exceptv ¢o "
perhaps for tariff proté;gyaa;éf&hirdly, this private
Investment usually constitutes a major fraction of total
capital formation. It is directly prompted by market
expectations and gtands in an underdevelopped country
roughly as good a chance of being profitable as in other
surroundinga.ﬂ)?ourthly, however, even if private initiative
feels a spontaneous and healthy urge to invesgt, the State
in any case has either to support this spontaneous mirge,

or to provide some relatively unproductive investments -
the so-called social overhead capital or both. The State
and ourselves to the same extent, therefore must have a
view of the direction in which the economy is developing,
lest investment be migdirected. Oapital waste in a country

ol 0 ofclex
whietr by definition 1s scarce of-cavital is a great danger,

The complexity of the problem ariges from the fact



30

that simple bottlenecks are a rare occurrence. In the
case of Balvador, lack of power clearly heléige;ﬁmber of
potential initiatives Afgne Electricity would in any
case be very useful, But most economies are more complex.
Releasing some bottlenecks may be 1little help if athers
are not taken care of at the same time. It is therefore
less the immediate effect of one single project, but the

agerepate effect of the general investment movement which

must be appraised,

Until now in the practical cases which we had to
deal with, our assistance has gone to fields which we
could securely consider as first priorities, or rather -
to use my own correction - ag being among the first
priorities. 8oclal overhead capital such as power and
transportqtion, or when the justified policy of the government
was "grow more food", agricultural implements and ground
clearing equipment, or storage. But always wechad to
consider whether other pressing needs were not being
neglected in the overall investment program which was
going on at the same time, Balanced development would he Iwele
R@L take place if power were provided without the roads
and the equipment %ﬁ;fif manpoper were not available to
t1ill the fields or man the factories.

The governments, we found, are becoming more and
more aware of this problem of priorities or'Br equal
o fyou pufer of iukifra lre I
precedence! /but in each country, they have to be reviewed

continuougly to take account of changes in demand or of

changing/
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changing conditions in different areas. One special aspect
of priorities may be noted incidentally. The problem

will become more and more difficult as we are more intimately
acquainted with certain countries and as our assistance

1s sought for private industry as well ag State sponsored
operations. A choice between capital intensive and labor
intensive industries may be involved and this will in each

case require a special decision.

The second major difficulty we have to contend with
1s the relationship between balance of payment and increased
productivity and national income, We are all agreed that
the maln purpose of development is to increase both production
and productivity to the point where national income grows

Equicker than the population, in other words to the point
iwhere national income per head begins to grow?ucTheoretically
ithis can take place without any improvement in the balance
;or payment of the country. An increase in money income
Ealone, even 1f thls inflation 1s for the purpose of investing
Ihas, as a rule, an unfavourable effect on the balance of
payments. But an increase in real income - though non
inflationary - may improve the standard of living without
improving the balance of payments, i.e. without giving
the countries a surplus of resources which may be exchanged
for foreign equipment, or without involving the expectation
that an improvement will take place and thus attracting
eredits with fairly reamnable hopes of repayments.

Fue
In other words, -when we lend we expect to receive
{
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repayment, the prospective balance of payments of the
country 1s the only basis on which such expectations can

be calculated. Not each individual project, but the
aggregate development investment going on in the country
gshould be of such a nature that either it will not disturd
the present balance or that it will improve it at least

as much as 1s necessary to carry an additional fixed burden
in foreign currency. If thie is true of the Bank, this is
true also of all foreign investors. Here algo the concept
of balanced development lg necessary. It refers not only

to the need for a proper choice of investments to be under-
taken by priority or parallel to each other for the purpose
of increasging productivity and the standard of living. It
refers also to the effects of such investments on the
international position of the country. It is not enough
that the investment be urgent, if carrying it out means
inflation and the maldistribution of income and investment
which is its counterpart as well as excessive presgure for
imports. It is not enough either that, even without inflation,
the investment contemplated should tend to make the country
self sufficlent in some field, if it is at the expense of
higher cogts throughout the economy, and if therefore it
constitutes a threat on the export potential of the country.
Just as the internal value of a project cannot be judged
only by its direct earnings power but must be asgessed on
the basis of 1ts indirect effectsfin the same manner thege
indirect effects of an investment program are not relevant
only insofar as they affect directly the national production

but also as they affect the general cost and foreign transact-
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ion pattern of the country. The greater the expected
expangion in foreign transactions of a country, the greater
its chances to supplement 100&1?;£;;;és'with foreign capital.
I have brought up these questions because in assessing
what we commonly call creditworthiness and choice of priorities,
they are ever recurring. We have no ready made formula to
golve these problems., They imply quantitative appraisals
but also qualitative judgments on the potentialitieg of the
country and ites physical and human resources on what its
people really want and what they can absorb. Mr, Knapp and
Mr., Larsen will deal in more details with some aspects of it.
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ECONOMIC DEPARTMENT
Leofiard B, Rist October 14, 1949

