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This dissertation is a modest attemt>t at understanding 

some aspects of the economic dev~lopment ot' the uev~lo.Jing 

ccuntries of the worlo. In the years siilC\.) \..torld war 11 there 

bas been a great deal of theor~tlc~l discussion an the processes 

ot economic dev...:lo.Jm~:nt of 's1a and Africa. The 1nited Nations 

has taken a tte(:;!n interest ~n the economic future et• Asia. The · 

need to discover effective means for ~lannlng ana helping the eco

nomic growt..h of this region resulted in th~ Economic Commission 

for Asia s:t:ld the 1i'ar East (i::C t\FB) ana the Asian Develo.Jment B&uii 

in 1966. 

In this d1ssert~tion I have tried t~ ~roject the situa

tion that lea to the creation ot the regional develotimant t1nan

cinc baMs in general and their role, with ,>artie l.llar reference tt..

the Asian DevelOrJUlvnt l:anii. Desa,~lte the curr~nt mood of dis

enchantment an.d im,>atience about the Asian Develotimen.t BanA, lt 

is oae of t.ht3 most. im.;ortant exam;Jles or the efforts to deal with 

tne various .Jroblems cf devt!lO:-~m~nt in the developing ecoaomies 

o: Asla. Durine a very short ~erloa, lts rola has become very 

significant. 
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Chapter I 

PRvBL&MS Ld 'l'Ht: UNDERD!!.'VELvPED CuUNTiUt;S 



PROBLEMS lli THE UNDERDEVI:;LOffi D CvlJNT!UES 

Since the end of Second ~orld war interest 1n the pro

blems of the •Third world', as the less developed countries 

have coma to be called (or, it one prefers, "developingn or 

"underdeveloped") has bean great. The abject ;overt;, ard desti

tution, the sen(3e or· urgency and the growing impatience in 

these CQuntc1es 1 which encompass two-thirds ot the human race 

have forced the developed countries to sit UiJ and take notice 

ot them. The economic develovment or 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 

economtc development ef the Third World 1s not only necessary 

for releasing ~he masses of the developing countries from their 

grinding ~overty but a precondition for elobal peace. Decades 

of stagnation 1n these countries has not only left a legacy of 

stratified societies but a situation that is capable of nsi)a:t'kinu 

of on international class cont'lietu. (1) 

It is estimated that almost twQ-thiras of the human race, 

lives 1n subhuman conditions, sharing less than a sixth of the 

vorld•s income. (2) Ther~ 1s hardly a problem more urgent today 

(1) Jagdish Bhagwat1, Bc,enorol.es of Underdeveloped Countries 
(London, 1966), ~· 36. 

(2) 
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than the plight of these underdevelopeo countries nor one more 

challenging to the human mind. Nearly a hundred members of · 

the United Nations have been classified as poor countries. 

Eminent economists have established that since the Second warld 

~var, the rich cuuntries have becE>me richer, and the poor count

ries poorer, in terms of their national income. The amount of 

finance moving from the aevoleped to the underdevelo~ed 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 boWld to think that tb1s 11 div1s1on 

of the world into rich and poor 1s much more explosive than the 

division of the ~orld on ideologicG.l grounds" (3). 

The unoerdeveloped countries are desperately seeking to 

enter the twentieth century, even if, many ef them, 1n some 

respects, have not yet reached the nineteenth. Stable govern

ment, an acquisitive outlook and technical capac1tJ which are 

necessary for ach1ov1ng industrialization are yet to be achieved 

by many Wlderdeveloped countries. The developing countries find 

to tbeir dismay tbat they have Joined the com~et1tion 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 changeu (Address by U Thant, Seminar on 

Peaceful Change), Journal of ~be Institute of Man and 
Science (Reusellacrville1 N.~.), vol. 21 1966, p.4; 
see also .;tahmatullab Khan, "The Problem ef International 
Povertl" in M. s. Raj an, ed., §.tudies in Politics (Delhi, 
1971), VP• 164-87. 
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competitors far in excess of their own (4). The illl!IB diate solu

tion is to accelerate the pace of econemic develo~ment. And 

it is also sign1t1oant to note that ~~ important difference bet

ween economic development in the twentieth cen~ury and ~ast 

times is that today tbe developed nations have accepted a measure 

o£ responsibility for the progress ·of the developing. This 

remardable recrudescence of interest now is "not.merely ephemeral 

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

been more cf a movement towards a willingness to support aid as 
a constructive policy o.t' world ccmmunity tewards its less ·a.:t'nuent 

members than is su~gestea either by crude arithmetic or a few 

brutal statistics of a1o levels cr by the increase in the use of 

multilateral agencies. The issue is essentially "humanitarian". (6) 

Regional_ism in political term1nQlogy is usually under

stood te mean the formation of a distinct political entity with 

the aim of political arder-build1ng~ It is a form of international 

organization which is limited in membersh1~~ functions and objec

tives. It refers to the geograJhical proximity or 1deoleg1cal 

basis oi' association. Relienalism may be associative or dis

sociative. The term "regionalism" as used in this paper bas a 

(5) P. T. Bauer, Economic ~~lfsis and Polic~ 1n Underdeveloped 
Countries (London, 1~65), p. 3. 

(6) B~agwati, n. 1, p. 3E. 
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different connotatien. It refers mainly to the regional eco

~omic grou;ings of the developing countries as a step towards 

international economic integration. According to J. w. Burton, 

it .1.s ap;ro~riate !or the tel'm • regionalism• to connote all 

forms of associations amongst limited number ot nations, whether 

the association has developed out or strictly g~ogra~hioal cir. 

cumstances or out of common linguistic, cultural, traaitionalt 

ideological and other common features wh1cn t~nd to bind nations 

together. (7) Regionalism in economic develo;ment is essentially 

a post-Second Vlorld war t>henomenon. 1 t ori~ ina ted out of the 

belief, especially in underdevelopad countries, that the rate. 

of. the economic growth must and would be greatly increased through 

state intervention, and through capital am technological assistance 

on easy terms from abroad. The growio,g confidence in post-war 

growth economies, fostered, or at least aided, b¥ the agreeabie 
.• 

dynamism that advanced economies began eXJerieneing a!ter the 

war had ended, coincided with a growing awareness of the world

wide inequality of economic develo~ment. (b) Until the second 

world war only cultural antbro~ologists uvinccd some interest in 

the underdeveloped countries. Tbe cbange in the political climate 

(~) 

(8) 

J. w. Burton, u Regionalism, Functi--onalism, and the 
United Nations", Australian 0utl~, vol. 151 19611 
p. 73; Charles ?. K1ndlebergur, ~onomic Developmen~ 
(London, 1965), P• 345. 

s~c Alan B. Mountjoy, ed., Develop~ the Unaerdeveloped 
Countries (London, 1971); Gunnar My al, Beyond the ~!el~ 
fare state! Kconomic Planning in the Welfare States and 
its -Internatipnal ImgiicaEions 'lLondon, 1960), and Gunnar 
Myroai, The Rich and the ?oor Nations (LQldon, 1962). 
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of these underdeveloped coWltr1es was created by Adam Smith, 

Malthus1 Ricardo, List, Marx, John Stuart M111 1 Jevons and 

Walras, W1cksell and Key.nes. 

The concurn tor economic development of the '.third World 

refers to the raising ot the levels of the economic act1v1 ty and 

thereby ensuring higher standard of living. Raising of th~ 

l~vels of economic standards would necessarily 1mp11 the 1ntens1-

. ficetion of production 1n the existing sectors, and, VtJry often, 

the creation of the new sectors. According to the economists 

economic develo~ment means the increase 1n the aggregate or per 

ca~1ta national product, or, tn simpler language, the increase 

in the national income. Growth and develovmeni are often used 

synonymously, and this usage has been acce~ted. But there is a 

subtle difference. Economic growth means more o~.ttput, and eco-

nomic development implies both mor~ out~ut and ch~•ges in the 

technical and institutional arrangements by which it is produced. 

In the early stages of the economy, growtb and development go 

together..· In the less developed ~arts of the world, i.e., 1n 

countries that have low incomes, or th~se that ·rind it difficult 

to adopt to the economic opportun1t1~s available tc them, growth 

and develo~ment go hand in band. Also, less develoved countries 

and low-income countries are not exactly identical, although these 

categories overlap to a great extent. This pa~er is addressed to 

the problems of the underdeveloped, low-income countries and the 

role of the regional development banks with a ~articular reference 

to the Asian Development bank. 
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The world is divided iuto three grOUbJS of states, vi4..; 

tbe advanced rnarltet economies o1"' the ~~Jest (i.e., !~orth America 

and Oceania), the f;ccialist stat,~s (i.e. 1 the Soviet union and 

the cowttr1es of Eastern i!:llrv_ve) and the aevelop1ng cowttries 

(i.e., the cow1trles of !\s1a, 1\frica, Latin America and tbe 

People's Republic of China). (9) For these develo~1ng countries, 

com~r1s1~ of colonial, neoeLlonial and ex-coloni~l regions, a 

constant and coastruct.ive contact, or what t:ugene black called 
~ > 

ndevelopment diplomacy" (10), 1s needed 11· tbe t>e0 11le belonging 
·-· 

to these regions are to reali~e and enjoy values liKe free6om 

and democracy. 

The ,t>rlnc1pal common denom1n:!tors uf underdevelo,Jmant are 

low productivity, lac.tt of tect.nical imow-how tc put reoo urces • 

physical and human - into effective use, shortage ot.' ca~1tal, 

d 1fficul ty in 1ncreas lng ex;>ort earaings to yay J.'or essential 

imports, rapidly expanding pop11lat1on (ll), inadequate 4;rogra:n. 

m1ng and planning for develo;ment, and social and psychological 

attitudes. There az·e three ty;JeS of <levelo~ment, i.e., symbolic 

modern1~at1on, maximized economic growth, ~ld selective growth. 

According to J. :{. Galbraith, develoL)lllent is t.be '' 1'a1tbi'ul 1m1-

(9) 

(10) 

(11) 

See .e;~,~gene R. Blacit, The Jliglomacz of Econ9mlc Development 
(Cambridge, Mass., 1960). 

R. Nurkse, Problems of Ca~1tal fformation in Underdeveloee~ 
Countries (Londen, 1~53) 1 P• 32. 
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tation of the develo:>ed". (12) Obstacles to development that 

are not easily qualified or incorporated in the planning models 

include the inequality of income distribution, conditions ot 

land w nership and tenure, character, organization and ef.t'1-

ciency or the varloua levels of government, the degree and rigi

dity of tribQl organizations, and socinl customs such as tho 

prevalence of the extended family system, and psychological con. 

d1t1ons. Four factors are basically necessary for the economic 

development. These.._§re: agricultural transi'ormations, physical 

infrastructure, basic social services, and 1ndustria11~ation. 

Besides Le1benste1n' s n po..,ul~tion blockage theory", 

Nurkse• s "balanced gro\o~th" theory, Hirschman• s "selective growth" 

theory and Rostow• s "st.ages of econo:nic growth11 theory, a good 

deal of literat~re is also available on the subject. (13) Some 

writers have emphasized on tbo personality i'act.ors, some on 

export ~actors ot the economy, some on baavy industry and some 

o~bers exclusively on the foreign a1d (14), as the indispensable 

external factor in stimulating internal transformation. ~ll these 

writers have emphasized th~ role of tba capital 1n the economic 

develo11ment of the developinf ct.untr13s. 

------
(12) J. K. Galbraith, Economic ?lruming (London, 1965), p. 3. 

(13) 

(14) Karl de Schweintz, "The Needs of Underdeveloped Economies", 
Current Historx, August 19661 p~. 72-77. 



