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Introduction

1. 1In resolution 923 (X) of 9 December 1955,£/ the General Assembly requested
the Secretary-General "to invite the States Members of the United Nations and
members, of the specializéd agencies in the econcmic and soclal sphere,‘to

trensmit to him, not later than 31 March 1956, their views, as defiunitely as
possible, relating to the establishment, role, structure and operations of a
Special United Nations Fund for Economic Develcpment, bearing in mind particularly
the questions enumerated in the annex attached hereto, in order that such views
and replies may provide material for the statute of the Fumd ﬁhen it is decided to
egtablish such a Fund".

a. The General Assenbly, by the same resolution, established an Ad Hoc Committee
coamposad of representatives of sixteen govermments to anelyse the above replies
and comments of govermments with a view to gubmitting to the Economlc and

Soeial Couneil at its twenty-second session 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-thlrd session of the Council, it being understood
that in meking such reports, it would not commit any Member Govermment.

3. The President of the General Assembly suggested, and the General Assembly
epproved, at its 553rd plenary meeting on 9 December 1955,2/ that the following
Member States he designated gs the members of the Ad Hoe Ccmmittee: Cenada,
Chile, Colcmbia, Cuba, Egypt, France, Indiam, Indonesia, Netherlands, Norway,

Palkd stan, Polénd, Union of Soviet Socialist Republics, United Kingdom of

Great Britein and Northern Ireland, United States of Ameriea and Yugoslavia.

k. The Ad Hoe Committee held its first session at the United Nations
Headguarters in New York City %rcm 7 May to 6 June 1956. The following
representatives attended:

NS J
1/ This resoclution is reproduced at the end of the preseut report.

g/ Generz). Assenbly, Tenth Session, 0ffiecial Records, 553rd plenary meeting,
paragraph 55.
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Canada -
Chile -
Colcmbie -
Cuba -
Egypt £
France -
India -
Indonesia =
Netherla.nds_ -
Norway =
Pakistan -
Poland =
Union of Soviet -

Socilalist Republics

United 'Kingdom -

Mr. A. F. W. Plumptre, Representative
Mr. J. G. Hadwen, Alternate

H. E. Sr. Rudeeindo Ortegp, Representative
Sr. Miguel Bravo, Alternate

Sr. Misael Pastrana, Representative

Sr. Rafael Garcie Navarro, Representative
Dra. Anas-Maria Perera, Alternate

Dr. M. A. Anis, Representative

M. Barthelemy Epinat, Representative
M. Jean Turpin, Alternate

H. E. Mr. Ali Yavar Jung, Representative
H. E. Mr. Arthur S. Lall, Alternate

Mr. G..R. Kemat, Alternate

Mr. P, N. Keul, Advisor

Mr. Soetikno Slemet, Representative
Dr. Sujono Surjotjondro, Alternate
Mr. Nuradi, Alternate

Professor Jan Tinbergen, Representative
Mr. J. Keufmann, Alternate
Mr. A. E. van Braam Houckgeest, Alternate

H. B. Mr. Hé.ns-Engen, Representative
Mr. Olaf Solli, Alternate

H. E. Mr. Mchammad Mir Khan, Representative
Mr. S. A. Kerim, Adviser

H. E. Mr. Henryk Bireskl, Representative
Mr. Julien Forys, Adviser
Mr. Rafael Kowalczyk, Adviser

" Mr. Aleksei Ivanovich Roslov, Representative

Mr, Ivan M. Romenov, Adviser

Sir Alec Rendall, Representative
Mr. R. C. Barnes, Alternate
Mr. D. N. Brinson, Alternate
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United Stetes of -~ Mr. Nat B. King, Representative
America Mr. William J. Stibravy, Adviser
Mr. William H. Wynne, Adviser

Yugoslavie -~ H. E. Dr. Joza Brilej, Representative
Mr. Janes Stenovnik, Alternate
Mr. Janvid Flere, Alternate

Observers for the following specilalized agencies attended:

Food end Agriculture Crganization

Internationel Bank for Recomstruction and Development
International Civil Aviation Crganization

International Lebour Orgenisaticon

International Monetary Fund

United Nations Educational, Selentific and Cultural Organization

The Secretary-Ganeral was represented at the meetings by Dr. H. W. Singer,
Special Advicser, Bureeu of Eecnarle Affairs.

M. Robert Muller, Fiscal and Financial Branch, acted as Secretery of the
Committes, '
B Mr. Philippe de Seynes, Under=Secretery in charge of Economlc and Sceial
Affairs opened the sess%cn. The following officers were elected:

Chairmen: H. E. Mr. All Yavar Jung (Indis)
Vice~Chelrman: H. E. 8r. Rudecindo Ortege {Chile)
Rapporteur: Mr. Johan Keufmann (Wetherlands)-

6. The Chairman and the Vice-Chairmen were elected for the first session of
the Committee, while the Rapporteur was elected for the first and subsequent
gesglons of the Committes.

T The Ccmﬁittee held one public meetingz/ and twenty-one closed meetings. In
addition, ten closed meetings were held by a Working Group consisting of the
representatives of Canada, Chile, Egypt, France, India, Indonesls, Pakistan,

the United Kingdom, the Unlited States of America, the Union of Soviet Sccialist
Republics and Yugoslavia.

3/ Summary Record A/AC.83/8R.1 of 9 May 1956.
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8. The Ccmmittee had before it the replies submitted to the Secretery-Geuneral
in accordance with resolution 923 (X) by the following forty-six governments:Et
“Afghanistan, fustria, Brazil, Burma, Cambodia, Cenada, Ceylon, Chile, China,
Colombia, Cogta Rica, Cuba, Czechoslovdkia, Denmark, Ecuador, Ethiopla, Finland,
France, Federal Republlic of Germany, Greece, Hailtl, India, Indcnesia, Iran,
Israel, Italy, Japen, Jordan, Republic of Korea, Laos, Libya, Nepal, Netherlands,
Hew Zealand, Norway, Pakistan, Philippines, Poland, Seudi ~rebia, Sweden,
Switzerland, Thailand, Unlon of South Africa, United Kingdom of Great Britein
and Northern Ireland, Republic of Viet-Nam and Yﬁgcslavia,
9. The 1nformal working group appointed by the Second Committee of the General
Assenbly in order to draft the text of resolutiom 923 (X)fhad,proposed, and the
Second Committee had accepted, P 1ts report, that, in the words of the Chairmen
of the group,éf."the task of the Ad Hoc Committee to be appolnted by the
President of the General Assembly would be to prepare:

(a) A summary of the views submitted by Govermments in response to operative

paragraph 23

(b) &n analysis of those views, that is, their presentation in such a

Torm as to facilitate the understanding of them by the Feonomic and Socilal

Council and the Generalessembly; and

(e) Such conclusions ag clearly emerged from the sbove analysis”.
The Chalrmen wishes in this ccntext to refer to the reservations made by two
delegations to Part III of this report,éf which in part doubt or question
vhether the Committee conld deal with "econclusions". The Chairman repeats the
view he hag already expresséd in the Committee that, although the Cemmittee was
not obliged to engage in the tasgk of drawlng conclusions from the analysis, suchl
task, ‘under the terms of the informal working group's reccmmendations
referred to sbove and accepted by the Second Committee and by the General Assembly,
fell within the cempetence of the Committee 1f it desired to undertake it.
10. In accordance with resclution 923 (X} and in the light of the above
statement, the Committee submits the present interim report which conéists of
the following parts: Part I "Summary of comments of governments on the

%/ Published in document A/AC.83/L.1 and addenda 1 to 10.

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

6/ Page _helow,
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establighment, role, structure, and operations of @ Speclal United Natlons Fund
for Eccncmic Development", Part IT "inalysls of comments of governments’ and
Part TIT "Conclusions".

11. For Part I; the Committee on opening its session had before it é draft
summaryfprepared by the Secretariat on the basis of the thirty~four replles
recelved up to 30 April 1956. This summary was revised by the Committee and
expanded during the session sc¢ as 4o include the additional twelve replies
recelved up to 16 May 1956. The analysis contained in Part TT covers all the
forty-six replies. The ccnelusicns presented in Fart IIT are thcse which
clearly emerge from the summery and analysls. The nature of the subject hag,
however, crested scme difficulties as to the classification of the replies,

12. This report will have %o be revieved in the light of further replies

when they are received. The Cemmittee plans to submit later a final report
incorporating all the T revisions which may be necessery to take account of
replies which may later be recelved from govermmentes which have not yet submitted
them.

~

N
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PART I

SUMMARY OF COMMENTS OF GOVERMMENTS .ON THE ESTABLISHMENT,
ROLE, STRUCTURE AND CPERATIONS OF A SPECIAL UNITED NATIONS
FUWD FOR ECONOMIC DEVELOFMENT
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A, Summary of views on the establishment of a Special Fund

Several governments%/ have noted that operative paragraph 2 of
rgsolution 923 (X) nad reguested the views of govermments inter alia on the
establishment of & Speeial Fund, and consequently submitted introductory
statements or sepsrate sectlons of their replies on this question or stated
their views briefly in their communications to the Secretary-General, while
oth.ers2 submitted remarks in connexion with scme of the guestions enumerated
in the amnnex to resolution 923 (X). Meny govermments have mot submitted specific
comments on this question.5 It will be recalled that although govermments were
iﬁvited ©C submit their views on the establishment of & Speelal Fund no specific
questlon on this subject was lncluded in the anmex to resolution 923 (X) end
that vericus governments had already expressed their position on the ectablishment
of o Special Fund, Previcus statements of this kind will not be deelt with in
thls report.

Views expressed in a special,section'or introductory statement

1. The Government of Afphanistan sfates that it locks forward with grest .
interest to the early esteblishment of the. Special United Nations Fund for
Economic Development, It considers the filnancing of economie. develcopment in

under -developed countries as an internationsl finamcial problem and therefore
velecmes the establisbhment of intermational firencial organizations within the
United Wations. Recognizihg the cbuntry's econcmic problems and the need for
developing its resources end economic potentialities the Govermment of Afghenistan

has prepared a five-year econcmic development plan which is to be launched in

;/ Afghanisten, Burma, Canada, Ceylon, Demmark, France, Federal Republic of
Germany, Greece, Italy, Jordan, Libya, Wetherlends, Wew Zealand, Philippines,
Poland, Switgerland, Unlted Kingdom, Republic of Viet«Wam, Yugoslavia.

2/ Cembodia, Chile, Colombia, Czechoslovekia, Ecuedor, Ethiopia, Haiti, India,
Indonesia} Iran, Israel, Republic of Korea, Nepal.

é/ Austrie, Brazil, China, Coste Rica, Cuba, Japan, Laos, Norwsy, Pakistan,
Seudi Arabia, Thelland.



A/3134

E/2806
English
Page 13

the near future. It 1ls essential for the execution of this plan to obtain
financiel aid in zdditicn to the technical assistance already provided through
the United Nations and other agencies,
2. The Govermment of Burma recalls that its gemeral attitude and its unreserved
support for the establishment of a Special Fund has been set forth in the
variocus statements made by its delegate at the suécessive sesgions of the
General Assembly, "
3., The Govermment of Cansda states that it has in the past supported a Specilal
Fund in principle but has opposed its immediate establishment. The Canadian
Government's final decision regarding a fumd of the type now under consideration
would depend in lsrge messure on whether it was satisfied that the
organizational and administrative arrangements were such as to lead to effiedient
operation and that the Pund would cammsnd sufficient support to enable it to
ocperate effectively.
Lk, The Govermment of Ceylon welcomes the proposael to esteblish a Special
United Nations Fund for Economic Development in order to provide under-developed
countries with finance for the building up of en ecconomic=-social infrastructure
upon which may be based the apparatus of effective production, for which finance
mey not be obtainable from other sources, e.g., private capital, the Internatiomal
Bank, or other loan-making institutions.
5. The Govermment of Denmark states thet in its memorandumg/ of 13 April 1954
t0 the Secretary-General it stressed the importance of an early establishment of
the proposed Speclel Fund, pointing out that incressed efforts on the part of
the United Nations in furtherance of the economic development of the less
developed areas would be an important link in the endeafdurs to prcmote the
relaxation of international tehsions; To the Denish Govermment it seems neither
necessary nor desirable to hold the establishment of the Special Fund in ebeyance
pendingjagreemenﬁ cn internationally controlled disarmament.

In accordance with its general policy, the Danish Govermment stated in a
letter of 3 June 1955 to Mr, Raymond Scheyven, Chairmsn of the Ad Hoe Group of
Experts on a Special United Nations Fuﬁd, that as soon as the major industrialized

%

L/ Comments of Govermments on the report of the Committee of Nine, submitted in
accordance with General Assembly resolution 724 B (VIII document A/2046 of
T May 195%, page 36,
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countries had declared themselves ready to participate in the establishment of
the Special Fund, the Danlsh Govermment would be willing to ask the Danish
Parliament for appropriation of & Danigh contribution which would be adapted to
Denmark's ecoﬁomic conditions and to the size of contributions made by other
countries. A Danish contribution of about $2 million is considered appropriate,
if the Special Fund is established with a, cepltal of about $250 millien,

6. The Government of France recalls that it has always, both in the

United Nations General Assembly end in the Economie and Soeisl Council,
indicated the keen interest which it takes in the establishment of a Special
Fund.

Only an underteking in which the largest possible number of countries

whatever thelr stage cf econcmic development, were associated, would meke 1%
possible to free the necessary resources and to carry out the development work
in the most harmonious fashion,

This co-opefation should receive expression through the establishment of
the Special Fund, which would be the instrument for a transfer of funds betweé
the countries which were most advanced and those which were econcmicelly
under -developed. )

The basic role of the Special Fund should be to assist, within the nationa
or regional framework, in the establishment of the economic and social
infrastructure which ls essential to econcmic development end which cannot be
financed from traditlicnal netional or interuational sources.

Obvicusly, the Fund's resources should be proportionate to the needs,
vhich are considereble, In that connexion a decisive step forward will have
been taken when an agreement on disarmament makes it possible to devote to
world economlc development a portion of the savings achieved.

The need for international aection in promoting economic development would
appear, however, to/be too pressing %o awaitfthe conclusion of an egreement on
disarmament. The machinery for such co-oﬁeramion as will contribute to the
development of pééceful reletions between pecples should be set working as soor
as possible with the resources now availsble,
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Accordingly, the French Goverrment reaffirms its suppbrt of the idea of
esteblishing a Speclal Fund for Economic Development., If, es is likely, the
Ad Heoe Committee established under the General Assembly resolution of
9 December 1955 finds that the majority of replies to the questionnaire are
favourable to the establishment of the Special Fund, the French Goverrmment for
its part will bave no objection to the teking of steps to draw up & draft statute.
This gquestion might be discussed at thé twenty-second session of the Economic
and Social Council.
7+ The Government of the FPederal Republic of Germeny states thet it has again
exsmlned the plan to establish a Special United Natlons Fund for Economic
Development, As is shown by its participation in the World Bank, the Technical
Assistance Programme of the United Nations and, recently, the Imfernational

Finance Corporation, it is interested in the economic development of countries

capeble of development. If & new institution - SUNFED - is now to be created

in eddition to already existing institutions or those in process of being
esteblished (IFC), very careful consideration should be-given to the question of
whether the said institutions could not also fulfil the tasks intended for the
Special Fund, According to invesﬁigations go far, this possibllity would seem
out of the question without amending the statutes of the sbove-mentioned
institutions. Alteraticns in the statutes could elso cause considerable
difficulty; but it does not seem impossible that existing institutions such as
the World Bank could act as agents in procuring the additional funds required -
perhaps in the form of "grants-in-aild" from friendly govermments - for important
developmenf projects. In this way a connexion could be established with the
existing national aid programmes without the necessity of creating a new organ
within the framework of the United Mations., Furthermore, the establishment of
the Speclal Fund should only be considered provided the participation of the
most important world trade countries = particularly the United States of America,
Great Britein and France =~ 1s assured.

& The Govermment of Greece states that it is highly interested in the creation
of the Special'Fund which would finence projects in under-developed countries,
"It continues by saying that participation of the economically stronger‘countries,
which ere in a position to provide the major part of the necessary funds must

be considered as a condition of its establishment.
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9. The Govermment of ;Eg}z_staxes that in view of the purpose and functions
vroposed for the Special United Nations Fund for Econmomic Development; it is in
principle favourablé tc the setting up of said Fund, No definite commitment is
deemed possible in this matter at the present stage, when the attitude of a
nunber of coumtries is not fully known end therefore it is not yet possible to
gssess the measure of internetlonal support which the Special Fund will receive.
Likewise, there is still %o be determined the exact extent of the financial
- burden involved for each country. As a congeguence, it is not possible at this
stage to state whether the cbligatlons to be assumed will be consistent with

the financlal capaclty of Ttaly. A determinant element to be borne in mind when
evaluabting the desirability of the Speciel Fund, seems to be its intrinsic
cepacity to meet the tasks assigned to i%t, that is Yo say the means 1t will have
at 1ts disposal and the range of effective action it will reach, as compared with
the purposes assigned to it. It is, therefore, the opinion of the Ttalian
Government that any detailed discussicn on the technical orgenizatlion and on the
functioning of the Special Fund should be preceded by a clear understaﬁding of
the general problems underlying its main tasks and asctivities,

10, The Govermment of Jordan states that 1t supports prinecipally the
establishment of the Special Fund as a good opportunity for countries needing
capital.

11, The Goverrment of Libya considers that the matter of the establishment of a
Special United Nations Fund for Economic Development is of the greatest
importance to the country in view of the repeated reccmmendations made by the
General Assembly and contained most recently in resolution o2k of the tenth
.session that: ",,. if and when further meens beccme available for assisting in
the financing of the development of underdeveloped areas, due consideration be
given by the Unlted Nations and the specialized sgencies to the specific
developuent needs of Libya",

In the absence of any other proposal for the financing of the econcmic
development of under-developed countries the Govermment of Libya assumes that
the Special Fund, If created, would acknowledge this special obligation to essist
the development of Libya.,
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The Government cof Libya stands ready accordingly to present both specific
proposals for eccnomic develcpment projects as well as an over-all statement of
its financial vesources and requirements for econcmic development over a five-year
perilod for the considerstion of the authorities of the Special Fund, if and when
-it is established. |
12, The Govermment of the Wetherlands recalls that in the ccurse of the last
Tew years its attitude towards the establishment of a Special Fund, and its
readiness to take an active concern in it, has been set forth in various statements

%o the General Assembly and the Econcmic and Social Council. (See also below

paragraph 30.)

1%. The Goverrment of New Zealand after drewing attentlon to a previous
communicationi/ gsetting out iﬁs attitude towsrds particlpation, states that it
fully appreciates the problems being faced by under-develcped countries in their
efforts to expand thelr econcmies and raise the iiving stgndards of their peaples.
It points out that it is alveady assisting these efforts through the United Wations
Expanded Programme of Technical Assistance, under the Colombo Plan by
contributions for capital development projects as well as for technical
assistance. These contributions are substantial in relation to the resources

of the coumtry, which is itself in a stage of active development, especially to
meet the needs of a rapidly increasing population. For these reasons the

New Zealand Government is unable tb enter into commitments to comtribute to the
Special Fund sheould it be establighed.

ik, The Govermment of the Philippines states that it strongly favours the

establishment of aGSpecial Fund and concurs in the recommendatlons of the
Committee of Nine.—/ Tt adds that the Philippines are embarked on & programme OF

repld economic development and, considering the inedequecy of domestic capital,

2/ Commeﬁ#s of governments cn the report of the Committee of Nine, document Af26LG,
page 49, ‘

6/ Beport on a Special United Nations Fund for Economic Development, submitted by
& committee of experts appointed by the Secrefary-General in pursuance of
Economic end Social Council resolution 416 A (XIV), document E/2381 of
18 March 1553. This report is referred to herein as the "Report of the
Committee of Nine".
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its needs for external capital are great. The proposed Specisl Fund could thus
beccme an important source of external capital and for this reason, the
Philippine Government fully supports its establishment,
15, The Government of Polend recalls that its views on the establishment of a
Speciai Fund were inter alia expressed at the teﬁth sesslcn of the United Nations
General Assembly, and sdds that it is known that 1t voted in favour of
regsolution 925 (X).
17, The Goverrment of Switzerland recalls its previcusly stated opinion that the
establishment of a Special United Nations Fund for Econcmic DeveXlopment would at
the présent time be premature, It adds, however, that it is anxious to glve
careful study to eny messures which may reduce the disparity between the present
levels of living in the industrielized and in ecdnomically under -developed
countries,
18. The Government of the United Kingdom, while supporting in prineiple the
establishment of a Special Fund, expresses the view that such establishment
should walt on the fulfilment of the following conditions:
(i) A programme of internmationslly supervised world-wide dlsermement under
the auapiceé cf the United Nations should have been embarked upon, So
far as the United Kingdom is conecerned, and indeed this applies to many

other industrial nations, their economic resources ere fully deployed
&% present, and wntil significant reductions all round in the level of
expenditure on arms can be achieved, there can be little hope that
funds on the scale required will be fortheoming.

