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Cuba, Indonasia.
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Bulgaria, Federal Republic of Germany, Hungary,
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Experts on the Special United Nations Fund for Eco-
noinic Development.

The representatives of the following specialized
agencies: International Labour Organisation, Food and
Agriculture Organization of the United Nations, United
Nations Lducational, Scientific and Cultural Organiza-
tion, International Bank for Reconstruction and Develop-
ment, International Monetary Fund.

1. The PRESIDENT, before opening the discussion,
called attention to the loss the Council had suffered
through the recent death in New York of one of its most
distinguished members, Mr. Ozgurel, the Economic
Adviser to the Permanent Delegation of Turkey to the
United Nations. He was sure the Council wounld wish
to express its deepest sympathy to the Turkish delegation,

2, Mr. AKANT (Turkey) said that his delegation was
deeply touched by the President’s expression of sympathy
at the death of Mr. Ozgurel, who had frequently repre-
sented Turkey in the Economic and Sncial Council. He
would transmit the Council's condolences to the Per-
manent Delegation of Turkey in New York and to
Mr. Ozgurel's family.

AGENDA ITEM 6

Financing of economic development (E/2754,
E{2766, E{2770, E/L.683) (continued)

3. The PRESIDENT drew attention to a corrigendum !
in the text of document E/L.683, rcgarding the draft

1 Suhseguently issued as document EfL.6B3/Corr.d.

resolution on the establishment of the Special United
Nations Fund for Economic Development (SUNFED),
submitted jointly by the delegations of Ecuador, Egypt,
India, Netherlands, Pakistan and Yugoslavia. The
reference in the third line of paragraph 2 (4} of that text
should be to paragraph 2 {(a).

4. Mr. BAKER (United States of Amecrica) referred to
the increasing emphasis that had becn placed on the
economic development of the under-developed countries
during the past ten years, both inside and outside the
United Natiens. In his own couniry, the question had
attracted widespread interest in the Press and in aca-
demic, business, labour and political circles. That
interest was a reflection of the increasing concern felt by
the under-developed countries themselves for economic
progress.

5. The Council had approached the problem from two
angles, examining on the one hand what the Governments
of under-developed couniries could do themselves, and,
on the other, what the international cornmmunity could
do, to promvte economic devclopment in those arcas.
The present discussion aimed at finding ways and means
both of raising capital within those countrics and of
stimulating its {nflux from outside,

6. The United Nations recognized two well-tried prin-
ciples for economic development: first, that the primary
responsibility lay with the peoples and Governments
themselves of the countries in course of development;
and secondly, that capital was indispensable for cconomic
growth. Everyone knew that the capital resources of
the under-developed countries were limited,  India had
neverthefess shown what could be done to mect this
handicap by its recent over-subscription of a national
loan of one billion rupees within a few days. On the
other hand, in the debate on the world economic situation
the Exccutive Secretary of the Economic Commission
for Latin Amecrica {(ECLA) had pointed to the recent
disquieting flight of domestic capital from some of the
countries of Latin America.

7. Capital, however, c¢ven supplemented by forcign
investment, was not cnough. The transformation of a
static subsistence economy called not merely for technical
and capital resources, but alse for administrative,
psychological and social changes, which were probably
also a pre-requisite to the inflow and utilization of
foreign capital. Where Governments and peoples were
striving to raise their productivity, private capital from
abroad, tegcther with loans and technical aid from
governmental and international sources, could greatly
stimulate growth.

8. The basic policy of the United States Government
on the hinancing of economic development had recently
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been summed up by President Eisenhower when he
asked Congress to approve United States participation
in the Intermational IFinance Corporation. He quoted
from the President’s speech to show that the United
States was vitally concerned that capital should move
into productive activities in free countrics unable to
finance out of their own recsources the development
needed as a basis for improving standards of living and
strengthening free political institutions.

9. Private capital was the greatest potential source of
investment funds and, taken collectively, was almost
inexhaustible, It had promoted great economic develop-
ments in the past and could continue te do so. It had
the added advantage of contributing technical knowledge
to the enterprises in which it was invested at no cost to
the Governments of either borrowing or lending countries.
The United States Government regarded an increased
flow of such capital as the best means of promoting
cconomic development in the free world and of encour-
aging free enterprise, It had therefore jointly sponsored,
at the seventeenth session, a comprehensive resolution
concerning the stimulation of private investment which
had subsequently been adopted by the General Assembly
as resolution 824 (IX}. To cncourage the cxport of
private investment capital, his Government had nego-
tiated agreements to create favourable conditions for
international investment and to climinate double taxa-
tion. It was providing morc guarantees against the risks
of inconvertibility and expropriation, as well as informa-
tion and technical services to facilitate private forcign
investment. However, it did not have the final say in
the matter. It could provide some help and incentives
for the export of private capital, but could not compel
such export. The experience of developed and under-
developed countries alike had shown, however, that
where conditions inspiring conlidence obtained, private
capital would respond to them. His delegation was
pleased to note from the document entitled “ Recent
governmental measures affecting the international flow
of private capital ” (E/2766) that many countries had
taken steps to implement the recommendations of General
Assembly resolution 824 (IX). TForther steps were still
needed in many countries, and his Government hoped
that they would be taken.