Cbapter II 

ECQNUMIC Cvt-IMll'M:.NTS .1\ND "filE CHAU'l'ER 



ECuNCMIC Cv~fMI'l'MENTG AND 'fB.E Cl1 ARTt;R 

The concept of regionalism was cne of the •thorniest• ones 

at the san Francisco Conference. Political regional groupings 

ll~e the Organization o1' Americ!:!n states, the Arnb League, the 

br1t1sb Commonwealth, and the East guro;ean Bloc (i.e., the 

1.s.s.R.-Czechoslov~1a Defence Treaty, 12 December 1943) were 

already in existence. So the United :ra!.ions Conference on 

International Crgan1~ation wns presented with a •fait accompli', 

-- the reality or which \-HlS accepted 1n clauses lilte Article 51 

("Collective Self.Oefenc~") and Article 52 ("action against the 

enemy state"). So far as regionalism ia economic matters was 
• concerned, the Confe~~nc~ wade an elaborate arrangement. Region. 

al1sm ln economic develo~ment ~as received greater sup~ort at 

san Francisco as compared to its status both under the Lea~ue 

Covenant {1) and the Dun,bart.on llaks ~ rct>osals (2). Tbe ~rovisions 

in the Durnbarton t,a.tts .?ro£)oSals relating tc econQmic and social 

cooperation were subJected to extensive and significant mod1f1-

cat1on at Saa t~ranc1sco. 

The Charter is based un tbe ~remise t.ha~ a n~oessary con

dition for the maiutena:1.ce o1' international peace and security 

is the creation of "conditions of stability and well-being" 

throughout the world. (3) 1 t is only Wlder sttcb conditions that 

(1) Article 21. 

(2) Chapter VIll, Section c. 
(3) Article 55 of the United Nations Charter. 
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•tpeace.ful and friendly relations among nations based on respect 

tor the princ i:Jle or equal rights and selt' ... det:Jrm1nat1on of 

peoi)lesu can exist. With a view to t.he creation ot such condi

tions, the United ~lations undertook to promote "higher stand ... 

ards of 11v1ngtt ," u full employment", "coudit1ons of economic and 

sociql ?regress and develotJment", nsolutions of international 

economic, social, health and related problemsn, .. 1n.teruational 

oul tural and educational cooveration", and 11 universal respect 

for and observance or, human rigbts and fundamental .freedoms for 

all without distinction as to race, sex, language, or r~ligion.u (4) 

·Also, Members ot'. the United Nati(..ns "!"leoge themselves t<... take 

joint and separate action in cvo:-'eration with the organl~at.1on" (5) 

tor the achievement cf these ,:Jurpl:ses. 

The de1'in1tion oi' the term "pledge" raisea contx"Oversy in 

the Gon.ference. Accoroing to the A us traliau delegation n ~ledge" 

tneant that the Members Cit the United Nations woald both coo,Jex:a,te 

internationally and act within their own countries to pursue tho · 

eco~Qmlc ~nd social objectives oi' the vrgani"'atiion. The American 

delegation was critical of this stand, as, accoroing t~ them, it· 

would mean the violation of the domestic j urisa iction clause. 

Ultimately a compromise fo~ula was arri~ed at unde~ which the· 

'pledge' referred "to tQJ:te joint and separat.e action in coopera-

.(4) Ibid. 

(5) Article 66. 
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t1cm 'IJith the Organiz-ation". It would cover onlJ u international 

act1on11 and national action was not to be subjected to the 

scrutiny of' the urgan1z.at1cn. (6) "Pleogere has no legal effect. (7) 

The preamble of the Charter declares the determination 11 to 

promote social progress ana better standards vf life in larger 

freedom•• ana to that end "to employ inter~1ational machinery for 

the promotion of the economic and social advancement or· all 

peovles". One ot" the most 1mport.ant vurposes of the Uniteo ~~ations 

under Article 1(3) is "to achieve international cooperation 1n 

solv1ag 1n.ternat.1onal :-~roblemG of an economic, social, cultural, 

or bumanitari~n character, and in promoting ana encou~ag.1ng 

respect. for buman rights and for human rlghtr. anti for fWldB.montal 

freedoms for all without distinction as to race, sex, language, 

1 • 1 II Gr re 1g on •••• L. M. Goodrich and Edvard Hambro also caution 

us that even if recommdndat1ons made under Article 56 and Article 56 

are binding, the ":-~ledge" does obligate t4embers to refrain from 

obstruct1on1~t acts ana to coo~ :·ate in good faith ln the 

achievement of the iJUrl)oses of A~ticle 55. 11 (8) 

( 6) Oni ted Nations Confer~nce on lnternat1oual vrganisat1on 
( !JNClt.;), vol. 61 Yli• ~~ and 130. Henceforth referred 
to as UNCllJ. 

(7) Leeland t4. Goodrich, The United Nations (New ~or~, N.:t. 
1959) 1 p. 263. See also Lueland M. Goodrich and Edvard 
Hambro1 Charter ot the United Nations (London, 1\:~49) 1 
pp. 322-24; Hans Kelsen, The L~i of the United Nations 
(London, 1951), p~. xvii, 27 ana 99-100; Leo Gross, 
"The United Nations and the Bole of Law" 1 in ~. J. 
Padelford and L.M. Ooodr1cb1 ea., The United Nations 1n 
Balqnce (New Yor~, N.Y., 1965), v• 173. 

(8) Goodrich and Hambro1 n. 7 1 v• 324. 
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The Cnarter reoogni~es that the specialized agencies · 

enjoy a large me"isure ot· autonomy with rega!'d to the promotion , 

or social velibeing of nnt1ons. Ihe. United Nations •• shall, 

where appro,>riate, initiate negotiations among the states con

cerned for the creation of any new speeiali~ed agencies re-

quired for the aeeom~lishment of the ~urposes set forth in 

Article 55. n (9) li'urthermore it is prov1oed that the various 

specialized agencies "established by intergovorrunental responsi.:. 

bilities, as defined in their basic instruments", shall be brought 

into relationship with the Jnited Nations (10) and the Organ1-

zat1cn "shAll make recommendations for the coordination or the 

policies and activities of Si-)ecial1z.ed agencies. {11) The 

General A5s~mbly and the Economic and Social Council are vested 

~ith the re.sponsibil1ty for the discharge of tbes~ functions. (12) 

The Economic and Social Council 1s authorized to set up commis

sicns 1n tbe economic and soci~ fields and for the promotion of 

human rights and such other commiss1cns as may ue required. (13) 

It may make arrangements for the represuntat1on of specialized 

agencies to ~articfpate in its deliberations, witb~ut vote, and 

fer its representatives to ~artie1pate in the deliberations of 

the specialized agencies. (14) 

(9) Article 59. 

(10) Article 51. 

(11) Article sa. 
(12) Article 60. 
{13) Article 6B. 

(14) Article 70. 
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It was alse agreed at the san lranc1sco Conference tha~ 

any organizeti~n, established 11 lJr1mar1ly" for the JUrl)<..se ot 

maintaining international peace and security must concern itself 

with the establishment of thos~ conditions ... economic, social and 

intellect~al • wbich are necessary to the existence of a viable 

pea.ce. The League system also recognlc.<!d this fact. (15) Article 

23 of the League Ccvanant, Part XIII of the Treaty of Versailles 

and tho Constitution of tbe International Labour vrgan1zat1on 

e~phasize the international ec~nomic ooo~eration. (16) lt is

obvious from the del1be,·at1ons of the Co:1ferenc1~ that the mernb.ers 

undertook "to coc~erate Jotntly and severally with the Organi~a-
(17) 

t1on for the achievement oi' these purp<..ses11 set forth 1n Article 55~ 

The reference in the Charter to the "negot1at1vns among the 

states concernod for the creation of any new s~ec1al1~ed agencies 

for the accomplishment of the· .,urposes set forth in Article 55" (18) 

clearly includes the C.rg:m1~'lt1on• s regional arrangements 1n the 

economic arenA. lnternat1enGl economic and social wellbeing indeed 

••was to be someth~ng more than a formality 1n the z10st-war worldn 

and "in dealing with questions in the area of economic ana social 

- -(15) 

(16) 

Goodrich and Hambro, n. 7, ~· 314. 

See League of Nations, Ten Y:t1ars oi' \>1orld Coo.Jerntion 
(Geneva,. 1930). 

(17) 

(18) 

;JNClv, S l.Wlllarx i.te r!ort of the lourteen th Meet in~ of 
Commi.ttee IIL3, 29 May 1:1451 Doc. 684, ll/3/38, f'• 4. 

Article 59. 
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cooperation ••• the As~embly co1ld most fittinglt perform the 

functions of a rttoh"n meeting vf the world." (19) 

Article 68 of the United i-.Jtttions Charter provides for 

tht· creation of the gconom1c Commis;·ion illl.Jcr the aegis of tbe 

Economic and f.:ocial Council. In a.ccora :lnce with this consti-

tutiooal ~rov1s1on, the United ~at1ons amoar~ed upon a pelicy of 

reg1onal1z.at1on in the economic S,ihere. Ey March 1948 the 

Economic Commls!::1on i.'or Buro~e (20), the Economic Commission f'or 

1\sia and the Far East (21) and the Economic Commission for Latin 

America (22) ware created by the Economic and ~ocial Council. 

The Economic Commission·for Africa was created by the Economic 

and social Counc 11 in .19bti. (23) 'fhese region~l Cernmissions are 
. i 

not regional replicas of the iJnited !~at1ons; they enjoy a con-

siderable amount of institutional 1nde:Jendence, represent relative 

environmental homogeneity and are limited 1n pur~ose. These 

Commissions h~ve :nore d1ncr.:t1on, ideology, distinctive style, and 

bave their own areas of emphasis and shifting role. The thinking 

of the headqLlarters does get reflected 1n the regional centres 

of the Commissions. Em~has1~ing this significant ~oint ?hil1ppe 

de. Seynes, Onder-Secretary for ~couomic !Uld Social Affairs, said, 

(19) Goodrich, n. 7, y. 268. 

(;dO) Econem1c ana social C<.-uncil aeso1ut1on 36 (!V), 28 March . 
1947. Henceforth referred to as ~cos~c. 

(21) ECUSuC Resolution 37 (1 V); 28 March 1947. 

(22) ECuSOC Resoluticn 10€ (VI), 25 February 194l::S. 

(23) ~c~~uc Hesolut1on 671 \ and B (XXI), 29 A~r1l 1958, 
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"So tar as the regional coau.nissio:1s are ccacernec, we wttre more 

or less dom1ngted, over a long ~eriod, by n hay of thinking which 

doubtless originated in a desire to simplify and clarify matters. 

According to that way of ~hinltlng, the regic.nal economic couun1-

ss1ous were organs which should devote themswlves to research and 

study, and· which sho:Jld be barred from what are ter:ned o;:>erational 

act-ivities. (24) This clearly speaks of the United tJations polic .v 
ot minimum involvement ln the regional economic sphere. L~her 

factors also have contributed to the importance of the regional 

commissions. The bipolarity in world tlul1t1cs which was renee ted 

in the United Nations early role hqs changed. 'Xhe tacit agreement 

among tbe su~er- .• owers to "enca~sulate" (~5) the more d~struc t.ive 

levels of the cold-war confllcts, the ·increase 1n the 1n~ependent 

~nd~rdeveloped countri~s, the birth o! a m~lt1-r~gienal system, 

and the em.:-~basis O!'l the economic tas.iis in the budget of the United 

~ations, are some of th~m. 

