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INTRODUCTICH

1. In resolution 925 {(X) of 9 December 1955,£/ the Generel Assembly requested
the Secretary-General "to invite the States Members of the United Nations and
members of the speclalized agencies in the econcmle and sccial sphere, to

transmlt te him, not later than 31 March 1956, their vlews, as delinitely as
possible, releting %o the establishment, rcle, structure and operations of a
Special United Natlons Fund for Zconomic TDevelopment, bearing in mind pertlcularly
the questlons enumerated In the annex attached hereto, in order that such views
and replies mey provide materlel for the statute of the Fund when 1t 1s deelded to
establish such a Fund". |

2. The Gemeral Assembly, by the same resolution, estseblished an Ad Hoc Commitiee
camposed of representebives of sixteen Govermments to anslyse the sbove replies
and. ccmmentes of Goverrments with o view to submitting to the Econcmic end Scelal
Couneil at its twenty-second session and to the General Assembly &t its eleventh
sesglon such interim report as 1t may be in a position to meke, and 1ts final
report to the twenty-third sesslon of the Council,g/ it being understood that

in meking such reports, it would not commit any Member Government.

3, The President of the Genersal Assembly suggested, and the General Assembly
approved, at its 55%rd plenary meeting on 9 December 1955,2/ that the following
Member States be'designated as the members of the Ad Hoc Committee: Canada,
Chile, Colombia, Cuba, Egypt, France; India, Tndonesia, Netherlands, Norway,
Pakistan, Poland, Union of Soviet Socialist Republies, Unlted Kingdom of Great
Britein and Nerthern Ireland, United States of /America end Yugoslavia.

L. In Resolutilon 1031 (XI) of 26 February 1957, the General Assembly, noting
that, since the estsabllishment of the Ad Hoc Comwlttee, there had teen a significant

L/ This resolubion 1s reproduced at the end of the present report.

2/ In resolution 1030 (XI) of 26 February 1957, the General Asseuibly requested
the Ad Hoc Committee to pubmit its final report to the twenty-fourth session
of the Counecil.

z/ General Assembly, Tenth Seesion, Officlal Records, 55%rd plenary meeting,
paragraph 55,
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increase in the nmumber of Members of the United Nations and considering that the
composition of the Ad Hoc Committee should reflect more adequstely the present
composition of the United Natlons, decided to inereasse from sixteen to nineteen
the number of members of the Ad Hoe Committee. At ite 66lst plensry meeting on
26 February 1957,E/ the General Assembly, at the suggestlon of its President,
appointed Itely, Jepen snd Tunisia to serve as the new members on the Committee,
5. The Ad Hoc Committee devoted lte first two sessions, from T May to

6 June 1956 end on 11 and 12 March 1957, to the preparation of the reports
called for by Resolution 925 (X) of the Gemeral Assembly.éf The Tollowing
representatives abttended:

Cenada: Mr. AaF;W} Plumptre, Representative

Mr. J.G. Hadwen, Alternate
Mr. Denis Hudon, Alternate {second session)

Chile: H.E. Sr. Rudecindo Ortega, Representative
Sr. Miguel Bravo, Alternate

Colombia: Sr. Misee’ Pastrane, Representative (first session)
Sr. Jesus Zarate, Representative (second session)

Cuba: Sr, Rafael Garcle Navarro, Representative (first session)
Dra. Ana-Maria Perera, Alternate (first session)
Dr. Manuel Secades, Representative (second session)

BEgypt: Dr. M.A. Anis, Representative

France: M. Barthelemy Epinat, Representatlve
M. Jean Turpin, Alternate

4/ Generel Assembly, Eleventh Session, Official Records, Provisionel Verbatim
Record of the 66lst plenary meeting, document A/PV.60l, page 108.

§/ The Committee held a further sesBion in order to Drepere a supplementary
report (A/Z;SBO-E/2999) reqguested of it by the Genersl Assembly in
Resclution 1030 (XI) of 26 February 1957.

6/ Unless otherwise indicated, these representatives attended both sessions
of the Committee. The representatives of the new members of the Committee
(Itely, Jepan, Tunieia) attended only the second session,

{ens
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TIndia: H,E, Mr. Ali Yavar Jung, Representative (firet session)
H.E, Mr, Arthur 8. Lall, Alternate (first seseion)
Mr., G.R. Kemat, Alternate (first session)
Mr. P.N. Kaul, Adviser (first session)

Mr. M. Gopale Menon, Representative (second session)
Mr. M.N, Sivaraman, Adviser (second session)

Indonesia: Mr, Soetlkno Slamet, Representative
Dr. Sujono Surjotjondro, Alternate (firet seesion)
Mr. Nuradi, Alternate (first session)
Mr. August F, Ompi, Alternate (second session)

| Ttaly: Mr. Lucianc Giretti, Representative

| Mr. Angelo Macchia, Alternate

} Japan: Mr. Motoo Ogiso, Representative
Netherlands: Professor Jan Tinbergen, Representative

Mr. J. Kaufmann, Alternate
Mr., A.E. van Braam Houckgeest, Alternate (first session)
Miss J.D. Pelt, Alternate (second session)

Norwvay: H.E. Mr, Hans Engen, Representative
Mr. Olaf Solli, Alternate (first session)
Mr. €. Berg-Wielsen, Alternate (second session)

Pekleteans H.E. Mr, Mohemmad Mir Khen, Representative
Mr, 5.A. Kerim, Advieer

Poland: H.E. Mr. Henryk Bireski, Representative (first session)
Mr. Julien Forys, Adviser (first session)
Mr. Rafael Kowslezyk, Adviser (first session)

H.E, Mr. Jerzy Michalowski, Representative (second
session)
Mr. Antoni Czarkowski, Alternate {second session)

Tunisia: Mr. All Hedda, Representative
Union of Soviet ' Mr. Aleksei Ivanovieh Roslov, Representative
Sociallist Republics Mr. Ivan M. Romanov, Adviser (first session)

Mr. V.A. Grusha, Adviser (second session)
United Kingdom: Sir Alec Randell, Representative (first session)

Mr. R.C. Barnes, Alternate (first session)

Mr, D,N. Brinson, Alternate (first session)

Mr. R.C. Barnes, Representative (second session)

‘ ase
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United States of Mr. Nat B. King, Representative (first session)

Averica: Mr, Williem J. Stibravy, Adviser (firvst session)

Mr., Williem H, Wymne, Adviser
Mr. William J. Stibravy, Representative (second session)
Mr, Seymour M, Finger, Adviser (second session)

Yugeslavia: H.E. Dr, Joza Brilej, Representative

© Mr., Jenes Stanovnik, Alternate (flrst session)
Mr, Janvid Flere, Alternate
Mr. Bora Jeftiec, Alternate (second session)

Qbservers for the Iollowing gpeclalilzed agencies attended:

Food and Agriculture Organization

Internaticnal Bank for Reconstructicn and Development
International Civil Aviation Organization
Internationel Labour Organissbtlon

International Monetery Fund

United Nations Educational, Sclentific and Cultural
Organization

6., The following officers were elected:
Chairmen: HE. Mr. Ali Yavar Jung (India)
Vice-Chairman: H.E. Sr. Rudecindo Ortege {Chile)
Rapporteur: Mr. Johan Kaufmann (Wetherlends)

H.E. Mr, ALl Yavar Jung was unable to open the second session of the
Committee. Upon a motion by the representatlve of Pekistan, Mr. M. Gopels Menon
of India wae elected Chalrmen.

T At its first session, the Committee held one public meetingZ/ and
twenty-one closed meetings. In additlon, ten eclosed meetings were held by &
Working Group consilsting of the representativesof Cenade, Chile, Egypt, France,
India, Indoneela, Pakistan, the United Kingdcem, the United States of America, the
Union of Soviet Soclelist Republics and Yugoslavia. At ite second session,

~the Ccmmittes held two closed meetings.

7/ Summary Record A/AC.83/SR.1 of ¢ May 1956.
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8. At its first session, the Committee had before it the replies submitted

to the Secretary-General 1n accordance with resalutlon 923 (X) of the General
Assembly by the followlng forty-six Governments:g/ Afghanistan, Austria, Brazil,
Burma, Cembodie, Canaa&, Ceylom, Chile, Chine, Colombia, Costa Rlea, Cuba,
Czechoslovakla, Demmark, Ecuador, Ethiopia, Finland, France, Federal Republic of
Germany, Greece, Halti, India, Indonesia, Iren, Israel, Ttaly, Japan, Jordesn,
Republie cf-Korea, Lace, Libya, Nepal, Netherlands, New Zesaland, Nerway, Pekistan,
Philippines, Poland, Saudl Arabla, Sweden, Switzerland, Thailand, Unicn of South
Afriea, United Kingdom of Great Britain and Nerthern Ireland, Republic of Viet-Nam
.and Yugoslavla. On the basis of these replies the Committee prepared an interim
report (document A/313L-E/2896 of & June 1956) which was submitted to the twenty-
second session of the Economle and Social Council end to the eleventh sessilon of
the General Assembly,

Q. At ite second session, the Committee had before it the replles of the
following eleven Governmentsg/ which were received by the Secretary-General aiter
the deadline of 16 May 1956 which had been set by the Committee for comelderation
of replies at 1ts first session: Australila, Belglum, Belivia, Dominican Republie,
Egypt, Portugel, Spain, Syria, Tunieia, Turkey and the Unlon of Soviet Socialist
Republics. The Committee included the informetion contained in these repllee in
the present Tinal revort and revised its conclusions accordingly. The Committee
declded that replies received after the close of the second session would he
circulated as addenda to the present report,

10. The informal working group appolnted by the Second Committee of the Genersl
Asgembly in order %o draft the text of rescluticm 923 (X) had proposed, and

the Second Committee hed accepted, in 1te repors, that, in the words of the

Chairman of the grouplg/ "the task of the Ad Hoe Committee would be to prepare:

8/ These replies are published in document AfAC.83/L.1 end Addenda 1 to.l0.
9/ Published in documents A/AC.83/L,1/Addenda 11 to 20.

10/ Tenth General Assembly, Report of the Second Committee, document A/3065,
paragraph 10,

[oen
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{a} A summary of the views submitted by Governments in response to
operative paragrsph 2;
(b) An snalysis of those views, that is, their presentation in such a
form as to facilitate the understanding of them by the Economic and
Soclal Council and the General Assembly; and
(¢) Such conclusions es clearly emerged from the sbove enelysis" .
In accordance with resolution 923 (X) and in the light of the ahovelstatement,
the Committee submits the present final report which consists of the following
parts: Part I "Summary of comments of Governments on the esteblishment, role,
structure, and operations of a Special United Nations Fund for Economic
Development", Part II "Analysis of comments of Govermments" and Part IIT
"Conclusions". The report was adopted unanimously by the Committee.
il. Finally, the Commlttee wishes to place on record its werm apprecliation of
the services of lts Rapporteur and of the members of the Secretariat, whose

devotion and competence have s0 greatly facilitated the Comittee!s task.

[oes




A/3579
E/2961
English
Pege 11

PART I

SUMMARY OF COMMENTS OF GOVERNMENTS ON THE ESTABLISHMENT,
ROLE, STRUCTURE AND OPERATIONS OF A SPECIAL UNITED NATIONS
FUND FOR ECONCMIC DEVELOPMENT
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A, Sumrary of views on the establishment of & Special Fund

1. Several governmentsi/ have noted that operative paragraph 2 of

resolution 923 (X) had requested the views of govermments inter alie on the
establishment of a Specisl Fund, and conseguently submitited introductory statements
or separate sectlons of their replies on thig question or stated their views
briefly in their ccommunicatlons to the Secretary-General, while othersg/ submitted
remarks in connexion with scme of the questions enumerated in the annex to
resolution 923 (X). Many goverrnments have not submitted specifig ccrments on thie
question.3 It will be recalled that although govermments were invited to submit
their views on the establishment of a Special Fund no specifie duestion on this
gubject was included in the amnex to resollution 023 (X) and that various govermments
had already expressed thelr position on the establishment of a Special Fund.

Previcus statements of this kind will not be dealt with in this report.

Views expressed in a special section or introductory statement

2, The Govermment of Afghanisten states that it looks forward with greaﬁ interest
to the early establishment of the Special United Nations Fund for Econcmic
Develorment. It considers the financing of economlc development in under-developed
countries &8s an internsitlonal finencial problem and therefore welcomes the
egtablishment of international financisl orgenizatlons within the United Natione.
Recognizing the country's econcmic problems and the need for developing its
resources and econcmic potentialities the Government of Afghanistan has prepared a

five-year econcmic development plan'which 1s to be launched in the near future.

L/ Afghanistan, Bolivie, Burma, Canade, Ceylon, Denmark, France, Federal Republic
of Germany, Greece, Italy, Jordan, Libya, Hetherlands, New Zesland, FPhilippines,
Poland, Portugal, Turkey, Swltzerland, Union of Soviet Soelalist Republics,
United Xingdom, Republic of Viet-Nem, Yugoslavia.

g/ Cembgdia, Chile, Colombla, Czechoslovalia, Daminlean Republic, Ecuador, Ethlopis,
Palti, Indie, Indonesia, Iran, Israel, Republic of Korea, Nepal, Spain, Syris,
Tunisia. ;

3/ Austrelis, Ausiria, Belgium, Brazil, China, Costa Rica, Cuba, Egypt, Japen,
Laos, Norway, Pakisten, Saudi Arabla, Thailend. The communication of the
Government of Australis includeg the statement that, in submitting ite replies
to the questions entmerated in the Annex to resolution 923 (X), the Goverrment
of Austrelis does not accept any ccmmitment for ultimate finencial
participation.

fonn
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It 1s essential for the execution of this plan %o obtein financiel eid in addition

to the technical assistance already provided through the United Nations and

4/

A, The Covermment of Bolivia recells its earlier ccmments— submitted in

other agencies.

sccordance with resolution T24h B (VIII) of the General Assembly, in which it stated
that it was anxious to bring about a diversification of its naticnal production.
The Bolivian Govermment further considers that the esteblishment of the Special
Fund should not be 1inked to the problem of disarmament since it is in its view
11logical to meke the establishment of the Special Fund conditionel on the
achlevement of savings through disarmament.

L, The Govermment of Burma recalls that its geberal attlitude and its unreserved

support for the establiehment of a Specisl Fund bas been set forth in the various
statements made by 1ts representative at the successive sessions of the General
Assembly. |

5 The Government of Canada states that 1ﬁ'has in the past supported a Special
Fund in principle but has opposed its lmmediate establishment. The Canadian
Government's final decislion regerding & fund of the type now under conslderation
bould depend in large measure on vwhether it was satisfied that the organizational
and admnlnistrative arrengements were such as to lead to efficlent operation and
that the fund would command sufficlent support to ensble 1t to operate effectively.
6. The Goverrment of Ceylon welcomes the proposel to establish s Special United
Nations Fund for Econcmic Development in order to provide under-developed

countries with finaﬁce for the bullding up of an economic~gocial Infrestructure
upcn which mey be based the apparatus of effective production; for which finsnce may
th be obtainable from other sdurces, e.g8., private capital, the Internaticnal Bank,
or other loan-making institutions.

Te  The Government of'Denmark states that 1n its memoranduméf of 13 April 195k to

the'Secretary-Géﬁéral it stressed the importance of an early establishment of
the proposed Special Fund, polrting out that increased efforts on the part of the

United Nations in furtherance of the economic development of the leass developed

E/ Comments of Govermments on the report of the Committee of Nine, submitted in
accordance with Generel Assembly resolution 724 B (VIII), document A/2646 of

7 May 195k, page 25.
‘ 5/ Toidem, page 36. [eoe
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areas would be an important link in the endeavours to prcmote the relaxation of
intermationel tensions. To the Tanish (Govermment it-seems neither necespary nor
desirvable to hold the establishment of the Specilal Fund in abeyance pending
egrecnent on internaticnally controlled disarmament.

In accordance with its general policy, the Danigh Government stated 1n a letter
of 3 June 1955 to Mr. Raymond Scheyven, Chairman of the Ad Hoc Group of Experts
on & Speclal Unitéd Nations Fund, that as soon as the major industrialized countries
had declared themselves ready to participate in the establishment of the Speelal
Fund, the Denish Government would be willing to ask the Denish Parliement for
eppropriatlon of a Danish contribution which would be adapted to Demmerk's econcmic
conditions and to the size of contributions made by other countries. A Danish
contribution of about $2 million is considéred appropriate, if the Special Fund is
established with & capitel of about $250 million.

8. The Government of France recells that it has always, both in the United Wations
General Assembiy and in the Econcmic and Scclzal Council, indicated the keen
interest which it takes in the esteblishment of a Special Fund.

Only an undertaking in which the largest possible number of countries vwhatever
thelr stage of economic development, were assoclated, would make it possible to CoA
free the necegsery resources and to carry out the development work in the most
harmonious fashion.

This co-gperation shculd receive expression through the establishment of the
Special Fund, which would be the instrument for a transfer of funds between the
countries which were mogt advanced end those which were economically under-developed.

The basic role of the Speclal Fund should be to assist, wilithln the national
or regional fremework, in the eétablishment of the economlc and social
infrastructure which is essentlal to economic development and which cannot be
financed from traditional national or international scurces.

Obvicusly, the Speclal Fund's resources should be proportionate to the needs,
which are considerable. In that connexion e decisive step forwerd will have been
taken when an agreement on disarmament makes it possible to devote to world
econcmic development & pdrtion of the savings achieved.

The need for interﬁational action in promoting economle development would

appear, however, to be too pressing to awalt the conclusion of an sgreement on

Joes
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disermament. The machinery for such co-operation as will contribute to the
development of peaceful relations between peoples should be zet working as gcoon as
posslble with the resources now avallable.

Accordingly, the French Govermment reaffirme its support of the 1dea of
establishing & Specisl Fund for E&onomic Development. If, as is likely, the
Ad Hoe Committee established under the General Assembly regsolution of
Q December 1955 finds that the mejority of replies to the questionnaire are
favourable to the esteblishment of the Speclal Fund, the French Govermment for its
part will heve no objection to the taking of steps to draw up a draft statute.
This question might be discussed at the twenty-second session of the Econcmic and
Boelal Council.
9. The Govermment of the Federal Republic of (ermeny states that it has again
exemined the plan to esteblish a Speciael United Nations Fund for Economic
Development. As is shown by its pafticipation in the World Bank, the Technlcal
Assistence Programme of the United Netions and, recently, the International Finance

Corporation, it is interested in the economic develorment of countries capable of
development. If & new institution - SUNFED - 1s now to be created in eddition to
elreedy exleting institutions or thoée in procese of belng established (1FC),

ver& careful consideration should be given to the question of whether the sald
inetitutions could not also fulfil the tasks intendedwfor‘the Specisl Fund.
According to investigatioﬁs so far, this possibillty would seem out of the duestion
without esmending the statutes of the above-menticned institutions. Alterations in
the statutes could also cause consldersable difficulty; but 1t does not Béem
“Impossible that sexisting institutions sﬁch as the World Bank could act ag agentse
in procuring the additional funds required - perhaps in the form of “grants-in-aid"
from friendly governments - for importent development projects. In this way

&8 connexion could be established with the exlsting natiocnel aid progremmes without
the necespity of creatling & new organ within the fremework of the United Nations.
Furthermore, the establishment of the Specizl Fund should only be consldered
provided the participation of the most important world trade countries -
particularly the United States of America, Great Britain and France - is assured.
10. The Government of Greece gtetes that it 1s highly Interested in the creation
of the Speical Fund which would finence projectes in under-developed countries. It
continues by saying thet perticipation of the econcmically stronger countrles,
which are in & position to provide the mejor part of the necessary fundsmist be
considered as & condition of its establishment. [ous
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11. The Govermment of Italy states that in view of the purpose and funcitions
proposed for the Speclal United Natlions Fund for Econcmic Development, it is in
principle favourable to the setiing up of sald FPund. No definite cormitment 1s
deemed possible 1n this matter at the present stage, when the afttitude of & number
of countries is not fully known and therefore it ls not yel possible to assess
the megsure of internetional support which the Speclal Pund will receive.
Lilkewise, there is still to be determined the exact extent of the finencial burden
invelved for esach country. Ae & conseguence, 1t is not possible at this stage
to state whether the obligations to be assuﬁed wlll be consistent wilith the
financiel capacity of Italy. A determinant element to be horue in wmind when
evaluating the desirability of the Special Fund, seems to be its intrinsic capacity
to meet the tasks assigned to it, that is to‘say the means it will have at itse
disposal and the renge of effective action 1t will reach, as compered with the
purposes assigned to 1t. It iq, therefore, the opinicn of the Ttalilan Governmenty
that any detailed discussion on the technlcal organization and on the Functioning
of the 8pecial Pund should be preceded by a clear understanding of the general
problemé underlying 1%s maln tasks and activities. {
12. The Govermment of Jorden states that it supports principelly the establishment
of the Special Fund as & good opportunity for countries needing capital.
13. The Govermment of Libya conslders that the matter of the establishment of a
Special United Nations Fund for Econcmic Development is of the greatest Ilmportance
to the couniry in view of the repeated recommendations made by the (General Assembly
and conteined most recently in resolutlon 924 of the tenth session that: "... if
and when further meanhs become available for agsisting in the financing of the
develomment of under-developed areas, due ¢conslderation be given by the United
Netiong and the specialized agencies to the specific development needs of Eibya".

In the abgence of any other'proposal for the financing of the economic
develomment of under-developed ccuntries the Govermment of Libya assumes that the
Special Fund, if created, would acknowledge this special obligation to asslat the
development of Libya. ’

The Govermment of Libys stends ready accordingly to present both specific
proposals for economlic development projects &s well as en over-all statement of 1ts

financlal rescurces and redulrements for eccnomic develcpment over a flve-year

period for the consideration of the authoritles of the Special Fund, if and vwhen it
is established. [oeo
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'lh. The Govermment of the Netherlands recells that in the course of the last few
years lte etititude towards the establishment of a Special Fund, and its readiness

to teke an active concern in 1%, has been set forth in various stetements to

the General Assembly and the Economlc and Social Council (see also below

paragraph 35).

15. The Govermment of New Zesland after drawlng attention to a previous
communicetlon— setting out lts attitude towards participation; states that it
fully- eppreciates the problems being faced by under-developed countries In their
efforts to expand their economies and raise the living standards of their peoples.
Tt polnts out that 1t 1s already agsisting these efforts through the United
Netions Expandéd Programme of Technical Assistance,‘under the Colombo Plen by
contributions for capitel develorment projects as well as for Technicel assistence.
These contributions are substantial in reletion to the resources of the country,
vwhich is lteelf in a stage of active development, especilally to meet the needs of a
rapidly increasing population. For these reasons the New Zealand Government is
unable to enter lnto commitments to contribute to the Special Fund should it be
established. . ﬂ

16, The Government of the Phillppines states that it strongly favours the
establistment of & Special Fund and concurs in the recommendations of the

Commlttee of Nine.z/ It adds that the Philippines are embarked on & programme of

rapid econcmic development and, considering the inedequacy of domestic capital,
its needs for external capital are great. The proposed Speclal Fund could thus
become an important source of external ceplital and for this reason, the Fhilippine
Govermment fully supports its establishment.

17. The Govermment of Poland recells thet its views on the esteblishment of &
Special Fund were inter alia expressed at the tenth session of the United Nations
Genersal Ampsembly, and adds that 1% is known that it voted in favour of

resolution 925 (X).

6/ Comments of govermments on the report of the Committee of Nine, document A/264G,
page 49. i

Z/ Report on & Specisl United Netions Fund for Econcmic Development, submitted by
a committee of experts appointed by the Secretary-General in pursuance of
Econcmic and Social Council resolution 416 4 (XIV), document E/2381 of
18 March 1953. This report is referred to herein as the "Report of the
Committee of Nine". [ose
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18. The Government of Portugal does not consider it possible %o contribute %o the
proposed Unlted Netions Fund for economic development and therefore finds it
difficult to express an opinion on its creation. However, the Govermment of
Portugel will not oppose it if ia the consensus of the majority of the Member
countries the Special Fund can be established on a workaeble basis and if it is
admitted that 1t will prove to be effectlive in the prosecution of the aims for
which its creation 1s envisaged.

19. The Govermment of Switzerland recalls its previocusly stated opiniongj that the
establishment of a Bpecial United Natione Fund fbr Feonomic Develomment would at
the present time be premature. It édds, however, that 1t is enxious to give
careful study to any measures which mey reduce the disparity between the present
levels of living in the industrialized and in economically under-developed
countries.

- 20, The Goverrment of Turkey holds the view that although under present
clrcumstances the operstion of the projected Special Fund for economic development,
on & large scale, 1s congidered difficult, its esteblishment at the earliest
possible date is welcomed aend deemed advanfageous, ag 1t will be‘possible to devobe
large savings to the Speciai Fund once disarmement beccmes a reallty. ‘

The fundemental purpose of the Special Fund éhould be to £ill the existing
vacuun, in the field of internsatlonal self-help, created by the International
Bank's edoption of an inflexible policy of assistance rendered only to self-
liquidating investments.

The great disparity in the standard of living which now exists between the
wealthy and poor countries continues to widen. It is common knowledge that this
imbalance is a source of instebility in world politics. Therefore, if the '
industrial countrles were to adopt & long range vliew and endeavour to offset this
lack of equilibrium, they will not only serve world peace but thelr owm lnterests
as well.

To implement thile project, the major industriel countries should extend part
of their dlsposable liguid capitsel, under easy temms, to finance the Special Fund.
The Special Fund, in its turn, would not confine its operations to "profit motives"

€/ Comments of Governments on the report of the Committee of Nine, document 4/2646,
page 54, oas
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only but would make Investments in countries needing capital for a minimum return
to be collected in the future. Such investmente which do not yield high returns,
in &8 relatively short lapse of time; are not attractive to private financing
groups or to the International Bank.

