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PRerfACE

This dissertation is a modest attempt at understanding
some aspects of the economic development of the develo.ing
- ccuntries of the worla, In the years siacc World War Il there
has been a great deal of theoretical discussion en the processes
ol economic develoument of 1sia and Africa. The Tnited Naticns
has taken a keen interest .n the econcmic future of Asia, The
need to discover effective means for planning and helping the eco-
nomic growth ¢f thils region resulted in the Economic Commission
for Asia and the Far East (&CAFE) 2no the Asian Develoument Bank
‘1n 1966,

In this dissertation I have tried toc project the situs.
tion that lea tc the creation of the regional develoyment finan-
cing bangs in general and theié role, with particular reference te¢
thie Asian Develo. ment :ank. Despite the current mood of Gis-
enchantment and impatience aboutl the Aslan Develoyment Bansg, it
is one of the most important examyles of the etforts te deal with
the varicus yroblems ¢f develo.ment in the developing eco:nocmies
oi Asia, During a very short jeriod, 1ts rols has become very
significant,

From among the staff of the Schocl of International
Studies, Jawaharlal Nehru University, first of all, I wish to
record my than«s tc “rofessor M. S. Rajan, Head of the Division
of International Organlsation, who initlated me to studlies on
Internatienal Organization, He has been a socurce of inspiration
throughout the praeparation ol this dissertation. I owe much to

the comments and criticism of Dr Rahmatullah Xhan, ‘ssociate
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Professor of ﬁhe School, who first suggested the subject and

- then egreed to sujervise this disserta.ion. He has helped me
some inaccuracies in facts, legic, and styie, However, any
errdr or absurdities that remain are entirely my own responsie
bility. Dr X, P, Casksena, Associate Professor, has been the
most encouraging and constructive of critics, I am grateful
to him for guing through my synopsis and making some valuable
suggestions, 1 alse thank Professor M, S. Vénxataramani, Dean,
and Professor X, P, Misra, Chairman of the Centre of Interna.
tional Politics and Organication for their xind and sympathetic
attitude. 1 wish ﬁo express my thanks to Shri D. L. Cechdeva,
Librarian and Miss Asha, Assistant Librarien of the Hastinapur
Ccllege, Delhi University and to Lhe staff members of the jeint
1ibrary of the Indian Council of World Affairs and School of

Internaticnal Studies, Sapru House, New Delni, for their help.
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New Delhi K. K. Panda
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Chapter I

PROBLEMS (# THE UNDERDEVELOPED CUUNTRIES



PRCBLEMS CF THE UNDERDEVELOFED COUNTRIES

Since the end of Second world war interest in the pro-
blems of the 'Third world', as the less developed countries
have come to be called (or, ir one prefers, "developing" 6r
“"underdeveloped") has been great, The abject Jovert; and desti-
ﬁ&tion, the sense of urgency and the growing impatience in
these couﬁtries, which encompass two.thirds of the human race
have forced'the developed countries to sit up and take notice
of them., The economlic develogment of the Third World has
assumed paramount importance. The developed countries are con-
tinuously adopting and attuning their economic policies for the
fulfilment of this goal. It has been realized that the rapid
economic development of the Third World is not only necessary
for releasing the masses of the developing countries {rom théir
grinéing goverty but a precondition for global peace. Decades
of stagnation in these countries has not only left a legacy of
stratified societies but a situation that is cépable of "syérkidg
of an international class conflict". (1)

It is estimated that almost two-thirds of the human race-
lives in subhuman conditions, sharing less than a sixth of the

world's income, (2) There 1s hardly a problem more urgent teday

(1) Jagdish Bhaegwati, ccononies of Uhderdevelgged Countries
(London’ 1966)9 e 36.

(2) See Gerald J. Mangonz and associates, "Economic and
s Social Developmentthrough the United Nations System",

in New Dimensions for the United Nations: The Problems

of the Next Decade (Seventeanth :eport o% the Commission
to §7udy he Crganization of Peace) (New York, N.Y., 1966),
P. 174,




than the plight of these underdevelopec countries nor one more
challenging to the human mind, Nearly 2 huidreé meambers of
the United Nations have been classified as poor countries,
Eminent economists have established that since the Second World
war, the rich ecowmtries have become richer, and the poor count.
ries poorer, in terms of their national ianceme. The amount of
finance moving from the developed to the underdeveloped count.
ries is not rising, and the present trend is for the growth of
the low-income countries slowly to lose momentum. As the gap
widens intolerably one is bound to think that this "divisien
of the world intc rich and poor is much more explosive than the
division of the world on ideological grounds" (3).

The uncerdeveloped countries are desperately seeking to
enter the tweantieth century, evea if, many of them, in some
respects, have not yet reached the ninetecenth, Stable govern-
ment, an acquisitive cutlook and techaical capacity which are
necessary for achieving industrialization are yet to be achievad
by many underdeveloped countries., The develeoping countries find
to their dismay that they have jolned the competition at a
time when the handicaps weighing against them are greater, the
the distance to be run longer, and the speed of the established

{3) “Peaceful change" (Address by U Thant, Seminar on
Peaceful Change), Journal of the Institute of Man and
Seience (Reusellacrville, N.Y.), vOl. 2, 1966, p.4
see also Ashmatullah Khan, "The Problem of International
Poverty" in M, 8. Rajan, ed., Studies in Politics (Delhi,
1971), pp. 164.87,
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competitors far in excess of their own (4). The imm diate sqlu-

tion 1s to accelerate the pace of econemic develo.ment, And

it is also significant to note that an important difference bet-.

veen economic development 1in the twentieth century and past

times is that today the developed nations have accepted a measure

of responsibility for the progress of the developing, This

remargable recrudescence of interest now is "not.amerely ephemeral

but 1s likely to be lasting" (5). Among the donors there has

been more «f a movement towards a willingness to support 2id as

a constructive pelicy of world cemmunity towards 1ts.léss'aff1uent

wembers than is suggested elther by crude arithmetic or a few

brutal statistics of aic levels er by the increase in the use of

multilateral agencies, The issue ls esseatially “humanitarian®., (6)
Reg}onalism in political terminelogy is usually under-

stood to mean the formation of a distinct political entity with

the aim of political order-building., It i3 a form of international

organization which is limited in membershig; functions and objéc-

tives. 1t refers to the geocgraphical proximity or 1ideclogical

basls of assoclation, Rezionalism may be associative or dis-

socistive, The term "regionalism" as used in this paper has a

{4) Eriec Reoll, The World After Keynes: An Examinatiocn of the
Economic 6rder (London, 1968), pye. 133-52,

(6) P. T. Bauer, Economic /An3lysis and Policy in Underdeveloped
Countries (London, 1965), p. 3.

(6) Bhagwati, Ne l, De 360
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different connotation, It refers malnly to the regional eco-
nomic groupings of the developing éountries as 8 step towards
international economic integration. According to J. W, Burtén,;
it.is apyroyoriate for the term !'regionalism' to connote all'

forms of associations asmongst limited number of nations, whether
the association has developed out of strictly gcographlcal cir.
cumstances or out of common linguistic, cultural, traditional,".
'1deolog1cé1 and other common featubes whiéh tund to bdind nations
together. (7) ARAegionalism in economic development is essentially
5 post.Second VWorld wWar phenomenon, It.originated out of the

" belief, especially in underdeveloped countries, that the bate.

of the economic'growth aust and would be greatly increased through
state intervention, and through capital amd technological assistanée
on easy terms from abroad. The growing confidence 1n.postQWar
growth economies, fostered, or at least alded, by the agreesable
dynamiém that advanced economies begah experiencing after the

war had ended, coincided with a growing awareness of the world.
wide inequality of economic develo.ment., (&) Until the Second
World wWar only cultural anthropologists evinced socme interest in

the underdeveloped countries, The change in the pclitical climate

(7) J. W. Burton, "Hegionalism, Functionalism, and the
United Nations", Australian (utlook, vol. 15, 1961,
p. 73; Charles ?, Kindleberger, kconomic Development
(London, 1965), Pe 345,

(8) Sece Alan B, Mountjoy, ed., Developing the Underdeveloped
- Countries (London, 1971); Gunaar My?gal, Beyond the Wel-
. fare State; Economic Planning in the Welfare States _and
- 1ts International fmgiicaﬁions {London, 1960), and Gunnar

Myrdal, The Rich and the Poor Nations {Lodcn, 1962).




of these underdeveloped countries was created by Adam Smith,
Malthus, Ricardo, List, Marx, John Stuart Mill, Jevons and
Walras, wickséll and Keynes,

The concern for economic development of the Third World
refers to the raising of the levels of the econoumic activity and
thereby ensuring higher standard of living. Raising of the
levels of economic standards would necessarily imply the intensi.
_ fication of production in the existing sectors, and, very often, |
the creation of the new sectors, According to the econcmists
economic develoyment means the increase in the aggregate or per
"cayita national product, or, in simpler language, the increase
in the national income, OGrowth and developmenl are often used
synonymously, and this usage has been accepted. But there is a
subtle dirference. Economic growth means more output, and ecoe
~nomic development implies doth more output and changes in the
technical and institutional arrangements by which it is produced.
In the early stages of the economy, growth and development go
together,  In the less developed yarts of the world, 1;6., in
countfies that have low incomes, or thuse that find it difficult
to adopt to the ecunomic opportunities available tc them, growth
_and develogment go hand in hand. Also, less developed countries
and 10&-1ncome countries are not exactly identical, although these
categpries overlap to a great extent, This paper is addressed to
the problems of the underdeveloped, low-income countries and the
role of the regional development banks with a particular reference

to the Asian Development bank,



The worla is divided into three groups of states, vii.,
the advanced market economies of the West (l.e., liorth America
and Oceania), the Ccclalist statqs (i,e,, the Soviet unicn and
the countries of rastern Zurcpe) and the ceveloping countries
(L.e., the countries of isia, Africa, Latin America and the
People's Republic of China), (9) For these developing ccuntries,

com.rising of colonial, neoccloaial and ex-colonial regions, a

constant and constructive contact, or vhat Fuggpe klack called

"development diplomacy" (10), is needed ii the peo.le telonging

to these reglons are to realize and enjoy values like freedom
and democracy.

The principal common denomin:tors of underdevelo.ment are
low productivity, lack of technical know-how ¢ put reso urces =
physical and human - into efrective use, shortage of capital,
difficulty in increasing expyort earaings to pay for essential

imports, rapidly expanding popualation (11l), inadequste ,rogram.
1m1ng and planning for develoyment, and social aand psychological
attitudes, There are three types ol develoyment, i,e., symbolic
modernization, maximized economic growth, and selective growth,

According to J, X. Galbraith, development is the "faithful imi.

(9) Guanner Myrdal, zconomic rheory and Unoerdeveloped neﬁions
{London, 19575, pp. 3-43; Joan Hoblnson, kconomic fhilosophy
(London’ 1968), Pe o4,

(10) See zugene H. Black, The Diplomacy of Economic Development
(Cambridge, Mass., 1960).

{(11) R. Nurkse, Problems ol Capital formation in Underdeveloped
Countries (Londen, 1983), p. 32.




tation of the developed", (12) Obstacles %0 development that

are not easily qualified or lncorporated in the planning models

include the inequality of income distribution, conditions of

i

land asnership and tenure, character, organization and effi-

ciency ol the varlous levels of government, the degrec and rigi-

dity of tribal organizations, and socinl customs such as the

prevalence of the extended family system, and-psyéhological COR-

‘ditions. Four factors are basically necessary for the economic

develogment. These.are; agricultural transformations, physical

infrastructure, basic social services, and industrializatien,

Besides Leibenstein's "pojulation dblockage theory",

Nurkse's "balanced growth" thecry, Hirschman's "selective growth

theory and Rostow's "stages of economic growth" theory, a good

deal of literature is also available on the subject, (13) Some

writers have emphasized on the personality iactors, some on

export sectors of the economy, some on heavy ladustry and some

others exclusively on the ioreign aid (14), as the indispensable'

external factor in stimulating internal traansformation., All these

writers have emphasized the role of the capital in the economic

develo,ment of the developing ccuntries,

(12)

(13)

(14)

J. K. Galbraith, Economic Plaaning (London, 1865), p. 3.

See Walt W, Rostow, The Stages of kconomic Orowth: A none
communist manifesto {New York, 19G0);Albert O. Hirschman,
The strategy ol tconemic Cevelopment (Nuw Yorik, 1858);
Gunnar Myrdal, Aslan Crama (London, 1968); Herry G. Johnson,
The world Econg%y at the Crossroads (London, 1965); W. Bir-
minghem, ed., Planning and Growth in hich and Poor Countries
(Londdn, 196€).

