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LETTER OF TRANSMITTAL

r have the honour to submit to the United Nations Genera! Assembly the
final report on the establishment of a Special Fund for grants-in-aid and for
low-interest, long-term loans which r was asked to prepare.

r should like to thank the General Assembly for the confidence it was :{ind
enough to place in me.

r should also like to thank all the Governments which responded most
cordially whent:ver r expressed a wish to consult them. r should have liked to
visit the capital cities of all the States Members of the U;1ited Nations, but un­
fortunately, my time was limited and both the purpose of my mission 2.r.d my
terms of reference placed certain restrictions upon me.

My conversations with representatives of the great international organiza­
tions concerned with the problems I was asked to study were also most useful.

Lastly, I wish to thanL the rnembers of the United Nations Secretariat, who
did everything possible to facilitate my task.

(Signed) Raymond S-':HEYVEN

Brussels, 10 August 1954
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TERMS OF REFERENCE

Hesolution 724 B (VIII), on the economic development of under-developed
countries, which was adopted by the United Nations Genera! Assembly at its
468th plenary meeting on 7 December 1953, reads as follows:

"The (;nll'ral .1sst'lI/bly

"I. Expresses its great appreciation of the work of the Committee
of :\ine:

"2. fm-jtt's governments of States :Ylembers of the Cnited Nations
and of the specialized agencies in the economic and social field to transmit
to the Secretary-General their detailed ('ommt'nts, both on thl' n'l'ol1l1lH.'nda­
tions contained in the report of the Committee of Kine and on the degree
of moral and material support which may be expected from them for such
a fund;

"3. Decides to appoint the present President of the Economic and
Social C0l1.1cil, Mr. Raymond Scheyven, to examine, with the assistance
of the Secretary-General. the comments of g'l\'l'rnments suhlllitted in response
to the invitation contained in the preceding paragraph; to collate and where
he judges necessary to request elaboration of such comments, if desirable
by direct consultation with go\'ernments; and to submit to the Economic and
Social Council at its eighteenth session an interim report on his work, and,
in any event to suhmit to the General Assembly at its ninth session, a
final report together with his comments, with a view to assisting it to make
such recommendations as it would find possible whieh could facilitate the
establishment of such a fund as sOOn as circumstances permit ..."
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INTROl)tJCTION

During my visits to several capitals. I formed the conclusion that it would
be most desirable to draw public attention, more especially in the industrialized
countries, to the extrew.e poverty in which almost two-thirds of mankind are still
living today and to submit to it the moral, political and economic arguments in
favour of a great international programme of mutual assistance.

Furthermore, I found that there was not yet a complete conviction 111 cer­
tain authoritative quarters of the need to finance non-seli-liquidating invest­
ment in the under-developed countries by means of an international fund.

I very often had the impression that some of the persons I was consulting
believed that the United Nations specialized agencies as at present constituted,
and more especially the International Bank for Reconstruction and Development
and the Technical Assistance programmes, were able, along with private capital,
to perform the task that would be assigned to the Special Fund.

Accordingly, I think a useful purpose wiII IJe served by devoting the greater
part of this leport to I e-stating the argumen~s which demonstrate the need to
develop the under-developed countries and to set up a special fund, as brought
out in particular in the proceedings of the Second Committee cf the General
Assembly, the recent debates in the Ect1l1omic and Social Council at r~neva, and
the replies given by governments to (he questionnaire sent to them by the
Secretary-General of the United Natiolls.

Chapter II gives an account of the Special Fund from the time its establish­
ment was first suggested in the United Natiuns up to the completion of the present
mISSIOn.

Chapter III is devoted to the moral and material support which govern­
ments are prepared to accord the Special Fund.

Chapter IV examines the comments of governments in their replies in con­
nexion with the report of the Committee of Nine.

Chapter V presents the comments which the General Assembly asked me to
mak<: in order to facilitate the establishment of the Fund as soon as circumstances
permit.

VB
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1. The solemn duty 01 the United Nations

Chapter I

Ever since its foundation, the United Nations has
undertaken the task of promoting better standards of
life in the under-developed countries.

In Articles 55 and 56 of the Charter the signatories
formally pledged themselves to take joint and separate
action to promote "higher standards of living, full em­
ployment. and conditions of economic and social prog­
ress and development".

TIlE GRE.\T PROBLEM OF OVR DAY: TIlE STRUGGLE

AGAINST POVERTY

The wealthier peoples are still too little aware of
the extreme poverty prevalent throughout the world,
although in rC{;ent years persons of high inteIlC{;tual
and moral standing have raised their voices in an earn­
est endeavour to indicate its full extent. Their work has
been extremely valuable, and it may be said that the
extreme poverty in the world has now been surveyed.
A tragic situation is revealed in which enough to eat
and a decent standard of life are even today stilI the
privilege of a minority of mankind.

These facts and their consequences must be brought
home to people, and the general public in all countries,
and more especialiy people in author~ty, must be made
to realize that the struggle against poverty is still one
of the most pressing tasks of our time. The problem
is so far-reaching, however, that there can be no
thought of presenting it in its entirety in a ff-w pages.
Accordingly, the broad outlines only will have to be
given, with emphasis on the most salient facts.

CONSEQUENCES OF EXTREME POVERTY

It is difficult to conceive what this extreme poverty,
which grinds down the greater part of mankind, really
means without observing it at first hand. Poverty in­
exorably condemns hundreds of miIlions in Africa,
Asia, Latin America and the Near and Middle East
to hunger and compels them to live in filthy hovels.
Endemic diseases fasten upon such easy prey. Hundreds
of millions are illiterate and because of their ignorance
regard their lot as the will of fate. Even in Europe
there are still vast areas of poverty, disease and
Ignorance.

HUNGER

Hunger marches 111 the van of poverty-not merely
occasional hunger due to some exceptional famine,
but the daily endemic hunger experienced by more
than 1,500 million human beings,l more than two-thirds
of the human race.

Lulled by the 3.menities of their civilization and by
their confidence in progr~ss some might think that
this situation is on the wa)' to improvement. That,
unfortunately, is not true; 0:1 the contrary, the per-

1 See Population, Oct.-Dec. 1953, Institut national d'etudes
demographiques, Paris, p. 631.

1

centage of the woricl's population which is definitely
undernourished has risen from 38.6 per cent hefore the
war to 59.5 per cent today.:! It is almost incredible
that with the tremendous means at our disposal ,ve
should have o<.'en unable to solve the world food proL·
lem at a time when ;;cientific and technical pr,lgn>,;
has ne"er been more evident.

These are the conditions in whici1 the world's popula­
tion is growing at the rate of SO,OOO persons daily,S
or approximately 30,000,000 annua!ly. Unless adequate
steps are taken, the problem wiII merely increase in
extent: according to a United Natiom study, the
population or the world which was 2,400 million in
1950 might reach 3,600 million in some thirty years.4

SLUMS

Slums constitute a further problem. As the General
Assembly has stated, a large portion of the human
race lives in overcrowded conditions. In countless cases,
whole families live in a single room, crowded together
for the most part in tiny, dark and unhealtl.j mud
hovels. Housing conditions such as these make the
most elementary hygiene impossible C'.nd are a factor
in propagating contagious diseases.5

DISEASE

Such food and housing conditions lead to a weak­
ening of the human system, which falls easy prey to
disease. As a result, cholera, pneumonia, malaria, tu­
berculosis, trachoma and yaws are prevalent in large
areas of the world.

Investigations carried out by the World Health Or­
ganizationG disclose that approximately 300 million
people in the world suffer from malaria. In the urban
centres of the under-developed areas, four times as
many persons suffer from tuberculosis as in the cities
of the Western countries. In the Near and Middle
East and in soutI-.em Asia, trachoma and other eye
diseases causing blindness are common. Cholera, ty­
phoid and yellow fever epidemics still regularly ravage
these areas, while gastric diseases, caused by poverty
and malnutrition, take a heavy toll.

In many countries, the. physical and mental powers
of the population are thus sapped from childhood, so
their capacity for work and physical and moral powers
of resistance a.re irremediably weakened. As a result,
hundreds of millions of persons die prematurely, worn

2 See rreliminary Report Ol~ the W urld Social Situation,
United Nations publication, Sales No.: 1952.IV.11, p. 41,
table VII.

3 See Population and Vital Statistics Reports, Statistical
Papers, Series A.

4. United Nations, "The Past and Future Growth of World
Population: A I. ong-range View", Population Bulletin, No. 1,
United Nation. ~bjjcation, Sales No.: 1952.XIII.2, p. 6.

5 See Preli,nary Report C1~ the World Social Situation,
United Natif ~ publication, Sales No.: 1952.IV.l1, p. 59.

GIbid., p. 22.



Distribution of inco/lle omollg Sl''l/l'llty cOl/lltries, 1949"

Nati ~al income
NUTIlbN" of countries Population Per cent CI4-mulatit'e Per cent

Average Cumulative Ztotal total of total

l
Pc.r capita Cumulatit'l! Per cent total round (milliOtls of (round

InCome total of total (millions; gures) dollars) figures)

Under 50 dollars .......... 12 17 650.9 31 18,632 4
Unrlcr 200 dollars .......... 40 57 1.381.I 66 74.962 IS
Under 600 dollars .......... 62 89 1,841.1 89 226,293 44-
Under 900 dollars .......... 69 99 1.930.7 93 296,270 58
Under 1.500 dollars .......... 70 100 2,(m.9 100 513,101 100

" See World Ecollomic Heport, 1949-50. U::1ted Nations publication. Sales ~o.: 19.'iUI.C.1, p. 10. table 2.

out by the unequal strug~Jle they have been wav,ing
from birth against hunger, disease and despair-a
struggle which their fath<.'r~ and mothers before tl,~m

had waged and lost.
The statistics for infant mortality are eloquent. Born

in the circumstances described above, children in the
under-privileged areas have a very limited expectation
of life. Whereas in the wealthier countries only one
child in thirty dies in infancy, in certain of the least
favoured areas approximately five children in ten die
before reaching adolescence.7 And tho~e who do sur­
vive will beget children e\'en more debilitated by dietary
deficiencies. The differences between the figurcs for
the average expectation of life in various countries
show how serious the situation is: the figure is 68 for
males in Sweden, but only 27 in India.8

IGNORANCE

So far as education is concerned, the picture is equally
depres;"ing. One adult male in two can neither read
nor write, and, in the under-developed countries edu­
cated persons apparentiy constitute less than four per
cent of the total population. In some countries the
percentage of illiterates exceeds 80 per cent. I)

A tragic vicious circle thus exists; poverty, malnu­
trition and disease are sapping the vitality of the
population of th~'s~ countries and reducing their ability
to undertake the enormous effort towards rehabilitatiG!1
which their situation demands.

if this situation were t r continue, it would give rise
to great social arid political problems and would ul­
timately cause tnese groups of p~ople to be drawn to
the most desperate solutions. Poverty poses a threat
to which the more developed countr:cs cannot close
their eyes.

DIFFlmENCE IN INCO~~E BETWEE:-.1 THI~ WEALTHIER

AND THE POORER COUNTRIES

A brief glance at the table below, which gives an
estimate of the national per capita income in various
countries, will show how much po,verty there is in the
world.

The table shows that 66 per cent of the world's in­
habitants have only 15 per ceht of the total world
income; per capita income in these areas amounted
to some $US SS in 1949. On the other hand, one-third
of the population receives 85 per cent or world in­
come and enjoys an average individual income of
about $US 630, i.e., almost twelve times as much. While
it is true that these figures must be accepted with
some reservat:ons, they do constitute a valid stand­
ard of reference and bring out the great gap between
the wealthier ~.,d the poorer countries.

This appreciable difference between the living con­
ditions of the peoples of the world becomes even more
marked in areas where the rate of !1opulation growth
exceeds that of the increase iI'. national production,
as is the case in certain under-developed countries.
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POPULATION GROWTH

Tlais observation concerning population growth is
yet another reason for concern which should stimulate
us to undertake action on a large scale. The 80.000
human beings who daily swell the world's population
are already, in present conditions, causing acute r'wb­
lems which the data on malnutrition have adequately
brought out. The further population growth which will
result as advances are made in the under-privileged
areas must also be taken into account.

Some authors point out that any expansion of pro­
duction will, unless it is very considerable, be balanced
or even exceeded by population growth, still further
accelerated by better livin~ conditions. The improve­
ment of the situation in the under-developed countries
is likely to .have two results, a reductiun in infant

mortality and a prolongation of life, which will both
ha\'e the same effect of increasing the population.

This casts doubt on the very possibility of raising
the standard of living in the under-developed coun­
tries.