10. The United States Government recognized none the
less that private enterprise was not at present capable
of meeting all needs. Two complementary international
institutions had been designed to fill the gap—the Inter-
national Bank for Reconstruction and Development
(Bank}, which was alrcady operating, and the projected
International Finance Corporation. The first was con-
cerned with loans to, or guaranteed by, Governments.
The second was intended fo stimulate investment, both
domestic and foreign, in productive private enterprise.
The Bank, although originally concerned meainly with
reconstruction, had recently been concentrating more on
economic development, and its loans in that field now
totalled about $1,700 million. To understand what that
meant in practice, one should try to visualize the actual
results in terms of new construction facilitated by the
Bank in thirty-four dificrent countries. The Bank's
loans had also had substantial indirect eficets—for
development was a snowball process. Although still

young as a financial institution, the Bank was never-
theless firmly established—so firmly, indeed, that there
was a danger of its being taken too much for granted.

11. The Bank’s scope was limited, hewever, by the
requirement that its loans must be guarantced by the
Governments of recipient countries. Governments were
often unwilling to underwrite private borrowing, since
that would entail interference in the affairs of private
enterprise—hence the need for the International Finance
Corporation. Since the nineteenth session, good pro-
gress had been made towards the establishment of that
institution. Its draft Articles of Agreement (E/2770)
had been submitted by the Bank to Governments of
Member States for action. The United States Senate
had approved the project and had authorized a capital
contribution of $35 million; and a Bill to give final effect
to that action was now before the House of Representa-
tives. His Government was looking forward to the
establishment of the International Finance Corporation
as an institution secking to stimulate the flow of private
capital for productive enterprise and the provision of
investment opportunitics at an early date.

12. Turning to the efiorts of the United States itself to
increase the flow of capital to the less developed coun-
tries, he referred in the first place to the well-known
activities of the Export-Import Bank, which had financed
a wide range of capital development, including light and
heavy industry and public utilities. Last summer,
Congress had increascd that bank’s lending authority
frem $4,500 million to $3,000 million. Private capital
was now entering that field too, fellowing the reccent
foundation by several leading commercial banks of a
private export finance corpoeration,

13. The United States Govermnment had also provided
aid to under-developed countries through its cconomic
and technical assistance programmes, for which Congress
had earmarked $1{,200 million in 1954. That aid was
available in the form both of grants-in-aid and of leng-
term loans, repayable mostly in local currencies, and was
being increasingly extended to those countrics whose
economies could not be built up rapidly enough on tra-
ditional lines. Such a bilateral approach, with its simple
and direct relationship between donor and recipient,
could, he believed, create mutual understanding of the
problems involved and provide a basis of experience for
wider international action when circumstances allowed.
The best summary of his country’s policy in that respect
was, he thought, to be found in President Eisenhower’s
statement ta the United Nations Tenth Anniversary
Mceting in San Francisco to the efiect that the United
States would continue to help other countries to attain
rising cconomic levels in so far as its resources permitted
and as its aid—including that in respect of the peaceful
uscs of atomic encrgy—might be needed and desired,
thus helping them, too, in the achicvement of their
cultural and spiritual uspirations.

14. Turning to the question of SUNFED, he congra-
tulated Mr. Scheyven and the Committee of Experts
on the labours which had gone into their Report, Two
years ago, the President of the United States had first
held out the hope of an international development fund,
to which the nations could contribute part of the savings
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accruing from disarmament. That hope and that vision
were still before the world, as President Eisenhower had
again made clear in his recent speech at San Francisco.

15. Some speakers at the present session had advecated
the establishment of such a fund without waiting for
disarmament. The position of his Government in this
connexion had often been clearly stated and remained
unchanged. Such a world fund could not be effective
unless it had at its disposal the combined resources of
many countries, which would hardly be forthcoming
until progress had been made in internationally super-
vised disarmament. As was well known, his Govern-
ment, for one, would not join or contribute to such a fund
in present circumstances. If the fund were nevertheless
established, it would, as Mr. Scheyven had pointed out,
be able to engage in little more than token operations;
and he feared that the incvitable result would be disillu-
sionment for many, and not least for the peoples of the
under-developed countries.