INFORMATION MEETING OF OCTOBER 14, 1949

Gentlemen,

I have been wondering what might be of interest
to the representatives of the financial press vhioh
we all read with interest and benefit, Indeed you
are one of our most valuable sources of information,
I think, therefore, that rather than deseribing to
you our methods of investigation - and a lot has
already been told you today by my colleggues on that
subject - I might try to sketch the economic back-
ground against which we evaluate the risks we take,

I will do that from the point of view of Europe,
because Europe still represents 5/7 of our portfolio
and is, therefore, our greatest risk, and more generally,

because the future of Europe 1s of major importance to



any other country to which we may be called upon to

grant loans,

It has often been wondered why the recovery of
Europe has not been patterned after the period vhich
followed World War I. Actually there has been very
considerable disagreement in Europe about the most
guitable mechanisms of recovery and the abgndonment
of controls on exchanges and trade has been advoaatu& '
much more often than ie realized here, The debate took
geveral forms ¢ liberalism ve, statiem or dirigism,
price mechaniem ve. controls and rationing, fluectuating
vn; fixed exchanges, self-sufficlency Vl; rellance upon
foreign auailtnnoo; Why, 1% was asked, did the European
countries not let automatielty play the role it did
after World War I ? Why aid they not allow the balance
of payments on current account to adjust iself through
exchange depreciation rather than walting for equilibrium
in the balance of paymente to be achieved before adjusting

exchange rates ? A comparison of what happened after



the first VWorld War with what is happening now may,
perhaps, throw some light on these diaouaaions; I

think that i1t willl indicate that the policles of the
European countries can be falrly well explained by the
conditions in which they found themselves, But 1t will
also indicate, I belleve, that we are now reaching

the point where precisely these mechanisms of adjustment,
apparently neglected untlil now, can agaln play an

important part.

The reason for the different cholce of mechanisms
lay in part in the very magnitude of the physical
destruction and of the structural changes which had
taken place. I will not discuss further the physical
destruction., Ite extent and severity are too well
known, But the political shifts and thelr effects on
the pattern of trade are worth listing once more because

of their more permanent consequences.

Both economically and politically the world of



1040 is very different fvom the world of 1939, much

more 80 than the world of 1919 was from that of 1914.
Russia, which practically disappeared from world commerce
after 1018 and is 8till of emall importance in inter-
national trade, is now a major political power, and

has expanded its influence over most of Eastern Europe,
not to mention Manchuria, half Kores and a growing part
of China 1%:011; Ite trade with the "satellite countries”
of Eastern Europe hag inereased over prewar and the
latter must try to attain some Xkind of equilibrium at

a lower level of trade than existed before the wmr;

The problem of East-Weet trade 1s not so much thaf the
countries do not want to trade, Actually the volume

of trade has been rising, slowly but steadily, and has
now probably reached about two-thirds of prewar. It
proceeds more or less on a barter bagiis, however, and
since the East cannot export more to the West than 1%
does, 1t cannot import more from the Weet as long as

oredits are not available.



The Far East was undamaged and open to trade

in 1918, Today a shift in political power of tremendous
international significance is taking place in China,

Japan 1s now deprived of its empire and under military
oocupation; India and Pakistan have arisen as independent
otates; Destruction and unrest have been wildespread

in South East An&u; Indeed the disappearance of much

of the Far East as a large trading center and the
possibly reduced capacity of South East Asia to earn
dollars for Europe from its exports of rubber, tin, ete.
may be onte of the most dangerous changes in the pattern

of trade.

