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I. NOTE BY THE SECRETARy -GENERAL

1. The General Assembly, by its resolution 724 B (VIII) of 7 December 1953,

invited Governments of states Members of the United Nations and of the specialized

agencies in the economic and social field to transmit to the SecretarY-General

their detailed comments both on the recommendations contained in the Report on a

Special United Nations Fund for Economie Development!l prepared by the Committee

of Nine appointed in pursuance of Economie and Social Council

resolution 416 A (XIV), and on the degree of moral and material support which may

be expected from them for such a fund.

document as they become available.

Governments should be circulated as soon as possible, the present document contains

the comments received as at 30 April 1954.

2.

3·

In accordance with the General Assembly's request that the comments 0f

Replies from other countries will be issued as addenda to the present
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II. COMMENTS OF GOVERNMENTS

ized

a-
ee
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1. BELGIUM·

12 March 1954
Original: French

I. GENERAL PRINCIPLES

The present note is the Belgian Government's reply to the invitation to

Governments contained tn resolution 724 B (VIII) of 7 December 1953. It

accordingly contains the Government's comments on:

1. The recommendations contained in the report of the Committee of Nine;

2. The degree of moral and material support which may be expected from it

for such a fund.

Before dealing with these two peints, however, the Belgian Government

considers it necessary to state its position with regard to the general problem

of financing the economic development of the under-developed countries.

It is deeply aw~re of the scope and importance of the problem, which has

rightly been a matter of primary international concern since the end of the war.

Among other international institutions, the United Nations and its

specialized agencies, üEEC and the Council of Europe have considered the question

at length on several occasions and have already established a number of agencies

in this field.

Development programmes such as the Colombo Plan, the French Union plans and

the ten-year plan for the Belgian Congo and Ruanda-Urundi have been prepared by

various groups of politically assoeiated territories which include under-developed

areas.

International private organizations, such as the International Chamber of

Commerce and the European Movement, have given constructive consideration to

the question of assistance to under-developed countries. In early February the

Westminister economic and social conference gave special at~ention t6 the problem.
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The Belgian Government is, of course, doing more than merely following the

matter with sympathetic interest. It is carrying out a ten-year plan of economic

and social equipment in a vast territory with a rapidly increasing population.
,

Assistance to under-developed countries is an exceedingly vast and complex

question with wide implications.

Whi~e recognizing the importance and value of the establishment of a special

fund of the kind proposed, the Belgian Government wishes to emphasize that,

whateve.r the resources of the fund, i t can never be more than a part of the

general machinery. It could only be one instrument among many.!/

It would therefore be wrong to discuss the fund without considering the

whole question of assistance to under-developed nations.

The object must be the mobilization of the largest volume of capital possible

in order to secure If ••• a more rapid economic development of under-teveloped

countries, in particular an increase of production, (which) is essential for

raising the level of productive employment and the living standards of their

populations, for the growth of the world economy as a whole and for the

maintenance of international peace and security" (General Assembly

resolution 400 (v) of 20 November 1950).
In order to achieve such broad objectives, it is absolutely essential to be

able to rely both upon the flow of private capital, invested directly or through

the agency of national or international organizations and upon state financial

assistance, made available under bilateral agreements or through international

agencies. In particular, it must be possible to make non-self-liquidating

investments complementary to self-liquidating investments.

Whether the assistance of private capital is essential or merely desirable,

the under -developed pecples should be .prot.ec~te_d ag~iJ).st ::t±Pê-~çJ~:J:. a~d ~0cia.l

!I This view has already been. stated by the Belgian representatives before the
Economie and Social Council and the General Assembly. On each occasion, stress
has been laid on the absolute necessity of making use of aIl the methods of
financing available in the modern economy and'on the supplementary character
of any special fund that might be established. The conciliatory and
constructive part played by the Belgian delegation in the discussions that led
to the adoption of resolution 724 B (VIII) at the last session of the General
Assembly will be remembered.
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exploitation of aIl kinds and against direct or indirect political interference.

It is, however, equally necessary that the investment of priyate capital should be

encouraged by being afforded protection and geniune safeguards. In the interests

of aIl concerned, this metaod of financing calls for the introduction of a code

for private capital invested abroad.

In the light of this realistic statement of the problem, it follows that

assistance to under-developed nations should comprise a whole set of mutually

complementary institutions such as:

A code of private capital as referred to abovej

Bilateral agreements between industrialized and under-developed countries;

Technical assistancej

International Bank ~or Reconstruction and Developmentj

International Finance Corporationj

Special Fund.

Considering the problem from this point of view, there are in effect two'

codes, viz. a code of private capital and a code of government credit, both

direct and indirect, for economic and social develo1!ment.

It follows without question that the special fund, whatever its future

importance, is merely a complementary factor •. The Belgian Government wishes,

moreover,. generally to stress the complementary character of each component of

such an arrangement, for unless the system for providing assistance did not

include each one of these elements, in such form as might eventually be determined,

then the establisbment of the special fund would, in the Belgian Government's

view, be an incomplete measure, incapable of solving the problem.

The present emphasis on the special fund should not be allowed to obscure

the other aspects, but should on the contrary bring out the complementary

character of aIl methods of financial assistance, because the fund will be of

real value only if it serves to initiate or ~plement economic projects which

are self-liquidating in the true sense of the term, projects which, in other.

words, are highly productive.

In many areas of the world the special fund alone could not provide complete

financing that would in every case ensure the development of an entire region.

It would, however J perform a useful function if it could be limited to basic

investment or to social investment complementary to industrial development.
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It therefore appears that the fund, at least as at present conceived,

cannot be separated from the other elements and that its functions and powers

must accordingly be precisely defined so that it will be a truly specialized

institution and will not duplicate other methods of finance that it may be

expedient to develop, promote and guarantee by joint agreement.

The Belgian Government therefore believes that the special fund should

be available only for investments that are very necessary for development but

are not directly self-liquidating. It should be a body that is supplementary

as to financing but basic as to the type of investment which it makes possible.

It would be supplementary in that it would be used only when other means of

finance were not available, and it would be basic because it would inevitably

concern basic investments (such as a road or irrigation system) or social

investments (hospitals, schools, sewerage systems etc.).

Such are the principles relating to a general policy of assistance to

under-developed peoples and, in turn, to the special fund, which form the

basis for the replies to the two questions contained in the resolution.

II. ANALYSIS OF THE RECCMMENDATIONS CONTAINED
IN THE EXPERrrS' REPORT

The Belgian Government gives below its views on those recommendations

of the experts which in its opinion call for comment. The recommendations

which are not commented upon here have the approval of the Government.

1. NatuI'e of thE: contributions

The Belgian Government agrees vlith the conclusions reached by the experts.

The many advant~ges offered by the capital subscriptions method are clearly

undeniable; apart from the advantages considered in the report, that method

would represent a very real guarantee of the independence of the director

general and the administrators of the fund in the exercise of their functions

by shielding them against political pressures and economic fluctuations from

various sources, both national and international. Binee, hovœver, the

disadvantages in this matter clearly outweigh the advantages, a method of

annual contributions of the sort recommended is to be T-~~ferred.
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The Belgian Government believes, however, that it should comment on the

arrangements proposed by tŒe experts for the initial periode

An initial period of two years is envisaged, at tne beginning of which

one-quarter of the annual contributions originally pledged would be paid. In

addition, Governments might be recommended to express, either by pledging

further specifie contributions or by policy statements (depending upon their

constitutional requirements), their continuing support of the fund for a longer

period (paragraph 31). It is further rropos~d that total pledges or policy

statements should coyer a total initial period of three years.

In this connexio~; the Belgian Constitution provides that "the Chambers

shall each year adopt the Finance Act and vote the budget" (article 115). Thus

the principle of an annual budget is written into the basic law of the Belgian

state. The public revenue and expenditure for each f~nancial year are authorized

by the annual finance Acts and constitute the general budget of the state. 2/

Belgian budgetary law thus imposes certain restrictions as regards the

recommendations of the experts.

This does not however prevent the Government from entering into

commitments of a purely political nature under which it would request the

Chambers to appropriate at the desired time amounts sufficieilt to coyer such

financial participation as Belgium might appropriately undertake.

The Belgian Government trusts that the following recommendations by the

experts will be faithfully observed:

Contributions should be made Hin the form of deposits of local currencies,

to be convertible into other currencies only to the extent that the contributing

Governments permit such conversion" (paragraph 46);
With regard to the restricted or unrestricted use of subscriptions to the

fund "the contributions of a country in {ts local currency should be available

1
2. Convertibility into other. currencies and convertibility into needed

commodities and services

2/ The review of constitutional provlslons about to be undertaken by
Belgium will not affect this principle in any way.
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for the purchase of any goods and services obtainable in that country} except

to the extent that the Government of that country feels obliged} for good and

sufficient reason} ta restrict the use of its contribution in respect of the

purchase of specifie goods and services. Where a contributing country permits

the conversion of its local currency contribution into other currencies}

Governments of countries into whose currencies such contributions are

convertible nlay similarly restrict the range of commodities and services

available to the fund" (paragraph 51).

Any contribution by Belgium would ordinari~· be available only in its own

local currency. This attitude is fulJ~ justified by Belgium's intention to

maintain its financial and monetary position in accordance with a rigorous

policy to \~1ich its credit institutions are still closely bound.

Furthermore} Belgiwn's economic structure is extremely diversified owing

to its need to produce a variety of goods for the export trade} which takes

about 40 per cent of its total production.

The Belgian Governnlent therefore considers itself justified in suggesting

that consideration be given to the feasibility of states contributing capital

goods to the fund..

Such contributions could be made in the light of the specific programme

of the countries requesting assistance from the fund.

In accordance \nth this arrangement given programmes might be carried out

through a systematic pooling of the contributions in kind of various countries.

Such scher'es might also conceivably become efficient instruments of an anti-

1 · ~ . ,.cyc J.ca.L };ïc- ...J.cy.

J,
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The Belgian Government has noted with great satisfaction that the

supplementary and complementary nature of the fund has been explicitly stressed

in many places in the experts' report} as} for example} as follows:

(a) The view that} despite the existence of other agencies or institutions}

nnon-commercial capital in the form of grants-in-aid or long-term} low

interest loans lf are in many cases required has been taken as a fundamental

premise of the report (paragraph 18);

3· The supplementary nature of the fund the tl
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(b) With regard to the principles relating to the operations of the

special fund, the purpose of these operations is expressly stated

to be to supplement the t~tal resources available to such countries

as are unable to affo:cd the investment necessary to raise standards

of living and support the process of economic grovrth (paragraph 70);

(c) Governments wishing to receive assistance from the fund vlill

have to show, among other things J Uthat other means of external. 'financing

are either inappropriate or have proved unavailable in whole or in

part" (paragraph 81);

(d) The long-termj low-interest loans ellvisaged as one of the metheds

of assistance from the fund ''vlOuld, in ô..î.1Y case, not be made for

sE:lf-liquidating projects or others for which finance from existing

international leniing institutions can be obtained" (paragraph 108);

(e) ~1e attendance of representatives of the Secretary-General of the

United Nations, the International Bank, the International Monetary

Fund and the Technical Assistance Boerà at meetings of the executive

t.Jard of the fund is expltcitly contemplated (paragraph 155).

As already stated above, the Belgian Government considers that the

financing of assistance to under-developed countries can take many mutually

complementary but non-competitive forms.

The fund is one of those forms and deserves consideration by reason of

its complementary nature. In the general interest, however, the other forms

should also be utilized under such conditions as will not reduce their scope

or effectiveness.

In this regard it would b~ particularly desirable if) in connexion vnth

the thorough consideration being given by Governments to the proposed

establishment of the special fund, the appropriate international organizations

gave attention to the steps that might be taken to give effect to recommendations

concerning the treatment of private capital invested in foreign countries.

One effort in this direction is the International Code prepared by the

International Chamber of Commerce3/ as an aid in removing many impediments to

International Chamber of Commerce: Fair treatment for foreign investments 
International Code - Brochure 129 - August 1949.
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premise that the only

countries" .