(11) A certaln minimm of money should be available to the Fund before it
embarks on any cperations at all. Tﬁe tasks which would face the Fund
and the cleims made on its resources will be so manifold that unless it
were at the outset sble to meet 2 materiel proportion of such demends
and claims, it might betray the bhopeg of its sponsors and supporters
and conseguently fall intd dlsrepute,

(411) The membership of the Special Fund ghould embrace ‘the bulk of the
members of the United Naetions, It should include both the highly
industrislized nations and those with less develcoped econcmies, and
all should make a contribution.
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In H.M. Govermment's view, until the three conditions menticned above are

in sight of fulflilment, it would be inappropriate to draw up a statubte for the
Fund, -

19, The Government of the Republic of Viet-Nam is of the opinion that the
establishment of the Special Fund will prove extremely useful as a means of

enabling under-developed countries with insufficient financlal resources to

accelerate the development of thelr economic-social infrastructure. It poiunts
out that the low level of average individual income in under-developed
countries, especially in those of Scuth East Asls, makes it difficult to
mobillize sufficlent national capital to initlate a rapid rate of economic
expénsion so that 1t is necessary to seek the help of international capital.

The establishment of the Special Fund will prove extremely ugeful as & means of
enabling these countries to accelerate the development of their economic~social
infrastructure, which is basic to the substantial expansion of their production
and to the well-being of theic peoples,

20, The Government of Yugoslavia most wermly and resolutely supports the idea
of the Special Fund and considers its establishment a matiter of great urgency.
It holds that the efforts of the pecples of economically inder-developed
countries to raise their standard of living and achleve economlic equality must
be supported by international action., It considers that the solution of the
problem of economic development will have momentous positive consequences on
both economic end political relations between nations. In giving assistance the
United Nations would greatly enhance its mcral prestige and would therefore
greatly strengthen the concept of collective security ass well, In its view the
Expanded Technical Assistence Programme of the United Natlions has demonstrated
that international co~operation in the field of economic development.can lead to
great results but alsc that this co-operaticn cannct produce its maximm results
so long as it remainsg limited only to the field of exchange of technical
knowledge., An expansion of this co-operation and application of the same
principle in the field of internationsl finencing is therefore inevitable. The
establishment of the Special Fund of the United Natlons for Economic Development
would mean thé practical realization of the provisions of the Charter =- and more
particularly of Artiecles 1, 2, 13b, 55 ahd 56 - and therefore the solemn
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fulfilment of the asswmed commitments. The Yugoelav Govermment considers thatb
the present political relaticns in the world render possible and call for resoxt
- to jmmediate steps in order to bring sbout the realization of an idea which in
the course of these last years has metured in the United.Nations and has met

with the over-sll support of the General Assenibly,

Views expressed in connexion with replies tc¢ the gquestions contelned in the
annex to General Assembly resoluclon 923 (%)

21. The following governments express views on the establishment of the Special
Fund in etatements'on the desirability of setting it up before the conclusion of
an internationalragreement on disarmament: the Govermment of Chile considers

- that the Special Fund should begin cperations without deley with sufficient
resources to ensure that its cperations are effective in the preliminary stages.
It hopes that the Speclal Fund will be set up immediately without waiting for
savings from disarmament (in reply to questlion 3). The Govermment of Colcmbia
reaffirms its repeatedly stated view that the establishment of the Speciel Fund
cannot be made condltlonal on the achievement of disarmament (in reply to

question 7). The Government of Crechoslovakia expresses the cpinion that the

Special Fund should start its operations withoub evaiting agreement on
disarmement (even with an initial minimum falling belew the proposed figure of
$250 million) (in reply to gquestion 3). 'The Government of Ethiopia emphasizes
its view that inception of the Special Fund should not welt upon a formal
agreement being concluded for universal disarmament (in‘reply to question 3).

The Govermment of Israel is of the opinion that the initial subscrlptlon to the
Fund ought to be made independent of savings resulting from disarmament so as to
manifest the intentlon of all participaeting govermments to proceed with economic
development of under -developed countries regardless of political tensions., The
Governments of Denmark France, Indis and the Netherlands, whose genera_ views

are glven elsevhere, are also in favour of establishing the Speecial Fund before
the conclusion of a disarmement agreement, the Govermment of India recalling its
poeltion taken on previous occa31ons, and urging that the esteblishment of the
Special Fund need not be postponed till sufficient progress is made with
internationally supervised dissrmament (under guestion 8).
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22, The Goverrment of Cambodla, in its reply to question 8, states that the
establishment of a Special Fund, empowered to award grants-in-aid and acting as
an equipment fund for the specialized sgencies, would be very opportune.

25. The deernment of Ecuador, in its reply to question 3, states its view that,
as soon as there is any prospect of other States joining the Fund in the future
end increasing its resources, the Fund shouid be set up, although with somevhat
more limited resources to operate on a modest scale that would enable it to deal
with only The most urgent projects.

2k, The Government of Heiti, in its reply to question'l, states that a Special
Fund would play an extremely important part in the economic development of the
country. It expresses approval of and quotes from Mr, Raymond Scheyven's
statement to the Second Committee of the General Assenmbly at its tenth sessionI/
in vwhich he referred inter alia to the low taxeble capacity and the modest sevings
in under~developed countries,

25. The Government of India, in its reply to gquestion 1, points out that so far
the United Nations and its specialized agencies have engaged in promoting &
larger flow of internatlonal capital to under-~developed countries, bubt that there
is no lnternaticnal machinery for the provision of grants-in-sid, for the
development of the social and econcmic framework, which are now only available

on a bilateral or coumtry-to-country basis. The Govermment of India ls strongly
in favour of Unifed.Nations initigtive in this mabtter. Recalling Artiecles 55 and
56 of the United Nations Cherter, the Govermment of India states that the United
Nations has an important part to play in promoting the eccnomic and social
progress of all countries aend in enabling them to teke "joint and separate action”
in this respect. It also points to a number of practical considerations which
argue in favouwr of an initiative by the United Wations in this matter. It
considers that assistance orgenized through the United Natlons willjhe free from
the kind of pcliticel cbjections from which bilateral aid scmetimes suffersi as
such it 1s likely to appeal to & larger number- of countries and will prcmote &
gregter degree of goodwill and understanding among nagvions. The Government of
India feels that it is also easier for a number of countrles whose resocurces may

be small but who are willing and sble to assist other countries, to do so through

7/ Document A/C.2/187 of 28 October 1955.
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en internstionel agency, Experience has shown that some of the under-developed
countries themeelves may be ﬁilling and able to assist other countries in scme
respects, Not all countries can command adequate organizational machinery for
rendering assistance on a bilateral basis, There is thus need for a United
Nations Fund for dlsbursing grants-in-aid, even while the existing arrengements
for bilateral aid are continued.

26, The Govermment of Indonesia, in its reply to question 3, states that the
comparatively modest initlal operating fund of $250 million is out of proportion
to the present aggregate needs of the less developed countries. However, the
guestion regarding the exact size of the initial operating fund should be
secondary to the urgency of the need fbr_establishing the Special Fund,

27. The Govermment of Iren states, in its reply to question 1, that 1t has vast
ecdnomic development programmes and would neturally welcome the esteblishment of
the United Nations Speciel Fund,

28. The Govermment of the Republic of Kores, in its reply to question 1, gives
its wholehearted support to the establishment of the Special Fund, and feels
Justified in expecting substential essistence from it, once the Fund is

established, inasmuch as Korea, aside from being econcmically under-developed
had suffered tremendous demsges during the war of 1950-53 and is now in desperate
need of external capitel both for recbnstruction and rehabilitation and o
achleve g self-sustalning economy.

29, The Government of Nepal, in its reply to question 8, expresses the opinion
that the esteblishment of the Specisl Fund would provide en excellent opportunity
for bringing all member nations into an increasingly active and responsible
participetion in United Natilons effairs; the Fund would greatly accelerate the
economic development of the under-developed countrieg ag 1t would be free from
any assoclation with narrow nationsl interests.

30. The Govermment of the Netherlandg, in its reply to question 3, states that
it has repeatedly expressed the view that the creation of & Special Fund should
not be mede to depend upon the savings resulting from world-wide internationally
supervised disarmement, Efforts should be made to establish the Fund at an early
date, even if scme potential comtributors should not consider themselves ready to
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participate. It is preferred to start operations as early as possible, even if
the Fund would then have to cperate on & relatively small scale, rather than walt
for a general willingness to participate. |

31, The Governments of Ceylon, Chile, Ethiopla, India, Israel, the Netherlands
end New Zealend dlsagree with the suggestion contained in the report of the

Ad Hoc Group of Experts headed by Mr. Raymond Scheyveng/ that the Special Fund
might; perhaps, be established lnitielly for a period of five years, Oppositicn
to this proposal is based on the ground that such limltation would interferes with
the Special Fund's activitles and might even render any long-~term activity
imposgible., The Govermment of India also cbserves that the idea of the Speclal
Fund embodies some of the highest principles enshrined in the United Netions
Charter; it would not be proper to begin to give concrete expression to this

ldea in a mood of hesitation and indecision. These govermments would agree,
however, to a provision thet after a period of, for instence, five years, the
method of work end the structure of the Special Fund would be reviewed in the
light of the experiences gained, in order that modifications be made wherever
necegsery. The Government of Ecuador, on the other hand, concurs with the view
thet the Fund be established for an experimental periocd of five yeers

(see paragraph 52 belaow).

§/ Special United Nations Fund for Fconomic Development, report prepared in

pursuance of General Assembly resolution 822 (X), Officiel Records of the
General Assembly, Tenth Session, Supplement No. 17 (A/2900). This report

1s referred to herein, as the 'Report of the Ad Hoc Group of Experts'.
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B, Summary of replies to the guestions enumerated in the annex
to regolution 923 {(X) of the General Asgembly

"1, Role of a Special Fund

Forty=-one govermments commented on this guestion.

. Financing econcmic and social infrastructure

32, The followlng govermments point out, with varying degrees of emphasis and
explicitly or by implication, that the Special Fund should devote resources more
especially to developing the infrastructure of under-developed countries:
Afghenisten, Burma, Ceylon, Chile, China, Coste Rica, Cuba, Ecuador, Ethiopisa,
Fintend, France,E/-Haiti, India, Indonesia, Israel, Japan, the Republiec of Korea,
Wepal, the Netherlands, Worway, Pakistan, Thailand, the Republic of Viet-Nem, and
Yugoslavia. Two govermments, those of Halti end the Netherlands, emdorse the
definition of econcmic and soecial infrastructure proposed by the Ad Hoc Group of
Experts headed by Mr. Raymond Scheyven, namely "the infrastructure on which the

apperatus of preduction proper is based, or the set of basic facilities needed
for effectlve production, such as é minimum of roads, power stations, schools,
hospitals, housing and govermment buildings" which permits. a smooth development of
production and which allows private initiastive %o play 1ts full part. 1o/

33, The projects enurerated by govermments in this coonnexion are as follcws.
Educational facilities-/ (schools, technical training centres,
university buildings, school equipment and even technical staff), health

facilitiesid/ i cations=2

(health improvement, hospitals), transport and communlcaxlons-/
(improvements and expansion of roads, specially the construction of feeder

9/ Reply under "Views on the establishment of a Special Fund".
}g/ Specia; United Nations Fund for Economic Development, document A/2906,

11/ #ifghenistan, Ceylon, Chile, Costa Rica, Ethiopia, India, Israel, Nepal,
Netherlands, Pakisten, Theilend, Yugoslavia, ,

lg/ Afghenistan, Ceylon, Chile, Costa Rica, Finlend, India, Israel, Fepal,
Netherlands, Pakistan, Thailend, Yugoslavia.

;é/ Ceylcn, Chile, China, Ethiopia, India, Nepal, Netherlends, Pakistan, Thailand,
Republic of Viet-Nam, Yugoslavia,
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roads to gpen up the interior of countries, railways, inland weterways,

meritime transport, haerbour works), power development-—/ (erecﬁion of

power sbetions, rural electrification)}, agricultural and forest

imprOVementEE/ (land reclamation and improvement, agricultural and forest

' equipment, storage facilities, extengion of ﬁarkets, conservation and
| resettlement of landless farmers), irrigation and water conservationlé/

(selected irrigation schemes limked with Fflocd control, dams and reservoirs

to conserve and distribute rainfalls), surveys of natural resourcele/

(expanded end intensified surveys of land, forest and mineral resources

and possible provision of risk capital in the wake of such surveys),

industrlal chemicel lsboratories for the purpose of chemical analysis of,

and research into, local raw and manufactured prcduce,—-/ develcpment of

communal serv1ces,é2/ projects aimed at securing greater employment, ——/

irmigration for agricultural settlementgi/ and govermment bulldings and

hdusing.22 |
34, The following governments go beyond mere enumerstion of projects which they
consider to be of an infrastructure nature and show by means of more detailed
examples the kind of problems they are facing: +the Government of ;Eggg;refers
to its targets in its Second Five-Year Plan in the field of education; it states
that desgpite maximum efforts to mobilize domestic resources, this plan would
only engure that by March 1961 some 60 per cent of the children in the age groap
6-11 and 19 per cent of the children in the age group 11-14% would be attending
school. The Government of Ethiopia similarly refers toc a "crying need for more

1/ Ethiopia, India, Nepal, Netherlends, Republic of Viet-Nam, Yugosleviea.

15/ Ceylon, Chile, Finland, Indla, Libya, Nepal, Pakistan, Thailend, Republic of
Viet-Nam, Yugoslevia,

16/ Ceylon, China, Ethiopia, India, Israel, Libyas, Nepal, Pakisten,

17/ Greece, Israel, Kepal.

18/ Ethiopia. |

19/ Yugoslavia,

20/ Greece.

21/ Chile,

22/ Ceylon, Chile, India, Israel, Netherlands, Yugoslavia.
\
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facilities for higher education and technical educaetion". The Goverrment of
Chile states that ite economic development pfbgramme includes numerocus projects
involving infrestructural investiments which have had to be postponed because of
insufficient resources. The Chilean Government 1s ready in due course to furnish
information on such projects. The Govermment of Libya states that it.has certain
projects, especially for electric power plants and'electric &latribution systems
for which the government would at once spply if the Speclal Fund should be
established,

ke

Inclusion of directly productive projects

35. Assistance in the financing of dlrectly productive prmjeéts (other than
some of the agficultural projects referred to in peragraph 33, sbove) is
favoured by the following govefnments: the Govermment of Afghanistan considers
thet the Special Fund might finence by means of loans the forelgn exchange
requirements of preductive short-term projects within its development plen; the
Government of Ceylon considers that industries which are necessary for investment ‘
projects within the'infrastructure, such as the menufacture of building
materials, fertilizers and certain types of transport equipment should benefit
from the assistance of the Special Fund; the Government of Israel suggests that
the Fund might provide capitel for projects which will yield full returns in
foreign curfency and be able to repay capital only over a lgager'peripd, referring
specifically to the development of mineral resources; the Govermment of Ttaly
also refers to possible assistance by the Fund ¢ development schemes yielding
profits only on & long-~term basis; the Government of Nepal envisages possible
provisicn of limited smounts of risk capital for Ploneer develcpment efforts in
the wake of regources surveys} the Govermment of the Republic of Viet-Nam adds
to its list of infrastructural projects deserving Fund ass;stance
."industrialization" and "agricultural industries"; the Govermment of Yugoslavia
suggests that infrastructure projects, interprete@_more.broadly would include
certain basic projects in the fields of power and industry. The Government of
Czechoslovakiagé/ refers to projects furthering the‘developmanﬁ‘of the key

23/ 1In reply to question 7.
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sectors of the economy, i.e., industrialization and agriculture; the Governmeni of
Polandgé/ states nore generally thet in its opinion the Fund should finance
primarily prejects of & productive nature which would strengthen the economy of

the receiving ccuntry. It edds, however, that a tight division between
productive and non-productive investments (or gelf-liquidating and non-self-

liquidating projects) is not advisable.

Integration with economic development programmes

56, The role of the Special Fund in relation to over-all development programmes
or in comnexion with intégrated economic development i1s stressed by the Govermments
of Afghanistan, Chile, India, Iran and Libya which mention specifically their

current develorment plans and, in some cases, provide illustrations of the way in
which the Special Fund could facilitate their implementation. India, for example,
gives a detalled account of its Second Five-Year Plan and indicates thelscope of
assistance which could be fortheoming from the Specilal Fund. It goes on to state
more generally that the role of the Special Fund should not be conceived
essentially as one of financing certailn types of projects; its essential aim
should be to permit under-developed countries to undertake larger and more balanced
progremmes of development by rendering assistance of the kind not available at
present,

37. The Govermnments of Ecuador and Ceylon stress the more general definition of
the role of the Special Fund proposed by the Ad Hoc group of experts heeded by

Mr. Scheyven, namely, that "it would be the function of the Special Fund to
finance any invesiment, whether economic or scecial, in under-developed countries,
which vas part of a coherent programme designed to attain the meximum rise in
national iﬁcome and which could not be fully financed by private capital, the
International Bank or any other loan making institutioné".gﬁ/ ' The Goverament cf

the Netherlands, on the other hand, while sgreeing with the larger definition

of the Special Fund's role, as gquoted by the above, believes that financiné beyond

23/ 1In reply to question 7.

g&/ Special United Nations Fund for Economic Development, document A/2906,
paragrarh 1% in fine. '
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the infrastructure would be rather ambitious; 1% points out that expectations
mey be raised that cannot be fulfilled within a measurable spéce of time and that
it would seem desirable, therefore, that, st least during the first few years,
the tesk of  the .Special Fund should be restricted to the infrastructure proper.
38. Integration of the Special Fund's assistance with existing develorment
programmes is also explicitly favoured by>the Governments of Colombia, Indonesia,

Norway,gz/ Sandi Arabia,gé/ the United Kingdom and Yugoslavia. This spproach

; is considered particularly desirable as it is said to permit greater flexibility
in the Fund's operations. The Government of Indonesia expresses the view that
the statute of the Special Fund should make.it clear that its fundamental purpose
iz to assist in the implementation of over-all national development progremmes,
even although initially its activities may have to be limited to financing of

the ecoﬁomic and social infrastructure. The Govermment of Yugoslavia stresses
thé fact that projects dealing with the economic and scciel infrastructure -

are cn the whole specific for each country and for each national programme, and
may sometimes vary in scope and in importance; ' therefore, the role of the
Special Fund should not be confined in advance to e very limited or marrow field
of actidn; on the contrery its operations should have sﬁfficieﬁt flexibility to
eliow it to accomplish its purpose of co-operating ectively in the work of
econoniic develorment. The Government of Colombia believes that it would be much
more useful to the countries concerned if the assistance of the Fund could be
granted on a long-term basis so that it would be feasivle to draw up long-range

development programmes.

Self-liquidating and non-gelf-liquidating prbjects

39. The view of the Ad Hoc group of experts that assistance by the Fund should
not be limited to non-eelf-liquidating projectsgé/ is supported expressly by the
Governments of Ceylon, Cclombia, Ecuador, and the Netherlands, and implicitly by

those of Afghanistan, Israsl, Italy and Yugoslavia. In the view of the Governmen

25/ In reply to question 7.

26/ Special United Nations Fund for Economic Development, document A/2906,
paragrath 13.
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of the Netherlands, the economic and scecial infrestructure may normally include
self-liquidating projects such as power stations which cannot be financed by
either private capital or commercial loans, cwing to the subseguent transfer
difficulties which such methdds of financing may entail. A simller view is
expressed by the Govermment of Ecuador. According to the Govermment of Colombia,
the Fund should give priority to non-self-liguidating projects, but, if a project
is self-liguideting but cannot be carried out for lack of domestic resources

or internatiomal financial support, 1t should also receive assistance from the
Fund if it is likely to ke of benefit to the general economy of the country.

40. On the other hand, the Government of Pakistan emphasizes the role of the
Special Fund as a meang for financing non-gelf-liguidating projects related to
basic develomment end observes that facllities for financing other sectors of
economic development, if they are worthwhile and likely to be économically sound,
are generally available. The Governﬁent of Brazil only mentions non-self-
ligquideting projects which would accelerate the development of the basic sectors
of the economy. The Govermment of Costa Rica states that it would consider the
Special Fund as a 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 iz of the opinioh that the Fund's

resources should be used for non-self-liquidating projects necessary for healthy
econcnmic develomment.

L1, In connexion with these distinctions, it is often stated that the Special
Fund would only finance projects for which private capital or international
finaneial resources, especially those of the International Bank, are not available.

