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CURRENCY EQUIVALENTS AT THE END OF 1961 

Effective Currency U.S. $ 
date of units per per currency 

Currency unit present rate U.S. $ unit 

New franc (NF) January I, 1960 4.937 0.202 
Pound fb) September 18, 1949 0.357 2.800 
Deutsche mark (DM) March 6, 1961 4.000 0.250 
Lira (::Lit) March 30, 1960 625.00 0.0016 
Yen (¥) May 11, 1953 360.00 0.0027 
Canadian dollar fluctuating rate 1.043 0.959 

(Can. $) 

N.B.: All data shown in the text in terms of dollars are based on conversion 
factors used in the original source. These factors have varied in the' 
period under consideration ,~s the exchange rates have changed. 
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FREFACE 

This paper is' a compendium of information on the terms and amounts of 
external financial assistance on public account which is made available 
to the less developed countries by major capital exporting countries on 
bilateral account and by regional institutions. It does not purport to 
cover financial assistance extended by the United Nations (UN), International 
Bank for Reconstruction and Development (IBRD), International Development 
Association (IDA), and International Finance Corporation (lFe). The need 
for a paper of this kind has grown as more countries and institutions have 
became active in financing Qe~elopment and as old-established aid programs 
have been revised. 

Th~~l paper is descriptive in character. It makes no attempt to analyze 
the adequacy of the present efforts to assist the less developed countries 
or to examine the problems involved in the coordination and allocation of 
developmental aid. 

This study relates to fi.nancial assistance onlJrJ it does not deal with 
technical assistance. Although it is supplemented by numerous tables show
ing the actual flow of assistance in recent years, it does not purport to 
be a statistical stu~ of capital flows; indeed none of the data shown 
herein have been independentlY derived. 

l{hile the principal focus has been on long and medium-term loans as 
well as on grants, various references have also been made tp export credit 
insurance because of the growing importance, changing charadter and l;";e lati on
ship of government guarantees of export credits to long-term financial 
assistance. The data on capital flows do not, however, include gul~ranteed 
private export credits. ': 

Since the paper is intended primari~ for use by the staff of the 
IBRD I. no attempt has been made to cover the activities of the IBRD, .IDA or 
the tFe. On~ passing reference is made to the operations of consortia 
which have marshalled assistance for the development plans of certain 
countries such as India and Pakistan or for a special program such as the 
Indus Basin works in Pakistan. The paper according~ concentrates on the 
aid programs of the major capital-exporting countries and of t~o re8iOB~ 
a1 institutions, the Inter-American Development Bank and the Overseas 
Development Fund of the European Economic Community. For each of these J 

information is provided on the terms and ~ount (~ assistance and on the 
institutions through which aid i~ channeled. ' ';-. 

For convenience, the study is in two parts. The first part consists 
of a chapter for each country covered; the second part relates to regional 
institutions. The particular order in which the chapters are arranged has 
been based pure~ on the over-all magnitude of assistance rendered by the 
countries or institutioDsconeerned. 

C) 
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A table showing terms and conditions ot a representative sample of 
loans made ,in 1961 is appended. 

The terms and institutional £ramelvork of developmental assistance is 
undergoing constant change. It will accordingly be necessary to revi~~ this 
paper from time to time and to remedy arry deficiencieos or errors in th~ data 
now included in the report. 

u 
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CHAPTER I 

THE UNITED STATES 

The United states is by far the most important contributor to the 
economic development, of underdeveloped,countries. In the past five years 
1956-60, its ass~stance has averaged close to $~.o billion a year on a 
gross basis and $2.25 billion on a net basis.lI This assistanne consists 
of grants, loans and sales of surplus agricultural comrnodi ties for local 
currency. It includes development,al assistance per se as well as nSupporting 
Assistance lt which ineludes types of aid formerly called 'Defense Support' 
and 'Special Assistance'. 

The bulk (i.e., roughly 60%) of not U.S. aid to underdeveloped countries 
ill· 1956-60 consisted of grants. An additional 17.5% represented net sales 
of surplus agricultural conmodities for local currency. Loans accounted 
for the remaining 22 • .5%. 