The Economic Comm1ss1c.n !or Asia ana J.l'ar r,ast was· created 

by the Economic end r:oc1~1 Co·mcil Wlder Ltesolution 37 (IV) of 

28 March 1947. The mis~ion ot this co~als~1~n was broadened from 

reconstruction to economic develc~ment of the area extending from 

-Mongolia to New Zeal11na. The geogra~hic disvers1<Jn, religious, 

-----
(24) UN Document !":/CN .12/5721 5 Maron 1961, t>•l• 

(25) Amita1 Etz.ionit nvn Self-Encat>SUlliting Conflicts", 
Journ~l of Conflict Resolution (University of Michigan, 
Ann Arbor), vol. ~. 1964, p~. 242-53. 
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cultural and linguistic diversity, political cleavages, .dis

yarity in the si~e of the units, functional dissitn1lar1ty1 ide"

lor ic~l varirat1ons, deep-seated sus pic ion of th0 leadership ot• 

Japan dating bac~ to the co-~ros~erity sphe~, the presence of 

southeast Asia Treaty vrg~1i~ation and ~eA1ng•s brooding presence 

are some of the obstacles that have stood on tbe way of the 

Commission. 

In the early y~ars, the Commission was vitiated by 
I 

the ~olitics ot the OC'n- 1\si:m states. It was onl; in the Lahore 

Agreement of 1951 that the non~4siqn states wer~ advised to re

frain .t'rom 11 using their vot<:s in opp0sition to the economic 

pro:-~osals" advanced bi the regional members or the Commission. 

The then Executive f~ecretary of the Commission t4r ?. s. Lokanathan 

sa1a, "t-iember governments feel, hvwever, that tbe time has co:ne 

when clearer recognition sh0uld be given to the _vrinoi~le that 

member countries belonging to the region should take their own 

decisions ln the Comm1sr.ion on their own economic Jroblems •••• 

In pursuanee of this !;rincii.Jle the member countr1t!s or the 

Commission not in the region wo~ld be willing, as a general rule, 

to retrain from using their votes in opposition to tbe economic 

proposals predominantly concerning tht;; region whlcb bad the 

s:.tp;>ort ot e .uajoritJ o;. .. the countries of the region. (26) 

Among the Commission's ~rojects of tbe regional and sub-

{26) Official Records of the ~conomic and ~iocial co~c11 
( .... CliSvC), Sessicn 13, s uyplement 7, par. 34, 1951. 
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region!!l import were the Mt21tong Rivtjr Project, the Asian High 

way, the ~s1P.n Institute for Economic Development and ?lann1ng, 

Intra-regional Trade ?.t·omotion tallts, the Conference c,f Asian 

?lanaers, the ~11nister1al ConterE::nce on As1a.a Economic Coo}era. 

tion and the Asian Development Bank. The Asian Develo_ ... ment Bantt 

is the result ot a new-dimensional diplomacy and its aim is to 

carve out a meaningtul position for tbe Asian countries in the 

Community of Nations. 



CHAPTER 111 

PvLITICS CF WCGNOMIC DBVELOPMSNT 



PCJLIT ICS CIJ! ECuNurUC DEVELCJPMENT 

·More rayid industri1l and agricultural development is the 

most important objective of the econom1c~lly unaordovelvped count. 

ries. The basic factors of a~velo~meut, i.e., agricultural trans.

formation, ~hysical infr~structure, social services and indus

trialization, require ca~ital. Capital is tbe key to growth and 

development. but the various ways ln which the underdeveloped . · 

countries can obtain capital, c:~.~eate a number of special problems. 

There are different methods o1' 4'1nancing ecoaomlc develo~ment. 

these are i.e., foreign aid - loans and gifts, fiscal ~ol1oy in 

altering tbe quantum ana distribution of dis~osable inco.me, dati

cit financing, manpower utiliza~ion, d~mestic savings and ~rice 

stability. While economic develo~ment de~ends priwar1ly upon 

domestic efforts and direct res~urces, external resources - both 

private and i'oreign - cnn ass1 st substantially 1n attaining that 

objective. 

One of the ~roblems created by tbe foreign ca~ital is the 

drain on for~1gn exchange reserves. Also, the proble~ or servic

ing the debt will te very acute because many investments 1'1nanced 

by the external ea~1tal will not yield immediate returns. The 

problem ot internal 1nd~btedness wcul<i only be solved if the 

investlllent enlarges tbe co;mt1'Y 1 s volume <.f exports or substitutes 

imports eq~al in amount to tbe service charges. ~ develo~ment 

agency might be immediately concerned witb o~ening a new field of 

exports in order to diversify 'i1 c<Jmtry• s pattern or exports. But 
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the agency could have little influence on the world marKet or 

on the level oi ~rices tor ~rimary ex~orts. Besides, the popu

lat1vn problem, (1) tne political climate and the attitude of the 

d~nor co-'ntry will have im,t)act on the pattern of assistance. 

Tbere is also tbe controversy whether economic assistance should 

be granted on a project basis or a programme basis. 

lt'tinancing economic development has of late become a 

:1at1oual necessity and ~n 1nt.ernat1vnal commitment, and an in

creasingly accevted t>Ol1cy. .Foreign assistance has taken different 

forms, e.g., loans from 1nternqt1onal agencies like the lnterna. 

tionn.l Monetary Funci 1 the International B~ntt for Reconl'lt.ruction 

and Develo~ment, the International t1n~nce Cor9orat1on, and the 

International Development Association; bilateral capital assist

ance by developed economies and private 1'oreign investment. 

hight up to the f-eaond \tiorld l~ar, as it 1s clear in re

trospect, the colonial ~owers and rich nations w~re sce~t1cal 

tow•1rds the c>Overty ot' the peo,e>le living 1n what were called 

"backward regions" nu'>~'t of them were then not independent. The 

apathy ·or the _.)ecple 1n these u reg1onsu was characteriz.eci as 

11 exprass1on of their wan·wlessness, very limited economic llori~on, 

survival-m1ndedness, self-sutf1aiency, carefree d1s~os1tion and 

preference for leisurely lit'e". (~) Tbe climate. 1n these countries 

(l) 

(2) 

R. Nur~se, Problems of ca~ital For~at1on iu Under9eveloped 
Countries (Condon, 1953), p. 32. 

· G un.'lar My rdaJ., The Challenge of \'Iorld .?ov~rtz (Lonoon, 
1971}, t>• ·22. 
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was blamea t·ol' crt:·~t.in~ t.tH.st .ills. lh13 ~o.a noti.&:t~t: but a 

l';,Cikl•l..n.l.eriol·it.' dootA·in~. 'Iht.: chw.ge 1n 1.his attitude: >$aS 

broUbht. i;;Oout bJ' t.ht· polit.1ca.i. uphc' 'vals in t.ht s•. rq,1ons. 

Poll tical ev· n t.s 11~· the rupicl .l1qu10.at:..on of colonial powr 

st.1·uctw·, , cz·aving fo:r d~ Vf lopmt.nt, tbe dc~nds for <.; b€. tter 

lih oi' th~ aJ.•t.icLOlatc tlit·, &rHi 1nt•:rnat~On;.t.-. tensions, esp

ec ia.lly cold war, madL ttH fat ... or tht! und~ rd.: v~ loped cc. untr1~s 
• 

a .nattl r of fOl't. ibn po.l.ic~ conc(;.rn in tb-= dtv.;;·loped cour.t.ries. 

Du.r1nt; the fii't1•: s external ass1stf4lc(. Lo tbE: dt.v<.lop

il•t. count.ries was ciesc.t·iu.~ dS d€:1't::nc .. support.. In th'" Ur.1t(..d 

~tt.tc.S of A:ncl·ica EJ.u in tbt Uni;.;r. ci" buVitt ;.,ociu.list nt.pilblic,s 

t.be d~~..c-:,de of 1'1ft.1t.~ was & p(:l'lOd ol' 1nten:;)t (."'nc~::r.~.tr~t :en on 

L&.sL-'Jt. st c.Jnt'l1ct w.d on tbt: id( olog1cJl c0.11pet11. ion. •·he maJor 

portion of the Un1tr;i StateD aid fLU1ds went i..O c·,untrlts on 

t.bt periphe .ry o! t.ht. .;..ino-Sovi· t t~loc: and \. spec1~ll.) to tt:ose 

witt. \llhict. it bau milit"r.Y alliances of' on€ k1r .. O. or anothe£·. 

Be tween 1945 &Ad lfJ;.)7 onl_y· 2~· 1lE:ll' c--~·t of hll Unitea Stat.:: s aid 

we::.-nt t.o La\.in bUJer1e&, and o! \.t.L; o. a-fourth was rnllita4·y 

e.ssistence. Be tweet• l94b and 190(; : ~gosL..via, for (.xamplc, 

re ce ivc.d more. t'und~ !rom the ~r.i teo 5tu ~e s {L<..n <11d ;.ll L~tin 

Am\:.o·~c&. cow•t~its <.::Oatbined. (3) ·.ihe ~'.>viet tJl()..•s \nt~·.) into 

t.l~fu b.id ma1·k~ t 1n i.h~ :nid-11fties wa.~ .. e~al'df.d as & co:np~t.itive 

(3) He nr.} ..:>iroor. ;.;loch, "ne,. ion~l Ot:v~.-lopmc_ nt 1' ir.an..: int,'' 
in nicha.d N. Gu.1·den~r ar.:-1 1-1a... l''• ; 1l~ikLn, ed., lh£ 
Global. j'a;t:tnt.l .. ;ahi.;~ Uh,w Yo&"~·, ( • • j.. t li1o81, P• lS8. 
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move in tht:. Unit-ed St~te a. Towards tu& o..~wn ol sixties wh"n 

. th~ vreoccupat.::.on wi't.L i &st-"•est conflicr.. sutisidt.d to sor ... ewhat 

sober level, the attil.ll\le of the i.mitbd St._,t~s tovtu·ds Latin 

A:ue.r1can count.L it. s cbet..gt_. lhis sbift sho~lrt, or courat;, not 

~e t.Aa&~:,€rat( d. 

lhE: hl!ropean aid prog.rumr.es, particu.L.a.rly thost: of 

l' ran~e &nd t~e Jn 1te,.. t:.inCidom und~rwent a d i.1'1't:rt-n t ty ;>t- of' c::benee:. 

'IhE"; ov€-rWhflm1~ bulk or thE: r.id oi' th\. k.uropt.an countries wi icb 

1ox·m~:1·~· bad colorJibl e::n~1~s lu;ld c:,ct.(: to t.h(:ir fo.mt..r colonit·s. (4) 

'lh~v 1'eel1u~:. ot· 1't.Sponsib1l..i..t.Y o.s w ... l &s of poli'-~cal interfst 

1n tha former colonies p.rompt.t:d t.t..£ 1-rench, Drit.isb, £h l;i;~n and 

Dutch gov£ 1'D,11t r. t.s to dole out aid to th~ i.r colonies. liarir.g six

ties, the aid from tht. Scandinavian co;mt1·1cs and AUSi.1'1a, in 

soJle cases increasE.d 11 which sug""E.'SLS that thtr~.. \<las an important 

sbift· from narJ.·owly natior.el to 5'-•meWhL:..t :>lOr ... 1ntt..rnat~ one.l moti• 

vatlon in ~ uroiJebl! aid progr~7..::.:Jes. Of cours\ t poUt ic&l itJ tor:... sts 

guidt:C th( i r aid ~rOgl'a.trril~ S. .t.t VC::l'tht.le;; S tbe ~t.tantwn Of aid W8S 

not co;n·nensu.ra\.l. blitb tht.. avowol ot inter~. st. While the ,_ross 

na\.ion&l p.1·oauct ot' the :i.ia~or dt.Vt..L·.{.Ied cow~t.r1•:s rostbriskl:-

throug,. tne l9tiv' s, t.beir of;:ic1o.L. cor,tz·ibutions !iglll' .... s as a per

centage or gross ri&tlona.i. p .. ·od1.1ct ft-llin thl past. few ;,'ears. (b) 

(4) Go~~ OhlinL.l"otl.t,J\ Aig ?oJ:ichs n<.cor~1dt:r~ (t1e.r1s, 
1961.>), PP• ·81-83. 