The Middle East, which was after 1918 the fragmentat-
ion of the Ottoman empire, now assumes a new importance
because of 1ts strateglec position, 1ts oil resources,
and through the new born state of Israel. Africa has
also assumed a new strategiec importance, and 1t too may

eventually become a substantial market and supplier,



partioularly for Europe., Unlike the Middle East, how-
ever, whose oll is already making a significant contri-
bution to European resources, Africa will undoubtedly be
a draln on Europe for a considerable time,

The war saw a significant degree of industrial
development in Canada, Latin America and other overseas
areas but the greatest changes of thie sort took place
here in the United States which practically doubled its
prewar industrial output and at the same time inoreased
ite agriecultural production by about 350 per onnt; It
became the only major potential capital-exporting
country, and for the years 1946-48 its surplus on
merchandise, transportation, investment and other
current items reached the enormous total of about
$25 billion compared with roughly $10 billien in

191921,

These changes were magnified by the fact that

they occurred at a time when Western Europe, the other
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major industrial center in the world, was greatly
wnakenad; The international economic position of the
U.K,, which had liquidated a substantial proportion of
its foreign investments and assumed a new load of
external debt, gave particular cause for grave concern,
Germany was for long a vacuum, and in Western Europe
generally, with local resources allocated by priority

to local needs rather than to exports, the import
surplus required to prevent the whole soclial fabric

from disintegrating was onamn:; This surplus was
financed, and indeed supplied malinly by the United States,
which in the four years ending June 30, 1949 made
available to the ERP countries grants and loans amounting
to no less than 08;1 and #B;S billion respectively, or

a total of $16.4 billion,

Besides these changes, which completely disrupted the
prewar pattemns of trade and were too grave to allow

for more than a partial return to what we used to consider



normal, besides the ever recurring threat of war which

keeps up military expenditures at a Righ level all over
the world, other conditions had been modified since
1913; Population movements are no longer more or less
rru; In 1921-24 intercontinental net emigration from
Zurope probably averaged in the neighborhood of 600,000
per m. At present it is only from 1/3 to 1/2 of
that figure (1); Lgst but not least, after the first
lléru m-. pu-inu-upim. notably Ameriecan, was willing
to seek outlets nhrou. New issues on the New York
market for foreign account averaged over $700 million
per annum from 1919 to 1928 and fell below $400 million
in only two years (1919 and 1923); Mindful both of

some previous unhappy experiences and of the far greater
political risks involved, American bankers and investors
were wary of loans to foreign countries after 1946;

Total new issues for foreign account sinee V-J @ay have

(1) Compared with net immigration of about 400,000 per
annum in the period from 1921-24 .in!.po.nen into the
United States for permanent residence over the past
three years has averaged about 150,000 per annum,



hardly exceeded $500 million in all, of which by far

the greater amount has gone to Canada and Royal Duteh
Bhull; It is true, however, that private direct inveast-
ment amounting to roughly §1,500 million in 1946-48

has been more than four times as large as in 191.9-21;

But the aggregate of both loan and equity private invest-
ment hardly exceeds 2 billions over the thrée year pariod;
This figure, compared with the U.8, current surplus of

$25 billions, desoribes the dollar problem in a nutshell,

Under conditions such as these 1t is hardly
surprising that, although the pattern has varied signifie-
antly from country to country depending on particular
eircumstances and traditions, the policlies of postwar
recovery have placed less emphasis on autmatic processes
of adjustment than was the case following the Armistice
of 1918; It was only natural to keep in force after

the war #trioct measures of control, many of which had



been adopted while hostilities were still going on,

Resources still had to be husbanded and inflation mmmd;
The alternative was to abandon controls and let the
currency depreciate to a point which would have threatened
or perhaps even destroyed entirely the soecial equilibrium
which was often already pmimu; The vision of the
Unlted States in seeing what would be the consequences

of such a step, and its willingnese, by the Marshall

Plan and all the other forme of postwar finaneial and
economiec assistance, to allow Western Europe to maintain
a level of imports, and thus a level of consumptions and
in particular investment, far larger than Europe's own
resources would have permitted, is without doubt the

moat noteworthy act of foresight, statemanship and

generosity of the postwar years,

Largely as a result of United States assistance,

the transition from war to peace in Europe has been
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smoother than it was after 1918; Then 1t was accompanied
by heavy unemployment and turbulent labor rolationa;

In the United Kingdom, for instance, about one man in
five was unemployed at the deph of the 1921 tlm;

Again, an annual average of about 15 million man-days
were lost through strikes in France, 49 millions in

the U,K, and 14 million in Italy in the period 1.919--21;
This time, though the wartime dislocation of industry

was far greater, the transition passed without heavy un-
employment, and apart from strikes in France and Italy
the causes of which were as muoh political as economie,
interruptions by work stoppages have on the whole been
far less acute than in the period following 1918; It

may also be mentioned that the uncoordinated manner in
which exchange stabilization was carried out after the
first World War was not unconnected with the competitive
depreciations of the thtrtlu; Remembrance of this may
have played a part in the cholce of fixed parities rather

than fluctuating rates after the second World War, But



this declsion was no doubt reinforced by fear of the
economle and soclal consequences of the internal price
rise which exchange depreclation would have produced,

and by the knowledge that the volume of European exports
could be only slowly expundod; It was rendered effective

by the finanelal assistance of the United States.

