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Mr. Inse3sa
Coordador do Proyeetes do #esvol

Presidencla do I asib
relix C"V"a 301 " P1r

Ymlseo 12, D.Ir,

Marany bmo o tam ng as he ftwQa estizatos of s--wn4 aMd
fete poetim for Modooe. The"4 osusmvw are of eutsltwa

Ineat to me *ee te Co~ssia d* eamul-* asked me to prospn a
paper on omgee's for*Uin trade Voelew. In thistmatt-m, I vftld
vwy utch opoc a esivift your fusl1 snaeysts and ovverma ot e.s
In turn, I as eAluS m pa smm of my veotpapers.

4",

*4

epritk No. 181 Growth Policies and the Excang Rate in Tuesuy
I"0 The Newly Tudustrialtzing Developing Countries after the Oil Crisis
180 Trade in Meanufactured Goods: Patterns of Change

Policy Responses to External Shocks in Selected Latin-Amerian G mznties

Shtng Patters of World Trade and Competition
Q904



Ar 30, M92.

W dvarsity of Chicalgo Prate

Chicago, Min=ots 60637

Dear Saxt

Jagdit h Da nmft Xffqg4 4 14f1t COV0t1t and 000 Ree e .i paplerbak, and

Axm* 0. Kregr 2Ya& and MV14yentss in Dnxslopraq Countrrse Vbso 2:

Plee ill ate tim o f Wiveepy at faculty discount.

Yoursa truly,

Bel BAIsm
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Princeton, N.J. 08540

Remoie a Pl98 an"a bill e at te time of dolfeuy at facslt
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Apri 30, 1982

Mr, Ceorge Ch* Calligas
Adadnistrate Director
lejAti* of Planning and senomic Research

Greecewaa

Dear Mr. Wli3gasi

1Ti is to inform you that I hbe em npleted the review of %eekg
Exports: Detmindants and Polices, 1960-19""4 by Mssrs. Voloudokis and
Pylakton and find this to be of high quality. This braivgs to completion the
study preare under contract with the World Unk. Accrnietgly, I hae
requaese that payment of the ramainsng $10,000 be made to IMPs. May I
request that part of this amunit be oisemrkd for Yosers. Fyloktas of IME
and Fanourglos of the Centala Balk who have peramonid wuch beyond the all of
duty in working on the study*e

Yours sincerely,

cc: Mr. Velouak

*3
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Apil3, 1982.

2 as 57 tr eeta
Now York, Now Yor 10

I wm)A It to oder Xnietriatia tm and trhe bsois for *mdo
UR.A. aSetmx*v. R. L. Ma sad A. D. Xiorgsa. The Mmeanalst%

o enaecamd gna Studies Vol. 2. Plese a bi voa te t,"o

SoU ala
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CLU3DAK 290139F

ATTENT O PROFESSEUR BELA .ALASSA

ME REFERANT A VOTRE LETTRE DU 25 
FEVRIER M%2 J Al LE PLAISIR

E VOUSDCOMMUNIQUE _R LA LISTE DE 
26 PAYS VISES PAR L ETUDE DE

AFRAQUE DE L OUEST :

BENIN BURUNDI CAMEROUN CAPE VERDE CENTRAL AFRICAN REPUBLIC

HAD CONGO EQUATORIAL GUINEA GABON GAM$IA GHANA GUINEA

UINEAGBISSAU IVORY COAST LIBERIA MALI MAURITANIA NIGER

IGER41A RWANDA SAO TONE PRINCIPE SENEGAL SIERRA LEONE TOGO

PPER YVLTA ZAIRE

JE VOUS REMERCIE DE L ENVOIE DES DOCUMENTS QUE 
N AZCARATE

POURRA NOUS ADRESSER

HAUTE CONSIDERATION

ERIC GUILLON CLUB DE DAKAR

WORLDBANK440098
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Age 26, 1982.

Mr. D. Thomw
Deaemmet of FA..eae.
Prsnts n vrsirty

Nw jorefy

"tnkm You for Your lotter of Apari 15th. I have transwitted this
lterm to Mr. arry Puree11 who andeie a stuaes o e ffoctive protoesti

and domestic resces met for tba %vory - e. Be should albs mend rmu
Wpsies of the Ohem& Obwy.

I would Ite t se masat that tbase are working deements and yma
wuld4 not use or tt* the Upsres without mse parmtesimn.

sor incoroly,

Naa Wass

cc: M. Purmal
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Mr. Was W~ave, M April 23, 1$29.

kawa* ID. Ukt Ne

I hwf Inmm N Rakl es sally, t I m nta4 illa vtb
hisa k.N appears to be a pleaant Wividua11 *%*, e aon vit

people asily - I praswn ta s ackpoemia and languaekoweg
would **Ua hm worte aisdein for a ank postion.
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The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. 0 Telephone: (202) 477-1234 0 Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un seminaire organisd conjointement par l'Institut
frangais des relations internationales et la Banque mondiale, qui se tiendra A
Paris le 14 mai. J'arriverai A Paris deux jours plus t8t pour me renseigner
sur la politique dconomique frangaise actuelle.

J'aimerais pouvoir m'entretenir avec vous sur ce sujet pendant mon sdjour
A Paris. Puis-je vous inviter A ddjeuner le 12 ou le 13 mai? Mme Ponchon, du
Bureau parisien de la Banque mondiale, vous t4ldphonera pour arranger un
rendez-vous A votre convenance.

En attendant le plaisir de vous voir, je vous prie d'agrder, cher ami, mes
salutations les plus cordiales.

Bela Ba sa

Monsieur Jean-Claude Casanova
Professeur, I.E.F.
Fondation nationale des sciences politiques
56, rue des Saints-Pares
75007 Paris (France)
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"'As. MDebae Ogy- ?a
ack to F9t PISIIG

I rad with much inteiest yawe paper on the asss =mblect. I agree
wth your major *oselus butng vb tate youad * taat than moma e-actaty
I 4a hava a subsanies point conerin r cocsiosn No. 2. 1 wold
coiet it an exageationa to stat "For any aemts, tradtioal

Malth"Idss wimmee nAou food ouppeaes atill very elevant." To sy YIIW,
th* main amo toat Tapid populaton growb catuos, the swtsaallaUle
for asrodtt te etses.
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Miss Khanh Nguyen, EMO April 23, 1982

Bela Waans, DRD

TUNISIA TAS Pr!?Ject

As you have requested, I provide below some comments on the two papers
dealing with cgutionnement and with Improving export promotion, respectively,
in Tunisi-.

1. Cautionemen

It is not clear whether the purpose of'the proposed scheme is to reduce
imports, to 41vid, monopoely route due to Import liensing between the 11cense
holder &Dd the govermenst, orto simplify the administratiou of import
licensing. The first objective could beat be pursued by cheaqW* In the
exchange rate that wulud not increase the existing bin f the incentive
systema gaist exports. In turn, cautiounment may be used to appropriate
nome of the monopoly rous license-holdena enjoy, although tarif fe aculd be
used to attain this objectie =are directly. Finally, 'nultaac* apliations'
for icense* by would-be importers may be minimied by carging a fee
partly related to the value of imports - for license applications.

2. Improving Xxmwrt Pronotion

There is little doubt that export prton efforts, including the
operation of CEPEX wnd the ameuitatiou of export promotion measures,leave
much to be desired In Tunsiaa. I do not see., however, that improvig the
export promotion schee wmald notesitote the aollection of information on
exporting firms described under (A). The results of this costly exercise
would soon become outdated as new exporters emerge and product composition
changes.