~oreign investment} such as political insecurity, exchange control, inconvertibility

of cl1rrencies, expropriation and nationalization policies etc.

For this purpose the Code provides for "the provision of civil, legal

and fiscal safeguards" (Preamble). One of its most important provisions

appears in article 11: "The property of investors who are nationals of the

other High Contracting Parties shall in no circumstances be liablç to measures

of expropriation or dispossession except in accordance with the appropriate

legal procedure and with fair compensation according to international law":

Along these same lines, the recent Economie Conference of Westminster of

the European Movement adopted a resolution providing specifically that

"voluntarily invested capital must be guaranteed as far as possible against.
expropriation without fair compensation, in order to encourage private

initiative to the full". 4/
On the other hand, the under-developed countries shn'lJd, of course, be

given certain guarantees with regard to private capital investments so as ta

prevent such investments from being accompanied or followed by any kind of

direct or indirect political interfere:::.,~e or serving as a basis for anti

social exploitation.

4. Under-developed countries

The renort of the Committee of Nine is based on the...
beneficiaries of the fund would be the "under-developed

The Belgian Government has wondered to what extent it might be desirable

ta broaden this fundamental concept.

There are some count·~ ~es which must undoubtedly be regarded as under

developed although from the scientific viewpoint, which is indispensable in such

matters, none of the definitions of "under-developed country" thus far given is

entirely free from ambiguity.

Widely differing conditions do, hovœver, exist:

One or more regions of a country may be under-developedj

A group of neighbouring countries may be under-developed or may include

portions of an under-developed area.

4/ ResoJution on expansion of production (seventh paragraph).
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There is accordingly good reason for vTondering whether in the experts'

report and in the statute of any special fund which might be set up the

expression and the notion "under-developed countries" should not be"replaced

by I!under-developed regions Il •

There is, aftel' aIl, no good reason vlhy the fund should not serve under

developed regions just as weIl as under-developed countries. Moreover, the

extension of the fund's services to a group of countries might assist projects

equally favourable to the various nation~l economies and thus pave the way for

complementary action and economic integration. The report itself directly

refers to this possibility "\'Then it states that "among the special types of

project which may be given priority are projects of immediate benefit to

several countries Il (paragraph 101).

However, whether the grants or loans are intended for an under-devèloped

country or for one or more regions of under-developed countries, the persons in

charge of the fund should carefully consider whether the country or countries

in question have themselves made or are making the greatest possible effort to

promote the economic development of the regions concerned.

The experts i report repeatedly streeses this requirement in such passages

as the following:

"The economic development of the under-developed countries must,

first and f.oremost, be the concern of such countries themselves tl

(paragraph 16);

" ... Governments seeking assistance should strive for the effective

mobilization and utilization of their internaI and external resources

for economic development" (paragraph 63);

"An &.pplication, in view of the principle that assistance from

the fund must be supplementary to a country l s own efforts, should also be

accompanied by information sufficient to show that the country has taken,

or is taking, steps to utilize i ts own reso'",.rces for economic development Il

(paragraph 80).
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5. Private cQntributions
1. Pr

III. BELGIAN POSITION ON MORAL AND MATERIAL
SUPPORT FOR THE SPECIAL FUND

One of the criteria adopted is the necessity of giving priority to

"special types of proj ects" (paragraph 100») among which "the following may be

expected to be particularly important: projects designed to increase food

production and thus help relieve the world food shortage; projects relating to

land use arising from measlires of land reform; projects designed to promote

mutually beneficial trade between countries; and projects of immediate benefit

to several countries" (paragraph 101).

The Belgian Government fully endorses the projects listed, but, although

it is aware that the enumeration is not intended to be exhaustive, it proposes

the addition of.projects designed to provide the under-developed courrtries

vdth basic facilities (povœr, transport, public health).

The experts recommend that "the administrators of the fund shou1d be

authorized to accept non-governmenta1 or private contributions in addition to

contributions by Governments" (paragraph 29). Appeals for that purpose would
r•..

also be permitted, and the fiscal incentives provided by Governments would

encourage the flowof such contributions.

Aside from these references, the report makes no mention of contributions

of this type, either as regards the particular purpose for which they might be

used or as regards the control and administration of the fund.

The Be1gian Government feels justified in interpreting this to mean

that private coiltributors of capital would have no statutory power.

It feels, however, that the fund's statute should make specifie reference

to this absence of pr~vate rights.

It
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Use of the fund's resources: criteria to be applied during the initial
phase of its activities

6.

The Belgian Government wishes first to point out that one of Belgium's

economic activities has been the provision of facilities and equipment for

countries in the process of industrialization.
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1. Private Belgian investments abroad

It is not irrelevant to recall th~t up to the First World War.Belgium had

shown a continuing concern for the problems related to the advancement of

states and regions whose development had not benefited from the economic

expansion of the nineteenth century.

Many enterprises were in consequence established abroad with Belgian

capital, and this trend has assumed such proportions that at the outbreak of the

First World War Belgian foreign holdings amounted to approximately 7,000 million

gold francs. 2J
This figure represented. more than 30 per cent'of the ind~strial,

agricUltural and commercial floating capital of the country and more than

13 per cent of its total wealth.

As a result of the steps taken by the Western world after the 1914-1918
war to bring about financial stability, Belgian capital resumed its movement

abroad despite considerable losses incurred mainly because of political events.

Thus, in 1930, a "conservative estimate" put Belgian foreign capital at

50,000 milliop francs,6/ which, taking into account the devaluation of the

Belgian fra.nc, represented a slightly higher level thar: the 1914 mark of

7,000 million gold francs. 7/

In any case, despite the negative influence on savings exerted by

conditions between the two world wars, the Belgian tradition of foreign

investment apparently re~ained active.

5/

6/

7/

F. Baudhuin: Le capital de la Belgique et le rendement de son industrie,
1924, page 66.

F. Baudhuin: "La fortune de la Belgique". Bulletin d'information et de
documentation de la Banque Nationale de Belgique, 25 June 1930, page 439.

In 1930 the Belgian franc was worth 0.144123 in terms of the 1914 franc.
On this basis, foreign holdings in 1930 represented about 7,200 million
gold francs.
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Although the movement of private foreign investment has diminished since

the last world war, its present volume is by no means negligible. at

1948

1·99

1949
1.88

1950
8.85

1951
5. 56a!

19528/
4.07b

/

Go

mi

a/

(in 1,000 million Belgium francs)

Including investments of 1,195 million francs in the Belgian Congo and
Ruanda-Urundi.

ac

ca

st

b/ Including investments of 1,030 million francs in the Belgian Congo and
Ruanda-Urundi.

2. Costs assumed by Belgium in the Belgian Congo and Ruanda-Urundi

Although, generally speaking, the spontaneous movement of Belgian capital

abroad has slackened, Belgain activities in the Congo and Ruanda-Urundi have

never been as extensive as in recent years.

In the Congo, Belgium is merely continuing a policy, the broad outlines

of which were sketched in 1885 in the General Act of the Berlin Conference as

follows: "All powers ... engage themselves to i{atch over the conservation of

the indigenous populations and the amelioration of their moral and material

conditions of existence". In Ruanda-Urundi, Belgium is pursuing a policy

which respects the undertakings originally assumed with regard to the League

of Nations and renewed in 1944 with regard ta the United Nations.

In 1948, the Belgian Government took the initiative in preparing a ten-year

plan of econo~tc and social development for these two separate political

entities, the purpose of which vTas to provide them with a complete system of

public services and ta ensure a harmonious industrial and agricultural

development. The basic purpose of all these measures ~8 to make possible a

substantial improvement in the standard of living of the indigenous inhabitants.

1.
2.
3·
4.
5.
6.

7·

8.
9·

8/ Source: l~nistry of Economie Affairs - Reports on the Belgian economy
from 1948 to 1952. (Figures relate to the Economie Union of Belgium
and Luxembourg. ) 91
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In the plan for the Belgian Congo, Government contributions are estimated

at 25,000 million Belgian francs and private contributions at'30,000 million.

Government investments in Ruanda-Urundi will amount to approximately 3,500

million Belgian francs.

It should be noted that the figures here do not represent budget estimates

accurately computed after a full examination of all the factors involved in

carrying out the projects, but are rather general estimates based on preliminary

studies and thus necessarily incomplete.2I

BELGIAN CONGO

(in millions of francs)

339)
154)
625)
180)
90)

4,385 )
6,100)
1,263 )

964)

1.
2.
3·
4.
5.
6.

7·

8.
9·

Water supply
Indigenous housing
Hygiene and medical facilities
Indigenous education
Immigration and settlers
Transport: water

road
rail
air

Public services:
Town planning and public works 1,200)
Storage and preserving of products 250)
Cartography and geodesy 112) al
Geology and hydrology 25) -
Meteorology 28)
Telecommunications 250)

Electricity
Agricultural development:
Scientific research
Soil conservation
Indigenous agriculture
Indigenous stock-breeding
Fisheries and fish-breeding

1,052 al
1,900
1,978
1,838

586

12,712 al

1,865 al

1,909 al

1,388

25,228

~ Expenditure partially recuperable over the ten-year perio&.

91 Ministry of Colonies. La situation économique du Congo belge en 1952,
page 221.
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RUANDA-URUNDI

(in thousands of francs)

Public health
Education
Social and cultural services
Road transport
Water transport
Air transport
Town planning
Storage and preserving of products
Cartography
Meteorology - telecommunications
Geology
Hydrology
Agriculture
Forestry .
Stock-breeding
Fisheries and fish-breeding
Mining
Water supply
Industrial and commercial development:
Office de valorisation (Development

Board)
Electrification of Ruanda-Urundi

INEAC (Institut national pour l'étude
agronomique du Congo belge)
(Belgian Congo National Institute for
Agronomie Studies)

IRSAC (Institut pour la recherche
scientifique en Afrique centrale)
(Institute for Scientific Research in
Central Africa)

497,656
210,848
67,760

1,025,°70
61,800

161,523
l,500

20,000
61,400
34,623

840
147,045
141,872

2,600
106,506

19,200
9,700

428,645

4,800
300,000

92,550

26,250
3,422,188

Lt,

disbure

in the

Approp:t
authori
and inc
1953

(J

27,796

Source:

al It
es

It

tr8nd.

(in millions of Belgian francs)

The part played by Belgian private capital in investments in the Congo

and Ruanda-Urundi during the last two years for which complete figures are

availablelOI was as fol1ows:

Current and capital expenditure for
foreign investment

of which in the BelgianCongo and Ruanda
Urundi'

i.e.

1951

5,561

1,195

21.48 per cent

1952

4,065

1,030

i.e.25.33 per cent

Tr
Sc

s
Wa
In
Hy
Ag

10/· Ministry of Colonies, op. cit., page 229.
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With regard to public investment, the table below shows commitments and

disbursements under the budget appropriations relating to the ten-year plan

in the Belgian Congo.

A. COMMITMENTS al

Appropriations Before 1951 1951 1952 1953 Total as of (6) In
authorized up to (2) (3) (4) (first six 30 June rela-
and including months) 1953 tion
1953 (5) (6) to

(1) (1)

li
3,033 5,217 4,411 3,091 15,752 56.7 per

1 cent1
c~

! B. DISBURSEMENTS'"f
:i
"t
Ô..

27,796 1,732 2,944 4,283 2,694 11,652 41.9 per
cent

,! Source: Bulletin de la Banque Centrale du Congo belge et du Ruanda-Urundi,
J October 1953, No. 10, page 328.

al It should be noted that some of the figures shown are approximate or
estimated.

It will be noted that these data generally reflect an extremely favourable

tr3nd. In Ruanda-Urundi the Plan was first put into operation in 1952:

Francs

Transport
Scientific equipment and public
services

Water supply
Indigenous education
Hygiene and medical facilities
Agricu1tural deVelopment

TOTAL

101,970,000

121,789,000
83,754,000
60,160,000
10,780,000
32,408,000

410,861,000

.'"
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It is thus apparent that in performing the duties which it has assumed or

with which it has been entrusted, Belgium clearly adopts a-very liberal

policy towards the economic and social interests of the indigenous peoples.