Such & view is expressed by the Governments of Chile, Colombie, EZEcuador, Haitl,

Indis, Indonesla, Israsl, the Republic of Kores, the Wetherlands, Norway

and Pekigstan; and is implied in the reply of the Govermment of Thailand.
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Finanecing local coste and indirect foreign exchange reguirements

L2, The Governments of Ecuador, Indla, Neral and Thailand suggest in their replies

that the Special Fund should also finance local costs and indirect foreign exchange
requirements of development projects. The Govermment of Ecusdor notes that there
is no mention in the report of the Ad Hoc group cof experis of the type of project.
costs that the Special Fund would be entitled %o finance. In the view of this
Government, the Fund should be empowered to assist in financing not only foreign
currency costs of projects but also local costs provided that the projects themselves
and their integration with general development programmes offer & sufficient
guarantee that thé investment will not have undesirable effects. The Government
of Thailand similerly refers to local costs and indirect foreigh exchange
requirements by including in the projects to be financed by the Speciel Fund those
which are partly financed by the Internationsl Bank or other external sources;

in such cases the Fund might be required to meet part of the ccsis which the
Government cennot finance without causing sericus inflation or deficit in the
balance of payments. According to the Government of Nepal, the Special Fund
night also be regarded as a poséible gource of financing commodity imports which
could be converted into local currency or "counterpart" funds to be used in the
financing of needed development prcgfammes - in cases where adequate internal
financing could not otherwise be provided; +this, howevér, would require
appropriate safeguards to prevent the Fund from becoming a "erutch" that might
relieve participeting governmen?s from exerb;ng their cwn best efforﬁs-for
economic development. The reply of ‘the Government of India similarly assumes
that the Special Fund would satisfy indirect foreign exchange requirements when

it states that the Fund should finance projects which do not always qualify for
loans from existing organlzations which employ the criteria of creditworthiness
and which are intended mainly to finance the direct foreign exchange cost of

individual projects.
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Role of the Special Fund in Ffacilitating migration

43, Three governments mention the possible role of the Special Fund with regard
to migration: the Government of Chile mentions immigration for agricultural
settlement among the projects which could be financed by the Special Fund; the
Government of Italy reealls the suggestion made in the report cf tre Ad Hoe.

grcup cf exper;;§j7ﬁto the ‘effect that the Special Fund should help to increase the
internatioqgl mobility of labour; +the Govermment of Italy goes on to suggest

that the Sﬁécial Fund cculd make a contribution towards the solution of one of
Italy's economic problems by helping to create in other countries conditions
favouraeble to the settlement of Italian emigrants. The Government of Israelgg/
congsiders that the Special Fund might finance migration where such outlay would

yield full return’®in benefits to the migrants and to the country receiving them.

w @
Role of the Special Fund in co-ordinating ald programmes

Lh, The Govermments of Cambodis and Canads suggest that the Special Fund might

in addition to 1ts fimancing activities also assist in cb-ordinating aid

programmes of othé£ agencles. In the view of the Govermment of Cambcdla it seems
indispensable that the efforts of these various financing agencies should be
concentrated. It seems equally necessary to introduce flexibility into these
agencies' methods of operation and simplify their adminiétration. The Government
of Canada suggests specifically that the Special Fund, upon request, sassist in
varicus ways the arrangemént of bilateral aid programmes, in particular by assisting
countries which have bilateral aid programmes in selecting projects or
administering their programmes. It further could also facilitate the co-ordination
of aid progrémmes by colliecting and disseminating ihformation, in particular by
publishing, annuelly, reports on the ald supplied by each of its members - whether
that aid is supplied bilaterally, or through some other international organization,
or through the Special Fund.

27/ Special United Nations Fund for Economic Development, document 4/2906,
page 35, footnote .

28/ In reply to questien k4.
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Indirect role of the Special Fund in expanding internstional trade

L5. The Goverrments of Austria, Denmark, Jepan and Poland emphasize the indirect

beneficial effects which they expect from an expansion in international trade
brought sbout by the Special Fund's assistance to under~developed countries.

For the Government of Austria, the effects of operations of the proposed Special
Fund with regard to the Austrian economy would depend on the size of Austrian
contributions and upon the nature and form of the Fund's asgistance to under-
developed areas; the duestion whether the Austrisn export industry would
participate in such assistence would be of importance, for instance, if the menbers
of the Special Fund could deliver investment goods to under-developed countries on a
competitive basis. The Govermment of Denmark expects that an expansion of econcmic
activity in the less developed areas initiated through the Special Fund would open
up new possibilities of Danish trade with such areas. The Government of Japan
believes that inéreased standérds of living in the under—devélaped countries brought
about by assistance from the Speecial Fund will have Tavcurable effects on her econom
via an expansion of trade with such arecas. It consilders it desirable, therefore,
that assistance frbm the Special Fund should be directed to projects essential

for internetional econocmic development rather than to the development of individual
countrieg; during the initisl period of the Fund's operations, Joint internaticnal
undertakings should be taken up as the principal‘projeﬁts cf =sssistance. It is

the expectstion of the Government of Polend that the Speecial Fund would contribute
to the development of international trade relations, and thus have some indirect

influence on the realization of its own development rplans.
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2. DNature cof contributions to the operational
budget of the Special Fund

Forty governrents ccumented cn this questicn.

Renewsble ccmmiltments or cepital subscriptions

46. ‘The followlng govermments recormend or envisage that contributions to the
Special Fund should teke the form of renewable government commitments either annual
or periodict Burma, Chile, China, Colombia, Ecuador, Bthiopia, Haiti, Iriis,
Irdonegias, Israel, thelReDUblic of Korea, the Netherlands, Nbrwaygﬁ/, Fakistan,
Switzerlsnd and Yugoslavia. At the sere tire, some of these governments, namely
Chile, China, Colombia, Ecuador, India, the Netherlands and Switzerlend, express

concern gbout the uncertainty which would attach to such arrangements. For this

reason, these governments (and also the governments of Ceylon, Cuba, Pakistan and
New Zealand) suggest that contributing governmeﬁts undertake to amncounce long-term
pledges or Lo meke long-term commitments. The Goverrrents of China and Colombila
endorse thé suggestion made in the report of the Ad Hoc Group of Expertség/ that

governments be persuaded to make long-term pledges to the Fund subject to their

obtalning the necessary annual psrliamentary approvels. The Government of
Colombia recommends that government pledges should cover a periled of aot less than
three years. The Govermment of Cuba similerly cbserves that in light of the
experiencés gathered in the Expanded Progreamme of Technlcal Assistance, it would
be highly desirablcif governments could meke commitments for s period longer than
8 year, whepever legislation permits. According to the Government of Pekistan,
contributions should be pledged for two years and at the end of this period,
réneved for a period of two or more years according to the exigencies of the
situation, In the view of the Govermment of Ethlcpla, contributing States should
give an underteking to pay annual instelwents or special instalwents of the
original sum &t & rate to be agreed upon with the Fund, and should elso, if
possible, undertake to make future cortributions toward the replenishment of the
Fund when this becomes necessary. The Government of Indis is of the opinlon that

29/ 1In reply to question 3.

30/ Special United Nations Fund for Econcmic Development, document A/2906,
paregraph 17.
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wnlle approprietions to the Fund may be on an annusl bagis, countries should give an
indicatlon of the crder of thelr conmbributiors over a periocd of say, flve years.

The Government of the Netherlands suggests that govermments be invited to make
long-~term pledges from the start. ,

L7, According to the Government of the Republic of Viet-Nam, the Special Fund
should be a banking establishment consisting of the subgcriptions of member States
purchesing shares; the capital subscribed should be divided es 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 unpald 80 per cent should form s guarantee fund. Like

the Interngtional Bank, the Specigl Fund would engage, according to this government ,
both in borrowing end lending operations. In the opinion of the Govermment of
China, while funds for grants-in-sid must come exclusively from contrlibutions

(presumsbly of & periocdic nature), funds to make closns could be derived either
from periodic contributions or from cepltal subscriptions or even from bond
flotations in the open merket. The Government of ‘Greece similarly states that
efforts should be mede to increase the Fund's resources by having recourse to the
mcney market. The Government of the Repuﬁlic of Korea 1s in févour of a form of
cepltal subscription combined with annual contributions.

48, As regards possible non-govermmental sources of finances, the Govermment of
Halti observes that the possibllity of private gifﬁé or glifts by philanthropic
institutions should not be excluded. The Government of Yugoslavia is also '
favourable to contributions from non-govermmental orgenizations, with the proviso
thet such contributions should not cerry the right of participation in decisions

" relating to the menagement of the Special Fund. The Government of Nepal suggests

that contributions could be supplemented, in some instances, by arrengements for

mutual assistence smong countries. receiving assistance.

Determingtion of contributions

49. The following govermments are explicitly in favour of voluntary contributions:
Austrie, Burme, Canads, China, Colombis, Ecuador, Ethiopis, France, Haitl, India,
Indonesig, Iran, Japan, New Zealand, Pakisten, Polend, Switzerland, the United
Kingdom and Yugoslavia. On the other hand, the CGovernment of Greece suggests that
the capital of the Fund should be secured basically through a compulsory
contribution of member Stetes. The Governments of Ceylon and the Netherlends
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observe that a system of contributions to be determined according to & fixed scale
should be preferred to a system of voluntary contributions, while the Government
of Isreel also suggests that the framework of all contributions should be & system
of fixed ennual shares so as to ensure a large measure of stabllity in advenced
budgeting. The Government of ggilg similarly favours the establishment of a
proper scale for contributions, while the Government of Demmerk is of the opinicn
‘that the nucleus of the Special Fund should consist of contributions made
according to a scale based on general principles. The Govermment of Theiland
suggests that contributions to the'Special Fund should be shared emong the members
on the basis of certain formulas. The Govermment of Canada considers that
appropriate arrangements should be agreed upon asmong potentisl comtributors for i
the initial provision of adequate operationsl funds and subsequent contributions
should be voluntery. Concerning the additional contributions which mey be
fortheoming oﬁt of savings from disarmamentél/the Government of Yugoslavie believes
that it will probebly be necessary to modify thelr voluntary charecter and the
conditions of their convertibility; this, however, will be decided by the General
Council when the gppropriate moment arrives. The Government of Israel suggests
that, es savings are made from disarmement, these should automatically be
aceompanied by a contribution to the Fund, of, say, 20 per cent of -each such
saving; such contributions to be decreased annually on g scale of one percentage
polnt per annum so that the contribution from each individusl saving would come

to an end after a period of twenty yegrs,

50. Regarding the criterla which may be borne in mind by countries in deciding on
thelr contribution, the following are suggested: économic gtrength, messured by
such elements as pational income, per cepita income, populetion; ebllity to pay;
normal budgetary expenditures, armament expenditure, forelgn exchange resources,
relative position in the world economy, contributions of other countries,
contributions to the United Nations, the Expended Programme of Technlcal Assistance,
the specialized agencies, especially the Internstionsl Bank and the Internatiomal
Monetery Fund, end savings resulting from g reduction in expenditure on armaments.
The Government of Augtria suggests that contfibutions should'depend or the financial
possibllities of the countries cconcerned. The Government of Yugoslaviea

2}/ See pummary of replies under question 3, paragraph Tl.
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speciiically endorses the suggestions contalred In the report of the Commlittee of
Nineég/(economic strength and resources, per ceplta national income, rate of
Investment and mccumulated foreign reserves in relatlon to import needs). Other
governments which suggest specific criteria are: Afghsnistan, Burma, Cambodiae,
Ceyloﬁ, Chile, Colombis, Ecuador, Haiti, India, Indonesia, Nepal, Pekistan and
Switzerland. The Govermment of Japan suggests the limitation that there should not
be any quota shere for each contributor based om 1ts trade posltion, ete., ag in
the case of the Internaticnal Bank or the International Monetary Fund.' The
Government of Ceylon observes that it would be an added drain on the rescurces of
the urder-develcped countries to contribute capital on the seme scale as was dene in
the case of the International Monetary Fund or the International Bank. According
to the Govermment of Cembodia, the contribution‘of the under-developed countries

should be merely of a token character.

ol. Concerning the determination of such criteria, the Govermment of Yugoslaviae
suggests that they may be defined either in the present Ad Hoc Committee or at the
Constituent Conference of the Special Fund., The Government of India proposes that
certain general criteria of ability to pay should be laid down from time to time
by the United Nations General Assembly and the Speclal Fund which may be borne in
mind by countries in deciding on their contributions. The Government of Fakistan
statéé that the members of the Fund should By convention agree to combribute in
proportion to their contributions to the Unlted Nations, Ihe Govermment of Foland,
for its part deems it unadvisable to establish stiff rules as regards the nature
and the amount of contributions; this should be left to the decision of the

govermments concerned.

Form of contributions: convertibility into other curcencies

’2. The govermments of Afghanistan, Burma, Chile, Costa Rica, Czechoslovakisa,
Ecuador, Ethiopia, Finland, France, India; Indonesia, Iran, Japan, Norwey, the
United Kingdom, and Yugoslavia are of the oplalon that comtributions should take

the form of local currencies. The Govermment of Poland suggests that governments

ég/ Report on a Special United Nations Fund for Economic Development, document
E/2381, paragraphs 38, 39, 41 and L2,
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should be allowed to make payments in convertible as well as inconvertible

currencles. The Governments of Burma, Chile, Ecuador, Ethiopia, Indiu, Indonesla,

Japan, Norway, the Uhited Kingdom, and Yugoslavia elther explicitly or implicitly
support the recommendations of the Committee of Nine—z/ thet these local currencies

mey be convertible only to the extent that the contributing country permits. In
the oplnion of the Govermment of Ecuador, while in many ceses it will be impossible
to use fully all the Fund's holdings of inconvertible currenclies, thls is the only
way, in view of the balance of payments position of many of the under-developcd
countries, in which it will be possible 10 gecure the participation in the Fund of
a sufficlent number of governments; in any event, this arrangement cculd be limited
at s later stage and a number of basle currencies in which contributions would be
accepted could be designated. In this connexion, the Government of Ecuador concurs
with the view expressed in thé report of the Ad Hoe Group of Experts concerning
the possibllity of establishing the Special Fund for an experimental period of

five years, In the view of the deernment of Worway, since 1t must be assumed
that many countries would be unable to contribute if the Fund had general authority
to demand contributiome to be converted into amy given currency, it would be
possible to accept the reservation that such conversion cannot teke place without
the contritutors' prior comsent; contributing countries should be under the
Sbligation,‘however, to be as accommodating as possible so that contributions can be
rationally used.

53. 1In the opinion of the Govermment of Yugoslavie the continulty of operations
and flexibility in thelr financing will reguire thot the Speclal Fund dispose of
falrly large sums of convertible currencies; the present A4 Hoc Commlttee or the
Ccnstituent Assembly could therefore address an appeal to goverﬁments which have
a strong forelgn trade and foreign financial position, urging them to make
convertible, either the total amount of their contribution or, at any rate, its
largest part. in the view of the Yugoslav Government, it is desirable, in
particuler, that govermnments which are members of the Furcpean Payments Union,
mske their contributions transfersble within the framework of the European Payments
Union, both on the occasion of the use of the western European contributions and on

the -occasicn of the rePaymeﬁt of loans to the western Furopean countries. A more

33/ TIvidem, page 52, recommendation 9.
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genergl statement along these 1last lines ie made by the Government of the Unilted
Kingdom, noting thet it is not intended that govermments which slready maintaln
convertible currencles, or even transfersble currencies, and are in strong creditor
positiOHS'shouid inmpose on the transfer or conversion of money subscribed to the
Fund restrictions more severe than those mpplied to other current transacticns.

54. The Govermment of Czechoslovakia is of the opinion that actual amounts and
utilization of contributions in local currencies would be a mabter to be determined

by mutual agréement between the Specilal Fund and the contributing and recipient
country. To avoid convertibility via third merkets, the Government of India
insists that the Pund should limit the use of the local currencies at its disposal
to the purchase of goods and services directly required for assistance to_other
countries; purchase of goode and services for sale in third merkets with s view

to obtaining other currencies would violate the principle of comtributions in
local currenciles unless, the contribubting country specifically approves such
purchase. The same view is shared by the Govermment of Colombia, according to
which a contribution should be used Ffor the purchase of goods and services in the
contributing countries. When locel currencies ere converted lmto other currencies,
the Government of Japan observes that these shall not be utilized es & means of
settlement of commodity trade nor for military purposes.

22+ The Government of Canada states that all contributions should normally be
mede in convertible currencies. This view is shared by the Governments of the
Republic of Korea (in order to facilitate the smoocth operatlion of the Specilal
Fund) and Thailand. The Go#ernmenp of Cube suggests that even though some
contributions mey be made in non-convertible currencies, this should be limited to

no more than 50 per cent of the contribution of any one member Siate, In the view
of the Government of the Netherlands, in order to make the Special Fund as
effective as possible, there should be as few restrictions as possible on the

manner of spendlng the contributions; for that reason, this govermment considers

a large degree of convertibility desirsble.

56, Five other govermments comment on the need for some convertibiliﬁy. The
Government of Colcmbis agrees with the recommendetion of the Committee of Nine that
contributions should be payeble in local currency, however, this should'not be an
abgsolute rule ag it might be desireble to decide that a certain percentage of
contributions should be in hard currency, which would greatly facilitate the
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workirg of the Fund. According to the Government of the Federsl Republic of

Germany , contributidns should be only in convertible or restrictedly convertible
currency (transfersble account sterling or restrictedly convertible DM). In the
opinion of the Govermnment of Dexmark, contributions of countries which are not

in ‘belance-of-peyments difficulties should, as a general rule, be made convertible
into other currencies. The Govermment of New Zesland, in general agreement with the
reccmmendation providing for local currency contributions, feels, however, that

the flexibility of the Special Fund's operations would be enmhenced if some part of
each contribution were made aveilable autcmatically in convertible currencles.

The Goverament of the Republic of Viet-Nam, which supports the idea that the
Special Fund should be a banking institution, proposes a scale of capital
subscriptions which would include a fiked percentage in convertible currencies.

Form of contributions: cbnvertibility into needed commodities and services

57+ The Govermnment of the Netherlands, whose view it is that there should be as
few restrictlons as possible on the menner of spending contributions, believes that

it would be wrong to restriet the use of contributions as to the purchase of
specific goods and services. This 1s also the view of the Government of EEEEEI
which belleves that contributions of this kind would create many diffiqulties im
the way of effective operétion of the Specisl Fund. According to the Government of
Switzerlaﬁd, participating countries should be able to make stipulations concerning
the use of their contributions, particulaerly, with respect to the purchase of
equipment produced by them or payment for services which they would supply. Lr
According to the Govermment of Indis, in the use of the local currency at the
disposal ofi the Special Fund in a specific couatry, the operations of the Fund
should be governed by the normel export regulations of the country concerned;

apart from this provisc it would not be desirable to permit contributing countries
to earmark the use of their contributions to the purchase of specific goods and
services. In the view of the Govermment of Yugoslavia, it should be decided by
aegreement between the Special Fund and the participating country which specific
categories of goods which are usually export items mey be purchased for such
currencies; the present Ad Hoc Committee of the General Asgembly or else the
Constituent Assembly could also decide that a defined pert of the contributions

ecould be used for the purchase of export surpluses.
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'Contributions in the form of goods and services.

58, The govermments of Austrias, Brezil, Chile, Czechoslovekie, France, Indis,
Indonesia, Isrmel, Ttaly, Japan and Foland envisage that contributions to the
Special Fund be alsc made in the form of goods and services. For the Government of
Austria, payment of contributions in convertible currencies would be particularly
difficult and contributions in kind would be prefersble. The CGovernment of Brezll
suggest that contributions be made both in currency and in industrial machinery

and equipment. The Goverument of Czechoslovakia states that 1ts contribution would
be principally in the neture of equipment, mechinery and materlals, accordlng o
the reguirments and wighes voiced by the recipient country concerned. The
Government of Polend specifies that governments should be free to make contribution
both in cash and kind. The Qovermment of Isfael suggests that 1ts contributlons
wight ccnslet of commedities in which it has an excess capacity after meeting locsal
requirements and export possibiiities. In the view of the Govermment of Italy,
qontributions should be as large end varied as possible (whether cash, services,
capital goods, technical essistance ete.) so thet the assistence the Fund will glve
will meef multiple needs.

59. Despite their reservations concerning contributions in kind, the goverhments
of Chile, France, India, Indoﬁesia, Israei and Japan would sgree to the principle
thet such contributions be permitted in exceptional circumstences or within certaln
limits. The Govermment of Chile, for example, states thet contributions in kind
might be allowed, provided thelr amount represents a reasonsble percentage of the
total contribution. The Government of India similerly belleves that the Fund shoul
accept contributicns in kind in exeeptional cifbumstances only and that steps be
taken to ensure that sﬁch contributions do not assume unreasonsble proportions in
relation to the totel resources of the Fupd., In the view of the Govermment of
Japan, contributions in kind will be sdmitted if so desired by the comtributor but
it will have to be spproved by the Execubive Board which, when taking its decision,
will take into sccount the international effects of such contributioms. Similarly,
the Government of Indonesia states fhat, in regard to contributions in kind,
eppropriate messures should be taken to ensure that no ¢pergtions of the Fund
ilnvolving these contributions will have unsettling effects on the prices‘of
primary commodities. According to fhe Government of France contributions in goods
and services could be mdmitted in certain cases, if they correspond to reel needs
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of the reciplent countries and provided they do not interfere with normel
commercial trensactions. In the view of the Govermnment of Isreel, the types and
guantities of contributed commodities would have to be limlted where this supply
to the Fund would constitute too heavy a draln by absorbing forelgn exchange
components or by displacing forelgn exchange earnings; it mey appear advisable
for the Fund to accept from Israel, as well as frcm’other countries, only suqh
commodities as would be in direct demand for a Fund prdject in any of the
participating countrles, and not to engege in cormercial transactions by selling
gocds on the world market in order to obtain the necesséry funds, for purchasing
other materisls to supply to a project.

60. The Goverrments of Burma, Cambodia, China, Colombia, Ethicpla, Norway and

the United Kinedom oppose countributions in kind., The ressong adduced are that such
contributions would render the administration of the Special Fund very difficult
(Burma, Colombia, Ethiopiam), that they would place-it in & delicate political
situation (Norvey) and that from en econcmic point of view, under-develcped courtries
should be given the opportunity to buy_whereverlpossible the most efficient
machinery and the equipment best sulted to thelr specific purposes (China).
Aeccording to the Govermment of Cembodia, experience hes shown that the actual
yield of contributions in kind 1s generally poor; since the contributing States
often tended to overvelue them and are tempted to use them s & meens of dlsposing
of wvarious surpluses. The Cambodian Government also cbserves that contributiocns

in the form of expert assistence should be expressly excluded; such assistance
should continue to be the exclusive function of bodles within the Unlted Naxioné
orbit such as the Techniecsl Assistence Adminlstration, WHO, FAC, UNESCO and ILO.
61, As regards contributions in the form of surplus commodities the Governments of
Ceylon and of the Netheriands polnt to the considerable discrepancy, both in quelity
and 1n gquantity which often exists between the supply of the coumtries which have
surpluses availéble, end the demand of countriles in need of assistence. The
possibility of the market being disturbed by an excessive supply of surplus
commodities by the Specilal Fund and the r@s&stance which such anfevent might arouse
are also polnted out by these governﬁents. Therefore, the Netherlends Govermment
is of the opinion that only in exceptional circumstances should surplus commoditles
be accepted es g contribution and that the proportion of such contributlons should
be limited as compared to the totel resources.
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3. Initizl sum to be collected before the Spécial Fund should
start its operations

Forty governments commented on this gquestion.