21. 1In the view of the CGovernment of the Union of Soviet Socialist Republics the
establishment of the Special Fund should not be deferved until agreement has been

reached on dissrmement.
Eé. The Government of the United Kingdcem, while supporting in prineiple the
egtablishment of & Special Fund, expresses the view that such establishment should
walt on the fulfilment of the Following conditions:

(i) A progremme of internationally supervised world-wlde disermement under

the auspices of the United Nations should have been embarked upon. So
far as the United Kingdom is concerned, and lndeed this applies to many
cther industrial nations, their economic resources are fully deployed
at present, end until significant reductlons all round in the level of
gxpenditure on arms can be achleved, there can be little hope that funds
on the scale reauired will be forthcomling.

: (ii) A certain minimum of money should be available to the Special Fund before
it embarks on any operations et all. The tasks which would face the
Special Fund and the claims made on its resources will be so manifold
that unless it were at the outset sble to meet a material proportion of
such demande and cledms, it might betreay the hopes of ite sponsors and
supporters and consequently fall into disrepute.

(i11) The membership of the Special Fund should embrace the bulk of the Members
of the United Nations. It shoutld include both the highly indusitrialized
netions and those with less developed economles, and all should make
a contribution.

Tn H.M. Government's view, until the three conditions mentioned above are ln sight
of fulfilment, it would be inappropriate to draw up a statute for the Fund.

25« The Govermment of the Republic of Viet-Nam is of the opinion that the
establishment of the Special Fund will prove extremely uséful as a means of enabling

under-developed countries with ingufficlent financial resources to accelerate

the develorment of their ecocnomic-social infrastructure. It points out that the low

foos
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level of average individual income in under-developed countries, especlelly in

thoge of South Eest Asls, makes 1t difficglt t6 mobilize sufficient national

ecgpltel to inltiate a rapld rate of esconomlic expangion so that it is necessary to
seek the help of international capital. The esteblishment of the Special Fund

will prove extremely useful as a meens of enabling these countries to accelerate

the develorment of their econcmic-social infrastructure, which 1s basic to the
substantial expansion of their production and to the well-being of thelr peoples.
2h, The Govermment of Yugoslevia moat warmly and vesolutely supports the idea of
the Special Fund and considers its establishment z matter of great urgency. It
holds that the efforts of the peoples of econcmlcally under-developed countries to
raise thelr standard of living and achieve economlc equality must be supported by
international action. It considers that the solution of the problem of econcmic
develorment will have momentous positive consequences on both econcmic and
political relatlions between nations. In glving essistance the United Natlons would
greatly enhance its moral prestige and would therefore greatly strengthen the
concept of collective security as well. In its view the Expandéd Technical
Assistence Programme of the United Nations has demonstrated thet international ‘
co-gperatlion in the field of economic development can lead to great results but also
that this co-operation camnot produce ite maximum results so long ag it remadins
limited only to the field of exchange of technical knowledge. An expansion of this
co-operation and spplication of the same principle in the field of international
financing is therefore inevitsble. The estebiishment of the Speciasl United Natlons
Fund for Economic Development would mean the practical realization of the provisions
of the Charter - and more particularly of Articles 1, 2, 13b, 55 and 56 - and
therefore the solemn Pulfilment of the assumed commitments. The Yugoslav Government
conslders that the present politicel relations in the world render possible and call
for resort to Immediate steps in order to bring about the realization of an idea
which in the course of these lest years has matured in the United Nations and has
met with the over-sll support of the General Assembly.

Views expressed in connexlon with replies to the questions cont&ined in the
annex to General Assembly resolution 925_(i

25. The following govermnments express views on the establishment of the Special
Fund in statements on the desirability of settlng it up before the conclusion of

an internatioral 2greement on dlsermement: the Government of Chile considers that

/I.E
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the Special Fund should begin Gperationsﬁwithout delay with gufficient rescurces o
ensure that its operations are effective in the preliminary stages. It hopes that
the Specigl Fund will be set up irmediately without waiting for savings from
~disarmement (reply to question 3). The Govermment of Colombia reaffirms

1ts repeatedly stated view that thé establishment of the Speciai Fund cennot

be made conditional on the achievement of disermament (reply to question 7).

The Govermment of Czechoslovakia expresses the opinion that the Speéiél Fund should

start its operations without awaiting sgreement on disarmement {even with an
initial minimum falling below the proposed figure of $250 millioﬁ) (reply to
question 3). The Government of Ethiopia emphasizes ite view that inception of the
Specilal Fund should not wait upon a fcrmﬁl agreement being concluded for universal
disarmament (reply to question 3), The Government of Israsel is of the opinion that
the initial subscription to the Specilal Pund ocught to be made independent of savings
regulting from diaarmﬁment 80 ag to manifest the intention of all participating
governments to proceed with economlc development of under-developed countries
regerdless of political tensions. In the view of the Jovernment of ﬁlEiE the
constitution of the Special Fund should be prepared as soon as possible,
'regardless of any considerations‘of the world political situation, disarmament or
the availability of the initial capital or contributions (reply to question T}.

The Governments of Bolivie, Denmark, France, India, the Netherlands and the Union

of Soviet Sccialist Republics, whose general views are given elsewhere, ere also in

favour of establishing the Special Fund before the conclusion of a disermament
agreement, the Government of India recalling its position taken on previous
occaslons, and urging thet the establishment of the Special Fund need not be
poetponed tiil gufficient progresé is made with internetionally supervised
disarmement (reply to question 8).

26. The Govermnment of Cembodia, in its reply to question 8, states that the
egteblishment of a Speciel Fund, empowered to awaerd grants-in-aid and écting ag an
equipment fund for the specialized agencies, would be vefy opportune.

27. The Govermnment of the Dominican Republic is of the opinioﬁ thet the questilon
of the Special Fund hag already had sufficient preliminery study, and that a more
detailed sualysis of the plan 1s needed; consequently, it hag no objection to the
preparation of draft‘statutes; which would enable governments to engage in

discussions on & more realistic and tahgible basis (reply to question 8). In ite
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remarks in reply to guestion 1 this Government alsc expresses the opinion that
while the establishment of the Special Fund would be most laudable, the problems
of econcmic development are not ascribable solely to a lack of lnternational
agencies able to render finencial assistance. In its view it is of the greatest
importance not t0 lose sight of the influence exerted'upon countries exporting
primary commodities by price fluctuations snd variations in the volume of
internationsl trade. For this reason 1t comsiders the Special Fund as a
supplementary mechanism which does not in any way remove the need for study of
the structure and proper functioning of markets with a view to closer internatiopal
co-operation to facllitate and improve internainnal trade in primary commodities.
28. The Government of Ecuador, in its reply to question 3, holds the view that,
ag soon as there is any prospect of other States joining the Speciel Fund in the'
future and increasing its resources, the Fund should be set up, although with
somewhat more limitéd resources to operate on & modest scale that would erable it
to deal with only the most urgent projects.

29. The Government of Heitl, in its reply to .question 1, states that a Special
Fund would pley en extremely important pert in the economic development of the
country. It expresses approval of, and quotes from Mr. Raymond Scheyven's
gtatement to the Second Commitiee of the General Assembly at ite tenth sessiongf
in which he referred inter alia to the low taxable capaclty and the modest savings
in under-developéd countries.

30. The Government of India, in its reply to question 1, points out that so far
the Unlted Nations and its specialized agencies have engaged in promoting a
larger flow of internationel capitel to under-developed countries, but that there
is no interraticnel nachinery for the provision of grahts-in-aid, for the
development of the social and economic gFramework, which are now only aveilable

on a bilateral or country-to-country basis. The Government of India 1s strongly
in favour of United Netions initiative in this matter. Reéalling Articles 55 and
56 of the United Nations Charter, the Government of Indis states that the

9/ Document A/C.2/187 of 28 October 1955.




A/3579
E/2961
English
Page 23

United Nations has ah important part to ﬁlay in promoting the economic and sociel
progrese of all countries and in enabling them to take "Joint and separate action"
in this respect. It also points to a nuﬁber of practical considerations which
argue in favour of an initietive by the United Nations in this matter. Tt
considers that assistance organized through the United Nations will be free from
the kind of political objections from which bilateral ald sometimes suffers; as
such it is likely to appeal to a larger number of countries and will promote a
greater degree of goodwill and understanding among nations. The Goverament of
Tndia feels that 1t 1s also easier for a bumber of countries whose resources mey
be small but who are willing and able to assist other countries, to do so through
an international agency. Experience has Shown that some of the under-developed
countries themselves may be willing and able to assist other countries in some
respects. Not all countries cen commend sdequate organizetionsl machinery for
rendering assistance on & bilateral basis} There is thus need for & United
Nations Fund for disbursing grants-in-aid, even while the existing arrangements
for bilateral aid are continued.

31. The Gévernment_of Indonesia, in its reply to guestion 3, states that the
Fomparatively modest initial operating fund of $250 million is out of proportion
to the present aggregate needs of the less developed countries. However, the
gquestion regarding the exmcet size of the Initiel operating fund should be
secondary to the urgency of the need for establishing the Specilal Fuﬁd.'

2. The Government of Iran states, in ite reply to guestion 1, that it has vast
economic development programmes ahd would nmaturally welcome the establishment of
the United Wations Specisl Fund.

33. The Qovermment of the Republic of Kbﬁea; in its reply to question 1; glives
its wholehearted support to the establishment of the Special Fund, end feels
Jjustified in expecting substantial assistance from it, once the Fund is

egtablished, inasmuch as Korea, saide froﬁ‘being economically under-developed

had suffered tremendous damages durling the war of 1950-53% and is now in desperate
need of external cépital both for recomstruction and rehabilitation and to achieve
B self-sustaining economy

34, The Government of Nepal, in its reply to guestion 8, expresses the opinion
that the sstablishment of the Special Fund would provide an excellent opportunity

[oes
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for bringing all member nations into an inereasingly active and responsible
participation in United Nations affairs; the Special Fund would greatly accelerate
the economic development of the under-developed countries as it would be free from
any association with narrow ratiomal interests.

35. The Government of the Netherlands, in its reply to question 3, states that

it has repeatedly expressed the view that the creation of a Special Fund should
not be made to depend upon the savings resultiﬁg from world-wide intermationally
supervised disarmameht. Efforts should be made to esteblish the Special Fund at
an early date, even if some potential comtributors should not consider themselves
ready to participeate. It is preferred 1o start operations as early as possible,
even if the Speciel Fumd would then have to operate on a relatively small scale,
rather than wait for a general willingness to participate.

36. The Government of Spain, in its reply %o guestion 1, draws attention to

the low per capita naticnal income of Spein; an increase in neticnal income

of 3 per cent annually during the next five years would requlire extermal
assistance in the form of both public ard private capital totalling $200 million
o year; 1n this cckhnexion, any agsistance vwhich Spaln might obtain from the
Speclal Fund would play an important role. i

37. The Government of Tunisis, in its reply to question 1, notes its lafge-scale
programme for the economic rehabilitation and development of improverished areas
of the bountry; in order to carry out this prograrmme the Government of Tunisia is
counting on funds from domestic sources, bilateral forelgn assistance agreements
and internafional sources such as the Special Fund, the establishment of which
has become an urgent nhecessity. In its reply to guestion 8, the Tunisian
Government expresses its confident hope that the Special Fund will be establlshed
and will begln operations as soon a5 possible.

38. The Govermments of Ceylon, Chile, Eﬁhiopia, India, Israel and the Netherlands
disagree with the sﬁggestion contained in the report of the Ad Hoc Group of
Experts headed by Mr. Raymond Scheyven-/ that the Special Fund might, perhaps,

;g/ Special United Netions Fund for Economic Development, report prepared in
pursuance of General Assembly resolution 322 (X), Official Records of the
General Assembly, Tenth Session, Supplement No. 17 (A/2900). This report
is referred to herein, as the "Report of the Ad Hoc Group of Experts."
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be established initially for e period of ﬁive years. (ppesition to thls proposal
15 based on the ground that such limltation would interfere with the Special
Fund's actlvities and might even render any long-term activity impossible. The
Government of, India also observes that the idea of the Special Fund embodies some
of the highest principles enshrined in tﬁe United Nations Charter; it would not
he proper to begin to glve concrete expression to this idea in a mocd of
hesitation and indecision. These govefnments would agree, however, to a provision
that after a perlod of, for inetance, five years, the method of work and the
stucture of the Special Fund would be reviewed in the light of the experiences
gained, in order that modificetions be made wherever necessary. The Government

of New Zealand simllarly susgests that i1f the Speéial Fund is established,; 1ts
activities should be subject to review at the end of five years. 'The Government of
Ecuador, on the bther hand, concurs with the view that the Fund be established for
an experimental perlod of five years (see paragraph 61 below).
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B. Summafy of replies to the questions enumerated in the annex
to resolution 923 (¥X) of the General Assembly

l., Bole of a Special Fund

Fifty-one governments commented on this question.

Finenelng economic and soclal infragtructure

39, The following governments poiﬁt out, with varying degrees of emphasis and
explicitly or by implication, that the Special Fund should devote resources more
egpeclally to developing the infrastructure of under-developed countries:
Afghenisten, Belgium,ﬁ/ Burms,, Ceylon, Chile, China, Costa Rica,Cuba,the Dcminican
Republie, Ecﬁador, Ethiopia, Finland, France,&g/gﬁaiti, India, Indonesia, Israel,
Japen, the Republic of Korea, Nepal, the Netherlands, WNorwey, Pakistan, Bpain,
Syria, Thailand, Tunieia,ié/ Turkey,gﬁ/‘the Republic of Viet-Nam, and Yugoslavia.

Two governments, those of Haiti and the Netherlands, endorse the definition of

gconomic and soclal infrastructure proposed by the Ad Hoc Group of Experts heeded
Mr. Reymond Scheyven, namely "the infrastructure on which the appsratus of
production proper is based, or the set of basic facilitles needed for effective
production, such as a minimum of roeds, power stations, schools, hospitals,
housing and government buildings” which permite a smooth development of
production end which allows private initiative to play its full part.&g/
40, The projects enumerated by governments in this connexion are as follows:
Educational facilitieaéé/ (schools, technical training centres,
university bulldings, school equipment end even technical staff),ihealth

11/ In reply to question bk,

e

12/ Reply under "Views on the establishment of a Special Fund".
13/ 1In reply to guestion L,
14/ In reply to question 7.

15/ Special United Nations Fund for Econmomic Development, document A/2906,
paragraph 12,

16/ Afghenistan, Ceylon, Chile, Costa Rica, Ethiopia, India, Israel, Nepal,
Netherlands, Pekisten, Thailand, Tunisgia, Yugoslavia.
/l..
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faC111tles—~/ (health improvement, pospltals), transport and communlcationséé/

(improvements and expansion of ro&ds, specially the construction of feeder
i roads to open up the interior of countries, railways, inland waterways,
| maritime trahsport, harbour works), public Works,ég/ power developmenhgg
(erection' of power stations, rural electrification), agricultural and
forest improvemenﬁgé/ (land reclamaﬁion-and improvement, agricultufal and
forest equipment, storage facilities, extension of markets, conservation
and resettlement of landless farmerg), ilrrigation and water conservationgg
(selected irrigation schemes linked, with flood control, dems and reservoirs
to conserve ard distribute rainfallb), surveye of natural_resourceﬁgé/
(expanded and intensified surveys of land, forest and mineral rescurces and
possible provision of risk cepitel in the wake of such surveys), industrial
chemical laboratories for the purpdée of chemical analysis of, and research
into, local raw and menufactured pﬁo&uce,gﬁ/ development of communal

services,aB/ projects aimed at securing sreater employment, Eé/ immi gration

for agricultural settlementrz/ and government buildings and hou51ng §§/
41, The following governments go beyond mere enumeration of projects which they

) consider to be of an infrastructure nature and show by means of more detalled

Hetherlande, Pekisten, Thalland, Tunisia, Yugnslevia,
18/ Ceylon, Chile, China, Ethiopia, India, Nepal, Netherlands, Pakisten, Thailand,

|
‘ 17/ Afghanistan, Ceylon, Chile, Coste Rica, Finland, India, Israel, Nepal,
|
|
|
\
|

Tunisia, Republic of Viet-Nam, Yugoslavia,:
19/ Turkey (in reply to guestion 7).
20/ ®thiopia, India, Nepal, Netherlends, Republic of Viet-Nem, Yugoslavia,

21/ Ceylon, Chile, Finland, India, Libya, Nepal, Pakistan, Spain, Thailand,
Republic of Viet-Nam, Yugoslaviae.

22/ Ceylon, China, Ethiopia, India, Israel, Libya, Nepal, Pekistan, Spain.

23/ Greece, Israel, Nepal.
24/ Ethiopia.

25/ Yugoslavia.
26/ Greece.

27/ Chile,
28/ Ceylon, Chile, India, Isreel, Netherlends, Yugoslavia.

= - /en
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examples the kind of problems they are facing: +he Government of Indie refers to
1ts targets in its Second Fivé-Year Plan in the field of educetion; it states that
despite maximum efforts to mobillize domestic resources, this plan would only
ensure that by March 1961 some 60 per cent of the children in the age group 6-11
end 19 per cent of the children in the age group ll-lk would be attending school.
The Government of Ethiopiae similarly refers to a "crying need for more facilitles
for higher education and technical education”. The Government of Chile states
that its econocmic development progremme inclundes numerous projects involving
infrastructural investments which have had to be postponed because of insufficient
resources. The Chilean Government is ready in due course to furnish information
on such projects. The Govermment of Libya states thet it has certain projects,
especially for electric power plants and electric distribution systems for which
the government would at once apply if the Special Fund should be esteblished.

Inclusion of directly productive projects

42, Assistence in the financing of directly productive projects (other than some
of the agricultural projects referred to in paragraph 40, sbove) is favoured by
the following governments: the Government of Afghanisgtan considers that the
Special Fund might finance by means of loans the foreign exchange requirements

of productive short-term projects within its development plan; the Government of
Ceylon considers that industries which are necessary for investment projects
within the infrastructure, such as the menufecture of building meterials,
fertilizers and certain types of transport equipment should benefit from the
assistance of the Special Fund; the Government of Israel suggests that the Special
Fund might provide capltal for projects which will yield fuli returns in foreign
currency and be able to repsy cepltel only over a longer period, referring
specifically to the development of mineral resources; the Government of Italy
also refers to possible assigbance by the Special Fund to development schemes
yielding proTits qniy cn & longiterm baesls; the Govermment of Nepal envisages
possible provision of limited amounts of risk cepital for pioneer development

efforts in the wake of resources'surveys; the Government of Spain stresses the

29/ TIn reply to question T.

[uen
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promotion of the country's industrializagion and the increase in preductivity in
general and agricultural productivity in particular; according to the Government
of Turkey, the Special Fund should finanée both eccnomic and social Infrastructure
projects and projects in the self-liquidating productive Tields of investment -
agriculture and industry - which will affect favourably the foreign exchange

belanrce of the beneficiary (replies to questiocns Lt and 7); the Government of the

Republic of Viet-Nam adds to 1ts list of infrastructural projects deserving Fund

assistance "industrielization" and "agricultural industries"; the Government of
Yugoslavia suggests that ‘nfrastructure projects, interpreted more broadly would
include certein basic projects in the fields of power and industry. The

29/

Government of Crechoslovakis~=" refers to projects furthering the development of

the key sectors of the economy, i.e., industrialization and agriculture; the

Government of Polandég/

A m——

states more gensrally that in its opinion the Special Fund
should finance primarily projects of a‘productive nature which would strengthenr
the econcmy of the recelving country. It adds, however, that a tight division
between productive and non-productive investments (or self-ligquidating and non-
self-liguldating projects) is not advisable. In the view of the Government of
the Union of Soviet Soeclalist Republics the main funetion of the Special Fund

ghould be te assist the under~developed countries in developing their naticnal

econonmies.

Integretion with economic development programmes

4%, The role of the Special Pund in relation to' over-all development programmes
or in comnexion with integrated economic development is stressed by the. Governments

of Afghanistan, Bolivia, Chile, BEgypt, India, Tran, Libya, Tunisia and Turkey.

The Government of Egypt states that the Special Fund should help to finance and
execute develcopment plens in under-developed countries; it should finance sound
development projects integrated in an over-ell plan (reply to question 4); the
Speclal PFPund could provide the member countries with experts and technicians to
help them to draw up and execute their development programmes. The Governments
of Afghanistan, Bolivia; Chile, India, Irvan, Libya, Tunisis and Turkey mention

specifically thelr current developrment plans and, in some cases, provide

29/ 1In reply to question 7.
30/ In reply to question 7. /
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illustrations of the way in which the Special Fund could facilitate thelr
implementation. Indla, for example, gives a detailed account of its Second Five-
Year Plan and indicates the scope of assigtance which could be fortheoming from
the Special Fund. It goes on to state more generally that the role of the
Special Fund should not be conceived essentiazlly as one of financing certain

types of prejects; its essential aim should be to permit under-developed countries
to undertake larger and more balanced progroammes of development by rendering
assistance of the kind not available at present. The Government of Turkey states
thet it is making great efforts to lmplement & vast economic development prograume;
but it is faced with difficulties ih securing long-term loens which would help it
to achieve this progremme; for this reason many essential projects could not be
started., The Government of Tunisia suggests & procedure by which allccations

from the Special Fund would be directly integrated into the investment prograrmes
of under-developed countries (in reply to gquestion &),

L, The Governments of Ecuador and Ceylon stress the more general definition of
the role of the Special Fund proposed by the Ad Hoec Group of Experts headed by

Mr, Scheyven, namely, thet "it would be the function of the Speciel Fund to

Tinance eny investment, whether economic or sociel, in under-developed countries,

which was part of a coherent programme designed to attain the meximum rise in
national income and vhich could not be fully financed by private cepital, the
International Bank or any other loan waking institutions".éi/ The Government of

the Netherlands, on the other hand, while agraeing with the larger definition of

the Specilal Fund's role, as quoted by the sbove, believes that financing beyond
the infrastructure would be rather ambitious; it points out that expectations‘
may be ralsed that cannot be fulfilled within a measurable space of time and that
it would seem desirable, therefore, that, at least during the first few years,
the task of the Special Fund should be restricted to the infrastructure proper.
45, Integration of the Special Fund's assistance with éxisting development
programmes is also explicitly favoured by the Governments of Colombia, Indonesis,

Norway,ég/ Sandi Arabia,ég/ the United Kingdom and Yugoslavia. This approach

31/ Special United Nations Fund for Economic Development, document A/2906,
paragraph 13, in fine.

32/ In reply to question 7.
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1s considered particularly desirable asuit is sald to permit greater flexibility
in the Special Fund's operations. The éovernment of Indonesia expresses the view
that the stetute of the Special Fund shmuld meke 1t clear that its fundamental
purposge 1s Lo asslst in the implementation of over-all national development
progremmes, even although inltiaslly ﬂts activities may have to be limited to
Tinencing of the economic and sccial 1nfrastructure. The Government of Yugoslavia
stresses the fact that projects dealing|with the economic and social infrastructure
are on the whole specific for =ach counﬁry and for each national programme, and
uay sometimes vary in scope end in importance, therefore, the role of the Special
Fund should not be confined in advance to a8 very limited cr narrow field of
action, on tbe contrary its operations %hould have sufficient flexibility to

allow it To accomplish its purpose of c¢-cperating actively in the work of
gconomic development, The Government o% Colorbia beliaves that it would be much
more useful to the countries conceruned if the assistance of the Special Fund could
be granted on a long-term basgis so thatHit would be feasible to draw up long-
range development programmes.

D seir-1iquidating and non—aelf—liquidétiﬁg projects

46, The view of the Ad Hoc Group of Exﬁerts that assistance by the Special Fund
ghould not be limited to non-self-liqnidating projects— 33/ is supported expressly
by the Governments of Ceylon, Colcmble, |[Ecuador, the Hetherlands and Turkey

(in replies to questions 4 and 7), and ﬂmplieitly by those of Afshanistan, Israel,
Italy end Yugoslaevia, In the view of tﬂe Government of the Wetherlands, the
gconomic and soclal infrastructure may normally include self-liquidating projects

such &8 power stations which cennot be financed by either private capital or
commercial loens, owlng to the subsequeqt transfer difficulties which such
methods of finencing may entail., A slm%lar view is expressed by the Government
of Ecuador, According to the Government of Colombia, the Special Fund should
give priority to non-self-liquidating projects, ‘but, if a project is self-
liguidating but cannot be carried out fqr lack of domestle rescurces or
international financial support, it shoqld also receive aesistance from the
Speciael Fund if i¥ is likely to be of bénefit to the general economy of the

country.

33/ Special United Nations Fund for Economic Development, document Af2906,
paragraph 13 l /

|
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47. On the other hand, the Government of Pakistan emphasizes the role of the
Special Fund as a means for financing non-self-liguidating projects related to
basic development and observes that facilities for finencing other sectors of
economic development, if they are worthwhile and likely to be economically sound,
are generally available. The Govermment of Brazil only mentions non-self-
liquidating projects which would accelerate the development of the basle sectors
of the economy. The Government of Costa Riéa states that it would consider the
Special Fund as & source for the financing of non-self-liguidating projects,

thus freeing national savings for investment in directly productive projects,
The Government of the Federal Republic of Germany is of the opinion that the

Speciel Fund's resources should be used for non-self-liquidating projects

necessary for healthy economic development. According to the Government of
hustralia (reply to question 4) assistance from the Special Fund should principally
take the form of grants-in-aid which should be limited to p:ojécts from which theres
would be no identifiable return of income or from which the return of income would
be slow. The Government of Egypt, in ite reply to question k4, similarly assumes
that most projects finsnced by the Special Fund would be non-s§lf-liquidating and
low-yielding profits. The Govermment of Tunisia, in its reply to guestion b, ‘
notes that the nature of the projects to be assisted are of a nom-self-liguideting
nature.