It is likewise apparent that that policy closely adheres to the programmes

and recommendations repeatedly put forth by specialized international agencies

with a view to the economic development of the under-developed countries.

Belgium, after all, is only continuing the efforts initiated in the Co~go

in 1908 and in Ruanda-Urundi in 1919.
The efforts which Belgium has made and proposes to make are obviously

likely to restrict its capacity to contribute to new organizations such as

the special fund.

Nevertheless, Belgian public opinion is sympathetically disposed towards

any concrete measures which might promote general world development. Very

recentlyll/ th~ Belgian Benate, having been apprised of the agreement concluded

under United Nations auspices between Norway and India, adopted a resolution

expressing the wish "that the Government, in co-operation with the competent

United Nations organs, should study the possibility of or&anizing a special--.
programme for the benefit of economically under-developed countries lt

•

The Government, without taking any final position on this resolution,

considers, in the light of the general principles which it has developed, that

this form of assistance offers numerous advantages and merits consideration.

3. Financial burdens resulting from rearmament

The international responsibilities devolving on Belgium are not confined

to those which it has assumed in the Belgian Congo and Ruanda-Urundi.

World political developments have constrained it to divert to non

productive expenditure substantial resources which, as it is well aware, could

be devoted to more desirable ends.

It is nevertheless quite clear that the international situation, which

obliges Belgium to devote each year to rearmament an amount equal to one-fifth

of its ordinary and extraordinary budgets is notof its own making.

11/ On 2 December 1953.
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This state of affairs is regrettable for a wxmber of reasons. Besides

diverting substantial resources to unproductive ends, it obliges the State to

impose a strict fiscal policy. Such measures have inevitable repercussions on

the supply of ,'apital available to the private sector, which predominates in

the national economy.

Belgium, in common with all other states, would be highly gratified by

circumstances which, by diminishing or even suppressing the causes of the

unsatisfactory international situation, would provide not only a fresh and

effective impetus to ~ts own development but also an opportunity for

increased co-operation in international efforts for the development of the

under-develaped countries, including the Belgian Congo and Ruanda-Urundi.

4. European integration
.

Belgium has likewise joined in the movement which, since the end of the

Second World War, has tended towards progressive European integration.

A considerable number of social, political and economic arguments

militate in favour of such an undertaking.

Side by side with government action, private circles have also evinced an

interest in the problem. The second European economic conference at Westminster

devoted a substantial part of its work to an exmination of this question, as

shown by the resolutions adopted.

The p~pose of investment was there stated in its dual aspect as follows:

(a) "In Europe, the purpose of such investment is to raise the general

level of productivity, to meet the most urgent social needs, especially

by building houses, and to contribute to the economic development of

those European countries which have not yet reached the standard of

living of the other Wester!1 nations";

(b) Hln the overseas territories, European countries should continue

to provide a considerable volume of investment with a view to

increasing the standard of living of the population and t~us aspociating

them às closely and effectively as possible in the task of European

co-operation" (resolution on investments, item 2, paragraphs 2 and 3).
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It was in that spirit that the same resolution expressed the desirability

of establishing, under OEEC auspcies, a "European Investment Institute", the

functions of which would be:

"To put forward plans for investments whi(lh are of common interest;

"To eliminate obstacles in the way of common action in iuvestments,

. e.g. measures of double taxation, the difficu~ty of transferring capital

and dividends, discriminatory measures with regard to laws rela~ing ta

foreigners and to domicile, to commercial undertakings and limited companies,

interna~ional law and fiduciary issues".

The Instï.tute would study:

(a) The advisability of establishing an organization such as a

European Investment Bank, together with the functions with which

i t would be entrustedj

(b) The advantages which might arise from an international code for

European limited companies, a European institute for providing

guarante~~~s for investors, or "external investment trusts fi.

It should be stressed that the Conference also expressed the desire that

special attention should be given to certain European countries on the

Mediterranean whose economic situation is particularly serious. According

to the Conference, exhaustive study of that situation would soon reveal the

need for establishing, for the benefit of those countries, a solidarity fund,

"with speedy aid, which would enable them to achieve their economic development".

Consequently , the progref?s already made in the preliminary studies

obliges Belgium to provide for eventual participation in such European

organizations as might be set up to provide for certain investments.

5. Level of domestic investment

The Belgian Government feels justified in showing concern for the continued

development of its national economy. This means that it must not only give

attention to problems which require its assistance but also anticipate the

economic ills which might result from a substantial reduction in arms

ex:penditure.
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The measures which it has adopted or might adopt have been explained in

detail in its replies to:

The questionnaire on full employment, the balance of payments and

economic development;

Economie and Social rCouncil resolution 483 (XVI).

It will be observed, however, that in its endeavours to provide for a

constant increase in the national income, on which full particulars are not yet

available, Belgium ten~g to lag in domestic investment, as evidenced by the

numbers of unemployed.

Assessed at current priees, the total value of gross investment (excluding

stocks) "seems to have reached 65;900 million francs in 1952, as against

59,600 million francs in 1951", which represents an increase of 6,300 million

francs. Nine-tenths· of thls increase is the result of heavier çxpenditùre on

military equipment. Thus, Iithe participation of the public sector in total

investment" is constantly on the increase:J,.2/

1950 .......••. 30.8 per cent

1951 .•........ 31.9 p~r cent

1952 ..•....... 38.1 per cent

Consequently , many of the measures decided upon or envisaged by the

Government are aimed at promoting private domestic investment.

The Government must in addition carefully husband the resources which

in the event of a sharp recession would, through an appropriate public investment

policy, enable it to anticipate or remedy a decline in total demande

IV. CONCLUSIONS

On the basis of the general principles explained in the first part of

this note and of a long and ever-l~vely tradition of active and constructive

participation in the development of areas undergoing·modernization, the Belgian

Government feels bound, from the moral vie~oint, to give an affirmative

answer to the request for its.support in the elaboration of a general policy
, ,

. 1
and international measures for promoting the economic and social advancement

of under-developed areas.

12/ Mlnistry for Economie Affairs. L!Economie belge en 1952, page 275.
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. With regard in part±cular to the proposed special fund, the Belgian

Government is therefore prepared to offer its support if the fund is

established in accordance with the conclusions of the report of the Committee of

Nine and with the conditions laid dO\fn in the second part of this reply, which

are reviewed, clarified and supplemented below.

It is, of course, understood that Belgiumfs adherence to the special fund

will become effective only if at least twenty-nine other states (as provided

in the report) accede thereto on the same general conditions. Those twenty

nine States should obviously include the principal industrial countries, and

in any event the United States of America. The effect of American policy on

the world economic and financial situation is in fact so great that, at least

in the opinion of the Belgian Government, the fund would not be fully effective

without United States support. That is a question of facto

Moreover, a minority of the world fs industrial potential could not

conceivably be regarded as capable of alone meeting the development requirements

to be pravided through the special fund.

.Since the Government firmly adheres to the principle, as proposed by the

experts', that contributions should be of a "voluntaryll nature, Belgium t s

material contribution would be determined with regard to the following factors,

the importance of which has been amply justified in this note:

(1) The advisability of permitting a reasonable volume of private

investment along vdt~ the other forms of financing the under-developed

areas. The Belgian Government feels that it has demonstrated the need

for setting up a comprehensive system which would appeal to aIl possible

forms of investment. In this connexion, consideration should be given ta

the needs of the proposed international finance corporation, to the

desirability of bilateral agreements, and to direct investment of

private capital (subject, as stated above, to the adoption of a code

not only to protect the under-developed peoples against political

interference and economic exploitation, but also to safeguard the

capital invested and income it yields).

(2) The duty , in line with Belgian policy, to accord priority in economic and

social development to the peoples of the Belgian Corgo and Ruanda-Urundi.

thE
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(3) The trend of expenditure on armarnents (Belgium supported General

Assembly resolution 724 A (VIII), according to which a rortion of the

savings achieved through disarmarnent would be devoted to assist the

under-developed countries in the manner evisaged by that resolution).

(4) The possibility of a concerted effort by European countries to

assist under-developed or disaster-stricken areas in Europe itself.

(5) The need to provide for the investment required for economic and

financial stability and a higher level of employment in Belgium itself,

as has in fact been advocated by international agencies specializing

in the economic field.

(6) The Economie Union of Belgium and Luxembourg is now a substantial

creditor vdthin the European Payments Union, to the extent of over

230 million units of account (dollars).

These are the factors which will necessarily influence the Belgian

Government in determining its contribution to the special fund. Apart from

these factors, the contribution would, by reason of Constitutional provisions,

have to be voted annually by Parliament.

The Belgian Government's adherence to the special fund would also be

subject to the following functional conditions deriving generally from the

report of the~Committee of Nine:

1. Contributions should be voluntary and annual (it being, of course,

understood that every effort must be made ta enable the fund to plan

sufficiently far into the future).

2. The Belgian francs placed at the disposal of the füL~d will not be

convertible without the consent of the Belgian Government and mayas

necessary be restricted, on the Belgian market, to the purchase of

specifie commodities which, of course, will be of value ta an investment

plan approved by the special fund and be sold on normal terms.

3. The fund should be a supplementary form of finance to be employed

only when the other financial aids within the system of which it is a

part have ~been shown to be inappropriate.

4. If private subscriptions to the fund are allowed, they should not

confer any statutory power as regards the administration of the fund.

The Belgian Government feels, however, that private subscriptions should

ordinarily be confined to the other forms of financing.
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5. The fund should specialize in investments which are not directly

self-liquidating, whether basic investments as referred to in this note

or investments supplementing basic investments.

6. Assistance from the fund should take the form of grants or loans

made on special conditions consistent with the social purpose of such

assistance and distinguishing the f.und from agencies granting credit

on "commercialt! or ordinary financial terms.

7. The establishment of the fund must not contribute to the development

of an international bureaucracy but must be organically, or at least

functionally, integrated with existing bodies. In any event, the

Belgian Government urges that this aspect of the question, which was

not adequately treated by the experts, should be examined.

8. The Belgian Government considers that the fund should have power

to prevent the adoption by countries receiving investment assistance

of an exaggerated protectionist policy for their incipient inudstries.

Such a policy would cause the fund to be a restrictive element in

international trade. The Belgian Government furthermore concurs with

the recommendation of the experts that Governments wishing to receive

assistance from the fund t!should, within the framework of their general

economic policies, develop fiscal and monetary policies adequate for

their needs, and should endeavour to keep inflationary pressures under

controlt! (paragraph 63).

The Belgian Government feels that it has thus given a clear and constructive

reply te the two questions contained in General Assembly reselution 724 B (VIII)

of 7 December 1953.
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2. BOLIVIA

20 JanJ.ary 1954

Original: Spanish

The Ministry for Foreign Affairs presents its compliments to the

Secretary-General of the United Nations and has the honour to refer to his

note ECA/170/10/02 (1) of 23 December, concerning resolution 724 B (VIII),

entitled "Economic development of under-developed cC'untries lt
, adopted by the

General Assembly at its .eighth session, on 7 December.

The Ministry for Foreign Affairs has noted that that resolution deals

with the establishment of a special fund for grants-in-aid and for low-interest,

long-term loans.

The Ministry for Foreign Affairs wiehes to inform the Secretary-General of

the United Nations in this connexion that the Supreme Governrùent, which is

anxious to bring about a diversification of national production, will transmit

its comments on the recommendations contained in the report of the Committee of

Nine. Bolivia feels bound to lend its full moral support, as it is one of the

less-developed countries and stands in urgent need of international co-operation

to develop its vast natural resources.

The Ministry for Foreign Affairs, in response to the Secretary-Generalts

request, is drawing the attention of the bodies concerned to his note

ECA/170/10/02 (1), resolution 724 B (VIII) and the above-mentioned report (E/2381),

in order that they may make their respective comments before 31 March of this

year.