Now, however, although a great deal of war damage
to property, notably housing, has still not been made
good, most of the physical reconstruetion of plant and
equipment has been eoapletoa; Industrial production in
Hestern Europe is now probably about 15 per cent above
prewar and the volume of agricultural output is approading
prewar 1.7011; Thus in areas where destruotion was much
greater than in 1914-18, the speed of recovery in the
past few years compares favorably with the earlier period.
Even though vlessed by favorable weather conditions,
European agriculture, for example, did not reach ppewar

levels of production until the eighth year after the



firsgt World war, This time after four years we are

close to 1%,

The inflationary boom of the postwar years probably
passed ite peak last lprlng; In general prices now
show a horizontal or slightly downward troml; Oonditions,
of course, vary from country to emmtrr; In Belgium,
for example, where the deflationary process has gone
furthest, 1t has let to significant unemploypent, wile
in the United Kingdom a certain measure of inflationary

pressure still appears to persist,

The budget defioclts of most countries, which were
an important factor in the inflationary process, have
been substantially and sometimes even spectacularly
:nduocd. In Italy, for example, the budget deficit has
fallen from a high of 787 billion Lire in 1947-48 %o
an estimated 174 billion in 1949-50, while the Duteh
defieclt of 546 million guilders in 1949 is expected to

give place to a surplus of 20 million guilders in 1950,
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Budgetary equilibrium has already actually been attained
in the United Kingdom and in Bols&ul; The balance in
both, however, is still praonrieul; In Belgium it wae
achieved at the cost of substantial unemployment which
now threatens to upset 1%, while in the United Kingdom
government expenditures have recently been running lower
and receipts higher than was estimated and as in all
other countries the recemt devaluations will subject the

monetary equilibrium to new inflationary pressure,

In view of the rise in production and the approach
to monetary stability, the question must be raised whether
the time has not come for policles of greater flexibility
to be given more scope than has hitherto been the case,
for greater reliance on the price mechanism and on normal
capital rlnvt; This does not mean that the need for
extraordinary assistance is over, for despite the marked

improvement since the close of hostilities, the balance

of payments position of Western Europe, especlially with
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the dollar area, 1s still weak and remains its most
intractable problem, The trade deflcit of the ERP
countries with the U,8. and Canada (on the bakis of U.8,
and Canadian figures) which has totalled #2;9 and &;1
billion respectively in the first six months of 1947

and 1948, still amounted to no less than 32;1 billion in
the first half of 1849, But it may well be that now
with emergeney reconstruction behind us, with the return
of a buyer's market and with the security afforded by
the continuation of ERP ald, although at a decreasing
rate, until 19562, a part of the adjustment still to be
made may be Brought about by more traditional num;
Riske which could not be assumed two years ago can now
be rs«a; Competitive markets, rather than artificial
relationships based on a cheap scarce dollar, may well

bring about substantial changes in trade ourrents,

The recent devaluations are the first important

step in that direction and some measures are also being
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taken to liberalize intra-European trade and to reduce
U,8, tariffs and simplify customs macﬁmu; It may be
pointed out that the success of devaluation against the
dollar does not depend entirely on the increase of
European exports to the United Btates or on a decrease
of § imports into E\W‘pl; The recent realignment of
currencies, by improving the competitive position of
Europe should lead to some substitution of European
for American products in third n:-kcu; This does not
mean a permanent loss of business for the United
States, since a better balance in world trade is a
primary condition for the maintenance of a high level

of American exports.

If, at the same time, adequate steps can be
taken in the Buropean countries to prevent the inflation-

ary pressure generated by the currency adjustments from



17,

leading to a new race between wages and prices, in other
words, if devaluation brings, at least for the time
being, some reduction in real incomes, if at the same
time economic stablility is maintained notably in the
United States, and continued efforts made to reduce
obstacles to imports, and if European sellers are
willing to adjust their methods to American needs and
habits, the remainder of the readjustment process may
be greatly rmnuatoﬂ; In this process adjustment on
the capital as well in the current account of the
balance of payments should play an important rolo; For
current defliocits have often been inflated as much by

the exodus of flight capital as by the disineclination

%o sell abroad goods which find profitable market at
home, If now, returning confidence and price advantages
in the import and export trade can influence current

transactions, if on the other hand the flow of private

capital can continue and can bé encouraged, the improvement



in the European balance of payments may proceed at an
accelerated pace and the last part of the road to
recovery may be covered more speedily than has sometimes

appeared possible,






Inrdraation Conference

Leonard B, Riet

I suppose that, rather than hearing ebout our internal
machinery, you would be more interested in the general background
againet which we appralse the loans which we are making or have
made. You are already femiliar with the former and our methods
of investigation are hardly different from those whilch you follow
yourgelves in the course of your own business.