16. In the meantime, the promotion of cconomic de-
velopment was proceeding both nationally and inter-
nationally, and the United States of America was making
an appropriate contribution. In 1955, for cxample,
President Eisenhower had asked Congress to set aside
$1,400 million for assistance to under-developed coun-
trics. The United States’ unwillingness to support an
international fund for the time being was not due to any
lack of intcrest in the problems of the under-developed
countries. Moreover, there were many channels through
which aid could be given to those who needed it.

17. Last week the eyes of the world had been on the
City of Geneva, Everywherc men hoped and prayed
that a speedy and happy solntion would be found to the
vital issues which had there been discussed. The out-
come was as yct unknown, but all sincerely hoped that
it would mean genuine peace and an end to continual
international tension. With peace and disarmament, the
way would be open for a great increase in economic and
social devclopment and in the flow of capital to the under-
developed countries. The United States Government
pledged itself to work unceasingly to that end.

18. Mr. NEBOT VELASCO (Ecuador) said that his
delegation had listened with the utmost interest to
Mr. Scheyven’s report to the Council on the task which
it had entrusted to him in connexion with the establish-
ment of SUNFED. The rcport enconraged those
countries whose economic development called for foreign
aid through concerted international action to hope that
the scheme was on the point of being transformed from
theury into reality. His delegation appreciated the
collaboration of the Bank and other international credit
institutions to that end, though it bclieved that the
effort made should be differently applied. Such bodies
were essentially concerned with investments which paid
dividends and they ncglected social investment, which
was none the less of capital importance for countrics in
course of devclopment. Naturally, it would be wrong
to assumec that the establishment of SUNFED and the
International TFinance Corporation would solve cvery
problem, though undoubtedly it would help to bridge
cxisting gaps. For that reascon, his delegation strongly

supported the immediate cstablishment of SUNFED
and congratulated Mr. Scheyven, the Committee of
Experts and the officials of the Bank on having provided
the Council with the basis for fruitful discussion.

19. It had been suggested that SUNFED might colla-
borate with the Bank in financing the dcvelopment
schemes of the under-developed countries. SUNFED
would then grant low-interest loans, and he was glad to
notc that in exceptional cases the recipitent countrics
would be allowed to repay them in local currencies, a
procedure to which the Bark ought certainly to be
able to agree.

20. In the light of the statements made by the head of
the United States delegation in his speech at the Meeting
of Ministers of Finance or Economy of the Orgauization
of American States held at Rio de Janeiro in November
1954 the prospects of promoting international cconomic
relations scemed more hopeful. For the first time, the
United States Government had declared its readiness to
take part in the International Finance Corporation which
it was proposed to set up within the United Nations on
the lines alrcady considered by the General Assembly and
the Economic and Social Council. The Corporation’s
eapital was to be $100 million, of which the United
States Government was considering putting up
$35,178,000. The United States Senatc had unani-
mously approved not merely the underlying principle,
but also the acteal amount of capital that he had men-
tioned. It would be remembered that when the Council
had adopted resolution 532B {XVIII), which had
recommended the General Assembly “ to request Member
States which might be in a position to provide capital for
an international finance corporation to keep the problem
under review ', and which had been keenly supported
by the delegation of Ecuador, the United States delega-
tion had abstained from voting.

21.  According to the statement made by the President
of the United States in his latest message to Congress,
the International Finance Corporation should be able
to begin operations in 1956 and thus to provide economic
assistance to countrics requesting it for the development
of their industrial and natural resources.

22, Qutlining the steps which had led up to the present
situation, he said that he did not propose now to makc a
detailed analysis of the various aspects of the cstablish-
ment of SUNFED, but that he would do so in the Eco-
nomic Committee. He would merely take up one or two
points made in Mr. Scheyven’s Report (Ef2757) and the
other documents relating to itcm 6 of the Council's
agenda,

23. In the first place, there was no denying the urgency
of the problem of economic and social development in
many parts of the world wherc a large part of the popula-
tion lived in poverty. That urgency set a task in keep-
ing with the aims of the United Nations, for the under-
deveioped countries could not effectively develop their
economics unaided. It was pointed out in the Report
that “ the vicious circle for under-developed countries
is that their savings are low hecause their incomes are low,
and their incomes will remain low if more savings arc not
made available for investment in equipment ”. That
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statement applied only up to the point at which it was
impossible to increase the volume of production without
the help of foreign capital,

24. So long as there was no international institulion
financed by private capital or hy the Bank, the under-
developed countries would not be able to create the
necessary cconomic-social infra-structure or set on foot
rational schemes for the effective organization of their
production. In other words, in the absence of loans for
primary investment the prohtems of the intra-structure
would make it impossible te promote the required
development. The Reporf made it clear that public
capital could ensure additional financing for development
purposes.