Karl de Schweintz, "The Needs of Underdeveloped Econcmies”,
Current History, August 1966, pp. 72-77.




Chapter Il

ECCNUMIC CUMMITM-NTS AND THE CHAHTER



ECONCMIC CUMMITMENTS AND THE CHARTER

The concept of regionalismy was cne of the !thorniest' ones
at the San Francisco Conference. Political regional groupings
ligke the Organlzation of American States, the Arab League, the
british Commonwealth, and the East Burosean Blecc (i.e., the
JeSe8e.Re-Czochoslovagia Defence Treaty, 12 December 1943) were
already in existence. 5o the United :falions Conference on
International Crganlzation was presented with a *fait accompli’,
-- the reality of uhich was accepted in cleuses like Article 51
("Collective Self.Defence") and Article 52 ("action against the
enemy state"), So far as regionalism ia eccnomic matters was
concerned, the Conference made an elaborate arrangement., Reglon.
alism in economic develo.ment w@s recelved greater support at
San Francisco as compared to its status both under the League
Covenant (1) and the Dumbarton (aks “ropcsals (2). The provisions
in the Dumbarton (aks “roposals relating tc economic and social
cooperation were subjected to extensive &nd significant modifi-
cation at San Franclsco.,

The Charter is based vn the preamise tha. a n:cessary cona
dition for the maintenance of international peace and security
is the creation of “"conditions ol stability and well.being®

throughout the world. (3) 1t is only under such conditions that

(1) Article 21.
(2) Chapter VIlI, Section C,
(3) Article 55 of the United Nations Charter.



"peaceful and friendly relations amecng nations based on respeect
for the principle of eQual rights and self.det:rmination of
peoples" can exist. With & view to the creation of such condi-
tions, the United Nations undertook to promote "higher stand.

ands of living", "full employment", “"conditions of economic and
social progress and development', "solutions of international'
economic, social, health and related probleﬁs", *international
cultural and educational cooperation”, and "universal respect

for and observance of, human rights and fundamental froedoms for
all without distinction as to race, sex, language, or religion."(4)
niso, Members of the United Naticns *.leage themselves to take
joint and separate action in cuo.eration with the organizavion" (Sj.
for the achievement of these yurpcses,

The definition of the term "pledge” raised controversy in

the Conferencc. According to the Australian delegaticn "pledge“.

meant that the Members of the !nited Nations would both coopegate
kiaterﬁationally and act within their own countries to pursue the -
~economle and soclal objectives of the (rganication. The American
delegation was critical of this stand, as, accorcing to them, it

would mean the violation of the domestic jurisdiction clause.

Ultimately a compromise formula was arrived at under whicb the

tpledge' referred “to tage joint and separate actlion in coopera-

{4) 1bid,

(5) Article 56.
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tion with the Organization", It would cover only “international
action" and national action was not to be subjected to the

scrutiny of the Urganizaticn, (6) "Plesge” has no legal effect,(7)
The preamble of the Charter declares the determination "to

promote social progress and betier standards of life :in larger
freedom” ano to that end "to employ interaational machinery for

the premotion of the economic and social advancement of all
peoplest, One of the most iamporiant purpcses of the United datioms
under Article 1(3) is "to achieve international cooperation in
solving international .roblems of an economic, social, cultural,

or hunanitarian character, and in promoting and encouraglng

respect for human rigats and for human rights and for fundesmental
freedoms for all without distinction as to race, sex, language,

or religion..,." L. M, Gocdrich and zdvard Hambro also caution

us that even if recomndndations mede under Article §56 and Article 56
are binding, the " _.ledge" does obligate Mecmbers to refrain from
obstructiocnist acts and to coope-ate in good faith in the

achievement of the surposes of Article 55." (8)

(6) Onited Nations Conference on International (rganisation
(uclic), vol, 6, pye Yv and 130. Henceforth referred
to as UNCIU, .

(7) Leeland M, Goodrich, The United Hations (New Yorg, N,Y.
1969), p. 263. See also Lweland M. Goodrich and Edvard
Hambro, Charter of the United Hations (London, 1v49),
pp. 322-.24; Hans Kelsen, The Law of the United Wations
{Longon, 1961), py. xvii, 27 and 99-.100; Leo Gross,
"The United Nations and the RJole of Law", in ¥, J.
Padelford and L.M. Goodrich, ed., The United Nations in
Balence (New York, N.Y., 1965), p. 173.

(8) Goodrich and Hambro, n. 7, p. 324.
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Tne Charter recognizes.that the specialized 2gencies -
‘enjoy a large meisure of autonomy with regard to the prométloﬁ
of social wellbeing of nations, The.United Nations "shall,
where 2pproyriate, initiate negotiations among the states con-
cerned for the creation of any new speciali.ed agencies re-
quired for the accomplishment of the purposes sét forth in
Article 55." (9) rurthermore it is provided that the various
specialized agencles "established by intergovernmental responsi-
bilities, as defined in their basie instruments", shall be brought
~ into relationship with the Jnited Nations (10) and the Organi. |
zaticn "shnall make recommendatiocns for the coordination of the
policies and activities of specialized agencies. (1ll) The
General Assembiy and the Econocmlic 8nd Social Council are vested
with the responsibility for the discharge of these functions, (12)
The Economic and Social Council is authorized to set up commise
'slcns in the economic and sccial fields and for the promotion of
human rights and such other commissicas as may be required, (13)
It may make arrangements for the represuntation of specialized
agencles to .articipate in its deliberations, without vote, aad
for 1ts representatives to participate in the deliberations of

the specialized agencles. (14)

(9) Article 53.
{(10) Article 57,

(11) Article 58,
(12) Article €0.
(13) Article eé8.
"(14) Article 70.
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It was alse agreed at the San Jrancisco Conference that
any crganigzation, established "priwmarily" for the purpese of
maintaining international peace and security must coacera itself
with the establishment of those conditions -- economic, social and
intellectual - which are necessary to the exlstence of a viable
peace, The League system also recogniaéd this fact, (18) Article
23 of the League Covanant, Part XIII of the Treaty of Versallles
"and the Constitution of the Internaticnal Labour Urganization
emphasize the internaticnal econcumic cooperation, (16) It is.
obvious from the delibe.ations of the Conferenc: that the members
‘nndertook "to cooperate jointly and severally with the Organiia.
tion for the achievement of these purpuses” set forth in Article éé?)
Tﬁé reference in the Charter tc the "negotiatiuns among the
states concernod for the creation of any new specialized agenciles
. for>the accomplishment of the .urposes set forth in Article 55" (18)
clearly ineludes the Crganizaticn's regicnal arrangements in the
eéencﬁic arena, Internationrl ecocaomic and social wellbdbelng indeed
“was to be something more than a formality in the jost-war worlg"

and "in dealing with questions in the area ol economic and soclal

(15) Goocdrich and Hambro, n. 7, p. 314.

(16) See League of Nations, Ten Years of World COOJBPRtiOﬂ
(Geneva,, 1930).

(17) HCIv, Sumpary ideport of the Fourteenth Meeting of
Committee 11/3, 29 May 1945, Doc. 684, 11/3/38, p. 4.

(18) Article 59.
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cooperation ... the Assembly c0ild most fittingly perform the
functions of a "toun meeting of the world." (13)

Article 68 of the United Wations Charter provides for
the creation of the iiconomic Commis:ion unucr the aegis of the
Economic and Social Council. In accordince Qith this consti.
tutional provislon; the United J¥ations emvarszed upon a peolicy of
regionalization in the economic sghere. Ey March 1848 the
‘Economic Commission for wurope (20), the Economic Commission for
Asia and the Far East (21) and the Economic Commission for Latin
America (22) were created by the Economic and Social Council,
The Economic Comamission for Africa was created by the Econoamlc
and Social Council in 1958. (23) These regional Commissions are
not regional replicas of the United Matlon;; they enjoy a con-
siderable amount of institutional inde.endence, represent relative
environmental homogeneity and are limited in purpose, These
Ccemmigssions have more discecetion, ideclogy, distinctive style, and
have their own areas of emphasis and shifting role. The thinking
of the headquarters does get reflected in the reglonal centres
of the Commissions. Emphasicing this significant point fhilipye

de feynes, Under-Secretary for iconomic and Socirl Affairs, said,

(19) GOOdI‘iCh, I, 7’ Pe 268,

(20) Economic and Sccial Ccuncil lesolution 3¢ (1V), 28 March
1947. Henceforth referred to as ©COSLC,

(21) ECUSUC Resolution 37 (1V), 28 March 1947.
(22) ECUSOC Resoluticn 106 (VI), 26 February 194s,
. (28)  ECULSUC Resolution 671 A and B (XXI), 29 April 1958,
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"So far as the regionsl comuisslons are ccncernec, we were more
or less dominated, over 3 long period, by 2 way of thinkiang which
doubtless originated in a desire to simplify and clarify matters,
| According to that way of thinking, the regicnal ecoaomic commi-
ssious were organs which should devote themsclves te regearch and
study, and which should be dbarred from what are teramed operational
activities, (24) This clearly speaks of the United Hatlions policy
of minimun involvement in the regional ecoacmic sphere. C(ther
factors also have contributed to the importance ol the regional
cemmissions, The bigolarity in world pulitics which was reflected
in the United Nations early role has changed. The tacit agreement
among the super- .owers to "encapsulate" (25) the more destructive
levels of the cold-war conflicts, the increase in the incependent
underdeveloped countries, the birth of & multi-regional system,
and the emyhasis oa the eccuomic tasks in the budget of the United
‘Nations, are some of then,
The Economlic Commissicn for Asia ano rapr hast wds created

by the Economic and Social Coiuncil under iesolution 37 (IV) of

28 March 1947. The niscsion of this comualssion was broadened from
reconstruction to economic developmeat of the area extending from

‘Mongolia to New Zealand, The geograhic dispersiun, religious,

(24) UN Decument ~/CN,12/672, & March 1961, p.l.