The risks we are taking are, be definition, those which
the market could not bear, but which seem remarkable, As you
know, according to our Articles, we must aaaufa ourgelves that
a) the borrowing cannot be made in the market on reaconable terms
snd b) that nevertheless the loan has reasonable prospects of
repayment, We have 'til now aceepted to take such “ecaleculated"”
rieks for an aggregate amount of over §700 milllon. An appraisal
of such risks 1s by no means a mathematical problem; 1t 1s a
matter of Judgment and 1s all the more dellcate as this Judgment

must take into account the life span of the loan,

September 28, 1949



Ap you are aware, our liabllity for a loan operation runs
through the whole life of the loan, unless we can resell our
portfolio without our guarantee, an event which has not yet occurred.
whenever we have sold bonds from ow portfolio, it was with our
guarantee attached to them, We, therefore, must attempt to
aprraige the risks which we are covering for a falrly long period,

It has ocourred to me that you might be interested in a comparison
of European risk - our major investment 'til now - as 1t appeared

to us at the time we made our biggeet loans to the European countries
and as 1t appears to us now. I chose Europe, because out of our

$716 million portfolio, $546 million are European loans, I do

think that such a comparison will show that on the whole there has
been an 1mprovem§nt in the quallity of our portfolio than a
deterioratlion,

Our main loans to Furope were dated as follows:



France $250 million May 1947

Netherlands $106 A;guat 1047
Denmark $40 August 1947
Luxembourg gis August 1947
Netherlands $12 ° August 1948
Belgium $16 * March 1949
Netherlands $16 July 1949

Finland $ 12,6 * August 1949

It is mainly a comparison between 1947 during which we
inourred a llability of over $500 million, and 1949 that I would
like to draw,

In 1947, the so-called political risk was probably less
apparent than now; the Brrlin problem had not yet taken the bitter
aspect 1t took later on and while a peace settlement did by no
means aprear to be easy to achleve, the alternative dld not seem
to be peace or war, On the other hand, reconstruction was, by far,
not completed; the industrial production was in the neighborhood

of 80% in 1946/47 (on the 1937 basis) for France, and Netherlands,,

around 100% in Belgium and around 105/106% for Denmark,
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Socarcities and, therefore, rationing were the rule; inventories -
and especially inventoriees of raw materiale - were consplcuously
low; transportation was hampered by inadequate railroad equipment;
except perhape in Belgium, inflation uan.atlll being felt everywhere.
Including the Netherlands where tight controls were being exercised,
inflationary pressures could be felt all around, The usual
tendenoy towards higher wages and labor disturbances was almost
general, The purpose of our loane wae then to allow production to
increase further and the expectation waes that as production
increased, both needs from abroad and internal inflationary
pregsures would be reduced, There was no doubt as to the basle
fragility of the Furopean economy, but the fundamental asaumptiqhv
was that no maJog dleruption would take place, It was expected

that consumption would inerease further without an undue recourse
to foreign assistance, while investment could continue at the

same pace, adding modernization to reconstruction. The foreign
indebtedness of the countries conecerned was considered relatively

high, but in view of the long and excellent tradition of these



countries as foreign debtors. the willingness to pay could not be
questioned, Ve knew that the governments involved would lmpose new
pacrifices and forego useful or pleasant imports rather than default
on their signature. It did not seem then that these sacrifices would
be too great, because the gbillity to repay ecould be expected to
improve. Honetafy reservee were still substantial and forelgn
securities secmed to provide sometimes a sufficlent cushion, The
balance of payments prospects were not very dim.and while it was
realized that time had to elapse, 1t seemed that when exports would
plek up, some balance « though not as comfortable as prewar - could
be restored, The oonverttbility of the pound was Just about to be

reingtated,

What is the position now? If anything, the willingness
to pay has been reinforced thanks to the greater stability which
has been attained in the economy of the countries concerned, Inflation
geems $0 have run 1its course in France; it is well under control in
Holland; i1t has not crept up in Belgium or Denmark, The degree of

financial stability achieved. whibh will be desoribed to you more
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in detail by Mr, Rosen, goes with a degree of soclal stabllity
almost comparable to prewar, As to production, it has increased
everywhere to levels which aprroximate 130 of prewar in Denmark,
115 to 120 in France and over 120 in Belgium and the Netherlands.,
Transportation conditions are normal; as to foreign trade, a
great improvem nt has taken place 1in Belgium and France, imports
are in volume at about the same level as in 1947, which 1is
between B and 10% over prewar. while exports have substantially
more than doubled as compared with 1946/47 when they stood at
one half of prewar, Even Germany!s production has now recovered
to about 80% of prewar. This may foreshadow a return of Germany's
competitive power but in the meantime is a help to 1ts nelghbors,
in particular, Holland,