48. In comnexion with these distinctions, it is often stated thet the Special

Fund would only finance projects for which private capital or international
financial resources, especially those of the Internmational Bank, are not available,

Such & vlew is expressed by the Governments of Belgium,é&/ Chile, Colombia, the

Dominicen Republic, Ecuador, Heiti, India, Indonesia, Israsel, the Republic of

Korea, the Netherlands, Norway and Pekisten, and is implied in the reply of the

Government of Theiland. The Government of the Dominican Republie, furthermore,
gtresses the particular value of the Special Fund in attracting private cepiltal,
‘especially through the recently established International Finance Corporation.
The-Government of Belgium is of the opinion that States desiring assistance from
the Special Fund should be required to give an underteking to ensure that existing
or fubure investments in the country receive falr treatment, to gusrentee such
investments against expropriation or requisition, and to permit the repatriation

of their yield.

3_4/ In reply to question k4, / c
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Financing locel costs and indirect forelgn exchange requirements
|I
h9. The Govermmente of Ecuador, Indis, Nepal and Thailand suggest in their

replies that the Specisal Fund should alao‘finance local costs and indirect forelign

exchange requlrements of development projeots. The Government of Ecuador notes
that there is no mention in the report oﬁ the Ad Hoc Group of Experts of the type
of project costs that the Special Fund wopld be entitled to finence. In the view
of this Govermment, the Speclal Fund shoqld be empowered o assist in financing
not only foreign currency costs of progeqﬁs but glso local costs provided that
the projects themselves and their integrﬂﬁion with genersal development programmes
offer s sufficient guarantee that the ianstmentlwill not have undesireble effects. .
The Government of Thailand similarly refers to local costs and indirect forelign
exchenge reguiremente by ineluding in the projects to be Pinanced by the Special
‘Fund those which are partly filnanced by the Tnternational Benk or other external
sources; in such cases the Special Fund might be required to meet part of the coste
which the Government cannot finance wmthout causing serious inflaetion or deficit
in the belence of paymente. According tohthe Government of Nepal, the Speclal
ﬁhnd might also be regarded as a possible'source of finsncing commodity imports
which could be converted into local currency or "counterpart" funds to be used in
the finan01ng of needed development progrﬁmmes - in cases where adeguate internel
financing could not otherwise be prov1dedw this, however would require appropriate
safeguards to prevent the Special Fund frém becoming & "eruteh" that wight relieve
participating governments from exerting thelr own best efforts for economic
development. The reply of the Government,of India similarly assumes that the
Sﬁecial Fund would setisfy indirect forei&n exchange requlrements when it states
that the Special Fund should finence proj$ct5 whlch do not elways quaelify for

loans from existing orgenizations which employ the criterla of creditworthiness end
which are intended meinly to finance the ﬁlrect foreign exchenge costs of
individual projects,

Right of the contributors to specify the dreas of aid
| ‘

50. The Govermment of Belgium (in reply ﬁo question L) considers that the States
which will be called upon to finasnce “the Spe01al Fund sghould be able to reserve
the right to specify the areas they wish to benefit from their contribution,

[ooo
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or at any rate from pert of 1%; such & provision would certainly help to atiract
large-scale investore who at present prefer to invest under bilateral programmes;
it would not, moreover, impalir the principle, 80 far adhered to in ell assistance
programmes, that the countrles concerned remein entirely at liberty to request,
accept or refuse such technical or finasncial eid as the United Wations may offer
them.

Hole of the Special Fund in faclliteting migration

51. Three governments mention the poasible role of the Special Fund with regerd
to migration: +the Government of Chile mentions immigration for agricultural
settlement among the projecte which could be finenced by the Special Fund; the
Government of Ttely recalls the suggestlon mede in the report of the Ad Hoe
Group of Expeéggzz% to the effect that the Speciel Fund ghould help to increass
the international mobility of labour; the Government of Italy goes on to suggest
that the Special Fund could mske a contribution towards the solution of cne of
Ttaly's economic problems by helping to create in other countries conditions
favourable to the settlement of Italian emigrants, The Government of Israeléé/ G:
considere that the Special Fund might finance migration where such outlay would
yield full return in penefite to the migrants and to the country receliving them.

Role of the Special Fund in co-ordinating sid programmes

52, The Governments of Cambodile end Canads suggest thet the Special Fund might

in addition to its financing activities also asslst in co-ordinating aid programmes
of other agencies. In the view of the Government of Cambodie 1t seems
indispensable that the efforts of these various financing agencieg should be
concentrated, It seems eguelly necessery to Introduce flexibility into these
agencies’' methods of operation and simplify theilr administration. The Govermment
of Canade suggests specifically that the Speclal Fund, upon reguest, assist in
various ways the arrangement of,bilateral.aid progremmes, in paerticular by
agsisting countries which have bilateral aid progremmes in selecting projects or
administering thelr progremmes; it further could alsco fecllitete the co-ordination

35/ Special United Netions Fund for Economic Development, document A/2906,
page 3, footnote 7. '

36/ In reply to guestiom L., / q
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of ald programmes by collecting and disﬁeminatipg information, in particular by

: ‘
publishing, annually, reports on the aid supplied by each of its members - whether
that aid is supplied bilaeterally, or thﬂough gome other international organization,
or through the Specisl Fund,

Indirset role of the Specisl Fund in exﬁanding international trade

53. The Govermments of Austria, Denmark, Japan and Polend emphasize the lndirect

beneficliel effects which they expect frmm an expansion in inbternational trade
trought about by the Special Fund's assi%tance to under-developed countrlies, For
the Govermnment of Austrla, the effects %f operations of the proposed Special Fund
with regard to the Austrian economy wouid depenﬁ on the size of Austrian
contributions and upon the nafture and f#rm of the Special Fund's assistance to
under-developed areas; the guestion wheﬁher the Austrien export industry would
participate in such assistance would be“of importance, for instance, if the
members of the Special Fund could deliver investment goods to under-developed
countries on a competitive basis. The ?overnment of Demnmark expects that an

. expansion of economic activity in the l%ss developed areass initleted through the

Special Fund would cpen up new posaibilities of Denlsh trede with such areas,

The Governmment of Japan believes that iﬁcreaséd;standarda of living in the under-
developed countries brought about by essistence from the Special Fund will have
favourable effects on her economy via aﬁ expension of trade with such arces. 1t
considers it desirable, therefore, thathaasiatance from the Special Fund should be
directed to projects epgential for 1nternational economic development rather then
to the development of individusl countries, during the initial period of the
Special Fund's operations, joint intern%tional undertakings should be taken up

as the principal projects of assiatancei It is the expectetion of the Government
of Polend that the Specisl Fund would c&ntribute to the development of
international trade relations; and thus“have some indirect influence on the
reglizetion of ite own development plan%.

" | [oes
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Role of the Special Fund in ensuring world economic stability

5k, In its reply to question 8, the Government of Spain expresses the view that
the Special Fund would, under certain circuﬁstances, also be an effective
instrument for ensuring greater world economlic stability, Many of the advanced
countries now have various ingtitutional devices which could prevent an economic
crisis within thelr borders, but there is no international agency to perform the
same funcblons by co-ordinating the efforts of the various countries, If the
Specilal Fund could receive special donations from the more developed countries
vhen world economic activity is contracting, its gbility to finance the under-
developed countries would be greatly strengthened, AL the same time a substantial
inecrease would bekcreated, thirough the multiplier effect, in national income, in
both the donating and the receiving country which would permit an expansion of
world economic activity. The propogel involves no substertisl change in the
statutes suggested for the Special Fund; it merely requires that the Fund should
be authorized to recelve apeciel contributions from member countries. As the
Special Fund will, in all probebility, have insufficient finenclasl resources to
carry out all the programmes proposed to 1%, it could quickiy set in motion
additional large-scele investment projects, as it would have a reserve of
prograrmes which had been finalized and worked out to the last detail, Any special
donations the more developed countries might decide to meke could therefore be
invested with e minimum of delay. Purthermore, if the General Assembly decided to
use the resources and opportunitles of the Special Fund to pursus e world-wide
anti-cyclical policy, many countries would be eager to prepare plans to strengthen
the;r development progremmes, with a view to applying them in the event of the
onset of a world depression, on the understanding that they would then receive
grants from the Special Fund which it would not be in & position to offer under
normgl circumstaices. The Special Fund would thus have a substential reserve of
projectes which could be qpickly initiated to co-operate'with national anti-cyclical
policies and to ensure greater world economle stability.

fooo
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2, DNature of contribw%iona to the cperational
budget of the Special Fund
: .

1| .
Fifty governments commented on thﬂé question,

Reneweble commitments or capitel subseriptions

55. The following governments recomme&& or enﬁisage that contributions to the
Special Fund should teke the form of réﬁéwable government commitments elther annual
or periodic: Belgium, Burme, Chile, China, Colombla Ecuedor, Ethiopia, Haiti,
Indlia, Indonesis, Israel, the Republic pf Korea, the Netherlands, Norway, 57/
Pakisten, Switzerland, Tunisia, Turkeyé?/ and Yugoslaevie. At the same time, some
of these governments, namely Chile, Chiia, Colomwbisa, Ecuador, India, the

Netherlands and Switzerland, express concern ebhout the uncertsinty which would

attach to such arrangements. For this reason, these governments {and also the

governments of Ceylon, Cuba, Pakistan a?d Wew Zealand) suggest that contributing
governments underteke to announce long-iterm pledges or to make long-term
commitments, The Governments of China gnd Colombia endorse the suggestlon made
in the report of the Ad Ad Hoc Group of Ex@erta59/ that governments be persuaded
to meke long-term pledges to the Speciq; Fund subject to thelr obtaining the
necegeary annuel parlismentary approvahp The Government of Colonbia reccmmends
thet government pledges should cover & perlod of not less than three years. The
Government of Cuba 31m11ar1y observes ﬁhat in light of The experiences gathered
in the Expanded Programme of Technical hssistaﬁce, it would be highly desireble
1f sovernmentes could make commltments ﬁpr a period longer then a year, whenever
legiglation permits, According to the}bovernmént of Pakistan, contributlons
should be pledged for two years and atf&he end of this pericd, renewed for a
period of two or more years esccording ﬁp the exigencies of the situstion., In the
view of the Goverrment of Ethlopia, coﬁkributing States should give an undertaking
"

37/ In reply to guestion 3.
38/ 1In reply o question 3,

39/ Specisl United Natlons Fund for Equnomic Development, document A/29C6,
veragraph 17.
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to pay annual instalments or speciai ingtalments of the'original sum &t a rate

to be agreed upon with the Special Fund, end should also, if possible, underitake
to meke future contributions toward the replenishment of the Fund vhen this
becomes hecessary. The Government of India is of the opinlon that while
appropriations to the Special Fund mey be on an annual basis, countries should
give an indication of the order of their contributions over a perlod of say,

Tive years. The Government of the Netherlands suggests that governments be
Invited to meke long-term pledges from the start. Ihe Tunisian Government
suggests that participating States undertake to make reguler and steble
contributions over a period of years in order to ensure a stable budget to enable
the Special Fund to work as effectively as possible; in particular, the amount

- of contributions should not be reduced during the years following the initial
establishment of the Speclal Fund, in order to permit the Fund to finance long-
term investments. | ,

56. According to the Covernment of the Republic of Viet-Nem, the Special Fund
should be a banking establishment consisting of the subscriptions of member States
purchesing shares; the capital subscribed should be divided as follows: 1 per cent ‘
in US$: 19 per cent in the currency of member States, which may be lent only with

the latter's consent; the un@aid 80 per cent should form & guarantee fund., Like
the International Bank, the Special Fund would engage, accdrding to this
government, both in borrowing and lending operations. In the opinion of the
Govermment of Chine, vhile funds for grants-in-ald must come execlusively from
contributions (presumebly of a periodic nature), funds to make loans could be
derived elther from periodie éontributions or from capitel subscriptions or even
from bond flotations in the open merket. The Covernment of Greece similarly
gtates thalt efforts shouid be made to increase the Specilal Fund's resources by
having recourse to the money market, The Govermment of the Republic of Korea

is in favour of a form of capital subscriptions combined with amnuel contributions.
57. As regards possible non-governmental sources of finance, the Government of
Haiti observes that the possibility of private gifts or gifts by philenthroplc
institutione should not be excluded. The Govermment of Yugoslavis is also
favourable to contributions from non-govermmental orgenizations, with the proviso
that such contributions should not carry the right of perticipation in decisions

[un. *
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relating to the management of the Special Fund. The Government of Syria, on
the other hand, expresses itself agalnst subscriptions by non-governmentel or
private organizatlons. The Governmept Ff gggg; suggests that contributions
could be supplemented, in some instances% by arﬁangements for mutual agsistance

ameng countries receiving assistance.

Determination of contributions

58. The following governments are explikltly in favour of voluntery contributions:

Australia, Austria, Belgium, Bolivia, Burma, Canada, China, Colembia, Beuador,

Ethiopla, France, Heiti, India, Indonesi%, Iran, Japan, New Zealend, Pekisten,

Poland, Switzerland, Tunisia, the Unionlbf Soviet Soecilellst Republice, the

United Kingdom and Yugoslavisg. On the§bther hand, the Government of (reece

suggests that the capital of the Spec1aL‘Fund should be secured basicelly
through a compulsory contribution of member States. The Government of Spain
suggests a combination of compulsory an&ivoluntary contributions; in principle
contributions should be compulsory to p%%mit the preparation of proper budgets

of disbursements; on the other hand, odbasional voluntary donations would ensble
the Spedel Fund to carry out the anti- cycllcal policies envisaged for it by

this Government. The Government of Cemﬂon and the Netherlands observe that a

system of contributions to be determlneijaccording to a fixed scale should be
preferred to a system of voluntary contﬁibutioné, while the Government of Israel
also suggests that the fremework of all%bontributions should be & system of fixed
annuel. shares so s5 to ensure a large mﬂﬁsure of stebility in advanced budgeting.
The Government of Chile similarly favoune the establishment of & proper scale

for contributions, while the Government of Denmark is of the opinion that the
nucleus of the Special Fund should consigt of contributions made eccording to &
scale based on general principles. Thq}Government of Thailand suggests that
contributions to the Special Fund should}be shared among the members on the basis
of certain formulas. The Government oﬁ Cenada considers that appropriate
arrangements should be agreed upon among potential contributors for the initial
provision of adequate operationsl funds“and subsequent contributions should be
voluntary. Concerning the additional qutributlons which may be forthcoming out

fovs
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of savings from disarmamentgg/ the Geovernment of Yugoslavie believes that it
will probably be necessary to modify their voluntary character and the conditions
of their convertibility; +this, however, will be decided by the General Council
when the appropriste moment arrives. The Government of Israel suggests that,

as savings are made from disarmament, these should automatically be accompanied
by a contribution to the Speclsl Fund, of, say, 20 per cent of each such saving;
such contributions to be decressed ennually on a scale of one percentage point
per anmum so that the e¢ *~ibution from each individual saving would come to an
end efter a period of twenty years.

50. Regarding the criterla which may be burne in mind by c.ountries in deciding
on their contribution, the following are suggested: economic strength, measured
by such elements as natlional income, per capita income, population, ability to
pay; normal budgetary expenditures, armament expenditure, foreign exchange
resources, relative position in the world econom;, contributions of other
countries, contributions to *he United Nations, the Expanded Progremme of Technical
Assistance, the specialized agencies, especislly the Internaticnel Bank, the
Internationél Monetary Fund and the Tnternational Finance Corporation, and savings
resulting from & reduction in expenditure on armaments. The Govermment of
Austria suggests that contributions should depend on the finaneial possibilities
of the coﬁntries concerned. The Govermment of Yugoslavie specifically endorses
the suggestions conteined in the report of the Committee of NinéE}/ {economic
strength und resources, per caplts netionel Income, rate of investment and
accumulated foreign reserves in relation to import needs).  Other governments

which suggest specific criteria are: Afghanistan, Belgium, Bolivia, Burma,

Cambodia, Ceylon, Chile, Colombla, the Dominican Republic, Ecuador, Egypt, Haiti,

India, Indonesim, Nepal, Pakistan, Spain, Switzerland, Syrie, Tunisia and Turkey.

The Government of QEEEE suggeste the limitetion that there should not be eny quote
share for each contributor based on its trade position, efc,, a8 In the case of
the International Bank or the International Mbnetafy Fund. The Government of
Ceylon observes that it would be an added drain ca the resources of the under-

developed countries to contribute capital on the same scale es weas done in the

4o/ See summary of replies under question 3, paragraph 80.

E}/ Report on & Special United Nations Fund for Economic Development, document
E/23%81, paragravhs 38, 39, 41 end L2,
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case of the International Monetary Fund o# the Iﬂternational Bank., According to
the Government of Cembodis, the contribution of the under-develcped countries
should be merely of a token character.

60. Concerning the determination of such<criterxa, the Government of Yugoslavis
suggests that they may be defined either in the present Ad Hoc Committee or at the
Constituent Conference of the Speciael Fund. The Government of Indie proposes that
certaln genersl criteria of ebility to pay should be laid down from time to time
by the United Nations General Assenbly anﬂ the Specisl Fund which may be borne in
mind by countries in deciding on their cohtributions. The Govermment of Pekistan
states that the members of the Special‘Fubd shouid by convention agree to contribute
in proportion to their contributions to the United Nations. The Government of
Poland, for its part deems it unadvisablé,to esteblieh stiff rules as regards the
nature and the amount of contributlions; ;Ehis should be left to the decision of

the governments concerned.

Form of contributions: convertibility 1nto other currencies

6l. The governments of Afghanisten, Burma, Chile, Costa Rica, Czechoslovakia,

JEcusdor, Ethiopia, Finlend, France, Indla, Indonesia, Iran, Japan, Norway, Spain,
Tunisie, the Union of Soviet Socialist Régyblics,_the United Kingdom, end Yugoslavia

are of the opinion that contributions should teke the form of local currencies.
The Government of Tunisis states, however, that participating States would have
the option of making contributicns in foﬁéign CUrrency. In the view of the
Government of Australie contributlons inﬁlocal cﬁrrency ghould be permitted by
ervangemeht. The Govermment of Poland éhggests that governments should be
elloved to make payments in cenvertible ds well as inconvertible currencies.

The Governments of Burma, Chile, Ecuador; Ethiopia, Tndia, Indonesia, Jepan,

Norway, Tunisie, the United Kingdom, an&‘xugoslav1a either explicitly or implicitly

support the recommendations of the Commit tee of Hine,ﬂk/ that these locel
currencies may be convertible only to the extent that the contributing country
permits. In the opinion of the Governm%nt of Ecuador, vhile in meny cases it
will ﬁé impossible to use fully all the épecial Fund 's holdings of inconvertible

currencies, this is the only way, in view of the balance of payments position of

42/ Ibidem, page 52, recommendation 9.
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meny of the under-developed countries, in which i1t will be possible to secure

the participation in the Special Fund of a sufficient number of governments;

in any event, -this arrangsment could be limited at a later stage and a number of
hasic currencies in which contributions would bhe accepted could be designated.

In this connexion, the Govermment of Ecuador concurs with the view expressed in
the report of the Ad Hoc'Group of Experts concerning the possibility of
establishing the Special Fund for en experimental period of five years. In the
viewvy of the Govérnment of Norwey, since it must be assumed that meny countries
would be unable to contribute if the Special Fund. had general authority to demand
contributions to be converted into any given currency, it would be possible to
aceept the reservation that such conversion cammot teke place without the
contributors! prior consent; contributing countries should be under the cobligation,
however, to be as accommodating as possible so that contributions can be rationally
used,

62. In the opinion of the Government of Yugoslavia the continuity of operations
end flexibility in their financing will require theat the Special Fund dispose of
fairly large sums of convertible currencies; the present Ad Hoc Committee or the
Conetituent Assembly could therefore address an appeasl to governments which have

a strong foreign trade and foreign financlel positicn, ﬁrging them to make
convertible, either the totel smount of their contribution or, at any rate, its
largest part. In the view of the Yugoélav Government, it is desireble, in
particular, that govermments which are members of the Eufopean Payments Union,
meke their contributionstransfersble within the framework of the European Payments
Union, both on the occasion of the use of the western European contributions and
on the occasion of the repayment of loems to the western Eurcpeen countries. A
more general statement along these lest llines is made by the Govermment of the

United Kingdom, noting that it is not intended thet governments which already

maintein convertible currencies, or even transferable currencies, and are in
strong creditor positions should impose on the transfer or conversion of money
subseribed to the Fund restrictions more severe then those applied to other

current transactions.

63. The Government of Czechoslovakia is of the opinion thet actual amounts and
utilization of contributions in local currencies would be & matter to be determined
by mutuel agreement between the Special Fund and'fhe contributing and recipient
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country. To avold convertibility via third merkets, the Government of India
insists that the Specisl Fund should limi% the use of the local currencles at its
disposal to the purchase of goods and se#vices directly required for essistance
to other countries; purchaese of goods anﬁ gervices for sale in third markets
with & view to obtaining other currencieshwould violate the principle of
contributions in locel currencies unless %he contributing country specifically
approves such purchase,. The same view is shared by the Government of Colombia,
sccording to vwhich a contribution should be used for the purchase of goods and
services in the contributing countries. In the view of the Government of Spain,
contributions paid in non—convertible.cur#ency CDbld be used in the territory of
the contributing country to purchase good$ and services needed for fhe development
of the countries receiving aid; however,ﬂalthough this method of finemcing the
Special Fund is considered appropriate:soﬁfar as the under-developed countries
are éoncerned it is not epplicable in thé case of the developed countries;
contributions made by developed countriesrin convertible currencies or in
currencies vwhich, like the pound sterllnaP are convertible over an extensive ares,
should be made availeble to the Special Fpnd without eny requirement that they
bmust be used to purchase products or goodh of the contributing country. When
local currencies are converted into other currencies, the Government of Japan
observes that these shall not be utilizedhas a méans of settlement of commodity
trade nor for military purposes.
64. The Government of Canada states that!all contributions should normally be
made in convertible currencies., This vﬁ%w is shered by the Governments of the
Republic of Korea (in order to facilitaté{the smooth operation of the Bpeeisl
Fund) end Thailend. The Government of QEEE suggests that even though some
contributions may be mede in non—convertﬂble currencies, this should be limited

to no more than 50 per cent of the contrﬁbution of any one member State. 1In
the view of the Government of the Netherihnds, in order to meke the Special Fund
as effective ap possible, there should bé?aé few restrictions as possible on

the mamnmer of spending the contributionsq; for that remeson, this government
conslders a largs degree of convertibilit& desirable. According to the
Government of Turkey, it is adviseble tham contributions be made in convertible
end herd currencies; hovever, consideraﬂion should be given to under-developed
countries which suffer from balance of pqyment difficulties so that they cen

| contribute in thelr own currenciles. /
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65. Five other govermments comment on the need for some convertibility. The
Government of Colombim mgrees with the recommendation of the Commitiee of Nine
that contributions should be payable in local currency, however, this should not
be an absolute rule as it might be desireble to decide that a certain percentage
of contributions should be in hard currency, which would greatly facilitate the
working df the Special Fund. According to the Government of the Federal Republic
of Germany, contributions should be only in convertible or restrictedly

convertible currency (transferable account sterling or restrictedly convertible
DM). In the opinion of the Government of Denmark, contributions of countries
vhich are not in balance-of-payments difficulties should, as & general rule, be
made convertible into other currencies. The Govermment of New Zealand, in general
agreement with the recommendation providing for locel currency contributions, feels
however, that the flexibility of the Special Fund's operations would be enhanced if
some part of each contribution were made avallsble autometicslly in convertible
currencies. The Government of the Republic of Viet-Nem, which supports the

‘idea that the Speciél Fund should be a banking institution, proposes & scale of
capltal subscriptions vhich would include a fixed percentage 1n convertible

CUrrencies.

Form of contributions: convertibility into needed commodities and services

66. The Govermment of the Netherlands, whose view it 1s that there should be
as few resirictions es possible on the manner of spending contributions, believes

that it would be wrong to restrict the use of contributions as to the purchase

of specific goods and services. This is also the view of the Government of

Burma which believes that contributions of this kind would create meny difficulties
in the way of effective coperation of the Special Fumd. According to the Governmen
of Switzerland, participating countries should be seble to make stipuletions
concerning the use of their contributions, particulerly, with respect to the
purchase of equipment produced by them or payment for services which they woﬁld
Supply. In the view of the Govermment of Australia coatributing countries should
be permitited to impose restrictions on the spending of their contributions on
scarce goods and services., According to the Government of Indla, in the use of
the loecal currency at the disposal of the Special Pund in = spécific country, the
cpergtions of the Fund should be governed Ty tke normel export regulatiomns of the
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country concerned; apart from this prOV1$o it would not be desirable to permit
contributing countries to earmark the useﬂof their contributions to the purchase
of specific goods end services. In the yilew of the Govermment of Yugosiavia,
it should be decided by agrecment betweenﬁthe Speciel Fund and the participating
country which specific categories of goodg which are usually export items may
be purchased for such currencies; the présent 44 Hoc Commlttee of the General
Assenbly or else the Constituent Assemblyucould also Aecide that a defined pert

of the contributions could be used for th% purchase of export surpluses.

Contributions in the form of goods and seﬁvices

67. The governments of Australia, Austrié, Belgium, Brazil, Chile, Czechoslovakia,
France, India, Indonesia, Isrsel, Italy, Japen, Poland =nd the Union of Soviet

Socialist Republics envisage that contrib&tions to the Special Fund be alsc

made in the form of goods and services, iﬁor the: Government of Austria, payment
of contributions in convertible currencie%iwould be particularly difficult and
contributions in kind would be preferableii The Government of Brazil suggests
that contributions be made both in currenqy and in industrial machinery and
kequipment. The Govermment of Czechoslovakla states thet its contribution would
be principally in the nature of equlpment,qmachlnery and materials, according
to the requirements snd wiches voiced by'the recipient country concerned. The
Government of Poland specifies that gover 1ents should be iree to make
contributions both in cash and kind. The | Government of Israel suggests that
its contributions might consist of commoleles ia which it has an excess capaclty
after meeting local requirements and exPort possibilities. In the view of the
Government of Itely, contributions should pe as large and varied as possible
(whether cash, services, capital goods, technical assistance e.c.} so that the
assistance the Speciel Fund will give wlll”meet multiple weeds. According to
the Government of the Union of Soviet 8001slist Republi g contributions to the

Specieal Fund should be made in the nationa“ currency or in kind (supplies of

equipment, machinery and materials).