At the *ame time, it would be Important to obtain information from a
sample of firs on the effectiveness of the export promotion scheme presently
in of fet and to have their reconzAkton for possible future changes. As
to the latter, the experience of other countries would also need'to be
reviewod. Finally, it would be useful if the study encompassed the
instituton of en export promotion measures, including the establishment of
private trading firms and export credit insurance, I have proposed in my
recent advisory report.

ect Hssrs. Fernandes, Vaurs, Mg2

B~alassatn



The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A Telephone: (202) 477-1234 * Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un s~minaire organisd conjointement 
par l'Institut

francais des relations internationales et 
la Banque mondiale, qui se tiendra A

Paris le 14 mai. J'arriverai A Paris deux jours plus t8t pour me renseigner

sur la politique Aconomique frangaise actuelle.

J'aimerais pouvoir m'entretenir avec vous sur ce sujet pendant mon 
sdjour

A Paris. Puis-je vous inviter A d4jeuner le 12 ou le 13 mai? Mme Ponchon, du

Bureau parisien de la Banque mondiale, vous tdldphonera 
pour arranger un

rendez-vous A votre convenance.

En attendant le plaisir de vous voir, je vous prie d'agrder, cher ami, mes

salutations les plus cordiales.

Bela Balassa

Monsieur E. Malinvaud
Directeur gdneral
Institut national de la statistique et

des 6tudes 4conomiques (INSEE)

18, Boulevard Adolphe Pinards

9bme dtage
Paris (France)



The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. Telephone: (202) 477-1234 * Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un seminaire organisg conjointement par l'Institut

frangais des relations internationales et la Banque mondiale, qui se tiendra A

Paris le 14 mai. J'arriverai A Paris deux jours plus t8t pour me renseigner

sur la politique 4conomique frangaise actuelle.

J'aimerais pouvoir m'entretenir avec vous sur ce sujet pendant mon sdjour

h Paris. Mme Ponchon, du Bureau parisien de la Banque mondiale, vous 
t6ld-

phonera pour arranger un rendez-vous A votre convenance.

Je vous prie d'agrder, cher ami, mes salutations les plus 
cordiales.

Bela Balassa

Monsieur Jacques Attali

Conseiller sp4cial aupr-s du President

de la Rdpublique

Palais de l'Elysde
55, rue du Faubourg Saint-Honord

75008 Paris (France)



The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. * Telephone: (202) 477-1234 * Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un s~minaire organisi conjointement par l'Institut
frangais des relations internationales et la Banque mondiale, qui se tiendra A
Paris le 14 mai. J'arriverai A Paris deux jours plus tat pour me renseigner
sur la politique dconomique frangaise actuelle.

J'aimerais pouvoir m'entretenir avec vous sur ce sujet pendant mon sdjour
h Paris. Mme Ponchon, du Bureau parisien de la Banque mondiale, vous td1d-
phonera pour arranger un rendez-vous A votre convenance.

Je vous prie d'agrder, cher ami, mes salutations les plus cordiales.

Bela Balassa

Monsieur Pierre-Henri Cassou
Ministare de l'dconomie
93, rue de Rivoli
75056 Paris (France)



The World Bank 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. * Telephone: (202) 477-1234 * Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un s~minaire organisd conjointement par l'Institut

frangais des relations internationales et la Banque mondiale, qui se tiendra A

Paris le 14 mai. J'arriverai A Paris deux jours plus t3t pour me renseigner

sur la politique &conomique frangaise actuelle.

J'aimerais pouvoir m'entretenir avec vous sur ce sujet pendant mon s4jour

A Paris. Mme Ponchon, du Bureau parisien de la Banque mondiale, vous teld-

phonera pour arranger un rendez-vous A votre convenance.

Je vous prie d'agrder, cher ami, mes salutations les plus cordiales.

Bela Balassa

Monsieur Serge Christophe Kolm

20, rue Henri Heine
75116 Paris (France)



The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. Telephone: (202) 477-1234 * Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un sdminaire organisd conjointement par 1'Institut
frangais des relations internationales et la Banque mondiale, qui se tiendra A
Paris le 14 mai. J'arriverai A Paris deux jours plus t8t pour me renseigner
sur la politique dconomique frangaise actuelle.

J'aimerais pouvoir m'entretenir avec vous sur ce sujet pendant mon sdjour
A Paris. Mme Ponchon, du Bureau parisien de la Banque mondiale, vous td1d-
phonera pour arranger un rendez-vous A votre convenance.

Je vous prie d'agrger, cher ami, mes salutations les plus cordiales.

Bela Balassa

Monsieur Pierre Uri
Institut Atlantique
120, rue de Longchamp
75116 Paris (France)



Messrs. Sherman Robinson, DED and Michel Noel, YP April 23, 1982.

Bels Balassa, DED

A omput! ble-GeoneralA quilibrium Moel for the Ivagy Coast

1. I have no problem with the idea of doing moelling work on the Ivory
Coast. I am not entirely clear, however, what policy alternatives would be
investigated by the se of the proposed moels. In particular, I do nt see
what trade policy options would be exmned=. An noted below, the same commet
applies to educatlonal policy.

2. As regards the models to be estimated, there is little need to
provide a description of the CGE model, which has found several applications
in the Bank* The structuire of the proposed macreonemetric moel neae
explanation, however; this in a new area for the Bak and a single reference
to the model will not suffice. Furthermore, one Is very much in the dark as
to how the two models wil be combined.

3. A final point, A price andogenous model for the Ivry Cast was
estimated some years ago by Louis Gora. A distinguishing feature of the
model was an explicit treatment of eduction qa an enm activity. Aprt
from making reference to Goremssf model, it would be desirable to review It in
order to generate insights into the issues to be investigated ad the methods
to be applied.

BBalassainc
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The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. Telephone: (202) 477-1234 . Cables: INTBAFRAD

Le 23 avril 1982

Cher ami

Je dois assister A un s~minaire organit conjointement par l"Institut

frangais des relations internatioflaleS et la Banque mondiale, qui se tiendra A

Paris le 14 mai. J'arriverai A Paris deux jours plus tt 
pour me renseigner

sur la politique 6conomique frangaise actuelle.

J'aimerais pouvoir m'entretenir 
avec vous sur ce sujet pendant mon sejour

I Paris. Mme Ponchon, du Bureau parisien de la Banque mondiale, vous

phonera pour arranger un rendez-vous 
A votre convenance.

Je vous prie d'agrder, cher ami, 
mes salutations les plus cordiales.

Bela Ba sa

Monsieur Paul Mentre de Loye'

Inspection g6ndrale des finances

MinistZre des finances et de l'dconomie

93, rue de Rivoli

75056 Paris (France)



tMs. U1aft Pasntum, parts Of fe* April 23, 1982.

Paris Visit

I ealosae cois of ietters I sent to people ft Pars with the
retpest tat you cotc tbow for setting up illatings for as an Nay 12
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Moore. / een, W o" Ar 2, 2

4a fta4lw reform on May 104. I swgeoo a vm of ap an t *
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The Fmngavima B--"a ama, Rmeaft"e Paper No. 5%tat
povlidss background uagfttal

Bftlassane

Enlanosed: Refrming the New Eonomic Mechansm in H ngar



2134 Woming Avenue N.W.
W~higto, D.C. 20008

Apil 23, 1982.

Fi-nng & Foeceetor
Aummetres, Inc.
30 Rockefelle PlAm
New York, N.Y. 1000

Ias wt totoyu on April 2nd amellng my subesitiona and
requ~tbtg ta * refud baea se to a. I have not yet recofton the

reun bt in the mo ~e, the aM Api sses marrived. 1,would
be glad to return thi tast once sy efund orrves.