Initiel minimum sum

62. The govermments of Afghanistan, Austria, Burma, Chile, Céylon, Czechoslovakla,
Feuador, Ethiopia, the Federal Republic of Germeny, Heiti, India, Iran, Israel,
Japan, the Republic of Korea, the Netherlandsi Saudl Arabia and Switzerland
consider that while the initial sum of $250 mlllion envisaged in the report of the
Committee of Nlne——/ would be desirable - or even necessary- the Special Fund
could be established and start operations with less than this sum, as has been
suggested by the Ad Hoc Group of Experts.éé/

The govermments of Chile, Ecuador, Ethiopia, the Federal Republic of Germany,
Iran, Japen and Switzerland express this view in genersl terms without irdicating
the lesser sum which they would envisage. The governments of the Netherlands
and of Seudi Arabia believe that the Fund should or could start cperations : .
with one fourth or one third of the proposed $250 millié¢n; the governments of
Afghanistan, Austria and Israel $150 million; ranges from $100 million to
$150 million and $200 million %o $250 million are indicated by the governments of
Ceylon and Burma and the Republic of Korea respectively. The Government of
Haitl indicates slso that contributions during the first year would probably
- not need to total more than $200 million.éé/ The Government of the Netherlands

34/ Report on a Special United Nebtlons Fund for Economic Development, document
E/2381, p.52, recommendation NG. 6

35/ Special United Nations Fund for Fconomic Develcpment, document A/2906,
paragraph 27.

éé/ The Government. of Haitl makes a distinction between esteblishment and

~ v gdminigtrative ccets end the operational budget: 1f "initial sun" is intended
to mean the capital set aside to meet the inltisl establishment costs and the
administrative expenses for the first two or three years, it is prcbable, on
the basis of relevant comparisons with the International Bank or the
International Monetary Fund, that five million dollars would be amply
sufficlent; after that period the Furd®s administrative expenses would be
covered by the interest and the commlssions collected on its operations.
With regard to the annual contributions for operational purposes, contributione
during the first year would probably not need to tobtal more than $200 million
according to this Government, since the Fund would probebly not be in a
position fo undertake extensive fineancing operations during the first year; {
if it is assumed that the United States contribution would be about one third
of the total, the utilizeble portion of this sum would probably not be more
than $100 million, the remainder cansisting of various local currencles which
would not be convertible or could not be utilized to pay for the operations
%0 be carried out.
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draws attention to the fact, already emphasized by the Ad Hoc Group of Experts,
that capital investments in the under-developed countries must necessarily be

slow in the initial phage. This Government therefore believes that the Special
Fund should be in a position to begin operations on an initial amount of $62:5:millicn
dollars, -i.e. one guarter of $250 million, as recommended by the Committee of

Wine. 37/

63. The governments of Bcuador and Japan which believe that the Speeial Fund
would not have to wait for the collection of the $250 million emphasize the

fact that if established on a more modest scale, the Fund would have to deal

only with the most urgent needs or with some important projects. The Government

of Ethiopia considers that it would suffice if & firm undertaking were given by
the contributing govermments to pay the money by instalments or as may be

otherwlse agreed,; without waiting for the whole sum to be collected; ‘operations
could begin as soon as a specified'amount; in the required currencies, to be
determined by the Executive Council, is collected.

64. Another group of governments - China, Colombia, Denmark, France and Pakistan -
agree with the initial amount of $250 million suggested by the Committee of Nine,
while Costa Rica, Cuba, Norway, Thailand, the United Kingdom and Yugoslavia

icsist on it as & minimum. The Government of Caneda considers that something

like $250 million, mostly in comvertible currencies, should be an immediate prospect
before an effective fund of the type now under cbnsideration should be set up.

The Government of Horwey envisages that this sum should be pledged for the first
two years, while in the view of the Government 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 Government of the United Kingdom states that it would not be
degirable for the Fund t0 begin operations until it were assured of substantial

resources, of not less than $250 million.

QI/ Repdrt on a Special United Hationg Fund for Economic Development, docunent
E/2381, page 52, recormendation 6
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65, The following govermments indicate higher sums for the initial capital

or operating fund: <¢he Government of Brazil belleves that, in order %o give
effectlive assistance to the under-develaped countries, the initial sum should
be at least $250 million in currency, plus the same emount in industrisl
machinery and eqpipﬁent. In the view of the Government of Cambodia, the Fund
might reasonably begin to operate with a capital of the order:of $500 million,
while the Government of Greece mentions $500 miliion. The Govermnment of ggggi
indicates that an initlal sum of one billion to two billion dollars would be
highly desirable but does not belicve that a commencement of operations should
be postponed for want of ldeally adequate resources. The Government of the
Republic of Viet-Nam, which envisages capital subscriptions by meﬁber?States,
suggests, that the initlal capltal should be in the order of one billion dollars.
66. The governménts of Cambodia, China, Cuba, Ethiopia, Ttaly and Switzerland
observe that in view of the lack of an adequate basis for ascerfaining the
requirements of the Speclal Fund, it is difficult to submit precise eStimates;éé/
the requirements of the Special Fund will 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 Fund should be such as to allow for
simultaneous intervention in several under-developed areas, in a sufficiently
large and rational measure to prove the Fund's concrete effectiveness within the
limits of the experimental period, which is foreseen as of five years.

67. The goveraments of Finland, Indonesia, Italy, New Zealand and Poland do

not specify any precise amount as the minimum required before the Special Fund

begins 1ts operations. The Government of New Zealand believes that, before the
Fund is established, there should be an assurance that there would eventually
be sufflcient resources et its disposal t6 enable the Fund to play an effective
part in assisting the development of under-developed countries. The Government
of Pinland is of the opinion that the Special Fund should start 1ts sctivities

as soon us the collected sum is deemed operational.

38/ One Government - Austria - states that it would like to obtain more details
with regard to the amount of an eventual Austrien contributlion and whether
later additiornael obligations would have to be teken into acecount.
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68. The governments of Indonesia and Foland consider that the gquestion of the

exact initisl amount should be secondary to the need for setting up the Specisl
Fund at an early date. The Government of Indonesia considers the comparatively
modest initial cperational fund of $250 million as proposed by the Committee of
Nine to be out of proportion to the present aggregate needs of the less-developed
countries; however, the Question regarding the exact initial amount should be
secondary to the uvrgency of the need for setting up the Special Fund. The
Government of Nepal does not believe that the commencement of operations should
be postponed for want of ideally adegquate rcsources. This Government stresses
the fact, however, that u demonstration of effectiveness in using an attainable
initia} sum might ﬁe 8 necessary means towards a progressive building up of the

Fund's regcurces.

Minlmum of participating countries

69. The following governments also take position on the questica of whether

there should ﬁe a minimum numbér of participahts and whether such participants

should include the major industrialized countries: the Government of Ethictpia

agrees with the nuriber of thirty countries suggested'by the Committee of Nine,
;#ﬁile the Goverament of Pakistan considers that the minimum could be twenty or
‘.thereabout- In the view of the Government of the Republic of Korea, the Special
Fund could begin to operate with & sum of between $200 and $250 million, provided -

that the moral and material support of the United Stetes of America is secured.

Similarly, the Government of Chile relies on the decisive participation of those
great States which, because of their resources and size will be called upon to

make the largest contributions, as the Fund will require ample resources in addition
to its initial capital to enable it to fulfil its role; it is only the co-operstion,
through the Speecial Fund, of all the Mombers of the United Nations, especially

those which are cconomically strong, which will meke it possible to achieve

higher standards of living in the under-developed countries. According %o the

Government of the Netherlands, the major contributors would be expected %o join

at a not too dlstant date. The Govermment of Poland is of the opinion that the

} Pund could start its operations even if at the beginning it has &t its disposal
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relatlvely smell funds provided that there exists a favourable inﬁérnational
situation reflected, inter alia, in the willingness of a large number of States

to participate in the Fundt!s operations, including those States which bear
particular responsibility for the maintenance of international peace and security.
In addition, a few countries meke similer comments in their views on the
establishment of a Specilsal Fund, In the viev of the Government of Greece, the
participation of the economically stronger countries, which are in a position

to provide the major part of the necessary funds, must be considered as a condition
of its establishmeﬁt.' The Govermment of the Federal Republic of Germeny is of

the opinion that the establishment of the proposed Fund should only be considered

provided the participation of the most important world trading countries- -
particularly the Unlted States of America, the United Kingdom and France - is
assured. The Government of Denmerk states that as soon as the mejor industrialized
countries have declared themselves ready to participate in the establishment

of the Fund, the Danish Government would be williﬁg to ask the Danish parlisment

for appropriation of a Danish contribution. The Governmenf of the Unifed Kingdom
coneiders that the membership of the Special Fund should embrace the bulk of

the members of the United Nations; it should include both the highly industrialized

naticns end those with less developed economies, and all should make a contribution.

Future contrlbutions and resources

'f0. The Governrents of Cambodia, China, Czechoslovakia, Denmark, France, Haiti,

India, Israel, Nepal, the Netherlands, Norway, Poland, Thailand, and Yugoslavia

emphasize the fact that regular replenishment or increase of the Fund!s resources

is a problem of at least the same order of importance,‘as that of the initial sun.
The Government of Cambodia states that the suggested initial sum of $500 million
should be increased later in the light of the experience acquired during the

early stages. According to the Govermment of Hailti, subsequent contributions

should be at least $500 million a year, of which only $250 million to $300 million
would be utilizable since a substantial part of the contributions would be in
non-utilizable local cﬁrrencies. The Government of Thailand suggests additional
yearly contributiohs of not less than'$150 million for the next five years after

the first. The Governments of Czechoslovakia, Norway, erd Polerd also emphasize the
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importance of securing long-term support and regular replenishment of the

Speecial Pund. Long-term support, in the view of the Govermment of Poland,

gpart from allowing for long-ferm planning of the Fund's cperations would slso
facilitate an early start sven Vith g relatively low initial capltal. The
Governments of France, India, and the Netherlands, on the other hand, consider
that in the long run, even $250 million would be insufficient to satisfy the needs
of under-developed countries and that a much greater amount will ultimately be
needed. In the view of the Government~ of India, the Fund should strive to

command much greater resources as it gathers experience and as its vital role

in promoting development in under-developed countries is demonstrated by
experience.

71. Additional resources should be fortheoming from an improvement in the
international economic and political situation according to the Govermment of
Yugoslavia, and from progress made in disarmament,ég/
of Afghanistan, COlombia,&g/ Czechoslovakia and Israel. TIn the view of the
Government of Afghenistan, additional sums could be provided to the Special Fund

according to the Qovernments

when agreement is reached on the problem of world-wide disarmament or when

new methods for the peaceful uses of atomic energy are 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 achieved in the field of disarmement and the prohibiltion
of atomic and hydrogen weapons; the resources set free by disarmament should
form a mejor part of the resources made svailsble to the Fund. The Government

of Israel, which conslders that the initial subscription ought to be made
independent of savings from disarmament, since the desire of developed countries
to assist the under-developed countries should express itself without regard to

political tensions, introduces two proposéls: on the one hend, assessment of

gg/ In thls connexion, a number of countries express the view that the
establishment of the Special Fund should he independent of the achievement
of dinternationally supervised disarmament. This point is discussed
in Section A on the views of goverrments with regard to the esteblishment
of a Special Fund.

4o/ 1In reply to guestion 2.
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contributions may well be tied in with armament expenditures;——/ cn the other

nend, as savings are made from disarmament, these should sutematicelly be

\

‘ sccompenied by a contribution to the Fund of, say, 20 per cent of each such
seving; such contributions to ba decreased annually on a gcale of cne percentage
point per annum so that the contribution from cach individual saving would
come to an end after a period of twenty'years. The Government of Yugoslaviagg/
drows attention to the solemn commitment made by'membef States in Cencral Assembly
‘regsolution 724 (VIII) to ask their people when sufficient progress has been made
in internationally superv1sed world-wide disarmament to devote a portion of the
savings aéhieved through such disarmament to an 1nternat10nal fund, within the
fromework of the United Nations, to assist development and reconstruction in

under-developed countries.

41/ See summery of rcplies to question 2, paragreph Lg.

42/ In reply to question 2.

o
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h. GOrants-in-aid and loans, their. terms and conditions

Forty~one govermments commented on this question.
T2. Replies as to whether the Speciel Fund should disburse its resources in
the form of grants-in-aid and/or loans fall into four groups. In the fifst place,
there are four Govermments, namely Cuba, Heiti, Iran and the Republic of Viet-Nem,
which believe that the Fund should extend only lcans to the under-developed

countries. The Goverrments of Burma, Cambodia, Canada, Ceylon, Chile, Ethiopia,

the Federal Republic of Germeny, India, Indonesia, the Republic of Korea, the

Nethérlands, and the United Kingdcm fall into a second group, which is of the

opinion that grants-in-zid should be the Fund's most imporient end usual‘method

of operation. A third group includes the Governments of Bragil, Czechoslovakia,

Fevador, Finland, Greece, Italy, Pakistan, Poland, and Saudi Arabia, which

recomzend thet the extension of loans should be the predeminant methed of
operaticn and that granits be given only in certain clrcumstances. A fourth group

of Govermments - thcse of Afghanistan, Austrié, Chirs, Colombia, Costa Rica,

Demmark, France, Israel, Japan, Libya, Nepal, New Zealand, Norwey, Switzerland,
Thailand, Yugoslavia - express the view that the Special Fund should be able to

extend both grénts-in-aid end loazns, depending on the circumsitances.

T5s According to the Govermment of Dermark, in deciding whefher and to what extent
the Special Fund should glve assistance in the form of grants, regard should be had
to the amount of initial capital and of capital later made available to it. In the
view of the Govermment of Japan, it may be necessary to establish a proper
properiion between grants-in-aid and lcens out of totel disbursements for the
purpose of mapping out annual progremmes or long-term projects. The Government of
Ecuador endorses the suggestion contained in the report of the Ad Hoc Group of
Experts,gé/ that one might establish separate accounts for funds to be used in
the form of loans on the one hand and for funds available for grants on the other
hand, with some flexibility between the two Lo provide for exceptional cases; Thae
initial fiked contributions - which according to the Goverrment of Ecuador would
be larger than any of the subsequent voluntary contributions'- could be used

excluslvely for loans thus facilitabing the replenishment of the Fund, while

43/ Special United Nations Fund for Feoncmic Development, document A/2906,
paragraph-32 in fine.
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voluntary periodical contributions would be used for grants-in-aid and for loans
repayable in local currencies of which the Fund's holdingg were excessive. The
Goverrment of Ecuador agrees with the view of the Ad ggg Group of Hxperts that
the establishment of a separate grents-in-ald fund and a separate loan fund would

not appear to ilntrecduce insuperable administrative or structural ccmplications.

Grants-in-ald

Th. The goverrments of Cambodia and the Wetherlands favour graute-in-ald mainly
because 1t is belleved thet they would better correspond to the needs of
under-developed countries. In the view of the Govermment of Cambodie it can be
categorically stated that there would be no reason for the Special Fund's
existence unlese it could extend grants-in-aidj the effect of confining its
activities to lending operations would merely be to add still another “benking"
organization for financing netional development programmes to the numerous similar

bodies already In existence or in course of being established. The Govermment of
the Netherlands similerly believes that for the filnancing of their econamic
infrastructure, the under-developed countries need in the first place grantgein-aid
serving to supplement other forms of financing. The Government of the Republic

of Kores stresses a distinet advantage for grants-in-aid as ccmpared with lcens:
administrative costs will be reduced as no negotiations concarning terms of
repayment ere required and no subsequent consultations or friction will arise.

The Govermment of Ceylon, simllarly believes that grents-in-aid will lave distinet
advantages such as gpeed in rendering help and easy administretion of funds.

T5. Regerding the determination of whether individual projecis shall receive
grants or leoans, the Govermments of Afghanigtan, China, Eeuador, Israel,

Wew Zealand and Thailend establish a distinctlon generally based on the self-
liguidaeting or unon self-liguidating rature of the projects. The Governments of
Cambodia, Colcmbia, France, Japen and Nepal indicate that both the economic
conditions of the particulsr country and the nature of the project iteelf shall
be taken into consideration. According to the Govermments of Israel and

Thailand, grants-in-aid should be given only for social development projects

where direct monetary returns cemmot be expected and long-term low-interest loans
where projects contemplated are selféliquidating. E In the view of the Government

—_—— \
h&/ The Qovernment of Thailland suggests that the receiving country should normelly
be required to provide at least 25 per cent of the amount received as grant.
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of Afghanistan the Special Fund should provide {a) grants-in-aid for public end
social service projects, (b) loans at favoursble condltions fbr Long-term projects
capeble of yielding early results and {c) loans and grants-in-aid for projects
guch as roads, cenals; dams, ete. The Government of'Nepal draws attention to

the fact thet there are projects, especially in a newly developing country,

which are important to economic growth but which may not meet the conditioms i1t
believes should be employed in order to quslify for a loan, (ebility to repay,
early and Bubstantial returns); vhen such projects ere judged to be sound, this
Government believeé that under suitable criteria grants-in-aid should be employed;
to finance productive projects like power, lrrigation and transport, grants-in-aid
wpuld be preferable in the under-developed countries, at least during the initial
stage; on the other hand, conecludes the Nepalese Govermment, long-term low-
interest loans should be employed when (a) the country in question has clearly
the ability to repay and (b) when the project receiving support is one which ﬁay
reagonably be exﬁected to yield an early and substantial return.

76. Those Governments which contend that grants-in-ald should be extended only
in exceptional clrcumstances lndicate the following cases where grants could be
given when & country's inabllity to repay a loan granted initially on favourable
terms has been demonstrated {Brazil); emergency cases such as natural disaster
(Poland). The Government of Czechoslovakla reccmmends thgt careful conslderation

be given to the circumstences leading to the exceptlonal provision of grants-in-aid.
The Govermment of Italy would limit grant agsistance to the creation of corporate
capitel and the exploration of natural resources. Moreover, according to this
Government, a quota would be assilgned to grants not exceeding one~third of the
Fund's cepital; there might however be a provision whereby grants assigned will

be autcmatically converted into loans if the operation will prove successful and/or
the general econcmic conditlons of the recipient country will at a given time

warrant it.

Combiration of grants and loans

T7« In the report of the Ad Hoe Group of Experts,%é/as quoted by the Government of
the Wetherlande, it wes suggeéfed that & grant from the Special Fund could be

45/ Special United Netions Fund for Economic Development, document A/29C6,
peragraph 31.
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combined with a loan frem the International Bank or some other lending agency; thus

& combination of a grant and & loan could produce the desired rate of interest

for the loan-grent transaction as & whole. The Governiments of Chile, Ethiopia,

Finlend, Israel and the Netherlands approve such combinations. In the view of the

Ethloplan Government, grants-in-aid should be integrated with reguler loans frcm
the International Bank Whefever possible. In the opinion of the Govermment of
Tsrael, & grant from the Special Fund could supplement a loan from the
International Bank under certain circumstances; the Bank may be able to lend
capltel funds at its usual terms if the risk is diminighed in view of the Fund's
grant. = The Govermment of Denmark more generally statesg that the Eund, In 1ts
cperations, should meintain close co-operation with the Bank. The Ketherlands
Government believes that cembinations of grants and loans are in themselves
logical and correct. Nevertheless, according to this Government, the resuld

must never be thet the Fund commits itself to matech so many Intermational Bank
loans with its grants as would compel the Fund to neglect its own task in fields
in which the Bank is not in a position to make loans. The Netherlands

Government remarks that the Special Fund's own task lies not only in the
comparaﬁivel& less developed, but also, if not particularly, in the least
‘developed countries. In the opinion of the Govermment of Finland, if grents-in-aid
are to be glven, these ought to be ccmbined as far as posgible with loans of the
Special Fund or other lending agencies. The Govermment of Czechoslovakia, for 1ts
part, feels that the linking of the loans of the Interngtional Bank with the
grants made by the Special Fund would not lead to accelerating economic

development, but would have a contrary effect, and might ultimately result in
postponing plamned programmes or in abandoning different programmes. Moreover, in
the view of this Govermment, such a poligy could only serve as & cover for the
activities of the International Renk which it believes to 'be not always to the
benefit of the econcmicelly under-developed countries. In the view of the
Government of Yugoalaviahé/in certaln though exceptional cases, the finencing of
the prpjects of development on the part of the Speciel Fund will teke place

parallel with financial'operations through ohe or more‘channels of international

46/ 1In reply to question 5.
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financing; but the carrying out of such transactiong ig within the exclusive

competence of governments.