( 5) Ol.·Lru· i4e.t 1on for l:.cono:n1c ..;ooptt ra ~..1on ar.a lJev\.: lopment. 
(Oi..LDJ t Jet! t~w ~f .t ineL.<.: ,\s:J. •• t:sourc~s to j,.L sa-;Dcyelgped 
gouqt&6e __ l _ __:_:-i_~ ( Pa•·is, 1964), p. 18; William L. 
'ihorp, D§vt:J.opli16.nt )\ssist.ror.c"- J.i'.tqr;.§ arui _ _?r.l1~.1;eiis of 
tt~ f!sYl.lQ~rRW t A§:.is!:.§nc£ Comm,ittee 1 l9Gu tuwirw. (Paris, 
lfluo1, Pv. l~.-ti3. 
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B'-cause of su.bst.arJ.t1al ~nsui'1'1cic nqy or th' gove.rn

mentdl Slid 1ntergovu:nmente.l l't sources, thert: hns bee:n, ·and 

_will doubt..less continue to be, de=nands fOl' pr lva.t~ L"Xterne.l 

ass1sttlf1C<;. Px·ivate assistance t1E.S been ac.oor~a grudging 

recognit.ion. 1 t has be~n. associated w ltb economic· dE:V' lopment 
. . 

or less diVt .J.ope<i countrie.s t.o be su1·", but it wc..s widE' ly- ba-

lieV~!..i that sucb d .. vt l:>pment had be~.n subord1natev to its desire 

for b1gb p.t·iva~~ ear1:1int s 1'o1· the purpose of repatr ~"t1o1Ll and 

distribUtion a~ d:vidtnds t.o tbose aJ.read~ well orr. lhis 
•}-_ 

akept.ism on th~ part of oapital•impol'ting count1'i~s was !natchcd . 

by tht. conc~::m ol oalJit.al-expot:tin€ countrit: s as spokes~n ror . 

theil' busin~ssm•n. uAnd it·dom1nat.t:d the·terms of what becr.19le 

an 1dcolog!.cal international discou.rs£ concerning privai.t: rorei&n 
' . (~· 

1nves~1Dt.nt during th~ l94b-l~I.Xl pe•·iod": this f~ar was txpresseci 
' 

in tb~ ~Calvo Doct.~.int" of l.87v' s. 'lbe Gene:va and Havar.a Con

ferenct:s on thL CbartE:r !oJ: an Intt:m~t..lonal :rade O.rgani~ation 

in l947-1948, the N1ntb lnternal.ional cont~rt~nce of American 

~tatt S e.t .do~ote .in 1943, tte G~neral Assemt>l,>' debates i'l,Otll 1951 

spo'l·aaically Wltil l96ti, the Ol"ganization for J:.eonomie (;o·:>perf?.-

·~ ion and DGvt:lopment met tin~s tt·om 1958 till 196'G and t.b.e Buenos 

Air~::s b.conomic ConJ.'el'€ncl- o1' the Organi~~t.-on of american St&t.s. 

( OASJ in l9t,7, taV£ w1tne ssed co::.trovcraia.l. O.cbatt s over this 

. issue. The d .... v~lope.l countr1Ers have alsa.:;s deman<H,d •· .tust" and 

( 6) . ' Star,lt,1 ii. Mt:t~gtr, npl·i.vate b.:r\ ign lnVtSt:n• nt and 
lnt<...rn~d .. ~onal Or~"'Lizut:..ons'~, 1u .nic ha .. d N~ Gardner 
and Max ~: • L1.l..likwJ , ed., '.f.bt · {j lqtual teA: l.nE. t,sl~ 
(NEW ~0!':<, I~ ..... , l~ti8;, P• 289. 

DISS 
332.153095 

P1922 Re 

111/1/lllll/l/111//ll/ 
G9057 
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n full'' compensation in rcs~ct of pro~J£Jrt1· s of tb( busir.e ss

rnEin of 1.he d~vc- l.opee: •:ow1t1 .. 16 s in tbe c.evt lopillG countril s 

taken OVlr by capit~,l-imyort.ir..g co.nt.ries. ll·.e: dev•.l.oping 

. . co~trie s hav L al',.~ a:· s ob~. o teci to these .limitat-ions tageed on 

with tbe loau s. 

The United ~ations WElS St 1Z€tQ of th(. problem or privatf• 

f'o.r.:, itn 1nve stmen\. as ea1·1.~ as lt~4'7 wbt. r! the k co~oc adopt<-.d a 

resolution. ( 7 j ln 19t~~ ar.d :9b4 tht l:.~o.;o~ acioptui mo1·e reso

l11t1ona wbicn r-1ot Ot~l} .L'ecoe;niztd th' useful 1"le oi.' such in

vestment but al~o t::tnfJh::.s1ZQ.ld the 1: lght oi' thf; peopl!:' of the 

Cleve loping countrit; s to t&kb their own decision~. ThG rt solution 

ot' the G~neral t\SStmb~ 1n 1962 was a sigr:..ificant one:. The 

und(lordev'-loped colilltries SllCce,.d~d in water.int down the tl .. adi· 

tional formulation or "ttu.st'' ol: "full11 coopt-r.s,;:.tion to "appro

pr1ate11 compensations, (8) '•he united .Statts m~.de statlments ro~ 

. the .t·t:co.~.d t.hat 11 approp. iatr'' compensation meant th<.' same 

thing as '' .Pro·.npt., ad(~quu\.t ru.d t1ff'ec ::.ive co=npensation" • During 

1900's the attitudt of the p\ople oi' J.'ich count1·1' s, parti

cularly t.he Ur.itt.d ~tates, WllS very much ag~.1nat a1d-g1vlng t.o 

the un~< rdevt: loped. countl"i~s. The am~ndmC:~nt~ 1.0 t.ht: for(; i,~n aid 

legislation in 19& 11 1963 and l~df> calling fo1· tbt suspension 

O! '•mEH'iCt:U! assist.ance to &Uj !OI't:: ~gr. 60Vern.ntr4t Which after 

l Januar.Y 1962 nationalized hi.:ler1can-o\omed pl"o;>erty, or repudJa

ttd ot· null11'1ed & contt .. act toJ ith an Amt:.L·ic ~m, or im :osa_d disvimi-

(7) u. b. Document. t/25~, b .lt'ebruar.v 1947, PP• 12-13. 

( 8) Gt:r.eral Asse::nb)JI (u.A.; "esolution 18v3 (;Will), 
14 Dec~mber 19~. 
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nator,y t.ax~s or "n. strict 1V£, .JJBiutenan·. e 01 opere.tional pl'O .. 

visions'' or t.ook o '-h<: r &ct.:ons hoving "thE. (; fl\.-c tn of ca.t'ional1-
. 

zation, werf: aoo?t'-a 1.r. thf!: f&ce or the strongtst advice 

aguinst 1t b.)' tbe Aaminist.ration. (9) AmLassador w. Av•.rell 

riat·r1:n~~-. was so e1rou.stci b) t.he step t.i.lbt he exp~~SoHtd timSt-;lf 

in ve1·J ~Jlu.nt langubE,t: ".YO\.l can't dict.c.te to t>eople. If the 

Un1t«.:d States thr,.a\.o::--r.s to t-..ke awt~~ aio ur.r.dt-r thc~c condi-. 

t1on& ~tu~Itt: is not t& col.dlt.ry :~ the wo~·.ld that. would not tell 

us t.o ~o to i11~ll.': ( lO) 

FoJ.'t~ign pr~va1..e .Lnve~tmE:nts iu Asia :.ave beco:c.e rts• 

t~·1ctPc to d1r~c t. inVEl.:.t.m(;!nts, Sine~ l9Gus, the privete investors 

ha.vt. been rt:l.Ut;tant l.o .lend znonu.)' on a long-term basis cv(n to 

gove.rnrubnts, eDO this trend 11GB bEt;n pe.rt.iCI.llaJ.'l.1 evident in 

tne A~i~~ eountri"'b• lbc 'U1.ited Stal. .... s ~s th·- dom-n&t.ng c.red-

.. itor nat.. ion r.as cont. ir.ueu to concEntra\.c- it& private investmtnt.s 

in COWltriet; 0Ut6iat. wOUtb ~s1u, ln 1~7 t.h~ OUtflow Of priVate 

Oni tt--<1 St~&t\. s l.;;ne•t.Cl.r:n cap! t.al to '' al.L ot.r.er•~ low income co';lnt

l'ies C-tXCE:pt t.bosc.. in Lutin Jt.,;er1c~ WfiS onl;y ii200 millim, or less 

t.-h$ll B per cent oi· thL tot&l outilow of this so~o·t o1· capital. ( ll) 

lhe samL t1·end 1s E-v1d<::nt 1n tht oase c-1 o1. •• e.r cre41tor na1.ions 

{9) unit.t::. bt&tt·s ..,ta.tut<.s at. L1:1rgt, vol. ?u (87t.t: 
Congr~s~, 2nd ses~ion, 1962), Wastlinc;ton, 1963, 
pp. 26(.1-oJ. 

(lO) 

lll) 

H~U'iilsl l£ibuni (l~ew ~ork), 7 J nt•uat•y l9~, p. lo. 

iJn1t.eo 1q;.t.1or.s 1 'l' be lt. tc.rttf.\t.:loQel z low Qt P.r1Vat9. 
Cap~tal;• 19§0·1~it8. 0~£w !o.l·k, M.Y • t 1959), P• 20. 
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too. Ir1 l9b7, the totc..l net t:~"ivate J.onr;-t(:.rm investment 1b t 

the l.ow-1n~ome ·countries 1n Asia {i.e:. • , Bu.·ma, Ct-y lori~ India, 
' . . 

lndohes1&, Iraq, ~akistan,.Phi.lippines, la1wan, lba1land.at<i · 

~outb V 1etnam1 was ~ 3timated at lt. ss than ~lOv million; wher!!as · 

that in Lat1r. Amt.l·1ea W<JS ~150\.J million. {12) An expert group 
,,. 

wo.rk·irig fQf the General Agrf:tment on '.i.'ar1ff and 'irbde suggestui 

... that .. India seems to· have ceasE-c stt.raotlng long-ierm p,rivate , 

funds on balbllce." (13) · 'J.he Pb1l1ppines, halaya, 'lba1laad., atld 
. .,. ~-

1h rC:Jc(lnt years Pak ... stan; bav .. at tl"aoteu some private 1nvestm~nt .( 14) 

With so littl~ p~1vatt capital forthoom1ng, tbe main 

burden or· financing tht:. unde~:devf;lopel.l countr1E:s of the Asian 

reg1cn bas t'allen on fore i~n ·bovc ... :nmt:t:t.s. io a small but increas• 

1ng eX;tent the public cap1 tal f.!Ss1stn nee h&.s been handt:<d multi

lattiil'aJ.ly t.nro~b int.er&overnmlntal oi·gan1zat1ons, part.ic\llar~ . 

the ~t/orld Hank ahd its affiliates, but for the. most part it has 

taken tbe form .~t bilateral grants and lqans. 

tt.e post-war p(.riod may be ~roadl.i d1vidE::d 1rito tbz·ea 

main periods as fa,· as dirt~ ct. ... ou, sou.rct..,. q..tantity, and type 

of capital movements act co&sC€ med. l'he wi tndrawal of thf: :4Jap_an,~s~: 

from Sout.beas\. Asiu, t.be b"r<."'tlcr. asst.;rt1on of tbE 1r autbot·1ty, the 

{12) 

.( 13). 

{14; 

Ibid. 