~. CANADA..,

29 March 1954

The Secretary of State for External Affairs presents his compliments to the

Secretary-General of the United Nations and has the honour to refer to the

SecretarY-Generalts note ECAj170jlOj02 (I) of 23 December 1953, requesting,

in accordance witli General Assembly resolution 724 B (VIII), the detailed

comments of the Canadian Government both on the recommendations with respect to

a special United Nations fund for economic development, contained in the report

of the Committee of Nine (Ej2381, 18 March 1953), and on the degree of moral

and material support which may be expected from the Canadian Government for such

a fund.

2. Canadals interest in the economic development of the economically less

developed c6untries of the world is well known. The real assistance which Canada

has given, and is giving] to help these countries in their own efforts to

improve economic conditions an~ the standard of living of their peoples is a

matter of record. The contributions which Canada has made through the

International Bank for Reconstruction and Development, the United Nations

Technica1 Assistance Programmes, the Colombo Plan and United Nations

reconstruction and relief programmes are tangible evidence of the concern of

the Canadian people for the betterment of the economically less well developed

countries of the world. These substantial contributions have been provided at

a time when heavy calls are being made on available Canadian resources for

domestic develop~ent and for necessary defence purposes.

3. As recognized by the, General Assembly in resolution 520A (VI), "the

economic development of under-developed countries depends.primarily upon the

efforts of the peoples of those countries". At the ~ame t~me, it is clear that

these countries are not able to mobilize sufficient resources to carry out their

development at a desirable rate, and that sorne external help is necessary. It

is also clear that in existing conditions-the required amount of external

assistance is not being provided by a natural flow of private investment from

other countries. In the circumstances the Government of Canada has wished to

help, and has made appropriate contributions through existing agencies and
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programmes. It is recogn~zed that much remains to be done in co-operation

with the under-developed countries to improve their standards of living.

Accordingly, the Canadian Government is in prinéiple prepared to join with

other countries in a position to help, in support of the eventual establishment

of an international development fund. In this connexion,. it will be recalled

that, on 26 October 1953, the Canadian representative stated in the debate on

economic development in the Second Committee of the General Assembly, "we

recognize the desirability when the time is ripe of establishing some form of

international fund within the framework of the United Nations to give further

assistance to the financing of development in parts of the world where this is

necessary". To this end, Canada joined with others in support of the Declaration,

contained in resolution 724 A (VIII), whereby the Members undertook to ask

their peoples} when sufficient progress has been made in internationally

supervised world-wide disarmament, to devote a portion of the savings achieved

through such disarmament to an international fund, within the framework of

the United Nations, to assist development and reconstruction in under-developed

countries.

4. In the light of the discussion of the proposals for an international

development fund at recent sessions of the General Assembly, and in the

Economie and Social Council, the Canadian Government has carefully considered

whether the time appears yet to be propitious for the establishment of a fund

of this.kind. In this connexion, note has been taken of the considerable

urgency which many Member Governments attach to this question. In its study

of this important matter, the Canadian Government has come to the conclusion

that i t would be practicable and worth while for a fund to be set up only when

the countries mainly concerned are prepared to make resources available,

additional to those already being channelled to the under-developed countries to

assist their development. It ~ould seem doubtful that the under-developed

countries would themselves wish to see funds diverted to an untried special

fund at the expense of the ass istance .which is now being effect.ively ~given

through the International Bank, the United Nations technical'assistance

programmes; the specialized agencies, and under the Colombo Plan and other

bilateral programmes.
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5. Latterly) most of the countries which might be expected to make the major

contributions have indicated that they are not yet willing or in a position to

provide s~bstantial new resources for an international development fund. Until

eireumstanees) including progress in disarmament) are such that these countries

are able to provide such additional resources) on a scale which would make the

operations of an international development fund worth while) the Canadian

Government eonsiders that it would be inadvisable to set up sueh a fund) and

would not itself be prepared to contribute thereto. The Canadian Government is)

of course) continuing to contribute to the development of the materially under

developed countries of the world through the existing channels.

6. The decision about the amount of resources which can be devoted to assistance

for the under-developed countries must rest primarily with the countries

providing such resources. There would appear to be a danger that efforts made

to persuade countries to contribute additional resources to an international

,development fund before such countries are themselves prepared and able to do

so) may prejudice the good,dll and support which now exist for the eventual .

establishment of an international development fund.

7. Other factors besides the provision of external financial assistance are)

of course) of great importance in the field of development. To be most useful)

such aid should be accompanied by the further improvement and development of

sound·fin~ncial and commercial policies) weIl conceived investment programmes)

equitable and efficient_ tax systems) mobilization of domestic savings and

efficient administration. To the extent that progress is made in these fields

by the less-developed countries and to the extent they are prepared to forge

ahead in their development by their own efforts) the outlook for a natural flow

of private investment from other countries and for further grant and loan

assistance through existing channels) or through the proposed international

development fund, will be improved.

REPORT OF THE COMMITTEE OF NlNE

8. The Canadian Government does not believe that at this stage, when the

circumstances in which a special fund may eventually be expected to operate

cannot be foreseen) it would be'useful to comment in detail on aIl the many
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recommendations contained in the report of the Committee of Nine. Nevertheless,

there are certain preliminary observations of a more or les8 general character

which can be made at this time. These observations are submitted without

prejudice to any co.mments and suggestions which the Canadian Goverrrment may wish

to make on the structure, organizatian and administration of any fund, at a future

time, when more 1e known about the conditions which may prevail when such a fund

may be established. The fact that observations are not submitted on many of

the individual recommendations in the repc:::-tshould not be taken to mean that

the Canadian Governme~t necessarily agrees ~~th such recammendations. Moreover,

it should be understood that in making tpp ~ollowing comments the Ganadian

Goverrrment is in no sense committed to the pa~ticular type of fund proposed by

the Committee.

Na,ture of contributions to the ope~ational budget

9. It is agreed that contributions to the operational budget of any

international development fund should be voluntary and pledged by governments

according to their G'Wll assesSInent of their ab111 ty to contribute. In determining

the size of its contribution to such a fund, the Canadian Government would

necessarily have regard, not only to its ecdnomic capacity, to the savings which

may result from rAductions in defence expenditure and to the other high priority

c1aims on its resources, but a1so to the degree of material support which other

contributing and receiving countries are prepared to accord to a fund and to

devote ta development generally. There 'WOuld be no objection to an international

developrnent fund accepting non-governmenta.l contributions, and appealing for

auch contributions.

Initial minimum of operationa1 resources

10. It is agreed that an international development fund should not be established

until a minimum amount which would per.mit the financing of initial operations at a

!'6asonabla level has bean pledgeè. by contributing countries and a substantial
, -

portion of such amount can be made freely available to the fund. It is coneidered

that the precise amount which should be regarded as the necessary miniInum could be

better judged Gloser to the time when a fund is likely to be brought iuta being.
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Principles and policies concerning governments to be assisted by a fund

Principles and policies concerning the operations of a fund

It would appear inadvisable for a fund to be established until most of the

countries which might be expected to contribute have signified their willingness

to do so on an adequate scale.
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It is not considered that these objectives would bedevelopment programme.

which raises the welfare of the population as a whole.

secured if the relationship of the recipient governments to individual schemes

was only financial participation in "related projects, or in other sectors of

economic developmentll •

12. It is agreed that assistance from a fund should be given only to Governments

and only on the requests of such Governments. In the allocation of fund

resources considerations relating to the political structure of the country

requesting assistance or to the race or religion of its inhabitants should,

of course, not be a factor. It ought, however, to be recognized that a fund

should not be expected to provide resources for the development of a country

where conditions are so unstable that the effective execution of projects for

which aid has been requested would be jeopardized.

13. The report of the Committee of Nine suggests that the operations of an

international development fund should be directed towards economic development

Il. In general, the suggestions made under this heading are acceptable.

However, with respect to the recommendation in paragraph 80, it is thought that

recipient Governments might be expected to provide an appropriate part of the

finance for each of the projects assisted from the fund. In the Canadian view,

Governments receiving assistance should participate financially in each scheme

for which aid is to be provided in order to emphasize the co-operative nature

of the activities of the fund, to facilitate relations with the local authorities

and to emphasi'ze that the particular project is regarded as urgent and important

by the recipient country and forms part of a consistent and integrated

would be important, from the point of view of the permanent and fundamental

improvement of conditions in under-developed countries, that emphasis be placed

on projects which would bring about increases in productivity.
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14. As is pointed out in paragraph 67 of the report, the assistance to be

provided by an international development fund should be considered as

supplementary to the domestic resources of the assisted countries and to the

external aid they may be able to obtain from other cha~els, including the flow

of both private and public capital. It is agreed, therefore, that before

providing assistance, the management of a fund should re~uire evidence that

other means of external financing are either inappropriate or unobtainable.

While the administration of this re~uirement should not impose on re~uesting

countries undue delays or undue burdens of proof, the management of a funëL should

satisfy itself in each case that its resources are not used for projects which

could more appropriately be financed from other sources. Similarly, while it

is aceepted that excessive standards of performance by recipient Governments

should not be established as a ~ualification for assistance, nevertheless, every

care should be taken to ensure that any resources to be made available by a fund

are usad to good effect.

Distribution of resourqes among governments

15. It is considered that the main criterion governing the allocation of

resources among Governments should be the relative merit of and the need for

the individual projects for which assistance is requested. It is not thought

that any partieular priority should be given to the selection of projects yielding

early results, for the particular purpose of demonstrating the value of a fund.

Moreover, while appropriate weight should be given to reasonable geographic

balance in allocating resources, it is not considered that this factor should in

any way be deei8ive in the approval of specifie projects. The Canadian

Government agrees that a fund should have authority, when its assistance gives

rise to the reeeipt of revenue by the recipient Government, to require the

deposit of sueh funds in a special eounterpart account to be used for the

further economic development of the assisted country. It also agrees that the

disposaI of any such eounterpart fund should be agreed upon between the

assisted Government and the fund.
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Distributïon of the fundfs resources among grants and loans

16. It is not desired at present to express final views on whether an

international fund should be empowered to make both gr~~ts and low-interest

long-term loans or whether its assistance should be by way of grants alone.

There would appear, however, to be some doubt about the de8irability of loans of

this kind being extended by the proposed fund and it is suggested that at some

stage the views of the International Bank should be sought on this question,

and given considerable weight in any decision which may eventually be taken.

17. If it is finally decided that an international fund should provide special

term loans as weIl as g~ants, it is thought that sueh loans should be considered
1

only when the management of the fund is satisfied that the necessary money cannot

be raised in capital markets in the or~dinary way, and that the project is not

regarded as ttbankablelf by the International Bank on normal terms. Moreover,

it may be that if low-interest, long-term loans are to be extended by an

international fund, they should be arranged in consultation with the International

Bank. The suggestions made in the report of the Committee of Nine for

variations of the terms of loans, deferment of payments, etc. would appear to

be unduly liberal, particularly for low-interest, long-term loans. It would

seem desirable to avoid the uncertainties and administrative difficulties which

would result from constant renegotiation of loan terms or other adjustments

which in practice might tend virtually to convert such loans into grant assistance.

Moreover, the suggested readjustment of the terms of loans extended by the

proposed fund might weIl havA the undesirable effect of reducing the seriousness

with which international loan obligations generally are regarded. For aIl

these reasons it is considered that, once the terms of a loan had been establishe~

including rates of interest, amortization periods and schedules, periods of grace

and currency transfer, these. terms should not be varied except in the most un~sual

and unexpected circumstances.

18. It is agreed that any loans to be made by a fund should not contain automatic

waiver clauses to be unilaterally invoked by assisted Governments.
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MembeTship of the special fund

19. It is suggested that further consideration be glven to the advisability of

extendingmembership in a fund to countries which are neither members of the

United Nations nor of any of the United Nations specialized agencies. It is

agre~d that a country should not be eligible for assistance from an international

fund unless its payments to the administrative budget of suct a fund and any

pledges to the operational budget have bèen fulfilled.