It is a fact that the fertility rate is generally very
high in poor countries, a phenomenon for which the
authorities give physiological and psychological reason!:>.
Certain dietary deficiencies cause extreme fertility. The
joys of the family, too, are the only joys known to
many of the under-privileged, although it is true that
in certain clan or tribal organizations paternity does
not entail any responsibility or arouse any family feel­
ing. There is no doubt also that the raising of living
standards might, at any rate at first, directly affect
the rate of population growth, particularly as special
attention will at the same time be given to the improve-
ment of health.7 Harold \\"il5011. Thc IVar oil H'orld /'07'I'rl.l', 1.ondoll,

Gollancz, 19:;3, p, 16, To some extent, therefore, the question raised by
8 See DC1llo(jl'aphir J'carbooll, 1951, Unitecl :\ations publica- population growth is well founded. But the matter

tion, Sales :\0.: IlJ52.XIll.l, pp. 530 and 536. b 'd d ..
I) See Statistical Ycarbook, 1949-50, United :\ations publica- must e conS1 ere realIstIcally. Even the birth con-J ti.oo.,.s.a.�.~_~.~•.•:.I.~.O•.X_V.I.r.•1 2_t_r_OI_a_d_v_oc_a_t_~_b_y_S_o_m_e_c_o_u_w_n_o_t,_~_c_o_r_ilingfuex~rt
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foretasts, prevent the world popula·ion from in-:oreasing
considerably in the next few years. Moreover, while
it is true that the rate of population growth ten..LS to
increase when living conditions improve, it is also
an cstablishcd fact that the birth rate tends to fall
whcn living standards are raised above a certain level.

Disturbing though it is, the problem raised by
popula'iion growth certainly cannot be adduced as valid
grounds {or taking no action. Indeed, the conclusion
to be drawn is that development plans win have to allow
for a certain initial increase in the rate of population
growth as progress is made, and should be so con­
ceived as to enable average per capita income to be
raised despite that increase. Otherwise, a situation
which is already serious at the present time will be­
come even more serious in the future.

THE SITUATION IS NOT DESPERATE

Owing to the scope of the problems involved and
the scale of the resources which will have to be en'­
ployed, the situation might be regarded by some :..5

desperate, if recent history did not provide examples
which inspire confidence in human potentialities and
show that considerable results can be achieved with
relatively small means.

It is important, too, not to underestimate the
cumulative impact of projects of limited scope, whose
effects extend to other sectors. A campaign against
disease, for instance, will not only restore a people's
physical strength but will also help to increase pro­
ductivity; similarly, educational advancement will in­
directly affect national income by making it possible
LO introduce new agricultural, industrial and commer­
cial methods. Once physical and menta! inertia has
been overcome, the possibilities of advancement in­
crease and whole communities become imbued with a
spirit of initiative. Latent energies grow and are ex­
pressed in a general drive by the entire community to
~('hieve a better life.

encouraging results. In Java, the use of a new variety
of sugar cane has increased yields by 50 pel" cent.
In Pent, the application of insect and disease control
doubled potato production in four years. IS During a
brief visit to Iran, a team of United Nations Technical
Assistance experts located fifty sites for wells for drink­
ing water and irrigation.H

A CONSIDERABLE SL'CCESS H.\S ALREADY BEEN ACHIEVED
IN DISEASE CONTROL

In Ceylon, where malaria had for centuries been
undermining the health of two-thirds of the popula­
tion, the malaria lnortality rate was reduced by 82.5
per cent within three years, 1946-1949, by intensive
use of DDT,ll1 In Northern Thailand, maiaria control
has been carried out with such success that the in­
habitants can now bring in a second rice crop. In those
parts of Greece which were freed from malaria, the
~esults are equally striking. there was, for example, an
mcrease of 15 to 20 per cent in milk production.16

Remarkable success has been obtained in yaws con­
trol campaigns carried out by certain governments in
collaboration with the World Health Organiz?tion and
the International Children's Emergency FunQ. More
than 300,000 sufferers from that disease were treated in
Indonesia in 1950-1951 and the many cures have en­
couraged the authorities to continue and extend this
health crusade.17

T~es: few examples, selected from among many, are
cop"'nCtng: they show that the struggle has already
be .> 1.Jegun successfully and they encourage us to con­
tinue it. We now know that if greater resources were
put to work, poverty could be vanquished and the
necessary conditions for the economic and social ad­
vancement of the under-developed areas could thus be
created.

THE MEANS OF DEALING WITH THE PROBLEM CAN BE
""OUND

."i""..c,;.~~-_
/1

-;:

,~\

THERE IS LAND ENOUGH TO FEED THE WORLD'S

POI'ULATION

Of land there is no lack. Authoritative experts, in
particular those of the United States Department of
Agriculture, estimate that barely 2,000 million acres
of a cultivable area of 16,000 million acres are under
cultivation.1O Mr. Colin CIark asserts that it is not
even necessary to increase the ar~a under cultivation
in order to banish hunger; rational cultivation would
be sufficient.n United Natiens experts believe that
it should be possible to increase the yield of many
agricultural crops SO per cent within two decades or
less by the use of fertilizers. insecticides, better seeds
and better crop rotation. I:!

When we turn from theory and forecast to actual
achievements, we find that there have been some very

.10 ]osue de Castro, Gruyraphii' d.' la faim, Paris, 1949, Edi­
tIOns ollvrieres, Economie et humanisme, p. 35.

11 Colin Clark, "The World's Capacity to Feed and Clothe
Itself", in Thi' 11/0)' .Ihi'ad, vol. 11, ~o. 2.

12 See il1easures for thi' Ecollomic De'i'elop11l£'lIt of Ullder­
[)i','c!opi'd COltlltrii's-Report b)' a GrOllp of Experts appointed
by thi' Si'C/'etary-Gelli'ral of the Ulliti'd iVations, United Nations
publication, Sales ~0,: 195UI.B.2, para. 81.

L 3

The campaign against poverty is a vast operation
which requires the mobilization of great financial re­
sources. 'While it is true that the wealthy countries
themselves have a growing need of capital to ensure
their own development, experience has shown that they
are capable of enormous efforts when circumstances
require. Periods of economic advancement ilave also
shown that :he machinery of production can r1.pidly
respond to an increase in demand. Thus, there is no
re.ason to fear that the development of new countries
WIll affect unfavoumbly the economies of the indus­
trialized coun~ries. In the short run, the effect of the
programme WIll rather ,be a more complete utilization
of existing means of produ~tion. In the long run, when
~he t~nder-de.veloped countrIes are sufficiently advanced,
it wIll constttute c.l powerful stimulus to expansion.

13 Hare-Id V\dson, The War all World Pm'i','t)" London,
1953, Gol1an~z, p. 34.

14 Se~ vVorld Aga'nst Want, United ~ations publication,
Sales :\0.: 1953.1.27, p. 13.

In See Prclimt"lwr3' Report all the World Social Sitllation
United Xations publication, Sales No.: 1952.IV.ll, p. 28. '

16 Harold Wilson, The vVar all World Pm'ertv London 1953
Gollancz, p. 73 and 75. . . ,.

17 See Prcfilllillary [(i'port 011 the Tl1 arid Social Situation
Cnited Xations publication, Sales No.: 1952.IV.11, p. 22. .
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reason, combining duty with self-interest. The eco­
nomic solidarity of the peoples is progressively be­
coming an essential element of policy; the pros}?erity
of one group is coming to depc!1d more and morc on
that of the others and the IJ{)"erty of one limits the ad­
vancement of the others.

The ind~lstrialized countries intend to increase their
productiop and their productivity in order to raise
their standards of living. That is their right and, in­
deed, their duty. Growth is the law of economics:
failure to advance means retreat. But increased pro­
duction in the industrialized countries leads to in­
creased consumption of primary products and, at the
same time, creates the need for markets for the ad­
ditional quantities produced. A supply problem and a
problem of new markets thus arise.

THE PROBLEM OF THE SUPPLY OF PRIMARY PRODUCT~

I t is a paradox that extreme poverty is associated
with huge pNential wealth, of which the expanding i
world eCOn0111Y wiII have increasing need. The in- "
dustrialized countries buy a substantial pv.rt of the pri­
mary products they need in the undc!"-developed coun­
tries: they have a major interest, therefore, in ensur­
ing that adequate supplies are available. The economic
development of the new countries should bring about,
inter alia, the expansion and rationalization of the
production of basic materials, which will benefit the
economy of both the industrialized countries and the
under-developed countries.

The problem is of some urgency: the adequate sup­
ply of primary proJucts for the use of the industrialized
countries is not a problem for the long term. Some in- l
dices show that a supply problem already exists, for
the world's manufacturing capacity has increased in
recent years four times as fast as the production of
primary products.IS The Paley Report (Resources for
Freedo'm) prepared for President Trurnan draws at­
tention to the dangers this imbalance creates and pre­
dicts that, at the present rate of economic expansion,
the United States will have to resort more and more
each year to the importation of primary products.

THE NEED TO INDUSTRIALIZE THE lTNDER-D1!.:VELOPED

COUNTRIES

This does not mean that the ~onomic activity of
the under-developed countries should be restricted to
agriculture and mining; on the contrary, their indus­
trialization is fully justified for structural and economic
reasons. A proper balance must be sought between the
various sectors to be developed. United Nations or­
gans have on several occasions rightly placed the
emphasis on the need 10r agricultural advancemeDt
in the under-developed countries. Where there is hun­
ger, obviously subsistence must first be assured. Sim:­
larly, if the subsoil of these areas is found to be rich
in primary materials, those resources should equally
be developed for the greatest good of both the poorer
and the wealthier nations.

The under-developed countries will not, however,
be able to achieve real prosperity unless they diversify

2. Grounds for action

The debates both in the Economic and Social Coun-
cil and in the General Assembly have brought out the
three arguments in fa, our vf assistance to the under­
developed countries.

TIII~ ~\[QRAL IMPERATIVE

First and foremost, a feeling of human solidarity
should prompt the wealthier countries to come to the
help of the poorer countries. The poverty in the world,
which I have illustrated above with a few figures, the
possibility of remedial action, of which a few exam­
ples ha....e been given, and the gloomy prospects facing
an expanding population make it the duty of nations
to help one another on an adequate scale. This appeal
is addressed primarily to the conscience: of mankind,
whose civilization rests essentialIy on principles of
solidarity and equality. If the wealthy peoples, who
have often displayed generosity, realized the extent
of poverty in the world, they would certainly not re­
main indifferent in the face of so much suffering.

THE POLITICAL IMPERATIVE

At a time when every effort is being made to ensure
world peace, should not the very causes of war be at­
tacked at the politic:l1 level? The 11rst duty is to fight
against poverty, whic;: lies at the roots of contemporary
political in~t:iiJiIity. The division into poor peoples and
wealthy peoples quite obviously has formidable political
implications. At a time when progress has removed
frontiers between countries and between continents and
has everywhere sown aspirations for a better life, such
an unequal distribution of income among natio'ls car­
ries in itself the seeds of serious disturbances and con­
stitutes a lasting danger to world peace.

True, this state of affairs has existed for a very
long time and extreme poverty has been the lot of the
great majority of mankind for centuries, but a new
factor is appearing today. The poorer nations are be­
ginning to realize that their position can be improved
by modern techniques and they are aspiring towards a
better life. It is the duty of our civilization to re-
spond te these legitimate aspirations. If we do not
succeed in doing so within a short enough space of
time, how can we legitimately ask two-thirds of man­
kind to support a civilization which cannot provide
for their bare subsistence?

Preoccupied as they are with these elementary sub­
sistence needs, can we reasonably ask these hundreds
of millions of human beings to respect human values as
we conceive them? Respect for the human person and
freedom have meaning only for those who are freed from
the tyranny of elementary needs. World peace will
gradually grow strong as democratic institutions de­
velop, and those institutions can live and grow only
in an atmosphere of economic vitality offering the
poorer nations the prospect of a better future. Rightly,
therefore, does the preamble to the United Nations
Charter proclaim that "the economic and sociai ad­
vancement of all peoples" is one of the principal safe­
guards of peace.

THE ECONOMIC IMPERATIVE
;,' Th - f h f' b hI' 18 Royal Institute of International Affairs, Information De-
,~ ere is a urt er reason or actIOn y t e wea thIer partment, Worid Production of Raw Materia1s (Information
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their activities. To try to restrict them to agriculture
and the extraction of raw materials would be to estab­
lish their economy on a strongly cyclical basis, i.e., it
would make it too sensitive to economic changes, as
r:lW material prices are wbject to considerable fluctua­
tion. Moreover, technical advances and rationalization
will continuously release agricultural labour, which will
have to be assigned other work. Thus industri"lization
is an essential condition for a harmonious and balanced
economy. No industries should be established, how­
ever, which could only survive, even over the longer
term, within an artificial system of permanent pro-­
tertion. Industrialization should be carried out on an
economically sound basis; ~hus conceived, the more ad­
vanced countries have nothing to fear from it. On the
contrary, they can only benefit from expanded markets
with increasing purchasing power, for growth in the
\'olume of trade is merely the sign of the increasing
prosperity of all concerned.

At the recent session of the Economic and Sodal
Council, the representative of FAO appositely pointed
out that in 1938, the last pre-war year, in which trade
was relatively normal, Canada imported goods to the
value of $US 468 million from the United States,
whereas Latin America, with ten times the population,
received imports to the value of only $US 564 million.
That meant that Canada, a highly industrialized COun­
try, bought 41.3 dollars' worth of American goods per
capita, whereas Latin America imported only 4.6 dol­
lars' worth. In the same year, United Kingdom exportt,
to Australia, a country in the course of rapid indus­
trialization, had a value of £ 5.8s.0d. per head of
population, as against less than 2s.0d. for exports to
India and less than 4s.0d. for exports to Brazil.

THE PROBLEM OF NEW MARKETS

Economic expansion reflects increased prosperity and,
hence, increased production. To produce more it is
essential to sell more: thus, any increase in production
is dependent on the opening of new markets. The
under-developed countries, with two-thirds of the
world's population, thus constitute extremely important
potet1tial markets. As their production and income
expand, their capacity to purchase goods and services
abroad will grow.