C.AiT, 'l;end§ i;, lrtt&"'Rfitc1or.&l Tmd~. (Gensva, 1958), 
p. 32. 

u .t~.' l:.CO,QQ£ll1S. ci,ij[JC::ii 01 t .. s.1a and, .,lQt: ~·ar l aot ( Geneval . 
1959) , p. 86. 



Duteh pol1t.ios, ~d tht: 1ntt:rna.t. rtbell1ons st.r1v~ng for poli

t~cal. SU.pl\.:mac,y Wl..'l·t as.oci,.'-ed w-ith economic collr:r.pse lli the 

~.eg1bn. The economic p.'OI.JlemL of' tht coloni~:.l powers at horn€: 

fo.llq'1!Sl.ig the Second World war and the United State:·s p_:reoceupa

"ton W'i tt. tht LUl'opeen rec ov· .. ry prot rem~t.: de creased. ·the ~aid to· 

a gree.t ~.x.tent encl. w~att vsr -litt..l.~.: capitB.l :lOVE.·d .tntc Asia was 

e itber of m1litaly t.e&tu.t·e 01· was dirE:·c t.e~ towax·ds 1mme<Hate con

s ..:.mp t 1ott n ee<la • . . . 

Dur1ng th~ second phaf,t, fC>Ui,hly ~ttond1ng from l9SO 

to 1956, tbt United St;.:.tes 1ncreas<:d itb grants &nd loans to 

this region. 

Unitaci States intel~e st bu.t als:> the prtStH~ct. of the Communist 

countries. In 196Us ~outh Asia rec~1vfd a capital f!ow on a 

·scale never be for~ achieved. (1") au~ tbt- aid programrr.es ot• the 

tlnittd ::itat'=-S reflect "8ti•atf~t.:1c an~lpol1~1.ca.L c~ns1derat10ns · 

ratner tt,un econow1c cons1derat.1ons", { 16J Mu.cb of this economic 

&Ssist~ee has strings att~ehtd. Tn~sb loans ar~ no~ only tingod 

w1t.b political overtones buL an: meant fo!.· speci1'1ed pUl'pOSt>S, 

unctH taint)' and subJect to un1late ral increase or decrease on 

shor\ notices. Aid <Uctat.ed by t.ht:. 1nter.ests of tbe participants 

{15) . U.N., SJ.&\istical ~~ar 92.91 (Geneva, 1959), pp.42l-26 •. 
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in the colO war oi'ten does not s1gn1f1cantl1 contribut<: to 

ar.~ accelerated rau of eco:..o:nic: ~rowtb. Luf:ent" Blacl<, fol'mer 

Prf:sidt:nt. ol tb<:: wo.\'ld Br.:an •.. , who playec ~ s1gn1.f1cen\. role 1n 

the ct•t.ation or the dE>Vtt- iopm( nt banks, particularlY Asian 

Development Bank, tolcl in wa~L.1t.~gton 1n 1962 that ., l do bt•l1eve 

t.uat thf.l empbas1a st.ould and c bO bt· changed, a\ltay from bilateral 

and towards mult1late:ral aid." (17) 

l'he Interr.i,:)tior.ul l-:or.6t.t.r.)' ln3t1t.utions which provide 

\,;xtt:.rnal capital on a &loL.al casis t.o help thL dt' v( lo)mtr.t of 

tt:c ur...derd~velopeu cc.unt.I·i.s a.t the= lnt~.rn~.:.~t1onal • .'tmk for fif.:

const-·uction ana Dt:Vt.lopm.nt, th· lnte.rnatlon~l :<touttr.ry fund, 

the lnt~ rnt-: tional t in.:..ncia.l. Co.r;>ora L.1on e.nd t:.~ Int{ 1·nat.ional 

1J~Vt.l.op:nt~nt .;i.Ssocie:.ttiOl!. 

~ r!~ Wo£1C. dankfl.l>J..i.J), toe:e ther wi t.h the c losel) rt; le.t• d 

lnterna ... ion~l !-~om. t&1'Y l'und (lMf) was pl.e.nuE:d Elt th<- br<:tt.on . j 
Woods t,.;onferenc,. of 1944 ana opened ror L ..1s!nt ss on 2{) t~ tml-' 1946. 

'Ih~ ;ua1n obtJt.Ct1vt:- ot ttlt.. ;~orla ve.nk. 16 tht "reste.rat1on or 

~conom.ies de stro.:tt.d b.Y th, dar' ru.d n to ;>ro~o t.t px·tvate foreign 

invest.mt-nt b;- mE:'&nS oi' c.uarar~t6ts or :,larticipation" and t.o "s:lp;>l~

ment p.rjvat·· 1nv~~tmt·nt.. o: p:&.ov1d1~ ••• l1n .. r.ct ••• out of its 

own c~pit~l, funds r~1s(:d b;t it an<. iLs ot.h(;.r ·rf)sour<h s". ( 1q; Tht· 

-------
(17) 

( lt-3) 

llil\iJt i~r:s of E.~~v·e. ">* 1.1Jf~k. f!:e~l<!~t. _to tbt . 
ijgarg q___~_:t. :·AOti __ L :t.r:~ ~o_ji .qants. t.t.~ Internal: !! i.nAAC.£. · 
~1:ugr/:!}ciQn R.DLt~J.!\teml5h1...<mfal~i Ag~oc,:.~tJ,oJ!l 
(\~ash1ngton, ~.~., 1962), P• a. 
b.rticlt: I Of J·.rt.icltiS o1 Agre~mer~t • 
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Bank'~ nbar<ln loans lti't unt'illcd ~ cor.s1d~:racl~ nGed in count-.· 

r1-es pl'escnt1n~ t.OC?d cl~vt:·lopm··nt p.~.·oject.s but not ~aving S\ltfi• 

cier.t j>'l·os,p~ctiVE fin&nciul ab1l1 t, to se:cv1ce loans orr~ red on 

convtn.1.1onal t~l'iDs. 'rtis need co.:..l.d onl,.y be met. throagb t:.rants

or ''soft!' loan$, tb~t is 1-.. ar.~ for lon6 terms at low ratts of· 

1nt~ .r( st~. It was believed undas1rable to invclvt: tbe b:.1nk ,itSt 11 . 

. in maldnt bot.h hard enJ soi't ~oans. 1 his 1nst1tution£ll gap ·~~· . 

filled by th~: creatior~ o1 the Interr at1onal JJevt lopm~nt. Associa- . 

't ion in l9ov to provide •• dt- ve: lo!Jment cred1 ts" • For operational · 

put•ppses tbE~st- two Olgahi~at.tor,e, t.b~ <;CI.Ok and th~ IDA, are .one 

o.rgen1za\.ion L aving the;· sL~rne · t-xecut.1V6 41rt c tors, o!f1C'-1' s and : 

sta.tr. The tank (AlSO lac~d flex1t.J1l1ty to t;1ve sp~c1f1c pl'Omo-

t ion t·J p1·1vatt: tntrc,pr! neursh1p _ n the economic dev( l.o,pment. 'io 

fill t;.1s gap, t.be ,lnterne.t .. ono.l .1- lnanct:. Corporatior1 wus crc:at~d. 

1 h~ main pul·pc·se .-;f th~ lntt:.l'nat 1onal Ho11e tal') Fund is "to 

giv( conf1d~Vnct to me-:nbers by mi!Ji:ing the l'und•s rttsou.:·c~s avnil

·able to th~m. unct-r adequate s~f't-t ut1rds, thus p. ovid ing them W'i tb 

oppOl't.unity to corl·~ct.. ma..t.ad~i..lstmt.nts 1n thG.1.r bal~m<.:e of p~mr-.r.ts 

Without resol'ting to oeasut·'- s destructive of r.atiot1al or 1nt• r

nat1onal p .. ·osperity''. !his means that membElrs &l .. ~ to keep th~1£ 

·;:payments in baltmcti. 'l:he less dev ... lOj)t:d countries, w.ith few 

excep~i".Qns, have a lar great.er de.1'1c ic.ncy of rt se Nii s than the . .. .. .. 

developed countr1t.s. ~tserves l'eprest!t~t. real resources and .the 

~&ss d~Vt; loptd eountri( s a.rt; ~.mder constant pr~ ssu1e to use all 

ava1lsble resources to f1nru.c~ the i.r dev~lopmt·nt. 'Ih~ plan i'or · 
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G WT o. 

During 19 Os nd arlr sixties, the cold ar atmos her 

av rl e to unfriendly at tit e an<1 sus 1c1on towards tbe 

tore1 n ca it 1 1n 8 :n underdev lop countr1 s. he 1d-

1v1 co tr1 a, on th other b I er 

poll 1c 1 inst b111.ty 1 t se <: tmtr1 • G 

and rising out 

of xch ge strictions, t e tmderd v lop eo tr1 s ad 

during t 

ol1~1 s ot the v lo» co trl s ore d1ff1c lt. Also, 

r1 d l 50 to 19 ~, tbe · · u l ym nts of interest 

d mortiz tion lnereas d rom ;10.80 billion to b ut ~3.6 
' b1111on. h ul t1o o debts o tb undurdeveloped count-

ri n over inc sed fro ptO billion t ~40 b11-

lion. t the 1ted tions C nt renee on Tr' de an() Developm nt 

( CTAD) s so1on in ew D lh1 in 1 68 it oint d out tba~ 

"the dev lopJil(!nt 01 tr d d c 1 t 1 · ov m n t h s r ul ted . 
in the prqble 8 or th rlsi g a bt burden of underjev loped 

countri s.•• (l) 

be int rn tion tin c1 l t1 1 lit le to 

ch nge th bove ,,ictur • (2) Tb bsence o the US tbe 

~emb rs p of th Intern tlon 1 onct ry the 
. 

made matt rs orae. be v loping ocuntr1 s b gan nursing he 

(1) 

(2) See T ble I, p. 33. 

-
I 



.. 

Totalt · 
all count
ries 

Dev loped 
countries 

Less de
vel ped 
ccuntr1es 

, 33 

TABL I 

ings on the Int ma.tional onetary 
und, 1947-1967 

(m1111 n dollars; to JUly 31, 1967) 

' 
1941-48 194 -55 1956-60 1961-63 1964-67 

015.7 540.7 2,467.2 3,3~ .5 6,.310.2 

574.1 222.5 , 1,39 .9 2,157.5 4, 21.3 

100.6 31 .2 

Total 

13, .3 

,275.3 

_4,ll4.0 

---~-~----~----~--~~--~--------~----~-----~--- ··-~-~~---~----~-------~-----~------

Source& l , ual Be ort ot the xecutive Directory 
for the iscal Ye r ndea pr11 30, 196 · 
( hin&ton) 1967 • 
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understand le st.Wp1c1 n tb t th s fin ci 1 institutions 

-were be1n u ~ to pro ot th pCJl1t1c 1 tnter sts or tb a .' 

velop d nations. h 

pe con ic Coo 

e~ nt ot tho Lrgan1~ t1o for ro

{ EEC) by tb Org 1 t1on tor o .. 

no 1c Coop r t1on d Dev lop nt 1n 1961, th creation or tbe 

Dev 1 ent Ass1stanpe ·c 1ttee, tbe United ations c n renee 

n Trade and Develo nt, th United r t1 ns Industr1 1 Develot'-

nt rgani 

T.rade ·(G . T ) , 

( ~ the 

the General gre m nt on ar1!! ana 
Pro ra e o 1 ch 1c 1 Assistance 

s ec1 1 · Wla d1 not 1 er the tl1c ur racJt. 

cally. Ihe ch ges an 1nnovat1 ns in intern t1on 1 ·d v lopment . 
ss1stance ug ent1ng assistance to the und evolvped 

countr1oa. h 1r role in th diff r nt proj eta n pro rammes 

in d v lop1n count 1e h (3) 

I ord r to sol v · th . i'inanc 1 l roblems C1 ch eli;; 

lllult1later 

o untr1 s d 

1d through neutr 1 chin rl ~• th dev loping 

to h v region 1 d velopm n b . s. h se 

b s 1tn th ir v ry rox ity to the 

in n aav po it on to ·_ow I'e 11st1cally tbe r t1on le 

beh1 d co o 1o cholc 

h c Uld n t caly 1 . but l 

r1es 1n thi r g • 

(3) e in 1 H. 