Structure, control and administration of a fund
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1 20. The proposaIs made in the report of the Committee of Nine with respect to

the structure, control and administration of the proposed international

development fund have been studied with interest. These important ~uestions

will re~uire the most careful consideration between now and the time when it is

generally accepted that the conditions are right for the establishment of such a

fund. Various ways of setting up and controlling an international fund should

be examined and, in this connexion, it is hoped that the views of the International

Barut, whichèas ha~ considerable experience in the field of financing economic
, .

development, will bè sought. The United Nations might wish to explore the

possibility of having a fund of the kind under consideration administered by the

International Bank, if a suitable procedure could be worked out which would be

consistent with the other functions of the Bank.

21. Whatever decision may eventually be taken about the structure of a fund

and the responsibility for its administration, it is considered that the

contributing countries should be given a voice in the allocation of the fundts'

reSOUrC8G, and in other major policy decisioDS, bearing some relation to the

extent of their support for the fund. The Canadian Government would not wish at

this stage to suggest the precise forro in which the respective responsibilities

of contributing and recipient Governments should be reflected in the control of

a fund, but it would point out ttat, 'unless the system lS such that the views of

the major contributing countries were ade~uate~y taken into account~in important

matters, the willingness of such countries to support, or to continue to support,

an international development fund might be'seriously impaired.



A/2646
English
Page 34

4. CHlLE

30 March 1954

Original: Spanish

l have the honour to inform you that my Government makes the following

observations cn the 8ecretariat's note ECA/170jlOj02(1) of 23 December 1953.

The contents of resolution-724 B (VIII), approved by the General Assembly

on 7 December 1953, which deals with the establishment of a special fund for

grants-in-aid and low-interest long-term loans, have been noted with great

interest.

In pursuance of the second paragraph of that r-esolution, this Government

wishes to state that, in its view, after the debate at the last General Assembly

on the full report of the Committee of Nine and the valuable opinions expressed

in the Second!)conomic and Financial)CGmmittee on the usefulness and expediency

of establishing the special fund, there is no further room for discussion

on the subject.

We consider that aIl the preliminary formalities and empirical studies

in connexion therewith have been completed. The next step should consequently

be the preparation and drafting of the statute of the special fund, with a

view ta the irrmediate initiation of consultations with the governments concerned

with regard to the formation of its initial capital.

The Chilean Government considers that the proposed special fund would

satisfy a need of the under-developed countries, by supplying them with sufficient

long-term low-interest capital to undertake and finance public utility services

which, although not producing an immediate return, would tend to raise the

standard of living of the inhabitants.

Moreover, the Chilean Government feels that the special fund, being

conce:i.ved in a true spirit of international solidarity, will be a positive

instrument instituted in accordance with the just provisions of the United
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Nations Charter, and therefore once more repeats its full support for its

establishment.

Accordingly, the Chilean Government, while reserving its right to make

further observations, should it deem necessary, considers that the next step

in the matter should be that indicated above.

(Signed) Rudecindo ORTEGA

Ambassador,
Permanent Representative of Chile

to the United Nations

...
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5· DENMARK~/

The Danish Government has considered the recommendations contained in

the report of the Committee of Nine for establishment of a llspecial United

Nations fund for economic development ll to finance the economic development

of under-developed countries.

1. The Danish Government agrees that economic support of the under-developed.
countries is of crucial importance, not ooly in the light of humanitarian

principles but also because higher levels of production and standards of

living in those countries may cont~ibute materially to the prosperity of the

world as a whole and to the liberalization of trade. The Danish Government

believes that a realization of the proposal, which may be ~xpected to result

in an increased flow of capital into under-developed countries, will be

instrumental in promoting the economic development of the countries involved.

The Danish Government would welcome an early realization of the proposal.

2. The proposed initial minimum of the operational resources of the special

fund is considered adequate, but the Danish Government feels that it will be

necessary gradually to expand the operations of the special fund very

considerably.

Denmark is not normally a capital-exporting country, but the Danish

Government hopes nevertheless to be able to make a financial contribution

towards the eetablishment of the special fund.

3. As stated above, the Danish Government is of the opinion th~t the

~stablishment of SUNFED should not be postponed. It is neither found

necess~ry nor desir~ble to await a general decli~e in defence expenditures.

The propoBed sum of $250 million represents only an infinitesimal fraction

of the total annual defence expenditure. A greater effort to assist the

under-developed cOUntries may in itself help to relieve international tension,

thereby paving the way for a reduction of the defence expenditure.

Received under coyer of a note verbale from the Permanent Delegation of
Denmark to the United Nations, dated 13 April 1954. ~
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4. In its recommendations the Committee of Nine proposes that contributions

to the operational budget of the fund be made in the for.m of deposits of

local currencies, to be convertible into other currencies only to the extent

that governments permit such conversion. The Danish Government feels that,

as a general rule, the contributions of countries which are not in balance

of payments difficulties should be convertible into other currencies with a

view to encouraging international competition and relieving the dollar

shortage.

5. In the opinion of the Danish Government, it is of decisive importance

that the operation of the fund should aim at furthering the international

division of labour and not at developing economic self-sufficiency in the

under-developed countries by establishing domestic production in fields which,

in the long run, would be dependent on protection from foreign competition.

It will probably not be possible to ensure full adherence to this principle

through the fund's own examinations of concrete applications for loans, because

capital made available by the fund could accommodate other capital expenditure

for purposes which would be found detrimental to the promotion of the free flow

of international trade.

It would therefore be desirable that countries receiving support from.
the fund undertake to adhere to certain general principles in shaping their

trade policies and economic policies, for instance, by joining the General

Agreement on Tariffs and Tradè, which in connexion with its coming revision

could be modified with a view thereto.

6. The Danish Government favours the establishment of the specialfund as

a separate organization within the framework of the United Nations, working

in close co-operation with other United Nations agencies, notably the

International Bank for Reconstruction and Development and the United Nations

Technical Assistance Board.
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68 HONDURAS

18 February 1954

Original: Spanish

l have the honour to refer to our previous correspondence and to transmit

to you the following note:

"Department of Finance, Public Credit and Commerce. Republic of Honduras,

No. 337-Tegucigalpa, D.C., 16 February 1954.

"I have the honour to refer to your esteemed communication No. 315-70-AG

of 26 January, containing the text of a note in which the Secretary-General

of the United Nations invites our comments on the recommendations referred to

in paragraph 2 of the operative part of resolution 724 B (VIII), adopted by

the United Nations General Assembly at its meeting of 7 December 1953, and

referring to the degree of moral and material support which may be expected

from us for the establishment of a special fund for grants-in-aid and for

low-interest, long-ter.m loans to under-developed countries. The Secretary

General announces that the President of the Economie and Social Council,

Mr. Raymond Scheyven, has been appointed to examine and collate the comments

received and requests that a reply to his note should be forwarded before

31 March. Sinee it is improbable that an international finance corporation

of a type similar to the International Bank for Reconstruction and Development

will be set up, there is little doubt that this alternative plan would be

extreme!.y beneficial to countries such as Honduras, which are just beginning to

expedite their economic development. Naturally, the success of the proposed

special fund will depend on the financial support which the more powerful

governments in the United Nations, particularly that of the United States of

America, are able to provide. Honduras i6 convinced of the advantages which

such a plan could bestow upon it and other countries of small national income,

for which reason there seems little need to go into the reasons for the

establishment of the special fund in detail. Although entirely voluntary, the

contributions of subscriber countries should be based, as suggested in the
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report of the Committee of Nine, on the economic strength and resources of

each one. Owing to the lack of adequate statistics on this matter, it is

very difficult to apply such a criterion and to determine exactly the relation

which the contribution of Honduras should bear to that of other countries.

This Department accordingly takes the liberty of proposing that the same

criterion might be applied as was applied in determining the contributions

of Honduras to the International Monetary Fund and the International Bank for

Reconstruction and Development. Honduras subscribed to the Fund approximately

.033 of l per cent of the total capital, and, to the Bank, a percentage of

barely .013 of l per cent. Bince the estimated resources of the special fund

for economic development are to be 250 million dollars for the first few years,

the contribution of Honduras wou1d be between 65,000.00 and 165,000.00 1empiraa,

depending on whether the system followed was tbat used in respect of the

International Bank or that in respect of the Monetary Fund. According to the

principle established by the report, only one-quarter of the amounts pledged

should be paid in the initial two-year period, and payments may be made in

national currency. Although the report of the Committee of Nine provides

for continuing support of the special fund, it is doubtful whether Honduras

should undertake to pay further contributions after it has paid the amount

pledged in toto. It is almost certain, moreover, that our country would

derive greater benefit, either in grants-in-aid or in'loans, than would be

represented by the amount which it pledged, always provided that it is prepared

to carry out projects designed to expedite its economic development. In

conclusion, this Department thinks that Honduras should give full support to

the establishment of the special fund and should inform the United Nations

of its desire to contribute at least (L.50,000.00) fifty thousand lempiras.

M.A. BATRES, to the Minister of Foreign Affairs".

(Signed) J. E. VALENZUELA
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7. INDIA

26 March 1954

The Minister for Externa1 Affairs presents his compliments to the

Secretary-General of the, United Nations and with reference to his note

No. ECA 170/10/02(1), dated 23 December 1953, has the honour to say that

the Government of India, whi1e continuing to support the basic princip1es

and objectives of the fund, do not think it would serve any purpose to

offer detailed comments on the scheme at this stage and would look forward

to the emergence of the favourable conditions referred to in the preamblej

when it is found possible to make a beginning with the project, they would be

wi11ing to make a reasonable contribution to the fund.
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Original: Italian

With reference to resolution 624 which was adopted by the General Assembly

of the United Nations in December 1952 and which r~cognized over-population

and sparseness of population as factors retarding economic development and

recommended that the United Nations and the specializ~d agencies should continue

their 2 n tive co-operation with a view to facilitating, within their own
~

special fields of competence, the transfer and technical training of emigrants

both in the country of.emigration and in the country of immigration;

Having taken note of 'document E/2381 containing the report of the nine

experts on the establishment of a special United Nations fund for the economic

development of under-developed areas;

In conformity with General Assembly resolution 724 B (VIII) which invites

Governments of States Members of the United Nations and of the specialized

agencies to transmit to the Secretary-General their detailed comments both

on the recommendations contained in document E/2381 and on the degree of

moral and material support which may be expected from them for such a fund;.
The Italian Government has the honour to submit the following comments:

1. Generally speaking, the establishment and functioning of the

special fund and of the international finance corporation are of concern to

Italy and indeed to every other member of the international community.

It is now generally accepted that any attempt to develop the under

developed countries also benefits countries with more advanced economies, since

it increases international purchasing power, facilitates the marketing of

industrial production, makes the sources of raw material more accessible and

raises the lèvel of national income and employment everywhere.

Italy, asa country which has traditionally been a supplier for "semi

developed tl countries, would particularly benefit from a process of economic

development in areas which are now completely or almost completely undeveloped,

especially since the general economic development of the und~r-developed areas

Wight weIl encourage the migratory trends imp1icit1y recommended in the above

mentioned General Assembly resolution 624.

!I Re~eived under cover of a note verbale from the Italian Representative to the
United Nations, dated 12 April 1954.
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2. The problem of the economic development of the under-developed areas

is essentially one of long-term financing, and for that purpose it would

appear extremely useful to establish international financial institutions

not administered according to inflexible banking criteria. Moreover,

according to the spirit of resolution 625 (VII) on land reform,_ adopted by

the General Assembly on 21 December 1952, economic development plans for the

under-developed areas should give a large place to agricultural settlement

schemes. As such schemes require heavy investments of a social nature and

thus cannot yield significant profits to investors, they cannot be financed

with private capital, which tends to be invested according to the laws of

economies.

3. The Italian Government agrees with the principle expressed in

document E/2381 that the special fund should utiltze the services of the

United Nations and the advice of the Technical Assistance Administration, which

is already experienced in its particular field. Thus, the new organization

would not be burdened with excessive administrative costs that would indirectly

raise the rate of interest on the capital contributed.

4. In order to encourage further the adoption of measures to stimulate

the free exchange of labour and goods, it is felt that priority shou~d be given

to the establishment of the special fund (financed from public capital) before

the' finance corporation (financed from private capital), since the former

would likely clear the way for increased private capital investment in the

under-developed areas.