Your# truly,

Bela Dal"*&a
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Apri 23$, 1"02.

Dr. Jorge Cau"

Beak of Santiago

Chle

I r*gt tO MWy tAt I Will Uot MUBa tO Cil OVISIgAally
pismmod. Ne. amseow *o s to pomtpmna my vit unti -coe Nv~r
Bubeenetl, Vitzost10sb Cofo Vka with Mer. 40 Is Owafta vh* "Ide that he
badt wt re"o a tpepmenmt and that bo wwuld set In towt~h with at.
This has not happmse, and tbwa I have had to postpoe my etp.

I~ ~~si unertm wm h *e thaganse or in te off iig in thke
9 4 Omwne tasgeMe ake pbla vo| eAnn parbaps r*U*M apfta th
qmew of my vialt.

Ywars sarely,
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April 23, 1982.

Professor Rendrik Houthakker
Department of menwmics
209 Littouer Centre
Uarvard University
Cambridge, Masachusetts 02138

Dear Hank,

Shiro Rusfihara wrote his disertatIon, frem which this paper has been
derived, under my and Carl Christ's superv-1sion. e both think very highly of
the dissertotlon and would like t* see the wajor resuls publisbad. At the
amm time, I believe that the paper would neod considerable revision before
publication. Suggested chavges ari* Indicated in the selosure. Let s *4
further that the paper could use *e editing

It was good to see you in enmbridge.

TOUVG 61teesely,

Enclosures Bela W iasa



MACROECONMIC EFFECTS OF HIGHER OIL PRICES

ON THE JAdPAS ECOVOrt

For the purpose at had, it would suffice to indicate the general

character of the macroaconandc %el vfthout reproducing the set of equations

of Table 1. Correspondingly, the full list of variables would not have to be

provided.

There is need, however, to indicate the rationale for the choice of the

policy reaction functions and to show the equation forma actually utiized.

Also, the five dynmicd simulationsi should be desdribed in the text rather than

in a footnote In a table.
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Bea Wenas*&,naen DRD sAg

A relative of uino, Wr. E. d* Stathl wrote toe rsaerdin te,
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Enclosed: The Adjustmnt Experience of Developing Economites after 1973

2 copies sent to Wiiamson
1 copy to Dornbusch
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/4WA INSTITUTO DE PLANEJAMENTO ECONOMICO E SOCIAL

Rio de Janeiro, March 31, 1982

Prof. Bela Balassa

The World Bank
1818 H Street, N.W.
Washington, D.C. 20433
U.S.A.

Dear Prof. Balassa,

Thank you for your letter of February 22, 1982. Of course you have

our permission to include in the Bank's Reprint Series the Portuguese edition

of ya paper "The Newly-Industrializing Countries After the Oil Crisis" that

appeared in Pesquisa e Planejamento Economico (April 1981). I would only ask

for a footnote stating this fact.

Yours sincerely,

Pedro Sampaio Malan

PSM/dpa.

Pedro Sampaio Malan
IPEA/INPES
Caixa Postal 2672
20001 - Rio de Janeiro, RJ
BRASIL.
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M. Jaanta Roy, RM2 April 20, 1992

Bela Balaoos,, DRD

Report onE111neering.1ndustries

1. As far as content is concerned, mr. Sethi has done an excellent job
in revis and extending the report an engineering induasris in Turkey. The
report should be very useful for the goerntmuat and provide a point of
departure for future Bank work on those industries.

2. Hoinvar, the quality Of the witing loaves much to bedsie. Jus
as in the as* of the reorta mni ' and mieral-based chold~als no effort
has been ads at editng. Again, I hadO no choice but to perfoxm tis task
myself. Given the wM ei chanes I had to ake, caareu chcU fet
corrections will be required before the eport in widely distributed.

3. The text and annex tables *Is* need to be checkse Aong others, the
references contain a mmtber ef error*. For exaple, the first table on p. 3
akes reference to annee I and 3, neither of which contan constant price
data.

4. The two Imdustry report, toetheru with the annex a frut and
vegetabl. proces.ng,.houl b. disribted..a . a .inge ...teh ovs annex to
the grwy-cover repot, To do this, it will U ecssar**y to standardize

headngs subhadings, table nuamerig, ftneta, etc. in the three Ianusty
reports. Als, they should be numbered within the annex and their paragraph
numbers adjusted eaodigly.

ccMessrsot. Dubey, EHNVP; Chaffey, EM2; Sethi, IPD

BBalassarnc



Mr. James Chaffey, EM2 April 19, 1982

Bela Balassa, DRD

TURKEY - Y82 CEM Pre-Mission Issues Paper

1. The revised Issues Paper correctly states the principal questions to

be addressed by the mission in regard to the private sector. I would like to

add a few items to the list including the extent of capacity utilization and

the potential usefulness of existing capacities for export; the quality

requirements of exporting to the Middle East and to Western Europe; and the

problems resulting from the lack of possibility for private firms to discharge

workers.

2. Also, more emphasis asoud be given to the implications for the

private sector of deisions taken in the public sector. This would inlude a

cons:;deration of the changing share of the public sector in GP and in

financial markets as well as an indication of the effects of increases in SEE

prices, in taxes on corporate and unincorporated business, and in arrears by

the SEEs on the private sector. In fact, a flow of funds-type analysis of the

interrelationships between the private and the public sectors is long overdue.

3. In turn, one should de-emphasize the proposed "synthesizing" of the

analysis and the policy recommendations contained in earlier reports. These

have been studied ad nausea and, in the absence of new analysis, repeating

policy recommendations may prove to be counterproductive. The t:ime of the

mission would be better spent in providing new -information and analysis in

both the private and the public sectors.

cc: Messrs. Bart, EM2; Chaff4W EM2; Dubey, EMNVP; Asfour, EM2; Hume, EMP;

Gregory, 112; Roy, EM2;- Ms. Saito EM2

BBalassa:nc
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Boxf L PAGE TEST NUMBER
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OF 71 [1991] [LT TIY] LU l L

STAFiT 1-- -
2 HEPE ~O ~~ ~~ 12W------___To MR. J. SALGIEIRO, MINISTER FI ANCE 8 PLANNINGi
CITYCOUNTRY LISBON, PORTUGAL

I ACCEPT WITH PLEASURE YOUR INVITATION TO VISIT LI DON FOR POLICY

DISCUSSIONS. I AM ARlIVIf4G ON APRIL 26TH, MONDAY AT 7:00 A.M.

ON TAP 311. IN ORDER TO UTILIZE ALL AVAILABLE TIME, I WOULD LIKE

TO HAVE A FULL DAY OFMMEETINGS STARTING IMMEDIATELY ON MY ARRIVAL

8 ON MONDAY MORNING. MR. RODRIGO GUIMARAES WILL CAB LE YOU A LIST

OF PEOPLE I WOULD LIKE TO MEET OUTSIDE YOUR MINISTRY. BEST
10 REGARDS, BELA BALASSA.

11

12

13

14

15

16

17

18

19

20

21 END
OF

22 TEXT
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1. BeFllowing our discussion, we hamm measurmed the al area in0%&
Selowsky's offie and in miha. Whitle Mearelo has 428 inhes of unable
space, I have 527 inches that are fully uti19td. It woul notE be4i
possible therefore to fit my bookshelf and other effects itog Msaceo'

2. We have raised tho po*si011ity of adding one.4holf of the
next office to mine, 1Atth the other half being used by a vatearch assistant.
Jack Lowther gAll- me that this vaeld nost leave modugh space for an assistant.
laaccordingly raqviast &Ulu$s the entire offie next door to mine.