68. Despite their reservations concerning jcontributions in kind, the govermments

of Chile, France, India, Indonesia, Israel lend Jepan would agree to the principle

that such contributions be permitted in ex#eptional cilrcumstances or within
certain limite. The Government of Chile,

Por exsmple, states that contributions
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in kind might be allowed, provided their amount represents a reasonable percentage
of the total contributicn. The Govermment of India similarly believes that the
Special FPund should accept contributions in kind in exceptional circumstances only
and that steps be taken to ensure that such contributions do not assume
unreasoneble proportions in relation to the total resources of the Fund. In the
view of the Govermnment of Japen, contributions in kind will be admitted if so
desired by the contributor but it will have to be approvea by the Executive Board
vhich, when teking its decision, will teke into account the internaticnal effects
of such contributions. Similarly, the Government of Indonesia states that, in
regard to contributions in kind, appropriste measures should be taken to ensure
that no operations of the Speclal Fund involving these contributions will have
unsettling effects on the prices of primery commodities. According to the
Government of France contributions in goods and services could be admitted in
certain cases, if they correspond to real needs of the recipient countries and
provided they do not interfere with normal commerecial trensactions. In the view
of the Govermment of Israel, the types and quantities of contributed commodities
would have to be limited where this supply to the Speciel Fund would constitute
too heavy a drain by absorbing foreign exchange components.or by disﬁlacing foreign '
exchange esrnings; 1t may appear advisable for the Special Fund to accept from
Isreel, as well es from other countries, only such commodities as would be in
direct demand for a Fund project in any of the participating countries, and not

to engage in commerciel transaections by selling goods on the world market in

order to obtain the necessary fﬁnds for purchasing other materials to supply to

a project. ‘

69. The Governments of Burma, Cambodia, China, Colombia, Ethiopis, Egypt, Norway
and the United Kingdom oppose contributions in kind. The Government of Syria
states that contributions should be mede in cash. The reasons adduced by scme

of these governments sgainst contributions in kind are that such contributions
would render the administration of the Special Fund very difficult (Burma, Colombia,
Fthiopie), that they would place it in a delicate political situation (Norway)

and that from an economic point of view, under-developed countries should be given

the opportunity to buy wherever possible the most efficient machinery and the
equipment best suited to their specific purposes (China). According to the
Government of Cambodim, experience has shown that the actual yield of contributions

in kind 1s generally poor, since the conftributing States oftén tended to overvalue
hY
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them and are tempted to use them as a medbs of disposing of various surpluses.
The Cambodian Govermment also cbserves tﬂht contributions in the form of expert
essistance should be expressly excluded;‘jsuch aésistance should continue to be
the exclusive function of bodies within the United Wations orbit such as the
Technicel Assistence Administration, WHO, FAO, UNESCO and TLO.

T0. As regards contributions in the form of surplus commodities the Governments
of Ceylon and of the Netherlands point to the considersble diserepancy, bhoth in
quality and in guantity which often exists beitween tre supply cf the countries which
have surpluses available, and the demand bf countries in need of assistance.

The poseibility of the market being‘distuibed by an excessive supply of surplus
commodities by the Special Fund and the resistance which such an event might
srouse ' e also pointed out by these govéfnments. Therefore, the Netherlands
Government is of the opinion that only in exceptional circumstences should
surplus commodities be aécepted as 8 contribution and that the proportion of such
contributions should be limited as comparéd to the totel rescurces.
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3. Initial sum to be collected before the Special Fund should
start its operations

Fifty governments commented on this question.

Initial minimum sum

71. The governments of Afghanigtan, Austrie, Burma, Chile, Ceylon, Czechoslovakia,
Ecuedor, Ethiopia, the Federal Republic of Germany, Haiti, India, Iraﬁ, Isracl,
Japan, the Republic of Korea, the Netherlands, Saudi Arabis,Spain and gwitzerland
consider that while the initial sum of $250 million envisaged in the report of the
Committee of Mine—= 43/ would be desirable -« or even neceséary - the Speclal Fund
could be established and start operations with less than this sum, as has been
suggested by the Ad Hoc Group of Experts.gg/ The Government of the Union of Soviet
Socielist Republics supports the proposal by India and a number of under-developed
countries that the Special Fund might begin operafions with an initial sum of

$100 million in contributions, andlnot $250 million as the United Netions
Committee of Experts (Committee of Nine) proposes, the intention being that the
initial sum will be supplemented inter alia by & portion of the resources released

as the result of the attainment of agreement on the reduction of armements and
military budgets°

The governments of Chile, Ecuador, Ethicpia, the Federal ﬁepublic of Gerﬁany,
Iran, Japan and Switzerland expressed this vlew in general terms without indicating
the lesaer sum which they would envisege. The governments of the Netherlends
and of Saudi Arabla believe that the Special Fund should or could start operations
with one-fourth or one-third 6f the proposed $250 millicn; the Governments of
Czechoslovakia and India indicate a sum of $100 million; the governments of
Afghanistan, Austrie and Israel $150 million; renges from $100 million to
$150 million and $200 million do $250 million are indicated by the Governments of
Ceylon and Burmas and the Republic of Korea respechbively. The Government of Spain

&2/ Beport on & Special United Naticns Fund for Economic Development, document
E/2381, pege 52, recommendation No. 6.

L/ Special United Nations Fund for Economic Development, document A/2906
paragraph 27.
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considers that the funds available to th& Specigl Fund during esch of the Ffirst
five years of its operaticns should not ﬁe less then the amount distributed
annually. to the under-developed countries by the International Bank (150 to

200 million dollars); a fund of about $250 million per annum would appear
reasonable for this test pericd. The deernment of Haiti indicates also that
contributions during the first year would probably not need to total more than
$200 million-éé/ The Government of the Netherlends draws sttention to the fact,
already emphasized by the Ad Hoe Group of Experts, that capital investments in the
under-developed countries must necessarily be slow In the initiel phase. This
Government therefore believes that the Special Fund should be in a position to
begin operationé on an initial amount of $62.5 million, i.e. one guarter of

$250 million, as recarmended by the Committee of Nine.Eé/

T2. The Govermments of Ecuadcor and Japan which believe that the Special Fund

‘would not have to wailt for the collection of the $250 million emphasize the fact

thet if esteblished on a more modest scale, the Special Fund would have to deal
only with the most urgent needs or with scme important projects. The Government

of Ethiopia considers thet it would suffice if a firm underteking were given by the
contributing goveruments to pay the mdney_by instalments or as mey be otherwise

agreed, without waiting for the whole sum ftc he collected; operations could begin

5/ The Governmment of Haiti makes a distinction between establishment and

T administretive costs and the operational budget: if "initial sum" is intended
t0 mean the capital set aside to meet the initial establishment costs and the
administretive expenses for the first two or three years, it is probable, on
the basls of relevant comparisons with the Internaticnal Bank or the
International Monetary Fund, that fiwve million dollars would be amply
sufficient; after that period the Special Fund's administratlive expenses
would be covered by the interest and the ccmmissions collected cn its
operations. With regard to the annual contributions for operational
purposes, contributions during the first year would probably not need to
total more than $200 million according to this Government, since the Specilal
Fund would probably not be in & positlion to undertake extenslve financing
operations during the firat year; if it is assumed tThat the United States
contribution would be ahout one third of the total, the utilizable portion
of this sum would probably not te more than $100 million, the remainder
consisting of various local currenciles which would not be convertible or
could not be utilized to pey for the operations to be carried out.

Eé/ Report on a Special United Nations Fund for Economic Development,
document E/2381l, page 52, recommendation 6..
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as goon as a specified amount, in the required currencies; to be determined

by the Executive Counell, is collected.

75. Another group of CGovernments - China, Colombia, Denmark, the Deminican
Republic, France, Pakistan, Syris and Tunlsis agree with the initial amount of
$250 million suggested by the Committee of Nine, while Belgium, Costa Rica, Cuba
Norway, Thailland, Turkey, the United Kingdom and Yugoslavis lnsist on 1t as a
minirum. The Government of Canada considers that something like $250 million,
mostly in convertible curremcies, should be an :meedia.'be prospect before an
effective fund of the type now under consideration should be set up. The Government
of Norway envisages that this sum should be pledged for the first two year,

vwhile in the view of the Govermment of Thailand, this sum would cover only the
first year. The Govermment of China, noting the opinion of the Ad Hoc Group of
Experts that a smaller sum would suffice, is of the opinion that prudence requires
that the larger sum be collected before the Special Fund starts to operate. The
Goverrment of the United Kingdom states that it would not be desifa.ble for the
Special Fund to hegin operations uwntil it were assured of substantial resoureces, of
not less than $250 million. In the view of the Govermment of Turkey, considering the
opergtions envisaged for the Speclal Fund $250 million are believed to be a very |
medest sum, but it is thought to be appropriste as an initial minimum.

T4. The following governments indicate higher sums ‘for the initial capital or
operating fund: +the Govermment of Brazll believee that, in order to glve

effective assistance to the under-developed countries, the initial sum should be

at least $250 million in currency, plus the same a:mount in industrial wachinery
and equipment. In the view of the Govermment of Cambodia, the Special Fund might
regsonably begin to operate with a cgpital of the order of $500 million, while the
Government of CGreece men'bioned $300 million, The Govermment of Nepal indicates that
an initlsl sum of one billion to two billion dollars would be-highly desira.ble

but does not believe thet s comuencement of opera.tibns should bhe postponed for want
of ideally adequate resources. The Government of the Republic of Viet-Nam, which
envisages caplial subscriptions by member States, suggests that the initlal cepital
should be in the order of one billion dollars.

feas
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75. The Governments of Cambodia, China] Cuba, Ethiopia, Italy and Switzerland
observe that in view of the lack of an édequate basls for -ascertaining the
requirements of the Special Fund, it is difficult to submit precise estimates;ﬁz/
the requirements of the Special Fund wi1ll be known only once the project is in
operation. In the view of the Government of Italy, a definite opinion is the
more difficult, since the capital of the S8peclal Fund should be such as to allow
for simultanecus intervention in several under-~developed areas, in a sufficiently
large and rational measure to prove the Speciel Fund's concrete effectiveness
within the 1limits of the experimgntal pericd, which is foreseen as of five years.
76. The Governments of Australiég Bolivia, Egypt, Finland, Indonesis, Italy,

New Zealend and Poland do not spe
before the Special Fund begins itL operstions. According to the Government of
Bolivia the minimum reguired for the Special Fund to begin operations would have
to be sufficient to enable it to undertake operations on the scale envisaged
when the establishwent of the Special Fund was proposed. The Governments of
Australia and New Zealand believe that before the Special Fund is established,

cify any precise amount as the minimum required

‘there should be an assurance that there would be'sufficient regources at its

disposal to enable operations to be effective and truly intermational in
character (Australia). According to the Government of Fgypt the initial sum
which should be collected before the Special Fund starts its operations should
be at least 75 per cent of total contributions of thirty Goverrments. The
Goveroment of Finlend ig of the opinion that the Special Fund should start its
activities as soon as the collected sun is decmed opergtional.

T7. The Govermments of Indonesiaz and Poland conslder that the guestion of the

exact initial amount should be secondary to the need for setting up the Special
Fund at an early date. The Covernment of Indonesla considers the comparatively
modest.initial operational fund of $250 million as proposed by the Committee of -
Nine to be out of proportion to the present sgcregate needs of the less-developed

47/ One Govermment - Austriam - states that it would like to obtain more
details with regard to the amount of an eventual Austrian contribution
and whether lster additional obligstions would have to be teken into
account.
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countries; however, the guestion regarding the exact initlal amount phould be
secondary to the urgency of the need for setting up the Specilal Fund. The
Govermnment of Nepal does not welleve that the commencement of operations should
be postponed for want of ideally adequate resources. This Covernment stresses
the fact, however, that a demonstration of effectiveness in using an attalnable
initial sum might be & necessary mesns tovards a progreesive bullding up of the
Speclel Fund's resources,

Minimum of particlpating countriles

78, The following CGovernments also take position on the question of whether
there should be g minimum number of perticipants end whether such participants
should include the mesjor industrialized countries: the Governments of Egypt
and Ethiopia mention the nuﬁber of thirty countries suggested by the Committee
of Nine, while the Government of Pakistan couslders that the minimum could be
twenty or thereabout. The CGovernment of the Union of Soviet Socilalist Republics
agrees with the proposal of the Committee of Nine that the Specisl Fund can

begin operatione as socon as pledges have been announced by at least thirty
States, lncluding the principsl industrislized countries as the major
contributore. In the view of the Government of the Republic of Korea,; the
Speclal Fund could begin to operate with a sum of between $200 and $250 million,
provided that the morasl and meterial support of the United States is secured.
Similerly, the Gov~ernment of gglig relies on the decisive participation of those

great Btates which, becasuse of their resources and size will bé called upon to

meke the largest contributions, as the Specisl Fund Will'require smple regources
in addition to 1ts initial cepital to enable 1t to fulfil its role; 1t is only
the co-operation, through the Special Fund, of all the Members of the

United Nations, especially those which are ecoromleally strong, vhich will

make 1t possible to achlieve higher standards of living In the under-develo ped
countries. In the view of the Govermment of the Dominican Republic, the

Speclal Fund would serve mo useful purpose i1f it began operating before the
neceggary means had been collescted end without the active participation of the
major Members of the Unlted Nations. According to the Government of

[oo
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thg Netherlgnds, the major contributors would be expected to Jjoin at a not too
distant dste. The CGovermment of Poland 'is of the opinion that the Special Fund
could start its operstions even if st the beginning it has at its disposal
relatively small funds provided thet there exists a favourable internatlonal
situation reflected, Inter alis, in the willingness of a large number of States
to participate in the Fund's operations, including those States which bear

particular responeibility for the maintenasnce of international peace and security.
In addition, a few countries make similar comments in their views oﬁ the
establishment of a Special Fund., In the view.of‘ﬁhe Government of Creece, the
participation of the economically strenger countries, which are in a position to
provide the major part of the necessary funds, must be considered as a condition
of its establishment. The CGovernment of the Federal Republic of Germany is of

the opinion that'the establishment of the proposed Fund should only be.considered
rrovided the partiéipation of the most important world trading countries -
particularly the United States of Americs, the United Kingdom and, France - is
gspured. The Covernment of Denmerk states that ae soon as the mejor industrialized

countries have declared themselves ready to participate in the establishment of
the Special Fund, the Danish Government would be willing to ask the Panish
parillament for appropriation of a Danish tomtribution. The CGovernment of

the United Kingdom considers that the membership of the Speclsl Fumd should
embrace the bulk of the Members of the United Nations; it should include both
the highly industrialized nations and those with less-developed economies, and
all should maeke a contribution. ’

Future contributions and. resources

79. The Governments of Cembodia, China, Czechoslovakis, Demmark, France, Haiti,
Indisa, Israsel, Nepal, the Netherlands, Norway, Peland, Syria, Theiland, Turkey
and Yugoslavia emphasize the facf that regular replenishment or inerease of the
Specisl Fund's repources should be esecured, The CGovernment of Cambodls states
that the suggested initisl sum of $500 million should be increased later in the
llght of the experience acguired during the early Btageé. According to the
Covernment of_ggiEE! subseguent contributions should be at least $5OO million &
year, of which only $250 million to $300 million would be utilizable since a
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substantial part of the contributions would be in non-utilizable local

currencies. The 'Government of Thailand suggests additional yearly contributions
of not less then $150 million for the next five years after the first. The
Governments of Czechoslovakia, Norway, and Polend alsc emphasize the importance
of securing long-term support and regulsr replenishment of the Specisl Fund,
Long-term support, in the vlew of the Govermment of Poland, apart from allowing
for long-term planning of the Special Fund's operations would also fecilitate an
ecarly start even with a relatively low I1nitial capital. The CGovernments of France,
India, the Netherlands and Syria, on the other hand, comsider that in the long
run, even $250 million would be insufficient to satisfy the needs of under-
developed countries end that a much greater smount will ultimately be needed. In
The view of the CGovermment of India, the Special Fund. should strive to command
much grester resources as 1t gathers experience and as its vitel role in promoting
development in under-developed countries is demonstrated by experience.

80. Additionmal resources should be forthcoming from an improvement in the
internationsl economic and politieal esituetion according to the Govermment of
Yugoelavia, and from progress made in disarmament,—' according to the Governments
of Afghanisten, Golomhia,-hg/ Czechoeslovakia, Israel, Syria and the Union of Soviet
Socialist Republice. In the view of the Covermment of Afghanistan, esdditional
sums could be provided to the Special Fund when agreement is reached on the
problem of world-wide disarmament or vhen new methods for the peaceful uses of

atomic energy sre discovered. According to the Government of Czechoslovakia,
the initial minimum sum would be replenished progressively while the rate of
increasing the volume of contributions would depend on the progress achleved in
the field of disarmement and the prohibition of a:l:.oinic and hydrogen weapcns; the
resources set free by- disarmement should form o major part of the resources made

E/ In this connexion, s number of countries express the view that the
eptablishment of the Speclal Fund should be independent of the achievement
of internationally supervised disarmement. This point is discussed in
Bection A on the views of govermments with regard to the esteblishment of
g Specisl Fund.

49/ 1In reply to question 2,

/o
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avallable to the Special Fund. The %vé@ent of Isrsel, which considere that
the initial subscription ought to be made independent of savings from disermament,
since the desire of developed countries fo assist the under-developed countries
should express itsélf withou’c-rega.rd to political tensions, introduces two
propeosals: on the one hand, assessment of contributions mey well be tied in with
armament expehdi’cures ;59/ on the otﬁer hand, as savings are made from dilsarmament,
these should sutomatically be accompanied by s contribution to the Specilal Fund
of, say, 20 per cent of each such saving; such contributions to be decreased
ennually on & scale of one percentage point per annum so that the contribution
from each individual saving would come to an end after a period of twenty years.
The Government of Yugoslaviaﬂ/ drawe attention to the solemn commitment made
by Member States in General Assembly resolution 724 (VIII) to ask their people
when sufficient progress has been made in Internationally supervised world-wide
disarmgment to devole a portion of the savings achieved through such disarmewment
to an internetional fund, within the framework of the United Nationse, to assist

development and reconstruction in under-developed countries.

e el "

29/ See summary of replies to question 2, paragraph 58
) 51/ Tn reply to question 2.
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L, Grents-in~aid and loans, their terms and conditions

Fifty-one govermments commented on this guestion.

81. Replies as to whether the Special Fund should disburse its resources in
the form of grants-in-sid end/or losns fall into Four groups. In the first

place, there are seven Governments, namely Cubae, Ezypt, Haiti, Iran, the Union

.7 Boviet Soclalist Republics, the Republic of Viet-Nam and presumebly Syria,
wiich ool teve that the Special Fund should extend only'loans to the under-
developed countries, The Govermments of Australia, Bolivia, Burme, Cambodia,

Canada, Ceylon, Chile, Lthiopia, the Federal Republic of Germeny, Indias,
Indonesla, the Republic of Korea, the Netherlands, and the United Kingdom
fall into a second group, which is of the opinion that grants-in-aid should
be the Special Fund's most important and usual method of operation. A third
group Includes the Govermments of Brazil, Czechoslovakie, Ecusdor, Finland,
Greece, Italy, Pekistan, Poland, Ssudi Arabia, Tunlsisz and Turkey which

‘ recommend that the extension of loans should be the predominant method of

operation and thet grants be given only in certain circumstences. A fouxrth

! group of Govermments - those of Afchenistan, Austria, Belgium, Ching, Colombia, ‘

Costa Rica, Denmerk, the Dominican Republic, France, Israel, Japan, Libye,

Nepal, New Zealand, Norway, Spain, Switzerland, Thallsnd, Yugoslavie - express
the view that the Special Fund should be able to extend both grants-in-ald and
| loans, depending on the clrcumstances.

82, According to the Govermment of Denmerk, in declding vhether and to what
extent the Special Fund should give assistance in the form of grents, regard
should be had to the amount of initial cepital and of capital later meda
available to it. In the view of the Government of Japan, 1t mey be necessary
to estaeblish a proper proportion between grents-Iin-aid and loens out of total
disbursements for the purpose of mepping out annuel programmes or long-term
projects.' The Government of Ecuador endorses the suggestion contained in the
report of the Ad Hoe Group of Experts,ég/that cne might establish separate
eccounts for funds to be used in the form of loans on the one hand and for funds

52/ Special United Nations Fund for Economic Development, document A/2906,
peragraph 32 in fine.

[ors |




A/35T9
E/2961
English
Page 57

~availeble for grants on the other hand; with some flexibility between the two
to provide for exceptional cases; the initial fixed contributions - which
according to the Govermment of Ecuador would be larger than eny of the
subsequent voluntary contributions - could be used exclusively for loens thus
facilitating the replenishment of the Speclal Fﬁnd, while voluntery periodical
contributions would be used for grents-in-aid and for loans repaysble in locel
currencies of which the Fund's holdings were excessive. The Government of
Ecuador agrees with the view of the Ad Hoc Group of Experts that the
egtablishment of a separate grants-in-gid fund and & separate loan fund would
not eppear to introduce insupersble edministrative or structural complications.

Grants-in-aid

85. The Governments of Bolivia, Csmbodils and the Netherlands favour grants-
in-aid mainly beceuse 1t is believed that they would better correspond to the
needs of under-developed countries. According to the Government of Bolivia the
Specisl Fund should, if possible, limit its operationa to grants, In view of

' the fact thaet there ere other international lending agencles, governmental and

‘ private. TIn the view of the Govermment of Cembodis it can be categorically

} stated that there would be no reason for the Special Fund's existence unless

it could extend grants-in-aid; the effect of confining its activities to lending

operations would merely be to add still another "banking" orgenization for
finencing national development progremmes to the numercus similer bodies
elready in exlstence or in course of being established. The Government of the
Wetherlands similarly believes that for the finencing of their economic
infrastructure, the under-developed coﬁntries need in the first place
granta-in-aid serving to supplement other forme of fimancing. The Government
of the Republic of Kores stresses a distinct advantage for graents-in-aid as

compared with loans: administrative costs will be reduced as no negotiatiouns
concerning terms of repayment ere required end no subsequent consultations

or frictlon will arise. ?he Government of Ceylon similarly believes that
grants-in-ald will have distinet adventages such a8 speed in rendering help and
ensy sdministrabtion of funds. The Government of the Dominican Republic, on the

other hand, points out that care must be taken to ensure thet the provision of

' | /..
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grants does not adversely affect internstional trede and hamper particuler
countries in the process of economic development, in the scquisition of markets
for their basic exports; a procedure for thorough consultation must be
established to cover such cases, or else the Special Fund must be empowered to
teke sctlon to obviate or wholly remedy such effects.

84, Regerding the determination of whether individual projects shall receive
granta or loans, the Governments of Afghenistan, Chine, Ecuador, Israel,
Thailand and Turkey esteblish a distinction generally hased on the self-
liquidating or non-self-liquidaeting nature of the projects. The Govermments of
Cembodia, Colombis, France, Japan and Nepal indicate that both the economic
conditions of the particular country and the nature of the project itself shall

be teken into consideration. In the view of the Government of Wew Zeeland the
type of assistance granted should be adjusted to the particular requirements

of each case; the Speclal Fund should be empowered, subject to specified
procedures, to make grants-in-ald as well as loens or any comhination of lcan
and grent as mey be considered desirable for a particular project. According
to the Govermments of Israel, Theilend and Turkey, grants-in-aid should be
glven only for social development projects where dilrect monebary returns cannob
be expected end long-term low-interest loans where projects contemplated are
self-liquidating-ié/ The Government of Turkey, in 1ts reply to question 7, edds
that the Special Fund should earmark only net gains, resulting from its
operatlons, for grants-in-aid. In the view of the Government of Afghanistan
the Specisl Fund should provide (a) grents-in-aid for public and sociasl service
projects, (v) loens at favourable conditions for long-term projecta capable

of yielding eerly results and (c) losns end grants-in-aid for projects such as
roeds, cenals, dams, etc, The Government of Nepal drews.ettention to the fact
that there are projects, especially in a newly developing country, which are
important to econcmic growth but which may not meet the conditions it believes
should be employed in order to qualify for a loan, (ebility to repay, early

and substantial returns); when such projects are Judged to be sound, this

53/ The Government of Thailand suggests that the'receiving country should
normally be required to provide at least 25 per cent of the amount
received as greant.
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Government believes thaet under suitableﬁcriteria grants-in-gid should be
employed; to flnance productive projects like power, irrigation and transport,
grants-in-aid would be preferable in the under~developed countries, at least
during the initiel stege; on the other hend, concludes the Nepalese Government,
long-term low-interest loans should be employed when () the country in '
guestion has clearly the ability to repey and (b) when the project reecelving
support is one which mey reesonsbly be expected to yleld an esrly and
subgtantial return.

85. Those Governments which contend that grahts-in-aid should be extended only
in exceptional circumstances indicate the following cases where grants could be
given: when a country's inability to repay a loan granted initially on favourable
terms has heen demonstrated (Brézil); SHergency cases such as natursl dlsaster

(Polend). The Govermment of Czechoslovekis reeommends that careful consideration

be given to the circumstances leading to the exceptional provision for
grants-in-aid. The Goﬁernmeﬁt of Italy would limit grant asslstence to the
creation of corporate capitel and the exploration of natural resources. Moreover,
according to this Government, a quote would be assigned to grants not exceeding
one-third of the Special Fund's capital; there might however be a provision
whereby grants assigned will be automatically converted into loans if the
operatlon will prove successful snd/or the general economic condltions of the
reclpient country will at a given time warrant it.

Combination of grants snd loens

86. In the'report of the Ad Hoe Group of Experts,éﬂ/as gquoted by the Government
of the Netherlends, it was suggested that a grent from the Special Fund could be
combined with a loan from the Internationsl Bank or some other lending agency:
thus & combination of a grant and a 1oaﬁ could produce the desired rate of
interest for the loan-grant trensaction as a whole., The Governments of Bollvia,
Chile, Ethiopia, Finland, Israel and the Netherlsnds approve such combinations.