(25) Amitai Etzioni, "un Self-:ncapsulzting Confllctus”,
Journ=l of Conflict Resolution (University ef Michigan,
Ann Arbor), vol. 8, 1964, py. 242-53.
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cultural and linguistic diversity, political cleavages, dis- |
varity in the size of the units, functional dissimilarit), idec-
loric2l variations, deep-seated suspicion ef the leadership of
Japan dating back to the co-prosperity sphere, the presence of -
Southeast Asia Treaty (rgaanization and Pesing's brocding presence
are some of the obstacles that have stood on the way of the

Commission,

In the early years, the Commission was vitlated by
the gélitics of the nca-Asisn states. It was only in the Lahore
Agreement of 1951 that the non-isian states were advised to re-
frain from "using their votes in opposition to the economic
pro.osalsg" advanced by the reglonal members of the Commission,
The then fxecutive Secretary of the Commission Mr 2, §. Lokanathan
saic, "Member goveraments feel, hcwever, that the time has coae
wvhen clearer recognition should be given to the princi,le that
member countries btelonging to the region should take their own
decisions in the Commission on their own economic problemSeess
In pursuance of this ,rinciple the member countries of the
Commission not in the region would be willing, as a general rule,
to refrain from using their votes in opposition to the economic
proposals predominantly concerning the region which ha& the
support of 2 majority ol the countries of the reglon, (26)

Among the Commission's projects of the regiconal ané sube

(26) Official Records of the iconomic and Siccial Council
(~CLSLC), Sessicn 13, Supplement 7, par. 34, 1951.
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regionz2l import were the Mekong River Project, the Asian High
‘way, the Asian Institute for Economi¢ Development and Planning,
Intra-regional Trade Promotion talks, the Conference c¢f Asian
Planners, the Ministerial Conference on Asian Economic Coo,eraw.
tion and the Asian Development Bank, The Asian Develo.mont Bangk
is the result ol 8 new.dimensional diplomacy and its aim is to
carve out a meaningful position for the Asian countries in the

Community of Nations,



CHAPTER 1II

PULITICE OF ECONOMIC DEVELOPMENT



POLITICS OF ECUNCHIC DEVELUPMENT

‘More rapid industrial and egricultural deve10pmentlis the
~ most important objective of the economicilly underdevelQped count.
ries, The basic factors of acvelopment, i.e., agricultural trans.
formation, .hysical infrastructure, social services andAindus-
triallzation, require cagital. Capital is the key to growth and
development, Bubt the various ways in which the underdeveleped .
countries can ovbtain capital, create a number of special probleams.
There are different methcds of {inancing economlic develogment,
These are i,e,, foreign aid - loans and gifts, fiscal policy in
altering the quantum ano distribution of disposable income, deii-
| cit financing, manpower utilizalion, dumestic savings and yrice
stability., While economic develeyment depends primarily upon
doumestic efforts and direct rescurces, external resocurces - both
privete and foreign - can assi st substantially in attaining that
objectiﬁe. '

One of the problems created by the foreizn capital is the
drain on foreign exchange reserves., Also, the problem of servic-
ing the debt will be very acute because many lavestments f(inanced
by the external capital will not yield immediate returns. The
provlem of internal iadebtedness would cnly be solved if the |
investment enlarges the country's volume ¢{ exports or substitutes
imports equal in amcunt to the service charges, A development
agency umight be immediately concerned with osening a new field of

exports in order to diversify 3 country's pattern ol exports, But
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the agency could have little influence 6n the world marget or
on the level ol ,rices for .rimary exports. Besides, the popu-
lation problem, (1) the political climatc and the attitude of the
dcnor country will have impact on the pattern of assistance,
There 1s also the controversy whether econocmic assistance should
be.granted on a project basis or a programme basis,

f'inancing economic development has of late becoame a
national necessity and an internaticnal commitment, and an ine
creasingly acceyted golicy. Poreiyn assistance has taken different
fofms, e.g., loans from international agencles like the Interna.
tional Monetary Fund, the International Brak for Reconstruction
and Development, the International finance Corporaticn, snd the
International Pevelopment Association; bilateral capital assist-
ance by develeped economies and private {oreign investment,

kight up to the fecond liorld war, 8s it is clear in re-
trospect, the colonial powers and rich nations were sceptical
towirds the soverty cf the people living in what were called
"backward regions" mo«t of them were then not independent, The
apathy of the pecple in these "regions'" was characterized as
"exprassion of thelr wan.lessness, very limited economic hori:on,
survival-mindedness, self.sufficlency, carefree disyositica and

preference for leisurely lite", (2) The climate in these countries

(1) R. Nur«se, Problems of Capital Formation in Underdeveloped
Countries (London, 1983), p. 32.

(2)  Gunnar Myrdal, The Challenge of World Poverty (London,
1971), ». 22.
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vas blamea for creuting these ills. 1his <m8 notu:ny but a
IoQiul-inleriorit, doctrine, The cpuge in this sttitude vas
brought coout by the politicai uphcrvels in theg. regions.
Political ev:.nis 1l the rupid liguldet.on 0f colonial power
structui 4, craving for deve lopment, the dermands for o better
iife of the ariiculate €¢14% , and int.rnat:ons. tensions, esp-
ecially cold var, msde the fate of the underd:veloped ccuntries
a aatler of foreign policy concern in the developed courtries,
Durin; the fiftics external assistance Lo the develope-
iny, countries was descrites o5 defence support, In the United
Stetes of ATCrics &.d in the Unicr of soviet Loclalist acpablics
the deccde of tifties vas a perios ol intemse concentreticn on
bastede st conflict ard on the idcologlecul competivion, The major
portion of the United States aid funds went vo c¢-untrics on
the periphery'of the uin0f30V1=t Lloc and «speciali, to those
with which it taa milithfy alliances of one kind or arother,
Betweer 1945 angd 1907 only 25 per ¢.ut of ail Unitea States ald
went Lo Lalin aserica, and of iLis o e-fourth was militaky
wvgsistence, Between 1945 end 13w © .goslivia, for examplc,
received more tunds from the United Stuies Thon did .11 Lutin
| Amesical count.les coubined, (3) ihe ooviet blocts cntsy into

the oid market in ithe aid-1ifities was .egarded ds & competitive

(3) = Henry oimon =loch, "ae.donul Development linancing”
in nicha.d N, Gurdencr ard Ma. F, i1lliksn, ed., 1lhe
W‘MM ‘N"w xo‘qi’" i O‘*OQ 1-968/9 Pe 1880
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move in the Uniied States, Towards tue d-wn ol sixties when
~the ,reoccupat.on witl i ust-:est conflicl subsided to sorewvhau
sober level, the attiiude of the united St.tes tovards Latin
-American countiics change.. lhis shift should, Oi coursc, not
08 eaappelatcd,

Ihe buropean aid progsrumreés, perticuissly those of
France end tue Uniteo hin,dom underwent a different type of cheange,
The overwhelming bulk of the wid of the huropean countrics wiich
formecrly had colonial empires hud gore to their fo.mer colonics. (4)
ine feélim& of responsibillitly s8 We.l as of polii.cal intertst
in the former colonies promptled the rrench, British, Bel i.n and
Dutech governmerts Lo dole out aid to th.ir coloniss. Lurir; sixe
ties, the aid from the Scandinavien countries and Ausiria, in
soare cases increased, which sug.e¢sts thst ther. was an important
shift. from narrovwly natiorel to sumewhet moxu.intnrnat:onal aotie
vation in -urepeun aid progrsuzes, OJf cours:y political inter._sts
guidec their ald ,rogramnes, Nevertheless the uantum of ajd vas
not conazensuratc with the avovel of interist., While the . ross
national pioduct of the ua,or devel:oged countri-s rose triskly
througu the 19o0's, thelr ofiicial contributions figur.s as a pere -

centage of gross national p.oduct fell in the past few years, (5)

(4) Goran Oblin, fcred . r 2olicies neconsidered (reris,
1960) s PP ‘é1—830 '
(58) Qxbazzcauion 1or hconomlc vOOpcrauion ana UGV&lopment
(OLLD) . ‘i ©
onnt. e 1950- (Paris, 1&64), Pe 18- walliam L.
¢horp, 5 : :

the gggh;ggm g; égags;&gce ngm;t&ec; lgﬁo'ugv;gg (Paris,
1900/, Pioe lou =03,
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BecauSe_ of substantial .nsufiiciency of the¢ govern~

- mental and int.ergovemréentalrresources, there hes becn, and
will douvtless continue to be, demands for privale vxternel
assistance. Private assistance has been accordea grudging )
recogniticn. 1t has been. assoclated with econonic¢’ dev. lopaent.
of less develioped countries to be sulc, but it wes widely be-
lieveu that such d.velopment had becn subordinateu Lo its desire
mfor high privaie earnings for the purpose of repatriatiom and

| d}zsiribi’xtign as dividends to those aiready well off, This _
skepiism on the part of capitalsimport,mg countries ‘was qatched
b&"tbt concem Of capital-expotlcing counirics as spokesaen for
their businessmin, "And it dominated ‘t.hez ‘teras of Qhat‘ bec nai@
an idcolegical international discourse cgncenxixxg',private foreicn.
ipvestment during the 1945-1965 pea°iod"§°t.bis feér was expressed
in the "Calvo Doctiine” of 1870'se. lhe G’eneva end Havare Con-
ferenees' ocn the Charter for asn Intematwnal“lréde Orgenization
- in 1947-1948, the Nintb Internsiional Conference of Americen .
.States at pogote "in 1943, the General Assembly debates from 1951
gporadicaliy until 196v, the organization fdr Lz-coxiomic Cooperg=
1 ion ana Develoment me« tirgs from 19568 till 1962 and the Bucnos
Aires beéonomic Conterence oOf the Organjizal.on of agerican Stat.s.
(0a8) in ‘19:9?, have witnessed controversisl Gebates over this

-issue. The d-veloped countries have alsays demgnucd "just' and -

W N N
(6) - ° Stanley o Mctzger, "Private roroign Investnnt and
International Orgwdastions”y in wicha.é N, Gardnsr
and Mex r, Millikan, ed., LLC Global kaXinership
{New Yorik, Nesey 13u8,, p. 2890,
o DISs H
332.153095 (A
P1922 Re
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"full" coupensation in respecct of progertd s of the busiress-
men of lhe deve lopec countrles in the develioping countrics
taken over by cepitule-imporiing co .uiries, Ike dev: loping
countries have aluays ob;.cted to these Iimjtations tagzed on
with the losaus,

Ine United hations vwas stized of the problem of private
foreizn investment as earl, as 1v4? whern the ECOS0C adopted a
resolution, (7, 1In 1942 erd 954 the bLOL0. adopted more reso-
lutions which not only recognized the useful role of such in-
§98§ment but also cuphusizud the right of the people of the
developing countries to take their oun decisions. The rcsolution
of the General assembly in 1962 vas a significant one, The
underdeve loped countries succe.ded. in watering down the tradi-
tional formulation of "gust” or “full" comper.sstion to “approe
priate" compensations, (8) .he United States mzde stat.ments for
.the reco:sd ithat "appfOp.iatc" compensation meant thce same
thing a8 "Prompt, adequal: a.d effeciive compensation", During
1966'3 the attitude of lhe pcople of rich countrieé, parti-
cularly the Urited States, wus very much ag:.inst aidegiving Lo
the unc« rdeve loped countries. The amendments 1o the torcipn aid
legisletion in 196z, 1963 end 1965 calling for Lhe suspension
of american assistance to an; fore.gr governaernt Which after
1 January 1962 nationalized awericsn-owned property, Or repud,a=~

ted o1 nuilitied & contract with an Amelicen, or im:oscd disvimi-

e a— e
(?7) Js ke Document L/250, 6 February 1947, pp. 1213,
(8) Gererel Assembly (U.h.s nesolution 1803 (XVIII),

14 December 196:,
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-hatory taxes or "regtriciive upintensn-.e ol oyeratipnal pLo-
visions" oi took ouher act.ons havlng "the eficet" of rationali-
zation, were aaoplea in the face of the stronge st advice

ag.inst 1t by the Aaministration. (9) Ambassador W, Averell
darrimei. was s0 uroused by the step tuut he expressed himself

in ver, olunt language: "you can't diciete to peopls.. If the
Pnited States threatensg to t§ke away ald under thesc condi-.
tipns.&bére is not & country in the would that would hot tell '

" us Lo go to uells” (10) | .

u Forelgn pr.vaie luvestments in Asis have'becOme e Se
trictec Lo GiPcci investments, Since 19=Gsy the privete investors
have been reluctant to iend wmoncy on a long-teram basis'evcn to
governmonts, end ithis trend hess becn particulari; cvident in

the asien countrics, ihe Uiited Staics :8 th. dom.-net.ng cref-
-itor nation ras continuea Lo concentraie its private investmenis ‘
in countries outsziae oocuilh aAsia., In lud7 th. outtlow of private
United Btulis longetera capilal to "all otier” low income cq@nt-»
ries excépt those¢ in Lutin auerica was only 20V miilicn, 6# less
than‘é per cent o1l the tétal ocutilow of this soirt of cgpital, (11;