. 
' 

In th t"1 ld 

~rior1t1 · 1 borrowers. 

v1 e the d v lop1n count .. 

re ion l an a ubre 1onal 

-
I 
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oGOpentton, the reglonal developaent banks coUld ~1•1 u . 
' 

lilport · t role. Tbe7 can ~ao belp ill \be 1reo,1on ot pro;. 

•tine eoonoral.c tntearat1on. 

Tbe nc1onal developaent ban.ta c81118 t.o be aaaoctated 

w1tb t.be tolle_ 1n& obj&Q~lves'. The n glonal ~evalePMJlt._ banlla 

coUld ••slat 1n the inancl 1 ct Nlional proJecta, vb1ch ~ 

nat1o;al develepaent ban&$ o~ot do eo. Tbe lBRD baa de-

~ -.eted onlJ, 11111ted reaot&rees t.o ll1Ch projects vltb the •••P
tlou ·ot the lndu1 V llei P.rojeot.. Sirice aost ot ttw ••11. 
oounu1•• or Asia, Latin Alleric ane Atrlca are eo small t.bat 

. . 
tbeJ oannet constitute aa viable econoaio unit tor clewelop. 

aent purp see, aD4 since •&n~ nationtl. berd'ers we~ cletena1tle4 

bJ a4a1n1atratlve reaaona . tban bJ econa.ic conslderatlooa, 

pl&D.Q~ and developaent of t~ae Aa1an, Alrlcan 'and Latia 

~~loan r.c1ooa requires ~aa1nat1on. 

the regional baoka, tbe~ ore, are atri.)C"uN<S tor 

thrM t7pea or ti.nana1al re110urc a *Ad oater \o • varlet)' et 

needs o the countries or the region. tbelr resources 1aclude 

pa1d ... 1D captt 1 1 tunds raise4 1n tbe oa . .,ltal aarketa bJ 

ber.-ow1nc on tbe secu1ty reaen•s aD4 callable oapltal., &lad 

special tunds. Tbe ·last two tJpea ot .reao1.1l'cea "-• collected 

b7 tlMI barik frasa o&a1fa1ae countries. ..Tne Bank • • sllCceaa 1D 

IOC}t11r1n& a\lab resources retlect.s its ab111tJ to prov1cie addi

tion 1 c pltal to t.be "a1ou .OCS a•tel'll1nin8 tbe extent to 

vb1cb lt can JS..ld pol1"t1co-econo:~1c leverac• 1A proaotiA& 

~. 

.. 

-
. ' I 
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econo.ic ~t,cratlan." (4) Dearth t .atronc natiOnal 1nst1. 

tutloaa raalr.es the re&ional 4•Y,elo_paeat banks aoN Japortaa~ 
. . 

Tbeae banks prov14e al.ao <1441 1onal i"1nanc1 l 1nt•l"'led1ar1ea. 

!be deYelop ng coun\r1ea alao van' per capita 11iCGM to be 

J.Dcreaaed. Their deld. re ter 1ncluatr1a];i&at1on .a t1AIDC1n& 

econelilc i:Atecratlon are to be tult1Ued bJ \be regional de

vele~t banks. ~be World Bank's aec1•1oo-a tnc atruct~ . . . 
la not. 4ea1cned tor decentrt3.1&at1on • .(6) The deyelopin& . . 

ao&mtr1ea have a creat r yo1oe 1D t.he rea1onal d ••1•.- ' 
b Ilk lAd the yo\1ng is ·we·1cha more 1n .tavollr o the a>oor croc.m~. 

r1••• ·. 
' ' . 

and the r.e&lonal deY•lopaent baaks. Tbese re&ional develop. 
' 

aat . laabki, baYe adopted \be • procedure' a6d 1 teraa ot tbe 

leadiQ&' ot the erld BaM. ~etb ot tbe toll w •tr1ctl1 \be 

pr1Do1ple or aepar t1on ot baDitable t .roa. non-'bllak&ble 10.\1.-
.. 

yU~1••· Tbere is a difterence between tbe orld B 

.nc'ional ban&a v1tb regatcJ to 11Mll l)Ol1c1es•. -
'the .Atri.Can Deyelopaent Bank support pl.\bllcl7 .ovn.a Dev•loP~tea.t 

B&l;aks. Tbe pol1cJ or the AQB is not ret ade. the prac\1ce 

ot :t'be orld :Sank and or the ·11e 1e to fl.Danoe . onl7 pr1nte . 

develo~ot ean&s. IDB doea not tns1at oa atr1ct prot1t 

(4) ON Deeument f0~/AC.41Jl.3. 

(IS) s .. tablel.p. aa.s7. 

-
I 
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!ABIB 2 

Meabers and Quotas or ~be lnternat1o al Monetary 
l'und 

.· £nd or 1947 
Meabers!Qaota• 

End ot 1967 
Meabers/Qt10\a 

Deyeleped couotrlea 18 . 22 6,926 

Leas DeY~loped · 
countrlea 1,545 

J W.y 31, 1967 
Meabera/Quo a 

25 16,306 

5,016 

· • Quotaa as allotted 1D •lllioti dollare. Pa,.a~t 
bas not yet been tW:ly made on aoae quotas includinl 
tbe ileputil1c ot Cb1na vitb a q'-lOta or ,550 a1ll~on. 

So&U"Ce, Coa_pilea trom tbe 00" Aanual Report 
tor th• )'ea.n 1.948 '111 1.968. 

.. 
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•'andatda 1D ita electr1c1ty leans aa do 1 'b• World Barak. 

ihe Cb&rM rs or \be recional banks alloW 41rec t lend ln& t• 
. . 

private enterpri••• lnd a11bordlnate covel'Slfint unite w1tbout 

nqu1r1ng goveJ'Illlent gu raaiteea, N 1e tbe oaae vl\b, tbe World 

Bank. 

1be deQ1s1on-saak1ilg atrticture ot the world B 

sut~1o1ently decen r li:zacS. It baa DG experienced wll-ea\ab.:.i 

llaled 1 po ertul rti1onal field otf1c•ra. It has not ae\ u, 

U1 deoentral~z~ regional itla'1\ut1 ns. Tbese ca.ps .t~aye been 

tUlK b7 tbe NJ1on l cSevel 'raent 't-anka. The •otl.ng ~atte.ra ot 

tbe IBBD doea not give aucb ••1cht to tbe develop1na natlona. (6) 

But tbe develeplng ooqntries b~ve a relat1vel7 ireater ~o1ce ~ 

tbe regional deyelo~ent banka. (7) 

bare are tour maJor re11onal devele Th••• 
area tbe Euro~an l.Qyeataeot Bank, tbe lnter-Aaatric&G Deyel•~' _... 

B~, tbe Atr1c n deve~opaent Bank 8Dd tbe Aaian Dev lepaen\ 

;;:au. (8) 

The European Invostunt .Bank. vas oreated bJ the six 

aembers ot the E"W'Cpean. Econoal1c co-un ty. This rioat..-Marebal.l 

plan 1na\1tution w s me~t to r 'Viae 't1nanc1~l aaalattile to 

(6) 

(7) 

(8) 

Article V1 ~ . ect1an 3 1 .A~t1cle or A&reeun\ or IBRD. 

See T•ble 3, · ~· 3~. 
It . 

ee !able &, p. 39. 'to . 

' 
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liABLE 3 

Po,.er 

· {,.. igures repr s nt ~'llr ·cent or otu vo·ting i>OW r) 
-

--~-·-~~----~--~--~-~--~~--~----~---~-~--~~~--~--~--~~-----~~~~~-~.~~-~---------~--~~-~ 
neve loped 
members 

L ss De
Vi.!loped 

·· Mamb-ers 

. . . 

on-re
gional 
Members 

liegion.al 
Mom ers 

. 
Voting power 
ot :Regicnal 
Members 1n 
tb.e World 

--~~~~--~-~----------~--~--·-------~---~-~-~--------~~~--~~----~~~---~-~---~~--- --~~~~ ' 

uropean In- · 
ves·tment Bank . 

Inter- · eriean : 
Development Btlflk 

' 
fr1<'an Develop-

ment Sank 

Astan Devel pment 
Bnk 

lOO 0 

42.5 57.5 

0 100 

65.3 . 34.7 .. 

. ' 

0 0 16.7 

42.5 "57.5 7.8 

0 100 6.S .. 

37.3 62..7 17.6 

--------......... - ......... ~·--------............... _ ...... ·-4' .... --...... ._ ....... ~ .................. ~------------------------- .. -- ..... - ... ... C. .I 1' I • 

Source: · B sed l.lpcn av .11able data as o 3une 30, 1967 .. . , 
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,.-.-............ ~..,--- -~------.- .. -------·-----...---,_~ .... -... -' ... ---.-.-----~_. ................... --~ ........ -~~ .... --.. -~ .. -----~--~~ 
0 rg.xt1zed Au~bo.r1zed 
(vben bank capi\al (in 
at~ op. a1ll1cna ot 
erat1ng) · US dollars 

equ1walent.s) 

Total lleabenb1p 
DeYeloped Leas De- RegJ.ODal 
aountries yeloped Countr-

cow:at- 1ea 
r1ea 

on..·
&1onal 
couatriea · 

·---------~----~~----~-·-~----------~----~ .. ~~-~~--~~----~-----~-~-~------~---~~---~---~~------~-
:urej)ean lnveataent 
~aak 

· t.e,r.Aaer1cen De
,.l.,..nt Bank 

.. 

'-ian Deweloraent 
laak 

.. 

Luxemberc ' 

wuhlncton 

Manila· 

1958 : 1,000 

1950 3,1GO 

210 

1967 1,100 

6 6 0 

1 .20 20 1 

0 29 0 . 

16 16 . 18 13 

. . 
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' the underdev loped countries of th Si and to K ep tbe account 

of the Eu~pean D v lop et~t •.una. Th1 · una was aimed t 

chan.i'}el1 lng the coaunon Mane. t aid to 1 ts ssoci t d moabers 

in !ric and ther territories overseas. The vank aloo·. ro

vides ~siatance to thes · territories. It has clos ·workina 

relationship with tb fr1c Developm nt Bank..- Bow~ver, 
' 

being p,r1aiar11J the bflnk of the common Ma.rket, ·1ts 1m~ge is not 
' 1 . ' 

liKe that ot' other region 1 b · ··s -wh • : devel ping . members re 

suppo~ ed to pl y sfgui.fic nt role. 
~ 

The Int r-Americ·an Developnaout B 
'II ~ • • 

c e into exist nee 
~ ... i: • 

in 1959. and tts o er 'tiona s tartod :tn ctober 1960. Throughout 

its lone history which c m need w1tb the irst Intor.n tion l 

Conterenc 1' Am ric an S t tee in 1889 1n :aBa ton· ana cont1n~d 

.t~rough d11"f~ront ~ ·~r~r..:naes like . t~e one a~ Bogot~ {1948), 

washington ~1950) ·, ca.rac_as (1964) 1 Brazll (1954) ana Buenos A1res 
t. 9 ~ •, .. ~ • ' ' I 

(1958),- the United · stat~s bad retused to atisoct tc ·itsel wltb 
. . ' . ' 

it. The W maint 1ned that tb exi t1ug B nd xport-Import 

Bank were sufficient to deal witb tbo 41ri ne1 1 matters or 
' Latin ·eric ana that there was l"1o neces!"ity for .c·re ting ny 

additional rtnanc1'll g ney. 