In the view of the Government of Bolivia 1t would be eppropriate in certain
cases for the Special Fund to undertake projects in collsboration with other

54/ Special United Nations Fund for Economic Development, document A/2906,
paragreph 3.
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credilt agencies. In the view of the Ethioplen Govermment, grants-in-aid should
be integrated with regular loans from the International Bank wherever possible.
In the oplnicn of the Governmment of Israel, a grant from the Speclal Fund could
supplement a loan from the Imbternational Benk under certaln circumstaﬁces; the
Bank mey be gble to lend capital funds at its usual terms if the risk is
diminished in view of the Special Fund's grant. The Government of Denmark

more generally states thet the Special Fund, 1n its operations, should maintein
close co-operstion with the Bank. The Netherlands Government believes that
combinations of grants and loans sre in themselves logical and correct.
Tevertheless, according to this Govermment, the result must never be that the
Special Fund commits itself to match so many International Bank loans with its
grants as would compel the Special Fund to neglect its own tesk in ields in
which the Bank is not in e positlon to meke loens. The Netherlands Government
remarks that the Speclal Fund's owvm task lles not only in the comperstively
less developed, but alsec, if not partlcularly, in the least developed countries.
in the opinion of the Govermment of Flalend, if grants-in-aid are to be glven,
these ocught to be combined as fear as possible with loans of the Special Fund

or other lending agencies. The Government of Czechoslovekis, for 1lts pert,
feels that the linking of the loans of the Internationel Bank with the grants
made by the Sﬁecial Fund would not lead to sccelerating ecconomic development,
but would have a contrary effect, end might ulbtimetely result in postponing
plamned programmes or in abandohing different progrommes. Moreover, in the

view of this Government, such a policy could only serve as a cover for the
activities of the International Bank which it believes to be not always to. the
benefit of the economically under-develcped countries. In the view of the
Government of Yugoslaviaﬁé/in certain though exceptlonal cases, the financing of
the projects of develcpment on the part of the Special Fund will teke place
parallel with financial operetions through one or more channels of internaticnal
financing; but thé carrying out of such transactions i8 within the exclusive

competence of governments.

52/ In reply to question 5.
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Loans

87. In supporting the position that the Special Fund may extend losns, the
Governments of China, Czechoslovakia, Ecuador, France, Libya, the Netherlands,

New Zealand, Saudi Arsbis and Yugoslavia cbserve that such form of activity would

assure. replenishment of the Special Fund's resourcee or at least reduce the need
for nev resources., Other reasone for preferring lending operations are that
contributiona to the Specilal Fund might be‘more easily obtained if the money to
be lent was ultimately repaid - thus making it unneceessary to call for the
continual replenishment of =1l the Specisl Fund's resources (Ecusdor); the
probability that reciplent countries will seek to draw dn-the'Special Fund for
projects of reasonably high priority (Pakiétan); the fact that grente-in-aid
lower the prestige of feceiving countries‘(ggiﬁi,.lggg). The Government of Haltl
further observes that althcugh the projects to be financed by the Specisl Fund
would rot produce a direct and immediate.income covering interest. charges and
repeyment of the debt, they should ultimately result in an increase in the
national income and an improvement in the balance of payments of the recelving
}ountries; if the projects submitted %o the Specisl Fund will not uwliimately have
that effect, they 4o not deserve to be financed by the Fund at all, If, on the
other hend, they hold out prospects of this comstructive result, in the opinicn
of the Heitlan Covermment, there is no reason vhy the beneficiary country should
decline to repay the capital on a very long term basis (of ssy 25 to 100 yesrs)
and to pay a very moderate rate of lnterest; furthefmore, the practice of making
grente-in-aid is not calculsted to stimulate national efforts to execute the
projects on a sound economic basis. The Gévernment of Cuba similerly states that
the terme of loens would be sufficiently liberal to be cepable of belng fulfilled
without great diffiéulty by countries in the process of development under well-
planned programmes, | {

Tong-term, low-interest loans

88. Iong-term low-interest loans are fﬁmoured or menticned explicitly by the
Governments of Afghenistan, Belgium, Brazil, Burma, Ceylon, Chile, Colombia,
Costs Rica, Cuba, Czechoslovekia, the Dominican Republic, Egypt, Greece, Haitl,
Iran, Indonesia, Italy, Japan, Libya, Nepal, Pekistan, Polend, Syris, Thailénd,
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Tunisgia, Turkey, the Union of Soviet Socialist Republics, the Republic of Viet-Nam
and Yugoslavia. The Government of Colombis believes that, if loans are made at

normal rates of Intersst, many countries may be unable to use the new source of

financisl assgeistance provided by the Special Fund as their economies are ungble
to absorb the ceplital obtained by means of loans on such terms, This Government
adds that, in the case of the Special Fund, unlike other existing international
egencies, participating States will not expect to recover their contributions

but will be pursuing a policy of economic asseistance to the under-developed
countries; consequently, preference should be given to very low-interest loans
and grents-in-gid. The Governments of Chile, Haitl and Yugoslavia do not believe
that low-interest loans will lead %o competition with the Inmternational Bank. The
projects financed by the Bank and by the Special Fund are different in character
(Ceylon end Chile). The Special Fund will not finance projects which can be
financed from existing financiel institutions (Yugoslavia); therefore, its loan
activity would not constitute unfair competitioﬁ.fbr commerclal enterprises. In
the view of the Government of Haiti, since the loans granted by the Speclal Fund
would never be issued on the public market there would be no danger that the
special conditions of these loans would adversely affect the Bank's operations k
or would discourage ordinary lenders. In the opinion of the Government of Bumma,
low-interest rates for loans by the Special Fund are favoured for the reason that
the projects which they are used to finance would not be quick maturing nor would
they give high returns initially, The CGovermment of Tunisia suggests that, in
determining the volume of infrastructural investments required to carry out
development programmes, the Special Fund would seek to obtain from the
International Bank or other financial agency that it would continue to finance
the remainder of the programme by normal loeans.

89. 8ix Governments, namely those of Bolivia, Ethiopia, Libya, Spain, the Union
of Soviet Socielist Republics and Yugoslavia, take s favourable stand on interest-
free loans or include the possibility of such loans., The Government of Libya
indicates that it hes under coneideration certain projects of a self-liquidating

character (e.g. electric power plants end distribution systems) for which a non-
interest bearing loen for a twenty-year period would be a satisfactory method of
Tinencing. The Government of Ethiopis lists interest-free loans repayable in
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the original currency as the first formWof loan-financing. The Govermment of

Tugoslavia algo includes In ite propose& methods of disbursements medium-term

a8 well as long-term loans free of intepest.

g0. The Governments of Australia, ggigi, Ethiopla, Indie, Israel, the Netherlands,
New Zealand, Norway and the United Kingdom oppose the principle of low-interest

loans, vwhile the Govermment of Denmark ﬁxpresses the view that vhether, and to
what extent, the Specilal Fund should exﬁend loans, which in some way or other would
deviate from normal commerciel lending terms, pheuld depend on the experiences
gathered in the course of the Fund's operations. TIn the view of the Government

of Australis it is difficult to discéranrinciples on which the Special thd could
meke logne at low interest rates withpu{ breaking down or threatening stan&ards
established by the International Bank, LIn the opinion of the Govermment of

the United Kingdom, loams should be gt ﬁhe rate of interest and for pericds which
would apply +o comparable InternationalﬂBank loane; any departure from generally
eccepted interest rates and periods of qepayment would involve difficulties in
determination of veristions from the noﬁm, varigtions which could not be justified
by reference to eny firm prineiple. _Th¢ Govermnment of the Netherlands pimilarly
holds the view that the Special Fund'ah$uld not make loans free of interest or at
a level of interest which in view of all relevant circumstances must be considered
undesirable or unwarranted; this is bas%d on the belief that on no account must

a method of financing which is not a grént lose the character of a loan. In the
opinion of the Govermment of Indis, since loans are to be extended which will be
repayable in local currencies and for fdirly long periods, 1t ie not necessary to

offer concessional rates of interest. ﬂbnger-term.loana are also favoured by the
Government of New Zealand, at rates comﬁ@rahle to those offered by the
International Bank, and by the Governmeﬁt of Israel, at normal rates of interest.
91. The Government of Ethiopls angrees ﬁhat in addition to interest-free loans,;
repayable in the original currency, theibﬁecial‘Fund should alsc extend local
currency lcans at normal rates of inter%%t; thege should be co-ordinated to the
fullegt extent possible with the rates q# intersst and scale of amortization of
the Internationel Bank prevailing at th#itime when the loan is made., For the
reasons given by the President of the International Bank,56/ the Ethilcpian

56/ Letter addressed to Mr, Raymond chpyven, reproduced in document A/C.2/187

[eoo

of 28 October 1955, pages 5 to 7.




A/3579
E/2961
English
Page G4

Government supports the principle that loang st low rates of interest, l.e., rates
lower than those vwhich would be charged by the Bank or other lenders, should not
bea granted. The Govermment of Chine emphasizes the specific ergument that if the
Special Fund mekes only low-interest losns, it can only operate within the limits
allowed by its own resources; if, on the confrary, it is allowed to charge a
higher, that is the market or "normel”, rate of interest, then 1t can gugment its
own resources by borrowing in the open market end re-lend the proceeds. According
to this Government, for a country in the process of development, the agvailability
of funds is often a more ilmportant consideratlon than the rate of interest,
especially vwhen that rate does not rimpe gbove the market level; it 1s therefore
the opinion of the- Chinese Covernment that the Speclal Fund should refrain from
committing itself %o charging only low rates of interest.

92. With respect to the terms of loans, the Govermments of Cambodia, Ecuador,

Ethiopia, France, Israel, the Netherlands snd Yugoslavie stress the need for

latitude in determining terms. According to the Govermnments of Cambodisa, Ecuedor,

Ethiopisa and Yugoslavia, the terms and conditions on which loans would be granted

would be determined with regard to the particular features of each project -
technical emortization, degree of profitability e.as well e the general economic
conditioﬁs prevaiiing in the applicant country (Yugoslavia).

95. In the view of the Government of the Netherlands, an important reguirement

is that, once éonditions of g loen have been laild down, they should not be altered
subsequently. This latter view ie shared by the Governments of Ecuador, Pakistan
and the United Kingdom, The Governmenis of Ethiopia and Hew Zeaiénd gimijarly
believe thet once the terms of any loan have been agreed, they should not be

subject to renegotiastion; In the view of the Covermment of New Zealand an exceptlon
mey be made, however, in the case of loans vwhere repayment is to be made in other
than local currencies; in such case it should be permissible for the Spécial.Fund
to agree, where balance of payments difficulties are being encountered by the
borrowing country, that local currency repasyment be made. The Govermment of
Ethiopie also Ffavours a provigion that borrowing States may have the right to

apply to the General Council of the Special Fund for revislon of the terms, should
unforeseen conditions arise which make the terms of a law too onmerous. The
Govermment of Czechoslovakis states thet provisions should be made for the
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poesibllity of deferring repayments in JLaes vhere an under-developed country
finds itself in economic difficulties. {hn the view of the Government of Spain
effective.safeguarda should be‘providediﬁo ensure thet the servicing of & loan
does not impose unduly heavy burden on ﬂhe borrowing country; consilderation should
alsoc be given to the inclusion of a claqae providing for the suspension cof
repaymente of principal and interest fbﬂ\a reasonable period, poesibly not more
then one year, if the borrowing country‘9ncounters serious balance of payments
difficulties. The Government of Burma belleves that maximum flexibiilty in the
conditions of loans is required, as recommended by the Committee of Nine.
According to the Government of Syria the\conditions which are to govern the
repayment of loans should be so framed a? to mahe allowence for the economic
position of the borrowing State snd its capacity to repay; these conditlons should
be flexible enough to sllow for some relﬁef of the ligbility to repey in any case
in which the repgyment of the entire Bumuon the date due would prejudice the
economic position of the borrowling Stater

gh, Details concerning the envisaged rates of interest and terms of repayment,
are glven by a few Governments: aceordipg_to the Government of the Republic of
Viet-Nam retes of interest should be nbtﬁmore than 2 per cent, according to the
Government of Thailand,-not more then 3 per cent. The Government of Czechoslovakia
indicates retes up t0 2 1/2 per cent, vhile accofaing to the Government of Haitl
interest might be charged only after g féw years at progressively increasing
retes, e.8., from 1/2 per cent to 2 per centa The terms of repeyment could be of
twenty years or more (Thailand), from 20 ‘years to 50 years - begimming from

the fifth year (the Republic of Vietumam), from 25 to 30 yesrs (EEEE) end

from 25 to 100 years {Haiti). h

loene repayeble in local currency

05. The Governments of‘Burma, Chile, China, Colombis, Cuba, Czechoslovakia,
Ecuador, Ethiopls, Haiti, Indiﬁ, Indonesia, Isrgel, Itely, Japen, the Netherlands
New Zealand, Nbrway,'Pakistan, Spaln, §Eﬁi§ and the Union of Soviet Socialist
Republics take a favourable sttitude tow&rd the proposal of the Ad Hoc Group of

Experts for this novel fbrm of f:i.r:umc.’mg”2Z In the comments of the Govermment
! i

57/ Special United Nations Fund for Ecoqomlc Development, document A/2006,
paragraph 32, .
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of Ethicpla, this is subject to the provieo that—such loans are granted at the
same conditions as those of the International Bank. The Govermments of Haiti,
the Netherlends and Pskistan would agree to loans repayable in local currencies
only in speclal circumstances. In the view of the Govermment of Syria, on the
other hand, long-term low-interest loang should be repaysble in locel currency in
all cases in which circumstances permit., In the view of the Govermment of the
Union of Soviet Soclalist Republics the loans extended by the Special Fund could
be repayeble by the under-developed countries in their naticmal currencies., The
Government of Pakistan suggests that the balance accumulated in local currencies
on gecount of repayment by loans and interest should be convertible after an
sgreed periocd, which should be of reasonable length., On the other hand, the
Government of Thailand favours pesyments btoth of interest and principal in the
.currency borrowed.

96, Among the adventsges of loans repayable in loeal currency, the Government
of Colombis emphasizes the fact that repayment in such currency would not have
the disadVEntagé of increasing a country's external debt and imposing a further
straiﬁ on ite balance of payments. ILocal currency loangs undoubtedly serve, in
this Govermment's opinion, as an incentive tb savings and by creating the general
social and economic capltal essential for econcmic deveiopment, such loans will
bring cbout an improvement in the foreign credit position of under-developed
countries, In the opinion of the Government of Spain conslderation should be
glven to the possibllity of making interest-bearing loans to under-developed
countries, repayable in local currency, whenever the loans would enable the
beneficiary countries to produce more gocds for export or to replace imports. The
Government of gggig 1s opposed to the Bpeclal Fund making losne repeyable in
foreign currencies, even if they are made at concessional rates, because such
loans Jmpalr the creditworthiness of the countries receiving them and entail an
unnecessary overlapping of functlons with the Interngbtional Bank., On the other
hend, the Indian Government is not opposed to loans repayable in local currency
especially when the countrles concerned favour assistance in this form. ILocal
currency loans should be given for fairly long periods; but, in the opinion of
this Govermment, it is not necessary to offer concesslonal rates of interest in
the case of such loans., The Indian Government adds that the proceeds of such
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loans (by way of amortization end interqet charges) may be re-lent, or given as
grants to the countries concerned, excegt to the extent that the repaying countriles
agree to their use for assisting other cpuntries, in case these proceeds are
utilized for assistance to other countri$s, the conditione regarding convertibility,
ebc,, mist be the same gg in the casge oﬂ'the contributlons of members to the
Special Fund. In the view of the Governpent of Israel, vhere projects will be
self-ligquidating in domestic currencies only, a loan by the Special Fund repayable
in domestic currency would appear to be gdeqpate for the purpose, The Government
of Burma is impressed by the suggestion &f thé Ad Hoc Group of Expertséé/ ag to
the pogeibllity of inviting supplementary contrlbutions from egsisted Covernments
in locel currency in lieu of repayment of the loans in local currency.
97. According to the CGovernment of EBEE% there i8 an economic srgument against
loans repaysble in local currencies, nam%ly the poseibility that the funds so
loaned become frozen in the first borrowﬁng country and become unaveilable to
other under-developed countries; to ensu%e that the capitsl of the Special Fund can
be used for development purposes in one %nder-develcpea counbry after another, it

D hag to be preserved as far as possible i# the form of » revolving fund in
convertible currencies. This objective &an only‘be gttained, according to this
Government, if loans by the Special Fund. are repeid in convertible currencies;

nevertheless, loans repayeble in locel currencies could be applied under certain

circumstances, namely, when a project isﬂself-liquidating in a financilal sense
without directly or Ilndirectly being pro&uctive of an adequate amount of foreign
exchange, Furthermore, in the view of tﬂe Chineée Government, the borrowing
counttry may suffer from acute balance of“payments difficulties, in such a case,
the borrowling country should be permitteq the option either to pay the combined
amount of amortization and interest in l,cal currencies, or o pay the interest
alone in locel currencies, or to pay theﬁinterest and & percentage of the
amprtizations in local currencies.

98, The Government of Czechoslovakis makes the suggestion that in addition to
repayment in loeel currencies, the negotﬂation-of loans should include long-term

plens of repayment in the form of producés of the repeying country, thereby
furthering the development of intarnatioqal t:aﬂe.ég/ A simllar proposal 1s made

i 58/ Ibidem, paragraph 35.
__/ This suggestion 1s repeated in the neply to question 8 /.
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by the Govermment of Spain which believes thet such a proposal would not have

the disadvantage of creating competition between the Special Fund and the
International Bank as the proposed interept-bearing losne would not be repaid

in currency but directly in the form of a specific volume of goods which the
borrowing country would undertake o deliver to the Special Fund within a certain
period;'agreements relating toc loans of this type should stipulate that repayment
in kind should net begin immedistely after the receipt of the locan, bubt should be
delgyed to ellow the country concerned the necegsary time to expand Its production
of the physical resources with whilch it ig to repsy the loan to the Special Fund.

Counterpart funds

99. It ie the view of the CGovernment of Spain that loans and grants by the

Specilal Fﬁnd should not involve the accumulaticn of counterpart funds in the
borrowing country, even if the funde are to be used to finance the country's
development; this view is based on the fact that assistance from the Specisl

Tund will have to be used largely for the importation of capital goode from

abroed, this financing being supplemented by the local investment expenditures ‘
made by the borrowing country; the addition of counterpart funds to these local
investment expenditures might result 1n the creation of inflationary pressure

vhich would militate againet the development of the beneficiary country.

Other possible methods of disbursement

100. The Govermment of the Republiec of Viet- amég/ stetes that the Special Fund
vould also guerantee loens made by individusls, governments or other international
financing agencies. The CGovermment of Ecuador draws particular attention to the
possible methods of operation outlined in paragraph 37 sub {(b) and (d) of the

Ad Hoe Group of Experts!® reportéi/ vhich it finds thought-provoking and interesting;
these are the utllization of resources of the Special Fund for facllitating and
extending export credit guarantees and the use of the Fund's resources as s

guarantee fund in the issue of domestic public securities within under-developed

60/ In reply to guestion 1.

§;/ Special United Nations Fund for Economic Development, document A/2906,_page 11.
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countries for the financing of developmePt programmes or projects, The Government
of Norway, on the other hand, considers %he forms of assistance indicated in
paragraph 37 of the Experts' report to bg less approprigte, in particular,
proposal (a) "the use of resources of th% Special Fund for subsidizing rates of
Interest payable by under-developed pountries in International Bank loans, or
loans from other sources of finence". Ip would be far better, iu the view of
this Government, to eape the Ilnterest burden for the countries by combining loans
with grants from the Special Fund in the‘manner described in paragraph 31 of

the Experts' report. Concerning propesal (b) "the utilization of resources of
the Special Fund for facilitating and ex?ending export credit guarantees", this
being an srtificisl meaéure of aid for e%ports, the Norwegian Government believes
that such arrangements may also entail l%ss deslrable long-term effecta; 1f the
Specigl Fund 1s to be used for such purp#ses, it should be gso used on condition
that the credit guarantee is limited to é reasongble amount. To the Goveranment
of Spain the proposal that the Speclal %und should finance the medivm-term
expert loans granted by the developed countrles does not appear tc be consistent
with the general purposes of the Spe01al”FUnd, ag the employment of the Fund's
resources for such purposes would in facﬁ mean assistance to the developed, not
to the under-developed countries. ﬁ

Other suggestions

101. Another suggestion relating to the utilization of the Special Fund's
regources by recelving countries is thatpof the Government of Br331l——/ under
which the receiving country might be pla¢ed under the obligation of using the
funds granted to it within a specified pérlod, under penslty of losing the grant,
g0 as to avoid dislocation In the utillzamion of the Fund's resources,

62/ 1In reply to question 8.
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- 5. BRelationships between the Speclal Fund, the Unlted Nations
and the specialized agencies 03/

Forty-nine Govermments commented on this questicn.
102, In the views of the Governments of Canada, Egypt, France, Indie, Indonesia,
Pakigban and the Republic of Viet-Nam the proposed Special Fund, when established,
should be set up as a specialized agency, i.e. as an independent agency linked:
to the United Nations in accordance with Articles 57 and 63 of the Cherter, The
Government of the Republie of Viet-Wem adds that the Special Fund should be on
the same fopting ag the other specinlized agencies, such as the FAO, IO, IBRD,
UBESCO, ete. Other Governments, namely Afghenistan, Chile, Czechoslovakia,
Poland, Syris, Tunisia, Turkey.and the Union of Boviet Sociallst Republics spemk
of an independent or sutonomous orgen, organizafilon or body within the fremework
of the United Nations or closely linked with 1t. Still other Govermments - Brazil,
Haiti, the Netherlends and Sandi Arebia - when speaking of %he degree of co-
operation with existing orgenizations, mention tﬁat the Special Fund should be
independent or that finsl decilsions regarding its policy and operatidna should
be taken by sn independent body. The Govermment of Yugoslavia refers to the
reason indicated by the Committee of Hineék/ why the Special Fund should be
given the stetus of a separate speclal institution, namely the desirability of
universal participation in 1t; the use of governing hodieélof the International
Bank or the International Monetary Fund, or of the General Assembly or Economic
and Sociel Council would fall to satisfy this vital requirement. Other Governments
which indicate that the Special Pund should have an independent status within the
fremework of the United Nations ere Austris, Ceylon, the Dominicen Republic, Italy,
Switzerlsnd and Thailand., The Governments of Belgium, Bolivia, Burma, China,
Colcmbig, Demmark, Ecuador, Ethiopla, Japan, the Republic of Korea, Norway, Spain
and the United Kingdom refer to the recommendstions pf the Ad Hoc Group of Experts
which envisages a seperate administration within the framework of the United Nations.

§§/ Tormal relstionshipe which are reflected in the structure of the Special Fund
(representation of other bodies in the Special Fund's orgens, etc.) or in the

proce@ures for the appraisal of projects are summarized in sections 6 and 7
below.

6L/ Report on a Special United Netions Fund for Economic Development,
document E/Z381, paragraph 158.
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The CGovernment of New Zealand similsrly Lecommends that the Special Fund should
be & separste administratlon within the %ramework of the United Nations. The
Government of Belglum states specificallﬁ that the proposed Special Fund should
be an independent agency, without howeveﬁ, at any rate at the outset, assuming
the form of scale of & specilalized agency. The Government of Bolivia makes the
similar statement thet the Special Fund' éhould not be & specialized agency in the
strict sense, The Governments of Egypt, nGreece, Tsrael, Pskistan and Yugoslavis
are of the opinion that the United Na:t:ior%s should exercise general supervision
or direct control (Greece, Yugoslavia) oﬁer the management or getivities of the
Special Fund. Such supervision yould'bepexercisod through the Economic and Soeial
Council (@EEBE; Japen, Pakisten). Acoordiog to the Government of Italy, the task
of directing the Specisl Fund's policy sﬂpuld be entrusted to the Economic and
Soclal Councll, According to the Gove ént of Yugoslavia, the competence of the
General Assembly, the Economic and Social|Council and cother organs of the
United Nationg with respect to the Speci#@ Pund would be precisely defined in
the Statute of the Fund which would be oopflrmed by the Genersl Assembly; the
Special Fund should submit an annual report on ite activities to the Economic
and Soclal Council which would forward itw together with its owm observations,
to the General Aasembly for further consideration. In the view of the Goveroment
of Norwey, the Special Fund should be parF of the United Nations machinery for
aggistance to under-developed countries. ‘The Govornment of Belgium states that
the Director-General of the Special Fund %hould be required to report annuslly
to the Economic and Social Council, and tﬁat his feport ghould be discussed in )
conjunction with those of the Internationgl Bank and the other specislized agenciles.

The Speciel Fund @8 part of the United Naﬁions Secretarlat
|
103, Two Governments, those of France andiIsracl, suggest that the proposed

Special Fund could be part of the Secretaﬂiat of the United Netions, at least

in the beginning (France). According to Fhe French Government the Special Fund
could gt first be administered by the Uhited Netions; however, should the Fund's
resources incresse - and with them its role and importance - it would be necessary
to envisage the establishment of = specia%ized agency, inderendent of the

United Nations, with its own deliberative\and administrative orgens, but linked
)to the United Nations under = specialized”agency agreement According to the
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Government of Israel, in order to avoid the undesireble extension.of
international bureaucracy end to make the best possible use of existing
regsources, it would appear desirable to establish the Fund as & special unit
within the United Nations Secretariat; a large degree of independence of
operstions and of economic and finsncial thinking would, however, have to be
safeguarded. In the view of the Government of Israel, the Technical Assistance
Administration or the Regilonal Econoﬁic Commissions are the best examples for

the sort of relationship to the United Nations Secreteriat which is envisaged.