Loans
78. In supporting the position that the Special Fund mey extend loans, the
Governments of China, Czechoslovakia, Ecuador, France, Libye, the Netherlands,

ew Zea;and, Seudi Arabis and Yugoslavia observe that such form of activity would

assure replenishment of the Fund's resources or at least reduce the need for new
resources. Other reasons for preferring lending operations are that contributions
to the Speclal Fund might be more easily cbtained if the money to be lent was
ultimately fepayed ~ thus making it unnecessary to call for the continual
replenishment of all the Fund's resources (Ecuador); the probability that
recipient countries will seek to draw on the Fund for projects of reasonably high
priority (Fakistan); the fact that grante-in-aild lower the prestige of receiving
countries (EEEEE’ EEEE)' The Goverrment of Haiti further observes that although
the prdjects to be financed by the Special Fund would not produce a direct and
immediste income covering iﬁterest charges and repayment of the debt, they should
ultimately result in en increase in the retional income end an improvement in the
balance of payments of-the recelving countries; if the projects submitted to the
Special Fund will not ultimetely have that effect, they do not deserve Lo be
financed by the Fund at gll. IFf, on the other hand, they hold oubt prospects

of thils constructive result, in the opinion of fhe Haitlan Govermment, there is
no reason why the beneficiary country should decline to repay the cepital on a
very long term besis (of say 25 to 100 years) and to pay a very moderate rate of
interest; furthermore, the practice of meking grants-in-aid is not calculated to
stimulate natlonal efforts to execute the projects on a sound econcmic basis. The
Government of Cuba similarly states that the terms of loans would be suificiently
liberal to be capable of belng fulfilled without great difficulty by countries in
the process of development under well planned programmes.

Long-tern, lcw—inﬁerest loans

T9. Long-term low-interest loans are favoured explipitly by the Governments of
Afghanisten, Brazil, Burma, Ceylon; Chile, Coloﬁbia,‘Costa Rica, Cuba,
Czechoslovakia, Greece, Haiti, Iran, Indonesis, Italy, Japan, Libya, Nepal,
Pakistan, Poland, Thailand, the Republic of Viet-Nem ard Yugoslavia. The
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Government of Colombie believes that, if loans are made at normal rates of
interest, many countries may be unable to use the new source OF financiai
agssistance provided by the Special Fund as their economies are unable to absorb
the capital obtained by means of loens on such terms. This Government adds that,
in the caée of the Special Fund, unlike other existing internationsl agencies,
participating States will not expect to recover their contributions but will he
pursuing a policy of econcmle assistence to the under-developed cquntries;
consequently, preference should be glven to very low-interest loans and granés-in-
ald. The Govermments of Chile, Haiti and Yugoslavia do not believe that low-
interest loans will lead to competition with the Internationel Bank. The projects
financed by the Bank and by the Special Fund are different in charscter (Ceylon
and Chile). The Specisl Fund will not finance projects which can be financed from
exlsting financiel institutions (Yugoslevia); therefore, its loan activity would
not eccnstitute unfair competitlon for commercial enterprises. In the view of the
Goverrment of Helti,. since the loans granted by the Special Fund would never be
issued on the public merket there would be no danger that the special conditions
of these loans would adversely affect the Bank's operations or would discourage
ordinary lenders. In the opinion of the Govermment of Burme, 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 guick meturing nor would they give high
returns initially. :

80. Three Govermments, those of Ethiopis, Libys and Yugoslavia, teke a

favourable stand on interest-free loans or include the possiblility of such loens.
The CGovernment of Iibys indicates that it has under consideration certeln projects
of a self-liguidating charecter (e.g. electric power plants end distribution
systemé) for which a non-interest bearing logn for a twenty-yeer period would be

a satisfactory method of fimancing. The Govermment of Ethiopla lists lnterest-free
loans repayable in thé original currency as the first form of loan-financing., 'The
Govermment of Yugoslavilie also includes in its proposed methods of dlsbursements
medium-term ag well as long-term loans free of interest.

81, The Governments of China, Ethicpla, India, Israel, the Netherlands,

New Zeslend, Norway end the United Kingdom oppose the principle of low-interest

losns, while the CQovermment of Demmsrk expresses the view that whether, and to
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what extent, the Fund should extend loans, which in scme way or other would
deviate from normal ccommercial lending terms, should depend on the experiences
gathered 1n the course of the Fund's operations. In the opinion of the
Goverument of the United‘Kingdcm, loens should be et the rate of interest and
for periods whicH would apply to ccmparable Intermational Bank lcans; any
derarture from generally accepted interest rates and pericds of repayment would
involve difficulties in determination of veriations from the norm, variations
which could not be justified by reference to any firm principle. The Government
of the Netherlands similarly holds the view that the Special Fund should 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 based on the
belief that on no account must & method of financing which is not & grant lose
the character of a lcan. In the opinion of the Govermment of Indie, since loans
are to be extended which will be repayable in local currencies and for fairly
long perlods, 1t 1s not necessary to offer concessionel rates of interest.
Longer~term loens are also favoured by the Govermment of New Zealand, at rates
ccmparable to those offered by the International Bank, and by the Goverrment of
Israel, ot normal rates of interest.

82. The Covermment of Ethiopia agrees that in addition to interest-free loans,
repayeble in the original currency, the Speclael Fund should also extend loecald
currency loans et normal rates of interest; these should be co-crdinatéd. to

the fullest extent possible with the rates of interest and scale of amortization
of the International Bank prevailing at the time when the loan is mede. For the
reasons glven by the President of the Internatiorsl Bankuzg the Ethiopian
Govermment supports thé principle that loans at low retes of interest, i.e., rates
lcwer than those which would be charged by the Bank or other lenders, should not
be granted. The Govermment of ggggg emphasizes the specific argument that if the
Special Fund makes only low-interest loans, 1t can only operate within the limits
allowed by its own rescurces; if, on the contrary, it is allowed to charge a
higher, that is the market or "normal", rate of interest,.then it can augment

its own resources by borrowing in the open market and re-lend the proceeds. |
According to this Qovernment, for a country in the process of development, the

availability of funds is often & more important congideration than the rate of

47/ Letter addressed to Mr. Reymond Scheyven, reproduced in document A/C.2/187
of 28 October 1955, pages 5 to T.
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interest, especially when that rate does not rise above the market level; 1t is
therefore the opinion of the Chinese Govermnment that the Special Fund should
refrain from committing iiself to chérging only low rates of interest.

B83. With respect to the terms of losus, the Govermments of (embodia, Ecuador,

Ethiopla, France, Israel, the Netherlands and Yugoslevia stress the need for

letitude 1n detérmining terms. According to the Govermments of Cambodia, Ecuador,
Ethiopie and Yugoslavia, the terms and conditions on which loans would be granted
would be determined with regard to the particular festures of each project -
technical amortization, degree of profitebility -~ as well as the general economic
conditions prevailing in the applicant country (Yugoalvaia).

Bh.- In the view of the Govermment of the Netherlands, ean lmportant regquirement

ls that, once conditions of a loan have been laid down, they should not be

altered subsequently, This latter view is shared by the Qovernmenﬁs of
Czechoslovakis, Ecuador, Ethiopie, Pakisten and the United Kingdom. ThelGovernment
of Czechoslovakila sdds, however, that provision should be made for the possibility

of deferring repayments in cases where an under-developed country finds itself

in economic dif{ficulties. The Government of Ethiopla also favours a provision that
borrowing States may have the right to epply to the Genersel Council of the Fund

for revision of the terms, should unforeseen conditions arise which meke the temms
of a loan too onerous. The Govermment of New Zealand similerly agrees that once
the terms of any lcan haeve been sgreed, they should not be subject to re-
negotistion; an exception may be made, however, in the case of loans where
repayment is to be made in other than local currencies. According to this
Govermment, it should be ﬁefmissible'for the Special Fund to egree, where

balence of payments difficulties are being encountered by the borrowlng country,
that local currency repeyment be mede, On the other hand, the Govermment of Burme
believes that maximum flexibility in the condition of loens is required, as
recommended by the Committee of Nine. ,

85. Details concerning the enviseged rates of intereét and terms of repayment, are
given by a few govermments: according to the Joverwment of <re. Rerublle of Viet-Nam
rates of interest should be not more then 2 per cent, according to the Govermment
of Thailand, not more than 3 per cent. The Government of Czechoslovekia indicates
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rates up tp 2 1/2 per cent, while according to the Govermment of Haiti interest

might be charged only after e few years at progressively increasing rates, See,
from 1/2 per cent to 2 per cemt. The terms of repayment could we of twenty years
or more (Thailand), from 20 years to 50 years - begloning from the fifth year
(the Republic of Viet-Nem), from 25 to 30 years (Iran) end from 25 to 100 years
(Eaiti).

Loans repayable in loecal currency

86. ThelGovernments of Burma, Chile, China, Colombia, Cuba, Czechoslovakia,
Ecuador, Ethiople, Haiti, Indle, Tndonesia, Israel, Itely, Japan, the Netherlands
New Zealend, Norway end Pakistan take a favourable attitude toward the proposal
of_the Ad Hoc QGroup of Experts for this novel form of financing.%g/ In the
comments of the Govermment of Ethiopia,-this is subject to the proviso that such

loans are granited at the same conditions as those of the International Bank. The
Govermments of Hailti, the Netherlands and Pakistan would agree to loans repayable
in local currencies only in specilal circumstances. The Government of Pakisten
suggests that the balance accumulated in loesl currencies on account of repayment
by 1bans'and interest should be convertible after an agreed period, which should
be of reasonable length. On the other hand, the Govermment of Thailand favours
payments both of interest and principal in the currency borrowed.

87. Among the advantages of loans repayable in local currency, the Government

of Colcmbia emphasizes the fact that repayment in such currency would not have
the disadvantage of increasing a country's external debt end imposing a further
gtrain op its balance of peayments. ILocal currency loans undoubtedly serve, in
thls CGoverument's opinion, as an incentive to savings and by creating the general
social and economic capltal essential for eccmomic development, such loans will
bring sbout an improvement in the foreign credlt position of under-deyeloped
countries. The Government of India is opposed to the Fund's meking loans
repayable in foreign currencies, even 1f they ere made at concessional rates,
because such lcans impair the creditworthiness of the countries receiving them

and entail an unnecessary overlapping of functlons with the International Bank.

48/ special United Netions Fund for Econcmic Development, document A/2906,
paragraph 32,
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fn the other kand, the Indian Govermment is not opposed to loans repayable in
local currency especilally when the countries concerned favour essistencs in this
forms Local currency loans should be given for fairly long periods; bub, in the
oplnion of this Govermment, it is not necessary to offer concessional raetes of
interest in the case of such loans. The Indiaen Govermment adds that the proceeds
of such loans (by way of amortizatidn and interest charges) may‘be re~lent, or
gilven as grants to the countries concerned, except to the extent that the repaying
countries agree to thelr use for assisting other countries; in case these
proceeds are utillzed for esslstance to other countries, the conditions regarding
convertibility, etc., must be the same as in the case of the contributions of
members to the Special Fund. TIn the view of the Qovermment of Israel, where
projects will be pelf-liquidating in domestic currencies only, e loan by the Fund
repayable in domestic currency would appear to be adequate for the purpose. The
Goverrment of Burma is impressed by the suggestion of the Ad Hec Group of Expertshﬁ/
as to the possibllity of inviting supplementary contributlons from assisted
governments in local currency in lieu of repayment of the lcans in local currency.
88, According to the Goverrment of China there is an econcmic argument against
loans repayable in local currenéies, nemely the posslbility that the funds so
loaned become frozen in the first borrdwing country and beccme unavailable to
other under-developed countries; to ensure that the capitael of the Special Fund
can be used for development purposes in one under-developed country after ancther,
it has to be preserved as far as possible in the form of a revolving fund in
convertible currencies. This objective can only be attained, according to this
Government, if loans by the Special Fund sre repaid in convertible currencies;
nevertheless, leans repayablé in local currencles could be applied under certaln
circumstences, namely, when a project is self-liquidating in a finencial sense
without directly or indirectly being productive of an adequate amount of forelgn
exchange. Furthermore, in the view of the Chlnese Goverrment, the borrowlng
country may suffer from acute balance of payments difficulties; in such a case,

the borrowlng country should be permitted the option either to pay the combined

b9/ TIbidem, paragraph 33. i



A/3134
E/2896
English
Page 59

amount of amortization and interest in local. currencies, or to pay the inEé?est
alone in local currencies, or to pay the interest end & percentoge of the
emortizations in local currencies.

89. The CGovernment of Czechoslovakia makes the suggestion that in edditien to

repeyment in local currencies, the negotiaticn of lcers should include lerg-term
plens of repayment in the form of products of the repaying country, thereby

furthering the development of internationsl trade.zg/

Other posgilble methods of disbursement

90, The Government of the Republic of Viet-Namél/ states that the Special Fund

would also guarantes loans mede by-individuals, governments or other inbternational

financing sgencies. The Government of Ecuador draws particular attention to the
possible metheds of operation outlined in paragraph 37 sub (b) and (d) of the

Ad Hoc Group of Experts’ reportzg/ which it finds thought-proveking and interesting;
these are the utilization of resources of the Speciml Fund for facilitating and
extending export credit guarantees and the use of the Fund's resources as a
.guasrantee fund in the issue of domestle public securitles within under-developed
countries for the flnancing of development programmes or projects. The Government
of Norway, on the other hend, considers the forme of assistance indicated in
parggraph 37 of the Experts' report to be less appropriate, in particular, proposal
(a) "the use of regources of the Special Fund for suﬁsidizing raetes of interest
peyable by under-developed countries in International Benk loans, or loans from
other sources of finence". It would be far better, in the view of this Government,
to eege the interest burden fcr thke countries by ccotiring lcera with egrents from
the Bpecial Fund in the rarner described in persgrerh. 31 cf the Experts' report. .
Concerning propesal (b) ™bhe utilization of resources of the Special Fund for
facilitating and extending export credit guarantees”, this being an artificial

Qg/ _Thie suggestion is repested in the reply to question 8.
51/ 1In reply to question 1.
gg/ Special Upited Netions Fund for Economlic Development, document A/2906, page 11.
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measure of ald for exports, the Norwegisn Government believes that such arrangements
way also entail less desivable long-term effects; if the Special Fund is to be
used for such ﬁurposes, i% should be so used on condition that the eredit

gusrantes is limited to & ressonable amount .,

QOther suggestions

91, Ancther suggestion relating to the utilization of the Fund's resources by
recelving countries is that of the Government of Braziléé/ under whiéh the
recelving country might be placed under the obligetion of using the funds granted
to it within a specified period, under penalty of losing the grant, so as to
avoid dislocation in the utilization of the Fund's resources.

————

53/ In reply to question 8.
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5. Relationships between the Speeial Fund, the United Natlons
ond the specianlized agencies 54/

g2. Thirﬁy-nine Governnents commented on this question.

In the views of the Govermments of Conada, France, Indie, Indonesia, Pekistan
and the Republlc of Viet-Nam the proposed Special Fund, vhen established, should be
set up 28 & speclalized agency, 1.e. as an independent zgency linked to the United
Nations in accordance with articles 57 and 63 of the Charter. The Government of
the Republic of Viet-Nan adds that the Fund should be on the same footing as the
other speciallzed agencies, such ag the FAQ, 110, IBRD, UNESCO, etc. Other
Governmenﬁs, nanely Afghanigtan, Chile, Czechoslovakia, New Zealand and Poland speak
of an independent or autonomous adninistraticn, organ, organization or body within
the framework of the United WNations or closely linked with it. Still other
Governnents - Brazil, Haiti, the Netherlonds and Seudi Arobia - when épeaking aof the
degree of co-operation with existing organizations, rention that the Special Fund
should be independent or that final decisions regarding its policy and operetions
should be taken by an independent body. The Govermment of Yugoslavia refers to the
reason indicated by the Cormittee of Nineéé/ why the Speclal Fund should be given
thelstatus‘of a peparate special institution, naﬁely the desirability of universal
participation in it; the use of governing bodies of the International Bank or the
International-Monetary,Fund, or of the General Assenbly or Econonle and Socisl
Couneil would fail to satisfy this vital reguirement. Other Governments which
indicate that the Fund should have an independent statugs within the framework of
the United Nations are Austria, Ceylon, Italy, Switzerland and Thailand. The
Governnents of Burpa, China, Colorbia, Denmark, Ecuador, Fthiopia, Japen, the
Republic of Korea, Norway and the United Kingdon refer to the reccrmendations

of the Ad Hee Group of Experts which envisages o separate adninistration within
the frarework of the United Wations. The Governments of Greece, Israel, Pokistan
and Yugoslavia are of the opinicn that the United Notions should exercise general

supervision or direct control (Greece, Yugoslavia) over the activities of the

2&/ Formal relationships which are reflected in the structure of the Special Fund
(representation of other bodies in the Fund's organs, ete.) or in the procedures
for the appraisal of projects are sumarized in sections 6 and 7 below.

22/ Report on a Special United Nations Fund for Economic Developnment,
docunient E/2581, paragrapn 152.




A/313h
E/28096
English
Page 62

Speciol Fund. BSuch supervision would be exercised through the Econonic. and Social
Council (Japen, Pakistan)., According to the Government of Italy, the task of
directing the Fund's policy should be entrusted to the Economic and Social Council.
According to the CGovermment of Yugoslavia, the corpetence of the General Assernbly,

the Econorlic and Social Couneil end other organs of the United Nations with_respect

to the Special Fund would be precisely defined in the Statute of the Fund which

wouid be confirmed by the CGeneral Assémbly; the Special Fund ghould subnit an ennual
report on 1ts activities to the Economic and Social Couneil which would forward it,
together with its own observations, to the General Asserbly for further consideration.
In the view of the Government of Norway, the Fund should be pert of the Uhited Wationg

pachinery for assistance to under-developed countries.

The Special Fund as pert of the United Nations Secretariat

93. Two Govermnments, those of France and Israel, suggest that the proposed Special
Fund could be part of the Secretariat of the United Nations, at least in the
beginning (France). According to the French Government the Fund could at first be
adninistered by the United Wations; however, should the Fund's resources increase -
and with then its role and importance « it would be necessery to envisage the
establishment of a specialized agency, iﬁdependent of the United Nations, with its
own deliberative and adminigtrative orgens, but linked to the United Nations under
a speclalized agency agreement. According to the Govermment’ of Israel, in order
to avoid the undesirable extension of intermational buresucracy and to reke the
best possible use of existing resources, it would appear desirable to establish

the Fund as & special unit within the United Nations Secretariat; a large degree

of independence of operations and of economic and financial thinking would, however,
have to be safeguarded. 1In the view of the Govermment of Israel, the Technical
Assistance Administration or the Regional Econcmic Cormissions are the best
exanples for the rort of relationship to the United Nations Secretariat which is
envisaged.

Relationships with other agencies or administrations

9k. Close relationship, co-operation or 11aison with United Hations administratlons
and the specialized agencies is specifically recormended by the rollowing
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Governments' 56/ Afghanigtan, Austria, Burma, Brazil, Carbodia, Canada, Ceylon,
Chile, Colombia, Costa Rica, Czechoslovakia, Denrark, Ecuador, Ethiocpia, Finland,
France, the Federal Republic of Germeny, Greece, Halti, India, Indonesia, Iran,
Israel, Ttely, Japan, the Republic of Korea, the Netherlands, New Zealand, Pakistan,
Poland, Saudl Arebie, Switzerland, Thailand and the United Kingdon. Some of these
Governrients glve particuler reasons why close co-operation with other United Nations
egencles is degirable. The Governmeﬁfs of Canada, Ceylon, Japan, Switzerland and
Thailond mﬁke the general point thet co-operation is necessery in order that the
Fund's nachinery nay work without any duplication of the functions of existing
organizations. In the view of the Govermment of Japan, this is of particular
welght when the Specisl Fund asks for contributions from Governments who have
already paid large contributions to the United Nations and its various agenciles

and their prograrmes. Other Govermments stress the advantages which could be
gained fron proper co-ofdination; firset of all, fuller and better use of technigal
agslstance could be nede. The Government of Cambodia insists particularly on this
point; in its view the Special Fund should act aé an eqpipment'fund to support the
action taken by the specialized agencies. For exampie, according to this Governnent,
1f FAO technical assistance was requested for planning and estebliebing a stock-
breeding centre, the 8pecial Fund could finance the investnents which would be
needed to bring the centre into being; such joint action (technical assistance by

a specinlized agency, with parallel support in the form of the financial assistance
necessary for the complete realization of the project) would be the nore useful at
the present time since there seens to be a tendency for some nations glving direct
aid to roke their financial assistance conditional upon provision of the
eorresponding technical assistance (& procedure which would in the long run nake

§§/ Such co-ordination is also endorsed by those Governments which accept the
formulae for co-ordination suggested by the Ad Hoe Group of Experts, especially
the proposal for e Joint Cormittee composed of the Director-General of the
Special Fund, the Secretary-General of the United Nations and the President
of the Interﬁational Bank (China and Norway). Other Govermments recormend
. close co-operation with regard to the appraisal of projects (Republlc of Viet-Nan
and Yugoslavia) {see sections 6 and 7 below).
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it very difficult for the under-developed countries to obtain technical assistance
from the speeislized agencies). The Governments of Chile, Israel, Italy and the
Netherlands sinllarly insist on a strong link with technieanl assistance. Ihe
Governrent of Chile indicates that the work of technical assistance experts in
sore cases falled to produce the desired results because the neasures praposed
required prelininary infrastructure investnents. The Govermnment of Afghonistan
observes thot the Fund could learn about the financial needs of the development

projects of the countries from the specialized dgencies‘ experts, and provide

Financlal assistanee for such projects. In the view of the Governnent of Italy,

the Fund should integraite the operctionsg of the International Bank bylgranting
long-tern loans and the operntions of the technical assistance authorities by
providing further cssistance in o nore ariple and concentrated reasure in each
specific orea. The CGovermment of Austris stresses the tining elerent of different
forns of assistonce; it night be possible, for instance, that assistance is rendered
to an under-developed country by the Special Fuﬁd in the beginning in order té
rrepore successive help by the Internotional Bank. A nunber of Govermments -
Afghanigtan, Ceylon, Chile, Indonesic, Jopan and the Netherlands - also point at

the benefits which could be derived by taking adventage of the knowledge, inforration,

experience ond assistance of cthrer tcdies, or of pooling the experience of

different international agencies (India).