" Ine samc trend is evident in the case ol oi.er creditor nations

(9) Unitec Btates otatutes st Lurge, vol. 7v (87t
Congrese, 2nd seseion, 196?), Wasninbten, 1963,
Dpo 2&’030
(10) dHerald iribune (lew rorg), 7 Jauuary 1964, p. lu.
(11) Jniteo daitions, Lhe litorpamtio z jou Py g
Capital, 1856-1958 (Kew lork, i Y., 1959) pe 20,
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t00e. Aiﬁ419&75 the tot.l net p.ivate icng-term 1nve§tmeht 1n '%
the low=-income couptries in asia (1.c., Bu.za, Ceylon, India,
Indonesia, Iraq, bakistarn, Philippines, ialwan, Thailand anﬁ
oouth Vietnem, was :3stimated at 1less then F100 million, whereas's
that in Latir Embzica wus 8150u million. (12) &n expert group
'working for the General Agrecment on sariff and Trede suggested
'“anat "Igdia seems Lo have ceass¢ attracting long-lerg private &
‘funds 6n balunce,” (13) ~ahe Philippines, halaya, 1hailaad, and
“in recent yeurs Pak.slan; hav. attractec scme private 1nvestment.(14)
With so Littls private capitel forthcoming, the main '

burden of ixnancing the . undexdeveloPeq countries of the Asian
region has tal.len on foreign wove.nments, L0 a small but 1ncre~as-*-
ing éxzent the public capital éssisp:nce hgs been handeda m&l&i—
laterally tnrough intergovernmental organizations, particularly
- the wOr;d Bank ahd itg affiiiates, but for the most part it haé
taken‘thé form pt bilateral grants and loans,. ) ,

- The post-wqp period may be broudly divided into threa‘
main petio&s}as fai as dirvel.ou, source,~qgan;ity, and type
of capital movements ar¢ concermed. 1The withdrawel ofvche;dapag§se)

from Southeast Asiu, iLhe krench asseriion of their éuthoriﬁy, the

(12)  1biad. o |
(13)  GAlT, lpendg in Intcipatliorgl Irade (Geneva, 1958).

Pe 32
(14, Udia, coggmgg syryey o1 #i8is and the Far tagt (Geneva; .

1959), Do 86,



ﬁutcn polit;os, ¢nd the 1ntkrnax rebellions siriving for poli-

; tical supremacy Welt as. Obicutd wlth economic collapse in the
regicn. The economic problems of the colonizl powers at home
"follqwlng tﬁe Second World war and tﬁé Uniteg Stailes p;eoccuﬁa-f:
tion With the LurOpEan ecov.ry progrehne decreasedvthefaid to

a great e;t@nt.and'whanever-littlc capitél mbvad intc Asia‘waé )
either of military Luture or was dirécneq tovards imnediate cone
-é;,ption needG. .

| , - During the second phase y Touphly extending from 1950

to 1956, the¢ United Stiies increased its grants and louns to
this region., The third period savw not onl; the acceleration of
United Staies interest bui als> the presence of the Communiét "
céqntries. “In 196Us Soulh Asia rec.ived a Capital fiow on a
‘scale never before achieved, (lo) But the aid programres of.the“
United States refieet "strategic end poliitical considerations -
ratoer thun economic considerations”, (16, Much of this economic
aésiat&nce has strings attacheds These loéns afe nov ohly tinged
‘with political overtones buu arc wmeant for specified purposes,
uncestainty and subject to uniiateral increase or decrease on

short notices. Ald dictated by the interests of ihe participants

(1)  U.k., Statisiical Year hook (Geneva, 1959), pp.421-26.

(16)  ¥. 4. Golay, Lha Phdlipeines: Public Policy and Natiorel

Lco;gm;g vevelongent (New kork, Nedey 1881), pe 125,
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in the colc war often does uwot sizn ificantly contribute Lo
an accelerated rate of econonic crowih, Lugene Black, former
President of the World Bun., wno played s significeni role in
the creation of the deveiopment banks, particularly Asian
Deve lopment Bank, told in Was.ington in 1982 that "1 do believe
éuat the emphasis Should and ¢un be changed, away from biiateral
end towards multdlateral 81d," (1?7)

The Internotionas Moneiury Institutions which provide
vxternal capiﬁai on a gloual tasis Lo help the develovmert of
ihe underdevelopec ccuntri.s a.¢ the Intoesnutional ~ank for Re -
cdnst;uction en@ Deve lopm.nt, th- lnlernational Moaetary,Fuhd?
_t@e Intermstional zinwncial Cosporation end tie intrrnatidnal
Leve lopaent sassociation.

ire Woric senk{lbib), together with the closely releted
Interne.ionsl Mone tary rung (Irf) was plenned at the bretion | J/
WOOdS vonference of 1944 ana opened ifor Lisine ss on 25 vune 19486,
The aedn obgective of the world wank is the "restoration of
economies destroyed by th. War' aud "vo »rosotc privagte foreign
investaent by means of . uarantees or sarticipation"” and to "supple -
ment p:ivat» investaent oy piovidiny ... ifln.nce .., Out 6f its

own capitel, funds reised by it anc iLs'oLher'resourc:s“. (19) The

(17) 13a0 4§§ga§s of Lng pe q. lﬂ g. Pr esgg nt, to the

N &x g
b0QAQEE&LQQ—QBQ—»Q&.l&&ggﬂﬂL Qﬂnl.gﬁisagamJL,JQEﬁdeg
(Washington, ve., 1862,, p. 8.

(18) Ariticle 1 of wrticles of Agreegenti,
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Bank's "herd” losns left unfilled 2 consideracle need in pdunte'
ries'preanting goqd éeve lopment p:ogecté but net having suffi~
-cient prospective financiél ability to service loans off red on
convent ional termg. Tiis need could only be met through grants-
or ﬁsqft" loans, thxt is l.aLs for long teras at low rates of
‘1nteres;s. It wgs believed undesirableAto invelve the Bank,itseli.
in making both kard ens soft loans. This institutional gap.wgsw.
N&filiéé by the creation ot the Inter: stionsl DéVeIOpment Associa~
tion in 196U to provide "Gt veloument credits”. ‘Fgr operatiohal‘
ﬁufppses these two o:ganizatlons, lhe .ank and the'IDA, are .one
organization . aving the same'bxecunivg dirtctérs, officers and -
- staff, The bank‘also lacked flexiullity to give specific promo-
tion v private entrcprineurship .n the economic development, o
fill't;is gap, the Internst.onsl klnance_cdrporation was créatéd,
| Ihe main purpese of the International Houetary Fund i;iﬁtq;
glve gdnfidyan to meabers by meking the lkund's resou.ces aVQii~
‘able to them uncer adequate ssferuards, thus p oviding theam with
qppornunity to cor:ect matad,ustmoents in thedir balunce of péﬁmarts
‘ vithout resorting to measur.s destructive of rationasl or int: r-
national p.osperity". JThis means that meambers sre to keep'thaig
payments in balance. The less dev.loped countries, with few
éxcepziﬁns, haye a flar greaaér deficiipqy of reserves than the
deve loped councfies. Keserves represcnt real resources snd the
lessléeVeLOped countric s are under constant pressule to use all

availsble rescurces to finuance their development. The plan for
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In ogrly 1960' Sy the: mnaer sources of tho flow of

, ’prnaw tore u,n 1nvut.mm.s, aw m froa t-he ix Dﬂl‘t-lmport |
vBank of me 'Un.lud ‘Btates’ md from th& ioru Bank ‘a th! o
j»ﬁrvioax.s ol mutmmt-mcom on private rorvign 1nvcstmnt g
ceula mposc heav; burdcn on the bnhnco of puymenu’ MR
: tkﬁ ugderdevelapcd coum.ries preterred the World Sank to Dhy?‘] s

am npanant mh. A, gmup of pru'ta sppointud by ;hc Seuetuty- 1

(;enﬂ'ul ot the Unitec. kat.ior.s report.ed 1:1 1951. that. t.bt horld s
; xsank .‘o,d been l-ndins t.o t.ms d£761°111n8 coum.riu at a ratt

ulw saoo aillion mruany and that it aid. not. expeet to
merena tnis figmu h‘ the next. few years, (19) Thc Guoup
ssf.imatea Lhat m ox'd,*r to merease por capita 1nco~m 1n t.he

dcve mping comtues by 2 pex- cent. wt annum, thém comﬁuuf,;_ A |

uqum ,ﬂo hxluon mtomat.ional capital mnually, compared
with *tha Qxistins Bctual flow ot h u than ﬁl.& btmou p‘r

338 mm' '.H:e g,roup algo nsomonded that tk.a horld ‘Bark should
R "set itself to uwh, win,hm five yurs, some sm.h t.argct u
i ﬂ,-f;._-*-max rate of lending of not less than Bl bill.on & year to -
e T underdevolopm, countues" and that, if it Bnowa no sizn of
;ppx-omx‘ma r.hu target the whole quut.ion of the proper lntﬂ'-

‘ httionu orgmizauon for s h« provuion of adequate am? unt of
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' hg thc kcr).ﬁ k&l.nk, the annual lending ttrgot o1 Bl billion mt
‘-@"#df‘,‘ * & asflmt. reached by the dorld Bank Gronp as a wuoh; i 19803. Thc

' i)

: o \7 "m deu hpi-n& eeunu'ics \mu unhappy with thbe gcograpmogz_ mwu | ‘?‘
g ' , 01‘ thﬁ 'ho!‘m Bwk loans. Untll 1948 tben Bank \-a. h“y 1;1 gh, ",_ ‘
| ““&‘ A Z\N._«‘ 7 chcm receury pl'ogranne M \-ith t-he launchin; af u‘“ﬂlhhau ‘
‘ nan in 1948, the Bank turned .n;s attent.j_on fo the ““hp“ﬁ ,, m
R b ﬂ’ 1‘“1“&- “ micbrablt proportion of the Bmk‘z loans wue el

R L d tl'mted t.o Aultralia, Italy, .apw, ‘md Bont,n Atriog, ntmg thm TRGR |

"“"""--1;49 the less &wlow countries t4ll the mid-tifties. is ma a,. W
Wil 1989, ‘the World bank's role toverds the: developing countrics was- i)
A n:miemn. (20) In the 1950s, the Bunk's standerd snsver to 1t =it
. if;*"'\ 1._}'—'-; uuxu was tiat the "volume of its “lending vas umim more 5, * i\
Ex.lk ‘ 'W v uxe short.nge of ttm ‘souna c&pital projécts in the develnping W‘\x
{‘fa;i.d;' ' e m&hs ‘than by eny - wnwillingness on its own pm t,g prmd ghg Sy |
Ll A «ah of ite oporauon." The narrow lhit the Bank baé upom: i | “,.‘
!1‘\\. l,f:‘ - on 1‘“ lsndmg sctivitic s was severcly. muciud. Aecording to ¢

0 ¥ i tho Bank’ Aruclt:s of Agrnmwt, it.s lnmo are to be granted only -.ri}_ .
” ;'; ,; for b;gb-proauctivuy pm,;ecu and z.hat, except in special cu- |
bt cmnstmces, the smount of loan 18 not to exceed the foreigm D ol |
ctmue cost of @ pm;wt. 'lhe mx's report. whxoh kmphaaizod _ o
"speeiﬁc pro.,eet. approach’ vas aiso erituize:d. (21) Ar.drew | },_.
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Qs Ay %11_‘.4{.' , Btnk'o §oiicy us guMu uqre hy ueolqpcu cummrauon; §63
f,ﬁ vtn“:"‘ ;‘." A
f‘% RV than by &n ob,pouve analysis. Honove:, the Bank nu,m n’ir
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nmd n\urost louu; u u not a.ut.noruqd to nublc:;bo t.%
e T * "’ bodk
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hupored the uowt.h of prinw anurprin in the dewmm
;ountrus.
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Q; § Ib was uth the m of tqnng um gap m the \gptogg;_.f;;
: nuuonal fl.pmul arrengement that in 1954 a group of ux 3
| Letin aaestesn citimns foraclated & proposal for the mmﬂﬁ’* o
" g of an Inurdmucm Dwelopuht Bank, The Intematm “
' n.name Ccrpor;tj.ou glves loans to prdit.e firas wltbont Qmm-
;Q;t guarentee, During its first twelve years, iis mumu |
ro w £272 million ol which BLOU ‘@illion was comaitted. ap s
" ;* ,1‘« tho g.”g two yun and its promincnt. m; of opeuuec vas - % -
' A| ‘ htu A-u‘tca. 4ts comaitment for this rqﬂcn was mo.a nﬂllm |
p "j dnrms the tu'nt twelve years, |

S;.L !