3. The suggested arrangemnt would permit placing all ay book amses
as wall as my furnture. As-egards the latter, I vould ike to add thate
I have Incessintgly held meetings with opeatioaln staf ( in sty of fiea. TU
the last fe moth, I have hs.stWwth 3-4 piarticipauts up tio tha,
Division Chief leel on xrtl ft.le Morocco, Tmis, and Turkey.
These mst s m eaed I operational *ad poicy support I hae
provided tbeRaggens. A matig is schle In my office for nent
Mmtday on Mauritius whee my help is being asked.

4. Given my "0" level status, tho Admiis*t*v- Sorvices Departmnt
has never raised pobl~aw ta egard to the six* of my off Ic*. Wile, qiger
the suggested arragemant myoffice would4 be aewshat larger (357 sq. test)
than the Prseut. mse (291 sq. feet) it would be comparable to 14molsky's
offie.e

Av



WORLr \NK / INTERNATIONAL FINANCE CORPORATIC"

OFFICE MEMORANDUM
TO: Mr. Ardy Stoutjesdijk DATE: April 16, 1982

FROM: B. Balass

SUBJECT: Space Allocation

1. Following our discussion, we have measured the wall area in
Selowsky's office and in mine. While Marcelo has 428 inches of usable
space, I have 527 inches that are fully utilized. It would not be
possible therefore to fit my bookshelfs and other effects into Marcelo's
office.

2. We have raised the possibility of adding one-half of the
next office to mine, 4lth the other half being used by a research assistant.
Jack Lowther tells me that this would not leave enough space for an assistant.
I accordingly request adding the entire office next door to mine.

3. The suggested arrangement would permit placing all my book cases
as well as my furniture. As regards the latter, I would like to add that
I have increasingly held meetings with operational staff in my office. In
the last few months, I have had meetings with 3-4 participants up to the
Division Chief level on Brazil, Mexico, Morocco, Tunisia, and Turkey.
These meetings have related to the operational and policy support I have
provided tothe Regions. A meeting is scheduled in my office for next
Monday on Mauritius where my help is being asked.

4. Given my "0" level status, the Administrative Services Department
has never raised problems in regard to the size of my office. While, under
the suggested arrangement my office would be somewhat larger (357 sq. feet)
than the present one (291 sq. feet) it would be comparable to Kavalsky's
office.

BB/vec
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TURKEY: Mining & Mineral Based Chemicals Industry

Comments on Tables

Table A.3.1 Eliminate decimals.

Table A.3.2 Eliminate decimals and small differences compared with

Table A.3.1. The last column should have the heading
"1980" rather than "1976". Under all headings replace

"tons" with "thousand tons".

Table A.3.3 Figures conflict with those of Table A.3.4. In view of

overlapping between the two tables, delete Table A.3.3.

Table A.3.4 Retain one decimal only.

Table A.3.5 Use one decimal for tonnage. Delete decimals from

dollar value of exports.

Table A.3.6 Delete decimals from exports to Pakistan.

Table A.3.7 Use one decimal.

Table A.3.8 Eliminate decimals; explain meaning of "tpy".

Table A.3.9 Explain meaning of "tpa".

Table A.3.10 Explain asterix. Eliminate 4th to 6th lines.

Table A.3.11 Give full reference to TSKB Study.

Table A.3.12 In deriving capacity shortage based on 1979 capacity,

capacity existing in that year (shown in first column)
should be deducted from the demand estimates, multiplied

by 1.25, that are presently shown in the third column

under the title "Capacity Shortage Based on 1979".

Also, the fifth column should be checked for errors and

decimals eliminated throughout the table. Data missing

for sodium perborate.

Table A.3.13 Eliminate discrepancies between estimated demand in 1983

in Table A.3.12 and the sum of production and imports in

Table A.3.13. Also eliminate all decimals from the table.

Table A.3.14 Delete decimals

Table A.3.15 Meaning of B203 is not clear.



- 2 -

TURKEY: Mining & Mineral Based Chemicals Industry

Table A.3.25 The demand projections in this table bear no resemblance
to those in Table A.3.12. Retain only projections for
ti&kal and eolemanite that are not included in the earlier
table.

Table A.3.26 & 27 Combine with table 3.25

Table A.3.28 Express quantities in thousand tons. Use one decimal
for percentage shown.

Table A.3.32 Arrange in same way as Table A.3.20.

Table A.3.33 Arrange in same way as Table A.3.21.

Table A.3.34 Use one decimal.

Table A.3.42-48 Use one decimal.

BB/nks
April 13/82
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FOR TRANSLATION INTO FRENCH

Dear Sir:

Thank you for your letter of March 29 inviting me to give

a lecture at the Centre des Hautes Etudes de l'Armement. I

would be happy to do so as I expect to be in Paris in the course

of December.

I wish to inform you that my own work has been on the

effects of developed countries on the Third World. I would,

therefore, plan to examine inter-relationships between the two

groups of countries, if this subject meets your needs.

Sincerely,

Bela Balassa

Centre Des Hautes Etudes de L'Armement
21, Place Joffre
75700 Paris, France



*onsieur,

Je vous remercie de votre lettre du 29 mars m'invitant
& prononcer une conference devant le Centre des hautes 6tudes de
l'armement. Ayant 1'intention de me rendre A Paris en d6cembre
prochain, j'accepte volontiers votre invitation.

Comme je m'intfresse beaucoup A l'impact des pays
dfveloppds sur la situation des pays du tiers monde, j'envisage
de traiter, si le sujet vous convient, des relations entre ces
deux groupes de pays.

Dans 1'attente de votre rfponse, je vous prie d'agrger,
Monsieur, l'expression de ma considgration distingude.

Bela Balassa

Centre des hautes 6tudes de l'armement
21, Place Joffre
75700 Paris (France)



FOR FRENCH TRANSLATION

My dear friend:

Thank you for your letter of March 23. I am glad to know

that work has progressed on the book.

I enclose the corrected proofs. I have made only very few

changes. Please have your secretary review the corrections in the

proofs.

My visit to Bordeaux remains a pleasant memory. Please

convey my best regards to your wife.

Sincerely,

Bela Balassa

Professor H. Bourguinat
Faculte des Sciences Economiques
Universite de Bordeaux
Avenue Leon Duguit
33604 Pessac, France



The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. * Telephone: (202) 477-1234 Cables: INTBAFRAD

Le 13 avril 1982

Cher ami,

Je vous remercie de votre lettre en date du 23 mars et

suis heureux d'apprendre que l'ouvrage devant paraitre chez Economica

est en bonne voie.

Je vous retourne ci-joint les 6preuves, auxquelles je n'ai

apporti que de tres 16gares modifications; je vous saurais gr& de

bien vouloir demander A votre secr6taire de les relire.

Sachez que j'6voque toujours avec grand plaisir mon s&jour

1 Bordeaux, A 1'agriment duquel vous avez contribu6 pour beaucoup.

Je vous prie de transmettre A votre femme mon respectueux

souvenir et vous adresse, Cher- ami, mes tras sincares salutations.

Bela Balassa

Monsieur H. Bourguinat
Professeur
Facult6 des sciences fconomiques
Universit6 de Bordeaux
Avenue Lgon Duguit
33604 Pessac (France)



April 12, 1982

Dear Henry:

To prepare you for your trip to Budapest. I encloso a copy
of my reenta paper "Reform0n te Now aScosno uMehaim in HMgary".
You will see tbmy vfies on thoemag rate issue are quite
diffeen tai from hoa o este.