5. The special fund should be guaranteed absolute immunity from

political pressure and interference which might entail discrimination against

certain countries.

6. The Italian Government feels that the reservation expressed in the

Economie and Social Council resolution that the establishment of the special

fund should be postponed to such time "as circumstances permit" and ,"when

sufficient progress has been made in worldwide disarmament" considerably reduces

the practical scope of the proposaI. It would be better if aIL the countries,
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whether Members of the United Nations or not, which have shown themselves

favourable to the establishment of the special fund sbould elaborate a joint

plan of practical action which could be implemented without delay.

7. With regard to the establishment of an international finance

corporation designed to facilitate private international investments, the

Italian Government feels that such a body should extend its activities to

countries which are 'not backward or are only partially SOt It considers

therefore that it would be wise if the corporation, once it is created, were

not strictly compeJ.led to make financial allocations on the basis of the

economic backwardness of the countries assisted. There ls no doubt that

if countries like Italy, which need a greater influx of foreign capital and

yet cannot be considered as economically backward, were included in the

financial corporationts sphere of activity, the corporation would be able to

attract private capitâl more easily and distribute it more judiciously.

8. Finally, having regard to the above comments, the Italian Government

is entirely in favour of the establishment of the special United Nations fund

and the international finance corporation.
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9. JAPAN

10 April 1954

The Minister for Foreign Affairs of Japan presents his compliments

to the Secretary-General of the United Nations and has the honour to refer

to the latter's note ECA 170/10/02(1), dated 27 December 1953, in which

the Secretary-General pointed out, inter alia, that the Japanese Government

is invited un~er General Assembly resolution 724 B (VIII) to make detailed

comments both on the recommendations contained in the report on a special

United Nàtions fund for economic development and on the degree of moral

and material support with which Japan may provide the fund.

The Japanese Government attaches great importance to the question of

financing economic development in less-developed areas and after careful

consideration of the report feels that it would be appropriate at this

moment to make brief remarks as follows:

1. The Japanese Government is sympathetic to most of the recommendations
\ .

contained in the repor~ under review and, in particular, it considers that

the provision for national contribution to the fund in local currency will

be an extremely important factor in securing a universal participation in the

futid. It is also the strong desire of the Japanese Government that, in setting

up policy-making as weIl as administrative machinery of the proposed fund,

due regard should be paid to the equitable representation between Members

and non-Members of the United Nations.

2. The Japanese Government fully supports the idea of SUNFED, a~ it

-believes that the principles of assisting under-developed countries through

international organizations such as the United Nations will be most acceptable

to those countries themselves, and SUNFED will provide an effective means

of accelerating economic development at a time when an expanded flow of

capital to under-developed countries is greatly needed. In the event the

proposed programme is finalized, the Japanese Government will therefore be

ready to consider favourably giving its material support to the fund to such

an extent as its financial circumstances would then permit.
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10. NETHERLANDS

15 April 1954

The Acting Permanent Representative o~ thE Pê~herlands to the United

Nat ions presents his compliments to the Secretar;Y~<?i:.:r:.é.::'''al of the United Nations

and has the honour to ref~r to the latterts note of 23 December 1953,
ECA 170/10/02(1) on the question of the establishment of a special fund for

grants-in-aid and low-interest long-term loans.

Upon instructions re~eived from the Netherlands Government, the Acting

Permanent Representative has the honour to state as follows:

In the opinion of the Netherlands Government the economic development of

under-developed countries is a problem of great urgency not only in connexion

with the standard of living in those countries, but also in view of the

political and economic stability of the world as a whole.

The post-war economic problems are interrelated on a world-wide BeaIs in

Buch a way that measures for the economic development of under-developed

countries form an essential part of the effortb towards a solution of those

problems.

For that reason, the Netherlands Gcvernment consider it of the first

importance for the developed as i,iell as for the under-developed countries that,

within the framework of the United Nations, a joint effort be made towards the

accelerated development of economically backward coun~ries. A start in this

direction has been made through the vrogrammes for technical assistance of

the United Nations and the specialized agencies, which - although.as yet limited

in scope in proportion to the great need in which the under-developed countries

stand - have proved to be of great practical value.

The impact of these programmes, however, will decline very soon, if the

United Nations are not in a position to follow up this technical assistance with

the esselltial financial assistance. This' assistance would further the

realization of basic projects in under-developed countries, for which projects

sufficient funds can apparently not be made available either in the country

..:clh.:erned, or through existing channels of forejgn financing.

, -"_'> " f;'" ~__~_~~_~_~~.-.-__~_~



Tht'4 Hetherlands Government therefore take great interest in the United

Nations prcTosals for the financing of economic development of under-developed

cc:untries, and are of the opinion that a special United Nations fund for

econolnic development would fill a gap in the United Nations apparatus for the

development of under-developed countries.

The Netherlands Gover~ent are aware of the fact that, for the time being,

the costs c~f ::lrm:.1ment for the maintenance of international peace and security

mi~':ht limit the extent of such a financing institution. They feel nevertheless

that, 3.8 the èCOlhnnic development of under-developed countries is in itself an

urgent problem and as this development as such will contribute to international

feace ~nd security, a special fund should be established as soon as the

conditiens '~lentioned in the report of the Committee of Nine are present.

rrhe fin3ncing of useful bas~.c projects through a special fund can act

catalytically in starting a flow of capital to the under-developed countries.

Even 3. fund. of temporarily limited proportions will be able to yield valuable pi

results 1:'ec~1use - sit'...lated at the nucleus of international technical assistance -

it will be in a rosition ta meet the most pressing capital needs.

Fr'..:'H: t.l:e L"utset, the Netherlands Government have actively participated in

the :;-ro~r~n1!"!les of international technical assistance and - on the strength of

"the ê::':"':\·8-:r.entioned considerations - the Netherlands Government are ready to

cO-0;er~te in the establishment of a special United Nations fund for economic

deyelc;::::er:t. If such establishment has been decided upon, the Netherlands will

c:n:r::.t".lte '. n ~ basis ccrresponding with their participation in other important

actiyities ~{ithin the fr&~ework of the United Nations.

'=\..:nce!'r:ing the organizatian of and the procedures for a special fund, the

I;etherlar:~s ~overnment ~an agree in general with the recommendations of the

report :;f tr..e 2orr.mittee of Nine. For the ':4.me being it. may suffice to make

the follc~;ir::-: rer::arks e.nd suggestioLs:
,-. I:: oI'der ta promote greater continuity i-:; would be useful if countries

a yearly contribution - were to state in principle their

";{illir.:.gness ta support the fund during a number of years.

2. In arder to avoid political complications in the general council of

the fu..Yli, it is recoTIlffiended that universal membership be .made possible
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and that therefore be adopted, as the single condition for participation,

a pledge to comply with the rules and regulations which this membership

involves.

3. The report of the Committee of Nine contains such a number of

possibilities for dispensation of the rules applying to "loans ll that the

difference between "1oans" and" grants 11 may be obscured. In this

connexion, the Netherlands Government are of the following opinion:

In order to prevent difficulties when judging subsequent requests for

conversion of 1l1oans" into lI grants" and in arder ta have a better over-all

view of the extent ta which funds are available, it appears preferable

that, in cases where initial doubts exist whether a "grant" or a 1l1oanll

should be given, it be decided at the outset to give a "grantll
•

Consequently, "loans ll should only be given in cases where they seem

clearly appropriate. Once a loan is given the conditions governing

"loans" should be strictly observed.

4. The Netherlands Government consider the idea of count~rpart funds

to be useful. Paragraph 104 of the report, however, does not seem to be

entirely clear. In case the Committee of Nine is of the opinion that

the sp~cial fund is free to have possible revenues or profits of funds

invested earlier paid into a counterpart fund, this does not seem to be

entirely justified. Goverrunents of recipient cClh~tries in this case

would be left too much in uncertainty as to their obligations towards

the special fund.

5. The creation of a separate administration for the special fund must

not interfere with the desired synchronization of financial and

technical assistance through the United Nations. The special fund should

also benefit fully from the know-how and experience of the International

Bank and, therefore, close contact should be established between both

institutions.

As to the final form which the machinery of the special fund should take

the Netherlands Government as yet reserve their position pending the

Secretary-Generalfs working paper on the extent and methods of co-ordination

which may be desirable or necessary between the activitiËs of a special fund,
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.
the Technical Assistance Board and such of the specialized agencies as may be

encagea in tasks relatinc to the economic development of under-developed

countries.

ô. In the opinion of the Netherlands Government, furthermore, the

following two points mtght be examined:

(a) The possibility of having the special fund guarantee specifie

loans if this guarantee would enable the International Bank to

grant these loans which otherwise, under the existing 1etters of

Agreement, would not have been possible;

(b) The report of the Committee of Nine emphasizes the desirability

of using, wherever possible, the services of existing United Nations

bodies to investigate and review requests for financial assistance.

Kevertheless, the framework as envisaged in the report could weIl lead ta

the creation of an extensive apparatus of experts in cases where requests for

assistance are related to new and as yet unstudied projects which might

necessitate the sending out of expert missions. The set-up of such a

complicated apparatus would be time-consuming and expensive. The possibility

of avoiding this situation should be explored. In this connexion, the

possibility might be taken into consideration that the special fund be limited

fer the time being to requests for financing related to projects that have

already èeen studied by the Technical Assistance Board or the International

Bank. If, nevertheless, in a special case, it would seem advisable to take

a new prcject into consideration, the Technical Assistance Board or the

International Bank should be consulted in advance, with a view to obtaining

aIl avai~able data before proceeding to a closer stQdy of the new project.

This procedure at the same time would offer the special fund a greater

guarantee to develop into an integrated part of the United Nations

machinery for the economic development of under-developed countries.

l
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11. NEW ZEALAND

29 Jan'lary 1954

The Minister for External Affairs presents his compliments to the

Secretary-General of the United Nations and has the honour to refer to the

Secretary-General's note ECA 170/10/02(1) of 23 December 1953, concerning

resolution 724 B (VIII)' on the question of establishing a special fund for

grants-in-aid and low-interest long-term loans ta under-developed countries.

The New ZealandGovernment have studied the report of the Committee

of Nine, copy of which was forwarded with the Secretary-General's note,

but do not desire to submit any comments on the recommendations contained

in this report.

Consideration has also been given to that part of resolution 724 B (VIII)

inviting Governments ta indicate the degree of moral and material support

which may be expected from them for the special fund.

The Government des ire to reaffirm the assurance of sympathy with and

understanding of the needs of the under-developed countries, as given by the

New Zealand representative during the proceedings of the Second Committee at

the eighth session of the General Assembly. This attitude has been manifested

by practical action in support of the United Nations E;cpanded,Programme of

1'echnical Assistance J and by way of capital development and technical assistance

grants made by New Zealand under the auspices of the Colombo Plan. The

contribution of New Zealand have been substantial in relation ta its resources,

and are continuing to be made. At the same time, New Zealand is itself in a

stage of active development especially to meet the needs of a population which

is expected to increase by 50 per cent within the next twenty years. Such a

rate of increase imposes a heavy burden on the resources of the New Zealand

economy.

For these reasons, the New Zealand Government are unable at the present

time ta enter into any commitment to contribute ta the special fund should

it be established.
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12. PANAMA

18 March 1954
Original: Spanish

l have the honour to inform you that in accordance with your note verbale

ECA 170/10/02/1, of 23 December 1953, referring to resolution 724 B (VIII),

entitled "Economie development of under-developed countries", approved by

the General Assembly at its eighth session on 7 December 1953, the text

of 1mich refers to the establishment of a special fund for grants-in-aid and

for low-interest, long-term loans, our Goverlunent has informed us that,

after considering the text of the said resolution, it is prepared to give

moral and material support to the establishment of such a fund.

l have pleasure in transmitting herewith a copy of a note from the

Director-General of the Institute for Economic Development (IED) referring

to this matter and transmitted by him to the Minister for the Interior and

Justice:
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"I have the pleasure ta inform you that we concur in the opinion

of the Comptroller-General with regard to the establishment of the special

United Nations fund as commented on in your note. We consider it highly

impm....tant that \Ve should support the implementation of the project for

the establishment of a special United Nations fund for economic

development.