It is true that some industrial countries, especially
those which have a very large home market, would be
able to ensure an adequate expansion of their economy
by finding the necessary markets at home. Industrial­
ized countries which do not have equally large outlets
in their domestic markets cannot maintain and stimulate
their expansion except by developing their foreign
trade.

But the wealthier countries are now confronted on the
international level with a problem which in the course
of their history they have had to solve on the domestic
level. The very progress they made in their develop­
ment led them to distribute their national income
more equitably, and this redistribution has proved a
powerful stimulus to economic progress by increasing
the purchasing power of broad strata of the popula­
tion. The better distribution of wealth which will fol­
low fron the development of the under-developed coun­
tries will gradually broaden the world's economic base
and should have the same favourable effects on the
world's economy as those experienced in the past 111

national economies, but on a much larger scale.

5

T~e markets which could be opened up are so vast
that a bold policy of developing the under-developed
countries might well enable the world in the near future
to enjoy an economic activity and a prosperity hitherto
unknown. Such a policy might well provide the elements
of a decisive and lasting solution of the problem of
recession, which constitutes a very great social evil, and
that of maintaining the international financial equili­
brium, which is vainly being attad<ed from the ex­
cessively narrow angle of trade among the wealthier
countries. The expansion of domestic markets will re­
vive the export of private capital, which, togeth~r with
transfers of public capital and the expansion of inter­
national trade, will help to remove the international
financial imbalance.

ACTION TO PREVENT RECESSION

These prospects of new market outlets and addi­
tional sources of employment would be the more at­
tractive in that international economic activity might
slacken as a result of the fall in the e..xpenditure on
armaments, which has played a large part in maintain­
ing production levels in the past few veal's. Had it
proved possible to begin thp. economic expansion of
the under-developed countries, the markets represented
by those cour~tries would have a very important place
in the complex of measures applied by governments to
strengthen a faltering rhythm of economic activity.
The full effects of an anti-eyclicai policy based on the
development of the poor countries, however, will be
felt only in the long run, when these countries have
progressed sufficiently to bring an appreciable increase
in the demand for imports. This economic expansion
of the poor countries will have particularly desirable
effects on economies with only a limited home market,
on which anti-cyclical measures necessarily have a much
more limited impact.

The development of a new country, however, takes
time. Campaigns against disease, the building of schools,
the training of skilled workers, the erection of dams
and the digging of irrigation canals are long-term un­
dertakings; yet they are only the prerequisite of in­
creased production and income. It is important, there­
fore, not to await the onset of a recession before tackling
the problem of economic development. The assistance
needed in setting up the infrastructure of the under­
developed countries must be enlisted forthwith.

Nevertheless, the initial operations of the Special
Fund, which will concentrate mainly upon the purchase
of capital goods, will have an immediate effect upon
the economy of the industrialized countries. The execu­
tion of the development programmes will require the
help of technicians and the use of equipment which only
the developed countries can supply. It shouH be re­
membered at this point that, according to the sug·
gestions of the Committee of Nine, the contribution
of the industrialized countries would be paid in their
local currency and would be used to finance the pur­
chases of the under-developed countries from the in­
dustries of the former. The contribution of the indus­
trialized countries will thus create a flow of additional
export~.

FORTUNATE HARMONY OF INTERESTS

The poverty of the under-developed COl1l1tries is
such as to give moral considerations a clear precedence

I,



3. Results achieved

over economic considerations. The rich countries can­
not base their attitude solely on their own interests
but must take their stand on a sense and a duty of in­
ternational solidarity. It is fortunate, however, that in
this case duty and interest coincide.

During the sixteenth session a member of the Eco­
nomic and Social Council rightly said: "Human nature
being what it is, it is reasonable to assume that its
motive for action is personal interest, disguised when­
ever possible as generosity".

It is only human that industrialized countries should
make a greater effort On behalf of the under-developed
countries if they are confronted not only with an ap­
peal to their beneficence but also with a demonstration
that their own interest is involved.

I t is pleasing to record that the world has not re­
mained indifferent to the distress just described and
that the rich countries have rendered the poor coun­
tries substantial assistance, bilaterally, multilaterally,
or through United Nations channels.

BILATERAL OR MULTILATERAL ASSISTANCE

In their replies to the United Nations Secretariat
some governments have emphasized the efforts made
under their direction for the economic development of
dependent or Trust Territories. Other governments
have stated the amount of assistance they have granted,
on a bilateral or multilateral basis, to certain countries
with which they have not the same ties. More detailed
information on this subject will be found in the replies
of governments.

UNITED NATIONS CHANNELS

An unprecedented amount of international co­
operation has been achieved within the United Na­
tions and the specialized agencies.

The technical assistance programme, launched on a
modest scale in 1948, has been followed by an ex­
panded programme which has !TIade a potent ~ontri­

bution to the spread of technIcal knowledge m the
under-developed countries. While the results of this
activity are difficult to express in precise figures, it is
none the less of the greatest importance anr will have
even more telling results iT! the long run.

The part played by the specialized agencies must
also be mentioned. The United Nations Food and Agri­
culture Organization (FAO) helps to increase agricul­
tural production. It endeavours to improve farming
methods and it spreads among rural populatior.s tech­
nical knowledge concerning such matters as, for in­
stance, the systematic use of selected seed and chemical
fertilizers. The World Health Organization (WHO)
concentrates on public health and hygiene; under its
guidance appreciable progress has been made in the
campaign against endemic diseases. It has ;>.:so launched

6

NEED FOR AN INFORMED PUBLIC OPINION

There is thus a fortunate harmony of in,erests be­
tween those called upon to contribute to the financing
of the Special Fund and the peoples which are to be
its direct beneficiaries. The governments of the indus­
trialized countries should make this essential fact
known in order to gain the support of public opinion.
What reaction can such an information campaign be ex­
pected to produce? It cannot be other than favourable.
The situation of the under-developed countries speaks
loudly enough for itself; as soon as it has been described
and explained, it cannot fail to stir an impulse of
solidarity in all hearts and this feeling will be the
more readily translated into action in that the rich
countries will realize that it is a matter of pursuing
a realistic economic policy eminently favourable to
their own interests.

vast education campaigns to teach the under-developed
peoples the elementary rules of hygiene which affect
the general standard of health. The United ~ati9ns

Educational, Scientific and Cultural OrganIzatIon
(UNESCO) plays an equally important part in educ~t­

ing the populations of the under-developed countnes
and raising their intellectual level. Lastly, the Interna­
tional Labour Office (ILO) , in its own social and
economic field of action, helps to improve the educa­
tion and vocational training of workers and to form
the skilled labour forces urgently needed by countries
in the course of industrialization.

The activity of the International Bank for Recon­
struction and Development will be described later in
this chapter. The International Monetary Fund, despite
the limitations imposed by its statutes and resources, has
on several occasions acted to strengthen the monetary
reserves in many under-devcJoped countries.

The world has certainly not proved lacking in under­
standing and generosity; action has been taken at.every
sensitive spot and some estimates put the fit?-a?clal ef­
fort involved at between 1,000 and 1,500 11111110n dol­
lars a year.19 It is true that this action is slight in com­
parison with the need; but the assistance rendered,
whether under bilateral or multilateral agreements or
through the international age~cies, is none. the les.s a
positive and generous factor m the campaIgn agamst
poverty. The gesture made by the rich countries is the
more significant in that their aid :vas rendered at. a
time when some of them were passmg through a dIf­
ficult period of reconstruction and rearmament. Nor
can there be any question that their needs are equally
great today; in addition to their heavy burden ~f

armament they have to face the same problem, albeIt
from a higher level, of domestic economic expansion.

19 See MeaSllres for the F.col/o11l;C DC'L.clopmcnt of [11!dcr­
dr'L'c!oped Coll1!tries-Report hy a Croup. of EXPcol:tS aPPol1~ted

hI' the Scerctarv-Gcllcral of the Umted NatlOlIs. UllIted
:-jatiolls puhlicatio'n, Sales ;\0.: 19:;I.ILB.2, para. 247.
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4. Broad lines of action
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If all nations can agree on the need to combat pover­
ty and the possibility of overcoming it, it should also
be possible to reach general agreement on the broad
lines of the action to be taken.

THE ONLY REMEDY: ECONOMIC DEVELOPMENT

There can be no question that the way to put an
end to poverty lies in economic development. Poverty
is nothing but the inadequacy of income. The income
of a country depends upon its production and produc­
tivity, which must accordingly be increased. This,
however, can be done only at the price of investment,
a price which rises as technique improves and the scope
of undertakings grows. Such investment caBs for sub­
stantial capital and for the employment of many skilled
technicians. An efficient modern economy is incon­
ceivable where either of cnese factors is lacking.

This requirement adds to the difficulty of launching
economic development programmes in new countries.
In the industrialized countries the technicians, with cen­
turies of tradition behind them, have learned their trades
from generation to generation and capital has been
built up at every stage of development. Hence these
countries have been able to build up their economies
graduaBy, without any interruptions between the suc­
cessive stages. If the under-developed countries wish
to advance, they must today go through the inter­
mediate stages of technical training and capital forma­
tion and in some cases put complex and costly industrial
installations into operation straight ;lway. They have,
however, the advantage of benefiting by the experience
gained by the industrialized countries, which will en­
able them to avoid all the stages of trial and error which
have preceded existing achievements.

NEED FOR FOREIGN CAPITAL

Economic progress in the under-developed countries
requires substantial capital. The governments of these
countries, therefore, must without further delay take
the necessary steps to ensure the domestic formation of
capital and the fullest possible mobilization of savings.
The need for this has been proclaimed several times
by the various organs of the United Nations and has
again and again been acknowledged by all countries.

It is difficult, however, to expand savings sufficient­
ly in countries where the national income is low and
where any attempt to limit consumption would only
reduce still further a standard of living which is al­
ready too low. From this we conclude that it is dif­
ficult to develop under-developed countries adequately
without an initial supply of foreign capital. The savings
of the economically devel0ped countries, in the form of
exported capital, must make up for the paucity of
savings in the under-developed countries. At the same
time the rich countries must give the new countries
the benefit of the knowledge and experience of their
technicians.

If sufficient foreign capital and technicians were not
forthcoming, the economic development of the poor
countries could not proceed except at the slow pace ne­
cessitated by the building up of a small amount of
savings and the training of local technicians. The dan­
ger would be that this slow pace of development might
lag behind the rate of population increase, thus widen-
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ing the disparity between the respective situations of
the rich and the poor countries.

A PROMINENT EXAMPLE

The work to be done for the under-developed coun­
tries is comparable, mutatis ntlltandis, with that made
possible in Europe by the Marshall Plan. Under this
plan the United States of America came to the aid of
eighteen Eur0!:lean countries which had been hard hit
by war and were faced with grave social and economic
problems. In the four years from 1948 to 1952 the
United States supplied aid amounting to 13,500 mil­
lion doBars, 90 per cent of which took the form of gifts
and 10 per cent that of loans at from 2.5 to 4 per cent
interest. The results were quickly apparent. Many
European nations were soon in a position to renounce
of th~ir own accord the aid so generously rendered.
Vlithout wishing in any way to minimize the generosity
of the American gesture, we may say that the economy
of the United States probably shared in the benefit
accruing from the restoration of the European economy.

It is true that the European countries, by their own
efforts, could gradually have climbed the uphill road
in the course of many years of painful endeavour
which would have entailed all manner of privations for
their people, as well as the political troubles usually
attendant on difficult times.

The United States Government had the support of
a well-informed public opinion which accepted a heavy
fiscal burden amounting in the first year to an average
of 40 dollars pe1' capita and 100 dollars per taxpayer.
This illustration shows that an enlightened public
opinion is capable of responding when an appeal is
made to its generosity.

Today all the rich peoples should unite in a joint
effort of aid for the benefit of the under-developed
countries.

EXPERT OPINION ON THE NEED FOR SUBSTANTIAL IN­

VESTMENT OF FOREIGN CAPITAL I

United Nations experts have endeavo ..red to estima.,e
the amount of capital which would be required to effect
an adequate improvement of the standard of living in
the under-developed countries. They themselves em­
phasize that their figures are approximate and are to
be regarded as little more than an indication of order
of magnitude. Such estimation, moreover, is rendered
especially difficult by the necessity of making assump­
tions a.nd by the inadequacy of statistic,,-l information.

According to their calculations the amount of capital
needed each year to raise the national per capita income
in under-developed areas by 2 per cent per annum
would be something like 19,000 million dollars. About
5,000 million doliars of this could be provided by domes­
tic savings. A deficit of 14,000 million dollars a year
would thus remain to be met.20

Even bearing in mind that better methods of increas­
ing and utilizing domestic savings could be applied in
the under-developed countries and that such savings
tend to increase as the standard of living rises, the ex-

ZO See Measures f01' the Ecollomic Development of UIlder­
De11eloped Coulltries-Report by a Gr01~p of Experts appoinftd
by the Secretary-General of the United Nations. United Nations
publication, Sales No.: 1951.II.B.2, paras. 245 and 246.
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perts estimate that a 2 per cent increase in national
pcr capita income is out of the question unless more
than 10,000 million dollars of capital, 3,000 million
dollars of which would be grants, is imported annually.