Relationships with other agencies or administrations

10k, Close relatlonship, co-operation or 1ieison with United Nations
administrations snd the specialized agencies 1s specificaelly recommended by

7 §§/ Afghanisten, Australia, Austrias, Belgium, Bolivis,
Burme, Brazil, Cambodis, Caneds, Ceylon, Chile, Colombia, Coste Rica,'
Czechoslovekia, Dermark, the Dominican Republic, Ecuador, Ethiopia, Finland,
France, the Federal Republic of Germany, Greece, Haitig Indiea, Indoneéia, Iran,
Israel, Italy, Japan, the Republic of Korea, the Netherlends, New Zealand,
Paklstan, Poland, Saudi Arabia, Spain, SBwitzerland, Syrilas, Thailand, Tunisis,
Turkey and the United Kingdom. Some of these Govermments give particular

the following Governments:

reesons why close co-operation with other United Natlons agencies is desireble.
The Governments of Bollvia, Canade, Ceylon, Japesn, Switzerland and Thelland
meke the general point that co~-operstion ls necessafy in order thet the Special
Fund's machinery may work without any Quplication of the functions of existing
organizations. TIm the view of the Government of Japen, this is of particular
welght whén the Special Fund asks for contributions from Goveraments who have

§2/ SBuch co-ordination is also endorsed by thoseGovernments which accept the
formuilae for co~ordination suggested by the Ad Hoc Group of Experts,
especlally the proposal for a Joint Committee composed of the Director-
General of the Special Fund, the Secretary-General of the United Nations
and the President of the International Bank (Chins and Norway). Other
Governments recommend close co-operation with regerd to the gppraisal i
of prgjects (Republic of Viet-Nam and Yugoslavia)(see sections 6 end 7
below).
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already pald large contributions to thé United Netions and its various egencies
and their programmes. In the view of the Government of Belgium, given the
complexity of the different prcgrammesulnvolved in the economilc development of
under-developed countries, there must necessarily be some divisicn of labour
between the various complementary United Nations agencles, g0 that arrangements
for co-ordination ere essentlal. Other Governments stress the advantages which
could be galned from proper co-ordination; first of gll, fuller and better use
of technicel assistance could be made.? The Government of Cembodis insists
particulerly on this point; in its vieW the Special Fund should ect as an
equipment fund to support the actlon téken by ﬁhe specializéd egencies. For
exsmple, according to thils Government,ﬁif FAO technlcel sssistance wes requested
for planning and establishing a stock-breeding'centre, the Specisl Fund could
finance the investments which would beineeded to bring the centre into being;
such joint action (technical asslstance by a speclalized agency, with parallel
support In the form of the financlal assistance necessary for the complete
realization of the project) would be the more useful at the present time since
there seems to be a tendency for some natlons giving direct ald to meke thelr
finencisl assistence conditional upon provision of the corresponding technical
assistence ( s procedure which would iﬁ the long run mske it very difficult for
the under-developed countries to obtain technical assistance from the
speeialized agencies). The Government$ of Bolivia, Chilé, Tareel, Ttaly and
the Netherlends similarly insist on a strong link with technical assistance.

- The Government of Chile indicates that ‘the work of technicsl assistance experts

in some cases falled to produce the desired results because the measures proposed

required preliminary infrastructure investments. The Govermment of Afghanistan
observes that the Special Fund could lesrn about the financial needs of the
development projects of the countries ﬁrom the specialized agencies! experts,
and provide financial esssistance for sﬁch projects. In the view of the
Government of Ttaly the Special Fund should integrate the operatlons of the
International Benk by granting long-teﬂm losns end the operations of the
technical assistence suthorities by proViding further asslstance in a more

ample and concentrated measure in each speciflc sren. The Govermment of A?stria
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stresses the timing element of different forms of assistance; it might be
possible, for instance, that assistance iy rendered to an under-developed
country by the Special Fund in the beginning in order to prepare successive
help by the International Bank, A number of Govermments - Afghanistan, Ceylon,
Chile, Indonesis, Japan, the Netherlends and Syrie - also point at the benefits
which could be derived by taking adventage of the knowledge, lnformation,
experience and assistance of other bodles, or of pooling the experience of

different international agencies (India).

105. The agencies and edministrations with which Govermnments recommend
co-operatlon, comprise the International Bank for Reconstruction and Development,
the Internationsl Finance Corporation, the International Monetary Fund, the
Techniecal Assistance Board, the United Nations Secretariat, its Technical
Assistance Administration, the Regional Economic Commissions, the Food and
Agriculture Organization, the World Health Orgenization, the International Labour
Orgenlsation, the United Nations Educational, Scientific and Cultural
Organization, All of the Governmente listed in the preceding paragreph mention
the specialized sgencies in general as well as the following agencies or bodies
in particular:

(a) +the IBRD, IF(, and IMF

106, Particular mention of the need for co-operation with the International

Bank is made by the Governments of Afghanisten, Australia, Austria, Bolivia,

Canada, Chile, Czechoslovekin, Denmark, the Dominican Republie, Ecuador, Ethiopia,
Finlend, Hsiti, India, Ilsrael, Italy, the Republic of Korea, the Netherlands,
Spain, Syrie and the Unlted Kingdom. The Government of Ttely, as already

mentioned, recomuends integration of the Bank's activities by granting long-term
loans. According to the Government of Israel, the closest possible
co~operation should be meinteined with the technlical services of the Bank; its
knowledge of the economic structure of developing countries and its vast
experlence in evaluating economic and financisl conditions should be drawn upon.
Similarly, the Govermment of the Netherlands believes that relations with the
International Bank should be such that the unique information gathered by the

latter institution on the economy of the under-developed countries. in general,
" -

66/ See also section 4, paragraph 86 "combination of loans and grants". /...
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and on the problems and the technigue &f financing in particular, can be fully
drewn upon. The International Finance!Corporation is mentioned by the Governments
of Afghanistan, Austrig, Itely and §§£$§, the Imternatlonal Monetary 4 by
Augtris, Chile, the Dominican Republicﬂ Halti, Indis and the Republic of Korea.

|

(b) other speclalized agencies

107. The Food and Agriculture Organizdtion is mentioned by the Governments of
Cambodis, Colombla, Czechoslovakla, Gréeoe, Hgiti, Indls, Israel, the Republic
of Korea, and Tunisig.— oY/ The example of Joint action between the Special Fund
and FAD given by the Govermment of Cambofiia, hes already been referred to sbove.
The Government of Isragl is of the opinﬁon that the FAQ, even more than other
organlzations, will heve to play an impprtant pert of the Special Fund's
operations since the development and moﬁernization of the agricultural structure

of under-developed countries mey well be found to be one of the prinecipal concerns
of those responsible for meking the besﬁ use of available finencisl resources.

The World Health Orgenization is mentioqed by the Govermments of Colombia and
Heiti; UNESCO, by the Govermmemts of Haltl, Czechoslovekis end Tumisia; ILO,

by Haiti and Ttaly. The Govermment of iﬁgig_recommends collaboration with the

ILO towards the soclution of specific prdblems thet cannot be undertaken by other
institutions and organizations, such asﬁ for instance: emigration, population
shifts, temtetive localization of industries, ete.

{c) the United Netions technical?hssistaﬁce authorities

108. As glready indicated, a strong 1in# with technical assistance is recormended
by a number of Governments. Parﬁicular mention of the Technical Assistance Board
or the Technical Assistance Administratién is made by the Goverhments of
Afghanisten, Austria, Cemmbodia, Cenada, Chile, Colombia, Czechoslovakia, Denmerk,
Haitl, Indils, Isramel, Italy, Japen, the ﬂetherlands, Syria end the United Kingdom.
The Goveroment of Israel considers the TéB to be the body with whose operations
the activities of the Speclal Fund shoul? be most closely linked; the Expanded
Programme of Technical Assistance is mainy concerned with giving expert edvice
to developing countries and it is the:ef#re considered to be the natural

corplement to development investments or |grants.

67/ In reply to question 8. | [ees
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(d) the United Nationg Secretariet and Regional Economic Commissions

109, Relatlonship or coéoperation with the Unlted Nations Secretariat is
referred to specifically by the Governments of France, India, Israel and Syris.
To these one may also add the following Govermnments which recommend co-coperation
with the United Nations or the use by the Special Fund of the technical services
of the United Nations: Brazil, Burme, Cambodia, Ceylon, Chile, China, Colombis,
Czechoslovekia, Ecuador, Ethiopla, Haitl, Iren, Italy, Japen, the Netherlends,
New Zeslend, Pekistan, Poland, Switzerland, Thailand, the United Kingdom and
Tugoslavia. The Govermment of Cubgs recommends that the Special Fund should
maintgln relations with other internationsl orgenizations exclusively through
the Secretariat of the United Nations.

110. Ag regards the Regional Economic Commissions, the Government of Colombis
suggests that in the case of regional projects the Special Fund would meke use
of the assistance and reports of the reglonasl commissions concerned. The
Government of ;gggz attributes to the regional commissions the seme role as

that suggested for the ILO, namely to assist in the solution.of specific
problems that cannot be undertaken by other orgenizations (see above,

parsgraeph 108 in Pine). The Government of Japeu recommends thet the Special
Fund keep close contact with the regiocnal commissions. These are also

mentioned by the Govermments of Burms, Chile and India.

Degree ond forms of co-cperation with other agencies

111. As regerds the degree of relatlonship or co-ordinetidn between the proposed
Specisl Fund and the other agencies, the Government of Polend, for its part
believes that none of the specisglized ggencles should occupy a privileged
position vis-a-vis the Special Fund. TIn the view of the Govérnment of the

Union of Sovliet Socialist Republics the Specisl Fund should not be subordinste

to the International Bank or any other speclellzed sgency. In the view of the

Government of Pakisten, the degree of co-operation with the specialized agencles

should be the ssme as that which exists between the specielized agencies and
the United Netions. According to the Govermment of Yugoslevia, the speclal
character of the operations of the Special Fund excludes the possaibility that
the Special Fund could be linked with or even incorporated into one of the
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existing international financial instituﬁions in any special organizational
sense. Other Govermments emphesgize the @ecessity of maintaining the independent
character of the Special Fund within arr%ﬂgeménts for co-operatlon, as the Fund
would have its own special functions whi%h differ from those of any other
orgenizetbion (Brazil, Chile, Czechoslovaﬁia, Ecuador, Haitl, the Netherlands).
In the view of these Governments the Speéial Fund should not be subordinated to

any of the agenciles with which it is to co operate. According to the Government

of the Netherlands, the reletionships w1ﬂh the techniesl assistance progremme,
the specielized agencies, and the Internatlonal Bank, must not prevent the
Specigl Fund from leading en independent\existence, the Special Fund will be
respensible for its own actlvitles. It #ﬁll have, according to this Government,
& function of its own, taklng into consiieratlon ‘a1l the interests concerned;
the International Bank observes prlmarily‘commerclal gtandards; the Speclal Fund
will have to tske political and psycholoéﬁcal factors into account, which do

not necessarily influence the activities %f other organizations. Although there
should be close co-operation between the ?pecial'Fund end the Internationsl Bank,
the Netherlands Govermment suggests that care should be teken to avoid the
exertion of a dominating influence by theuBank on the policy to be pursued by
the Speclal Fund; the decision on the implementation of financial assisgtance
projects will naturally have to rest w1th the policy-meking body of the Special
Fund. The Government of Czechoslovakia bglieves that while the Special Fund
will operate in close contact with the Tebhnical Assistance Bosrd and with
speclalized agencies, 1t should in no Wayﬂbe bound or subordinate to these
institutions; this applies in particular #o the Internatlonal Bank which is
based on entirely different principles anﬁ whose operations are not infrequently
governed by motivea of profit. The GOVerﬂment of Burma doubts the wisdom of
tying up the Special Fund to the International Bank too closely, since the
criteria the Bank uses in selecting prOJBQtS for financlng would seem to be
somevhat dlfferent; in fact, it is this d;fference which hag glven rise, at
least in pert; to the demand for the estaﬂlishment of the Special Fund. In the
opinion of the Government of Turkey the r¢lat10nships of the Special Fund with
the other specialized agencies should be Qn a consultative basis; since the
Speclal Fund's purpose should be to provide financial ald to different sectors
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of investment which are not covered by the Internatiomal Bank's scope of
operations, the Special Fund should not be linked with the Bank in any way.
For the Govermment of lIsrael, which favours esteblishment of the Special Fund
as g separate unit of the Unlted Wations Secrelarlet, it rewains imperative,
however, to sefeguard s large independence of operations and of both economic
and finsncial thinking. This cen only be done if the Specilal Fund has en
independent group of highly qualified officials of 1ts own; with regard to the
International Bank, in view of the fact that the standards for loans observed
by the Bank are based on strietly commercisl considerations, the Govermment of
Israel feels that stress should be leid upon full independence of declslons
from direct influence of this body. Vhile making use of the facilities
available within the United Nations Secretariat, the International Bank and the
specialized agencies, it is the opinion of thls Government that the Special
Fund should be entitled to draw its own conclusions, to Initiate 1ts own
operations and to interpret in its own fashion the advice obtelnable from other
gources. The Government of Iﬁorwa.yé§ adds, to its endorsement of co-operation,
that with fegard to the role of the Internationsl Bank, it should be borane in
mind that there sre certaln countrles vhich are not members of the Bank, but
vhich might be willing to support the Special Fund; in deference to these *
countries, thought should be glven to vhether it would be advisable for the
Bank to play such e large part in the Speclal Fund's operaticns as is indicated
in the reportAto the Ad Hoc Group of Experts.

112, The forms of co-operatlon mentioned by Governments are: exchanges of
information, functional co-crdination through representstion of other agencles
in organs of the Special'Fundég/(in this respect, the Govermments of Belgium,
Eecuador and épain consider the suggestions of the Ad Hoc Group of Experts

edequate or worthy of consideration; the Govermment of Ethiopls conslders them
to be admirably constructed)‘drawing upon the experience and technical services
of other agenciles and co-cperation in the appréisal of projects. In the view
of the Government of Israel, expert edvice should be cbtained from those
gpecielized agencies‘which are implementing technical assistance projects in

68/ In reply to question T.
69/  See Section 6 below.
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countries asking for sssighbance from ﬁﬁe Special Fund; experts of such agencles
may be found to be the most appropriaﬂe agents for assisting in the
Implementation of projects under the terme of reference of the Specilal Fund.
The Governments of Chine, Brazil, Haitl, India, Isragel, the Wetherlands and
Saudl Arable specifically state that the Specilal Fund should drew oun the
technlicel services end étaff of the United Nations snd the specialized agencies,
or should co-cperate technically with them. Aceording to the Govermment
'of'the Wetherlands, frequent sppesls will have to be mede to the Internatlonsal
Bank, both concerning the declsions regarding = particular project and in
relation to edministration and execution; with respect to the administraetion
and execution of projects, the Speciel Fund should be In a posltion to lssue
directives to the internstional organizetions involved. The Government of
France suggests that the Speeial Fund should be able to conclude co-operative
pgreements with the speclalized agencies end competent organizations for the

provision of aid and technical assistanee to upder-developed countries. In
the view of the Govermment of Colombis; the specilalized agencies should be
consulted and should teke an active part in the discussion and exeminations

of projects in fields with which they are concerned. The Govermment of Italy
proposes that a system should be selt up to provide each ingtitution with
Information on the activities of the others; availability of pre-existing
studles, projects, etec. would help avolding dispersion of umbalance in the
distribution of the means of asslstance. The Government of Syrla belleves that
the system of lielson officers would be partlculerly desirable.

Other suggestions

113, With a view %o faéﬁlitating co-operation with the United Nations bodles,
the Governments of Norway and the Netherlends recommend that the Speéial Fund's
Administration be situated in New York.
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6. Structure of the Speclal Fund

Fifty Governments commented on this guestion.

General principles

11k. Reletively few Governments comment regarding general principles which
might govern the structure and administration of the proposed Special Fund..
Most Govermments address themselves rather to specific matters relating to the
structure of the Special Fund, as summa:ized below. Those Govermments which
deal with general principles stress three, namely: the principle of universality
and equallity of member nations, avoldance of a new burea.l.lcr'a.cjr,I9 and
flexibility in adwinistration. The principle of universality end of equal
representation of member nationle/is mentioned by the Govermments of
Czechoslovakia, the Republic of Korea, Syria (in reply to question 2), the
Union of Spfiet Socialist Republics and Chile (equel representation). The
Czechoslovaek Govermment holds ¢hat the Specilal Fund, its organization and
structure, should in every respect be governed by the principles of the

United Nations, i.e., first and foremost, by the principle of universality and
of the absolute equelity of a1l couhtries, large or small, irrespective of

the amount of their contribﬁtion, of whether they are recipients or
contributors. In the view of this Government, these principles should-gpply in
ell the orgens of the Special Fund and aglso teo the vote therein. In the view
of the Government of the Unlon of Soviet Soclalist Republics the Special Fund
should be orgenized in accordance with the pfinciple of egual righis for all

countries and membership should be open, without restrietion, to all countries
desirous of participating. According to the Govefnment of Yugoslevia, declsions.
both in the General Councll and in the Executlve Board would be taken on the
principle of one country one vote, and every independent or self-governing
country, not a member of the United Wations, could also become a member of the
Special Fund. The Government of Switzerland states as a general principle

that all countries which are members of the Special Fund, whether or not they
are members of the United Nations, should have the opportunity of participating

ZQ/ See paragraeph 120 below.
7L/ 8ee also "Representation on the Executive Board", paragraph 121 below.
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in turn in its edministration. The CGovernment of Sgudi Arabie holds that a
higher percentage of representatives of the under-developed countries in the
sbtructure of the Special Fund will be very desirabls. In the view of the
Government of Saudi Argpia, existing organs in the United Wations dealing with
financing sconomic development'in the under-developed countries lack the

representative voice of recipient countries, a fact which has been subject to
criticism in many sessions of United Nations organs. The Goverrment of Nepal,
slmilarly states thal Interests and viewpolnts of countries receiving aid from
tpe Special Fund, including nations in the eerller stages of economic development,
should be eppropriately represented st each policy-meking level. The Governments
of Cambodia and NepalTE stress the principle of maximum flexibility in
administration end operations in order that full account may be taken of the

wide variety of local needs and copditions.

General structure of the Special Fund

115. Two Governments stabe that it might be too early to express specific views
on this guestion: the Govermment of Australiaﬂthinks'that it would be unwise
for govermments to allow thelr idess to crystallize too early and that the
structure chosen must depend upon decisions as to the methods of operation of
the SBpeclal Fund. The Govermment of the Dominican Republic similerly believes
that it would be premeture to state any views on thils question gt the present

stage; the question should recelve consideration at a later date, say at the
time when the Speclal Fund's statutes are drafted; this Government ventures,
however, to suggest a structure simllar to thet proposed by the Committee of
Hine (see below).

116. The Governments of Belgium, China, Denmark, Ecusdor, Ethiopie, Iran,

Israel, Italy, the Republic of Korea, the Netherlsnds, New Zealand, Norwsay,
Switzerland, Thallend and the United Kingdom express general agreement with the
proposals contained in the report of the Ad Hoc Group of Experis headed by

Mr. Scheyven, regarding the structure of the Special Fund.zg/ Under these
proposals, thé orgens of the Special Fund would consist of e General Council,
an Executive Board, s Director-Generel, a Joint Advisory Commitiee snd a staff.

72/ In reply to question 8.

Zé/ Special United Nations Fund for Economic Development, document A/2906,
chapter VI, ' - : /
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Impliclt epprovel is expressed in the suggestions made by the Governments of
Austria, Burme, Haitl, Indis, Indonesis and Japan. On the other hend; the
Govermments of Afghanistan, Pakistan end Tunisia epprove the structure
recommended by the Committee of Ninezg/ which differs from the report of the

Ad Hoc Group of Experts meinly in that it does not provide for the creation of
a Joint Committee. The Govermments of Canada, Colombie, Czechoslovakia,

the Dominican Republie, France, Poland, Syria and Yugoslavia suggest structures
along the lines of that proposed by the Committee of Nine. As for the
Government of the Republic of Viet-Nam, according to vhich the Special Fund should
be an international bank for economic development, e=ll the Special Fund's powers
should be vested in a Council of Governors, consisting of one Governor and oﬁe

alternate for each State member; the Governors would delegate the mejority of
their powers to the Special Fund's Executive Board which should meet once a
month and whenever necessary. The Government of Cambodla, on the cther hand,
holds that in additlon to the Executlve Beard and to the Executive Staff there
should be g Board of Menagement composed of representatives of the specielized
agencies. The Govermnment of gggggjrecommends that the Speciel Fund should have
its own Board of Governors and Board of Directors, and Chsirman of Board of
Directors, and its own usuel staff to carry ous the necessgry operations.

117, As already noted in Sectlon 5, the Govermments of France, asnd of Israeel
suggest that the Special Fund be administered by the United Nations Secretarietb,
gt least In the initial stage (Frence)., Under the proposgal of the French
Govermment, the Director-General of the Speclal Fund would be eppointed by the
Secretary-General of the United Nations. According to the Govermment of Israel,
the status of the Speclsl Fund could be slong the lines of the Technical
Assisgtance Administration or of the Regionel Economic Commisslons. According
to the Government of Belgium another possibility would be Yo study the operation
of the United Netions Children's Fund, which operates under the direction of

its own Executlve Board through s Secretariat headed by en Executive Director =
under the administrative control of the Secretary-General of the United Nations;
the UNICEF experiment has yielded qulte remarksble results; the administration

ZE/ Report on a Speciel United Netions Fund for Economic Development, document
E/23081, pp. 56-59, recommendations 50 to Ol.
/-.l
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of this agency is efficient and compaf%tively inexpensive; it meintaine a close
relationship with the United Nations; the supervision exercised by the

Tinencial departments, by the Secretariat and by the Advlisory Committee on
Administrative and Budgetafy Questions lg particularly useful with regard to

the cost of administration; the very close co-ordingtion existing between UNICEFR
and such specialized agencies as WHO and FAO might serve as & model for the
necessary co-ordination .between the Speclal Fund and the Bank. It is true that
the Executive Board of UNICEF is elected by the Economic and Social Council
under a procedure - open, however, to modification - whereby the elected members
are linked with the membership of the Soecial Commission; it is possible, however,
in the view of the Belgian Government,'to envisage some combingiion of the
suggested General Conference of States members and Joint Cormitiee with
administrative machinefy similar to thet of UNICEF.

The General Council

118. The above CGovermments, which approve the suggestlons of the earlier groups
of experts or vhich propose similar structures, sgree thet there should be a
General Council or plenary.meeting of member States to meet once a year, vhich
would determine the Speciel Fund's genersl policy and progremmes, receive
reports on the policies followed during the previous year, approve the budget,
elect the Executive Board end the Director-Genersl (Czechoslovakia) and amend

the Special Fund's statutes es required. The Government of Canade suggests

that the danger of unduly increasing the sessions of the genersl meeting must
be kept in mind at this point. The Government of Chile moreover considers it
essential that representatives of the Becretary-General of the United Wations,
the Internetionel Bank, the International Monetary Fund, and the Technicel
Assistance Board should attend meetings of the Council. Thé Government of the
Netherlands wonders why the annual meeting of the General Council of the Special
Fund should necessarily have to coincide with those of the Board of Governors

of the International Bank.zé/ In its view, the different objectives of the

two bodies call for different representation. A similar view is expressed by

the CGovermments of Ching and Israel., On the conbrary, the Govermments of Burma,

75/ Speciel United Nations Fund for Economic Development, document 4/2906,
paragraph 50. '
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explicitly, and the United Kingdom, implicitly, favour the proposel that the

Council should meet at the same time of the year as the Board of Governors of
the International Bank.

The Executive Board

119, There is a similar genersl acceptance as to the establishment of an
Executive Board whose tasks 1t would be to epprove operations (Cambodia}, to
cerry oubt programmes, for considering loans and grants and deciding the terms

on which they are to be made (Colombia), to be responeible fbr the Special Fund's
day-to-day administretion (Haiti, United Kingdom), elect the Director-General

and supervise the Tuwifllment of his terms of reference (Eﬂiﬁl)’ to carry ocub
the policies laid down by the General Council and to exercilse such powers as
are delegated to it by the Council, particularly in regard to teking decisions
as to the use of resources (;ggig), to decide on the operations of the Special
Fund in between the sessions of the General Councll (Yugoslaviea) and to decide
in all questions pertaining to the financial operations of the Special Fund
(Colombiz and Yugoslevia).

Membership of the Executlve Board

120. The maximum metibership of twelve suggested for the Executive Board would
eppear at first sight to be insufficient to the Govermment of Chile, if it is
desired to espply the principle of equiteble geogrephical distribution and to
ensure the representation of States in accordance with thelr special
characteristics and thelr needs and interests. The Chilean Government therefore
suggests thet consideration might be given to a formula under which this figure
would be increased by means of rotabing representation on a regionel besis.
Other Governments expressing concern on adequate or equiteble geographical
representation are Colombla,; France, Japah, Poland, Syria and Yugoslavia. The
Government of Colomblae believes that in view of the considerable increase in
the membership of the United Nations, the Executive Board should have the same

number of members as the Economic and Sociel Couneil. The Govermment of India

similerly states that in order to provide adeguate represemtation for all

fooe



A/3579

E/2961
H EngliSh
‘ Page 85

countries in keeping with the need for continuity in its composition, the
Executive Board should have eighteen members. The Government of Burma favours
a Boerd of fourteen to elghteen members whlle the Government of Indonesia
suggests twenty-one members. On the other hand, the Govermment of Israel
suggests that the Board should represent spproximetely one-third of the totel
membership of the Specisl Fund and would propose that only a minimum of nine
members be established with the maximum to be determined by the total number

of members of the Fund. 1In the view of the Government of Japan, it would not
be proper to restriet the total rnumber of the Board members to about ten, while

the Governments of Ethiopie and Iran agree with a membership of twelve.