Tbe main objective or the Inter ... Aa1ertcan pevolo ent 

B (l:DB) -was • .. to contr1but to the acccler tion of the proc ss . ' . 
' or cono c develbp&l'.ent" of the r~gion. (9) rt1ele 2, section 2( r 

(9) .Articl~ 1, soetion 1, of. Articles o1' Agreement. 
•· .. 
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' /' 

st tes ·that tho !DB shoul" '' romote investment r public und 

priv~te c pltal", aru; must cooperate with Glom~ rs, "tu provide 
.. 

_tecbn1o 1 ssistanee" nto romote region 1 economlc int g. 
... .. 

r t1on". Accoroing to rttcl ll(l). (a) 1 a11· the .mt!aabers oi .. 
the rg n1 ation or Americ Q stat •s, except Cuba and 'the us· 

" . 
are members of .the DB;. 

' 
establishl'hg ":Nl&tionsh . 

orld B 

provision for 

other orcan1 ation" 11k. the 

agencies. •(.lO) Ttie utporia.ed 

capit 1 o1' the Bank as ..t"ixed 't ~ 50 willion, o hicb pa1 -in 

lla:r s ere to be ~400 million doll rs, ana o 11 ble shares w re 

tixeo at '450 =1111on • . 
' n · gricUltu us try, a1n1ng, 

water suppl;v, ·'educat.ion, and bousi g .up to. 1967. D lri g this 

perlod its ,financing trans ort tion d le'ctr.1c ower as 
. ' . 

r these sectors o. its tot 1 
' 

less tb 10 per cent for each 

b k authoriz ,tion. "(11) · However, in rocent years the IDB is 

becoui1ng more ana lnt.·· 'r..;5to<l ~n the :field ot Pl_"e-1nvestment 

studies~ ncl ls' Eterving as ' ored1t condu1t for expol't .flnanc-
·- • r . 

ciods b1 'L tin American ecuntJ•ies to other Latin 

r1ean countr1~s, ana for the c ntr .1 er1can Bah.k :for .. . 
Intcgr tion (CABEl). The IDB has ~ranted i million 

. . ' 
.. 

(lO) rt1cle l.~, Section 2. 

(ll) 

'. . . . ' . . ' 

. ' ' 
I 
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to the CA,BEI, whieh 1n turn 11 s utburi~e sllb-loil!ls. or pro-

Com: 1ttce 6n ·tb.e t·or .P.rogroes (CI ?) hi.cb · .itb 1ts 
I . . 

co~try-wise obJective~ h s belp d proo~t econo~ c integration 
. ' 

or tb Latin ' er1can coUI1tr1•t~ was a recipient o a1o i~rom 
' ' T . 

tli IDS. So al o w s· thE) Ceritr 1 American Co arket. ' 

The I ~· 

The b1stor1 and thrust · or the African Dcvelo ent E nk 
. ' . 

1 d1!! rent.· Tbe em rcenc .of the stat s 1~roa the 
~ . 

colonial yoke 1n"l9.ros cr ate new f"ower raal1t1 s 1t:t tbe con~1-
r 

neut. hese n ·tons not · only wanted economic ass1s ance .but . . ~ 

·loo non-sl1.gz ment \if+th e·it· er or the o~er b cs. Therefor , 

in oroer t tneet ~h~ econo ic needs o · t~tr1'ea1 the · n1ted ation 
·, 

st p a in. ss1Gn in iebruarY ·l961 the ~co om1c 

Co~l .lon Cor Afrlc 

~~ . the Cowuisslou to .'stud)' th 
• <' . 

queste6 the "xeca1tlve .Seer tary 

poss1b1.ltty or oat b11s.hing an 
~ . 

I 

A.f'rice.n-pev lo ment 'Jjafik. Committ~o o · l• Me;nbers was 

1 'lnaw.c l-11 1s to s ln July and. 

ugust 1963, the report of ne c mmitt roved 

r the 1doa: as studied · nd ace ptea • . he mto ·opera..; 

t1on in Sept mber 1964. 
• • ' ••. .I 

Article l :o t~e Agr ewe~t s fS that the . p~rpoee r '~he 

a.nk. is to .rroviae· fi:uf:!n'cial ssiatanc:e to th fr1can countr1 s 

.nd to pr ot region l . no sub.re ional ~coo erat1on. The autho-
; 

' .. rized capital ot \:;he B rut w s {1250 · million; p td .. in ~ap1tal, 

I 1 

• 
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I 

·V215 mill·ion, and c all . ble shares, U'].26 m1l.l1on. 'rbe 'Sank 

authorizes 1 s members to 1 nd loc Al curr noles to _the Bank. 

The" United Nations . D.ov 1 (UND ) 1s a.ssisttng 

d re-1nv atment prograames. 7be· 

. 
announc d 1rl 1~67. A 1113 mil-: 

· I ion loS;n wa:s improve its two , tri.\O.k roads 

which link 'up ith ro d in u ancs·a 'ana Tan ani • . his 1s sig

ntf'1c.ant step in tb promot1on ·o subr~ . ion l cooperation by 
• •· 

tbe ank. be 'est .blisb nt ' of an asL African Bcon~ic 

un1 y and c'ommon Mar¥et, which. iQo.1udes, among other i 1st·1- · 
~ 0 ~' t ,., ... ' ~ 

tut.ions,' an ·~ast ~ tr,lean D v~ l~pment' "s , on ~ · ~·uno l9G7 are 

.. . 

~" r • ., J" t· ' 

' ' 

. 
; 

regional o~oper ion an· integration · 

. ' 

; 

l 

• 

1 
I 
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THE I D 'VEL PM<; T BANK 

he ai n Development E 

d velo e4 d v lo in co 

· CAD ) is n associ· tlon ot 

r tbe E · t and eat. The 

b itet1ve 1' this b 1 lik otb r d v lo ent l b rut 1 is ·to 

mob1l1 e c nt oft &1on, to uti-

liz t e 1n1t1 1 caplt'll, ana to provi • th impetus for the 

1 !lux of new 1nvestm nt Und from r glon 1 and no .regional 

sourc s. 

The lrst M1n1st ri 1 Conr rene on i n conomle 
I 

Cooper tlon, b ld cer the aus ees or th couomic ComD11ss1on 

tor As1 ana ar E tn D ce~ber 1 631 assad reso-

lution d rs1ng propos 1 to est bl1sh r gion 1 d velop nt 

b for s1 • The Co . 1ss1on s t up a ~ 1 G rou or x-

pcrts to port on thi r solut1 n. 

"~ recomm nd the 1nst1tut1 n 1 arr ngem nts th t ould ave to 

· be made tn rder t 1mple ent ••• the establishment ran Asian 

Dev 1 p ant B~." The re ort of tbe Greup was circulated · m ng 

the member c ntrios o · the nom1c c ~1ss1on or As1 and 

the r st ( The J st1 1e t1 t r · and consequently · 

th rol nk as r attr ct ng 

"add1 tional tunds to th reg~on 1 tbe f1.nanc1ng e peci ll)' or 

t s ~r j eta and thos tac111t1es r r 'socl 1 nd aeon ic de-

velo m nt or th r 1 n which at pres nt · ro n t inane through 

x1at1n sourc. s r onci 
' 

,.an tb . 08 1b1l1t)f r ct1 8 

roc 1 p 1nt t r, and stila\llu to tho otb r , asures · tor 1"8 1onal 
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eoollM~ oooperatl:on bleb at present are belftc att.adled.• (1) 

. At its twent1- fir t &"esaion 1n elll:nc on, in JCarcb 

1965, tne C-1as1"D set up • C<..naultatiye C9•1ttee. !bla C01111itt .. 

visited var1o~• aeaber cuuntrlea ot . tbe Coaal1slon 'and otber 

lnte:reatod nations 111 order te el1o1t tbalr views en the eat b

l1sbaent ot the Blllk. Tbe propoaal vas "Clscusaed d adop,e4 · 

Rt tbe Coaa1as1en' a Second M1n1ster1Al Ce.oteronce on As tan 
• 

Econ .. 1o Ceoper tlon held in M 1la · 1n oyeaber 18!6. After tbe . 
algn ture.e or the Plen1potent1ar1ea et 4fh1rtyone nat1c1 ill 

Manila, the .aree•nt ca. into ~eroe en 22 .A111ust 196e. 

Article l et tbe Dratt AsNeMnt ~atabl1sh1a& tb A1l8D 

tevelop~nnt Bank stated tbl!lt "the IUlrpoae ot \be Balik aba.ll be 

to eate~ eoon .. 1o growth ~ oooperatl.n 1D the recion et All& 

lncS the ~r Ea•t"'• !he Bank was • (1) to precaote 1Jlyeata~t 1D 

the recton or p\1bl1c and ptttyate oagit 1 tor 4evele~nt pl.U' .. 

poseaa (11} to utilize the reso~roea at 1t~ di pos~ tor ttm -

o1ng development ot tbe daveleplng aeaber ceantr1ea 1n tbe re-

t•; &1•1nc pr1or1 tr to those r-ecional, ~t&br.ecion •• well aa 

national pro,ecte ana progr~s wbleb wil~ c•ntrlb~te ~·• 

ettectivel.Y to tbe harMAloWI eo noa1c arawtb ot the reglen u 
' 

a wbole aDd bav1q.a sp~lal reg&ril to tbe needs ot \be aaAller 
' ' 

or le11 deYelepod aaaber co·untr1oa 1n tbe rea1on1 (111) te ... t . 

req~••'• troa a.abera ~ \tie 7e&lcn to aaa1at tbea 1n coordtfta

t1on ot tbe1r develo~ent policies aod ~lana wlth a vl~ te 

... . . 

(1) !CAI'Et.: tb• Asian D'll ... nt B!PlL !!14 Trade Lptt£!11& t&• 
(Hew Xork, N.!., li ) • P• 1. . . 
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chiev1ng b tt r t111z ti ro s, making tbe1r 

economl re cvmpliment ry, o Qr m t1 th ~erly •x-

P sion t tb 1r for 1 n trad , 1n particul r 1 intra-region l 

tr ae, (lv) t rov1d t cbnic 1 asiat c fer tb r paration 

!inane 1 , and execution, f d s t 

·1nc1Ud1ng th tormul tio o s ec1f1c proj ct . rop·oa(lfa; (v.) 

to ceo rate in such anner s the ank a y de ·m appro.r1ate1 

within the t rms ot this A re nt 1 Yltb the nit its 

org a a subsi 1 ry bo i s incl ~n , 1n part~cul•r, tbe 

C. an other iut rna ion 1 1nstitut1 s, s well as nati nal 

ntities eth r public or ),riv t vhlch rc co 1cern with the 

inve tm nt o · CS v lo.., ant funds in th region, d 'to int rest 

suob 1 st1tut1 ns d antitie in n op ortunit1 s for invest. 

nt and · ssiat nc , en (vi) to U."ldert . such tller activities 

d rovld such .· her s rvic s s .ma,v vane its urpose". (2) 

ot tbe nit a 
ast and 

countri s wh1cb re 

its s ec1 11 g nc1 • (3) 

as to consist or. tb me11bers 

th ar 

n.region 1 dev loped . 
nit a ~ t1ons r or f or 

!he utnori e c :1t 1 stock ot 
v "one. billion doll rs (~1,0001 000,000) in terrAs ot 

Unite ,states "oll rs or tb. weight and finen sa· in ttect on 

31 J • ( 4) E cb bac r1pt1on to tb ori in 1 utbor1zed 

{2) Article 2 of tb Drart · 1r eaent. 

(3) rticle 3. 
.• 

(4) rt1cl 4. , 





'' 
. ' 

49 

Table 6 , 

Voting powers ot the members ot Asian D velopment 
· Bank . 