The experts consider this contribution of 10,000
million dollars to be within the capacities of the eco­
mically developed countries, for it represents some 2
per cent of the national income of the countries of
vVestern Europe, Australasia, the United States of
America .,nd Canada, the total income of which
amounts today to some 500,000 million dollars. It should
be observed, however, that a transf~r ot 2 per cent of
a. country's national income represents, in practical
terms, a vast operation entailing great financial sacrifice.

NEED FOR CAREFUL PREPARATION TO MAKE THE BEST

USE OF FOREIGN CAPITAL AND TECHNICIANS

On the basis of the experts' estimate of needs there
is clearly room for speculation whether the under­
developed countries have the technical and human re­
sources necessary for the rapid and effective absorption
ot such a massive influx of foreign capital, whether
this takes the form of loans or grants. In this connexion
It should be noted that the efficient and rapid distribu­
tion of. sums of this size is no easy matter, for in prac­
;tice it is a complex operation requiring careful pre­
paration. The first necessity is to draw up programmes
.;,t.nd priorities so that, in accordance with the wish of
;all, "every dollar spent shall make the maximum con­
tribution to economic development". This is a very
important task, and should be prepared well in advance
if a sufficiently rapid start is to be made; the bene­
ficiary countries dearly have a leading part to play in
this work. Then, even if the financial means can be
found, the necessary technicians must be available.
'l'hese are scarce in poor countries, and it may well be
that the industrialized countries themselves have not
enough of them to cope with so many new tasks. This
aspect of the problem, too, should be given immediate
consideration. Lastly, attention should be drawn to the
risk of inflationary pressure to which an accelerated
rate of investment in the under-developed countries
might give rise; the objectives of the development pro­
gramme will only be achieved within the framework
of a he:tlthy monetary and financial policy.

SMALL SUMS CAN ACHIEVE MIRACLES

\ \'ithout wishing to underestimate the vast amount of
investmep.! which will be needed for several years, we
may lone the less affirm that, as a result of the steady
improvement of the standard of living of the popul2.­
tions, the proportion of domestic capital will gradually
increase until it pruvides the major part of the neces­
sary finance. Thus, while the Belgian Congo is only
in the first stage of development, more than three­
quarters of the public and private investment in that
country is already financed from local resources.

The results achieved with a limited amount of aid
must also be emphasized. They show that remarkable
accomplishments are possible even when the very large
sums just mentioned are not available in the first in­
stance. With the aid of a modest loan of 5 million dol­
lars from the International Bank for Reconstruction
and Development, Colombia has been able within three

s

years to develop its agriculture to such an extent that
today it is self-supporting in sugar, rice, wheat and
barley and even exports some surpluses of these pro­
ducts.:!l The Economic Commission for Latin America
points out that the production of the countries of that
continent has increased considerably each year since
the Second \Vodd \Var and that most of the investment
undertaken in that periOd was financed by local Latin­
American capita1.22

Hence we feel with the President of the Interna­
tional Bank that: "with the initiative of individ~lals and
communities, provided that initiative is properly di­
rected. miracles can be achieved with small SIll11S".23

SUCCESS DEPE)1DS 0'" THE UNDER-DEVELOPED COUNTRIES

THEMSELVES

To make this a reality, however, the structural re­
forms needed to derive the full effects from the finan­
cial efforts made will have to be carried out in many
of the under-developed countries. While external aiel
is necessary, it can never play more than a supporting
role. The introduction of capital goods and the presence
of technicians are indeed essential, but are not sufficient
in themselves to bring about progress. Economic de­
velopment is not imported "prefabricated" from abroad,
hut is achieved on the spot by dint of a courageous
ana intelligent policy.

In many under-developed countries the way to prog­
ress must be opened by abandoning ancient prejudices
and archaic customs, adapting social and legal institu­
tions, suppressing barriers of caste or race and doing
away with political and social privileges which serve
the interests of a minority at the expense of the general
welbre. Economic progress is possible only if those in
authority desire it and accept its political and social
consequences.

As part of the necessary financial aid must take the
form of grants, the industrialized countries must have
recourse to taxation. Before this source of finance can
be tapped, the taxpayers must be convinced of the value
of the sacrifices asked of them. Their effort must not
be compromised by bad political management and the
tax they pay must not be a substitute for the iaxes that
an enormously wealthy ruling class, indifferent to the
poverty of its fellow citizens, might be unwilling to pay.

It is therefore necessary to introduce structural re­
forms, ,vhile maintaining full respect for the sovereignty
of the under-developed countries. It might be easier
to carry out such structural reforms through an inter­
national organization, which is ill a better position to
spare national susceptibilities. The intervention of any
one country in reforms of this nature would be a very
difficult matter, as is illustrated by the reactions which
have been aroused whenever lending countries have
sought to :nake their investments conditional upon stip­
ulations which the borrowing countries regarded as
infringements of their sovereignty.

21 See Official Records of the Gel/eral Assembly, Eighth
Session, Second Committee, 260th meeting, para. 28.

22 See Official Records of the General Assl!'mbly, Eighth
SessioJl, Second Committee, 259th meeting, para. 25.

2:3 See Official Records of the Economic and Social COl/ncil,
SC'Z'enteenth Sessioll, 775th meeting.
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5.

Despite the favourable votes in the General Assembly,
some sections of opinion do not yet appear to be alto­
gether convinced that non-seH-liquidating investments
will have to be financed through an international fund.
Having summarized in the first part of this chapter
the arguments in favour of developing the under­
developed countries we must now pass in review the
arguments in support of the establishment of a Special
Fund and show that neither private capital nor exist­
ing international agencies can ensure the financing
of non-self-liquidating investments. Lastly, we must
consider whether the measures which the United Na­
tions proposes to adopt to ensure the development of
the under-developed countries should be placed in order
of priority or should all be undertaken together under
a general plan.

In the action undertaken by the United Nations the
financing of non-self-liquidating investments has not SO

far received systematic consideration, although the
various United Nations organs have repeatedly em­
phasized the special importance of this type of invest­
ment. No better definition of the problem can be found
than that given by the Sub-Commission on Economic
Development:

"Any programme of economic development, of ne­
cessity, contains a proportion of low-yielding and
slow-yielding projects which yet are essential pre­
conditions for the high-yielding. and rapid-yielding
projects.

"... Such basic projects ... include investments
necessary for the promotion of health, education and
housing-the human or social overhead capital-and
of transport, communications, po,ver and other
public utilities-the economic overhead capital. These
projects provide little or no yield in foreign exchange,
usually furnish low yields in the short run and also
generally require a considerable period of time before
their yield can be realized in financial terms because
their benefits are deri ved from the more balanced
development of the economic activities which utilize
their services."24

If economic progress is to take place at an adequate
rate there must be a complex of investments to form
what is known as the "economic and social infrastruc­
ture" of a country. The importance of this infrastructure
is plain. Roads, railways, canals, port installations and
sources of power create opportunities for business en­
terprise; clearing, irrigation and drainage make more
land available for tillage. Schools train the labour force
and universities the leaders. Hospitals foster the im­
provement of health and hygiene. When the State has
sufficient resources at its disDosal it usually provides
these services and finances the."c public institutions.

The expression "non-self-liquidating investments"
(investissements non rentables) is somewhat vague,
and has been much debated. A distinction has to be
made between the general economic sense and the
strictly financial sense of the term "self-liquidating".
From the general economic standpoint all infrastruc-

24 See document E/CN.1/80 (Report of the Fourth Sessiol1
of the Sub-Commission on Ecol1omic Development). paras. 11
and 12.
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ture investments, whether social or economic, may be
regarded as directly or indirectly self-liquidating, since
they all contribute to the short-term or long-term
development of the economy. But when we are con­
sidering the financing of the infrastructure, the term
"self-liquidating" has to be given its financial meaning,
namely, producing a return on capital. Viewed from this
standpoint, many forms of infrastructure investment
have to be regarded as non-self-iiquidating, in that
they yield no financial return on the capital invested,
or that they yield such a return only after an unduly
long period. It seems therefore that the question whether
a given investment is non-self-Iiquidating must be de­
cided in the light of a number of factors, which vary
in different situations and different countries. It follows
that the credit-granting body should be allowed some
discretion.

Infrastructure investmen1. is necessary in every econ­
omy, varying accordi:1g to the stage of development
of the economy concerned. Thus, experts consider that
in the development of an under-developed territory 60
per cent of overall investment must be devoted to the
infrastructure during the initial stage, whereas in in­
dustrialized countries, where the purpose of such in­
vestment is merely to maintain, adapt and supplement
the existing infrastructure, the proportion is roughly
the reverse.

These estimates, it may be noted, are horne out by a
survey of African Non-Self-Governing Territories
south of the Sahara carried out by the Organization
for European Economic Co-operation. For the ten-year
period 1946-1955, the development plan provides for
public investment amounting to $US 5,000 million and
private investment of $US 3,000 million-i.e.• a pro­
portion of over 60 per cent of public capital. Between
1946 and 1950, the public capital actually invested in
the Non-Self-Governing Territories south of the Sahara
amounted to $US 1,300 million and tl~e private c:,pital
to $US 750 million, Le., a proportion of public r:;.pitaI
of 63 per cent.25

THE NECESSITY OF FINANCING NON-SELF-LIQUIDATIKG

I:\,VESTMENT BY PUBLIC CAPITAL

Private capital normally seeks a profit, and will be
unwilling to fil]ance investments offering no profit, or
investments the return on which is likely to be distant
or uncertain. Thus the bulk of the infrastructure in­
vestment cannot be financed out of private capital,
which means that if the development of the poor coun­
tries is to be accelerated the assistance of public capital
will have to be called in.

This does not mean that private capital plays no part
in investment of a social nature; but it usually does so
only to a limited extent, and, more especially, in con­
junction with already existing and profitable enter­
prises. These points are borne out by the available
statistics. At the end of 1953, American private capital
invested abroad was distributed as follows: 39 per cent
in mines and oil installations, 32 per cent in manufac­
turing industry, and 10 pet: cent in public utilities, these

25 See The IntcTllatiomIJ Flo'w of Private Capital, 1946-195:!,
United )Jations publication, Sales No.: 1954.ILD.1, pp. 31-32.
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in most cases representing the necessary accompaniment
of the industrial activity financed by American capital.llll

Governments of under-dt\velopl\l countries arc no
longt'r ahle. as they once were, to finance non-self­
liquidating investmt:nt themselves by floating loans in
foreign markets. This method of financing should be
restored as fully as possible, and so far as t?e bo;row­
ing capacity of the under-developed countne'i Will aI,
low. But the difficulty at pres2ilt i..; to find investors in
the industrialized countries, bl'CiUlse--among ot~er

reasons-certain countries have not :l.lways honoured
their obligations. If all available financial resources are
to be marshalled, therefore, confidence must be restored
in this respect also.

TIlE ROLE OF THE INTERNATIONAL BANK FOR RECON­
STReCTION AND DEVF..LOP:\rENT IN THE FIN.\NCING

OF INVESTMENT

The investment finance agency of the United Nations
is the International Bank for Reconstruction and De­
velopment. Although the Bank has done a great deal
of eff':.'cth·e work, the restrictions imposed upon it by
its articles of agr 'ement sometimes prevent it from
making the contribution which would be necessary to
ensure the sufficiently rapid development of 'he under­
developed countries.

For purposes of economic development, the Rank
was set up to grant long-term bank loans to govern­
ments and to private undertakings backed by govern­
ment guarantees. It performs these financial operations
onIv if it considers the borrowing country capable of
ho~ouring its obligations or of guaranteeing that they
will be carried out.

The principal and interest of the amounts borrowed
are often expressed in dollars Or other hard currencies,
since the Rank's resources are mainly in strong curren­
cies. In carrying out such operations, therefl)re, the
Rank must usuallv evaluate the borrowing countries'
debt-repaying capacity in dollars or other hard cur­
rencies. But the under-developed countries have very
restricted bonowing capacity, particularly in scarce
currencies. The Bank. therefore. makes loans mainly,
though not exclusively, for self-liquidating develop­
ment projects offering a return in hard currency and
enabling the borrower to service his debt. According­
lv, the Bank's share in the financing of infrastructu:'e
investment in the under-developed countries is limited
by the nature of the banking operations imposed on it
by its articles of agreement; and many projects-even
projects of very great importance from the point of view
of economic development-cannot be financed by the
Bank.

Despite these restrictions, the Bank has granted loans
to a total amount of ahout $US 2.000 million in its
eight years of existence. In addition, it has done a
great deal to organize a capital market in the under­
developed countries, in particular by helping to set up
and finance development banks, and has given these
countries the benefit of its very great technical ex­
perience.

It is true that some of the provisions of the Bank's
articles of agreement might perhaps be made more
flexible; but such changes must never be allowed to

26 See U. S. Department of Commerce, Office of B'.lsiness
Economics. Supplcmellt to the SlIl'<'cy of Currellt BuslI/css­
Foreil/II fm'cstmcnts of the Ullitcd States, Ccnsus of 1950.
vVashington. D. C. 1953, page 9, table 6.
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modify its fundamental character. The Bank's function
as a supplier of credit must be preserved intact, in ac­
cordance with the principles of sound finance. The
financing of economic development should be normally
<.'ffected through this agency: it is the quite exceptional
magnitude of the problem that has given rise to the
idea of a special fund to complement the existing in­
stitutions.