According to the Covermment of Halti, the Board would comprise four or five
representatives of the Technical Asslstance Board, the International Benk, the
International Monetary Fund, WHO, ILO, FAO and UNESCO. Regarding the
designation of the members of the Board, it would appear from the acceptance
of earlier suggestions that most Govermments agree that they should be elected
by the General Council, with the exception of the Govermment of Cambodie which
suggests that they be elected by the General Assembly of the United Nations
and of the Govermment of Indonesia, Whicﬁ suggests that they be elected by the
same procedure end under the same considerations as appliceble to electhions
for membership in the Ecomomic and Social Council. Members of the Board, in
the view of the Govermment of Yugoslavis, would be elected on a country and
not on a personsl hasis; the elected countries.themselves would gppoint their
respective directors, teking into comslderation the need for high professional
qualifications.

Representation on the Executive Board

121. The Governments of Burma, Capads, Demmark, Ethiopia, Israel, Nepal, the
Netherlands, New Zemland, Syria, Thalland, Turkey and the Unlon of Soviet
Socialist Republics favour equal - or roughly equsl (Indis) - representation

of the major contributors, on the one hend; and of other members of the Special
Fund, on the other hand. The Govermment of Demmark would, however, also be
prepared to accept e preponderant influence of the major contributors in thg\
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Executive Board if this would facilitate the establighment of the Special Fund,
In the view of the Govermment of Australis, where the disbursement of large
sums of money is involved, some closer connexion with projects assisted might
be felt desirable by contributing countries then would be mede possiblé by
pervicipation in an annuel General Conference snd océasional membership of an
Executive Board. The Goverrnment of Spedn belleves that provision would perhaps
be made for giving e majority vote to the major contributing countries; it might
be & solution to allow the principal contributor to the Speeirl Fund to appoint
& representative with s special vote. The CGovermment of New Zealand considers
that decislions of the Board should be téken by two-thirds majorlity vote. It

is the view of the Govermment of Cenada that the proposed Board, consisting

of major contributors and other members of the Speclal Fund, should be elected
on the basis that could eﬁsure, inter alis, the necessary continuity of
financiel support. The Govermments of Brazll, Colombis and Yugoslavia are in
favour of egultable or proportilonate representation of both the developed and
under-developed countries. The Government of Chile concurs in the view that
consideration should be given to arrangements to ensure the continuing
representation on the Executive Board of the major contributing countries, but
this must be attained without prejudice to the principls of egquality of
representation. The Goverrment of Tunisia also ;uggests that some formule
should be found to ensure the permenent membership of representatives of
countries contributing the most towerds the operation of the Special Fund. The
Goverrment of Pakisten states that 1t is impoxrtent that representétion on the
Executive Board should not be on the basis of an equel representetion

of the tvo groups of wembers although it is necessary that there should be an
assurance of the representation of the more lumporbtant developed countriles. Egqual
voting rights in the Executive Board sre expressly favoured by the Goverrmente of
Ceylon, Czechoslovakia, Ethiopia, India, Indonesia, the Nefherlands, Syria, and
Yugoslavia. {sce aisp paragraph 114 sbove). The Government of Chile deces not
consider 1t desirable to adept a voting gystem which givés special responsibility
to certain countries.
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Re-election of members of the Fxecutive Board

122, In the view of the Covernment of Colombila, members should be elected every
two yeors and should be elligible for ré-election. According to the Government
of Ecuador, however, some limitation should be placed on the re-eligibility of
members, in order to give more States an opportunity to take part in the work

of the Board; in order to ensure continuity of pollcy, provision might be mede

for the periodicel replacement of part of the Board's membership or eligibility

for re-election might be limited to only one additlonal term of office. In the
view of the Govermment of India, one-third of the members should be retiring
every year with provision for re-ellgibility of retiring members.

Chalrman of the Execubtive Board

123, The Government of Halti suggests that the Executive Board be presided
over by the Chairman of the Technical Asslebance Board or by the Fresident of
the Economic and Social Council. According to the Govermment of India, the
Director-General should be the Chalrmen of the Board, with the power of a
casting vote in the event of a tile.

Meetings of the BExecutive Boerd

124, In the opinion of the Government of India, it 1s not necessary that the
Exeéutive Board be in session all the year round; periodic meebings, say once
every three months, should be sufficient in view of the fact that the Special
Fund's assistence ls intended meinly for long-term programmes of development
with & ressonable degree of continuity‘in ite sssistance. Once the decisions
a8 to the use of the Special Fund's resources are teken, 1t is the view of
this Government that the day-to-day oPérations_may be left in the hands of the
Director-General vho can report to the Board regularly on the utilization of
the aid sanctioned end on the processing of the epplications received for
essistance. The Government of Canaeda i1s of the opinion that it muat be kept
In mind that there is slways the denger of unduly increasing the sessions of
the Beard.
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Representamibn of other sgenclies on the Execubive Board

125. A number of countries comment on the need for representatives of the
United Nations and the specialized agencles to attend meetings of the Executive
Board, as well as of the General Council. In the view of the Governments of
Ceylon, Chile and Colombia,'repfesentatives of the Secretary-General of the
United Watlions, the President of the International Bank, the Msnaging Divrecdtor
of the Internaticunal Monetary Fund, and the Executive Chalrman of the Technicel
Aggistance Board should attend meetings of the Execuitlve Board of the Special
Fund. In additlon, the Govermments of Chile and Tunisia agree that the Execubtive
Boerd should be empowered to invite other specialized agencles of the United

Hatlone to send representatives to any meetings at which guestiocns falling wilthin
thelr field of interest are to e discussed. The Government of Israel would add
the Food and Agriculture Crganization to the above list of orgenizations Invited
to ettend ell meetings of the Board, while the Government of Haltl would expand
the list of represented egencies to include the International Labour Organigetion,
the World Health Orgenization, end vhe United Mations Educatlonel, Sclentific

and Cultural Organization. According to the Govermment of the Republic of Kores,
the volce of the Food and Agriéulture Organizetion ghould be as fully heard in
the Special Fund's deliberations as that of the Technical Assistance Board.76

The Govermment of Czechoslovekla, on the contrary, cennot concur in
representatives of the Iﬁternational Bank and the International Monetery Fund
being entitled to take part in the Board's deliberstions. In its view, close
co-operation between the Director-General of the Special Fund and a
representative of the Secretary-@enérai of the United Natibns will suffice to
meet the requirements of co-ordinating the Special Fund's activities with those -
of the other speclalized agencies.

76/ In reply to question 8.

J
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The Joint Committee

126, The proposel to establish s Joint of Lisison Committee composed of the
Director-General of the Speclael Fund, the Secretary-General of the United
Nations end the President of the International Benk or thelr representatives
vith the essentiel function to advise the Director-General in the formulation
of the Special Fund's progremme of workzz/ 1s supported by those Govermments
which prefer the structure recommended by the Ad Hoc Group of Experts to that
recommended by the Commitiee of Nine.zg/ The Government of Belgium believes
that co-ordination with the United Nations and the specialized agenciles might
be achieved through the agency of a Joint Committee composed as suggested; the
Secretary-General of the United Nations would thus be the link between the
Speciel Fund on the one hand gnd, on the -other, the United Wetloms Depertment
of Econcmic and Sceisl Affairs, the Secretariats of the Regionsl Economic
Commlssion, the Technical Asslstance Administration end the Administrative
Committee on Co~ordination, which includes the Directors-General of the
specialized agencies or their representaﬁivés; the President of the Bank, who
would alsc be chalrman of the board of directors of the proposed International
Finance Corporation, would certainly have an essentisl pert to pley in the
Joint Committee, for the Bank will probably be responsible for most of the
Specisl Fund's operations. According to the Government of Indonesia, this
Committee would meet et the request of the Director-General of the Speclal Fund.
The Govermment of Poland similarly suggests that one could foresee thé crestion
of & consultative body with the participation of representatives of the Unlted
Nations Secretarilat, the Technlcal Assistance Board and the specislized sgencies.
The Government of Cembodia recommends the setting up of a Board of Monagement
conslisting of representatives of the speclalized agencies which would co~ordinate
progremmes and make proposaels of operations for the approval of the Fxecutive
Board. The CGovernment of Jepan suggests that the Joing Committee also include
the Executive Secretaries of the Reglonel Economic Commissions and the Executive
Chairmaen of the Technical Assistance Board. On the other hand, the Government
of Chile conegiders thet further consideration should be given to the experts’
suggestion'for g Joint Committee; it expresses surprise thet it has not been

II/ Speclal United Wations Fund for Economic Development, document A/2906,

paragraphs 57-59.
78/ See paragraph 116 sbove. [eoe
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guggested that the Executive Chairman of the Technicel Assistance Board should
be & member of the Commlttee. The Government of the Netherlands alsc feels
that the proposal to set up a Jolnt Committee deserves further consideration,

and suggests that the Execubtlve Chairman of the Technical Assistance Board
might perhaps act as alternate to the Secretary-General of the United Netiouns.

The Govermments of Ecuador and (olomble asre less in favour of the Joint

Committee. In the view of the Colomblan Govermment, since there 1s already
repregentation of the specialized agencies provided for in the Executive Board,
it is neither necessary nor desirable to set up a Joint Committee. This point
is also made by the Govermnment of Ecuador which further cbserves that under the
procedures laid down for the appraisal-of projects and oving to the nature of
the functions of the organizetions concermed, the Director-General of the
Specigl Fund will heve to maintain close contact with the Secretary-General and
the President of the International Bank. The Government of the United Kingdom
doubts whether the formal composition of the Joint Committee would constitute
suitable machinery for lisison among the agencies and doubts whether the
International Bank would be willing to perform the functlons assigped to 1t on
that Committee.zg/ The Government of Israsl hesltates to pronounce itself
finally on the need to set up such o Committes; if it is decided to esteblish
a Joint Committees, the Committee should be composed &s follows: the Director-
General of the Special Fund, the President of the International Bank, the
Executive Chairmen of the Technical Assistance Board and the Head of the
Department of Economic and Soelal Affeirs of the United Natlons Secretarlat.

Admind stration of the Speeclal Fund

(a) The Director-Genersl

127. The Govermments of Burma, Colombia, Ecuador and Yugoslavia agree with the
proposal, In the report of the Committee of Ninegg/ that the Director-General
would be appointed by the Executive Board in consultation with the Secretary-
General of the Uhited'Natiqns. The Government of Tunisia sgrees with the

proposal of the Ad Hoe Group of Experts, headed by Mr. Scheyven, that the

zg/ In reply to question 5.

- §g/ Report on & Special United Naotions Fund for Economic Develomment, document
E/25681, page 58, recommendsvion 68.
Jeos




A/35T9
E/2961
English
Page Q1

President of the Internastional Bank shopld slsc be consulted. The Government

of Syria suggegts elections by the Executive Board. The Government of
Czechoslovakis speclfies that the President of the Internationel Bank should
not be entitled to act in a consultative capacity with }egard to his appointment.
The Government of Ecuador believes that no consultation with officials of the
specialized agencles 18 required. In the view of the Govermnment of India, the
Director-General should be appointed by the Executive Board in consultabion with
the Joint Advisory Committee, while the Covermments of Czechoslovakis and
Poland suggest that he should be electefl by the General Conference (qr Asserbly)
of the Special Fund. According to the Govermment of Australis the funecticns
and responsibilities of the chilef executive officer of the Speclal Fund call

for close examinatlon.

(b) The Staff

128, The Governments of Belgium, Burma, Chile, China, the Netherlands and
Syris concur in the view of the Ad Hoe Group of Experts that the staff of the
Speciel Fund should be kept as smell as possible. However, in the view of the
Governments of Chile, Israel, Japan and thelHetherlands, the steff should be
sufficient to be able to accomplish ite task with the necessary indapendenée;
it should not become entlrely dependent for the fulfilment of its task on the
sdministrative facilities of other bodies or organizetions. In the view of the
Goﬁernment of Czechoslovakia, the Special Fundlshould have 1ts own key staff
and otherwise utilize the Secreteriat services avallsble gt the Unlted Wations
Beadguarters, including those of the Technicel Assistance Board. The Government
of the Netherlands similariy suggests that the United Nations Secretariat might
supply its services vhere necessary, wﬁile the Government of Burms suggests
meximum utillization of the existing international organizetlons. Accofding to
the Government of Belgium, at 81l events, the recommendations of the United

“Ngtions General Assembly concerning the econcentretion of efforts and resources
and the need to avoid overlapping and duplication of work will have to be borne
in mind when the Speclal Fund's own administrative machinery is set up.
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129, According to the Government of Afghanistan, the provisions of Artieles 100
and 101 (3) of the United Nations Charter concerning standards of efficiency,
competency, and integrity, as well ar wide geogrephical distribution, should
apply to the staff,

{(c¢) General

130. Concernlng the organizebional pattern of the Special Fund's administration,
the Government of Cembodis suggests & General Executive Department,; s Finaneial
Studies Service and an Accounts Department. The Govermment of Heitil suggests a
Secretary-Treasurer and an Economlst as well as g smwall group of assistants
limited ag to number and as to the total amount of their salaries. The Government
of the Republic of Viet-Nam proposes a Programmes Division, a Credit Division, and
8 Control Division, each subdivided into an industry, agriculture and aoéial
welfare section; representatiVes of the international agency résponsible for
industry would be attached to the industry sections, representatives of FAO to

the agriculture sections, and representstives from UNESCO, WHO, ILO, ete., to

the social welfare sections, The Government of Italy recommends the eatablishment
of reglonal offices of the Special Fund for exploratory and planning functions,
closely relsted to the Regionsl Economic Commissions,

151, Avoldance of @ new costly international bureaucrscy ie stressed by the
Governments of Austrie, Canada, Norway, Pekistan and Switzerland. In the view

of the Covernment of Cambcdiam, the administrative structure of the Special Fund
should be simple as it is very difficult for the meagre administrative services

of the under-developed countries to comply with the requirements of the
corresponding sdministrative services of the aseisting international bodies end
foreign countries; it 1s advisable therefore to avoid the danger of glving the
Special Fund arn excesasively elaborate administretive struchurs.
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7. Methods and mechanism fq% the appraisal of projects
Forty-eight Govermnments commented on this question.

Egtablishment of procedure for appralssgl

132, Eleven Govermments explicitly express agreement with the procedures for
appraisal recommended in the report of the Ad Hoc Committee of Experts or find
them worthy of gonsideration.gé/ Statements to thig effect are made by the
Coverrments of Austria, Belglum, Bolivia, Colombis, Demmark, Ecuedor, Ethiopila,
the Republic of Korea, New Zealand, Spain and Switzerland. To the Covernment of
Belgium, however, the time does not yet seem ripe for specific proposals on this
guestion. The Govermment of Austreila similarly believes that it is too early to
answer this gquestion. .

153, The Covernments of China, Pekisten, Saudi Arabis snd Thailsnd suggest that
rules for the screening of applications should be worked out. The Covermment of
China would lesve the formulation of such rules to the Executive Board of the
Specigl Fund, and the Government of Thallend favours the establishment of a
committee to lay down procedure and mechanism for the appraisal of projeets., The

} . .
Governments of Cambodila, Chlle and Norway stress the need for simplicity and speed

of procedures for the apprailsal of projects. The Guvermment of Cambodis suggests
in order to expedite work, that detalled a priori apprailsing of a project should
be replaced by stricter control (supervision) of attual expenditures as the
executlon of a project progresses.

Criteris for eppralsal of projecte

134, Some Governments stress the difficulty or undesirability of rigid criteria
or rules for the gppraisal of‘projects (Greece, Pakisten, Poland). The Covernment

of Nepal, on the other hand, favours the clearest possible statement by the

Special Fund's administration of the criterls which will govern the making of both
grante and loans. The Covernment of Indonesia also states thet in view of the

fact that the co-operation of other agencies with standards different from thoge of

81/ Special United Nations Fund for Economic Development, document A/2906,
paragrephs ©l-67.
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the Speciel Fund will be requlred in the sppraisel of projects, there is an
evident need for clear formulation by the Special Fund of its owan policy
dirsctives.

135, The following Govermments mention guiding principles of a general nature

that should be applied in the appralsal of projects: Afghanistan, Bolilvis,
Brazil, Canada, Czechoslovekia, the Dominican Republic, France, Greece, Israel,
Pekistan, Poland, Thailand, Turkey, the United Kingdom end Yugoslavia. First of
these are a group of principles based on consideration of the nature and scops

of the Special Fund, suggested by the Govermment of France: counsistency with

'the Speciel Fund's policy, competence of the Special Fund ag distinet from other
agencles to agsist a glven project, financial’reqpirements of a project In
relation to the Special Fund's capacity. Coneistency with aims of the Special
Pund is also mentioned by the Governmentﬁ of Thalland and Yugoslavia; the criteris
suggested by France are aleo implied by other Governments., A second group of
general criteria 1s related to the needs for, and benefits to be derived from

the Special Fund's sssistance. In this category are mentiodned: equitable
geographical distribution (Bolivis, the Dominican Republie); the efforts which each
reciplent State is making with its own rescurces (Bolivia, the Dominican Republic,
Turkey); the degree of expectancy of early positive results (Turkey); the impact

of a project on the econcmic development 6f & country (Brazil); the ability to
increase the capacity of a country to further its subsequent development by ilts
own means (Poland); a project's contribution to the strengthening of the
infrastructure (Israel); a project's demonétrable direct contribution tc the

expansion of productive resources (United Kiugdom);gg/ the indirect economic

ag well as social benefits that are likely to accrue on the completion of a'project
(Pakistan), The Govermment of Czechoslovekis is of the opinion that the mein
criteris for sppraisal of projects should be whether they are in fact desligned

to further the development primarily of the key sectors of the economy, i.e.,
indugtries and agriculture,

136, Cther issues of eppreisal are raised by the Government of India, which
states that the spirit of the Special Fund requires thalt it should appraise the

82/ In reply to question 1.
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over-all programmes of development of the applicant countries rather than specific
projects, and glve apsistence within the framework of a well-conceived programme
of development so as to permit a reasonmble degree of flexibility in its actual
utilization. The CGovermnment of Norwey also stetes specifically thet projects
should be appraised in close relationship with other projects 1n the assisted
greas, Similar views are exprepsed by the Govermments of Israel, Nepal and
Saudl Arabia. According to the Governments of Israel and Syria extermal
assistance should also be taken into account.

137. Regarding more specific eriterla, the Govermment of Israel suggests that in
appraising requests, the Special Fund should consider vwhether its assilstance
would increase the utility of loans and technical assistance received from other

gources, The Government of Thailand mekes a distinction between grants and loans
in suggesting criterla of appraisal; whereas the former should be extended on

the besis of need and contribution to social improvement, other criteris should
also be applied in tHe appriaisal of loan-applications: notably the timing of a
project and the abllity of the recipient country to service the loan, Ability

to repay is algo stressec by the Govermment of Egypt {in reply to question 4),

The Govermnment of Brazil, on the other hand, holds that in its consideration of
applicatione, the Special Fund should not adopt as a criterion the applicant's
capacity to repay in foreign currency.gé/ The Govermment of Costa Rlcas states
thet for the appraisal of projects there are already avellable well tried criteria
such a8 health facillties per capiis, populetion increase, ete.

138, The Government of Chile considers it extremely Important to lay down the most
appropriate method for determining the order to priority of projects. According
to the Government of Bolivia, projects submitted by Goveruments which have
concluded tGechnical assistance agreements with the Uhité& Nations should be
examined on & priority besis; it is the belief of this Covermment that the

Speclal Fund should concentrate on the mopt essentiml projects submitted by its
Members in comsultation with the United Wations technical essigtance muthorities;

83/ 1In reply to question 8,
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it should endeavour to ensure that such projects be executed with all possible
vrgency, avolding the dispersal of resources; priority in the allocation of
wsources should be given to prﬁjects already initisted (reply to question 8); while
prioritlies would be indicated by Governments, they would be endorsed by

United Hatiohs advisers who would issue technical reports establishing the
soundness of the requests (reply to gquestion 1). The Covernment of Cuba suggests
that where several projecte are submitted by a Government, the pricorities
indicated by 1t shouwld ag far gs possible be ovserved by the Special Fund, but
the finel decision on priorities should rest with the competent organe of the
Special Fund. The Government of Canadﬁ is of the opinion thet adeguate procedures
should be established to assure that resources are allocated equitebly and
efficlently to meet the most important and urgent needs of the under-developed
countries, having regard, of course, to the fact that such needs may also be

met by funds from othér gources.

Mechanlsm of appraisal

159. In the view of the Govermment of Egypt, the management of the Special Fund
should be guilded by methods and mechanisms for the appraisal of projects similar
to those used by the International Bank, The Covernment of Bolivia, on the other
hand, 18 of the opinion that the Specilal Fund should use legs time-consuming
precedures than thoge adopted by the Bank, the Internaticnal Monetsry Fund and
other lending agencies of Member States of the United Nations. According to the
Government of Spain the procedures for the appréval of projects should be as
simple as possible {reply to question 8).

1L0, Direct sutmisgion of projects by Govermments is specifically stressed by the
Governments of Canads, France, Indis, Japan, Syria end Yugoslavia. The
Czechoslovaek Government s%ates, moreover, that epplications should be submitted

directly by the Covernments concerned, to the exclusion of any intermediary agency
or institution. The Governments of Ethiopia, Haiti, Tndonesia, Tren and Pakisten

imply in their replies that submission will be directly to the Special Fund.

1h1. The Governments of Chile and Tunisia suggest as a permissible alternative

to direct submigsion by Govermments, submisasion of application through specialized
ggencies or the Internationsl Bgnk, The Govermment of Colombla sdds to the shove
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the United Natlons Technical Assistance authoritles as an appropriate channel
for submlssion of projects. The Governmeﬂt of the Republic of Viet-Nem considers
it desirable thatlprojects be prepared in co-operation with experts from
speclalized agencies and be eent to the specislized agency concerned for
trgnsmittal to the Special Fund. BSeveral other Covernments suggest assigtance
by ppecialized agencies in the preparation of projects.

lHE. In replies to question 5, Governmente express their views om co-operatlon
with speciglized agencies, the United Nabtlons Secretariet, the reglonal ecconomic
commissions and the Technicel Assistance Boérﬂ. In connexion with the guestion
of appraisal of projects, the following CGovermments refer to co-operation with
one or more of the agencies or organs listed sbove: Belgium, Cambodia, Canada,
Ceylon, Chile, Czechoslovakis, Finland, India, Indonesia, Iran, Israel, Japan,
the Netherlands, Norway, the Republic of Viet-Nam, Yugoslavis, In addition, the
eight countries expressing agreement of tﬁe recommen&afiona of the Ad Hoc Group
of Experts listed earlier implicitly approve such co-operation.

143, The CGoverrmente of Cambodla, Chile, Colombia, Bcuador, Ethlopia, Finalnd,
Japan, the Netherlands, Norway, Tunieia and Yugoslsvia would agree to submission
for preliminary eppraisael of an agpplication recelved by the Special Fund to a
competent specialized agency or other United Wations body listed above. The
Government of Chile is of the opinion that gpplications submitted to the Special
Fund should be pimiltaneously examined by the competent orgens, ineluding the
regional economic commissions. Bpecific reference to consultation with regional
economic commigsions is also made by the Goverumente of Colombis, FEcuador, Japan
and Yugoslavia. The Government of Ecuador suggests that when a project is to be
examined before submiesion to the Executive Board, it should be examined separately
by the appropriate departments of the Uniﬁed Nations Secretariat and of the
Toternational Bank. The Government of Ethiopie considers that applications
received by the Special Fund should first.be sent by the Director-General to the
appropriate orgenization for exsminstion or further information. The Government

of Finland is of the bpinion that only projects umsnimously approved by the
specialized agenciep and other bodiles consulted should be given financial support
by the Speclal Fund. The Government of the Netherlaends expresses the view that
eppraisal df gpplications will f21l in the first place to the organizatilons to
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which the particular projects In question belong, The Govermment of Norway
states that it would seem ﬁractical for the appraisal to be mede bj, or in
cloge co-operation with, the United Natione apparatus for technilcal assistance.
1kh, References to the need for assistence in the eppraisal of projects by
gpecialized egencies and other United Nations bodies, without specifying eny
perticular method of co-operation are also contgined in the replies of the

Govermments of Canada, Ceylon, Czechoslovekis, France, Indis, Indonesis, Irsn,

Israel, q§£§2; Thailand and Yugoslsvia. The CUovernmente of India, Peskistan,
Yugoslavis and Haiti state explicitly, howevei, that the final appraissl of
projects should be undertaken by the Special Fund itself.

145, Severel Governments strese the need to give complete suthority to the

Board for making finel decigion. This 1s explicitly stated by the Govermments of
Cambodia, Chile, Colombia, Czechoslovakin, France, Haiti and Pakistan. The
CGovernment of Austriaéﬂ/ suggests the possibility of appéal against the declsion
of the Executive Board to be lodged with the General Counecil,

Other points made by CGovernments

146, Three Covernments stress the need for freedom from politicel or military
congideratipns in the operation of the Special Fund (Afghanistan, Saudi Arsbia
end Turkey)., The Covernment of Brazilgz/ suggests that the Special Fund might

have speciaslized offices in the principal under-developed areas, which would give

technical apsiptance to Member States in the preparstion of econcmic development
projecte, The Government of Auptralias mekes the general comment that it would
be necessary for the Specisl Fund to guard agalnst interferences with the
development plans of under-developed countries.

147, End-use supervision of the ald granted to under-developed countries either
in the form of grants-in-aid and/or of loans ie recommended by the Governments
of Australis, Belgium, Cambodia, India,gé/ Israel,éé/ Thﬁiland,gé/ and the
Republic of Viet-Namoo (the latter only in the cese of loans, the only form of

asslstance envisaged by this Covernment).

§E/ Which does not gpecifically mentlon co-operation with other agencles in this
context.