Two aspects of the situation appear. however, in a new
light: the politieal situation and the dollax problem.

There i1e no need to describe how the relations between
East and West have deteriorated over the last two and a half years.

On the whole, the Communist parties have not been able to gain a
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foot in the governmente of the Wegtern countriee in spite of
the numerous periods of soclal tension., At the same time the
military problem was becoming more acute, and 1t is not until
the signing of the Atlantic Pact that the anxiety subsided in
the West of the European continent, It would be an error to
belleve, howéver, that this atmosphere of tension and the fear
of reneved war and occupation have prevented recovery or even
foreign trade, They have, no doubt, left heavy military burdens
in the budgete of each of the countries concerned, but trade
between Dast and West has been growing constantly at the rate
which barter exchange could carry. Little or no credit is
involved in operations on that basis (on the basis of barter);
the development of East/West trade ocan only be slow, and this
involveg fTor the ¥Western European countries the need to find
other markets for their producte than these traditional outlets,
At the same time, in the Far East, in Im:alpuj Indochina
and worse in China itself, tradltlional markete for Euronwﬁ goods

were progreseively shut out or considerably reduced: here also



an important readjustment of export outlets is necessary, South
Eagt Asfachas been formerly a dollar emrner for Europe generally,
except for Malaya one cannot say that the area 1s apt %o play this
role for a long time and from this standpoint, the hopes which
could be entertained two years ago are fading away.

Thus, the political developments have had important
economic consequences in the field of foreign trade and forelgn
exchange and have pointed out the necess.ty for the European
countries to earn dollars themsgelves., The fallure of the British
attempt to restore convertibiliiy acted as a danger eignal; both

Europe and the U,8, had underestimated the amount involved. and

the Marshall Plan was the offielal recognition that the gap has
been much wider than anybody eould foresee, The maln effects

of the Marshall Plan, as far aes the Bank 1s concerned, will have
been to prevent a setback in reconstruction,to hasten the redoration
of Europe and to allow reconstruction and modernization to take
place at a standard of life definitely higher than would have

been poseible otherwise. It did not esolve and eannot eolve the



problem of redistribution of foreign trade which I mentioned

before and which focuses on the dollar shortage all the energles

of Western European finance men, As I intimated before, it is

not only necessary to restére production to a level higher than

prewvar in order to offset the lose of foreign investments, but

the traditional channels through which triangular trade allowed

Western Europe to earn dollars have been upset while in addition

the rellance on Western hemlegphere sources of suppllies have

grown greater. These are the baslc reasons for the recent

devaluations. One may dispute on the exact timlng of the operation

but 1t was certainly better and more useful to wait until a buyers

market seems to be setting in, In order to be able to achieve
thelr alms, 1,e,, to shift from dollar supplies and to develop

the exports to the U.8, or tﬁe doll:r area generally, it is

necessary to have some leeway in the cholce of one's suppliers

and to have some avallable productive capacity. It would, therefore,

not have been wise to take thils momentous step very much earlier;

it would not have been wise elther to walt until the Marshall Plan
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had run ite course, to effect the necessary readjustments,
they would have been much too deep then, At a time when u, 8.
pupplies are still well assured through the Marshall Plan, but
at the same time some flexibllity appears in the world markets,
an operation like wholesale devaluations should properly be
undertaken,

What will hmlthn effects of it, 1t 1s much too early
to predlct, Nobody can say with any certalnty what prices will be
affected and whether the working classes in France or Britain
will accept only elow &nd reagonable changes, But at least
the basis is set for & readjustment of trading operations since
dollar goods are less attractlve and dollar markets are more

\.

attractive, .
5 1 I'\

1

This will affect the dollar countries in two waye:
partly because they wilil have competition from European goods

on thelr own territory, and partly because their exports will)

TR
hit against much stronger competition from European produgers. .