During 1950's technical assistance was not adeqnntoxy
md' available to the underdeveloped countries, The United
uum chct.al rund vas working on a small scale, This was
*matgd in 1968 vo finance pre-investment sctivitiecs in thl 3

19‘1)’ po 117.

andrev Shoufield, Ihe Attack on World Poverty (London, | i
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GROUWTH OF REGIONAL DEVELOPMENT B ANKS

Durins 19503 and early sixtles, the cold war at-ospbort

= gavo rise to unfriendly attitudes and susplcion towards the

rorelgn capital in some underdeveloped countries. The ald-
Atlving countries, on the other hand, were themselves wary of
~poltt1ca1 lnstabllity in these eountries. Goveramental control
Ind tetr of oxprogriation, coupled with difficulties arising ant

, or exchange rcstrictlons, in the undcrdevelapad countrxol made

‘the aid policiea of the developed countries more dltflcult Allo,
during the peried 1950 teo 1965, the fnnual payments ef 1ntcr-st
and amortization increased from 70.80 billion to about #3. 6

‘billien. The accumulation ol debts of the undardeiolopod countgi.V”Vf
~ ries over the same period increased from ¥10 billicn te 40 bil-
i lién. At the United Nations Cenference on Trade and Dcvolopunnt

(0ncrnn) session in New Delhi in 1068 1t was polabed out that

_ "the dcvelopuant of trade and capital movousnta has resulted

in the problems of the rlslng debt burdens of underdeveloped

countries.” (1)

The international financisl crganlz.at.mns dld li.ttle to

. chang. the nbove sleture. (2) The absence of the USSR frol th‘ %
- membership of the International Monetary Fund and the World Bank

| made matters worse. The develeping countries Bogan-nuralng the

B
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: TABLE . I . : |
 Gross Drawiags on the International Monetary
oo Pundy 1947-1967 |
(millien dellars; teo July 31, 1967)
- 1947-48 1949-56 = 1956-60 1961-63 1964-67  Total
Total, » | | _ | |
all count- ' iy : ; 4 g
ries ; v 675.7 540.7 2,46702 3,395.5 6’310.2 13’ 389.3
Developed - 2 ' ‘ o : : | ‘
~countries i S574.1  222.5 1,389.9 2,187.5 4,921.3 2,275.3
. Less de- , ;
- veloped . ! , \ '
7 ‘gountries ~ 100.6  318.2 = 1,067.3 1,238.0 1,388.9 4,114.0
- Sources IM#, Annual Report of the Executive Directery
for the Fiscal Year ended April 30, 1966
(washington) 1967. '




34
¢ e anderstandable suspicion that these Pinancial institutiens
3 . were bolng usod to promote the pulitical interests of the do.

Pale
T

ﬁ. g‘ St :FV.lop.d nations. The replacement or the Crglnization for Eu;6-
! pea Ecenemic CoOperation (OEEC) by the Urganixntlen for Eco-
aomic Cooperation and Development 1n 1961, the crnltion of tho
novelop-.nu Assistance Committee, the United Nations Conforcnoo :
i . on Trndo lnd Divelopnsnt, the United Natiens Industrial Dovolop- i
5”m“ ,;;J?“'nent Organization (UNIDU), thn Generl;-lgrocuont on Tar;tt*and, |
Trade (GAII), the Expanded Progrlnmc of Technicél Asaiatlnca’
‘ "(EPTA), and the UN Special Fund did nmot alier the pleture rnax.
cllly. The changes and innovations in internntlonll dovclopnnnt
. ‘.i i ftlliltgnce failed in sugmenting assistance to the undcrdevelcped
T . countries, Thelr role in the different projects and procrthnnl’J“%
.in dovoloplnz countries has not been quite encouragtng. (3)
} ~In order to solve tho finaneial preblems and channulizc
A ‘multilateral aid through a neutral machinery, the developing
i ;z"cQuntrics deslred to have regional development banks, These .
| s baﬁka wivh tﬁelr viry proximity to the field o: actiod would be
B : : ;.  in an ldttntagcoua~position io Anow ronlistically tﬁo rationil§
| behmd economio cholcu regarding prierities made by borrowou. »
| They could net ouly aid but alse ldvisc the developing count- k2
" ries in this regard. In the tlcld_or regional and aubr.gtonll'

it ) acginlld Ha, Gnm, UNCTAD - md After;: Anucay or
‘ R : a fFallure", Jo al of Mode A an St
September 19- p 244, .‘”. 31 March
1968. Phe 7.1 .nd ¥, & : 69, y. 19.
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‘ceoporntion, the. regional development banks could ’liy'ah 8
.lhportant rola. They ¢an also help in the dircﬁtlon et Pro=

;{flnting eoonouic lntogration.

The regional dov010pnent banks came Lo bo asaociated

with the f0110w1ng objectives. The rezlonal doveIOpnunb banks ;

could nasllt 1n the rinancxng ol regional projects, which

|  *nttLoal1 develepment banks cannct do g0, The 1BAD has de-
e =votod only. lilited resources to such projects with the. oxccp-
~ tlen of the Indus Valley Project. Since most or the sllll
%countrica of Asia, Latin America and Africa are so small thnt .
‘ythay ¢annot constitute as viable acononic unit for doveloy- :
* ment purposes, and since many national borders U'r‘ dcternlnnd-‘
T'by ad-lnlstrativo reasons than by oconouic constdorntiens, _
planning and development of these Asian, African and Latin
Aurican rogtem requims imagination, '

The regional banks, therefore, are structured for

.1;ﬁggg.§ types of financial resources and cater to a variety o;
”ﬁi&ds or cboidouhtries of the rogion; Thelir resources 1nclqde
"pntd-ln capital. funds raised Ln the capital markets by _

borrowing on the socnrity reserves and callable capital, and

special funds. The last two types of reaources are collocte&;"

:—l bi'ih§ bank from outside countries, "The Blnk;s auceoss'tﬂ |

icquiring such resources reflects its ability to provide addi-_

tional capital to the rogien and deteruining the extent to ;
which it can yiold politico-econonic leverage in prenotins
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aéonénic lnto;rttion.“ (4)  Dearth ol strohg national insti.

tutionn makes the regional dcvalopnunt bants more 1lportant.

“.Thelc banks provide nlao lddltlanal financial 1nt0rnad1ar1.l.

The dovoloping countries also want por clplta income to be.

increased. Thelr desire for lndustrilllgntion Ind flnnncing '

o Loconomio integration are to be ruli‘n,leo by the rcgiona]. do..-

volopn.nt banks, The World Bank's dcclsian.nnking atructuro
is not designed for decentralizatien, (8) The dovoloplnz '

A_Zcountrlos have a greater voice in the regional derIOpncnt

" bank ind the voting is uoighad more in favour of the poor gounts

ries,

‘lnd‘%he regional development banks. These regicnal develop;-b
5lont blnks, have adopted the 'procedure' and 'terms of the

10ndlng' of the Wcrld Bank, Beth of them follow strictly thl
prineciple of soparation of bankable fron non-bankahle lcti-

..'ltICI. There is = difference between the World Bank lnd tho
A:rogional banks with regard to 'lean policies'. The iDB and
the African Development Bank suppbrt. publicly-cwned Development
 Banks, The policy of the ADE is not yet made, The practice
of the World Bank and of the IFC is to rlpanoe,oniy priv‘t. 

development Banks, IUB does not insist on strict profit = .

(&) N boeument 'm/s/»c.d/a.a.

(8) fee Tablelp. 33.37

There is a great afrxnity between the World bank Group
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| TABLE 2
Members and Quotas of the International Monetary
: . Fund
ind of 1947 . End of 1987  July 31, 1967
, Meabers/Quotas Members/Quota Members/Quota
Developed countries 18 6,377 . 22 6,928 25 15,306
Less Developed | d ;
countries 27 1,546 42 2,091 &l 5, 676

D o W Ry G Y ———— e e D O S W S S ———— - - -— - e

- .-

‘e Quotas as allotted in million dellars. Payment
has not yet been fully made on some guotas including
the Republic ef China with & quota of ¥S50 million,

Source: Compiled from the IMF Aanual Hepert
for the years 1948 till 19€3.




'z standards in its electriclty losns as decs ‘the. woria Blnk. A
Fhe Charters of the regional blnks anow direct lending to

¢ privtte enterprises and subordtntte govornnent units without

requiring government guartntaqs, as is tbc_oqso withﬁtbo H@rld

~Bank,

s g dogis$¢§-"ﬁking structure or the World Bank is nbt"

,_’Sufriéidntly dicontrallznd. 1t has no‘nxgorlonced vtll-oahnb-

_ lished, poverful regional field offfcers. It has not sst up

any dccontrtlizod regional institations, These g2ps have been
filled by tho r'zlonal dovelornont bankl; The voting pattorn or

- the IBRD does not give much weight to the dcvolcplng natlone. (6)

But the dcvcloplng countries have a ralatlvely zreaker volce ;n ”jgs

the regional develeo,ment banks. (7)

There are four najor regional dovalopnental banxa. Th.ac :

 are; !JS_§EEEQQ!Q_Ig!gg§!gnt Bank, thc Intar-AmerLcln Dovelopngnt
‘Bank, tho Atrican dovelop-ont Bank and tho Asian Dovelopnant

snnk. (8)

The Eurcpean Investmont Bank was created by thq aix |

‘Lg ncnbors of the Eurcpeen Eecnomic Co:nuntty. This ,eat-ulrshall

/ pltn 1nst1tutipn was meant to previde [financial asliatngca tq :

;,.(6)' Artlclo Vy, Section 3, Artlcle of Atrﬁenont of IBRD.
(7)) See Totle 3, ‘Pa- B9 "
- (8)  Gee Tabla‘g, Do 89,40 .

o = S e X R S Y 1 e e < g § - S RS Y, ; ¥

|
|
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! .. 3k :
‘ e i ! V' : i Yoting . Power v- :
| (figures represent ser cent of Lotal woting power)
o Gonet Developed Less De<  ‘Hed-ree . ‘Reglonal Veting power
S Bani members = vcloped = gional Members of Regicnal
; '~ Members Members : : Members In
: , ; : y ‘the World Eank :
European In- ‘ : :
vestment Bank 100 0 i 0 : 0 16,7
Inter.Aserican : : '
Dcvalomnt Bank 42,5 - 87.8 : 42.5 ' 57.5 7.8
African Develop- e , ,
ment EBank sk o 100 0 300 e o A
Asian Develepment : : :
Bank 656.3 34.7 37.3 62.7 ' 17.6

Source: Dased upcn avallable data a8 of June 30, 1967,
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s : Headquar- Organized  Authorized ‘Total . % lenborahip :
~Pank " o Ty {when bank Capital (in - Develcped Less De-~ Regional Hon-ﬁe. i
s R T started op- millicas ef . . countrhs veloped Countr- gicnal
erating). US dollars ot - counts = 1les comtrior-r,
: equivalents) ries : - S

uropean Investment  Luxemberg 1968 1,000 e gl TR aesF & Entrgs

nter-Asericen De- 3 ; . i S
rﬁlo"p.nt’ Bank - Washington 1960 3,160 21 ¢ R Sy

Ltrican Dcvelopmnt 2 , : : : e )
ank - Abidjan 19686 | 280 - Fansh ol Sl 8. Lt o829 e B

lsian Develo ent. 4k . R SilE T ~ Y
auk 90 Manila S LS 1,100 32 16 SR SR 13
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the underdeveloped cduntriea of the 5ix and to keep the account

of tthu:obean Development ¥Fund., This Fund was aimed at oy,
dhanhqlixing the Common Market aid to 1ts asseciato& molbori

Ain Africa and other territories overseas, The Fank alsé.pro-

vides assistance to these territories, It has a clese working
r.ilthnship with the African Development Eank, Bouever;

being primarily the bank of the Common Market, its image is aot

like that of other reglonal banks whese developing members are

suppcesed to play a signiflcant role.