Aware of the Rank's limitations in the financing of
the development of the under-developed areas, Mr
Black, its President, propounded the problem very ac­
curately in his speech before the United Nations
General Assembly on 10 December 1951, when he him­
~elf put forward the idea of financing by way of grants:
"... the management of the Hank, which regarded the
development task as urgent, belieyed that in some COun­
tries the rate of deveiopment could not be substantially
accelerated if the only external capital they received was
in the form of loans with a reasonable prospect of re­
payment. It strongly beiieved that any additional as­
sistance given to those countries should be in the form
of grants rather than quasi-loans, that the grants should
preferably be administered through international chan­
nels. and that, to the fullest extent practicable, the
technical facilities of existing international agencies
should be utilized for such administration."27

TIlE ROLE OF TECHNICAL ASSISTANTE

The funds available for the Expanded Programme
of Technical Assistance amount to something between
$CS 20 million and $US 25 million per year, little
enough in comparison with the essential needs of the
under-developed countries. The programme is primarily
one of mutual aid between the more developed and the
less advanced countries. This co-operation takes the
form of a sharing-out of the technical skills that the
economically more developed countries have accumulated
over the centuries.

Most of the activities undertaken under the pro­
gramme are of an exploratory or preliminary nature;
they have included country surveys of overall economic
resources. the establishment of institutional cadres on
a sound basis (in public administration for example),
the working out of methods for collecting and utilizing
the statistical data which are indispensable for an over­
all programme of development and vocational training
in the most diverse fields, such as civil engineering,
agriculture, public education, medicine, etc.

No doubt the technical assistance budget could use­
fully be much enlarged. thus permitting an increase
in the \'aluable work of the Expanded Programme;
however it would ii1 many cases be useless to send out
more technical experts since the recommendations they
could make on thL economic and social development of
a country could not be implemented for lack of ade­
quate resources. Many projects undertaken under the
technical assistance programme neceiSsitate non-self­
liquidating investment; for example, flood control
works, programmes for the prevention of soil alkalinity
and the eradication of malaria (an essential pre-con­
dition for the cultivation of the soil or the reclamation
of marsh land) and similar undertakings require large
amounts of capital. The Special Fund would reinforce
technical assistance activities by enabling projects found

27 See Oji'cial Records of the Gmeral Assembly, Sixth Ses­
SiOIl, Second Committee, 163rd meeting, para. 16.
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The flow of long-term capital from private sources
to under-developed countries is at present markedly
inadequate. The investment into which it is directed
is not always of a type answering the fundamental
needs of the country. Its geographical distribution is
also unsatisfactory; for example, capital investment is
particularly smaIl in the politically independent areas
of Asia, athough a third of the world's population is
concentrated in that region.

It is therefore essential that all possible steps should
be taken to create a climate favourable to private
capital; only then will it be attracted to investment in
the under-developed countries. If the factors militating
against the export of private capital could be removed,
there would undoubtedly be great investment oppor­
tunities in these countries, and these opportunities
would be still further multiplied by the development
works carried out. Bilateral negotiations and agree­
ments might also help to restore the confidence of
private investors. Finally, consideration should be
given to the setting up of insurance machinery inside

to iniNa'e or supplement economic projects which - - ~ ~r~.,~
are self-liquidating in the true sense of the term,
projects which, in other words, are high:y produc-
ti~ ~

"In many areas of the world the special fund alone r:
could not provide complete financing that would in I,:;·...•

every case ensure the development of an entire re­
gion. It would, however, perform a useful ftJ,llction
if it could be limited to basic investment or to social I!,'.,

investment complementary to indust,ial development. •
"It thp.refore appears that the fund, at least as at

present c0I1~eived, cannot be separated from the other
elements and that its functions and powers must ac­
cordingly 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 agree­
ment" (A/2646, pp. 5-6).

I had an opportunity to appreciate the pertinence
of these observations on travelling through an under­
developed area in which the government is making
great efforts to improve the economic and social in­
frastructure. A programme of land reform has been
carried out, with the effect of handing over to peasant
farmers land which only a few years before had formed
enormous latifundia. A campaign has been launched
against malaria, which previously forced the peasants
to live on the high land, obliging them to make a long
journey evtry day. Roads, irrigation canals, houses,
schools, experimental stations, and hospitals have bC:':'H
built. At the stage of development it has now reached,
what the country needs to enable it to continue its de­
velopment are the other methods of financing. Thanks
to the development works which have been carried
out, many opportunities for profitable investment do
in fact exist, and the industrialization of this area
wouiJ ensure both a high level of employment and an
improvement in the balance of payments. Side by side
with the Special Fund, therefore, private capital and
other financial agencies must be given the opportunity
of playing their full part.
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to be important to be carried into effect. The estab­
lishment of the Special Fund would therefore only
complement the work of the technical assistance or­
gans. The activities of these institutions, though sep­
arate, would be linked and would have to be carried
on side by side.

TUE SPECIAL FUND AS A SINGLE ELEMENT IN AN OVER­

ALL PLAN

Tlms the Special Fund answers an institutional and
economic need. It is necessary because there is no
agency in the United Nations framework whose task
it is to finance non-self-liquidating investment in the
economic and social infrastructure by means of "non­
cC'l1merc:nl" public capital. What is actually needed is
that we !'hould be able to concentrate on those projects
which ar~ of the most importance for economic de­
velopment, a form of financial assistance that is not
subject to the criterion of profitability, or even of sol­
vency viewed from the governmental angle. So far from
supplanting private capital or duplicating the work of
existing international agencies, the Fund will on ~he

contrary represent a powerful form of assistance, since
the setting up of the infrastructure will increasingly
multiply opportunities for profitable investment and
will hasten the day when expansion can be finar.ced
exclusively by commercial means.

In view of the magnitude of the task of economic
development, it is obvious that the establishment of
the Special Fund cannot of itself resolve all the exist­
ing difficulties. AIl other means must also be used, and
all possible action taken to co-ordinate efforts in the
field of international financing.

Qr-e government's reply to the Secretary-General's
note on the establishment of the Special Fund laid
particular stress on this aspect of 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 all methods of financial assistance, be­
cause the fund will be of real value only if it serves

PRIVATE CAPITAL

The prospects for private capital investment by in­
dustrial countries in the under-developed countries at
present appear rather unfavourable. This fact has been
exh?;.Istively discussed in recent economic literature,
induding United Nations publications. The report on
the foreign economic policy of the United States sub­
mitted in 1950 by the Gray Committee, the report en­
titled Partners in Progress produced by the Rocke­
feller Committee in 1951 and the very recent report
by the Secretary-General of the United Nations28

have all stressed these unfavourable prospects.
Among the various reasons adduced to explain this

state of affairs, it is often pointed out that private
capital is able to obtain better return in its country of
origin, and that it runs risks in under-developed coun­
tries, where the political situation is sometimes uncer­
tain.

28 See The JmernatiollOl Flow of Pri~'ate Capital, 1946-1952,
United Nations publication, Sales No.: 1954.ILD.l.
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the capital-exporting countrie~, on the model of what
has been done in the United States, and perhaps to
the establishment of an international del crcdac sys­
tem.

TilE I~TERNATIONAL BANK

Onlv the United Stares and Canada have con~ented
to th~ unrestricted u~e of the 18 per cent of their
quotas of the Bank's capital subscribed in local cur­
rencv. The other industrialized countries, especially
thos~ of \Vestern Europe, have only authorized the
use of a much smaller part of their quotas, and that
subject to certain conditions. In the aggregate, al­
though the Bank's released capital amounted on 30
June 1954 to $US 1.826,200,000, less than half of this
sum, namely $US 901,900,000, was in fact available for
the granting of loans.

This state of affairs limi~s the Bank's resources. In
particular, the fact that the quotas expressed in Euro­
pean currencies have not been released makes it more
difficult for the under-developed countries to contract
loans in more easily repayable currencies.

THE INTERNATIONAL FINANCE CORPORATION

The establishment of an International Finance Cor­
poration has been proposed precisely in order to fun­
nel private capital into the under-developed countries
and to offset the International Bank's limitations. Such
a corporation would be able to advise iirvestors of re­
nltmerative investments, but in addition-what is more
important-it could itself take up shares in business
undertakings. Ir: this way it ,vould encourage capi­
talists to carry out projects which they are at present
reluctant to undertake, not so much because of lack of
capital as because of a lack of confidence; for the
existence of the Corporation and its participation in
the projects would guarantee foreign capital against
any arbitrary action. Lastly, the International Finance
Corporation would also complement the activities of
the International Bank by arranging capitalization in
the form of shares and by granting loans to private
enterprises not backed by government guarantee.

COMMODITY AGREEMENTS

Any international action that may be taken in the
financial sphere for the benefit of the under-developed
countries will be truly effective only if it is accom­
panied by a parallel effort to ensure g-reater stability
of prices of and trade in the primary products. A large
part of the foreign exchange at the disposal of the
poorer countries is obtained from the export of primary
commodities; for many of these countries, one or two
such commodities account for 50 rer cent of their total
exports.

The Interim Co-ordinating Committee for Interna­
tional Commodity Arrangements, an agency set up by

the Ecollomic and Social Council, has made studies of
primary products which have been of assistance in the
preparation of agreements on wheat, tin and ~ugar.
The Committee on Commoditv Problems of the Food
:md :\gricultllre Organization- studies problems relat­
ing to agricultural products. :\t its eighteenth session,
the Economic and Social Council confirmed a general
decision which it had taken earlier in its resolution
557 F (XVIII) by setting up a Commission On In­
ternational Commodity Trade, the members of which
will be ,,-ppointed at the end of 1954. This Commis­
sion will take account of any parallel action on primary
commodities which may be taken under the General
Agreement on Thriffs and Trade. Thus the United
Nations is making every effort to reduce the fluctua­
tions in the international markets for primary com­
modities-in particular by the conclusion of inter­
governmental agreements. The importance of this work
should be emphasized at this point; it should he con­
tinued ancl expanded.

THE TASK IS AN ENORMOUS AND COMPLE.X ONE

All these efforts should form part of a co-ordinated
plan, and the United Nations deserves tribute for
huvi'lg conceived the problem in that way.

Thus, at about the same time as I was given the
task of studying the possitJility of setting up a special
fund, the General Assembly instructed the Interna­
tional Bank to continue its study of the creation of an
International Finance Corporation,20 and the United
Nations Secretariat to ~xamine the flow of private
capital to under-developed countries30 and to study
trade in primary commodities in relation to economic
development.31

The task to be performed is an enormous and com­
plex one. That is why I have laid so much emphasis
in this chapter on the poverty that exists in the t1llder­
developed countries, the need to combat it and the
ways in which it could be remedied.

If this humanitarian task is to be accomplished we
must all be convinced of its necessity, and govern­
ments, which will have to take the requisite financial
action, must be supported by a public aware of the
magnitude of the problem of poverty and conscious
of its moral, political and econOlnic responsibilities.

Only then will it be possib!e, within the framework
of the United Nations Charter, to carry out this task
in a spirit of solidarity, which is a guarantee of world
peace.

20 See -Iocument E/2616 (Second Report of the InternationalBan!;: for Hcconstruction and Dc.'clopmcrtt on the qucstion ofcrcating all International Financc Corporation).
so See th~ Internatio;wl Flow of Primte Capital, 1946-1952,United Nati lI1S publication, Sales No.: 1954.ILD.1.
31 See Commodity Trade and E.conomic De.'elop-ment, United

~ations publication, Sales ~o.: 1954.TLB.1.
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Chapter II

-

HOW THE IDEA OF A SPECIAL FUND DEVELOPED

The United Nations organs which deal with economic
problems have from the outset paid great attention
to the financing of the development of under-developed
countries. The many studies they devoted to this prob­
lem gradually brought out the importance of the follow­
ing facts, which formed the basis for the proposal for
the Special Fund: the shortage of private capital to
finance the economic development of the under­
developed countries, and the need to prepar'. the nec­
essary economic and social jrtrastructure hy carrying
out low-yielding or non-self-liquidating projects and by
fir.ancing them out of public capital in the form of
lmv-interest loans or government grants.

In 1946, the Economic and Employment Commission
noted the importance to economic expansion of exe­
cuting projects that were not immediately self-liqui­
d:.ting. That idea was subsequently taken up and em­
phasized by other United Nations organs.

The representatives of the under-developed countries
have often expressed the view that more flexible con­
ditions should be attached to the loanl" granted to them,
particularly by ;-ranting longer terms for repaytr..ent.
This view was reflected in the report submitted in
1947 by the Sub-Commission on Economic Develop­
ment.

During the course of its third session the General
Ass~mbly adopted on 4- December 1948 resolution 198
(In) in which it expressed the hope that the Inter­
national Bank for Reconstruction and Development
would take immediate steps to adopt all reasonable
measures to facilitate the early realization of develop­
ment loans, particularly those in areas economically
under-develi)ped.

Two years later, at its fifth session, the General
Assembly in resulution 400 (V) expressed the view
that "the volume of private capital which is currently
flowing into under-developed countries cannot meet
the financial needs of the economic development of
the under-developed countri~s" and that "those needs
cannot be met without an increased flow of international
public funds".