I furtber enclose "A Short Guide to Rostaurnts In Budapst"
vhih I wrote eight yeavisgo,. Tbarie bove bow ew ehiines sieta.
1, part 2emwad the fi twesaurans on he lit.
You may allw wi~sh to ry oz, t to ea to the donow oes
and it is on* of myi fmvrittes.

Bela Salsa

Governor Henry C. Wallieb
Board of Goerenors of the Feala Rnesre System
Consttuton MAnue& 20th Sret, N. W.
Wahington, D.C. 20551
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WORLD E / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DRD Professional Staff April 8, 1982

Bela Balassa, DRD

Reprint Series

Please send me any papers you wish to suggest for the Reprint Series
in 15 copies by April 16th. I also need a short paragraph on the contributions
of the paper to literature and its relevance for the Bank. Papers accepted for
publication, but not yet published, should be provided in mimeograph form.

BBalassa:nc



WORLD B6 INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DRD Senior Staff April 8, 1982

Bela Balassa, DR

Book Review

The enclosed review of my book The Newly Industrialising Countries
in the World Economy in the Bulletin of the Institute of Development Studies
of the University of Sussex may be of interest to you.

Enclosure
BBalassa:nc



WORLD B / / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. Richard L. Berney, EGY DI DATE: April 5, 1982

FROM: Bela Balassa, DRD\\

SUBJECT:
TURKEY - Energy Assessment Report

1. This is in answer to your request for comments on the pricing of
energy products in Turkey (first part of Chapter III of the captioned
report). Mr. D. C. Rao has also asked my views on the subject. I am sending
copies of my reply to him as well as to those immediately concerned with the
issue in EMENA.

2. I may begin by citing my paper, "Structural Adjustment Policies in
Developing Economies" World Development, January 1982 (originally distributed
as World Bank Staff Working Paper No. 464) on the subject: "Apart from
adjusting domestic energy prices to world market prices, an additional tax
should be imposed on energy to the extent that the shadow price of foreign
exchange exceeds the actual exchange rate. This will be the case even if the

balance of payments is in equilibrium as long as there is import protection
(export subsidization). In this event, the shadow exchange rate will equal
the weighted average of 'commodity exchange rates,' which are defined as the
actual exchange rate augmented by import tariffs or export subsidies." (p.
30).

3. Following the depreciation of the lira in real terms during the
second half of 1981, it can be assumed that Turkey's actual exchange rate
equilibrates the balance of payments, given the various import protection and
export subsidy measures applied. However, the existence of these measures
raises the shadow exchange rate above the actual exchange rate to a
considerable extent. While recent estimates of the shadow exchange rate are

not available, indications of possible magnitudes can be given.

4. As shown in Turkey: Industrialization and Trade Strategy (ITS), the
average nominal tariff is 53 percent on general imports and 44 percent on
imports from the European Common Market (Vol. II, Table 2.18). In view of the

importance of the EEC in Turkish imports, the latter figure may be retained
for further discussion. At the same time, this figure does not reflect the
scarcity margin of foreign exchange associated with quantitative import
restrictions, which are widespread in Turkey. In a small sample of

commodities, implicit tariffs, defined as the percentage excess of domestic
over cif import prices were found to exceed nominal tariffs by varying margins

(Table 2.23). Such is not the case, however, for a number of intermediate

products produced by the state economic enterprises. In fact, in some

instances, domestic prices are below the cif import price (Table 6.4).

5. The results point to the fact that implicit tariffs may exceed, or
fall short of, nominal tariffs, depending on the scarcity premium of foreign

exchange and on the existence of "water" in the tariff. Estimates of implicit
tariffs will be available in a few months in the framework of the protection

study carried out in Turkey. Until then, one may assume that implicit

tariffs, on the whole, exceed nominal tariffs and take an average of 55-60

percent as a point of departure.
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6. The report raises the possibility of setting petroleum prices by

adding average effective protection rates in the manufacturing sector to the

world market price (Para. 3.07). Effective rates do not provide an

appropriate benchmark, however, for price setting. Also, the shadow exchange

rate has elements other than import protection in the manufacturing sector,

including export subsidies in this sector as well as protection rates in

agriculture. Thus, a 55-60 percent tax on oil would unduly penalize

manufactured exports and agricultural products that receive lower rates of

protection.

7. According to ITS, the average subsidy to manufactured exports is 11

percent in Turkey. In turn, in 1980, implicit protection rates for the major

agriculturai products ranged between -.26'percent (hazelnuts) and 32 percent

(olives), with positive protection rates shown for three out'of nine items, to

which three "outliers", rice (165 percent), sugarbeet (155 percent), and
sunflower (46 percent), should be added. In 1978, the last year for which a

complete set of data is available, the average protection of agricultural

products was 26 percent.

8. The shadow exchange rate was estimated to exceed the actual exchange

rate by 40 percent in 1978 (ITS, Vol. III, A 1.13). Choosing this figure as a

point of departure, and taking account of subsequent reductions of protection

rates in industry as well as in agriculture, one may suggest making a 30-35

percent adjustment in the exchange rate for purposes of pricing petroleum and

its products (i.e. setting energy taxes at 30-35 percent).

9. I would not favor further adjustment in petroleum prices on the

grounds suggested in the report that rapid increase in energy consumption

would lead to a deterioration of Turkey's balance of payments, necessitating

changes in the (real) exchange rate (Annex 9), unless prices are sufficiently

raised. In fact, I would assume that a 30-35 percent increase in energy

prices would be sufficient to avoid such an eventuality.

cc: Messrs. Bart, EM2; Picciotto, EMP; Carmignani, EMP; Chaffey, WA2;
Reekie, EMP; Dubey, EMNVP; Asfour, EM2; Hume, EMP; Roy, EM2;

D.C. Rao, EGY; Chadenet; Please, SVPOP; Newbery, DRD

BBalassa:nc



Mr. Richard L. Uerney, EGY DI Apr U 5, 19 82

Bela Balsess, DRD

TMMn E Regy Assesment Report

1. This is in answer to your request for comments on the piin of
energy products in Turkey (first part of Chapter III of the captione
report)* Mr. D. C. Rao has als asked my views on the subject. I as sendincopies of my reply to him as vell as to thoe Imiately core wit teissue in EMENA.

2. 1 may begin by citing my paper, "Structural Adjustment Policese inDeveloping Eonomis" World Development, Janar 1982 (orgiay disribteas World Bank Staff Working Paper No. 464) an the subject. "Apart from
adjusting doesatic energy prices to world zorket pries, a addtioal taxshould be imposed on energy to the extent that the ahadow price of foreignexchange exceeds the actual exchage rae. This will be the came even if thebalance of Ppament is in equilibrium as 19"g as there is import protection
(eprt subsidization). In this event, the shadow exchange rate will equalthe weighted avers&* of 'commodity ehnge rates,' which are defined as theaual exchange rate augmntod'by Import tariffs or export subsidies."(p

3. Following the depreciation of the lira In real terms during thesecnd half of 1981 It can be assumed that Turkey's actual exchange rate
equilibrate the balance of payments, given the various import protection and
export sbsiudy measures applied. Hoever, the existence of the" e asuresraises the shadow exchange rate above the actual excharge rate to a
considerable extent. Whie ecent estimates of ,the shadow exchange rate arenot available, indications of possible magnitudes can be given.