-~·---~-----~-----~------------~~------------------~----~·-------' ' 

1. Afghanistan 

2. Austr 11 

3. cambod1 

4. Cey).on . 

~ NWilber ot · 
, ... · Votes , 

1,236 

t~,257 . 

1,~07 

1,609 

5. Ch na, Republlc ot:· , ~.2, 357 

1. ln6ones1 
,r 

a. J!pan 

9. Kore t Republic or 
10. Laos · 

11. M la)ts1a 

12. epill 

13. New Zealand 

l.4. P k1stan 

15. ~The Philip 1nes 

16. singapore 

17. Th 1land . ' 

. 
10,057 ' 

3,257 

20,7$7 .. 
3,757 '. 

799. 

2,757 

973 ' 

3,013 

3 967 ~ ,, 
4,257 

1,257 

2,757 

18. Vietnam; ~epubl1e o 1, 57 

19. ;:estern. ,Somo 763 
' 

......... 
Total 'Re£ 1onal 75,8~3 

-~ .. -- .. -

P rcent or 
Total 

7.64 

0.91 

1.94 

17.12 

3.'10 ' 

.0.66 

~.27 . 

0.80 

2.48 

' 3.26 

. 3.51 

1.04. 

2.27 
.. 

1.61 

0.63 
"' --~----

------

' • 
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•on-Beal•ai 

1. Australia 1,267 1.04 

I. Belcll.lll 1,267 1.04 

3. Canada 3,267 2.68 

•• Denmal'k 1,257 1.04 

6. F1nland 1,257 :1..04 
e. .Ge J'ID8n7 F. R. ·4,187 3.43 

7. ltalJ . 
2,767 2.27 

6 • .Hetberlancia 1,857 1.53 . 
9. Norvt~ 1,267 1.04 

10. Sve4en 1,267 1.04 

u. Svlt&erlaild 1,267 1.04 
. 12. Url1 ted K 1ngd 011 3,767 3.10 

13. United St tea 2o,767 17.12 .......... ------46,341 37.42 ·----- ··---· 
.Sourcea Asian DevelopMJ)' Bank, .AimLtl\l . .RepoJ't1 

19571 P• 39. . 

----------------------------------------------------------------
on 24 »ovember 1986 tbe authorlaed capital stock ot *h• Bank 

. 
was increased tnm AOOO mU11oll ~o VJ,lOO •1lllon. Billt the 

pal<l-tn-ca i'al 1e to be palo 1n gold or convertible ourrenct aod . ' . 

tbe balance 1n tbe c·urrency ot the meaber countey. A8 et 31 Dec3•HJ 

19671 the aubacrlbed oa 1tal was J970 10001 000 or ~bich V4861 000,ooO 

was " pa10-1n" abares and tbe saae aaount ln "callable" aba.rea. 

!be ON Develo~nt rograsme helped to finance the •XPenaea 
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r lating to tb r par tory wo~ involv in s tti · up tb 

Bank. The World · B Group rovid d boo s for th library or 

the Bank 1 vit d th ADB t artiei 1n its e tings. The 

IDB lso a s1st d the B • 

Beyiew of Ag t1y1t1 s 

In 1 f51 th r1nc1 lly cone rn with th t k 

or bu1ld1 · u n 1n1t1 1 ra worK or th org n1 ti 1 ol1cy 

tormul ti n and at tl'in • It s to cr basis 

tor its d v lo ntal 1v1 1 s in th succ 

lv loan pro osl 

n of the y r, et 1led · 

tto Ytere c 

re a d rin 

the B al\1 1n Dec mb r 1967 t r cons1d r ti n 

1 u y r • 

67. By tho . 

pj)lic -

c c1 1 ·1 1 · 

- ; During 1 1 tbe ank r v a v loans 

r Chin , tb ubl c o Kor , l ys1 • P 1st 

and • Tbe epubl c o • C in r c iv two loans. . 1ve 

1 an we 1v n for spec1 1c pr J eta ~ t 

t1on, n xprca w y and pl nt for ·th 

inte 

firianc:t. 

t r' r fibr d . tw 

lop nt. 1 o th 

outl y t ~1,137,000 or elev n t chnic l 

The a1n the 1n b pro r 

rn z -

ctio. of an 

tor in titut1on 

p r v 

gr .nts. 

ion 1n 

th pa t t dec de s b n the n 1n ustri l dev 1 pm nt. 

{6) 
r or
ual 

' • 
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Tbe 1aportance as well as . the coGt.-.,lex1'~1 or tbe problems r .. 
~· ~ ;1. 

lating to ngricUl ure. p omptod the ·Bank to lGWlch tb.e Asian . .. . ~ 

Agricultural ~SUI'VeY.1 Tbe 1n puri)ose was to r. o1l1tat& tb 

futur · operational rol of the B '1n the ·1eld· of agriculture. 
. C I 

The .B nk spent ~,ooo 1n tbe field of a ·ricul ural assistance 
. 

to its embers. In D~cemb~r ,1967, · tbe B nk received request 

trom tbe G vernment ' Of Mal ys1a to t.Uld rt~~ a regional transport 

survey. 

During 19EB1 J pan and c . nada provided ass1 tance f'or the 

. creati n of two Spec:1 l Fun s. !rhe rate o!* 1nterestw on loans 
~ - • k - .. 

made fro the Ordinary resource was fixed at ~7/8 per cent per 

annu • The ;Bafik spent fllS6~000 ~~or transpor~ t1on, n24,000 on . 

deve~opment b s na intermec11aey 1nst1tattons, nd ·$'847,950 on 

agrieult ral teehn1c 1' as1st nee to tbe emb~r countries. (7) 
'. 

During 1 691, .th loan ap rov l.s aaount1ng tc ~ .. 10 a1ll1 n 
~ . 

were· made to ten dev loping collntr1es. · bis mount covered twenty 
' . 

. . loans inclualn.g .six on ~oncu s'ion 1 terms. BJ tbe . en o 1969 

the Bank's tot l .lending reached ~39.70 million sprea over ll 

countr1 ~s. ~(8) 13 ~ebnic assistance p .1 ct cov ring 10 count

ries and involvUig ,. · cou1tm nt o · ~.3.23 1ll1on vera approv~. · 
'' . 

itb · this ruol.Ult the · • s total · cou1 tments increased to ,3. 74 
. . 

milliqn. Tbe items covered ~oer tb technic 1 .-rlls 1atance grants 

(7) 

(8) 

A.D •• 

l' 

. .. 

.. ,. 

anlla, 1969). 
' 

(Manila, ·1970), ~. 17~ 

. ' 

. .. 

' • 



ares tr spor u."1on (;lti 1000), v· ).OpDJ~n ank and nt -. . 

me at'Y l1 st.itlltion {~ _ 1000)', Grl ltur {)1115 ,ooo) • 

F unda ti.V 1lab . tor or ~· r ope atlons too t.he pro-

c d or t bon4 1ssa a inc.re oc.t t.o JIS-401 1ll1G.n and co•1t-

men a re ache De a opec1al · und .r sou~ s roe 

by J39.4U million to . u~ un 8~ mil11op, commitm nta tnc~r-

're tn cone ssionul loans b110untc to 7·2 1 liOn. Ip th 

tit:.ld ·of' r ·clOD 

pro re as. ( 9). 

• 
111&, &t-1oult\U" l surv y 

~ • ~ al r • pQI' ~ Ul'Vtt 

ourc s 

r.Jt &.liO de sign11'1c t 

.. 

( :.r rom i c hnio al 
peel 1 ftund by 

.8 ~1ll1on from 

'I'he phcn :n rinl mer aa ~~ tb 1 nd1t g poslt.S:on 

or \hi -B nk ur '-'· §'211. -mil ion ~a• r t e rro!D o~ 1 .. 
• 

¥rtd ~3 .1 1111 n tro:a peel 1 und ( 

( ) So . ra.· bla S , p.63 • 

. (). ) 971 t P• b9. 

' • 
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2. c oocii 
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• Indo 
10000 2 
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.rcc ivud 

o t'£1c i~l · 1 r . . . 

!'1cant.. 

Durt 

cr 

Th~ 

public 

•' 

iiS2 milU.on bonasilt.)-... h . . 

o.mou.nt of' loans 

l ss 
' 

lo · 1· om be 

( 1.8) 

' ' 

< • .. 

' ' 

p ov1 

. ' 

~n tb 

in• 

t. 

l97l. 

· pprov d 

s~p1f1cant 

.. 
·the number of 

incre ~seQ . { 18 

for .l£.ctr1c 

. 
' 

' • 



achip Sollt.b s1 ( 1111tm dol ars 

............ -.. ..... _____ .._. ........ _ .... _. ..... .._ .. __ ..... --.._.__._.--.. --.. .a---...._ _ _. ..... _._ .. ~~-----........ - ......... ~,.,. .... ~--~ ..... ---... ~-----
!. $: 

l ss11'iea 1on 'I 65 1966 1967 ~ 8 1.969 

l.39S.3 
t 

41.7 ·Southeast aia 1: 15.2 •1768.0 2 1630.8 •. 

ar East - 944.1 U35.9 1372.5 - 1412.8 188'1 
~ 

~ 

285 .3 2 ' 3.3 . 341.4.2 30~.6 ~-s.s.s 

il • .. ;a,;_ ... ... j' 

---~~~~~~-~~~--~~--~~~~~~--~~~-~~~~--~--~~~--~~~~~--~~~~~----~~-~~ . . 

an11a, 1971), ,P• 9. 
' ~ tl 

•. 

·, 

J. 
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197 

-1971 

41, 

7 

531,25 ,o 

ourc ;: 

:. I 

rov s: 

7 

14 

57 

o. of 
oan 
{ ) 

-
10 

2 

ot 1 Lo 

,oo 
,l.Oo,o 

45,633,0 

638, 63,. 0 

s 

7 

20 

32 

28 

85 

~~~-~---~-~--~~~~~-~~~~~~~~-~~-~-~~--~----~~-~~~-~-~~~~ r 

, 1972), P• • 
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power, l-8.'2 per cent for 1nault '3, 17.4 p ·r c nt or t~sport 

and CO-Wlic ... tions,- l0 ... 8 per oelt , Ot Nl"~~ U! . and 12.1 pdr 
' ' . 

oen t for at r au.ppl.Y. Out . ~1" . the lS .. countt'1E s wbich bo.rrowect 

ill 1971 1&bt got c:ono a icila 
.' 

1Dg J51.5 million. 

pro ot1. {lQ} the 

of out~ ast Aaia1 s· l,conomy 1n tbe 197o•·a, and . 
as \107 or tb cocon11t 1:n etr)- . 1n it\ rEgion, WI'S -.mdertaken. 

> 

Al'r aeaents w r mad dur tbt ' ye r tor coope.rat1CI'l in tbl 
' 

4 •elop.,nt or ttl M kc:tl:a baam. · he member.ab1p ot. be Bank waa 

inc:reat d to 3.6. 

ee.ra the Bank has !Oadt a gOOd 

pro,gr~••· It s not on~ Ude lOaDs amoUJlting to ov r au· 
bunO. d tnillion tlOl era but 1ts l n tng ~peratio a 

o nc ase. Ita ca 1t 1 a ock bas increaa 4 bl l.ei pel' cent to 
. . ' 

{12.7-6 b1ll1on, arid its or · ln ·i .r•ao\U"c a 'b mor<. than ~lOO s11-

l1Dn t.bl'o\lgb bond i'8SI.ltB in the caplt l market • _eobn10al 

••1 t no 1 · cr ar.silli ao:rt l.b•n•, r&ll'al 1cctr1f1cat ~~~ tel -

couun1cat on1 an mUlti-pur ose wat r r 1011 o .a d ~ lOpment 
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