In 1951, Mr. Black, the President of the International
Bank, in examining the respective mer:'ts of long­
term, low-interest :oans and {)f grants, drew attention
in the Economic and Social Council and in the Gen­
eral Assembly to the advisability of encouraging certain
basic investments in the under-developed countries
through government grants. l

The idea of establishing a special fund £Or financing
economic development took shape during the third
session of the Sub-Commission on Economic Develop­
ment, held in March-April 1949. The Sub-Commission's
Chairman, Mr. V. K. R. V. Rao, proposed that an inter­
national agency should be set up, entitled the United

1 See Official Records of the General Assembly, Sixth Ses­
sion, Supplement No. 3, p. 60.

Nations Economic Development Administration or
"UNEDA".2 At its fourth session in May 1949 the
Economic and Employment Commhsion considered,
however, that it was unnecessary to set up a new
international financing agency.

The report of the group of experts on National and
International Aleasllres for Fllll Employment submitted
in 1949 contained a proposal for the establishment
within the International Bank of a separate depart­
111ent responsible for raising funds and making loans to
governments for developmental purposes.s The experts
emphasized. however, that the operations of this de­
partment should be entirely distinct from the Bank's
other activities, in the sense that it should have no
acress to the Bank's capital or other resources. When
this proposal was submitted at the eleventh session
of the Economic and Social Council in the summer of
1950, the Council did not think it opportune to take
action on it.

The report published in 1951 by "mother group of
experts appointed by the Secretary General to study
"measures for the economic devl',/opment of under­
developed countries" recommended the establishment
of an "International Development Authority" to "assist
the under-developed countries in preparing, co-ordi­
nating and implementing their programmes of eco­
nomic development; to distribute to under-developed
countries grants-in-aid for specific purposes; to verify
the proper utilization of such grants" etc.4

The proposal was examined at the thirteenth session
of the Economic and Social Council (1951) held under
the presidency of Mr. Hernil11 Santa Cruz, who per­
sonally endorsed the idea, and it was at this session
that the groundv,;ork for the plan to set up a special
fund for economic development was prepared.

At its sixth session in 1951-1952, the General As­
sembly, guided by this work and by the above-men­
tioned reports, adopted resolution 520 A (VI) in
which it requested the Economic and Social Council
"to sub;nit to the General Assembly at its seventh
,regular session a detailed plan for establishing, as
'soon as circumstances permit, a special fund for
grants-in-aid and fot low-interest, long-term loans to
under-developed countries for the purpose of helping
them, at their request, to accelerate their economic
development and to finance non-self-liquidating projects
which are basic to their economic development". The

2 See Officic;l Records of the Economic and Social Council,
Ninth Session, Supplement No. 11 B, pp. 22-24.

3 See National and Intenlational .Measures for Full Employ­
ment-Report by a Croup of Experts ap'pointed by the Secl'e­
tary-Ceneral, United Nations publication, Sales No.: 1949.
ILA.3, para. 195.

4 See M easl/res for the Economic Development of Undel'"
Developed COlmtries-Report by a Croup of Experts appointed
by the Secretary-Ceneral of the United Nations, United Na­
tions publication, Sales No.: 1951.ILB.2, p. 95, Recommendation
14.
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...
Economic and Social Council was further requested
tu prepare a series of recommendations on the way in
which the fund should be set up.

At its fourteenth session in the summer of 1952, the
Economic and Social Council responded to that request
by establishing a committee of nine members to prepare
a detailed plan for the operation of an international
fund for grants-in-aid and for low-inte1"est, long-term
loans.

** ....
At the same time the entire question was studied

bv the United States Government. The "Gray Report"
f~ \'01.. red a policy of assisting under-developed coun­
tries by m~ans of grants. In particular. the report con­
tains the following recommendation: "vVhile the major
instruments for the external fi1lancing of development
on a continuing basis should be private and public
invesbnent for the next few years there is also need
for public 'grants for development . . . The extensi.on
of aid in the form of grants instead of loans may ~n­

crease productivity in a recipient country by consld­
erablv more than would result merely from the amount
of caj>ital involved in repayment.":;

On 20 January 1949, President Truman submitted
his "Point Four" to world public opinion: "More
than half the people of the world are living in con­
ditions approaching misery. Their food is inadequate.
They are victims of disease. Their economic life is
primitive and stagnant. Their poverty is a handicap
and ? threat both to them and to more prosperous
areas .. All countries, including our own, will greatly
benefit from a constructive prograulme for the better
use of the world's human and natural resources. Ex­
perience shows that our commerce with other countries
expands as they progress industrially and economically."

In March 1951 another report submitted to President
Truman by the International Development Advisory
Board recommended the speedy creation of a new In­
ternational Development Authority in which all nations
would be invited to participate and the purpose of
which would be to take part in the financing of certain
public works which, although essential to the under­
developed countries, could not be financed in the normal
way on the international market. The promoters of
this scheme wanted the capital f0f this agency to be
raised by subscription. the United States and the other
nations each making contributions in its national cur­
rency, in proportion.; to be subsequently determined.6

On 16 April 1953. President Eisenhower st'lted:
"This Government is ready to ask its people to join
with all nations in devoting a substantial percentage
of any savings achieved by real disarmament to a fund
for \~'orld aid and reconstruction. The purposes of
this great work would be: to help other peoples to
cle\'elop the undeveloped areas of the world, to stimu­
late profitable and fair world trade, to assist all peoples
to knO\v the blessings of productive freedom. The
monuments of this new kind of war would be these:
roads and schools, hospitals and homes, food and
health." By these and still other measures his Govern­
ment was prepared to make the United Nations an

~. c;, ,rdun Gr'lY. He!,ort to the Presidellt 011 Forei.'!1I {:·,.ol/o/1li,.
/'(lI;,·;rs. Washing-ton, D. C. !()50. pp. 60-67.

,; Lnite<! States International Development Ad\'isory Board.
{'arllll'l's ill Proyress; Ne!,ort to President Trll;1Ul1I. Sill10n
and Schnster. New York. 1951.
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effective organization capable of safeguarding peace and
ensuring the safety of all nations.

Mr. Baker, United States representative at the six~

tccnrh session of the Economic and Social Council, re­
ferred to the text of this speech by the President when
he proposed that the following declaration should be
adopted:7

"We, the governments of the States Members of
the United Nations, in order to promote higher
standards of living and conditions of economic and
social progress and development, stand ready to ask
Our peoples, when sufficient progress has beeI> 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 de­
velopment and reconstruction in under-developed
countries."

*
* *

This proposal by the United States was adopted by
the Economic and Social Council and submitted to the
eighth session of the General Assembly which incor­
porated the text of the declaration in its resolution 724
A (VIII), adopted unanimously, with six abstentions,
on 7 December 1953.

In this resolution the text of the declaration is pre­
ceded by a preanlble in which the General Assembly
states that it is desirous "of strengthening the United
Nations in its mission of guarding the peace and security
of all peoples and of promoting higher standards of
li ving and conditions of economic and social progress
and development in under-developed countries" and
looks forward "to the time when sufficient progress in
internationally-supervised world-wide disarmament wiII
make it propitious to devote additional resources to as­
sist development and reconstruction, particularly in the
under-developed countries".

Although the effect of this declaration is to link the
establishment of the Special Fund to the problem of
universal disarmament, which cQt1siderabiy reduces its
scope, at least in the immediate futurf:, it is nonetheless
true that the declaration marks an important step to­
wards making the fund a reality. It is a solemn under­
taking assumed by all States Members of the United
Nations to lend their financial support to the new
organization.

During the discussions in the Second Committee
which preceded the General Assembly's adoption of
the declaration, the representatives of the under­
developed countries urged that the industrialized coun­
tries should waive the essential pre-condition of in­
ternationally-supervised disarmament and should agree
to establish an international fund without further deiay.

With this situation in mind, the General Assembly in
resolution 724 B (VIII) entrusted me with the task,
thp terms of which are set out in the first part of this
report. It also expressed the hope that: "conditions
favourable to the establishment of an international fund
will he created in the ne...!r future and that savings from
internationally-sLlpervised world-wide disarmament will
provide additiona i means for financing the economic
c1eYelopl' ient of under c1e\'elopec1 countries and will
further the aims and objectives of such a fund".

j See Official Records of the Ecollomic and Social Cojtllcil,
Sixleel1th .'I'cssio 11 , 725th meeting.
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Chapt.er III

THE MORAL AND MATERIAL SUPPORT WHICH MAY BE EXPECTED FROM
GOVERNMENTS FOR THE SPECIAL FUND

Reply of the Federal Republic of Germany:
"The Federal Government r,;grets that for the time

bdng it is not in a position to make contributions
of a material nature to a new special fund for eco­
nomic development beyond its contribution to the
Expanded Programme of Technical Assistance" (A/
2646/Add.1, p. 8).

Reply of Canada:
"... Until circumstances, including progress in

disarmament, are such that these countries are able
to provide additional resources on a scale which would
make the operations of an international development
fund worthwhile, the Canadian Government considers
that it would bp ;nadvisable to set up such a fund, and
would not itself be prepared to contribute thereto"
(A/2646. p. 28).

Reply of the United States of America:
"We believe that the time is not propitious for the

establishment of such a fund. International tensions
make it necessary for the nations of the free world
to apply large resources to the requirements of de­
fence. As long as this sitt.ation persists, competing
claims on public funds for other purposes, even though
urgent, must be examined with the utmost caution.
An international fund could oot be successfully
operated without considerable resources from many
nations and to secure these would not, under present
circumstances, appear feasible" (A/2646/Add.l, p.
13) .

Reply of New Zealand:
"For these reasons, the New Zealand Government

are unable at the present time to enter into any com­
mitment to contribute to the special fund should it be
established" (A/2646, p. 49).

Reply of the Lnited Kingdom:
"The attitude of the United Kingdom Government

has frequently been made clear in debates both at the
Economic and Social Council and the General Assem­
bly of the United Nations. Broadly speaking, Her
Majesty's Government accept and support the prin­
ciple of an international fund within the framework
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 :::on­
trilJt1ting Power is yet in a position or prepared to
contribute, they have grave doubts about the desir­
ability of taking any immediate practical steps to­
wards the establishment of a fund" (A/2646, p.
56 ).

H('ply of Sweden:
"As regards the project of a special fund in ac­

cordance with the recommendation of the Committee
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Following General Assembly resolution 724 B
(VIII), governments have expressed themselves almost
unanimously in favour of establishing an international
fund for financing non-self-liquidating or low-yield in­
vestments which cannot be financed in the usual va·.

With respect to material support, the General Asselil­
bly resolution makes the establishmei.r of the Fund
contingent upon sufficiel,t progress in internationally­
supervised world-wide disarmament.

During the debates in the Second Committee of the
General Assembly, the representatives of the industrial­
ized cOtmtries for the most part insisted on that pre­
condition, while the majority of the representatives of
the under-developed ~ountries wanted the fund to be set
up immediately, without waiting for internationally su­
pervised world-wide disarmament. It is this divergence
of views that accounts for the fact that the replies from
governments may now be divided into three groups.

One group of replies, from the under~eveloped coun­
tries, generally confirms the position taken by those
countriEs in the General Assembly.

For example, the Yugoslav Government expresses
the view that "the present econoni ic situatiml, partic­
ularly in the highly developed countries, confirms the
opinion <hat real possibilities do exist for the collecting
of means reces3ary for the beginning of the financial
operations of the fund" (A/2646, p. 66).

The Government of Chile shows equ.ally great in­
terest; it considers that "the preliminary formalities
and empirical studies have been completed. The next
step should consequently be the preparation and draft­
ing of the statute of the special fund, with a view to the
immediate initiation of consultations with the govern­
ments concerned with regard to the formation of its
initial capit~ 1" (A/2646. p. 34).

The Government of Honduras already suggests that
its contribution should be between 65,000 and 165.000
lenlpiras d(-pending on whether it is to be based on the
Honduran contribution to the International Monetary
Fund or to the International Bank for Reconstruction
ancl Development.

Another group of replies, all of them from indus­
trialized countries, either maintains as an essential con­
dition that sufficient progress must be achieved in in­
ternationally supervised world-wide disarmament before
any contributions can be made to the financing of an
international funcl. or takes the even more reserved posi­
tion that, at least in present circumstances, the estab­
lishment of a new international organization would not
be desirable.

That is the position of the Federal Republic of Ger­
many, Canada, the United States of America. New
Ze.t1and. the United Kingdom, Sweden and Switzerland.,

l __
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Reply of France:

"Consequently, the French GO\'ernment can only ap­
prove the wider application of principles which it
itself applies in the under-developed territories uncler
its administration. It must, however, emphasize that, if
the States l\Iembers of the United Nations consider it
possihle to establish a special United Nations fund
for economic development, its ability to contribute to
it would be limited for the above-mentioned reasons.
Thus France, anxious to take an active [lart in a
scheme the importance of which it fully appreciates,
is prepared, when the time comes, to give most
favomahle consideration. in the light of its own posi­
tion, to the possibility of contributing to the activities
of this nc\\' organization" (:\j264(i/Add.1, p. 6).

Reply of Japan:

"In the event the proposed programme is final­
ized. the Japanese Government will be ready to con­
sider favourably giving its material support to the
fund to such an extent as its financial circumstances
would permit" (A/2646, p. 44).

the gTl'at Powers shall make the t'stahlishnwnt of
the fund practically feasible" (:\j2(i.f6jAdd. I , p.
16).