The Institute of Economic Development is conscious of its

respansibilities with regard to the planning of activities for the

econcmic development of the country. In that connexion, l must inform

you that the Institute is proceeding with such planning and will in

due course submit the relevant projects in respect of Which applications

will be made to the special fund for assistance. Il

(Signed) Ernesto de la OSSA

Ambassador

operl

Dele~

Mr. l
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13. SAUDI ARABIA

7 April 1954

The Permanent Delegation of Saudi Arabia presents its compliments to the

Secretary-General of the United Nations and has the honour to present the

following in answer to his circular ECA 170/10/02 (1) regarding the General

Assemb1y resolution 724 B (VIII) which deals with the question of the

est~blishment of the special United Nations fund for grants-in-aid and

low-interest, long-term loans:

The views of the Saudi Arabian Government regarding SUNFED were adequately

presented by their own representative on the Second Committee during the

eighth session. He had expressed his support for the establishment of the

fund and his endorsement of the recommendations contained in the report of

the Committee of Nine.

The Saudi Arabian Government will lend its full support to such à fund,

and will look forward to its establishment to participate fully in its

operation.

The Saudi Arabian Government will be glad to answer through its Permanent

Delegation to the United Nations any specifie questions addressed to it by

Mr. Raymond Scheyven.

:'-, ..
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14. SWEDEN

1 April 1954

With reference to your letter of 23 December 1953 - ECA 170/10/02(1)
concerning the question of the establishment of a special United Nations

fund for grants-in-aid and low-interest long-term loans in accordance with

resolution 724 B (VIII) adopted at the eighth session of the General Assembly

on 7 Decembèr 1953 under the title "Economie development of under-"developed

countries l' , l have the honour to state as follows:

The Swedish Government associates itself with the view set forth in the

resolution of the General Assembly, stressing the great importance of the under~

developed countries being rendered not only technical, but also financial

assistance in the form of grants-in-aid or long-term, low-interest loans of

a non-commercial character. However, as regards the·project of a special fund

in accordance with the recommendation of the Committee of Nine (SUNFED),

Sweden has from the beginning taken a rather reserved attitude in regard of

the fact that the creation of such a fund would mean a new international

organization involving still higher overhead costs and entailing risks of

overlapping and duplication of effort. Already the difficulties of financing

the present technical assistance programme have necessitated the keeping of

this programme on an essentially lower level than is corresponding to the needs

and wishes of the under-developed countries. The Swedish Government still

have certain misgivings as to the usefulness of the proposed SUNFED scheme.

In aIl circumstances, the attitude of the Swedish Government must depend on

the support which will be given to the fund by the more important industrialized

countries, in the first place the United states and the United Kingdom; even

in the event of these countries declaring themselves willing to render

substantial support to the fund, it must be remembered that Sweden has

increased its contributions to the expanded technical assistance programme

and is further planning a technical assistance programme of its own on a modest

scale. At least for the present, Sweden will not be able to contribute to

other purposes than those now referred to. In the view of the Swedish Government,

1
.\
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it would be advisableto examine other practicable ways of solving the problem

of rendering financial assistance to the under-developed countries, for.
instance, by gradually expanding the existing technical assistance programme

to include the supply of capital.

Should the establishment of a fund be decided on by the United Nations,

the Swedish Government would like to lay particular stress upon the

recommendations of the Ccmmittee of Nine that Member Governments should de~ermine

themselves the amount of their contributions. Furthermore, the Swedish Government

attaches importance to the declaration in paragraph 45 of the repo~t of the

Committee of Nine that the ability of members of the fund to make contributions

may also be affected by the existence of comnlitments separately assumed for the.

economic d~velopment of under-developed countries. Finally, the fund, .if

established, must not exclude other forms of economic aid to less developed

countries.
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15. SWITZERLAND

14 April 1954
Original: French

fe

te

th

The Federal Political Department had the honour to receive the

SecretarY-Generalls note of 23 December 1953 informing it of

resolution 724 B (VIII) concerning the establishment of a special fund for

grants-in-aid and long-term loans to the under-developed countries.

The Secretary-General was kind enough to invite Switzerland as one of

the States Members of the specialized agencies in the economic and social

field, to transmit its comments on the principle of the establishment of the

proposed fund. The Federal authorities have examined this proposaI with much

interest, since they are fully avare of the need to continue the efforts

jointly undertaken with a view to reducing the gap which now separates the

economically under-developed countries from those which have attained a normal

level of development.

Although they regard the aim of the United Nations special fund for

economic development as highly laudable, the competent Federal authorities

wonder whether the establishment of such an agency might not be premature. The

Expanded Programme of Technical Assistance is still in its initial stages and

in the opinion of the swiss authorities, it would be preferable at the present

for Member States to concentrate on enhancing the effectiveness of the Expanded

Programme rather than to undertake any new tasks. At a later stage, as a

result of the experience gained in this field, it will doubtless be easier ta

prepare and carry out a plan, such as that for the United Nations fund for

economic development, which will both meet the needs of the under-developed

countries and correspond to the resources available to the contributing

countries. The figure of 250 million dollars proposedfor the fund is very high

and it is doubtful.as to whether so large a sum could readily be raised in

present circumstances. Indeed, the financia~ difficulties now confronting

the Expanded Programme of Technical Assistance and other international

organizations are weIl knovm. The wisdom of establishing a new international

body at this stage may therefore be questioned.

be'

th!

thE

he
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Moreover the Federal authorities, to which the matter has been referred,

feel that the proposaI might have been presented in more precise and explièit

terms. Further information is needed on many points, as for exampIe, on

the procedure for controlling the use of funds, the distinction to be drawn

between grants and loans, thedemarcation between the sphere of activity of

the Fund and that of other existing bodies, the fixing of rates of interest,

and size of the administrative staff the new body would require and hence

the costs to be borne by each participating State o

The Political Department would be grateful to the Secretary-General if

he would keep it informed of the development of this pIano
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16. UNITED KINGDOM OF GREAT BRITAIN AND NORTRERN IRELA~

The comments contained in this memorandum must to a large extent be

considered against the background of the general attitude of Her Majesty's
1

Government in the United Kingdom towards the proposed special United Nations

fund for economic development (SUNFED). This attitude has frequently been

made clear in debates both at the Economie and Social Council and the General

Assembly of the United Nations. Broadly speaking, Her Majesty's Government

accept and support the principle of an international fund within the fr-amework

of the United Nations, but are not at this stage in a position to subscribe

to it financially. Further, since they understand that no other major

potential contributing Power is yet in a position or prepared to contribute,

they have grave doubts about the desirability of taking any immediate practical

steps towards the establishment of a fund. This attitude, and' the reasons for

it, are elaborated in the succeeding paragraphs.

MORAL AND V~TERIAL SUPPORT FOR THE PROPOSED FUND

The United Kingdom has a record in the development of under-developed

countries of which it is proud. In the light of this record it is natural

that any project which seems likely to lead to the economic development of

under-developed countries should meet with the approval of Rer Majesty's

Government. Although,. therefore, théy feel that hopes in the potential

results of SUNFED may on occasion have been exaggerated, they are prepared

to'give their support to the principle of such a fund. This attitude was

reiterated in the debate on SUNFED in the Second Committee of the eighth

session of the General Assembly, where the representative of Rer Majesty:s.
Government stated "in principle there is value in the conception of the fund.

We find it imaginative and constructive. We think that a useful part could be

played by such a fund in the development of under-developed countries".

Received under cover of a note verbale from the United Kingdom Delegation
to the United Nations, dated 21 March 1954.
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'Rer Majestyts Government also gave their support to resolution 724 A (VIII)

which was introduced by the delegation of the United States and which pledged

Governments to ask their peoples; when sufficient progress had been made in

,internàtionally supervised world-wide disarmament, to devote a portion of the

savings thus achieved to an international fund for development. The

representative of Her Majestyfs Government in referring ta this resolution

said that it was lia very remarkable pledge and one which holds great hope for

the future. We should not lightly pass over it. l can say that Rer Majestyls

Government in the United Kingdom will support that resolution and l firmly

,believe that the resolution will command an overwhelming majoritY'.

The United Kingdom has a special interest in the promotion of economic

development, since about half of the population of the under-developed

- territories·of the free world are to be found in the territories and countries

! which are closely associated with the United Kingdom in the Commonwealth;

and in fact the United Kingdom is already contributing largely to the economic

- development of under-developed countries. The needs of these countries and

; the different ways in which resources effectively become available in the

: United Kingdom are reflected in the vêriety of different channels through

which finance flows to them from the United Kingdom; and, as will be clear

. from the particulars which follow, the factor limiting the flow of assistance

i8 not the lack of suitable channels for distributing it, but (apart from the

ability of the countries themselves to prepare projects and absorb finance)

the availability of resources in the United Kingdom itself. Further, in making

: assigtance available the United Kingdom is already acting, to the extent which

it can afford such assistance, on the principle that under-developed countries

: require not only loan finance but also grant aide Tll,e channels through w~.dch

development finance is at present passing from the United Kingdom to the

Commonwealth (excluding substantial grants made available ta dependent overseas

'territories for purposes other than development, such as war damage reconstructi~nJ

;special military expenditure etc.) may be summarized as follows:
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Monies directly voted from Government revenues

Regular grants and loans are made under the Colonial Development and

Welfare Actsj and Her Majesty's Government are committed to the extension

of the legislation providing for assistance for Colonial development and

welfare, the present term of which expires in 1956.
Technical assistance is made available to the Colombo Plan countries

under a continuing arra.ngement covering the years 1950 to 1957.

Other Governmental or quasi-Government lendings

The Colonial Development Corporation undertakes development of a

commercial type and makes loans to, or takes equity interests in, industrial

or commercial enterprises operating in Colonial territories which are

desirable for the development of the Colonies and which cannot raise finance

in other ways.

Her Majesty's Government has on one occasion made available, through

the Export Credits Guarantee Department, a substantial credit to a

Commonwealth country, which sought special assistance.

The United Kingdom has agreed to make available from its sterling

subscription to the International Bank up to ~60 million over a period of

six years for lending by the Bank to Commonwealth countries of the sterling

area, while at the Colombo Plan Consultative Committee meeting in October 1953
the United Kingdom representative announced that Her Majesty's Government would

be-prepared to consid€r assisting development projects put forward by

non-Commonwealth members on the same basis as that on which schemes from

Commonwealth countries are considered. The United Kingdom has not yet found

it possible to release the remaining ~20 million sterling subscription ta the

International Bank.

Borrowings from private investors in the United Kingdom

Colonial Governments float loans in the London market and such loans

provide one of the main supports for the development programmes of the

Colonial territories in the public sector.
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Other Commonwealth Governments also can approach the London market

for sterling loans, as was confirmed at the Commonwealth Finance Ministers

Conference of January 1953 both for finance for particular projects and for

general programmes of development.

Capital issues are also made on the London market by private borrowers

for investment in development in the Commonwealth.

The Commonwealth Development' Finance Company makes private capital

available for certain types of productive investment in the Commonwealth.

Through these various channels the United Kingdom made available in

1953 alone ~ome ~120 million of grants and loans for Commonwealth development.

This figure included some ~18. 5 million of grants and loans approved under

the Colonial Development and Welfare Acts, capital commitments of ~5 1/2

million authorized through the Colonial Development Corporation, and ~23.5

million raised by Colonial Governments on the London loan market. Other

Commonwealth Governments raised ~20 million in the London market, while the

United Kingdom Governn~nt made available ~5 million fOT.lndia through release

of sterling' ~o the International Bank and ~lO million ,as a credit for

development in Pakistan. Capital issues consent was given to private borrowings

on the London market for Commonwealth development amounting to sorne ~40 million

in the same periode Outside the Commonwealth, a further ~lO million was made

available, within and without the framework of the United Nations, for the

economic and social development of other countries - for instance a contribution

of ~2.8 million to the Korean Reconstruction Agency, and ~2.7 million of

economic aid to Yugoslavia.