85/ 1In reply to question 8,
86/ In reply to question 4,
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In the view of the Government of Aus!rLralia ﬁhose regponsible for the
3pecial Fund's operations WD'IJ.ld. have g re;éponsibility to the contributors to
the Special Fund to see that the resourceg made availsble to it were used wisely.
\ similar remark is made by the Government of Belgium (in reply to guestion %),
Fhe CGovernment of Indis remarks thab alth{:ugh it is in Pavour of what K is sometimes
:0lled the "programme é.pproach" a8 distinguished from the "project approach®,
wnetheless, in the common interest of all members of the Special Fund, some
pachinery is clesrly required .for keeping track of the use made of the Special
fund's assistance and for insuring that the ald glven by the Fund is, in fact,
18ed for implementing lsrger and more balenced programmes of development. The
jovernment of Israel suggests that the Repident Representatilve of the Technical
\ssistance Board or experts of specializeiﬁ agencles may well be asslgned specisl
responsibilities with regard to the implementation of projecté initisted under
;he guspices and with the aid of the Special Fund and such sgents will then have
;0 submlt progress reports to the Director-General of the Special Fund,

/...
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PART II

ANALYSIS OF COMMENTS OF GOVERNMMS
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A, Analysis of views on the establishmgnt of a Specisl Fund

1. Cut of the fifty-seven Governments which have replied to the Secretary-
General, twenty have preceded thelr replies to the eight queestions enumerated in
the annex to resolution 923 (X) with considerations on the question of the
egtablishment of a Special Fund or ﬁave included separate sections on this
question; three others express views on this subject without answering the

eight questions. Seventeen Governments have made remarks on this matter in
connexion with some of the questidns enumerated in the annex to resolution 923 (X),
put have not dealt separetely with it. Fourteen Govermments touch upon the
question of esteblishment by impllication only. In this respect it should be
noted that elthough Govermments were invited to submit their views on the
establishment of & Speciel Fund no specific question on this matter was included
in the amnex to said resolution. Three Governments express neither general
views nor do they answer the eight questions.

2. All fifty-four Governments expressing views on the establishment of a
Special‘Fund are in agreement 1ln principle with such esteblishment. Thirty-three
express themselves in favour of the esteblishment of the Special Fund without
laying down eny prerequisite conditions; ﬁhirteen teke the same.position by
implication. [Eight Governments believe, however, that certein conditlions should
be fulfilled before the Special Fund is established,

3. Of the thirty-three Govermments mentioned in the previous paragraph,
twenty-three emphasize the impect which such & Fund would have on the economic
and gocial development of less developed countries, five of them stressing the
value of such an establishment in the promotion of good Wili and understanding
among nations. Twelve Governments of vwhich seven are already included in the
twenty-three mentioned above, consider that the Special Fund should be established
before world-wide internationally controlled disarmement is echieved. One
Government considers that until significant reductions a&ll round in the level of
expendlture on arms can be achieved, there can be little hope that funds on the
scale required will be forthcoming for the proposed Special Fund.

4, Six Governments express disegreement with the suggestion that the Special
Fund might perheps be established for am initial period‘of Tive years while one
Goverment explicitly agrees with it. /




A/3579
E/2961
English
Page 103

B. Analysis of replies to the guestions enumereted in the annex
to resolution 925 (X)) of the General Assenmbly

1. Role of & Special Fund

5. In past studies, particularly the report of the Committee of Ninel/ (1953)
and the report of the Ad Hoc Group of Experts headed by M. Scheyveng (1955),

five general suggestlons as to the character of the proposed Special Fund have
been made. It has been suggested that the proposedSpeciel Fund should be guided by
the principles of the United Nations,'that it should stimulate self-help in the
assisted countries, that it should effectively contribute to their economic
development, that it should essentislly operate as. a non-commercisl and non-
profit meking institution, and that the resources provided by the Special Fund
should be additional to those évailable from other sources. Thése suggestions

seem in general to be supported in the present govermmental replies; and nope

of the replies suggests any basic departure from them.

6. A substential number of Govermments (thirty) point out, with varying degrees
of emphasies and explicitly or by implica%ion, thet the Special Fund should devote
resources more especlally to developing the infrestructure of under-developsd
countries, i.e. in the words of the report of the Ad Hoc Group of Experts, "the

basie facilities needed for effective prpduction, such as a minimum of rceds,

\

|

|

\

power stations, schools, hospitals, housing and Coverrment buildings". Of these

| thirty Governments, sixteen Goverrments also favour assisgience fo certain directly

| productive projects in egriculture or industry or refer to assistance to be

given within the framework of development programmes, Or cover both points.
T. In eddition to these sixteen Governments, which would extend the scope of

‘ assistence beyond the infrastructure, there are eleven Governments which only
refer to assistance within the fremework of, or in direct support of, broader
development programmes or for certain directly productive projects without specific
reference to the infrastructure. Out of this total of twenty-seven Governments

ten refer to development programmes, but not specifically teo productive projects,

1/ Report on a Special United Nations Fund for Economic Development, document
- B/2381. -

2/ Special United Nations TFund for Economic Devélopmenf, document A/2906.

|
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ten to productive projects but not specifically to development programmes, six

to both productive projects snd development programmes, and one to the development
of the nationel econcmies of the under-developed countries in general.

8. Some Govermnments urge that the Special Fund should not be restricted %o
non-self-liguidating projects (nine Governments) nor to the direct foreigh
exchenge requirements of specific projects (four Governments), but fourteen
Governments state that the Fund would only finsnce projects for which private
capital or international financiel resources, especially those of the Internationa
Bank, are not avallsble, while other Governments by implication seem to be of

the opinlon that the Special Fund should finence only non-self-liquidating project
9. Question 1 es formulated in the annex to resclution 923 (X} asked for
opinions on the role of the Special Fund "in the economic develcpment of your
country". The Govermnments of undér-developed countries replied directly, in
relation to their own'plans for development. Your other Governments stated that
they anticlpated trade benefits either immediately in connexlion with the aid
currently provided or over a longer period as standards of living rose in under-
developed arems. (See also preceding Section A.)

10. Xew proposals put forward by three Govermments are that the Special Funmd
might play some part, if so réguested by the Governments concerned, in the
formulation and supervision of programmes of assistance provided on a bilateral
basis; also that the SBpeclal Fund should facilitate the co-ordination of aid

of all types by collecting and disseminating information about it.

2. Nature of contributions to the cperstional budget
of the Special Fund

11. Twenty-four Governments express themselves explicitly in favour of voluntary
contributions. Eight Governments would prefer fixed assessmente as opposed to
voluntary contributions. Twenty-three Govermments support the idea thet
Governments might determine their contributions on the tasis of some cbjective
criteria (netionsl income, aggregate or per capita, keeping in mind, but not
necessarily copying, the scale of contributions to the United Nations, the
International Bank, etc.).

12. Nineteen Govermments explicitly support the idea of contributions renewsble

et annual or other periodic intervals. Eleven Govermments recommend a system

s
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of advance pledges, e.g. for two or three or Tive years, subject to annual
approval by leglslative authority, where required, in order to provide some sort
of long-term foundation for the Special Fund's resources and to enasble countries

to receive assistance from the Fund for long=-term programmes.

- 13. The replies recelved indicate thet contributions may teke one or more of

the following forms: (i) contributions in the form of local currencies, to be
used for the purchase of goods end services in the contributing country, or
convertible into other currencies only to the extent permitied by the Governments
concerned; (ii) contributions directly in goods and services; and (i1i) fully
or partially convertible contributions.

1k, Twenty Governments express themselves in favour of contributions in local
currency. Two of them state explicitly that many countries would have difficulties
in contributing 1f the Special Fund were to heve the right to‘insist on
convertibility into any currency. Although four of the twenty Governments
recognize the limitations which would thus be imposed upon the Special Fund's
resources, eleven of them stipulate that conversion into other currencies should
be subject to the appyoval of the Go#ernment concerned.

15. Eight Govermments point out tThe possibility of contributions to be made at
least partly in goods or services. Six others would permit such contributlions
in exceptional circumstances or within certain limits only. On the other hand,
eight Govermments explicitly oppose conbtributions of this sort.

16. Eleven other Govermments on the other hand express the view that all or at
least a certain proportion of the contributions should be convertible, Five of
them consider that complete or the widest possible convertibility is necessary
inasmuch as 1t would give considerably more flexibility to the Special Fund in
its operations.

3. Initial sum to be collected before the Special Fund
should stert its operations

17. 0Of the forty-two Govermments which have replied'to this guestion in specific
terms, twenty heve stated that the Special Fund could begin its operations with
en initial amount smaller .than the $250 million proposed by the Committee of Nine.
It is the view of these Goveruments that possible difficulties in ettaining the
initiel sum of $250 million should not stend in the Way.of the establishment of

Jeos
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the Special Fund. Seven of these replies have not specified the lower amounts
which are considered necessary. Of the others three are content with an emcunt
between $200 end $250 million, four with $150 million, one with $100-150 million,
and five with $100 million or less. The lowest figure, $62.5 million, is,
however, qualified with the statement that the Special Fund should at the same
time be at least able to count on the participationwof the major countries at

not too distant a date.

18. Seventeen of the forty-two Govermments consider that the Spécial Fund should
begin operations with an initiel sum of $250 million, collected or pledged. OF
these, eight Govermmenis feel more specifically that one should not embark upon

a new internaticnal venture of the type of the Specizl Fund without a promise of
contributions aggregeting $250 million as a minimum emount.

19. The five other Governments suggest higher amounts ranging from $300 million
to $2,000 million.

20. Bight Governments have not specified any precise emount &s being the minimum
reguired to be collected or pledged before the Special Fund beglns its operations.
Two of them express inability to make = preciée estimate without the data necessary
to compute the cperational requirements of the Specigl Fund. Two others coneider
‘that the question of the exsct initiel emount should be secondary to the urgent
need for setiing up the Special Fund.

21. Besides specifying the size of the initisl contributions, four Governments
Woulq like to see initiael participation by twenty or thirty countries in the
Speeinl Fund. Eigﬁt Governments consider that the Special Fund would not have

8 reasonable assurance of success and conﬁinuity without the perticipation of
major induStrialized countries.

22, Bixteen Govermments emphasize thet, if the Special Fund is to be an effective
instrument in the development of under-developed countries, it will have to count
on continued and possibly'highef contributions in fubure years. Seven Governmments
look forweard to improvement in intermational economic and political situations,

as well as to savings from programmes of disarmement, as potentlal sources of

/s
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inereased conftributions to the Special Fﬁnd in future years. One Government
draws attention to General Assembly resolution 72k (VIII). 3/

LY

4, ‘Grants-in-aid and loans; thelr terms and conditions

2%3. A great mejority of Govermments seem to visuaslize the Speclael Fund as
engaging both in grants apd loans. The various views of fifty-one Govermments
expressing cpinions on thié questlion cen be summerized as follows:

(a) Exclusively loans: seven Governments;

(b) Primarily loans ﬁu@ without excluding grants: eleven Governments;

(c) Both grants and loans, without preconceived ideas on the relative

magnitude of the two forms of transactions: nineteen Govermments;

(4) Primerily grants, without excluding loans: fourteen Governments.
ph, A variety of erguments is developed in the replies. Of those which prefer
grants-in-aid, three Governments believe that this form of assistance would better
correspond to the needs of the under~developed countries; two others étress the
edministrative advantages of grents-in-aid. The arguments adduced in favour of
loens ave: that loans would assure replenishment of the Special Fund's resources
(nine replies); that requests for assistence would be limited to projects of
ressonably high priority (one reply); end that loans, as distinet from grants-
in-aid, do not affect the prestige of receiving coumtries (two replies). 1In
five replies it 1s indlcated thaet the distribution of the Specisl Fund's operations
as between the economic end the social parts of the Infrastructure would necessarily
have a relation to the financial instruments to be employed by the Special Fund,
€.g., grants-in-aid, loans in various forms.
25. Concerning the neture and terms of loens, various instruments have their
supporters: (a) Twenty-nine Governments ere in favour of long-term low-interest

loans, i.e, with longer periods of emortization end retes lower then those of the

3/ This resolution contains the following declaration: "We, the Govermments of
- the Member States of the Unlted Nations, in order to promote higher standards
of living and conditions of econcmic and social progress and development,
stand ready to ask our peoples, when sufficient progress has been made in
internationally supervised world-wide dissrmament, to devote 2 portion in
the savings achieved through such dissrmement to an internationsl fund,

within the framework of the United Nations, to asslst development end
reconstruction in under-developed cpuntries.” (Official Records of the
General Assembly, Eight Session, Supplement Ne. 17, p. 10).

fu
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International Bank; (b) six Govermments ere in favour of interest-free loans;

(¢) +twenty-one Govermments are In favour of loans repayeble in local currency;
this group comprises thirteen of those Govermments suggesting lontherm low-interest
loans and seven of those in favour of loens at normael interest rates (of which two
refer to rates charged by the International Bank); (d) nine Governments in all

are in favour of normal interest loans, three referring specifically to
International Bank rates; two of the nine Governments assume thet loans would

be repaygble in local currency; three others in order not to deviate from normal
commercial'lending operatiéns, and one because such loens would be made out of
funds secured through bond flotation in the open market; (e) combinetions of
grants by the Special Fund with loans from the International Bank or from other
lending agencies, 80 as to produce in effect a combined low-interest loan, are
approved by six Govermments, and opposed by one. |

26. Four Govermments expressly oppose renegotiotion or modification of terms of
loans, once they have been laid down.

5. DRelationships between the Speclal Fund, the United Naticns
and the speclalized agencies

27. Forty Govermments out of forty-nine which have replied to this question
envigage the Special Fund, when éstablished, as an auntoncmous body within the
framework of the United Nations; of these, seven suggest thaet fhe proposed Fund
should be set ﬁp as & specimlized agency and fourteen specificelly refer to the
recommendations made by the Ad Hoc Group of E;q_;e’:r‘i:s.-l-L

28. Forty-two Governments recommend close co-operation with one or more of the
following United Natione organizations: the United Nations itself including its
reglonal -economic commissions (mentioned in twenty-eight replies), the United
Nations technical assistance bodies {mentioned in sixteen replies), and the
specialized agencies, particularly the International Bank (mentioned in sixteen
replies) and the‘Food and Agriculture Organization (mentioned in nine replies).

E/ Special United Nations Fund for Economic Development, document A/2906,
chapter VI.

[ene
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Among the reesous indicated by Governmentsgin support of close co-operation are:
the desire to prevent duplication with exiéting organizations, the desirsbility
of keeping the size of the staff of the Special Fund as small as possible, the
best possible ubilization of resources available for the development of under-
developed countries especially by joint or complementary actlion with technical
agsistance. Bxchange of information and of technical services and assistance
between the Special Fund end the United Nations orgenizations in the preparation
and implementation of projeects are mentioned as forme of co-operation.

29. Ten Goverrmments out of the forty-tvWo mentioned in the preceding paragraph
and one other Govermment explicitly refer to the neceassity for safeguarding the
operational independence of the Specisl Fund. Seven Governments more particularly
emphasize the operational independence which the Special Fund should have
vis-a-vis the Internetional Bank.

30. Two Govermments recommend that in ordet to facilitate co-ordination with
United Nations bodies; the Special Fund's administration should be situated in
ew York.

3l. Four Govermments suggest execution and administration by the specialized

Egencies of essistance decided upon by the Speeial Fund.

6. Structure of the Speeial Fund

32. Thirty-three Governments appeér to be in genersl agreement with the
recomendations concerning the structure of the Special Fund contained'in the
report of the Commititee of Nine or that oflthe Ad Hoe Group of Experts headed by
Mr. Scheyven. Of these, sixteen Governments ere explicitly, and another six
Governments sre lmplicitly in agreement with the proposels of the Ad Hoc Group of
Expefts regarding the structure of the Speciasl Fund as a vhole, although five

of these tweﬁtyhtwo Governments have some reservations concerning the Joint
Commlttee. Under these proposals the organs of the Speciel Fund would cconsist
of a General Council, an Executive Board, a Director-General, a Joint Committee
and the staff. The remaining eleven of the thirty-three Governments are in
implicit or explicit agreement with the proposals of the Committee of Nine which
differ from the report of the Ad Hoc Group of Experts meinly in thet they do not
provide for g Joint Committee.
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3%. There is agreement. among thirty-three Gov rmments that there should be a
General Council or plenary meeting of Member States to lay down the Special Fund's
general policy and to receive reports on the Fund's activities.

34h. Regarding the membership of the Executive Board, seventeen Governments are

in favour of equal representation of two groups of countries of which the first
would consist mainly of major contributing countries, the second mainly of under-
developed countries. Ten Governments expressly state thét the menbers of the
Executive Boérd-should have equal voting rights.

35. Of the eforementioned twenty-three Govermments generally supporting the
proposals of the Ad Hoc Group of Experts, seventeen sppear to be in favour-of a
membership of twelve, while five Govermments end also another Government not emong
the twenty-two are in favour of a larger number than twelve (fourteen and twenty-
one being the lower and upper limits mentioned). Six Governmeﬁts mention the
need for a falr geographical distribution. Three Governments expliclitly state
that membership of the Executive Board should be esteblished on & roteting basis.
36. As to the Jolnt Committee proposed by the Ad Hoc Group of Experts, eighteen
Governments (eight explicitly) appear to favour such a Committee with the
composition proposed by that Group. On the other hand, eight Governmenis express {
in various degrees disagreement. OFf these eight Govermments, two are ageinst

the establishment of the Joint Committee, one expresses doubts whether the
Committee would be appropriste end five would like to see the Committee expanded
by adding the Cheirman of the Technical Assistance Board or representatives of

the specislized agencies, or of the regionsl ecornomic commissions.

T. Methods and mechanism for the appraisel of projects

37. The replies to this question are related to those given under questions 1,

4, 5 and 6, The present summery anelyses the two principal subjects discussed
in the replies to question 7: (a) the mechanism for hendling requests for
agsistence, and (b) criteria forlappraisal of projects.

38, OFf the twenty-six Govermments explicitly in favour of some measure of
co-operétion between the Speclal Fund end other agenecies in the handling of
requests: eleven express agreement with the Ad Hoc Group of Experts® report which,

inter alia, recommended that use be made of exlsting United Nations orgenlzaetions,

[oes
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especially the United Nations Secretaria|| and the International Bank, in handling
asgistance requests; one of these Governments récommends simultaneous treatment
by various sgencies. Sixteen, without #eference to thet report, indicate the
necessity of co-operation with existing United Netions orgesnizations.

39. Sixteen Governments express themselves on whether submission of projects
should be directly to the Speclel Fund oy through one of the existing agencies;
twelve Governments suggest direct sﬂbmiséion of projects to or appralsal by the
Special Fund, without mentioning alterna#ive,methods; four Govermments also
suggest submission through en existing United Natlons body.

Lo, Seven Govermments explicitly state &hat the‘final decision on the granting
of essistence should rest with the exeéuﬂive organs of the Special Fund; and
many Governments, in view of their opiniﬁn given in reply to question 5 on an
Executive Board, seem to share this beli#f implieitly.

hl. Nineteen Goverrnments mention one orEmore“general principles to he epplied
in the sppraisal of projects. These principles‘relate to the general aims and
Vtasks 6f.the Special Fund end to the benéficial impact on the economic development
of the countries assisted. f

42. Three Governments stress the @ifficﬁlty or undesirability of laying down
rigid criteria and three other Governmén%s stete that the Special Fund should
‘establish metﬁods For determining priorities.
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CONCLUSIONS

1. The Committee wishes to emphasize that the following conclusions, bread

as they are, éhould be read in conjunction with parts I and IT of this report

and not by themselves,

2. The replies of Covernments received show that there is sgupport for the
proposal to esteblish a Special Fund to assist in financing the development of
the economies of the ﬁnder-developed counti'ies.f

2 From the answers of Coveruments summarized in the previous parts of this
repert there emerges a general pabttern of the proposed Speclal Fund,ﬁhich brings
together the most frequently indicsted views on 1ts verious aspects., This pattern,
by its nature, does not take into account the diversity of oplniome put forward
on each aspect. In addition, the group of Covernments representing the most
freguently indiceted view on a particuler aspect is not necesparily always the
game. Consequently, it 1s possible that scme fegtures of the pattern which
emerges are not fully consistent with each other,

b, This pattern is as follows: The finsncing by the Special Fund would be

more especlally for economic and socigl infrastructure, although broader
development programmes, including dirvectly productive projects in the field of
industry end agriculture have also been mentioned by meny countries., The views
with regard to the Initial sum needed centre arcund the range of_$200 @illion

to $250 million. However, e number of Governments point out that the Special
Fund could begin operations with a smaller initlal sum, while some Governments
expreeg the view that the Fund would need.a larger initial sum, The Special Fund
would be estgblished and maintained by voluntary contributione, the size of vwhich
might be determined by Governments on the basis of some objective eriteria {for
example nablonal income, contributions to the United Nations, ete.).

f/ It should be noted, however, that CGovernments were not expressly requested
to indicate to what extent they would be prepared to give a Special Fund
their financial support and Govermments, therefore, generally did not deal
with this guestion.

[oan
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Contributions are thought of as renewablé annually or at other intervals.
Governmente in general envieage that contributions to the Special Fund would be
made in local currency convertible: into other currencies only to the extent
permitted by the Governments concerned; $0me Governments, however, envisage fully
or partislly convertible contributions or contributions partly in kind. Assilstance
1 thought of in the form of both grants and loans, especially long-terﬁ 10#—
interest loans. The Special Fund would ﬁe an gubtonomous body, operating
independently within the framework of the-Uhited Nétions, end co-~operating
closely with other appropriate Unlted Nations organs and agencies. Its general
structure 1s thought of as the one prbposed by the A4 Hoe Group of Experts, with.
an ell-member General Council, an Executive Board, a Director-General, a Joint
Cormittee and a staff, which would be kept ag small a8 pogeible; there is,

however, some disagreement concerning thé Joint Committee.

/o,
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ANNEX

Text of Resolution 923 (X) of the Generel Assembly on the
Question of the Establishment of g Special United Katione
Fund for Economic Development

"The General Assembly,

Reaffirming the Importance of the edoncmlc development of the under-developed
countries a8 an esgential condition for promoting such intermational relationships
a8 are propltlous for the strengthening of peace and the attainment of world-wide
prosperity, :

Congldering the real need of the under-developed countries for additional
means for accelerghbing the development of thelr econcmic-socilal infra-structure,
‘which is basic to the substantial expansion of theilr production and to the
well-being of their peoples,

Recalling 1lts resolutlons on the estpbliahment of a Specigl United Wations
Fund for Ecomomic Development and, in particular, reaffirming its unenimously
adopted resolutions 724 A (VIII) end 724 B (VIII) of 7 December 1953,

Recalling further its dppesl to Coveruments to review thelr respective
positione ag regerds extending thelr materiel support to such a Fund in accordance
with changes in the international situation end other relevant factors, both
national and international, as expressed in its resolution 822 (IX) of
11 December 195k,

Having exemined the further report 1/ of Mr. Raymond Scheyven, assisted by
the Secretary-General and a Commlttee of Bxperts, the comments g/ thereon of the
Economic and Social Council, included in the Council's report at the request of
the General Assembly under resolution 822 (IX), and the statement 3/ mede by
Mr. Scheyven on 31 October 1955,

Paking note of Economic and Social Cguncil resolution 583 A (XX) of
5 August 1955, '

La Expresses its great appreciation of the work performed by Mr. Scheyven,
asslsted by the Secretary-General and the Commlittee of Experts;

;/ Qfficial Records of the General Assembly, Tenth Session, Supplement No. 17
(A/2900).

Ibid,, Supplement No. 3 (A/2943), chaﬁter IIT A, paras. 12 to 177.
Tbid., Tenth Session, Second Committee, 366th meeting.

R
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24 Requests the Secretary-Genersl to invite the Biabes Members of the
United Watlions end members of the Specislized agencies in the economic and
social sphere, to transmit to him, not later than 31 March 1956, their views,
as deflinitely as possible, relating to the establishment, role, structure and
operations of & Speciel United Netione Fund for Economic Development, bearing
in mind particularly the questions enumersted in the annex attached hereto, in
order that such views and replles msy provide materlal for the statute of the
Fund vhen 1t is declded to esteblish such a Fund;

3.  Reguests further that the Secretary-General, in addressing Member
States as indicated above, provide them with all the relevant documents, including
the records of the discussions on the subject at the tenth session of the
General Apsembly; 4

4, TEsteblishes an Ad Hoc Committee composed of representatives of
sixteen Governments, to be appolnted by the President of the General Assembly,
to analyse the replies and comments of Covernments recelved under paragraph 2
above, with a view to submitting to the Economic and Social Council at its
twenty-second sesaion and to the General Assembly at its eleventh session such
interim report as it may be in a position to make, and its final report to the
twenty-third session of the Ccuncil, it being understood that in making such
reports, it would not commit any Member Government;

5. Invites the Secretary-General to provide the Ad Hoc Committee with
all the necessary facllitles;

6. Expresses the hope, in view of the increased support for the proposed
establishment of a Specizl United Notions Fund for Economic Development, that
conditions more favoursble to the establishment. of an international Fund will
be created in the near future, end that savings from internationslly supervised
world-wide disarmement wlll provide additional means for financing the economic
development of under-developed countries, and will further the aims and objectilves
of asuch a Fund.

555rd plenary meeting,
9 December 1955.

Annex

1. Vhat, in the expectation of your Government, will be the role of a
Special Fund in the economlc development of your country?

2, Vhat is the opinion of your Governmeut‘as regards the nature of
contributions to the operational budget of the Special Fund?

3., What ig the opinion of your Government es to the imitial sum which
should be collected before the Special Fund starte its operations? L
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L, What does your Governmment think ad to the Specilal Fund making
rrante-in-ald and loans and under what terms and conditions?

S5« What 1s the opinion of your Goverﬂment about the relationshivs hetween
he Specisl Fund on the one hand and the United Nations and the speclalized
.gencies on the other?

6. What, in the opinion of your Govemnment, should be the sbructure
governing bodies and management) of the Special Fund.?

T« TWhat, in the opinlon of your Govennment, should be the methods and
lechanism for the appraisal of projects subﬂitﬁed by Govermments?

8. Any other suggestions your Governnent may have regardlng the gtructure
nd functions of the Special Fund,"

————