26. His delegation was not in favour of an international
system of grants-in-aid whereby those highly developed
countries whose economies were based on private enter-
prise would bear the development costs of the other
countrics. Investment should be based on mutual
benefit. Nor did his delegation feel that SUNFED's
sole purpose should be the financiug of social, to the
exclusion of cconomic, investment, or that it should be
devoted cxclusively to the financing of public utilities.
In any given case, it should pay due regard to the
peculiar problems of the recipient country, and thus
enable an cffective development programme to be
carricd out,

26. The operations of SUNTED could not be compared
to those of the Marshall Plan. In the case of Furope,
the problem had been one not of devclopment, but of
reconsiruction, and the countrics of that continent had
becn eminently fitted to take advantage of emergency
aid, which in any case had been of only a short-term
nature. The position was different with the under-
developed countries, which needed continuing inter-
national assistance on a rising scale to speed up their
development,

27. TFcuador had always favounrcd, and would always
favour, the establishment of a worldwide or regional
body for the purposes now under discussion: that was
why his country had strongly championed the plan put
forward by a group of experts recently convened at
Rio de Janeiro under ECLA's auspices for an increase
in inwvestment in Latin America to a total of not less
than $1,000 millicn a ycar for at lcast ten years.

28. Like the Colombian and Chilcan delegations, the
delegation of Ecuador had endorsed the experts’ con-
clusions - namely, that the amount of forcign capital
nceded to supplement national savings was greater than
the average volume of foreign investments in Latin
America during the past few years; that there should
b a substantial increase in the volume of foreign invest-
ment in the Latin American countrics; that steps should
be taken hoth nationally and internationally to that end;
and that the amount of loans by the International Bank
and the Export-Import Bank should be increased to meet
the nceds of all Latin-American countries—not only those
whose economies were hased on private enterprise, but
also those which still stood in neced of basic social invest-
ment, In that connexion he referred to the resolution,
adopted at the fourth Extraordinary Meeting of the
Inter-American Economic and Social Council of the

Organization of American States, emphasizing the need
for setting up the International Finance Corporation.
His delegation had supported the principle of estahlishing
an inter-American finance organization, and a committce
of experts had becn estahlished to draw up, for the
benefit of the Governments and the central banks of
the countries membhers of the Organization of American
States, a regional financial plan in keeping with the
internaticnal financial sysicm.

29. International financing and investment plans would
naturally encounter certain difficulties, but he could
not agrec with the Australian representative that the
prospects of SUNTFED should be viewed with caution:
on the contrary, the delegation of Ecuador placed great
hopes in its early establishment. The probahle diffi-
culties had been analysed, particularly in a study by the
Executive Seceretary of ECLA {EfCN.12/359). Many of
them were problems generally experienced by all under-
developed countries—such as the fzck of a rational
investment programme and of systematically prepared
projects, inefficient management, inflationary tendencies,
and balance-of-payments troubles. Other difficuitics,
arising from the policy followed by credit institutions,
were the restriction of credit for the importation of
forcign equipment, the prefercnce shown to private
imports, differences of opinion as te the timeliness of
production programmes, unwillingness to invest capital
in certain types of public utility, and, finally, the obliga-
tion laid on Governments to guarantee the scrvicing
of loans,

30. Many of those difficultics had now heen overcome,
leaving the field clear for the establishment of a new
financing institution. The plan prepared by the Bank
for the investment of public or private forvign capital in
under-developed countries proposed that such invest-
ment should be entrusted to an internatinnal finance
corporation, which would handle the servicing of foreign
investments, and stressed the threc basic aims of such
an institution—namely, to cnsure a sufficient volume
of foreign investments; to ensure the continuity of such
investments; and to provide for debt servicing at a
recasonable cost.

31. He would not dwell on the conditions which the
capital-exporting countrics considered necessary in order
to encourage the investment of private capital abroad,
because his country already fulfilled all those conditions
and had for that reason supported the investment
guarantec programmec proposed by the United States
Government.