4. As shown in Tur! ey: Industrialization and Trade Strategy (ITS), theaverage nominal tariff is 5 a on general importa ind Wd yewan onimports from the European C arket (Val. II, Table 2.48). in view of the
importane of the BBC in Turkish imports, the letter figure may be retained
for further discussion. At the smen time, this figure does not reflect thescarcity margin of foeign exchange associated wi th quantitative imorrestrictions, which ae widespread in Turkey. In a small sample of
commodities, implicit tariffs, defined as the percentage excess of desaticever cif import prices were found to exceed nominal tariffs by varying margins(Table 2.23)* gSh is not the csen however for a number of intermediate
products produced by the state oeauomic ontatprises. In fact, in some
instanes, destic prices are below the cif import prie (Table 6.4).

5. The-results point to the fact that implicit tarif may exceed, orfall short of, nominal tariffs. depending an the scarcity premium of foeignexchange and on the existene of "water" In the tariff. Sttiates of Implicit
tariffs will be available in a few months In the fremaerk of the protection
study carried out in Turkey. Until thou, one may assume tha imt
tariffs, on the whole, exceed nmnal tariffs and take an average of 55-60
percent as a point of departure.



6, The report esalts the possibility of settng petroeuma prices by
addtag average effective proecetion rates In th* manfacturing sector to the
world market prie (For^. 3.07). Xffeative rate* do not provide an
approprate benchmark, hoeer, for price setting. Also, the shadow exchange
rate has oleammt other than Import proection in the maafacturig setor,
including export subsidies In this sector as well as proecstion rates in
agriture. Thus, a 55-60 percenit tax on all would unduly penalize
manufactured exports and agricultural products that recsev lower rates of
protection.

7. According to ITS* the average subsidy to anufactured exports is 11
percent In Turkae In tam, Lit 1990, impltcit pratection votes for the ajor
agricultural producs anged between -.26 percent (hazoluuts) "n 32 percent
(olives), with positie protection rates samaa for thee out of nine itema, to
whiceb thre "outles"e vie (165 percent), sugarbat (155 perent), *ad
sunfloemr (" pece t),sould be added. In 1978, the last year for which a
cmpleate *at of daa miable, the average protection of agricultural
product# was 26 parcento

roul! by 401 pees i;17 (T, Vl , A 1.13). Choosing this figure as a
point of4pstre n akq actount of subseueut reductions of protection
res In laftst0 401i as wal&*I agritre, ame ay sug0oot aking a 30-35
pteent adjustent In the excange rate for purposes of pricing petroicum and
ts products U44e. setting energy taes at 30-3 perent).

9. 1 would not favor further #djustment in petrolem prices on the
grexM sesed ithe remaport that rapd Icrese in "orgsy consumption

vem1d Xead to a deamtriration ofTure' balace of payusnts, necestating
*bon$" I th (eal ozeb30avasa rae (Aunx 9), .nless prices are sufficiently

ratsed*In fact$ I wAI4 *aso that a N -35 percent increase in oes"g
pricsn would be nufftingl a to ov*1 such an eventualty.

ect Mesrs. Bart, XH2; Piccitto, MOt; Carsignani, snQ; Cbaffey, WA2;
lakeoke, OW;s Dubeyo DWP80; Asfaur, 1M2; Humw, E";9 Roy, EK2;
Da.e Rao, EG04 Cbadenet

Basmanc
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Thomas L. Hutcheson. LCP April 5, 1982

Bela Balassa, DRD

Andean GrEM

1. 1 agree with your evaluation of the results of regional Integration
in the framovork of the Andean Group as wall as with the recommendations made
for Its future reorientaton. In fact, thooe racespadations cloely conform
to the proposals I ade to the Junta in 1973 and in 1975. Thus, my cement&
on your meoare minor.

2. While you regard the Andean Group as an expression of a subragional
import-substituting in4ustrlallsatlon estesy, on my viits to Lma I found
considerable sympathy at the Junta for my ideas for greater outward
orientation. Xa fact, the gidelian prepared by the Junta for the comon
external tariff Incorporated several of my aeommndotious and their
implemntation would have represeatod a far-reachia ng foa of the protection
policies of individual member countrtes. I prease, hoevrer, that the outcome
was a politial compromise.

3. One of my recendtias accepted by the Junta was to set isport
tariffs so s to equalize efetive, rather tnhan nominal, protection rates.
As long as untamd primary Inputs are use In mamufacturltg, this would not
Imply unifom tariffs ocos-te-ordo

4. Furthermore, in the evaluation of the results, note should be taken
of the effects of reductions In itros-or"s trade barriers (the maquallfied use
of the word "liboralizatiest"t hardly appropriate) an *xtra-area exports. in
turn, tb* proposed export subsidies ay encounter etalation on the part of
the Industrial countries, In particular tb* United States, On* would than
have to consider alteatvetu eobahtmas of the exehange mate, import tariffs
and "xport subsidies that have similar effecs. On this paoint, sea my "Export
Subsidies In Developing Counam p Issues of Policy" (World Bank Reprint No.
55) written jointly with Kichk 1 Sharpso.

cc: Mesers. Rager, LCPj Cook, LCP; Baskind, LCP; Levy, LC2; Moo, LCI;
Nowicki, LC1; Rogart LCP

Uaalassainc



Mr. Brendan Horton le 5 avril 1982

Etues du Sectu To0atti et Cuir

1. Gestte 6tude prfisente la rsultats do calculs, our lea incitations et
our U0 cout fienonm dos productions done lea indutries du textile et du
cuir do faen instructie# Lea comeaires qui suivtnt ont comma but de
carifier et Voatliorer la vAbadoelogio ainsi qua Is text*.

Le athdom g dos caluss

2. On davrait oeparer Is description de la methodologie de cello des
reaultats quanattatifs6 Ntanwmins, an d4erient la afithodologlo, il sorait
souhaitable d'utiliser exeple (Le as de Is filatue pourrait y servir).
Il serait saso ueaib de priparer un Slossire des definitions et des
abbr~viations.

3. Done le alcul@ du cefficlout do protection effective (CFE), on
n'utille s lavaleur ajoutee indirecte que pour lea inputs non

ce raiase MAisi, on ne pout pas dire que c'est "la valeur ajout6e
directs et indiete quit at apprehendie ici" (p. 7).

4. L~e cefficient do subvention effective (CSE) tient compte des
incitationa** oanet noni douanieres (p. 12). Ausel, le alcul du CSE
devrait etro fait a partir des nms*e oprimant la situation an V'abaane do
subventions. n pariculier le taux normal de Is taxation direete do
V'activit4 sous form# do tax* uerbaine, do V'iapot our les patentes etc, des
impos o nteaus dons I"]1 itc s no cowmrais~ablus et lea amoseens ,
ainsi quo V'15P noament du par la sociftht en V'absence do touts ssure do
promotion, no devroiont pas etre considires towne des subventions n~gatives.
Dana le se do la preaierse socift& do Is filature, lea subventions, nettes
o'614veront ainsi a 42.000 diho et Is CSE sera ligtrewmet superieur &u E
de 12.5%. Par ailies, le C*devrait ere calculk pour Is uatesh6 ittrieur
ainsi que pour le march6 extifrieur.

5. Le mode de calcul des prix de refkrence do la ai d'oeuvre, du
capital, ot esa d4iviss dewait etr expliquk. En particul4-o, il faudrait
expliquer dans qese esure on a spark la main d'euvre qualifiea do la main
d'ouveire no--alifiW~e. Cette odparation semble ote indtqmes par le fait que
le salaire moyoen 4e refirene eat do 8.56 DR pour le premiere dstkt et de
12.74 DH pour Is dtuxlews (pp. 21-22).