95. The agencles and adnlnistrations with which CGovermnents recornend co-operatlion,
corprise the Intermational Bank for Reconstruction and Developrent, the International
Firance Corporation, the Internmctional Monetory Fund, the Technicel Assistonce Boord,
the United Natlons Scereteriat, its Techniecal Assistance Administratlon, the Reglonal
Econonic Commission; the Food and Agriculture Organizotion, the World Heaith
Organization, the International Lebour Orgonisation, the United Wations Educational,
Selentific and Cultural Organization.' All of the Govermments llsted in the

preceding paragraph rention the gpecialized agencies'in general as well as the

following ogencies or bodies in particular:

(2) the IERD, IFC, and IMF

96. Particular nention of the need for co-operation with the International Bank 1s
nade by the Govermments of Afghanisten, Austria, Canada; Chile, Czechoglovekia,

i
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Dernark, Ecuador, Ethiopis, Finland, Haiti, 'India, Israel, Ttaly, the Republic of
Korea, the Netherlands and the United Kingdom, The‘Gavernment of Ttaly, aos already
nentlioned, recornends integration of the Bank's activities by granting long-tern
10ans.§l/ ‘According to the Government of Israel, the closest possible co-operation
should be rointained with the technical gexrvices cf the Bank; its knowledge of the
econonic structure of developing countries znd its vast experience in evaluating
econcnic ard financial conditions should be drawn upon. Sinilerly, the Goﬁernment
‘of the Netherlands believes that félations with the Intefnational Bank sghcould be
such that the unique Information gothered by the latter institution on the econcoy
of the under-developed countries in general, ard on;the problens and the technigue
of finencing in particular, can He fully drown upon. The International Finance
Corporation 1s mentioned by the Governrents of Afghanigtan, Austria and Italy, the
International Monetary Fund by Augtria, Chile, Haiti, Indio and the Republic of

Korea.

(b) other specialized agencies

97. The:Food and Agriculture Organization is nentloned by the Govermnents of
Cambodia; Cclombia, Czechoslovakla, Greece, Haitl, India, Israel and the Republic
of Korea-ég/ The exarple of joint action between the Special Fund and FAO given
by the Govermnent of Caoribodia, hes already been referred to above. The Government
of Israel 1s of the opinion that the FAQ, even more‘than other organizations,
will havé to play an inportant part of the Fund's operations since the developnent
and modernization of the agricultural structure of under-developed countries may
well be found to be one of the principal concerns of those responsible for neking
the best use of avalleble finanecial rescurces. The World Health Crganizeticn is
mentioned by the Govermrents of Colorbia and Haiti; UNESCO, by the Governments of

Haiti and Czéchoslovakia; ILO, by Hoiti ard Italy. The (overment of Italy

57/ See also Section 4, paragraph 77, "corbination of losns and grants".
58/

In reply to question 8.
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recorrends colleboration with the ILO towards the solutioﬁ of specific problems that
cannct be undertaken by other institutions and orgenlzations, such as, for instance:

enigration, population shifts, tentative localizetion of industries, ete.

(¢) the U.N. technical asslstance authorities

98. As already indicated, a strong link with technical assistance is recormended

by & nusber of Governments. Particular nention bf the Technical Assistance Board

or the Technical Assistance Adninigtration is made by the Governments of Afghanistan,
Augtria, Cerbodia, Canada, Chile, Cclorbia, Czechoslovakis, Denmark, Haiti, India,
Israel, Ttaly, Japan, the Netherlands and the United Kingdon. The Governnent of
Israel considers the TAB %o be the body with whose operations the activities of

the Speeisl Fund should bhe riost clbsely linked; the Expanded Prograrme of Technical

Assistance is mainly concerned with giving expert advice to developing countries and

it is therefore considered to be the natural cooplement to development investoents

or grants.

(4) +the United Nations Secretariat and the Regionsl Econcmic Cormissions

99. Relationship or co-operation with the United Nations Secretariat is referred
to gpecifically by the Governments of France, Indla and Israsel. To these one nay

also add the following Govermrments which recormend co-operation with the United
Nations or the use by the Fund of the technical services of the United Nations: _
Brazil, Burpa, Carbodia, Ceylon, Chile, China, Colcombia, Ciechoslovakia, Ecuador,
Ethiopia, Halti, Iran, Italy, Japan, the Netherlands, New Zealand, Pakistan, Poland,
Switzerland, Thailand, the United Kingdon and Yugoslavia. The Govermrient of Cuba
recommends‘that the Special Fund should maintain relafiona with cther international
organizations exclusively through the Secretariat of the United Nations.

100. As regards the Regional Econcnmic Cormissions, the Govermment of Colorbia
suggests that in the case of regional projects the Spee¢ial Fund weuld make use cf the
assisgtance and reports of the regilonal cormissions concernmed. The Government of
Italy etiributes to the regional cormissions the seme role ms that supgested bY

the ILO, nanely to aspist in the solution of specific problems that cannot be
undertaken by other organiﬁations (see above, paragreph 6 in fine). The Government
of Japan recormends thet {the Special Fund keep close contact with the regional

cormissions. These are also mentioned by the Governrents of Burra, Chile and India.
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Degree and Torms of co-operation with other apgencies

101. As regards the degree of relationship or co-ordination between the proposed
Special Fund and the other agencies, tﬁé Government of Poland, for its part believes
that none of the specialized agencles should occupy & privileged position vis-a-vis
the Bpecial Fund. TIn the view of the (overmment of-Pakistan,the degree of
co-operation with the specislized agenciles should be the same as that which exists
between the specialized agencies and the United Nations. According to the Government
of Yugoslavla, the specinl character of the operations of the Fund excludes the
poseibility that the Fund could be linked with or evep incorporated into one of

the existing internmational finencial institutions in any speclal orgaenizational
sense. Other Goverrnents erphasize the necessity of maintaining the independent
character of the Special Fund within arrangements for éo-operation, ag the Fund
would have its own special functions which differ fron those of any other

organizetion (Brazil, Chile, Czechoslovakia, Ecuador, Haiti, the Wetherlands).

In the view of these CGovermrerts the Fund should not be subordinated to any of

the agencies with which it is to co-operate. According to the Govermment of the
Netherlands, the relationships with the technical assistance prograrre, the
specialized agencies, and the International Bank, nust not prevent the Special Fund
fron leading an independent existence; the Fund will be responsible for its own
activities. It will have, according to this CGovermment, a function of its own,
taking into consideration all the interests concerned; the International Benk observes
priuarily corrercial standards; the Speciel Furd will have to take political and
psychologleal factors into account, which do not necessarily influence the
acti#ities<of other orgenizetions. Although there should be close co-operation
between the Special Fund and the International Bank, the Netherlands Governnent
suggests that care should be taken to avoid the exertion of a dominating influsnce
by the Bank oun the policy to be pursued by the Special Fund; the decision cn the
inplepentation of financial assistance projects will naturally have to rest with
the policy-making body of the Fund. The Govermment of Czechoglovakia believes

that vhile the Special Furd will operate in close contact with the Technleal
Asgistance Board and with specialized agencies, it should in nc way be bound

or subordinate to these institutions; this applies in particular to the
International Bank which is baged on entirely different principles and whose
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operaetions are not infrequently governed by nmotives of profit. The Government of
Burma doubts the wiedom of tying up the Special Fund to the International Bank oo
closely, sihce the criteria the Bank uées in selecting projects for financing would
seen to be somevwhat different; in fact, it is this difference which has given rise,
at least In part, to the demand for the establishment of the Special Fund. For the
Governnent of Israel, whieh favours establishnment of the Special Fund as a separate
unit of the United Nations Secretariat, it remains inperative, however, to safeguard
a large independence of operations and of both econonie and financial thinking.

This can only be done if the Speciel Fund hes an independent group of highly
qualified officlals of itg own; with regard to the Internetional Bank, in view

of the fact that the standards for loans observed by the Bank are based on strictly
cormercial considerations, the Govermment of Israel feels that stress should be laid
upon full Independence of decisilons fron direct influence of this body. While
naking use of the facilities available within the United Nations Secretariat, the
Interrationel Bank and the specialized agencies, it is the opinion of this Govermment
thet the Fund should be entitled to drew its own conciusions, to initiate its own
operations and to interpret in its own fashlon the advice obtainable fron other
sources. The Government of Norwayég/ adds, to its endorsement of co-operation, that
with regard to the role of the International Bank, it should be borne in nind that
there are certain countries which are not rerbers of the Benk, but which might be
wllling to support the Fund; in deference to these countries, thought should be
given to whether it would be advisable for the Bank %o play such & large part in

the Fund's operations as is Indlcated in the report to the Ad Hoe Group of Experts.
102. The forms of co-operation mentioned by Governnents are: exchange J6f information,
functional co-ordination through representation of other agencies in orgens of the
Speciel Fundég/ (in this respect, the Covernment of Ecuador considers the suggestlons
of the Ad Hoc Group of Experts as sufficient, while the Covermment of Ethiople
considers then to be admirably comstructed), drewing upon the experience and
“technical services of other agencies and co-operation In the appraisal of projects.

59/ 1In reply to gquestion 7.
60/ See Bection 6 below.




A/313h
E/2896
English
Page 69

In the viéw of the Government of Israel, expert advice should be obtained fron those
specialized agenciecs which are inplementing technicsl assistance projectu in
cOuntries;asking for assistance fron the Special Fund; experts of such ageucies ray
Le fourd to be the most cppropriate agents for assisting in the implerentaticn of
projects under the terms of reference of the Special Fund. The CGovernments of China,
Brazil, Haiti, India, Tsracl, the Hetherlands and Saudl Arabile specifically state
that the Special Fund should draw on the technical services and staff of the United
Nations and the specialized agencies, or should co-operate technically with then.
Aecording to the Government of the Netherlands, frequent appeals will haﬁe to be

rmade to the International Bank, both concerning the decislons regarding a particular

project and ir relatiorn to adninistration and execution; with respsct to the
adpiristration and execution of projects, the Special Fund should be in a position
to issue directives to the international organizations involved. The Governrent of
Frarce suggests that the Fund should Ee able to conclude co-operabive agreerents with
the specializeéd agencies ard competent organizations for the provision of aid and
technical assistance to under-developed countries. In the view of the Govermnent
of Colombie, the specialized dgencles should be consulted and should take an active
part in the discussion and exaninations of projects in fields with which they are
cciicernsed. The Govermment of EEE}X proposes that a systen should be geft up to
provide each ingtitution with information on the activities of the others;
avallability of pre-oxigbing studies, projects,'etc. would help avoiding dispersion

of unbalance in the distribution of the nmeans of assishance.

Other suggestions

103, With a view to facilitating co-operation with the United Nations bodies, the
Govermnents of Norway and the Netherlands recormend that the Special Fund's

Adniinistration be situated in New York.
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6. Structure of the Speciel Fund

Forty CGovernments commented on thls guestion.

Geperal principles

104, Relabtively few Governments comment regarding general principles which might
govern the structure and administration of the proposed Special Fund. Most
Governments address themselves rather to specific metters relating to the structure
of the Fund, as summarized below. Those Governments which deel with general
principles stress three, namely: <the principle of universality and equality of
megber natlons, avoidance of a mnew bureaucracy,sl and flexibllity in
edministration. The principle of universality end of equael representation of member
naﬁionség/ is mentioned by the Governments of Czechoslovakia, the Republic of Kores

and Chile (equal representation). The Czechoslovak Government holds that the
Special Fund, its orgenizaticn end structure, should in every réspeat be governed
by the principles of the United Nations, i.e., first and foremost, by the principle
of universality and of the absolute equality of all countries, large or small,
irrespective of the amount of their comtributior, of whether they are recipients

or contributors. In the view of this Government, these principles should apply in
all the organs-of the Pund and zalso to the vote therein, According to the
Government of fugoslavia, decisions both in the Gemeral Council and in the
Executive 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 Nations, could .
also become & member of the Fund, The Government of Switzerland states as a general
principle that all countries which are members of the Fund, whether or not they
are members of the United Nations, should have the oppoertunity of participating in

turn in its administration., - The Government of Saudi Aragbis holds that & higher

percentage of representatives of the under-developed countries inm the structure of
the Special Fund will be very desireble. In the view of the Government of |

Saudi Arabla, exlisting organs in the United Natlons dealing with financing economic
-development in the under-developed countries lack the representative voice of

61/ See paragraph 120 below.
62/ See also "Representation on the Executive Board" paregrapn 110 below.
o= ’ _
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recipient countries, a fact which has teen subject to criticism in many sessions of
United Nations organs. The Government of Nepal, similarly states that interests
and viewpoints of countries receiving aid from the Special Fund, including nations
in the earlier stages of economic development, should be sppropriately represented
at each policy-making level, The Covernments of Cembodis and ygggg—é stress the
principle of meximum flexibility in administration and operations in order that

full account may be taken of the wide variety of local needs and conditions.

General structure of the Fund

105. The Governments of Chile, China, Denmark, Fcuador, Ethiopia, Iran, Israel,
Italy, the Republic of Korea, the Netherlands, New Zealand, Noxway, Switzerland,
Thailend and the United Kingdom express general agreement with the proposals
contained in the report of the Ad Hoc Group of Experts headed by Mr. Scheyven,
regarding the structure of the Special Fund.éi/ Under these proposals, the organs
of the Fund would conslet of a General Council, an Executive Board, a Director-

(Jeneral, a Joint Advisory Committee and a Staff. Implicit approvai is expressed in

the suggestions made by the Governments of Austris, Burwa, Haiti, India, Indonesia,
Japan and Yugoslavia. OCn the other hand, the Governments of Afghanlstan and
Pakistan epprove thg structure recommended by the Committee of Nine—é which differs
from the report of the Ad Hoc Group of Experts mainly in that it does not provide

for the creation of a Joint Commibttee. The CGovermments of Canada, Colombia,

Czechoslovakia, France and Poland suggest structures along the lines of that
propbsed by the Committee of Nine. As for the Government of the Republic of Viet-
Nam, according to which the Special Fund should e an internatlonal bank for
economic development, all the Fund's powers should be vested in a Council of
Governors, consisting of one Governor and one alternate for each State member; the

Governors would delegate the majority of their powers to the Fund's Executive

Board which should meet once a month and whenever necessary. The Governwent of
Cambcdia, on the other hand, holds that in additien %o the Executive Board and to
the Executive Steff there should be a Board of Management composed of
representatives of the specialized agencies.

63/ In reply to questicn 8.
64/ Srecial United Nations Fund for Economic Develcrment, document A/29C6,

chapter Vi,

65/ Report on a Speclal United Wetions Fund for Economic Development, document
AR 7
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1C6. As already noted in Section 5, the Governments of France and of Israel suggest
that the Special Fund be adminisiered by the United Nations Secretariat, at least in
the initial stage (Frence). Under the proposal of the French Government, the
Director-General. of the Fund would be gppointed by the Secretary-General of the
United Wetions. According to the Government of Israel, the status of the Fund

could be along the 1lines of the Technical Assistance haministration or of the

™

Regional Feonomlce Commissions.

The General Counecil

107. The sbove Governments, which epprove the suggestions of the earlier groups of
experts or vhich propose similar structures, agree that there should be a General
Copncil or plensry meeting of member States to meet once a year, which would
determine the Fund's general policy and programmes; recelve reports on the policies
followed during the previous year, approve the Fund's budget, elect the Executive

Board and the Director-General (Czechoslovekiz) and amend the Fund's statutes as

required. The Government of Canada suggests that the danger of unduly increasing
the sessions of the general meeting must be kept in mind at this point. The
Government of Chile moreover considers it essential that representatives of the
Secretary-General of the United Nations, the International Bank, the International
Monetary Fund, and the Technical. 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 Intermational Bahk.éé/ In its view, the different
opjectives of the two bodies call for different representation. A similar view is

expressed by the Govermments of China and Teracl. On the contrary, the Governments

of Burms, explicitly, and the United Kingdbm, implicitly, favour the vroposal that

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

The Executive Board

108. There is a similer general acceptance as to the establishment of an Executive

Board whose tasks it would be to approve operations (Cambodia), to carry out

66/ Special United Wetions Pund for Economic Development, document A/2906,
paragraph 50.
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programees, for consldering loans and grents and deciding the terms cn which they are
to be made (Colombia)}, to be responsible for the Fund's day-to-day administration
(Haiti, United King@om), elect the Director-General and supervise the fulfilment of

his terms of reference (Haiti), to carry out the policies laid down by the General
Council and to exercise such powers as are delegated to it by the Council,
particularly in regard to taking decisions as to the use of the Fund's resources
(India), to decide on the operations of the Fund in between the sessioms of the
General Council (Yugoslavia) and %o decide in all questions pertaining to the
financial operatlons of the Fund (Colombia and Yugoslavia).

Membershin of the Executive Board

109, The meximum membefship of twelve suggested for the Executive Board would
appear at first sight to be insufficient to the Govermment of Chile, if it is
desired to apply the principle of equitable geographical distribution and to ensure
~the represéntation of States in accordance with their special characteristics and
their needs and interests. The Chilean Government therefore suggests that
consideration might be gliven to a formula under which this figure would be increased
by means of }otating representation on & regional basis. Other Governuments
expressing concern on adequate or equitable geographical répresentation are Colombia,

France, Japen, Poland and Yugoslavia. The Government of Colcmbila believes that in

view of the considerable increase in the membership of the United Nations, the
Executive Board should have the same number of wembers as the Economic and Social
Council, The Goverqment of India similarly states that in order to provide adequate
representation for all countries in keeping with the need for continuity in its
composition, the Executive Board should have eighteen members. The Government of
Burms favours a Board of fourteen to elghteen members while the Government of
Indonesia suggests twenty-one members., Cn the other hend, the Govermment of Israel
suggests that the Board should represent approximately one-third of the total
membership of the Fund and would propose that only a minimum of nine members be
established with the meximum to be determined by the total number of members of the
Fund, In the view of the Government of Japan, it would nct be proper to restrict
the totael number of the Board members to about ten, while tie Governments of

Ethiopia and Iran agree with a merbership of twelve. According to the Government of
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Halti, the Board would comprise four or five rvepresentatives of the Technical
Assistance Board, the Internatiomal Bank, the International Monetary Fund, WHO,
110, FAO and UNESCO. Regarding the designation of the members of the Board, it
would sppear ffom the acceptance of earlier suggestions that most CGovermments agree
that they should be elected by the General Council, with the exception of the
Government of Cambodia which suzgests that they be elected by the General Assembly
of the United Netlons and of the Government of Indonesié, which suggests that they
be elected by the same procedure and under the same conslderatlons as applicable
to elections for membership in the Economic and Soclal Council. Menbers of the
Board, in the view of the Government of Yugoslavia, would be elected on arcountry
and not on a personal basls; the elected countries themselves would appoint their
respective directors, taking into consideration the need for high professional
qualifications. |

Representation on the Executive Board

110. The Governments of Burma, Canada, Denmark, Ethicpia, Nepal, the Netherlands,

New Zealand and Thallend favour equal - or roughiy equal (India) - representation

of the mejor contributors, on the one hend, and of other members of the Fund, on

~ the other hand., The Government of Denmark would, however, also be prepared to
accept a preponderant influence of the major contributors in the Executive Board if
this would facllitate the establishment of the Special Fund, The Government of

New Zealand considers that decisions of the Board should be taken by two-thirds
majority vote. It is the view of the Govermment of Canada that the proposéd

Board, consisting of major contributors aﬁd other members of the Fund, should be
elected on the basis that could ensure, inter alia, the necessary continuity of
financial support. The Govermments of Brazil, Colombia and Yugoslavia are in favour
of equitable or proporiionate representatlon of both the developed and under-

developed countries. The Govermment of Chile concurs in the view that consilderation

should be given to arrangements %o ensure the continuing representation on the
Executive Board of the major contributing countries, but this must be attained
without prejudice to the principle of equality of representation. The Goverﬁment
of Pakistan states that it is importanf that representation on the!Executive Board
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should not be on the basis of an equal representation of the two groups of members
although 1t is necessary that there should be an assurance of the representation of
the more important developed counmbries. Egual voting rights in the Execublve Board

are expressly favoured by the Governments of Ceylon, Ethiopia, India, Indoneéia,

the Netherlands and Yusoslavia (see also parsgraph 104 above). The Government of

Chile does not consider 1t desirable to adopt a voting system which gives special

responsibility to certain countries.

Re-clection of mepbers of the Executive Board

111l. 1In the view of the Govermment of Colombis, members should be elected every
two years and should be eliglble for re-election. According to the Govermment of
Ecuador, however, some limltation 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 policy, provision might be made for the periodical
replacement of part of the Board's membership or eligibility for re-~election might
be limited to only one additional term of office. In the view of the Government of
Indis, one-third of the members should be retiring every year with provision for

re-eligiblility of retiring members.

Chairmen of the Executive Board

112. The Government of Haiti suggests that the Executive Board be presided over by
the Chairman of the Technlcal Assistance Board or by the President of the Economic
snd Social Council., According to the Government of India, the Director-@eneral
should be the Chalrmen of the Board, with the power of a casting vote in the event
of a tie.

Meetings of the Executive Board

113. 1In the opinion of the Government of Indis, it is not necessary that the
Executive Board be in session all the year round; periodic meetings, say once every
three months, should be sufficient iﬁ view of the fact that the Special Fund‘s
assistance 1s intended mainly for long-term programmes of development with a
reasonable degree of confinuity in its assistance. COnce the decisions as to the

use of the Fund's rescurces are taken, it 1s the view of this Government that the
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day-to-day operations of the Fund mev be left in the hands of the Director-General
who can report to the Board regularly on the utilization of the aid sanctioned and.
on the processing of the applications received for assistance. The Government of
Carada is of the opinion that it must be kept in mind that there is always the

danger of unduly increasing the sessicns of the Board.