32. Hc had been struck by the Pakistau representative’s
remark that, whercas 66 per cent of the world’s popula-
tion lived in the under-developed countries, they had
at their disposal only about 15 per cent of the total
world income. He agreed with him that the United
States of America, as the greatest exporter of capital,
should facilitate the plans for the international financing
of economic development, and for that reason would
urge that country, and the other capital-exporting coun-
tries, to pay less heed to the possible risks attached to
the investment of capital. The delegation of Ecuador
—ua country which was constantly seeking ways of (inanc-
ing economic development, without asking for gifts of
any kind—was anxious that investments should be pro-
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tected by full guarantees of repayment and that the deht
should be regularly serviced. In that respect there was
in the under-developed countries today a climate favour-
able to a rapid increase in foreign investment,

33.  His delegation intended later on to go more deeply
into the aims to be pursued by SUNTFED and the Inter-
national Finance Corporation, At the present stage it
would support any proposal for the speedy establishment
of those institutions, in the hope of promoting the early
rcalization of plans which had been under discussion
since 1951.

34, Finally he stressed that, while it was impossible to
change the world in a few years and the ultimate object
wus to improve it for future generations, every effort
should be madc to sec that the present generation enjoyed
better Living conditions.

35, Mr. KUMYKIN (Unicn of Soviet Socialist Repub-
lics) said that, in considering the present, or, indeed,
any other item on its agenda, the Council could not but
take account of the directives given to their Foreign
Ministers by the Heads of Government, after their recent
meeting in Geneva, concerning the Europcan security
systemn, the unification of Germany, the reduction of
armaments and armed forees, the peaceful econemic
development of all peoples, the remowval of barriers to
trade and the development of international co-operation
in all other fields. The Council couid contribute te the
strengthening of peacc and the welfare of the peoples
by muking its own cfforts along the same lines. The
Leads of Government had also declared that disarma-
ment would release funds for the development of under-
developed c¢ountries, a recommendation which had
particular relevance to SUNFED. The Soviet Union
sympathized with the aspirations of the under-developed
countries to economic development and to higher living
standards. Many of those countries were doing all they
could in that direction with their own national resources,
but in a large number of cascs they needed foreign
assistance as well to accelerate the process. In that
connexion SUNFED could be of valuable assistance,

36. The Soviet Union delegation had studied Mr. Schey-
ven's Report with intcrest. In its view, SUNFED's
main function should be to help under-developed coun-
tries to develop their economies, and in particular their
industries. In that respect the proposals contained in
the Report required substantial revision.

37. The Report recommended aid in the form of grants
and loans—preferably the former. The problem, however,
could not be solved by the creation of a charitable society:
what was required was an organization capable of
development, which could renew and expand its resources.
Accordingly, his delegation favoured long-term loans, hut
only at lower rates of interest than were charged by
commercial banks. Despite the fact that General
Assembly resolution 520 A (V1) and the Committee of
Nine had advocated long-term, low-interest loans,
Mr. Scheyven's Report proposed that SUNFED should
not be empowered to grant such leans where they might
affect the rates charged by the Bank. A reduction in the
Bank’s rate of interest caused by the operations of
SUNFED would, however, be a welcome development

since it would be to the bencfit of the under-developed
countries.

38 He was in favour of the proposal that SUNFED
loans should be repayable in national currencies, but
suggested that the fund should use the national currency
thus secured to provide other countries with commodities
fram the country making the repayment. That wouid
increase SUNFED's resources and at the same time
promote international trade.

39. Mr. Scheyven had said that the establishment of
SUNFED would net mean the creation of a new burcau-
cracy. Although the creation of new machinery was to
be avoided wherever possible, his delegation considercd
that SUNFED ocught te he an independent United
Nations body, and that no attempt should be made to
economize by subordinating it to the Bank. There would
be a danger of this if the proposals contained in the
Repart were carried out.  SUNFED ought to co-operate
with other Uniled Nations bodies on individual questions
and to co-ordinate its activities with them on the hasis
of existing information.

40. A further important condition for the success of
SUNFED was that the under-developed countries should
have their due say in its management, the allocation
of its funds and the cxecution of its operations.

41. The Soviet Union had shown its approval of the
proposal to establish SUNFED by voting in favour of
the resclution adopted on the subject at the eighteenth
session of the Council (resolution 532 A (XVILLD), and
also in favour of General Assembly resolution 822 (IX).
His Government was ready to consider participating
in SUNFED; and, since it considered that the fund
should give particular support to the industries of the
under-developed countries, it would make its contrihution
available in the form of machinery, equipment and
matcerials,

42, International agreement con disarmament was no
empty dream, and the resources made available in many
countries by that process would constitute the main
basis of SUNFED.

43. He congratulated Mr. Scheyven and the Committce
of Experts on their Repori.

44. Mr. GINEBRA HENRIQUEZ (Dominican Repu-
blic) said that his delegation maintained that it was high
time that practical measures were taken to promote
dynamic and stable economic development to cnsure the
attainment of the objectives set out in the Charter. As
a result of the General Assembly’s decision, the Council
now had before it the excellent Reporf prepared by
Mr. Scheyven and the Committee of Experts on the
proposal to set up SUNFED. Ilis delegation had read
that Report with lively intcrest and trusted that its
recommendations could be put into practice.