Ht'ply of :he N'etherlands :

"Tht, !\etherlands Government are awart' of the
fact that, for the time [wing, the costs of armament
for the maintenance of intl'rnational pe:lce and security
might limit the extent of sllch a financing institution.
Thev feel nevertheless that, as the t'conomic develop­
n1t'nt of undt'r-deve!oped countries is in itself an urgent
problem and as this development as such will contri­
bute to intt'rnational peace and security, a special funt!
should be estabiished as soon as the conditions men­
tioned in the report of the Committee of ~ine arc
present" (:\/2646, p. 46).

Reply of Belgium:

"Since the Government firmly adheres to the prin­
ciple, as proposed by the experts, that cOI:tributions
should be of a 'voluntary' nature, Belgium's material
('ontribution would be determined with regard to the
following factors, the importance of which has been
amply justified in the note ... \ 3) The tr~nd of ex­
penditure on armaments (Belgium supported General
Ass\~mbl)' resolution 724 A (VIIn, according to
which a portion of the savings achieved through
disarmament would be devoted to assist the under­
developed countries in the manner envisaged by that
resolution)" (A/2646, pp. 22-23).

Reply of Luxembourg:

"The amount of anv contrihution will depencl on ...
(b) the recluction of armaments expenditure, if the
international situation permits" (A/2646/Add.2, p.
26).

It is important to emphasize that even the countries
in the third group are for the most part prc[l~J.red to par­
ticipate in the Special FunJ only to the extent that it is
established on a realistic basis, that is, if a sufficient
number of States contribute to it, among them the prin­
cipal industrialized countries, one of which must be
the United States.

of !\illl" Swedt'n has from the beginning taken a
rather rt'sl'n'ed attitude in rt'g:ml of the fat't that the
t'fl'ation of such a fund would mean a new interna­
tional organization involving still higher owrlll'ad
t'osts and cntailing risks of lIverlapping and duplica­
tion of dfort. Alrcady the difficulties of financing
tIll' pn'sl'nt techllical assistance.' programme han' ne­
cl'ssitated tIll' kccping" of this programme on an es­
sentially lowl'r levl'1 than is t'ort"esponding to the needs
and wishes of the undt'r-dcwloped countries. The
SWt'dish (;overnnwnt still han' certain misgivings as
to the usduhll'SS of \.'reating the proposed sI't'cial
fund" (AI 2o.f(i, p. S2).

Rcply of S\\'itzl'I'land:

"In the opininn of thc Swis~ authonties. it would
he preferahll' at the present for Member States to
cnncentratl' on cnhancing the dft'ctivt'ness of the
Expanded Programllll' rather tl'.an to undertake any
new tasks , .. Indced. tht' financial ditlicu1ties no\\'
confroliting the Expanded Programme of Technical
Assistance and other intt'rnational organizations are
we1l known. The wisdom of eS'iablishing a new in­
ternational hody at this stage may tlll'refore be lUCS­

tioned" (A/2(i.f(i, p. S·1-).
L:lstl\', there is a third group of replies, also from

industri'alized nations. The\' express the view that it
would lw regrettahle to make the creation of a special
fund conting-t'nt upon a general reduction in armall1ents
f'xpenc1itun:. They deda;e themselves ready to gi\'e their
m,~~trial support to the Fund: some of thel1l say so
specific ~~'y in their replies, while others make their par­
ticipati,)\. and the size of their contribution dependent
on the fulfilment of a number of conditions. This group
comprises Denmark, Italy, Norw:],y and the Netherlands,
in the first category, and Bdgium, France, Japan and
Luxembourg. in the second.

Reply of Denmark:

"The Danish Gowrnment is of the opinioli that the
establishment of the special fund should not be post­
poned, It is ncither found necessary nor desirable to
await a general decline in defence expenditure. The
proposed sum of $250 million represents only an
infinitesimal fraction of the total annual defence ex­
penditure" (A/2646, p. 36).

Reply of Italy:

"The Italian Government feels that the resen'ation
expressed in the Economic and Social Council resolu­
tion that the estahlishment of the special fund shoul(~

be postponed to such time 'as circumstances rermi!'
and 'when sufficient progress has been mat,e in wO:lt!­
wide disarmament' considerably reduces the practIcal
scope of the proposal. It would be better if all the
countries, whether :'[embers of the United Nations or
not, which ha\'e shown themselves favourable to the
establishment of the special fund should elaborate a
joint plan of practical action which could be imple­
mented without delay" (:\./2646, pp. 42-43).

Reply of Xon\'ay :

"The X orwegian (~overnment does not wish to
make the establishml.'nt of the fund depcndent upon
the successful carrying out of disarmament plans. and
it would not hesitate to make its financ;al contribu­
tion to the fund as soon as financial support from



Chapter IV

COMMENTS ON THE REPORT OF THE COMMITTEE OF NINE1

1. Nature of tlte contributions

detail the organization and administration of a pros­
pective special fund.

I do i10t intend in this chapter to duplicate the replies
sent by governments or the Secretariat's summary of
them, but simply to bring out the most important of the
considerations which governments have put forward.

what proportion of the total $US2S0 million-the
amount which the Nine considered essential for the
Fund to begin operations-would be due from the coun­
try I happened to be visiting. I was unable to give an
answer because of the position already taken up in that
respect by the Nine. In order to meet these inquiries
and without prejudice to the voluntary character of
contributions, it might be useful to work out the amOunts
on the basis of States' contributions to the adminis­
trative costs of the United Nations, to the Interna­
tional Monetary Fund and to the International Bank,
simply in order to give some idea vf the size of the
figure. To make this calculation possible, a table has
been attached to this report giving the contributions of
States to the various bodies mentioned. Thus each gov­
ernment will be able to judge the approximate size of
the sum it might be called on to ~upply if the Fund were
'set up with an initial $US250 million as proposed by
the Nine.

Many governments accept the principle of a volun­
tary and renewable contribution but stress the need
to en~ur~ continuity and regularity in the payment of
contnbutlOns. \\Then undertaking to pay a first annual
contribution, States would give an assurance that they
are prepared in principle to continue to give the Fund
financial support for a certain number of years.

One government has observed that the method of
financing recommended by the experts-annud contri­
butions or pledges to contribute, renewable from year
to year-presents considerable difficulties as a method
of financing economic development, which is essentially
a long-term process. It beli~ves thao1 under-developed
countries would be reluctant to undertake the tremen­
dous tasks necessary for their development if they were
not sure that they could obtain sufficient funds to com­
plete th~ \~'or1c The Fund itself could only operate with­
111 the 111111ts of the short-term pledges in hand and that
would necessarily limit its activity.

On the whole, governments welcome the proposal that
contributions should be paid in local currencies con­
vertible int~ otl.1er currencies only with the pern;ission
of the contnbutmg country. Some governments consider
that the advanta~e~ of ~his system would encourage
all States to partICIpate 111 the Fund and most coun­
tries make their agreement to participate in the Fund
conditional upon the application of this recommenda-
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All governments have praise<! the work of the Com­
mittee of Nine and many replies comment on their
report. 1 Some governments, however, state that their
comments are n' It final, because they feel that it is pre­
mature at this stage to describe and define in minute

I [{cporl 011 a Spccial Ullifcd Naliolls FI/lld for Ecollomic
fr~B~f~P11lCIII, United :\ations publication, Sales No.: 1953.

The report of the Committee of Nine considers the
questions of the nature, frequency ano method of pay­
ment of States' contributions, and makes the following
proposals:

States' c0ntributions to the Special Fund's opera­
tional budget should be voluntary; they should take the
form of pledges, and States should themselves decide
the amount in accordance \vith their ability to contri­
bute.

Governments should to that end take into considera­
tion a certain number of criteria based on their eco­
nomic strength and resources, bearing ili mind the
savings effected by a reduction in expenditure on
armaments. Commitments separately ,.ssumed for the
economic development of under-developed countries
should also be taken into consideration.

Replenislunent of the Fund should be studied at
periodic conferences of participating governments. At
these meetings, govenunents would consider the Fund's
budget and decide the amount of their contributions
for the following year or two years, in the light of the
operations of the Fund, the use made by the Fund of
their previous contributions and their own economic
position at the time.

Contributions should be paid in loc1.1 currencies, to
he. c?nvertible into ?the~ currencies only with the per­
111ISSlOn of the contnbut1l1g countries.

Certain governments think it very important that
States should themselves decide the amonnt of their
contributions, while others think that the decision should
be left to the United Nations, which would take into
account the .national income of each participating coun­
try. Accordmg to the latter governments, contributions
could be fixed in accordance with the criteria at pre­
sent used to calculate the shares of Member States in
the administrative costs of the United Nations the
International Monetary Fund and the International
Bank for Reconstruction and Development; those con­
tributions are in fact fixed according to the economic
strength of the Member State.

I ~1 the course ef my conversations in the various
capItals I was often asked to indicate approximately
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3. Loans and ~ran~s

2. Criteria for the consideration of requests made by governments of under-developed
countries

-

•

tion. One government, however, considers that it is too
early yet to take up a position on this point because,
when the time comes for the Fund to be set up, con­
vertibility may be sufficiently wide-spread for States
Memb~rs to make their contributions in freely conver­
tible currencies, and that would greatly enhance the
effectiveness of the Fund.

Some governments specially welcome the proposal
that States should be permitted to limit the use of their

In general, governments are agreed that the Fund';,
resources should be allocated on the basis of a fair geo··
graphical distribution. They expect an international OT­

ganization to bear in mind the needs of all its members
and not to allow one region to benefit from all its re­
sources. Some governments, however, think that to
achieve its real purpose the Fund should take account,
first and foremost, of the needs of the various coun­
tries and of the efforts they are themselv~s making in
using their own resources.

One government does not share this view but thinks
the Fund should allocate its resources in ad'cmce and
solely in accordance with the principle of a fair geo­
graphical distribution.

Another government's reply draws attention to the
kind of relationship which should be set up between the
Fund and those States Members which are responsible
for the international relations of Non-Self-Governing
Territories, should these Territories desire the Fund's
assistance.

POLITICAL CRITERIA

Or: the whole. governments approve of a proposal
that in distributing its resources the Fund should not
be influenced by considerations relating 'to the requesting
country's political system or the religion or racial origin
of its inhabitants. However. as one reply points out, the
Fund should not give assistance to a country whose
political situation is so unstable that the execution of
projects whil~h the Fund has been asked to finance
might in fact be jeopardized. Similarly, the Fund should
not give assistance to a country which had failed in its

A number of governments declare that there are
certain advantages in furnishing intemational assistance
in the form of long-tern1 or low-interest loans rather
than grants. Firstly, the obligation to repay a loan en­
courages the debtor to administer by sound methods the
investments financed bv means of the borrowed funds;
and secondly, perioc.iical repayments ensure the re­
newal of the principal, which can then be usefully put
to work again for other purposes. Experience shows,
too, that the relations between borrowers and lenders
are usually better than those between donors and re­
cipients.
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uwn contributions to the purchase of certain specified
goods and services within their own territories; they
suggest that States should be allowed to make their
contributions in kind, for instance in the form of capital
goods. They think it might even be possible to carry
out definite programmes submitted by requesting coun·
tries so that the contributions in kind made by several
different countries are co-ordinated through a plan in
such a way as to make them complementary and to pro.
vide support for anti-cyclical policies.

obligations towards the United Nations or a State
Member thereof.

ECONOMIC CRITERIA

One government considers that recipient countries
should themselves provide an appropriate part of the
money needed to carry out the plans for which they arc=;
requesting the Fund's assistance. Such a contribution
would be a tangible proof that the recipient country
regarded the projects as urgent and essential to its de­
velopment.

Another government approves the proposal that re­
cipient countries should be required, within their general
policy, to apply such sound financial and monetary meas­
ures as are necessary, notably, to combat inflationary
tendencies; it would also like the Fund to have the au­
thority necessary to prevent recipient countries from
resorting to extreme protectionist measures.

FINANCIAL CRITERIA

One government agrees with the proposal that the
requesting country should be required to prove that
other methods of financing are inappropriate and that
it cannot obtain foreign capital. The same government,
however, considers that that requirement should not be
pressed so far as to impose on requesting countries un­
due delays or undue burden of proof.

Another government states that the assistance of the
Fund should not be granted to States which cannot
secure capital because of defects in their fiscal or ex­
change control systems or because of the unfavourable
treatment they accord private capital invested in their
territories.

Other countries, however, think that it might be dif­
ficult to formulate principles by which to decide when
assistance should be given to a country in the form
of a grant rather than a loan; and it would be even more
difficult to judge how far to apply the provisions for
flexibility proposed by the experts to the terms normally
laid down for loans by financial agencies such as the
International Bank. The report suggests that the terms
of a loan might be renegotiated wherever it is estab­
lished that the obligation to repay has become too heavy
a burden on the debtor. In this case, one government
notes, the distinction between loans and grants may well
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should be encouraged to do so; this would to some ~

extent replenish the Fund's resources. ~

( b) That if the Fund is also authorized to make long- I:
term and low-interest loans, it should make a grant ii
whenever there is any doubt of the type of assistance I'.'.',

to he gi\'en. Loans would he granted only in clearly-
defined cases, and if the applicant country is unable I
to obtain the necessary funds on the capital market or i....
from the International Bank. Once the terms of the loan ~

are fixed-rates of interest, redemption schedules, ;
periods of grace and currency tr

l
al1;sfers-they should be ~I)

changed only in very exceptiona nrcumstances. 1

(c) That if, in accordance with the generally ex­
pressed desire, the activities of the Fund are closely
co-ordinated with those of the Bank, applicant COUll­

tries might finance a particular project or devdopment
progTamme by obtaining a loan from the Bank for
part of the sum and a grant from the Fund for the
remainder. The proportion of grant to loan would be
worked out very carefully in each case, in relation to
the debtor's financial capacity.