6. 11 faut clarifier lea 6lemeuts qui Influencent la productivit& du
capital* La protection augment* Is rentabilit6 du capital aux prix int~rieurs

mea pas la produetivit4 du capital* Ausal, on doit invster our Is fait que
Is productivitk du capiital, aisi que calls du travail, sont influenes par
Is rapport capital/travail dane V'entreprise.



7. Pourquoi a-t-on trait& sur ordinateur soulement doux des sept
socitte &Uxquelles lox questonnaire Out 6t6 SUVOY68? Lee socie6e
fabriqent des filfs acriliques at texturfis prfisentent ausai uu intiret pour
11'itude.

8. Le calcul du coefficient de protection sominsle (CPN) paur lea filfis
do coton devrait etre clarifi6. IA phrse, "on ce qui concern* la produits
vendus an admission temporaire our Is sarchk intfiriour, Ian eamparaisons do
prix ont 6t6 effectue a travero use coaroloo direct& des prix des
produits loaux et des pris aimilairs importfis par des cenats exportateurs"
n'indique pan e qui a &tA fait. AuseA , lea CPN, CPE, et CSE dowralent &Voir
trois decimales dave lea tableaux et dsU'x decimales dans le texte. 11 faut
ajouter qua le CN global pour Is deuxiewa scist ot de 1.04 on lieu de 1.40
(P. 10).

9. Tous lea calcule devraient otre fait# our Is base de I& vm&a anfis
On no pout pas introduiro des digeacae ds lee reoultats dues
exclusivement aux chanements des taux do I* TS at du timbre douanior.

10. On so demnda at, pour Is deuxiome socitit, le warch& interieur et
"annex bien protfio" (p. 12). Le CP1 do 1.20 pourrait etra Inferieur ou taux
de chang* do rtArse, Le taux chaisi devralt etre LudiquA done le toxte.
En meetemps, on ne peut ps parlor du "tanfert de proectiou!' (p. 13).

Filature Tiseso

11. On devralt pouvoir obtonir des prix pour lee articles du premler
choix our It march6 interieur* Amosi, Is phrase, "on moyeane. i eat *pparu
une majoration de 3 a 5% des 0'Ns, avec copeadant I& majorit6 se trouvant
entre 1.13 at 1.19" (p. 28), dovrait etre clarifi~e. D silourat es csacul
u'aboutissent pas au rfisultat cit6 d'un CPN de 1.20, at lee socikkes elles-
memos suggerent un iart des prix allant de 0 a 25Z" (p. 28). D'autre part,

pourquoi choisir un CPN de 1.42 r lea pieces detachfies ou Is fourchatts du
prix va do 1.42 a 2.62? " (p. 32w

12. Le calcul de la valour do l'amortiesement aefifir4 pour I**
entreprises devralt ete cariefit. On no pout pao dire qua quo "aa valeur.
pour une ontreprise qui I* pratiquo done une &nn~s dounbo eat &sale au moins a
I& valeur actuallee des 6conomiss banairou &asie Aanomisfes" (p. 36). 11
faut plutot calculer Ua difffirence anamelle entre lee Int~rts pays sae, at
avec, l'amortiesewn &ccselbrk.

M3 11 va de soi quo, at la RZC global set supfirieure a 12%, 1& REC
direct V'est assi. En mes tems, on devrait parlor ds la rentabilit6
6conamique du capital direct au lieu do Is rontabilitt du capital tout court

(p. 38). Aussi, il faut soulignor que la productivit& des factoure calculte
dans le tableau 5 eat influence par le rapport capital/travail daus Is
firm*. D'autre part, e apport eat sa grand* partie dfitormn6 per I*
caractere Aconamique de I'activit& elle-meme.
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14, Le texte not V'aant our la productivitt du capitia qui ne pout pas
stre 6valuto par rapport a una nor=s. Coci eat particulieremnt clair done le
s de la fimne qui louo son usine (p. 49).

15. C'ext 4camsne qu'on n'a pas retenu dans l'ehantilon I** soctto
vandant des vetwoants at do*emisesa our le arch& itirlur. Coci 6taut le

eas, I'6chanetlns W'ent p"i reprAsontati 4e I& branche. D'autre part, L1
fat wmllAgaer I'affet defavorable do V'achat local des input* pour Ion
exportations.

16. Comma 11 a fitt indiquk ci-haut, on no pout pan comparer I&
productivitk du travail done lea branebast tello* que In cetiont at I&
fia14te tionage; (p. 57), ou lea rapport* capitaltravail sent tree

difrs. Aussi, Is productiviti tres 6lev6e du facteur capital 4&no Is
confection eat due au fait quo cette branch* Industrielle eat tres peu

espitaltque. Finao t, le nivasu tre ban do* slaires eat expiqU par
Is fait qua I& beaue ise an gande partio Is main d*eunve non-

Ghussuries

17.Pa8 d e ometaire.

.osrastioe Sgoaes

M0 Comma 11 a 601 lndiqu6 done leas trctiotns, l'analyso des rmoltate
par sovs-estaur dovmlit atre prAcs&*6 d'une description de caataristiquas
Sgnfiralea du secteur at suivie d'une analyse camparse do* ansseateurs. Le

description du ecteur exige aussi mne comparalson. des firms do I*&chautellon
a Is branche done son ensemble. Pour I'anslyse comparea des **us-secteus, il
faut un tableau qui inclurait lea ftdicateurs d'incitations at de rentabiltS

Acemnique.

19. Dane l'eaayse do la Ireutabilitfi fionamique, V'accent devrait atre
=in our le cout liconanque rwel dos devises, qui devralt etre compor6 avac lie
indicateurs d'incitations ficononiques. Daa ja asmr* o Is a tabilitk
Anonmique du captala oat utiliveo, c'eat la PJKC Slobale qui exprim la

restabilitfi de la gpducstion et, pour des rass lndiqueos ci-dessus, la
productivit6 du cAlpitol et calls du travail n'out pas une signification
4conmique. Ainsi, Is REC ne peut pas stre considsr&* coom 6tant le resultat
du rapport de Is productiviti du capital at walairoo our lo. valeur ajout&e (p.
58).

cc: Messrs. Michael Carter, Bonnel, Ettori and Ms. Guerard



April 5, 1982

Mer. Tong Welaso
President
Rawtai Univesity
Weij:La Road%&TnA

I was S1*4 to learn from your 1*tter of March 10th that you plan to ame
to the United States in ay Ir wouald like to invite you to visit the Bank on

th occaela of ymr trip* We would~dtray the extra expenses Ivwolved. In
th eent at the tinialB of you visit is flextie, I would like to sk that
you come in the frst ten days of May. I myself will depart on the llth for
France and China.

Apart fhavin dis cussions here, we would be very happy If you could
prsn a emnr.OouthisB be the case, please lot we know about possible

Ian sorr tha you agh not be In China at the tom I wil be there,
but I hoe that we ca meet In Washington.

With beat regards

Yours sinerely,

cc: Mr. B. B. King VP



N. le Professeur Raymond Barre
176 bd. St. Germain
75007 Paris
France

Monsieur le Professeur et Cher Ami:

I will be in Paris on May 13 and 14 for meetings. I would very

much like if I could see you and Mrs. Barre during my visit. I wonder

if I may invite you for dinner on May 13 or 14 in one of my favorite

restaurants. Should the evening not be convenient for you, I would suggest

lunch on May 13 instead.