43. The fundamental question raised by the important
problem now before the Council was: how were the under-
developed countries to get the funds necessary for their
economic development ? Obviously, any country seek-
ing to develop itself must be willing aud able to sacrifice
consumption for the sake of its savings and capital
reserves; but the question arose as to whether, and to
what cxtent, that was possible for the under-developed
countries. It was well known that most of those coun-
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tries found themselves in a vicious circle of poverty,
insufficient savings and couscquent lack of capital for
developinernt. Various solutions had besn proposed for
breaking that circle. There had been falk of inflation,
as well as of imbclance in international payiments,

A6, Some people thungnt that more money in circula-
ticn would mean more investment and a higher Ievel of
cmployment.  He could not agree with that view. On
the contrary, experience had shown that the under-
developed countries had no latent productive rvserves
which were only awaiting sufficient demand.  They had,
however, u great rezerve of labour; but this cruld not be
mobilized in the absenve of capital or techuical training
and resources.

47. Others had proposed infationary luancing es a
method of promoting compulsory savings through varia-
tion in the distribution of ingome and an increase in the
getteral price level. It would be foulish to deny an
important place to such measines in cconomis practice,
but the important thing was to know where to draw the
}inz in order to prevent unbalanced financing from taking
a special form which would discourage saving and invest-
meni.. In theory, that would zot happen provided that
invesiment were moderate and not unduly directed to
the production of consumer goods: that additional pur-
chasing power were neutralized; that wage levels were
frozen; and that the prices of staple commodities wore
stabilized through coutra’s.

48 Tt was, however, very difficult to ensure such condi-
tions in the under-developec. countries, becanse of the
weakness of their adminisirative machinery and also
becanse of the outlay required to erzate the necessary
initial social capital. No country, in fact, had sncceeded
in (iwancing its econamic development by such methods.
The obvious alternalive was external aid, and itz Govern -
ment therefore supporied the establishment of the
Interaational Tfinance Corporation, which it regarded as
a necessary institution for the Hnancing of economic
developmment, particularly as, unlixe the Bank, it would
not require government guarantees for mvestments in
private enterprise. By cownbining the resources of
domestic and foreign private capital it could greatly
contribute to raising the productivity of member coun-
tries.

49. His delegation had also followed with particular
interest the idras put forward by Mr. Scheyven and Dy
varions represeatatives in' connexion with SUNTILLD.
He hoped, with r. Scheyven, thatl with the expericnced
help of the Bank it would be possible to avoid the crestion
of 2 new ternaticral puresucracy.  To mingmize that
danger it was necessary, as the Repord pointed cut, to
view the process of developmeut as an iuternaticnal
probler. whose solution called for collective effort and
the use of the resources of the rich conntries to supple-
ment the savings of the less-developed regions, But the
advanced courniries could also help by lifting protec-
tionist restrictions detrimental to countries i process of
development.

50,  The time had come to pass from theory o practice.
His deicgation had many observations to make on the
financirg of economic developineri, but thought it would
be mmore appropriate to present themn in the Economic
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Commitiee, where If would be able to describe j
Goverument’s policy for stimulating forcign invesimeny
particularly for the development of natural vesources ag
the diversification of agriculivral and industrial px,
duction zs well as the measures tzken tn those directions
51. In conclusiou, he stressed his delegation’s Deliy
that the Counci. should devote all ifs eZforts to promotiy
the finencing of zconomic development by practicy
methods calculated to produce such expansion of thy
fow of capital, both public and private, as was necessary
to the under-developed couniries, The Council shovjg
study clesely the economic and sccial problems involvag
wilh a view to promofing international co-operation o
a fair and practical basis which could open up ney
prospects for hurnanity,

82. Mr. SINGH. {Indiz} expressed lis appreciation o
Mr. Scheyven's Repord, 1t was gratifying that thes
was a growing appreciation uf the need, not simply <4
establish SUNFED, but to do so at an early dale,

53, Credit-worthy and profitable profects waild not be
sufficicnt to mest the under-developed cnuutries’ deve.
lopnient needs, exd they would require help in buflding
up their economir and soclal infra-structure through
grants-in-aid or long-term loans at low intersst—such
as those to be provided by SUNFIED. The economic
deverooment resulting from sach neasures would even.
tually vield its return to the fnancing countrirs by
increasing world prosperity in genera: znd by destroying
the seeds of political discontent.