The Inter-American Develepment Eank

The Inter-American Development Bank came into exlstence
1& 1969 and its operations started in Uctober 1960. Throughout ‘
its leng-hlstory which ecmmenced with the First Intérnutionil
- Conference of American States in 1889 in Washingten and continued
thraush different confer»nces like the one at Bogota (1948) , §
Hasbington (1960), Caracas (1954), Brazlil (1964) anc Buenos Alres
(1958), the United States had refused to assoclate ltsell with
1t, The US maintained that the existing IBRD and Export-Import
Pank were sufficient to desl with the {lnsncial matters of
Lttln America and that there was no necessity for creatlng any
- additional finlnclal agency.

The -tin objective of the Inter-Amerlcan Develepnant
pank (IDB) was “to contribute to the acceleratiun of the process

.of economic develOpzent" of the region., (9) Article 2, saction a(q}'

. {9)  Article 1, Seection 1, of Articloq of Agreement,



/
/
-
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_ states that the IDB should "premote iavestment of publlc and
'»prLVIto capital®, and must cocperate with -nabéra,'"to ﬁfﬂildi

_mhnloal a.sslstance" and "to pronot.e regional econoalc mug- ,

ration®, According to Art&clo 11(1) (t), all tho.lenbcrs of -
the Or;antut.ion of American gtates, except Cuba and ‘the USA

'lro nembaps of the IDE, The Agreement also hla-;kprcvisloa fof i ;

osublishmg " 'mlauonshi'p with other orclninuon"' ftko 'th'
rld Bang or other tpeoialtzed umciu. (10) The lnthoriud
capital of the Bank was fixed at waso aillien, of which paid-ia

: f’sharu were to be 400 million dollars, 8nd callable shares were

nxed at. amso millicn,

~ The IDB concentrated On agrlcultum, mduatry, nmmg,
'utur supply, education, and houaing up to 19€7. Dutln; this -
pericd its financing of trlnsporntion‘ tnd eloctric power uu
less than 10 per ceat for each of these sectiors of it_i wnl
bank authorization, (11) However, in recent yulra the iDB is
bocouing more and interested in the rield of ,are-i.nvutmnt ‘ »
studlos, and is serving s A cndit. conduit for exporc ﬁ.ulnc-

mg ef oapit.al goods by Latin Anerlcnn comtrhs %o ot.hcr Latin

| mrlcm eountries, and for the Central Amcrlcan Bank for

. "Economic Integration (CABEL), The IDB has gmted 89 nnlton g

(iQ)  Article 14, fection 2.1

(11) IDbg geventn Anauzl e go;f-; 196€ (\'Jlshintton, 1967 )
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te the CAEEI, which in turn has authorized 9 sub-loans for pro.
graames almed at reglonal intograu_on. The Int.er.mriclﬁ ;

. Comnlttee cn the Alliance for Progress (CIAP) which with its
~ country-wise objectives has helped promote eccnomle integration

‘of the Latin American countrics was & recijlent of aid from

the ICB., G&o alsc was the‘Centtgi American Comaon udrkot;

The Africen Development Eank

 The hlstoiy and thrust of the African Developaent‘Bank»”>

is different, The’omer;ence of the African statcs‘frblythé )
colonill‘yoké in 1960s created new Jower realities in the ceonti-
nent, Theéo nations not enly wanted ecenomic assistance but
8lso non-alighment with elther of the power blocs. Thepefore,

in order tc meet the economic needs ol ﬁfrica, tho'ﬂhited,uutions‘

~sbepped in, At its third sessiocn in February 1961 the Eccnoalc

Comaisslon for Africa (ECA) requested the Bxecutlve Secretary .

~of the Commission te study the possibility of establishing an’

‘African Develo ment Bank, 4 Committee of /iine Membeérs was

appolatea, In the conference of Einhncé'Mlnlsters in July and
August 19€3, the report of the Committee of Niae which approved
of the idea wes studled and accepted, The ZanK cime inte epor!Q |
tien in September 1964, Sy | |

Article 1 eof the Agroohcnt,sdya that the purpose of the
Bank is to jrovide financlal asuiaiance to the African countries

and te promote regionai and subregional cooperation., The autho-

- rized capltal of the Bank was §250 milllien; pald.in capital,

"

i

s Y A et e
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L 9216 millien, and eallable shares, ¥126 aillion. The Bamk
tnthorizoa its npnbora to lend loesl curranciel to tho Blnk.
Thc United Nations Development Progrmo (UNDP) is auuung
tho Bnnk in its investment and prn-invoatnent progrll-nc. !h‘

¢ "’ m'p , " e

" Z/ Ilon loan was granted to Kenya to improve its two trunk Nldl
L ! - nificant ntep in the pronotlon of subrogional coo;mrltion by

b ‘ " the Bank, The ostablishunt of an East African sconblic }

L be Community end Connon Market, which inoludes, among othcr i.ncti-

: | tutions, an E.ut Afriecan Dovolo;mant Banx, on € Jnno 1967

Afric ao

2 unborship is confined to the Afrlcan states enly, 5 o
S - The ‘Bank's first loan wu announced in 1967' A a'a lil-

vhlch link up with roads 1n Uganda lnd ‘Ianzanlt. This h a ug. :

) | uportant 1md-arks towards ro;lonnl eooyorauon and mu;uuan
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THE ASIAN DEVELOPME NT BANK

' The Asian Development Eank (ADB) is an association of
" developed and developing countries of the East and West, The
objective of this banx; like cther develcpmental banks, is to

mobilize capital for the development of the region,; to uti-
lize the initial capital, and to provide the impetus for the
iaflux of new investment funds from regional and non-regicnal
lourcﬁs.

The First Ministerial Conference on Asian Eccnoamic
Cooperation, held under the auspices of the Economlc Commission
for Asia and Far East 1n‘Man11a in December 19€3, passed a reso-
lution endersing a proposal to establish a regional development
bank for Asia. The Commission set up & Working Group of ex-
pérts to report on this resoluticn, This Werking Group was |
"t pecommend the institutienal arrangements that would have te
be made in order te implement ,.. the establishment of an Asian
Develepment BEank," The report of the”Grcnp Qas clrbulated among
the member countries of the Ecenomic Commlssion for Asia and
the Far Bast (ESCAFE), The justificatien feor ind'cenlqunnyly‘
thé role of the Agian Develeopment Bsnk was for attracting _
"additienal funds to the reglen, the financing especlally of
those projects and those facilities for social and ecenomic de-
velement of the reglen which at present are net financed throdzh
“existing sources or agencles, and the possibility 5: acting as

focal peint for, and a stimulus to the other measures for regional
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vdéon.uic_cooporation which at present are'belng atudiéd,“ (1) .
: At its twenty-first session in Wellingéen, in March L;?"””
~ 1985, the Commissicn set up a Ccnsultative Committee, This Connittot
visited various member countries of the Commissiocn and other
interested natlons in order te eliclt thelr views en the estabe
lishment of the Bank, The preposal was d¢iscussed and adopted
at the Colg}ssipn'a"sfcond Ministerial Cenference cn Asian
Economlc'CQOporﬂtlon'held in Manila in Keionber 1965, Attornﬁﬁ;'
| slgnaturea of the Plenipotentiaries of Thirtyone natiens in
Hanila, the Azr-ouent came inte force on 22 August 1966.

Article 1 of the Draft Agrocnent ostahllshlng the Asian
Tevelopment Bank stated that "the purpose of the B2nk shall be
" to foster economlic growth and cecperation in the region of asia
and the Far Bast"., The Bank was "(1) %e premote investment in
- the région of public and private capital fer developnant'purw'p
posesy (11) to utilize the resources at its dispesal fer finan-
_ c1ng development of the develeping nombor countries in the re-
‘gton, giving priority Lo those reglonal, subregional as well as .
natienal projects and pregrammes which will centribute meost
effectively to the harmenious economic growth of the rogton‘ls4
a whoio and having speclal ro;a;d to the needs of the saaller

or less developed nenbér éountrioa in the region; (;11)'to hoot’
requests from members in the regicn to assist them in ceordina-
tion of their development policies and pltha with a view te

(1) EC APE ,
v(Bau 7] ’ .y * Pe y
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A ‘hohlovingrbettcr utilization of thelr rescurces, making their ;;ﬁ&_
..”oconouios more complimentary, and pronnting the orderly .x-"A

% pénaion of thelir foreign trade, in plrticular,'Lntr‘efle!nﬂl

tradcj (iv) te provide tochnicnl agsistance for the prepnrittoh ‘

financing, and

execution, of developuonu prOJOQtl and prcgrlnmns,
_ 1acluding the formulation of specific preject ;ropoou;a; (v)
‘to cooperate in such manaer as the Blnk may deem appropriltc, _uA’

within the terams or this Agreement; with tha United Hltiono, 1ta o |

organs and subsidliary bodles including, in plrucul!r, the

ECAPE and other internatienal institutlens, as well as nanmu i

entittoauhother public or .rivate vhlcn are coucerned with thn

anostnant of develo,ment funds in the reglon, and to 1nt.relt

'fpuch institutions and entities in new opportunitie: for invo:t.;

ment and assistance, and (vi) to undertake such other ictivttioa 3

and provide such other services as<niy ldiancd Ltc'pnrpolj“ (2)

- The -.nborabip of the Bank wcs - to ccnliat of the -niborl

of the United Naticns Ecenemlc Commission for isia and the hr ]

»,Enat and other regienal countries and non.rozlonal dovcloycd

Acountrion which =are members of the Unlted Nations or of nny or

,1§' l)ectllil‘d agencies, (3) The authorized oapita; otoek\pt %
Bank wes "ene billien dollars (¥1,000,000,000) ih terms of

)
(3
(4)

Article 2 of the Draft Agreement,

_Article 3,

Articig 4,

. Uniteé states dollars of the valght and fineness in nftoct en

31 January lsqs. (4) Each sublcriptlcn to the orlglnnl authortzed

e A R AR
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cgﬁitt_l stock was $¢ be for pald-1n-shares and cllllbic shares .
in equal parts. The eapital might be inoreased by the Board of
& 'G;wemou sonsisting of a1l member eéuntrios’ by a votc'ét‘ Sbs
" . thirds" of the total number ot Govornors rcpruenting not hn ;
‘ than three-fourths of the total voting power,
b The veting power envisages a two-tier system -- basie
{votol and proport.ional votes, The basic veotes will bo trriwd
at. oqmlly diatributmg 20 per cent or the total vetes amn; all
the members, The remaining 80 per cent is alloontq t.o mbors
m preperticn te the share capital held by them., (5) The sources
of the Bank consists of share capitals, rrowings rc.mjnen’"t of |
loans, vinbgrogt on leans, and {unds réceived from “h"v a;nrceu, “
such as gu'tls,:,‘dmxauons and grants., The Bank is to pmovt‘q i
investment In the region of public and private ’.clpital_;' s 1
htmonl@ua economic growth of the zjégion is the g?al. Paruj. .
4 culir Clphl.lis is to be glwh on developing members in ';ordu"'
1y " . to make theu- econouy more balanead and viable, The Banx is aln
2 to asd st the nonbers with teclmlcal mutance in the prop!rl-
% uoa, flulncmg and. cxocut.l.ou of devolo,»mnt projecf.s. ‘,1"""" .
degree of flexibility is granted to the Bank in condueting its -
eperations, . f B
~ The Bank (ADB) was formally Opened ror busineu on 19
i ‘Docubcr 1966 in Philippines. Orlgmal unbers of t.ho Bank
= were 32. At the inaugural meeting of the Board of oovomrs

(6) See Table 5, pp. 49-50,
Vo
¥ TEimy O R e e i e el T S i o e o i




49

Table 5.