It should be realized in this conneetion that a large e;%meﬁk

\.
|
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of artificlality existed in the former exchange rates, There
was aleo an element of artificiality in the very ample markets
which American exports could easily find abroad, To the extent
© that European ourrencles were overevalued the dollar was unders
valued, It 1s only clear that the dollar deflecit 1s nothing but
another way of expressing the faet that U, 8, export more goods
and services than they import; the exporte are to the tune of.
say, £100 per head while imports are only to the tune of 60 opr
§70 per head,

Everybody aske the questlon whether devaluation will
now allow thie dollar gap to be closed. This balance of £30 to 40
per head must be covered eithepby less exports or by more imports
or, if trade changes are not sufficlent. by foreign eredite.
¥1ll the new rates of exchange allow trade alone to fill the gap?
Nobody knows the answer, but one can at least guese what the trend
will be; ecome eloment of competition has now been restored in

the world, The prices offercd by the various suppliers here and
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abroad ocan now be competing in third markets, It is even
poseible that seme countries which 'til now are considered by
Europe as meumbers of the dollar area - Brazil, for instance -
should restore their exchanges with other countriees than U, 8,
to the point where their balances with Europe will no more need
‘to be settled in dollars, By making vrices more comparable

and by rectoring healthy competition, a better utilization of
resources the world over will be achleved, lNore efficienoy,
more Clexlibility, more incentive for low cost producers, this
ghould result in a reduction of the Ameriean ﬁurpluu, i.e,,

a reduction in the dollr gap, provided of course that both the
devaluating countries and the dollae countries are ready to be
reasonable, that 18 1,) the foruer should not inecrease their
coste unduly, and 2,) the latter sghould accept imports and
competition abroad, A reduction of the gap does not, however
lﬂl&%ﬁta elimination and eapital movements will have to continue
for quite some time and that the adjustments will not be 100%.
The important thing, to my mind, 1s that the trends should be ;.n

the right direotion and 1t 1s Aiffiocult to figure how this could
\

\
\

.\.

not be the case.
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Such are, Gentlemen, the broad lines of the present
pleture, the background against which we try to welgh the risks
incurred ih individual countries, I do feel that, while the
payment problem has become dangerously acute during the past
year and a half, the prospects look brighter again both over-all
and in the individual countries.

I should ask my friend, Mr, Martin Rosen, to comment
on the particular aspects of the same problems relating to each

of our principal European debtors.







25 april 1949

OTATEMENT MADE AT THE INFORMATION MEETING
with the AMBASSADORE

Defore desoridbing how my department worke, I would like
%o indicate in the light of what considsretions we have crganiszed
it, Vhen the League of Nations was split up botween the United
Hations end the Specialized Agemcies, its eocncmic services were
eplit up at the soanw time. None of the Agmcieos - and the United
Nations least of all - comsidered that they could carry all the loed
vhich the League has been carrying partly because ite ectivities
vere more comprehensive end partly beceuse the type of problems
is different. In the Benk we have geared cuwr stulies mostly %o
our financial operations.

In carrying cut our studies, we have to stress most of all
the structural aspects., While short-term problems end immediate
difrionlties, whils facts, figwes end mnalyses are of course
relevant end neceseary, it is the permanent features and the
long-tem prospects of the coonamies of our member countries
vhich we must wnderline., In doing this, we must inovitably take
into considevation, in eddition to the historicel facts, the
policies both escmomic and financial which our member states are
pursuing, The adequacy of these policies in term of their ecomamic
structure and prospects, the chances we cen discemn thet these
policies will bo successful are, therefore, essential to eny of
our investigations.



The chavecter of our studies derives largely from cur
responsibility es a cooperstive institution to our borrowing
mesbers who are emtitled to a fair and thorough enalysis of their
position, end also our responsibility to the other member nations
who ect as guaremtors, In epprosching our prchlems from this
angle, we have found ourselves scmetimes in e position to render
a sorvice to the borrower as well as getting eervice from them in
tern of valusble data. In our relations with cur borroving meubers,
there has been esteblished a relationship of sincerty cn both
sides which allows us to raise ocur questions, and if the cese may
be, to express our doubts, with complete freedam, end we have found
& response umusually remarkebly sincere and rewesding.

This freedom of expression has besn particularly useful
in the discussions of the policies of the countries comoerned. Thie
ig one of the reascns why our studies have never been given wide
circulation : we meke use in our reports of the opinions expressed
wummnmwuuwm
talked to, we will mot feel jJustified in publishing the opinions
we have formed on the basis an such confidential talks.