The legislative authon ty for the provision of this massive assistance 
was, till very recently, derived from Ita series of legislative measures and 
administrative ~asures conceived at cli£ferent times and for different pur
poses"Y"'lhich have now become obsolete as a result of the enactment on 
September 4, 1961, lor the "Act for International Development". For the 
record it is suffic:ient to identify the principal channels through which 
foreign aid has her,etofore been disbursed. These were the International 
Cooperation Adminis'tration opera.ting under the Nutual Security Act, the 
agricultural surplut\l disposal program authorized under the Agricultural 
Trade DevelopmeH)t an.d. Assistance Act (PL 480), and the Development Loan 
Fund, a. corporate ent1ity operating with funds provided under the Mutual 
Security Act. In add:i:tion, underdeveloped countries also benefited from 
loans extended by the Expol>:t;"'Import Bank, an independent agency operating 
outside the framework of the MUtual Security Act. Eximbank was also till 
recentJ..y the channel through which loans repa.yable in local currency under 
Section 104 (~) of PL 480 (so-called Cooley Amendment) were administered. 
The functions"-cof this institution are treated sepa.rately. 

The U.S. foreign aid program was, in the words of the President's 
Special Message to Congress, ffbureaucratically fragmented, awkward and 
slow (and) its administration (was) diffused over a haphazard and irrational 
structure covering at least four departments and several other agencies". 
Accordingly, measures were instituted early in 1961 for revamping the 
machinery for U.S. foreign aid. 

'''-'' 
y OE~' :""PThe Flow of Financial Resources to Countrie s in Course of Economic 

Development 1956-59" and a similar study for 1960 by OE.CD. 
Y President's Special &ssage .; to Congress on Foreign Aid, March 22, 1961. 



- 2 -

A. The Agency for International Development (AID) 

The new Act which became law on September 4, 1961, see.1{~=::.to integrate 
the various foreign economic aid activities of the U.S. Government and to 
centralizeOtheiradministration in B: single agency. The Agency for Inter
national Development (AID) was accordingly set up on Noveriber 4, 1961; it 
took over the assets, obligations and undisbursed funds of the International 
Cooperation Administration and of the now defunct Development Loan Fund. 
AID also administers the "Alliance for Progress" program established f9r the 
Latin American countries. 

The principal features of the new aid program are: (1) its accent 
on developmental assistance (~) greater emphasis on assistance through loans 
rather than grants (3) a shift from loans repayable in local currency to 
loans repayable in dollars at lower rates of interest and with longer mat
urities (4) its stress on sound country plans and self-help measures as the 
pre-condition for assistance (5) a somewhat reduced en~hasis on defense 
support assistance (6) government participation, for the first time, in 
¥xv"estment surveys undertaken lUlder private auspices and (7) widening of· the 
investment guarantees program. 

One important change sought by tn~ President - legislative approval 
of a 5-year program of borrowing from the Treasury for developmental. lending -
was denied by the Congress. Instead, Congress appropriated $1,112,500,000 
for fiscal 1962 and authorized the President to enter into loan commitments 
up to $105 billion in each cit the SUCC0ettlng 4 years subject ~. however, a 
annuaJ. appropriations by Congress.' 

The Foreign Assistance Act of 1961 (PL 87-195) consists of two parts. 
Part I is the Act for International Development and relates to economic 
assistance. Part II is the International Peace and Security Act relating 
to military assistance which will continue to be administered by tb.9 Defense 
Department. 

The Afancy for International Development will adn!inister the econo~c 
aid program Jincluding the Food £or Peace program; the latter is essentially 
a new name for a similar II program authorized under the Agricul turaJ. Trade 
Development and Assistance Act (PL 480) for providing economic assistance 
through the disposal of surplus agricultural commodi t~~s • 

The main forms of bilateral assistance authorized under the Act for 
International Development are: developmental loans ('Xi tIe I) J developmental 
grants and technical cooperation (Title II) and supporting assistance 
(Se~tion 401). In addition, there is provision for investment guarantees 
(Sections 221-224), government participation in surveys of investment 
opportunities (Sections 231-232) and development research (Section 241). 