Voting powers of the ;enbers of Asian Development
: ank :

\ - .-..-‘-.------.--.---- ----"--..-.--“----‘.--.-- -

Yoting-

of the Memb

o E Heglonal - Number of Percent of
filky - ‘ : Yoted - L Total
‘ ' ‘1, Afghanistan 1,236 ' | 1.02
2. Australia ' 9,267 \ : 7.64
3. Cambodia 1,107 0,91
. 4, ceylen = 1,600 e
B 5. China, Republic of 2,367 P e '
A 3 6 India | 10,067 8:30
. 7. Indonesia 3,257 , 2,69
8. le‘nn} 00700 i 1708
(\ 9. Korea, Republic of 3,757 e o 3.10
\ 10, Laes , 799 | 0.66
11, Malaysia o amg AL el
12, Nepal 973 o N
| 13. New Zealand 3,013 ¢ - 2.48
14. Pakisten L BIBT RO 3.26
15. The Philippines T L ©3.81
16. Singapore ' 1,267 1.04
1. Thailand 2,787 e 2,27
18, Vietnam, Republic of 1,957 | et Yol
19. Westera Somoa e 0.3 "
Sotns dagiint TR e e
| (conﬁd?.f'v.
S Ty R Sk

e, | e R e, AT



, ch-ai_gipntl
" 1. Australis. 1,267 ; 1.04
2, Belglus ey 1.04
3. Canada 3,257 ; 2,69
4, Denmark LARr 1,04
6, Finland - -1 R 1.0
6. Germany, F, R, "~ 14,15? . 3,43
7. Italy 2,767 2,27
8. Netherlands 1,857 1,53
9. Norway 1,287 L 1.04
10. Sweden ce SeReY e P
11. Switzerland 1,257 | 1.04
12, United Kingdom 3,767 | il
'13. United States 20,757 & 17.12

- e ‘o-b‘.-‘

45,341 37.42

Source; Asian Dovelopmt Bnm:, Anaual Report,
1957, Pe 39.

Ay Wy DG s A W D W - -

- on 24 November 1966 the authorized capital stock of the Bank

~ was Increased from ¥1000 millica ¢ §1100 million. Half the

blld-in-clpital' is tc be pald in geld or conv_ertlblé currency and

« the balance in the currency of the member country. As of 31 December

1967, the subscribed cajital was §970,000,000 of which ;mss,ooo,poo
was " ald.in" shares and the same udmt in "vcalllble" shares,

The UN Develoyment Programme helped to finance the expenses

¥ ;
- e® i
1y ¥4 .
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- January 1968.
'—anountlng to #41.6 millien, -

) S

,_rellttng to the propnratory work invelved in sotting up the

Bmk The wOrld Bank Creup provided tecks for the ubmry of

the Bank 8nd lnvited the ADB to participate in its neatlngs. rn. f |

~ IDE n].u assisted the Bank,

Reviey of Activities |
In 1967 the Bank was principally concerned with the task
dribﬁiididg up an initlal framework of the organizaticn, poliecy

formulation and staffing, Itsrnain alm was tc create 2 basis

for its developmental activitles in the succeeding years.

; Twelve loan proposals were nadc~dar1nz 1967;- By the

end of the year, detailed appratsais in respect of one appllﬂ&ov;J%

tion uir! completed and the recommendaticns were aubnittec no;
“the Beard in Dooenber 1967 for consideration and decisio: in
Durin: 1968, the Bank npproved sevea loans

The rocigient countries were c.yluu.

]

the Republic of China, the Republic of Korea, Malaysia, Pakigtan l‘

!nd Thailand, The Republic of China received two loans. Five

loans uorc.giédn‘tbr specific projects 5 tea factory moderniza. »
‘ tien, an express way and a plant for the preductien of an e
intermediate for’'polyester fibre and twe vere ‘for 1n|t1tat16§g,m.f‘

.   ;f1nlnc1nt industrial development, Also the Bank»appreiod'QQ o

outlay of 1,137,000 fer eleven technical anaistagce grants,

‘Thc'nlln_thenn in the ecenenig programues of thls rngidh in
'*tho'past.decadc bls been the emphasis en indultrial devclopn.nﬁ.

(6) A lean ot VB million was authorized by the Board of
Directors on 23 January 1968 to the Industrial Corgora.
. tien of Thailsnd, See Asian Development Bank, Annunl
. Report, 1967 (Manlila, 1968), ps 16,

o



The nportmo as well as the ccuplexxtxes o: the problou u-

‘lating to 'igriculture prompted the Bank to launch the Asian
;_,,Azricul_tunl Survey. The main purpose was to fa_on-i_uto the

futum oporttional_réle of the Bank i‘.nutho neld--.;of azr;culture.
The Bank spent 80,000 in the field of agricultural assistance

. to its mwembers, In December 1967, the Bank recelved a reqne;t'

from the Gevernment of Maiﬂysla to undertake a regional traasport
'm.y.

During 1968, Japan and Canada providod assistance tor tho

: creauon of twe Special ?unds. The rate of mtcmsts on loans
. made from the Ordinary resources was [{ixed at 6-7/8 per cent po‘r
Vanmim. The Bank spent §166€,000 for transportation, "8'124,000 on .

development banks and intermedlary institutions, snd #847,950 on
agricultural technical assistence to the member countries. (7)
: During 1969, the lean appNVlll amounting to $98,10 millien

- were made ta ten developing countrlu. This amount ooured tw.nty

 leans includlag six ¢n concuaslml terms, By the end of 1969

the Bank' total lendin; reached ¥139.70 milllen spread an u

countries. (8) 13 technical sssistance prejects covering 10 count.

ries and involving a comaitment of 72.23 million were approved, -
With this amount the Bank's total commitments incressed to ¥3.74

~million, The items tovered under the fighnical_ ;-a‘ss‘ntince grants

”(7) AeDeBa ual HRepo 1968 (Manila, 1969),
(8) . 'AJD.B. Annual Report, 1969 (Manila, 1870), ps 17.



m: transportauon (ﬁasﬁ,OW), dwe.'mpnen& Bmks and lntax‘-

5 ﬁund: avanable for ord:h‘uy opcrat.ions including: m pro.’ ;'/

| Asim Agrieullursl Survey mw,ooo s s
g.gmn;m;mr; Burvey . 1 milidon (fma technxux
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_ ©f e Benk durlig 1970, HE11.9 miliion vas £ranicd from oxdle 7
nary capital re sources wd %d.? mnlion trom Bhii sp&ctu l‘md (10)

.(9) :m Teble € i if p.&a e o e ;

s -‘?r, 3.

mdiary I,nsutwion (3&.000), and Kgricnltura (31,565,000)-

coods ol‘ the ban& uauet tncl’.nlcn Lb 3401 milli% llld cwtp_" ‘

g unts uachoa xmu'ly #118 mx:u.oa. ﬂpocial Fund reaourees woe ;

by m.w aililen vo just under #85 wmilldon; commitaents mcur-

”ud Ln conce laional lounl muntec to gie miui.on, In thn *
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) fee ol e
' un’ 2 Ty e ‘of loans' | S
I T Sas Thc eotal numher/mcuned to 324 (11) Loana wre also lam;-.
{ \ " -‘ ﬂ” uonod :‘or wicultural anc 1rr15ation prb.;eeug pwar tralu-
i %‘__;’,.uuon and dlatribnuou, emst.ucuon of niehwa.vs and

Bl ) ;“ '_19 ttchnical alsistwce pro;ecz.s to 14 countries, x.he cost or

Wy
'"g",;':v (% "fumen momua to #2.9 million in 1970, i promh on "ih
,..’" 2 Luay 0L aouthmmt Asia's’ Cono:ny in the 1970’8" was conph“ﬂ
i / md t.he degional Transport. mxve} promede\,. on schedule, Durins
m ‘ T _thls yeax‘, bcmdc vslued 352‘!.7 millicn wexc ﬁlued m xuswu i
| TR WS md Japen, Ihe total funds raise.d b) bormwmg fouched to
*'&_i Al W, #38,1 -1u1m(m> ' | e
‘[‘dgw‘ :"h,.- & 28 contxibutions durinc the ycar o the Connolma‘t.m Spcezal s
y Pl v“,‘j_Fund e BOArCs § (uzeludn g Tecm ice.l Assistmce bpcc.th. Eund)
R V"amunu‘d Lo #56 ,264 072, This rused the figure of Special Funo
ol esourees to $137,034,9444 Aultral:lh ana_the United xingdom -
M ¢. ~ "fiui 3 Joincd t.he toux' eafrlier cont.ributors i.t .y Caraada, i:?cnurk, »hpaﬂ
il ":;_g‘_;-f; ; "‘“and thﬂ Retmrlmds, Lo the Lomolidate_d apul&l fund Ruoure@s f
(i e dux iLg the years With the contributions irom Ault.una, C«nada,

lemd, xmu, Japen, l.h(. hetue rl.ands, Pekisian and bvn;erlmd

i) l, ‘ to t.he Tecbnieal nsaiuanu upecial Pund, Ule ‘amount mcroased

Vo to M,OQI ,017.', Tne bank, now, has becomt & simiuoant wnm- o2
of m in Asia. It. is suppl.ymr, abnuk 3¢ per cent of the ovtrall
: : deve lomcn:. unax.cixxg v-nich 16 dcvclopinz mmbu uomtriu bgu

‘ (11) Ibid. e :
T e Gy e abs T iy 88 Tt T W S et
ik s sy el 40, pd 140 | shaltn it
VIQ : 3 : A
e So %
i 2 S ¢ it y o o g, T ;4._3!;&_.;

‘Geve lopment of ua-ports and &irporu. (12 Lhe Bank pmﬂdﬁd 5
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ﬁgrmnlﬁw Dent. oL -,
mon Pc,x hu Volts‘ae ¢ S
‘Irunnualon q SR e

pusri Percmur Fm P T
Expanston it

ﬂamharnr—l’eungsram Lo b i T e
‘drrigation &E!:tbiutatim b i L e S IR L PR O R

Progect oo B B0

PR L8 e 0w e Sgen )gricult-ural De- it
s i B R A ,n_ volop-cnt e R

5. Nalaysia  ©  Besut AgriculturelDeut .. . 3,30
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LR e rcu'ivad fron auzuw.onl sourees. am: the decrease. m tho

5’ ; m;cm aid nw rcmb.tng gﬁ‘ut.imtst Al!.a Xroa the uevempod |

. ‘ count.uu (14;, :ho Bam:‘t rou u becmu wmcsingh uizni--
. ficapt.. ST Vit B3RS L g e e

NG

il .l;;-,. T Durdng 1971, the au:.hcuzcd capnal ltock of tho tmk A
Wk : ; Vas mc“'a“d fmll ﬁuOQ million t.J 32,750 lilliau, “Ih‘ ;lh-o o)

euan m cap&;al mms e:teeuw upcn 100,000 sh;ru hung”". :
e lublcribcd, by U ertmber 1972". (15) 'Ihe nddition 1;: upit.al
,‘ - doils Uill wn&t 1end£rg oporations to grov by mn: than 10 pcr mt.
| | The Bunk baxrowed ALl million in 1971 by uarkeuna tivc oo

Wit public 1“‘”5 (5101.7 M-lllm) and by private pllcement ot ’t'f_ '

i e ’éc Py bonna#‘)lbe ioans frou “diﬂlﬁ capital rosom.'ce: i
8 tnd Special bnnd knfnources uoant.od w ﬂsi million cmnng 17;1. o f
o (4 %  Shis figuré 1o sbout 40 6T Gent of the totel loans spproved: '
| il % s ainoe tho unt loan was uadc Lr. 1968. (17) Qn ,un“m‘m
M t.atw.e of the lending operauons is. that the pusber and

s ¢ | uonnt of loans from ordnmry enpitu reac,nree.s 1n 197]. wn -
il less then the emount ana nmbor in 1970 Wherc*m ‘the mmbor of

' lomms from the Special Fund Acsources in 1971 incressed. (18) o8
41.5 per emt of the totu Lendins was pxovided xor elect.ru

e

-""cm e Tableo Bodt, oL e

‘ ue»)i . Bee ADB, an (mmxa, 1972). i e |
: ue)‘”‘ Toid, 2l g gl

<1a)—'—f- ;f'aee ans, mm..mm (wm. 1972)‘?'5

W

M ':‘,_5;.
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1968

e
Caen

1968-1971

S 76,086,000 ¢
| 83,280,000

41, eoo,ouo

e

,.22

16
57

,oos .uoo, __
| 33,693 ,000

61,610,000

107,208,000 -

%
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‘Sourees ADE, Amanal Heport 1971 (Menils, 1972), pa 15 .
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: ‘pewcr, 18.2 per cent for 1nau¢try, 17.4 per cent for trmspprt
» "md comunicv tions, 10.8 per oczt. for axricult.um and 12 1 per i
‘;'«nt 1‘0: water lupph'. Out of the 18* counttles which bomwed
‘:e%f;m 1971 euht got mcesuousl loans. t.atu.‘u.ng 551.5 -unon.