:m-mm“dcﬁﬁmn
these problems, Perhaps the mmber of opsrations which we have
performed provides a good explanation : M;ﬁh“ﬁ
League of Netine performed six or seven financial
directly or indirectly, the Bamk hes Mw%%- m T
_4we yoers end we Dave s lerge muier of sppliostions under study.

hmmmﬁw,“mugn
fessionals representing 1b nationalities, into three main groups.
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One ccnoemtrates on country studies, the other cne on fumotional
or technologiocal problems, the thidd deals with gemersl problems.

The functions of the firet group are clesr emough. The
economiste in charge provide economic reporte on the position and
prospecte of our meuber states. I have point~d cut eariier that
their main omoorn is with the long-term outloock.

The techmological group includes one cooncmist with cne
or two assistants for each of the perticular field of agriculture,
industry, tramsportation, minerels end mempower. It has proved
e exceedingly useful set-up. Its funoticns ave several : in the
firet place, a large muber of countries, particularly the less
doveloped cnes, are depending on cne, two or three mein products
viiich they export ; the future mmxket of these products is of
immadiate concern, It would be difficult for the gemeral eccncmiste
who are in charge of the area group to be comversant at once with
oredit, foreign emchange or develomment policies end with the prospects
of coffee, cottan or copper. The epecialis® of the technology group
provided them with those studies. They also serve ancther purpoge
in iwiping us in the preliminery stage of a losn epplication to
sppreciste the ecomamio implications of a projoct. They are supposed
to give a preliminary opinion as to the extent to which the development
contemplated is in a gmeral way oommsistent with the economy of the
country, and to asaist in determining whether the results vhich the
cowntry expects %o obtain from this project are likely to be realised.
They do not need to go into the tecimical details which ave the
responaiblility of the enginsering sdviser to the Losn Director.

The thind group of my department is the general studies
group, We camnot treat s country as isclated end we must consider
each of them within the fremowork of ite world relationship. This
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task of coordination falls upon the gemeral studies group. Their
regearch revolves sround three main problems : one of them concerns
the movement of intemational cepital ; we must form an opiniom
as to the prospects of intemsticual movements of capital not oaly
in the feld of intermetional lending, dut in eny other form, be it
direct investment or grants, We also must form an opiniom of the
pest developments of such movements, the debt record of the individual
mezber gtates as well as the treatment acoorded to private investment
on their territory ave dirvectly comnected with this gemerel problem,
The cbstacles and incentives to further movements of capital are
similarly the chject of our vesearch, The second consideration
relates to the balance of payments of the United States, st preswmt
the grestest lending country, In partioular, wvhat is the future of
imports of foreign products into the United States, We have tried
to deal with this problem from & very practical point of view, taking
into account mew production of substitutef goods ; we have attempted
to determine for individual conmodities such as oil, textiles, hard~-
ware, eto, wvhat prospecte foreign goods erve liksly to find during
the next few years in the United States, The thind point eround which
we have concentreted our efforts is the problem of development in
gemeral, Some of you may have seen the letter which the Benk semt
to Mr, Trygve Lie at the begimning of last year ¢n the Bank's point
of view concerning development policies, This was the resuit of &
series of studies cerried out in this particular field snd was an
attempt to give the Bank's present view on it,

Before closing, I would 1ike to say & word about oUr SOUTOes.
Besides all the published material which we can get, they include
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other internstional agencies such as the United Nations end its
mmm,m-mr.&a.uum.m
mnwummMuhmu“
level & cooperation which we find most useful. The Fund in partioular
umm-u&.mmwm“

our two Ressarch departacnts work hand in hand, In addition o
intemmaticnal agemcies, we found & reedy ccopermticn in Ameriocmn
goverment agencies, such as the Departmsat of Commroe, the Depart-
went of Agriculture, the Federel heesrve Board, etc. I think I can
wun--wm.mmm-
quick end vesdy coopersticm on the part of the local shthorities as
we have found witlythe United States euthorities. They have opened
their files freely to us and heve given us their opinions with e
mmﬁmus-ﬂ-“mdrhw“

Private business has aleo besn of great sssistance ; we have
mnmummm“mmm
they were exoceedingly respmeive and wderstanding.

The member states remain, of course, our most important source
of iaformetion. Ae I pointed cut earlier, they are cpen, sinoere,
mdnmmmnﬂmhw
w“mMcMhdu—ﬂ
degree of frenkness in sswering us. Clearly, direct contacis ere
the cssiest memns of informstion, Missions are, by far, better than
writing letters ; "Mmﬂmﬂﬂbﬂﬂ”
direct ocutects cen be kept up, they beccms pereonal end all the more
usedul.