Yours sincerely,

Bela Balassa



The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. * Telephone: (202) 477-1234 * Cables: INTBAFRAD

Le 2 avril 1982

Monsieur le Professeur et Cher ami,

Pravoyant d'-tre A Paris les 13 et 14 mai pour diverses
reunions, je serais tras heureux de pouvoir vous rencontrer ainsi que
votre femme. Puis-je vous inviter A diner, l'un ou 1'autre soir, ou
A dafaut A d6jeuner le 13, dans un de mes restaurants favoris?

En attendant votre r6ponse, je vous prie de croire, cher ami,
A-mes sentiments distinguas.

Bela Balassa

Monsieur le Professeur Raymond Barre
4-6, avenue Emile Acollas
75007 Paris (France)
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Enclosed: Reprint No. 59 Export 1 uctivs and Export Performance in Developing
Countries, A Comparative Analysis

No. 68 Exports and Ecoomic Growth: Further Evidence
Disequilibrium-Analysis for Developing Economies: An Overview of Issues
and Techniques - Dec. 23/81

Apri 2, 1982

Professor luftge Dornbusch
Department of Economics
uMasachuessettwn iue o Teht*L
Cambride, asachuset-ts 02138

Dear Rudi,

As promised, I enclose the data on unit valuos of anufacured goods
exported by the developed conties to the developing countries and vice
versa. It is apparent that the ehoz** I th t*=ms of tade t0eet 1970 and
1978 vas rather oall. At the sae ts, s shon, by ftovis and Lipsey
(Prices and Texa of Trade for Devalaod C$mtvsy Zxpot o t infoctured Goode,
paper presented at tb* Athos* Co-*um-- et Int sssssata aemlc
Association, September 1981), usit malus Leftes oeastoto the rste In the
prices of memo tured geoeoo is particular madhiersy, exported by the
developed countries. If appropriate odjustmenat to mae.n theire asy not have
been any change in the terms of trade at all.

I f urther enclose my "Diesquillbriva Aaes for, Deeloping leosmlenst
A Oervise o taoeue &ad UW que- that sumunrizies avalae m *v w n

the interest-slastiity of seavlq. But. to I rpatedly sred at th*
Conference$ ovearly bigh real Iteres rtes will haw aer#wse economic
,eets, mTi will be reflected an the sreed vesion of the paper that will
be sent to you next week.

perfoomme of outward-oriented economie In suon ing thde 1#4-73 external
shoca.a As noted In the paper tst cocAiot obtains for tbi* VW*0 mW the

loe developed countries sepaately,irrsectvet l of wheter ca ultow
group average& or exmine&a the relatihip btoon adjstment through export
pr omen and ecoamice growth*

WhtIl this result might hW"a cma is a surprise, given the exposur e .f
outward-oriented ezmie to the vitestudos of tho wogrld varlt it only
confirms the results obain" by myself and others fortheM precai~nS ported of
world expaaian. On the latter, "ae my esclojsod papers.

I regret not to have boon able to discuss these, and other, poins wi th
you at the Conference. I am aosfl4*nt that through such diseusios we could
have narrowe4 our differences.

Sinerealy,

5Elosures Bela slas"a



Unit Vales for Manfctre E Er ts_e (190 -100

to Revelepina Contes to D eel ed Countries

1970 100.0 100.0

1971 107.8 109.2

1972 118,7 120.6

1973 142,0 159.0

1974 176.0 176.2

1975 202.6 204.2

1976 204.3 109.2

1977 220.6 215.5

1978 261,6 237.0

SSITC 5+6+7+8-68. Tu the case of the developed countries, adjustment for
the exports of nonferrous mas could not be made. Those exports, however,
represent a small proportion of the total*

Soure: United Nations, "oet hyullstln of Statistics, various isses.
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFIGE MEMORANDUM
TO: Ms. M. Nishimizu and Mr. J. Page, DED DATE: April 2, 1982

FROM: Bela Balassa, DRC

SUBJECT: Infant Industry RPO

I thought that it may be useful to briefly note a few points

regarding your research proposal.

(a) In view of the speculative nature of external economies, more

emphasis should be given to market failures at the firm level, 
which involve

limitations on the ability of the firm to borrow or differences in the private

and the social evaluation of risk. At any rate, the evidence you will collect

in the first two phases of research is relevant for both forms of market

failures.

(b) Investment incentives and protection may be designed to offset

market failures at the firm level or to compensate for external economies.

Changes in the profitability of the firm with and without these 
incentives

should be indicated and the degree of permanence of the incentives examined.

While infant industry incentives are supposed to be temporary, they are often

maintained for long periods.

(c) Inter-country comparisons of total factor productivity need to

be made in terms of common prices. One possible alternative is to make

several sets of calculations each utilizing the prices of a different

country. This alternativehas the disadvantage, however, that it would involve

the use of protection-distorted prices in developing countries.

(d) An alternative procedure would entail using "world market"

prices for traded as well as for nontraded inputs. However, a developing

country with a low TFP at "world market" prices may still be competitive if

its labor costs are sufficiently low. Thus, in the case of nontraded inputs,

in particular labor, the country's own prices will be relevant. This, then,

leads one to estimate domestic resource cost ratios to express

competitiveness.

(e) Apart from pricing, intercountry comparisons of particular

activities encounter problems because of differences in plant size,

technology, and the quality of output and inputs. All these difficulties

suggest the desirability of making comparisons in 
physical terms for

homogenous products whenever possible. One can, then, obtain points on

isoquants representing different levels of output.

(f) Another problem that bedevils cross-section as well 
as time

series estimates of TFP is the existence of year-to-year variations in the

degree of capacity utilization. This is because some cost items are rising

proportionately, and others non-proportionately, with 
output. Apart from

overtime, in this connection reference needs to be-made to 
the concept of the

"user cost" of capital.

(g) A further question relates to the time span 
of the time-series

estimates. In order to ensure comparability, one should limit 
the time period



-2-

to the life of the plant; apart from the excess costs involved in the
transitional period of moving from one plant to another, a new plant will
generally employ a new technology. One should also avoid including in the
sample firms where substantial plant extensions occurred during the period of
observation.

(h) Finally, one should not promise too much; experience indicates
that at the time the research project is evaluated, the results will be
compared to what was originally promised. In particular, it should be
emphasized that the proposed project will be successful even if only the first
two phases provide numerical results. At the same time, one should be more
definite in stating data requirements. One should not use the expression that
"our strategy with respect to the price and quantity data is to specify a
Christmas wish list of the 'ideal' data set, and then do our best to
approximate it out in the field" (p. i). An alternative procedure is to state
minimum data requirements and to exclude from the sample firms that cannot
conform to these requirements.

cc: Recipients of draft proposal.

BBalassa:nc



April 2, 1982

Dr. Bela Csikos-Nagy
President
Hungarian Economic Association
1370 Budapest Pf. 544
Hungary

My dear friend;

My plans for the summer have ebangd somewhat and I would come to
Budapest In the fist week of August. I fear that this may confict with your
vacation, and the vacation of others, in vbieh case we way postpone the
seminar until Decembor.

I encloe my paper "Structural Adjustment Policies in Developirq
Countries" that may serve as a basis for the semnar. Needless to say, I
could introduee modifications if you wish me to treat some of the aubjects in
more detail.

In any event, you may wish to cosider my paper for publication in
Rw asM. For this eventuality I an sending a separate copy to Cyorgy Varga.

I further encloe the final version of my paper "Reforming the New
Hungarian Economic Mechanism*" Rezoo Nyerx told me that be would like to have
the paper published in Kozsdaseni Stmle.

Awaiting your reply, I remain

Sincerely yours,

Bela Ralassa

Enclosed: Structural Adjustment Policies in Developing Economies

Reforming the New Economic Mechanism in Hungary
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