CONTRIBUTING AND RECIPIENT MEMBERS

The Committee of Nine recommends in its report
that contributing and recipient countries should have an
equal number of votes on the Executive Board, and
that in the event of a tie the Director-General should
have the casting vote.

A number of industrialized countries, the potential
contributors, strongly criticize this proposal. One gov­
ernment points out that this procedure has not yet been
tested internationally, that it is not calculated to pro­
mote the smooth functioning of the agency and that it
might even dissuade some countries from contributing.
This view is shared by another government, which
believes that contributing countries should be able to
pass on questions of principle, and to express their
views on the distribution of resources, with a ",,'eight
corresponding to the siz(' of their contributions; that
if they are not given some guarantee of this kind, con­
tributing countries may well rapidly lose interest in
the Fund.

Finally, one government expressly states that if the
plan put forward by the Committee is not modified
in this respect. it will be quite unable to convince its
public that the plan justifies the sacrifices which would
be required of it. The provisions proposed for contri­
butions by countries which are principally recipients­
contributions which, it is suggested. should be purely
symbolic-should not in its 'liew give these countries
powers out of proportion to the size of their contribu­
tions.

should have absolutely no claim on assistance from the
international Fund if it has not paid its contribution to
the Fund's administrative budget and fulfilled its obliga­
tions with regard to the operational budget.

One reply expresses the hope that Members and non­
Members of the United Nations will be equitably rep­
resented in the Fund's executive and administrative or­
gans.
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disappear: and the administrative costs of ::;uch a pro­
cedure of supervision and review may well prove dis­
proportionately large in relation to th~ advantages ac­
cruing from the repayment of the capItal sum and the
receipt of a small amount of interest.

If loans are granted under such Iiheral conditions
and procedures, it is observed, it is prooable that after
some time many loans will transform themselves into
grants, Some countrie~ m~ght then .be tempted to a(;-­
cept unduly large obligations, far 111 excess of theIr
capacity to repay: and that, in the long run, would not
onl\' injure their credit with other financial agencies
but' would also, to take a more general view, tend to
undermine respect for obligations relating to interna­
tional loans,

The following suggestions emerge from the replies
of governments on this point:

(a) That the granting of loans should be left to the
International Bank, and that the Fund's operations
should be limited to making grants. Such recipient coun­
tries as are capable of repaying the sums received

4. Organization of the Special Fund

Governments urge almost unanimously that the
establishment of a new international bureaucracy should
be avoided.

One government proposes that the work of the Ex­
panded Programme of Technical Assistance should be
gradually enlarged to include the work of allocating
funds.

Several governments suggest that consideration
should be given to the possibility of assigning the
management of the Fund to the International Bank
for Reconstruction and Development. They point out
that the Bank is a non-political body familiar with
economic conditions and the needs of possible recipients,
and is in a position to bring to the Fund the benefit
of its vast experience.

Govermnents which approved of the principle of set­
ting up a new agency nevertheless stress the need for
co-ordinating its activities very closely with those of
existing bodies, in particular the Technical Assistance
Administration and the International Bank. In this
connexion, one government stresses the desirability of
making the greatest possible use of the services of exist­
ing United Nations organs- for instance, for the ex­
amination of requests for financial assistance and for
preliminary investigations. Such a procedure would
help make the Fund an integral part of the system
worked out by the United Nations for the economic
development of the under-developed countries.

MEMBERS AND NON-MEMBERS OF THE UNITED NATIONS

One government proposes, in order to prevent any
political complications in the Fund's General Council,
that membership should be open to any government
which undertakes to abide by the principles and regula­
tions attaching thereto.

Another government is doubtful whether it would be
advisable to aClmit to membership of the Fund countries
not participating either in the United Nations or in one
of the specialized agencies. It believes that a State
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PUBLIC AND PRIVATE CONTRIBUTIONS

The Committee of Nine e.xpresses the hope that the
F:md's administrators will be authorized to accept, in
addition to contributions by States, contributions from
non-governmental or private sources. Indeed, appeals
might be mad~ for non-governmental contributions,
ancI such contributions might be encouraged by gov­
ernments by means of tax exemptions.

One government sees no objecticn to this suggestion,
but observes that no further mention is made of this
type of contribution in the report of the Committee of
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Nine. It assumes from this silence that private contri­
butors would possess no statutory powers, but be­
lieves that the Fund's statutes should state this ex­
plicitly.

Another government sees no fundamental objection
to private individuals contributing to the Fund, but
feels it would have difficulty in granting such contri­
butors tax exelllption on the taxable portion of their
incol11t. or profits, since such a concession would be
equivalent to an additional contribution at State ex­
pense-a contribution which would be the greater the
higher the rate of taxation.
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Chapter V

CONCLUSIONS

contri­
ut be­
lis ex-

jection
cl, but
wntri­
[ their
Llld be
te ex­
:er the In concluding the present report, I am compelled

to state that the international situation has not de­
vfloped as favourably as the General Assembly had
hoped. Internationally supervised world-wide disarma­
ment is unfortunately not yet an accomplished fact.
l\lajor industrial Powers such as the Union of Soviet
Socialist Republics, the united Kingdom and the
United States of America appear disinclined, at least
at the present juncture, to lend their financial support
to the establishmpnt of an international fund for grants­
in-aid and for low-interest IG~1g--term loans, while most
of the advanced cc untries which I have classified in the
third group contemplate taking part in the Special Fund
only if it is supported by the leading industrialized
Powers, and more particularly by the United States.

Accordingly, I can only conclude that the essen<ial
conditions for the establishment of such a fund in the
near future do not at present exist.

Yet in my statement to the eight~enth session of the
Economic and Social Council 01' 19 July 1954, I said
that I viewed the future with sonh' optimism. That op­
timism is based on my impression' that the public in
the industrialized countries have for some time heen
becoming increasingly aware that the economic develop­
ment of the under-developed countries present" an
urgent problem, whose solution would contrihute to
a relaxation of international tension and the attainment
of lasting peace.

As chapter III of this report indicates, this idea is
already clearly stated in a number of replies from gov­
ernments. I have reason to believe that other govern­
ments are equally convinced of its truth, but would
prefer to let a little more time elapse, in order to en­
sure that these views are shared by their peoples.

This explains the emphasis I have laid in several
parts of this report on the importance of informing
world public opinion of the poverty prevailing in the
under-developed countries and of the urgent need to
remedy this stat~ of affairs.

During the eighteenth session of the Economic and
Social Council, representatives of the principal world
trade organizations stated that the millions of workers
they represented would welcome any measures of as­
sistance undertaken by their governments, were they
but aware of the wretched plight of the under-developed
countries. Similarly, the representative of a major in­
dustrialized Power suggested the publication of a docu­
ment along the lines of a "White Paper" providing
leading circles in the industrialized countries with the
information needed. Lastly, the representative of an­
other Power submitted a draft resolution proposing
the widest possible international circulation of all data
relating to the advisability and urgency of setting up
ti'e Special Fund.

The General Assembly might perhaps consider
whether it might not be desirable to acquaint world
public opinion with the problem created by living con­

Ld;,;ons ;n vast ams of the wodd. That task of in- 21

formation once fulfilled, governments would be in a
better position to take whatever steps they deemed 1110st
suitable.

I have already pointed out in chapter IV of this re­
port that the replies from governments si 'ass the need
to avoid creating a new "international bu. ..:aucracy"
in setting up the fund. That was in fact the first re­
mark made to me in each of my conversations. I was
fortunately able to reply that the Gelo'l,11 Assembly
had not overlooked that aspect of the pr ,b,.l11 and had
requested the Secretariat to study the po~~i .llity of co­
ordinating the activities of the Special Fund as closely
as possible with those of the Technical Assistance
Board, the Bank and other specialized agencies (El
2618). That assurance once given, the conversation
made much more satisfactory progress.

I think it advisable to recall the General Assembly's
attention to this aspect of the problem, whose im­
portance should not be underestimated.

During its eighteenth session, which has just closed,
the Economic and Social Council took note of the
main points set forth in the present report and, after
disl:ussing them at length, unanimously adopted resolu­
tion 532 A (XVIII), the text of which is as follows:

"The Economic and Social Council,
({Having examined the interim report submitted by

Mr. Raymond Scheyven concerning the establish­
ment of a Special United Nations Fund for Eco­
nomic Development as well as the working paper
by the Secretary-General,

"Noting that both the contents of the replies of
Governments and the debates in the Council indicate
an increasing moral, and an increased degree of
material support for the establishment of a Special
United Nations Fund for Economic Development,

"Considering that the balanced development of
the world economy is a necessary condition for pro­
moting such international relationships as are pro­
pitious for the maintenance of peace and world pros­
perity,

"Reaffirming that the economic development of the
under-developed countries is of essential importance
not only for them, but also for the industrialized
countries,

"Bearing in mind that ':he present rate of develop­
ment of the under-developed countries in general is
unsatisfactory, and that the present world situation
calls for accelerating the development of these coun­
tries,

"
"2. R.ecommends that the General Assembly urge

Governments to review their respective positions
with respect to extending their material support
to a Special United Nations Fund for Economic
Development, in accordance with changes in the
international situation and other relevant factors;

" "



ANNEX

(;onll'ibutions of Member Countries to the United Nntiol1s, 10 lhe Intcrunlionnl Monetary Fund nnd to
the Internntional Bank for Recon8truction nnd De"elopment (in percenlagc8 of total)

-

•

('lIitetl .Vall·ons

Af~hanistan 0.08
Argentina 1.40
Australia 1.75
Austria .
Bl'1~ium 1.38
Boiivia 0.06
Brazil .....................•• 1.40
Burma .•• 0.13
I.h·l'1orussiall SO\·iet Socialist

.Republic 0.50
Canada 3.30
Ceylon .
Chile 0.33
China 5.62
Colombia 0.41
Costa Rica 0.04
Cuba G.34
Czechoslovakia . . . . . . . . . . . 0.06
Denmark 0.78
Dominican Republic 0.05
Ecuador 0.04
Egypt 0.47
El 5alvador 0.05
Ethiopia 0.10
Finland .
France 5.75
Germany (Federal Republic) ..
Gre~ce 0.21
Guatemala O.Oi
Haiti........................ ,l.W
Honduras n.04
Iceland r.04
India 3.40
Indonesia 0.60
rraq 0.12
Iran l'.28
Israel ' . . . . . . . . . . . . . . . . . . . 0.17
Italy .
Japan .
Jordan .

Fund
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0.57
2.58
0.11
1.72
0.17

3.43
0.17
0.57
6.30
0.57
0.06
0.57
J..t3
0.78
0.06
0.06
0.69

0.07

6.00
3.78
0..16
0.06

0.03
0.01
4.58

0.09
0.40

2.06
2.86
0.03

Bank

2.21
l'.55
2.49
0.08
1.16
0.17

3.60
0.17
0.39
6.64
0.39
0.02
0.39
1.38
C.75
0.02
0.03
C.59

0.03
0.42
5.RI
3.65
0.28
0.02

0,01
0.01
4.43

0.07
0.37

1.99
2.77
0.03
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COlllllry (·,,:t,·" NatioltS Fund BGnk

Lebanon ..................... 0.05 0.05 0.05
Liberia ...................... 0,04
Llt.'o(embourg ................. 0.06 0.11 0.11
Mexico ...................... 0.75 1.03 0.72
Netherlands ................. 1.25 3.15 3.04
:'\t'w Zealand ................ 0.48
Nicaragua •••• , •••••••••• ,. loo 0.04 0.02 0.01
Norway ..................... 0.50 0.57 0.55
Pakistan .................... 0.75 1.14 1.11
Panama ...................... 0.05 0.01
Paraguay .................... 0.04 0.04 0.01
Peru . .................... '" 0.18 0.29 0.19
Philippines ..... '" ........... 0.45 0.17 0.17
Poland ...................... 1.73
Saudi Arabia ................. n.07
Sweden 1.65 1.14 1.11

I-

.....................
Syria ....................... ,. L'.OH 0.07 0.07 I:.
Thailand ..................... 0.18 0.14 0.14
Turkey ...................... 0.65 0.49 0.48 :~

Ukrainian Soviet Socialist Re- :;!
public 1.88

i~

......................
Union of South Africa ........ 0.78 1.14 1.11
Union of Soviet So :ialist Re-

publics ..................... 14.13
United Kingdom of Gn'at Bri-

tain and Northern Ireland .. 9.80 14.88 14.31)

United States of A . 3:1.33 31.48 35.13..mcrtca .....
Uruguay .................... 0.18 0.17 0.12 'iVenezuela ..... - ............. 0.39 0.17 0.12 .,
Yemen ........................ 0.04 i~

YU\ioslavia 0.44 0.69 0.44 !~.................. :<
!i~ ,
,,'c'_,

100.00 100.00 100.00 I;·

n Less than 0.005 per cent.

Sources: United Nations: General Assembly resolution 765
(VIII)' International Monetary Fund: AmlHa.{ Report-1953,
appendix IV. International Bank for Reconstruction and
Develupment: Ei!/hth Anl/I/al Report-1952-1953, appendix J. :~