Representation of other agencics on the Executive Board

11h. A number of countries comment on the need for representatives of the United
Wations and the specialized agencles to abttend meetings of the Executive Board, as
well as of the General Council. In the view of the Governments of Ceylom, Chile

and Colombia, representatives of the Secretary-General of the United Natlons, the

President of the Iaternaticnal Bank, the Menaging Director of the International
Monetary Fund, and the Executive Chairman of the Technical Assistance Board should
attend meetingsfof the Executive Board of the Special Fund. In addition, the
Government of Chile agrees that the Execubive Beoard should be émpowered o invite
other specialiged agencies of the United Nations to send representatives to any
meetings at which questions falling within their field of interest are to be
discussed. The Qovermment of Israel would add the Foed and Agriculture Crganization
to the sbove list of organizaticns invited to atbend all meetings of the Board,
while the Govermment of Haiti would expand the list of repfesented agencies to
include the Intefnational Labour Organisation, the VWorld Health Organization, and
the United Netions Educational, Scientific and Cultural Organization. According to
the Governmert of the Republic of Korea, the voice of the Focd and Agriculture
Organization should be as fully heard in the Fund's deliterations as that of the

Technical Assistance Board.67 The Govermment of Czechoslovakia, on the contrary,

cannot copcur in representatives of the Internationsl Banl and the International
Monetary Fund being entitled to take part in the Board's deliberations. In its
view, close co-operation between the Director-General of the Fund and a
representative of‘the Secretary-General of the United Nations will suffice to meet
the requirements of co-ordinating the Fund'!s activities with those of the other
specialized agencies.

-

67/ TIn reply to question 8.
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The Joint Committee

115. The proposal to establish a Joint or Liaison Committee composed of the

Director-General of the Special Fund, the Secretary-General of the United Nations

and the President of the Internatiomal Bank or thelr represembatives with the

essential function to edvise the Director-General in the formulation of the Fund's

programue of work§§/ is supported by those Governments which prefer the structure

recomge?ded by the Ad Hoe Group of Experts to that recommended by the Committee of
9/ =

Hine. According to the Government of Indonesia, this Committee would meet at the
request of the Director-General of the Fund. The Government of Poland similarly
suggests that one could foresee the creation of a consultative body with fhe
perticipation of représentatives of the United Nations Sec:étariat, the Technical
Assigtance Board and the specialized agencies. The Government of Cambodia recormends
the setting up of a Board of Management consisting of representatives of the .
speclalized agencies which would co-ordinate progremmes and make proposals of
operations for the approval of the Executive Board. The Government of Japan suggests
that the Jolnt Committee also include the Executive Secretaries of the Regional
Econcmic Commissions and the Executive Chairman of the Technical Assistance Board.

Cn the other hand, the Government of Chile considers that further consideration
should be given to the experts? suggestion for a Joint Committee; it expresses
surprise that it has not been suggested that the Executive Chalrmen of the Technical
Assistance Board should be a member of the Committee. The Government of the
Netherlands also feels that the proposal to set up a Joint Committee deserves
further consideration, and‘suggests that the Executive Chairman of the Technical
Agpsistance Board might perhaps act as alternmaste to the Secretary-General of the
United Nations. The Governments of Ecuador and Colombia are less in favour of the

Joint Committee., In the view of the Colombian Government, since there is already
repfesentation of the specialized agencies provided for in the Executive Board, it
is neither necessary nor desirable to set up & Joint Committee., This point is also
made by the Government of Ecuador which further observes that under the procedures
lgid down for the sppraisal of projects and owing to the nature of the functions of

the organizations concerned, the Director-General of the Special Fund will have to

68/ Special United Nebions Fund for Economic Development, document A/2906,
peragraphs 5T7-59. f

N

69/ See paragragh 105 above,
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maintain close conbact with the Secretary-General and the President of the
International Bank. The Government-of the United Kingdom doubts whether the formal
compositlion of the Joint Committee would constitube suitable machinery for liaison
among the agencies and doubts whether the Internatlonsl Bank would be willing to
perform the functions asslgned %o it on that Committee.zg/ The Government of Israel
hesitates to pronounce itself-finally on the need to set up such a Commitiee; 1T it
is decided to establish a Joint Committee, the Commlttee should be composed as
follows: +the Director-General of the Fund, the President of the International éank,
the Executive Chairmen of the Technical Assistance Board and the Head of the

Departiment of Economic and Socisl Affairs of the United Nations Secretariat.,

Administration of the Special Fund

(a) The Director-Genersl

116. The Governments of Buzma, Colombie, Ecuador snd Yugoslavie agree with the

proposal in the report of the Commititee of NiﬁeZl/ that the Director-General would
te eppointed by the Execubive Board in consultation with the Secretary-Generalﬂof

the United Natlons. The Government of Crechoslovakis specifies that the President
of the Internationsl Bank should nct be entitled to act in a consultative cepacity
with regard to his asppointment. The Government of Ecusdor believes that no

consultation with officials of the specialized agencies is required. In the view
of the Government of Indie, the Director-General should be appointed by the
Executive Board in consultation with the Joint Advisory Committee, while the
Governments of Czechoslovakia end Poland suggest thet he should be elected by the
General Conference (or Assenbly) of the Special Fund.

(b) The Staff

117. The Goverrments of Burme, Chile, China and the Netherlends comcur in the
view of the Ad Hoc Group of Experts that the steff of the Special Fund should be
kept as small as possible. However, in the view of the Governmente of Chile,
Isracl, Japan and the Netherlands, the staff should be sufficlent to be able to
accomplish its task with the necessary independence; it should not become entirely

70/ In reply to question 5.

Z}/ Report on & Special United Naﬁions Fund for Economlec Development, document
E/2381, page 58, recommendation &8.
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dependent for the fulfilment of its task on the administrative facilities of other
bodies or organizations. In the view of the Government of Czechoslovakia, the Fund
should have its own key staff and otherwise utilize the Secretariat services
available at the United Nations Headquarters, including those of the Technical
Asslstance Board. The Govermument of the Netherlands similarly suggests that the

United Nations Secretariat might supply its services where necessary, vhile the

Government of Burma suggests maximum utilization of the existing international
organizations.

118. According to the Qovernment of Afghanistan, the provisions of Articles 1CO
and 101 (3) of the United Nations Charter concerning standards of efficlency,
competency, and integrit&, as well as wide geographical distribution, should
apply to the staff,

(¢} General

119, Concerning the organizational pattern of the Fund's administration, the
Government of Cambodia suggests a General Executive Department, a Financilal Studies
Service and an Accounts Department. The Government of Halti suggests a Secretaxy-
Treasurer and an Economigt as well as a small group of assistents Limited as to

number and as to the totel amount of their salaries. The Government of the Republic

of Viet-Nam proposes a Programmes Division, a Credit Division, aud a Control
Division, each subdivided into an industry,.agriculture and social welfare section;
representatives of the interhational sgency responsible for industry would be
attached to the industry sections, representatives of FAO o the agriculture
sections, and representatives from UNESCO, WHO, ILO, etc., to the social welfare
sections, The Government of Italy recommends the establishment of reglonal offices
of the Tund for exploratory and planning functions, ciosely related to the Regional
Economic Commissions,

120. Avoidance of a new costly international bureaucracy is stressed by the
Governments of Austria, Canada, Norway, Pakistan and Switzerland. In the view of
the Government of Cambodia, the administrative structure of the Speclal Fund should
be slmple as 1t is very difficult for the meagre administrative services of the

under-deéeloped countries to comply with the requirements of the corresponding
administrative services of the assisting international bodies and foreign countries;
it is advisable therefore to avoid the danger of giving the Special Fund an
excessively elaborate administrative structure.
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T+ Methods and mechanism for the appraisal of projects

Thirty-nine governments commenited on this question.

Egtablishment of procedure for appraisal

120. Eight govermments expiicitly express agreement with the procedures for
appraisal recommended in the report of the Ad Hoc Group of Experts.zg/ Stetements
to this effect are made by the Govermments of Austria, Colombia, Depmark, Ecusdor,
Ethiopia, the Republic of Korea, New Zealand and Switzerland.

121. The Govermments of China, Pakisten, Seudl Arabia end Thailand suggest that
rules for the gcreening of applications should be worked out. The Govermment of
Chine would leave the formulstion of such rules to the Executive Board of the
Special Fund, and the Government of Thailand favours the establishment of a
commlittee to lay down proce&ure and mechanism for the appraisel of projects. The
Govermments of Cambodla, Chile and Worway stress the need for simpliclty and speed

of procedures for the appraisal of projects. The Covermment of Cambodla suggests

in order to expedite work, that detailed & priori appraising of a project should
be replaced by stricter control (supervision) of actual expenditures as the
execution of s project progresses. ' |

A

Criteris for gpprailsal of projects

122. Some governments stress the dlfficulty cr undesirability of rlgid criteria

or rules for the appralsal of projects (Greece,lfakistan, Poland ). The'Government
of Nepal, on the other hand, favours the clearest possible statement by the
Special Fund's administration of the criteria which will govern the making of both
grants and loans. The Govermment of Indonesie alsc states that 1n view of the
fact that the co-operation of other agencies with standards different from those of
the Fund will be regulred in the appraisal bf projects, there is an evident need
for clear formulation by the Fund of its own policy directives.

125. The following Governments mention guiding principles of a general nature that
should be applied 1n the appraisal of projects: Afghanisten, Brazil, Canads,

72/ Special United Wations Fund for Economic Development, document 4/29C6,
paragraphs 61-67,
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Czechoalo&akia, France, Greece, Israel, Pakistan, Poland, Thalland, United Kingdom

aad Yugoslavia. First of these are a group of principles based on consideration of
the nature and scope of the Fund, suggested by the Govermment of France:
consistency with the Fund's policy, competence of the Fund as distin®t from other
agencies to assist e glven project, financial requirements of a project in relation
to the Fund's capacity. Consistency with aims of the Furnd is also mentioned by
the Governments of Thalland and Yugoslavie; the criteria suggested by France are
also implied by other governmeﬁts. A second grour of general criterisg 1s related
to the benefits to be derived from the Fund's assistance. In this category are
mentioned: The impact of a project on the economic development of a country
(Brazil), ability to increase the capacity of a country to further its subseguent
development ty its own mesns (Poland), a project's contribution to the
strengthening of the infrastructure (Israel), a project's demonstrable direct
contribution to the expansion of productive resources (United Kingdom),zé/‘ﬁhe
indirect economic as well as social bemeflts that are likely to accrue on the
 completion of s project (Pakistan). The Government of Czechoslovakia is of the
oplnion that the main criteria for sppraisal of projects Should be whether they
are in fact designed to further the development primerily of the key sectors of
the economy, i.e., lndustries and agriculture.

124, Other issues of appraisal are ralsed by the Govermment of India, which states
that the spirlt of the Special Fund requires that it should appraise the over-sll
progrommes of developmenﬁ of the applicant countries rather than specific projectis,
and glve assistance within the framework of & well-conceived programme of
development 80 as to permit a reasomable degree of flexibility in its actual
utilization. The Govermment of Norwey also states specifically that projects
should be appraised in close relationship with other projects in the assisted areas.
Simllar views are expressed by the Governments of Israel, Nepal and Ssudi Arabia,

the CGoverrment of Israel edding that assistance received on a bileteral basis
should alsc be taken into account.

Zé/ In reply to question 1.
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125. Regarding more specific criteria, the Government of Israel suggests that

in appraising requests, the Fund should consider whether its asslstance would
increase the utillty of lcens and technical assistance recelved from other scurces.
The Govermment of Thailand makes a distinction between grants and losns in
suggesting criteria of appraisal; whereas the former should be extended on the
basis of need and contribution to social improvement, other criterla should also be
gpplied in the appraisal of lcan-applications: notebly the timing of a project
and the ability of the reciplent country to service the lcan. The Govermment of
Brazil, on the other hand, holds that in its coﬁsideration'of aﬁplications, the
Fund should not adopt as a criterion the applicant's capacity to repay in-fofeign
c:‘urre::.m:;r.Z-lt ' The Government of Costs Rica states that for the appraisal.of projects
there are already available well tried criteria such ag health facllities per
capita, population incresge, etc.

126, The CGovermment of Chile considers it extremely important to lay down the most
eppropriate method for determining the order to priority of projects. The
Goverument of Cube expresses views on ‘the mechanism fdr estéblishing priorities.
This Government suggests that where several projects are submitted by a govermment,
the priovities indicated by 1t should as far as possible be observed by the Fund,
but the final decision on priorities should rest with the competent organs of the
Fund. The Govermment of Canada is of the opinion that adequate procedures should
be established to assure that resources are allocated equitably and efficiently to
meet fhe most important and urgent needs of the under-developed countries, bhaving
regard, of course, to the fact that such needs may also be mef by funds from other
sources.

Mechanism of apprailsal

127, Direct submission of projects by govermments is specifically stressed by the
Governments of Canada, France, India, Japan.and Yugoslavia. The Czechoslovek
Covermment states, moreover, that applications should be submitted directly by

74/ In reply to question 8.
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the governmsnts concerned, to the exclusion of any intermedisry agency or
institution. The Govermments of Ethiopila, Haitl, Indonesia, Iran and Pakigtan
imply in their replies that submission will be directly to the Special Fund.
128, The Govermment of Chile suggests as & permissible alternstive to direct

submission by governments, submission of application through specialized agencies
or the International Bank. The Governmenf of Colombis adds to the above the
Unlted Nations Technical Assistance authorities as an appropriste chamnel for
submission of projects. The Govermment of the Republic of Viet-Nam considers it
desirable that projec@s be prepared in co-operation wlth experts from speciallzed

agencies and be gent to the specialized agency concerned for transmittal to the
Ffund.  Several other govermments suggest assistance by speclalized agencles in

the prepération of projects.

129, In replies to question 5, govermments express their views on co-operation
with speclalized agencies, the United Wations Secretarist, the Technical Assistance
Board and the Secretariats cof the Reglongl Economlic Commissions. In connexion

with the question of eppraissl of projects, the following Govermments refer to
co-operation with one or more of the organizstions or agencies listed above:
Cambodia, Canada, Ceylon, Chile, Czechoslovakis, Finland, India, Indonesla, Iran,
Israel, Japan, the Netherlands, Norway, the Republic of Viet-Nam, Yugoslavia. In

addition, the eight countries expressing agreement of the reconmendations of the
Ad. Hoc CGroup of Experts iisted earlier implicitly approve such co-operation.
150. The Governments of Cambodia, Chile, Colombia, Ecuador, Ethiopia, Finland,
Japan, the Netherlands, Nbrﬁay and Yugoslavis would agree to submission for

breliminary epprelsal of an epplication received by the Special Fund to a competent
specialized agency or other United Nations body listed above. The Government of
Chile is of the opinion that applications submitted to the Fund should be
simultaneously exemined by the competent organs, including the reglonal economic
commissions. Speelfic reference to consultetlon with regionsl econcmlc commissions
is also made by the Govermments of Colombia, Ecuador, Japan and Yugoslavia. The
Government of Ecuador suggests that when a project is to be examined before
submission to the Executlve Board, it should be examined separately by the
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eppropriate departments of the United Nations Secretariat and of the Intermational
Penk. The Government of Ethiopia considers that applications recelved by the
Fund should first be sent by the Director-General to the gppropriate organization
for examination or further information. The Government of Finland is of the
opinion that only projects unanimously approved by the speclalized agencies and
other bodies consulted should be glven financial support by the Fund. The
Government of ﬁhe Netherlands expfesses the view that appraisal of applicatlons
will fall in the first place to the organizations to which the particuler projects
in question belong. The Govermment of Norway states that it would seem practical
for the appralsal to be mede by, or in close co-operation with, the United Natioms
apparatus for technical assistance.

131. References to the need for assistance in the sppraisal of pfojects by
specialized ageﬁcies and other United Wations bodies, without gpecifying any
particular methed of co-opération are also contalned in the replies of the
Govermments of Canada, Ceylon,‘Czechoslovakia, France, India, Indonesia, Iran,
Israei, Jepen, Thailand and Yugoslavie. The Govermments of India, Pakistan,
Yugoslavie and Haiti state explicitly, however, that the final appraisal of
projects should be undertaken by the Fund itself.

132. Several govermments stress the need to give complete authority to the Board
for meking final decision. This is explicitly stated by the Govermments of
Cambodia, Chile, Colombia, Czechoslovakia, France, Haiti dnd Pakistan. The
Govermment of Austriazé/ suggests the possibility of appeal egainst the declsion
of the Executive Beard to be lédged with the General Council.

Cther poilnts made by governments

153. Two Governments stress the need for freedom from political considerations in
the opezation of the Special Fund (Afghanistan, Saudi Arabia). The Government of
Br&zilzd/ suggests that the Fund might have specialized offices in the principal

tr—

Zﬁ/ Whlch does not specifically mention co~operation with other agencies in this
context. '

76/ In reﬁly to question 8.
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under-developed areas, which would gife technical assistance to member states in
the preparafion of economic development projects.

134, End-use supervision of the ald granted to under-developed countries elther
in the form of granits-in-aid and/or cf loans is recommerded ty the Governmerts of
mnata, 2 terael, 7V mhettand, TV end the Republic of Viet-emll (the latter
onLy‘in the case of loans, the only form of assistance envisaged by this
government ). The Government of Indle remarks that although it is in favour of
what is sometimes called the "programme approach” as distinguished frcm the
"project approgch”, nonetheless, in the common interest of all members of the
Fund, some machinery is clearly required for keeping track of the use made of

the Fund's asslstance and for insuring that the aid given by the Fund is, in fact,
used for implementing larger and more balanced programmes of development. The
Government of Israel suggests that the Resident Representative of the Techuical
Apgistance Board or experts of specimlized agencies msy well be assigned special
regsponsibilities with regard to the lmplementation of projects initiated under the
ausplces and with the ald of the Fund and such agents will then have to submit
progresg reports to the Director-General of the Special Fund.

ZZ/ In reply to question k.
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Part II

Analysis of comments of governments
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A, Analysis of views on the establishment of a Special Fund

1. Out of the forty-six governments which have replied to the éecretary—General,
Eeventeen have preceded thelr replies to the eight questions enumerated in the
annex to resolution 923 (X) with considerstions on the question of the
establishment of a Special Pund; *two others express views on this subjeet without
enswering the eight questions. Thirteen governments have made remerks on this
metter in cormexion with some of the questions enumerated in the annex to
resolution 923 (X), but have not dealt separately with it. Eleven governments
touch upon the question of esteblishment by implicetion only. 1In this respect
it should be noted that although governments were invited to submit their views
on the establishment of & Specisl Fund no specific questlon on this matter was
included in the annex to said resblution. Three governments expreess nelther
general views nor do they answer the eight questions.

2. All forty-three governments expressing views on the establishment of a
Special Fund are in egreement in principle with such establishment. Twenty-six
EXpress themaelves.in favour of the esteblishment of the Speclal Fund without
laying down any prerequisite conditions; eleven take the seme position by
implication. Six governments believe, however, that certain conditions should
be fulfilled before the Special Fund is established.

3. Of the twenty-six govermments mentioned in the previeus peragreph, seventeen
emphasize the impact which such a Pund would have on the econemic and social
development of less developed countries, four of them stressing‘fhe velue of such
en esteblishment in the promotion of goed will and understending emong nations.
Nine governments of whlich flve sre already included -in the seventeen mentioned
above, consider that the Speciel Fund should be established before world-wide
internationally contreolled disarmement is achleved. One government considers
thet until significant reductions all round in the level of expenditure on arﬁs
can be achieved, there can be little hope that funds on the scele required will
be fortheoming for the proposed Special Fund. .

k. Seven governments express disagreément with the suggestion that the Fund
might perhaps be establighed for an initiai period of five years while one
government explicitly agrees with it.
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B. Analysis of replies to the questiogg enmumerated in the ammsx
to resolution 6235 (X) of the General Assembly

1. Role of a 8pecinl Fund

5. In past studies, particulerly the report of the Commitiee of Ninél/ {1953)
and the report of the Ad Hoc Group of Experts headed by M. Scheyveng/ {1955), five
general suggestions as teo the character of the proposed Special Fund have been
mede. It has been suggested that the proposed Special Fund should be guided by
the prineciples of the United Nations, thet it should stimulete self-help in the
assisted countries, that it should effectively contribute to thelr economic
development, that it should essentially operste 88 & non-commercisl and non-profit
making.institution, end that the rescurces provided by the Fund should be
sdditional to those available from other sources. These suggestions seem in
general to be supported in the present govermnmental replies; and none of the
replies suggests any basic departure from them.

6. A pubstantial number of governments (twenty-four) point out, with varying
degreep of emphasis and explicitly or by implication, thet the Fund should devote
resources more especially to developing the infrastructure of under-developed
countries, i.e. in the words of the report of the Ad Hoc Group of Experte, "the
besie facilities needed for effective prodﬁqtion, such es & minimm of roads,
pover gtabtlons, aschools, heospitals, housing end government Euildings". Of these
twenty-four governments, fourteen governments also favour essistance to certaln
directly productive projects in agriculbture or industry or refer to assistance to
be giveﬁ within the framework of development progremmes, or cover both points.