_‘rhe technual auiatwce of ﬁl,aaa,ooo was apxn'ove@ for 15

:proaeetl. (19) quorr.ant. ou.rvey;, ulm tho ne;,ional Irantport e
Ty &nrvey, a Study of Southeast Asia's 4onomy in the 1970':, and ey

S study of the coconut mou:try in t.he region, we re mdertaken. e
Arrangements were mede during the year for coo;nraucn in tho ot
duelopm nt of the Mckorig basin. . 1he me:_nbersbip of the Bmk;»wg;_

IS mcremdito 36,

‘During the first t'ive ytars ‘the Bank has made & good
proax'en. It has not only ude loans amoumins to over ux” :’

"“-‘bundred million doliars but its lending operations have. °°n“'“'°

Lo 1mreaso. iis ca,ait.al stock has mcreaud ba 1& pcr ccnt to ‘

. '32.74 ‘bnlion, and its ordinary ruourcu b.y more than 3100 511-—
lion through bond issues in Lbe capital wkota. _ Ieebnicnl |
‘ ?iaulatance, incregsing soft. loam, rual el«_ctrifications, t.ele-
‘conmunieatmn, and multi-purposo waler Iy lources dew]opamt 3
:anludina its assistance to: tbn Lower Hekons basin developnent i
"pro:]ect.s, are some of the aot.ivit u m which tbe bank (ADB) 2

nu conoentratau 1n recant. years in. order Lo makt "nwessary

"glié(lﬁ),»f 1h4d., Ph M

)
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- of the Board of Governors of the Bank in April 1971, it was'

CONCLUSION B0 ‘ e,
Prospocu ‘snd' Proposql; L] ' b i

‘lbere hss been som crit:l.ci.sa of the working ot’ thl

% 'aum Dovempmnt Bank recent.ly. AL the JFourth annual mun;

‘pointed out. that the bank was placing 100 ‘much Gmph“j,; Ol! gh,

£ ing tho socL 1 and economic neuwa ané balance of, payucnt situa-v

| .. TVrfinzms ar the nember coﬂntries concemed. It was &).so iaid t-ho.t"- 5
* the Bﬂk vas tendmx to concent:;u too much in th' ﬂoutb.;n,

e j»‘Asian region, Discounting such fears Mr um-m watm um-.‘_, ‘

',taimd that the 1oms nnounung to 337 muuon vore ;rmtea to
Pukistan and ,% mn.u.on 10 Atghanntm m 1970 and thaf. tha

r ;banklng prmciplos u voll as the nndn of the rtgicn ven
prOpcrly looked into at t.he zm of zrantlng :l:ouu ta tho ?-g‘ ;
_count.ries. o ‘ _ﬂ“‘ @
| In spite of t.huu nsurunc" by i(: uatmabe, fthen tc
" zeason for the critics to be silghtly seeptical of m Bk, .
in 1970, oat of the lez nul:l.on ].oans sranted rx‘om th- mmfaxy.f :
'capttal Fe SOUFCE sy more then half went o Lhiee Southutt Asian
countries, 1.&., 740 million to South Koma, ﬂ37 lunm to
§ingapore and 3 nillinn to Tafwan,  Bug 4f ve. take 3 zook at~ o
§ {-,'thQ list ot 1onns grmud out of t.he 3poc:ln1 fund m»urces, 4 |
" we will' mm, of the. Bpoctal Fund loans tomunz m uunon
:111 the end of )(arch 1971 the najor rcoiptcnts ﬁre Indonnh jf‘l".
(323 nnnem, hepal (alo unmu, Csylon (87-75 uimcn) md




'“‘ﬁ_:’in t.he operations ol the uzank. ihe pmposal tor makm the

Atzhmutm (35 millien). This shonld réstore somo conridmcn

| ~4t.echu1cal &lbilti.n(‘.t Tully unit«.d and ».ouvort.fble is bedng vl‘°"-r',j-f“:j»-"'; 1
pex‘].y mplcmnud. & |

The psycholoa,ical !‘tar about the A.ian mVehpn@nt that

ot tmmts t.oday waa also felt by experis and st,at.amn at tho

umt of iis b:.rth. (1) Som wele of Lhe opinion Lhat t.be bu;-den

_of bilateral sid coa*inaents, Conarxssional.and public eriticiem

i

~’hls called this za.m plan of the ccononist;s a ¥y th" (3).-

_(1\;-'? . see mgnm_m Sqrxumuu) 725, 8287; (uJ

Woting prooedura, wricb, it 1e alhged, has given supr«ancy to
“7 ¢&¢ deve loped ecuntrics and membcrahip to the "non-regional de-’»:

Bank. ‘b) Tne Art e 1o of u.csmm Vas charactcrue@ “ “W

- "'t'ereed the United Snt.es in pxonouzg the conmpt of :mlt,uatcul
"";Jet arnag of the am bundun by t.he o'sher advances countriea of tbn
world and,y t.ouards uhat end, m qotuns up & Ter 1onal bank. Thu

may be ‘4n extrege viw pmpasattd by moae who believe in tne

“f:"nact.rme of Um.ouchsbuity" (2-) in- the nphlre of foredgn Tela- "’5‘-52

t.iona. Mr George W, Ball, fo‘ln U.u. Under Bccretazfy of State

THOF¢ is yet aothes oriticion Conecruing bhe Bank!-~*"'“'

- . ¥eloped nembcrn" { not mu-rcgimal underdwe 10p0d meubcra m tbl g

11430~31; (viii) 1ab39.

WA e RS, vennmamani “Inala and Asian mVelopmt

Benk", m, @ duly lﬁbe, ps. 68e

= e um!tq W. Bail, Ml!!s-:&. 3 ‘“ﬂ-‘“t 1970‘ A

() oArviele 3 Bee Tabls 10y e 63._'
<ote) fVA Ivtd,
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' Members .

msioml
Afgbanutem
Ault.relu
qulan
China, B« p%bli.e

hoe of
Votes
1178
9198
- 185¢
2298
- 798
e
'“5.  o088
3188

Flji

Indh S8
Indonesia
Japm

Kh R f‘ ‘1048
nzpub;n; 38
K.ore;, arﬁpublic 3698

‘Laon

Hnlay su
Nepal - .
Hew halnnd

Pokutm

?apua and Bcu
Guinea .

?hili;pineg
81ing apore

2608 |
A8 Vs
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3894

836
4188
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2698
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: ;10,

1 &
12,
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Finlsnd
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Germany F. i
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oweden
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1 M ¢ 'ﬂnltnd &tat.v: - .upmcle dic. tatea hmtmnt;" (6) Tha vea,

N ‘_'4?

TSR

i M Ja SR e

»_;'_ .« chatee of the. m.e or the mk, u 1. charged, mvox.m poli-

N3 ’w.x

uul cdjustmnts. Philipplmu grmtcd diplomauc rteozuit.ton
X e to Mahyna and S.'mgapore only when Mmua s chosen u thc
:Me of m Bank's’ hudqwtersq Iran made ofter to p.rtl-
» ; ,cipate 1& the Bmk, subjoct to 1fs 1ocat10n m rer.oran. Amr
2 4 Mm‘u uas choseny Iran rcrused to b;come a nmbar. (7) Sehe i
; tcbnomnu hgvo also pouma on{ r-har. m reaent years 1;: aomc i\
,Aam counuiea the trmd hu been Powards a reau.ction in tbc |
- ‘seale of mu tcmonio \utcrrelatimblp and "the scope for
» "fretam.x mpontzon may bo vcryxnarrow even in the futmer." (8) S
. .Ine Asien Develmem. Bink, thev “8“" h“ ROt been in & p‘”" |

*‘juon t.p ohanae tbis trond. 5 _ | 3 T g
. "t is easter to do almst nnything, than to dmlop &
»Cconmtry‘s Bconomy, ‘to Quou watmbe. (9) IL 1s ulosicu to
oxp.ct r-oo auch trom this mfam. oxganization. The Bank's pou-.

ciu m aone maaor rielda, dieay protit stmdards, are not yet

tzmd. Itt, ‘the mtiviun or ‘the Bark are quite upreuive.

i ability to raise mney from the worla asrket, the aubstantnl

e AR A
5. 1. Global Partmersidp mev'xou, n:x., wea): p,'ieo.
R i e e

'(*8.) Gm%&%%omcgﬁgﬁnmtﬁz h; ﬁal;. R
19&5, PP. 80, 99, e Ry

L (9)° - Taldaht WAtanabéi “The-Asisn. Develo;ment : m_m
L vel, 27, no. 6 June 1971, pe 241, |
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I : Bt | w |
Ll (' "é; ‘ »‘vtncmm .'m t.he aqtboruad capital stock and in the 3pte1a1 Fmﬁ i i
| i {‘:;}_j;z-i’xuontceq nnd 1ts uchxical auiltance pl‘or rammos have gurantnd w“r“
i Y I,j“\:“‘ Bank a Mttor mt.ure. Uuder the auspices of the aank, e ;, ’ Al
| 4 _‘.,;1,'£Philipnm°0; inaiund, Indnms;h, 1gtvan and South Vietnaa have o
‘I-‘A.‘ ** 'a;:«d t.o collaboratae m oxplormg the . ricb dehp-aca-rtlshm el
'”‘! | 5 mu of the South Chine sea. Also, Iudonesia has takin 1“1‘1" oo .:"‘
"‘ulr" lotive m starting a joint shipping lne ‘mh 4&13”13- Th“‘-‘ “" ‘:‘.7”"‘: {“
L "“"} ul good cxauplel of regional cooperations. (10) | : B Y‘b
31_;..~ “ _ ~hsia has diverse pxoblema. Ihe puiodic flood in thl -
»‘{." W ‘ '—';;»nc lumd Valha in Afe;hanut.an, the droaght ‘idden Walawc ma 61‘_ 3 | :
Al I.;i '“""."':,cq hn, porf. dmlo;)mnt progeet.s in bingapore md air-t.ranspcrta— iy & |
I ' ki ?.:tion fecilities for Nepol need diversified approach"- Bestdes, :-'  ;‘;
Wt = thsrs ‘are pwgho]_ogzc&l, political and operational huxdlos. suu
i ! iﬁ"”f;‘h_‘. Bank s rving us @ “eleuring house of understending®, (1) 1s 5 |
b vorking a8 & neutral filter for development funds, Pfﬁlrny ming
0 V "jtrou the Hest. The work of the uian Déve lopment Bmk. b°‘h n il; _'  ,“,
"3':.‘ ] . the dunx,;pmm; aid sector and in the pure bankins fs.eld, hu b-en 1 |
L' e aoblr enc ob,,.cuve. T ' | .
LA 3
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