54. Thc under-developed countries reailizad that ful-
flment of their newiy awakened desire for devzlooment
uist chiefly depend on their own efforts.  Liut they could
not do without some assisiancz from outside. The’
per capita lucomes were increasing at 4 slower rate than
those of the developed countries, and a*tempts to finance
their development out of domestic savings without any
outside assistanze wonld moan reducizg them to an
even lower level than at prosent,

55, Reparding the t'ming of the establisizient of
SUNFED, he understood the difficulties thal its eztly
creation would entat) for certain countries.  The Council
had, howszver, been considering thz question for more
tlan two wyears, and the recent change in the inter
national situation had made the tine ripe for positive
steps. Europe had -ecovered from the Seccnd World
War, and the disarmement that was likely 1o ensue from
the Confevence of Heads of Government at Geneva pro-
mised to release resources which could be devoted ©
SUNFED, Unless the necessary preparatory work of
the fund were started al once, the Uhaited Nations might
be caught on the wroug feot when the resources actua:ll)’
became available, The purpose of the draft resolution
submitted jointly by his own and five other delegations
{E/L.683) was lo ensure that the preliminary woF
should be begun at once. .

56. Though the initial capitul for SUNFED recom
mended ‘n the Repost represeniec a very small sum I
relation to the magnitnde of the task, it was Letter 1
start at once fror1 small beginnings than to defer actiof
altogether. It was true that the scheme represﬂ_ﬂte
a departure from normal techmiques of interaation?
investment. The problem was, howover, a special 07
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calling for a special approach. In addition, although
projeCtS assisted by SUNFED would not vield a normal

(eturn, they were nevertheless likely to be advantageous

tg both sides in the long run.

57. It was gratifying to note that the Bank had finalized
the charter of the Intemational Finance Corporatiou and
ipvited signature of its Articles of Agreement. India
had decided to join the Corporation after the necessary
legal formalities had been completed.

58. The Articles of Agreement inevitably represented a
compromise. A new financial institution has bound to
be experimental in its early days, and his delegation
hoped that it wonld be possible to amend the Articles in
the light of experience as time passed. An Indian
proposal for the admission of other members had been
rejected, membership at present being open only to
members of the Bank. It would be desirable to admit
as many countries as possible so as to avoid any impres-
sion of discrimination, and he hoped that a formula
might still be found for throwing the Corporation open
to other countries which wished to join it. He also
hoped that, despite the prohibition against the Corpora-
tion's investing in capital stock, it might be possible to
make arrangements for placing risk capital in the under-
developed countries, '

59. With regard to the international flow of private
capital, it should be remembered that, whereas hoth
political and economic considerations had governed that
flow in the past, a new posifion had been created by the
change in the ties between the developed and the nnder-
developed countries and by the new desire of the latter
for development. The terms of fimancing needed to be
adjusted to the new political and psychological situation
in the under-developed countries.

B0. The total amount of foreign capital invested in
India from 1948 to 1953 had been Rs, 1,300 million
(8280 million), nearly two-thirds of which had beeu
Invested in foreign concerns already established in the
country. After deduction 'of repayments, the net figure
Wwas Rs. 500 million, equivalent to $100 million, or
$18 million a year. That showed a large measure of
tonfidence in India on the part of investors, but the sum
Was not very large by comparison with the country’s
Needs, or indeed with the confidence that it might
iegltimately inspire. India had given foreign investors
Assnrances that there would be no discrimination against
them ; had provided facilities for-remitting profits abroad

fnd repatriating capital; and hoped that foreign invest-.

Ments in the country would increase. His Government’s
*tcond five-year plan involved stepping up investment
from 7 per cent to 11 per cent by 1960-1961, and laying
gre?tef emphasis on industrial development; and it was
®Stimated that an additional Rs. 700 million of foreign
‘apital would be required. Part of that sum might be
4vailable from international credit institutions, from the

Slombo Plan countries and from other friendly nations
on a government-to-government bagis; but there would
Stillbe a need for considerable private foreign investment.

?1 Mr. McDOUGALL (Food and Agriculture Organiza-
olfon) hoped that in further consideration of the question
SUNFED attention would be paid to the basic require-

ments of a.griculture, which had received little mention
in Mr. Scheyven's Report.

62. In many under-developed countries agriculture was
mainly ‘ou a subsistence basis, and the steps needed
gradually to convert the subsistence system of farming
into one in which the cultivator could acquire purchasing
power by selling some of his products must necessarily
be mnon-self-liquidating: for a long time. Such steps
included the development of water resources, prevention
of soil erosion (which often meant development of
forestry), action to improve the land tenure system, the
creation of technical services for agriculture, forestry
and fisheries, and the improvement of nutrition for
populations changing over from agriculture to industry,
Agricultural projects of that nature eught to be regarded
as constifuting an essential part of the econorhic and
social infra-structure.