Under-developed territories of the Commonwealth and sorne outside the

Commonwealth are also able to draw llpon the United Kingdom in respect of

sterli.ng balances built up during the Second World War and in subsequent years.

Tnese balances now total over ~2 billion and arrangements for periodical

releaaes have been agreed with many holders, including India and Pakistan.

The contributions are being made at a time when expenditure on defence

absorbs about one-eighth of the total resources of the Unite~ Kingdom and

when the country i8 only just emerging fro~ a long period in which restraints

on domestic consumption and on investment in social and industrial development

in the United Kingdom have been required, and in which we have been confronted

by persistent balance of payments difficulties. ~
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Rer Majesty's Government cannot in these present circumstances consider

entering into substantial new commitments which would involve additional

strains on United Kingdom resources and would have an immediate impact on the

balance of payments. They do not consider that it would be in the general

interest to undertake commitments to a new agency for international financing

of economic development if this meant that existing contributions through

other channels would have to be reduced. They hope that, when the conditions

envisaged in resolution 724 A (VIII) are established, the setting up of a new

international fund will be the occasion for a genuine increase in the total.
contribution to the economic development of under-developed countries.

COMMENTS ON THE REPORT OF THE COMMITTEE OF NlNE

Since Her Majestyfs Government do. not find it possible to foresee aIl

the circumstances whi8h might exist when a decision were taken to establish

SUNFED, they doubt whether any useful purpose would be served by commenting

in detail on aIl the provisions of the Committee's report. For this reason,

they confine themselves in this memorandum to comments on those features of

the plan which they feel would require sorne modification at whatever time the

fund were set up. They submit such comments on the assumption that, whenever

practical steps for establishing a fund were considered, nothing would preclude

further comment and suggestion in the light of the conditions then prevailing.
• 0

Rer Majestyfs Government attach special significance to thosè comments

concerning the control of the fund and the question of loans. These are

therefore dealt with first. The remainder are set out in the order of the

paragraphs and conclusions in the report to which they refer.

Control and administration of the fund

Rer Majestyfs Government consider that further thought should be given to

the question of effective control over the disbursement of resources placed at

the disposaI of the fund. Rer Majestyfs Government do not think that the

precedents for the control of international resources provided by the

organization of the Expanded Technical Assistance Programme or the International

Bank are necessarily entirely appropriate in the present case. They do feel that
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the system proposed by the Committee of Nine would have in considerable measure

to be revised if Her Majestyts Government were to present it to the people of

the United Kingdom as compatible with the degree of sacrifice demanded of them

as contributors. They feel that further consideration should at the appropriate

ti~e be given to the suggestion that, in determining the relations of a

Government with the fund, its status as a primarily contributing or beùefiting

government should be taken into account. In this connexion, they would not

wish the provisions recommended by the Committee of Nine for contributions,

which in the nature pf things seem likely to be nominal, from countries

which are primarily beneficiaries of the fund (paragraph 62) to endow them

with responsibilities not compatible with the size of their contribution.

In the same connexion, Her Majestyts Government feel that more

consideration might have been given to the possibility of associating the

International Bank with the administration of the fund. Bince the

International Bank is a non-political body already closely acquainted

wlth the economy and needs of prospective beneficiaries, they feel that

the fund could not but benefit from close association with the Bank: for

example, obvious savings would be achieved by the use of the Bank's statistical

and research services. They realize of course that, if the suggestion for
}

such an association were acceptable in principle, further d.iscussion and

examination of its details would be necessary and they would be prepar~d

to make concrete proposaIs. They also appreciate that the International Bank

must reserve its right to decide whether or not to participate in the

management of any fund which might be set uP, even if the United Nations, or

potential contributors, had invited it to do so, and that the Committee of Nine

could not disregard any views which the International Bank may rave expressed

to them. At the same time, in view of the clear advantages to be gained by

both the fund and the Bank, they feel that every effort should at the

appropriate time be made to remove any difficulties in the way of association

which may existe
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The grant of long-term low-interest loans

Rer Majesty' s Government have grave cloubts about empowering the proposed

fund to make long-term low-interest loans and would prefer to see this

provision removed. It would be exceedingly difficult to establish any

principle which would determine whether a country should receive assistance
1

fram the proposed fund in the form of a grant or a loan and even more difficult

to determine the magnitude of the concessions to be made from normal lending

terms as applied by e.g. the International Bank. Secondly, the giving of

loans on the generous terms and with the generous provisions for review and

revision that are recommended seems likely in the long run to lead to the

conversion of a large part of the loans into grants. Such conversion would

inevitably lead to continuing administrative difficulties and expense which

Rer Majestyfs Government suggest woUld be hard to justify. There is also in

this connexion the possibility that the giving of loans on exceptionally generous

terms might encourage some countries to take up more loans than they could

service and so in the long run impair their credit worthiness with other sources

of capital. Rer Majesty's Government therefore incline to the view that lending

should remain the provincê of the International Bank and that the proposed

fund should confine its operations to the making of grants.

other_points

Paragrap~ 29. Conclusion (8)

Rer Majesty's Government would have no objection in principle to the

remittance of private donations from the United Kingdom. But it is more

difficult to accept the suggestion that such donations might be deductible.
items for the purposes of incame or profit taxation, as this would'involve an

additional gavernmental contribution, graded according to the weight of taxation

in the country concerned. In other words, the higher the rate of tax the more

the Government would be contributing by way of remitted taxation in the respect
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ef each non-governmental contribution to the fund. Her Majesty's Government

would suggest, therefore, that further consideration of this point is necessary.

Paragraphs 46 to 48. Conclusion (9)

H~r Majestyls Government accept in general the recommendation of the

Committee that contributions should be in the for.m of deposits of local

currency, convertible in other currencies only to the extent that governments

permit conveysion. They assume) of course, that it is not intended to suggest

that governments which already maintain convertible currencies and are in

strong creditor positions should impose on the transfer or conversion of money

subscribed to the fund restrictions more severe than those applied to other

current transactions. It is probable that "tiedll contributions would achieve

less in the interests of the fund than those which were unrestricted.

Paragraph 9. Conclusion (11)

Rer Majestyts Government agree that it would not be desirable for the

fund to begin opèrations until it were assured of substantial resources, of

the order of $250 million. But they would suggest that it would be necessary

in this connexion to cOllsider not only the total amounts pledged but the

scope and character of any restrictions on use which governments had thought

it necessary to impose. They feel in fact that the figure should relate to the

amount of resources effectively available for the purchase of those goods and

services likely to be desired by the beneficiaries of the fund.

Paragraphs 63 to 65, 80 and 81. Conclusions (13) to(15), (18) and (19)

Rer Majesty's Government are in entire accord with the recommendations

contained in the-paragraphs headed "Principles and policies concerning

governments assisted by the special fund". In particular, theyattach

importance to the principle tbat governments should strive for effective

mobilization and use of internal and external resources. None the Iess, since

it seems likely that resources avai.lable will be less tban tot~ requests for

assistance, they doubt whether these principles will be sufficient in determining

priorities in the allocation of funds. Although, therefore, they realize that
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the task of deciding further and more specifie economic criteria to assist

the authorities in distributins the funds would be complicated and difficult,

they feel that the attempt should be made. In particular, it should be

made clear that the fund could not be called upon to make good the definiencies

of local fiscal or exchange control systems, or the cessation of a flow of

capital from abroad on account of' the deterrent nature of local governmental

policies. 8ubject to these qualifications the proposed fund should attempt to

distribute its resources to those countries where the need for external assistance

is greatest, provided that these countries c~.n establish a probebility that

grants will be used so as to provide a real and lasting benefit to their

economies.

Paragraph 73. Conclusion (23)

Rer Majesty r s Government entirely concur in the recommendation that assistance!
l

from the funQ should nct carry conditions of a political nature. They also j

agree that the ~und should not be influenced by considerations relating to the .j
:pol~ tical structure, race or religion of benefiting countries. At the same 1

~ r

time they naturally assume that, should any country be in default in its

obligations towards the United Nations, or towards other Members of the United

Nations, it cOlùd not be regarded as a suitable beneficiary of the fund.

Paragraphs 70, 72 and 78: Conclusions (28) and (29)

~aile the project approach, on which the repo~t lays great stress, seems

the safest and most easily supervised, Rer Majesty's Government feel that it

is desirable that the fund should not be debarred from contributing towards

integrated programmes o~ development, particularly where the recipient country

has-shown that such programmes can be prepared or carried out in a country in

accordance with the purposes of the fund.

Paragraph 100. Conclusion (35),

Considerable emphasis is placed by the Committee on the necessity of

achieving a balanced geographical distribution of the .grants. Rer Majesty's

Government agree that it would not be practical or desirable ta ignore the~
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necessity for some mea8ure of geographical balance in distribution. But they

are anxiou8 not to see too much emphasis placed on this point. They feel

that the real needs of the country, determined so far as possible by a reference

to specifie and objective criteria, should provide the proper basis of

distribution.

Paragraphs 100 to 104. Conclusion (311
The report suggests that the fund should in certain circumstances be able

to require the deposit of local currency in a counterpart account. Her.
Majesty' s Government understand that in making this proposè.Ù the CommitteE.:

had in mind the danger that some beneficiaries 01 the speciaJ~ fund might be

tempted ta employ local currency generated as a result of the disbursement

of grants from the fund in ways which might not be in accordance with the

purposes of the fund. Her Majestyls Government are doubtful whether the

establishment of counterpart funds represents a satisfactory way of dealing

with this problem. The authority responsible for making grants would have

to consider whether the fiscal and monetary reSO'lrces available to the

rec~pient Government were being applied in a manner which represented the best

use of resources available. Such an enquiry would necessarily cover the use

of funds, if any, accruing in connexion with the project itself. Her Majesty's

Government would regard this as an adequate precaution.

GENERAL

Rer Majesty's Government suggest that special consideration will have

to be given to tne problem of Member States having international responsibility

for Non-Self-Governing Territories and the precise nature of the relatiollship

between the fund and Member States who may be contributors while the

governments .f the territories for whose international relations they are

responsible may wish to become beneficiaries.



17 • YUGOSLAVIA

2 April 1954

The Permanent Mission of the Federal People's Republic of Yugos1avia to

the United Nations presents its compliments to tlie Secretary-Genera1 of the

United Nations and, referring to the communication ECA 170/10/02(1) of

23 December 1953, on beha1f of the Yugoslav Government has the honour to

transmit the following reply:

The Federal People's Republic of Yugoslevia fully supports the report of

the Comm~ttee of Nine EXperts on the establishment of the special United Nations

fund for econcmic development and does not have any substantial remarks to make

on the repor~' in principle, but only a few of a practical nature. Therefore,

Yugoslavia considers that the report, by its substance as presented by the

group of experts, and which was welcomed by the sixteenth session of the

Economie and Social Couneil (resolutiln 482 A (XVI» and by the eighth session

of the General Assembly (resolution 72i } B (VIII», should represent a basis

for the drafting of the statute of the special fund.

The Yugoslav Government is of the opinion that the present world economic

situation, and particularly the position of the under-developed countries,

requires the establishment of the special fund as soon as possible and not

to tie up the start of the fundls operation with disarmament.

Tne f~nd, when established; even with modest means, wou1d nevertheless

represent a significant assistance to the under-developed countries in their

efforts to accelerate the ~rocess of economic development. The fund, further,

would re~resent the manifestation of the desire toward the improvement of

international economic co-operation.

The present econcmic situation, particularly in the highly developed

countries, confirms the opinion that real possibilities do exist for the

collecting of means necessary for the beginning of the financial operations of

the fund.

.. ~ .." _. ... ... .
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Yugoslavia, being a country now in the process of an intensive economic

development, expresses its readiness to contribute to the special fund and

to extend a maximum assistance within the frame of its possibilities deriving

froml.Gz present and future economic situation. The amount of the contribution

and form in which it will be given will be specified subsequently.
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