7« In addition to these Pourteen governments which weould extend the scope of
assistanée beyond the infrastructure, there are eight governments which ouly refer
to assistence within the framework of, or in direct support, of broader development

programmes or for certein directly productive projects without specific reference

1/ Report on & Speciasl United Nations Fund for Economic Development, document
E/238L.

g/ Special United Netions! Fund for Ecpnoﬁic Development, document A/2906.
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to the infrastructure. Cut of this total of twenty-twe governments nine refer
to developmept programmes, but not specifically to productive projects, elght to
productive projects but not specifically to development programmes, and five to
both productive projects and development programmes. -

8. Some governments urge that the Special Fund should not he restricted to
non-self-liquidating projects (eight governments) nor to the direct foreign
exchenge requirements of specific prejects (four governmenﬁs), but twelve
governments state thet the Fund would omly finance projects for which private
capital or internationél financial resources, especially those of the Internationmal
Bank, are not avallsble, while other governments by implication'éeem to be of the
opinion that the Special Fund should finsnce only nen-self-liquidating projects.
9. Question 1 as formulated in the ennex to resolution 923 (X) asked for
opinions.on the role of the Special Fund "in the economic development of your
country". The governmeﬁts of under-developed countries replied directly, in
relation to their own plansg for develeopment. Four other governments stated that
they anbicipeted trade benefits either immediately in connexion with the aid 7
currenily provided or over & longer period ae stendards of living rose in under-
developed aress. (See also preceding Sectlon A.) _

10. Wew preposals put forward by two governments are that the Special Fund might
play some par%, if so requested by the governments cencermed, in the formulation
and supervision of programmes of assisbence provided en a bilateral basis; alse
that.the Fund should facilitate the co-ordination of aid of all types by
collecting and disseminating information about it.

2. DNature of contributions to the operational budgef
of the Special Fund

11. Nineteen govermments express themselves explicitly in favour of voluntaery
contributions. Seven governments would prefer fixed assessments as opposed to
voluntery contributions. Fifteen governments support the idee that governmerts:
might determine their contrihutions on the basis ofrsbme objectlve criteria
(national income, aggregate or per capita, keeping in mind, but not necessarily

copylng, the scale of contributions to the United Natlons, the International Bank,
ete.).
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12. Sixteen governments explicitly support the idea of contributions renewsble

at annual or other periedic intervals. Eleven governments recommend a system

of advance pledges, e.g. for two or three or five years, subject to annual
approvél by legisiative authority, where required, in order to provide some sort
of long-term foundation for the Spebial Fund's resources and to enable countries
to receive assistance from the Fund for long-term programmes.

1%3. The repliés received indicate that contributions may teke one of more of the
following forms: (i) contributions in the form of local currencies, %o be used
for the purchase of goodé and services in the contributing coﬁntry, or convertible
into other currenciés only to the extent permitted by the governments concerned;
(ii) contributions directly in goods and services; and (iii) fully or partially
cenvertible contributions. |

1k, Seventeen governments express themselves in favour of contributions in local
currency. Two of them state explicitly thet meny countries would have difficulties
in contributing 1f the Speciel Fund were to have the right to insist on
convertfbility into eny currency. Although four of the seventeen governments
recognize the limitatlons which would thus be imposed upon the Fund's resources,
ten of them stipulate that conversion inte other currencies should be subject to
the approval of the government concerned.

‘15. Five governments point ocut the possibility of contributions to be made at
least partly in goods or services. 5ix others would permit such contributions

in exceptional circumstances or within certain limits only. On the other hand,
seven governments explicitly oppose centributions of this sort.

16. Ten other goverpments on the other hand express the view that all or at least
a certein proportion of the contributions should be convertible. Five of them
consider that complete or the widest possible éonvertibility ig necessary inasmuch

a5 it would give considerably more flexibility to the Fund in its operations.

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

17. Of the thirty-five governments which have replied to this question 1n specific
terms, elghteen have stated that the Special Fund could begin its operations with
an initial emount smeller than the $250 million propesed by the Committee of Nine.
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It is the view of these govermments that possible difficultles in attaining the
initial sum of $250 million should not stand in the wey of the estéblishment of
the Speclal Fund. Seven of these replies have not specified the lower amounts
which are considered neéessary. Of the others, three are content with an smount
between $200 and $250 million, three with $150 million, one with $100 o 150
nillion, end four with $100 million or less. The lowest figure, $62.5 million,
is, however, qpalifiéd with the statement thet the Specilal Fund should et the
semetime be at least able to count on the participation of the major countries at
not too distent s date.

18. Twelve of the thirty-five governments consider that the Specisl Fund should
begin operations with ar initiel sum of $250 million, collected or pledged. Of
these, six governments feel more specifically that one should not embark upen a
nev internationel venture of the type of the Specigl Fund without a promise of
contributions aggregating $250 million es & minimm smount.

19. The five other govermments suggest higher amounts ranging from $300 millien
to $2,000 millien. B

20. Five govermments have not specified any precise emount as being the minimum
required to be collected or pledged before the Special Fund beglns iﬁa operations.
Two. of them express insbllity to meke a’ﬁreciée esbimate ‘without the data
necessary to compute the operational requirements of the Specisl Fund. ‘Two
others consider that the question of the exact.initiai smount should he secondary
to the urgent need for setting up the Speeial Fund.

2l. Besildes specifying the silze of the initial contributions, two governments
would like to see initial participation by twenty or thirty countries in the
Special Pund. Six governments consider that the Specisl Fund would not have a
reasonsble asgurance of success andlcontinuity without the participstion of mejor
industrialized countries.

22. Fourbeen governments emphasize that, if the Special Fund is to be an effectiwve
instrument in the development of under-developed countries, it will have to count
on continued end possibly higher contributions in future years. Five governments
look forward to improvement in ilnternetional économic and political situatlons,
as well as to sevings from programmes of dissrmement, as potential sources of
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increased conbributlions to the Special Fund in fubure years. One government
draws attention to General Assembly resolution T2k (VIII}.é/

L. Grants-in-aid and loans, their terms and conditlons

23. A great majority of governments seem to visuélize the Fund as engaging both
in grents and loans. The various views of forty-one governﬁents expressing
opinions en this question cen be summarized as Tollows:

(a) Exclusively loans: four governments;

(b) Primerily leans but without excluding grants: nine governments;

(c) Both grants and loans, witheut preconceived ideas on the relative

maghitude of the two forms of trensactions: sixteen governments;

(d)‘ Primarily grants, without excluding loans: twelve governments.
2h. A variety of arguments is developed in the replies. Of +those which prefer
grants-in-aid, two governments believe thet this form of asslstence wbuld better
correspond to the needs of the under-developed countries; two others stress the
sdministrative advantages of grents-in-sid. The arguments adduced in favour of
loens are: that loans would assure replenishment of the Fund's resources (nine
replies); +that requests for assistance would be limited to projects of reasonsbly
high prierity (one reply); and that loans, as distinet from grants-in-aid do not
aeffect the prestige of recelving countries (two replies). In six replies 1t is
indicated thet the distribution of the Fund's operations as between the economic
- and the social parts of the infrastructure would neceésarily heve a reletion to the
financial instruments to be employed by the Special Fund, e.g., grants-in-aid,

loans in variocus forms.

3/ This resclution conteins the following declaration: "We, the Governments of
the Member States of the United Natlons, in order to promote higher standards
of living and conditions of economic and secial progress and development,
stand ready to esk our peoples, when sufficient progress has been made in
internationally supervised world-wide disarmement, to devote a portien of
the savings echleved through such disarmasment to an internationsal fund,
within the framework of the United Nations, to assist develdpment and
reconstruction in under-developed countries". (0fficial Records of the
General Assembly, Eighth Session, Supplement No. 17, p. 10).
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25. Concerning the nature and terms of loans, various instruments have their
supporters: {m) Twenty-two governments are in favour of long-term low-interest
loans, 1.e. with longer periods of amertization and retes 1owér than those of the
International Bank; (b) three governments are in favour of interest-free loans;
(¢) eilghteen governments are in favour of loans repayable in local curreney;

this group ccmpriéea eleven of those goﬁernments suggesting long-term low-interest
loans and séven of those in favour of loans at normal interest rates (of which two
refer %o rates charged by the International Bemk. (d) Eight governments in all
are in faveur of normal interest‘loans, three referring specifically to
International Bank-rates; two of the elght governments assume thet leans would
be repayable in locel currency; +two obthers in order not to deviete from normel
commercial lepnding operations, and one because such loans would be made out of
funds secured through bond flotation in the open merket. (e) Combinations of
grants by the Special Fund with loans from the International Bank or frem other

_ lending agencies, so 2s to produce in effect a combined low-interest loan, sre
approved by.five governments, and opposed by one. '

26, Four governments expressly oppose renegotietion or meodification of terms of
loans, once they have been laid dcﬁn. |

2. Relationships between the Speclal Fund, the United Nations
and the specislized agencies

27. Twenty-one governments out of thirty-ﬁine which heve replied to this question
envisage the Speclal Fund, when established, as an autonomous bedy within the
fremework of the United Neations; of these, six suggest thet the proposed Fund
should be set up as a specialized agency and ten épecifically refer to the
recommendstions mede by the Ad Hoe Group of Experts.E

28. Thirty-four governments recommend close co-operation with one or mere of the
following‘United Natians organizatlions: +the United Nations itself including its
regional economlc. commissions (mentioned in twenty-six replies), the United

Netions technical assistance bodies (mentionmed in sixteen replies), and the

E/ Speeial United Nations Fund for Econcmic Develcpment, document A/2906
chapter VI.
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specialized agencles, particularly the Tnternational Bank (mentioned in sixteen
replies) and the Food and Agriculture Orgenizetion (mentioned in eight replies).
Among the reasons indicated by governments in support of close co-cperation are:
the desire to prevent duplication with existing.organizations, the desir&bility
of keeping the slze of the staff of the 8pecia1 Fund a5 small as pessible, the
best possible utilizetlion of resources avalleble for the develepment of under-
developed countries especislly by joint or complementary action with technical
esslstence. Exchange of information and of technical services and assistance
between the Specisl Fund and the United Netions organizations in the preparatien
and implementation of projects are mentioned as forms of co-operation. 7

29. Nine governments out of the thirty-four mentioned in the preceding peragraph
explicitly refer to the neceselty for safeguarding the operationel independence
of the Special Fund. Five governments more particularly emphasize the operaticnal
Independence whlch the Fund should have vis-a-vis the Internatieral Benk.

30. Two govermments recommend thet in order to facilitate co-ordination with
United Netions bodies, the Speclal Fund's administration should be situsted in
Wew York.

1. Four governments suggest execution and administration by the speciamlized
agencles of assistance decided upon by the Special Fund.

.,

6. Structure of the Special Fund

32. Twenty-nine governments appear to be in general agreement wiﬁh the
recormendations concernihg the structure of the Special Fund contained in the
report of the Committee of Nine or that of the Ad Hoc Group of Experts headed by
Mr. Scheyven. 0f these, fifteen governments are explicitly, and snother seven
governments are implicitly in agreement with the proposals of the Ad Hoc Group of
Experts regarding the structure of the Special Fund as & whcle, although five

of these twenbty-two governments have scme reservaticrps ccncerning the Joint
Ccrmittee. Urder these proposals the crgans of the Fund would consist of a
Gereral Council, an Executive Board, a Director-Gereral, a Joint Ccrmittee and
tke Staff.. The remainirg seven of ilhe twenty-nire goverrments ere in implicit
cr explicit sgreement with the proposals of the Committee of Nine which differ
from the report of the Ad Hoc Group of Eﬁperta meinly in that they do ndt
provide for e Joint Committee.
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'33. There is agreement emong twenty-nine governments that there should be a
General Councilfor plenary meeting of Member States to lay down the Specisl Fund's
general policy and to receive reports on the Fund's activities.

3, Regarding the membership of the Executive Board, thirteen governments are in
favour of equal representation of two groups of countries of which the first
would consist melnly of mejor contributing countrieg, the second melnly of under-
developed countries. Seven governments expressly state that the members of the
Executive Board should have egquel vobing rights.

35. Of the aforeﬁentioned twenty-fwo gévernments generally supporiing the
proposals of the Ad Hoc Group of Experts, seventeen appear to be in favour of a
membérship of twelve, while five governments and also another government not among
the twenty-two are in favour of a larger number than twelve (fourteen and twenty-
one being the lower and upper 1imits mentioned). Six governments mention the
need for a fair geographical distribution. Three govermments explicitly state
that membership of the Executive Board should be established on & roteting basis.
35. As to the Jolnt Committee proposed by the Ad Hoc Group of Experts, seventeen
governments (seven explicitly) appear to favour such & Committee with the |
composition proposed by that Group. On the other hand, eigh% governnents express
'in various‘degrees disagreemeﬁt. Of ‘these elght governments, two are agelnst

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 edding the Chalrman of the Technical Assistance Board or representatives of the

specialized agencies, or of the regional economic commissions.

T. Methods and mechanism for the appraisal of pfojects

3f. The replies to this guestion are related to those given under questions 1,

‘b, 5 and 6. The present summery anal&ses the two principel subjects discussed in
the replies to question T: (é) the mechanism for hendling requests for essistance,
end (b) criteria for sppralssl of projects.

38. Of the twenty-three governments explicitly in favour of some measure of
co~operation between the Specisl Fund and other agencles in the handling of requests:
eight express agreement with the Ad Hoc Group of Experté' report which, inter alis,

recormended thet use be mede of existing United Nations orgenlzetions, especially
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the United Netions Secretariat and the Internastiomel Bank, in handling assistance
requests; one of these governments recommends simultaneous treatment by varibus
agencies. TFifteen, without reference to that report, indicate the necessity of
co-operation with existing United Nations ofganizations. |
39. Fourteen governments express themselves on whéthér submission of projects
should be directly to the Special Fund or through one of the existing agencles;
eleven governments suggest direct submission of projects to or appraisel by the
Special Fund, wlthout menticning alternative metheds; three governments suggest
submission through an existing United Nations bedy.

40. Seven governments explicitly state that the final decision on the granting
of assistance should rest with the executive organs of the Fund} and many
governments, in view of their‘oPinion given in reply to question 5 on an
Executive Board, seem to share thils belief implicitly.

L1, "Sixieen governments mention one or more general principles teo be applied in
the appraisel of projects. These principles relste tb the general aims and tasks
of the Fund end to the beneflcial impact on the econemic development of the
countries assigted.

42, Three governments stress the difficulty or undesiraebility of laying down
rigid criterie and two other éovernments state that the Fund should estmblish
methods for determining pricrities.
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Part IIT

" Conelusions
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CONCLUSIONS.

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

as they are, should be read in conjunction with parts I end IT of this interim
report and not by themselves.

2. The replies of governments so far recelved show that there is supporf for

the propesal to esteblish e Special Fund o assist in finencing the economic
development of under—developéd countries.*

3. From the answers of governments summarized in the previous parts of this
report there emerges a general pattern of the proposed Special Fund which brings
together the most frequently indicated views on its various aspects. This patiern,
by ite nature, does not take Into account the diversity of opinions put forward

on each aspect. In addition, the group of governments representing the most
frequently indicated view on a particular aspect iz not necessarily always the
same. Consequently, 1t is possible that some features of the pattern which emerges
are not fully consistent with each other. '
L. This pattern is as follows: The financing by the Fund would be more especially
for economic snd socisl infrastructure, although broader development programmes,
including directly 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 around the range of $200 million to $250 million.. The Special'
Fund would be established and mainteined by voluntary contributions, the size of
vhich might be determined by governments on the basis of scme objective criteria.
Contributions are thought of as renewable annuslly or at other intervals.
Governments in general envisage that contributions to the Speelal Fund would be
mede in local currency convertible into other currencies only to the extent
permitted by the governments concerned; some govermments, however, envisage fully
ar paftially convertible contrlbutions or contributions partly in kind. Assistance

¥/ It should be noted, however, that governments were not expressly requested to
indicate to what extent they would be prepared to glve a Special Fund their
financiel support and governments, therefore, generselly did not deal with
this' questionk



4/313k

E /2806
English
Page 101

is Thought of in the form of both grents and loans, especislly long-term
low-interest loans. The Special Fund would be an autoncomous body, operating
independently within the fremework of the United Nations, and co-operating

closely with other appropriate United Netlons organs and agencies. Ibts general
structure 1s thought of as the ome proposed by the Ad Hoe Group of Experts, with

an all-menber General Council, an Executive Board, a Director-Gemeral, a Joint
Committee and a staff, which would be kept a8 swall as poseible; there is, however,

gome’ disegreement cohcerning the Joint Committee.

Reservations

Poland

5. The delegation of Poland considers that the terms of reference of the

A4 Hoc Committee as formulated in resolution 923 (X) of the General Assembly do
not state clearly that the Committee should elaborate conclusions on the basis

of the replies of governments to the General Assembly's guestionnaire, or that it
present such concluaibns after receiving a limited number of replies to the

above -mentioted guestionnaire, In view of these cilrcumstances the delegation of
Polend is of the opinion that this problem requires further clarification.

Union of Soviet Soecialist Republics

6. The General Assembly in resolution 923 (X) instructed the Ad Hoc Committee

to present only an "analysis" of replies and comments of governments. Such an
analysis has been prepared by the Committee and the Soviet delegation 1s in
general sgreement with it. However, the Genéral Agsembly did not instruet the
Committee to elaborate any kind of "coneclusions" regarding‘the replies of forty-six
countries within its interim report and there is no need for any conclusions. It
mst also be borne in wmind that the proposed draft of "conclusions" fails to
reflect fully the gist of the above replies.
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ANNEX

Text of Resolution 923 (X) of the General Assenmbly on the
Question of the Esteblishment of a Special United Nations
Fund Tor Economice Development

"The General Assembly;

Reaffirming the importance of the economic development of the under-developed
countries as an essential condition for promoting svch internetional relationships
&s are propitlous for the strengthening of peace and the attainment of world-wide
prosperity, '

Considering the real need of the under-developed countries for additional
means for accelerating the development of their economic-social infra-structure;
which is basic to the substantial expansion of their production end to the
well-being of their peoples,

Reealling its resoluticns on the establishment of a Special United Nations
Fund for Bconomic Development and, in particular, reafflrming its unanimously
adopted resolutlons 724 A (VIII) and 724 B (VIII) of 7 December 1953,

Recalling further its appeal to Governments to review thelir respective
positions as regards extending their material support to such a Fund in accordance
with changes in the international situstion and other relevant factors, both
ngticnal and international, as expressed in its resolution 822 (IX) of
11 December 195k, :

Having exasmined the further regport }/ of Mr. Raymond Scheyven, assisted by the
Secretary-General and a Committee of Experts, the comments 2/ thereon of the
Economic and Soclal Council, included in the Council's report at the reguest of
the General Assezbly under resolution 822 (IX), and the statement 2/ made by
Mr. Seheyven on 31 October ‘1955,

Teking note of Economic and Social Council resolution 583 A (XX) of
5 August 1955,

1. Expresses its great sppreciation of the work performed by Mr. Scheyven,
assisted by the Secretary-General and the Committee of Experts;

1/ ?f?igi&% Records of the Ceneral Assembly, Tenth Sesslon, Supplement No. 17
A/2606) . ;

2/  Ibid., Supplement No. 3 (4/2043), chapter IIT A, paras. 142 to 177.
3/  Ibid., Tenth Session, Second Committee, 366th meeting.

L}
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2. Reguests the Secretary-Gemeral to invite the States Menmbers of the
United Natlons and members of the Speciaslized egencies in the economic and social
sphere, to tremsmit to him, not later than 31 March 1956, their views, as definitel;
as possible, releting to the establishment, role, structure and operations of
a Speclal United Nations Fund for Economic Development, bearing in mind particulari;
the questions enuxerated in the annex attached hereto, in order that such views
and replies mey provide material for the statute of the Fund when it is decided
to establish such a Fund;

3. Requests further that the Secretary-General, in addressing Member States
as lndicsted above, prOV1de them with all the relevant documents, including the
records of the dlscussions on the subject at the tenth session of the General
Asgembly;

4, Estsblishes an Ad Hoe Committee composed of representatives of sixteen
Governments, to be eppointed by the President of the General Assembly, to
analyse the replies and comments of Governments received under paragraph 2 above,
with a view to submltiing to the Economic and Social Council at its twenty-second
sesslon and to the Ceneral Assembly at its eleventh session such interim report
a8 it may be in a position to mske, and its final report to the twenty-third
seasion of the Council, 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 facilities;

6. Expresses the hope, in view of the increased support for the proposed
establishment of a Special United Netions Fund for Economic Development, thet
conditions more favoursble fo the éstablishment of an international Fund will be
created in the near future, and that savings from internationally supervised
world-wide disasrmament will provide additional means for financing the economic
development of under-developed countries, and will further the aims end cbjectives
of such a Fund.

553rd plenary meeting,
9 December 1955.

Annex

1, TVhat, in the expectation of your Govermment, will be the role of a
Special Fund in the economic development of your country?

2., VWhat is the opinion of your Government as regards the nature of
contributions to the operational budget of the Special Fund?
. . 4
5. What 1s the opinion of your Govermment as to the initial sum which
should be collected before the Speclal Fund starts 1lts operations?
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L, what doces your Government think as to the Special Fund making
srants-in-aid and loans and under what terms and conditions?

- S Wh?t iz the opinion of your Gevernment sbout the relationships between
the Special Fund on the one hend and the United Nations and the specialized
agencles on the other?

¥ .

6. Whét, in the opinion of your Covernment, should be the structure
(governing bodies and mansgement) of the Special Fund?

7. What, in the opinion of your Government, should be the methods and
nechanism for the appraisal of projecte submitted by Covernments?

8. Any other suggestions your Government may have regarding the structure
and functlons of the Special Fund."