63. The success of “ death control ”, to which attention
had been drawn in paragraph 9 of the report of the Food
and Agriculture Organization {FAQ) to the Council
(E/2753), had brought an improvement in the health of
the population of many countries which, while it provided
a sound basis for increasing output, at the same time
entailed a considerable increase in the consumption of
food. That, in turn, called for an iucrease in agricultural
productivity. ’

64. At its seventh session, the Conference of FAQ had
expressed great interest in the proposals for the establish-
ment of the International Finance Corporatian and
SUNFED, and the report of the Conference had recom-
mended that FAO, in co-operation with the appropriate
international organizations, should explore the possibility
of establishing jointly, on a national or regional basis,
pilot projects for investigating the technological; socio-
logical and economic problems involved in the reorganiza-
tion of small peasant farmers on a group basis, accom-
panied by the provision of a necessary minimum of
capital and management. The report estimated total
investment needs for agricuiture in under-deveioped areas
at nearly $4,000 million a year, of which one-half would
have to be provided from international sources—an
amount more than ten times greater than the figures for
such investment between 1949 and 1952.

65. FAOQO was helping Governments to establish national
credit institutions to provide farmers, fishermen and
foresters with credit on reasonable terms, but interna-
tional finance would he needed as well, '

© 66.. FAO would co-operate with SUNFED when estab-

lished. Its experience in the technical assistance field
should enable it to make a valuable contribution.

67. Mr. EGGERMANN (International Federation of
Christian Trade Unions) speaking at the invitation of the
PRESIDENT, said that IFCTU had always been in
favour of close international colleboration for the eco-
nomic and social development of the under-developed
countries. Pointing to the responsibilities of both the
Governments and the -peoples of the under-developed
countries, he said that the development of some savings
system and an active consumption policy were essential
measures for the steady development of economic life
and social well-being in such countries, Thus, re-dis-
tribution of the national income was essential if the very
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limited possibilities for saving were to be realized.
Hence, international assistance was indispensable, and
the achievements that had so far resuited from the
various technical and financial assistance programmes of
the United Nations and other intcrnational groupings
showed clearly that it was essential to go yet further and
to sct up bodies such as SUNFED and the Interpational
Finance Corporation. With regard to the latter,
IFCTU was pleased to see the reception given to the
scheme by most Governments, and was convinced that
it would play an cffective part in the mobilization and
investment of private capital internationally.

G8. It was nevertheless plain that the unscttled condi-
tions obtaining in some under-developed countries, and
the poor return on capital, might frustrate the complete
success of such schemes. It was therefore essential that
the Governments of those countries take steps to stabilize
the economic situation and put their house in order. In
that respect, the Secretary-General's report entitled
“ Recent governmental measures affecting the inter-
national flow of private capital” (E/2760) was most
instructive.

9.  With regard to the economic structure of countries
in process of development, the International Finance
Corporation would do well to sec that a proper balance
was preserved between industry and agriculture, Dur-
ing the present scssion IFCTU had already expressed its
concern about agricultural development, especially in
connexion with the examination of the Review of Eco-
nomic Ackivety in Africa, 1950 to 1954 (£72738), and had
pointed out that in those countries, agriculture should
not be organized for the benefit of the farmer, but in the
light of the real needs of local consumption.

70. The draft Articles of Agreement of the [nternational
Finanee Corporativn should command the more or less
unanimous approval of the States concerned. But
arrangements should be made for collaboration between
the Corporation and certain non-governmental organiza-
tivns about the use to which the proposed investments
were to be put.

71, IFCTU wholehecartedly approved of the guiding
principles for the Corporation’s operations, particularly
article IT}, section 3, clause {iv} of the draft Articles of
Agreement, which provided that, although it would have
the right te acquire capital stock entitling it to participa-
tion in the carnings of companijes in which it had invested,
the Corporation should not assume responsibility for
managing any such enterprisc.

72. Even after the Corporation was in being, there
would still be much to do, and for that rcason IFCTU
approved the proposal to set up SUNFIEL),  Mr, Schey-
ven's Report should dispel any misenderstanding as to the
operational organization and responsibilities of that
body.

73. SUNFED was to consult with the regional economic
commissions, and he once again urged the necessity for
establishing at the carliest possible moment an economic
commission for Africa—a continent which manifestly
called for the assistance that the fund would be in a
pasition to furnish.

74. He trusted that the Council would follow up the
recommendations in Mr. Scheyven’s Report, for it was
urgent that steps should be taken to raise the standard of
living of two-thirds of the world’s population.

The meeting rose at 12.55 p.m.

DPrinted in Switzerland
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