Y This paper does not deal with the so-called "Peace Corps" since it relates 
to training and technical assistance. 
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Appropriations for Fiscal 1962 

For the f~Gca+ year ~nqing June 30, 1962, Congress appropriated in the 
Act for Internationa+ :pevelop~nt a total of ry.ther more)ltpan $1.6 piUion for 
strictlr pUatera+ aps~stance distribll.1ie~ aq. f'p:p.ow~ ( ~n tJIillione qf qo1l.~ra): 

Development loaqs 1112.$ 
Development grants 296.$ 
Investmen~ surveys 1. S 
Support assistanc~ ~2~.S 

1 3 .: 

A brief descr~ption of the ends and purposes of the major components 
of the aid program!/follows. 

DeVelopment Loans 

The primar,r emphasis in the new foreign aid program is on development 
loans; appropriations for 1961/62 under this head amount to $1112.5 million or 
some 48% of the total appropriated for this fiscal year. 

The Act of September 4, 1961, provides for this purpose the establishment 
of a fund to be known as the Development Loan Fund; it will not be a corporate 
entity like the DLF which it has supplanted. 

Development loans will be repayable both as to principal and interest in 
u. S. dollars on such terms and conditions as will "promote the economic develop
ment of less developed friendly countries and areas, with emphasis upon assist
ing lang-range plans and programs designed to develop ~conomic resources and 
increase productive ca,pacitiestro y 

U 
Criteria for development loan assistance are, besides the usual credit

v.lorthiness tests: availability of similar assistance from other free-world 
sources (underlining supplied), economic and technical soundness of the activ
it,y financed and its prospective contribution to long-range economic development 
of the recipient countr,r, and the latter's capacity for self-help. An important 
consideration in Making a development loan is, its "possible effects upon the 
U.S. economy with special reference to areas Hof substantial labor'surplus".l.1 

Title I of the Act for International Developrnent relates to the Develop
nlent Loan Fund. Section 202 of the Act authorizes the appropriation of $102 
billion for the fiscal year 1962 and of $1.5 billion anntmlly in the next 4 years. 
Whereas the Act authorizes commitments in each year up to the amounts authorized, 
the necessary appropriations have to be voted by Congress each year. Appropria
tions for fiscal 1962 amount, as mentioned earlier, to $1112.5 million. 

Section 20$ of the Act also provides that, where the purposes of such 
assistance may be better served, an amount not exceeding 10% of the funds made 
a.vailable under Section 202 may be lent to the International Development Agency(IDA) 

1/ Congress appropriated a total of$2311.5 million for economic assistance in 
- fi~cal 1962; this mel tldes $275 m1,P.ion for the President' s Contingency Fund 

which may, at his discretion, be ~sed for bilateral assistance. Appropriations 
under other heads (e.g., multilateral aid) amounted to $201 m:tllion. 

2/ See 201 (b) of the Act for International Development. 
l' Ibid~ 



Criteria for lending, loan policies and procedures are to be deter
mined by an inter-agency Development Loan Committee. Pending a decision 

\) on'th1s, it might be expected that terms and concii.tions will generally 
follow the preliminary policy statement contained in the "Summary Presen
tation" of the Act for International Development. This provides: trAll loans 
under the new authority will pe repaya:,'91e in dollars, will bear interest at 
low. ra.tes or will be intere~;ti freeancf will extend for terms of up to 50 
years with substantial gra~~ periods 'tV'here warranted ••• Within certain estab
lished limits, loan terms will be devised vuth respect to each country in 
terms of its capacity to repay~ In all cases, however, loans ~'ill be made 
on more favorable terms than the countries could obtain from other sources". 

The first loan made under the new program of development lendiIlg was 
one of $50 million to Brazil. It was for 40 years, carries no interest and 
has a grace period of 10 years. The loan carries a service charge of 0.75% 
per annum. 

Informal discussions with the people concerned suggests that development 
loans vall not be restricted to direct fo reign exchange cos ts of development 
activities; that is to say, under appropria,te circumstances such loans could 
beuused to finance local currency expenditures provided that the goods pur
chased as a resul~ of such expenditures come from acceptable sources. 

Tne policy in respect of procurement of aid-financed goods and ser
vices is governed b.r the over-all balance of payments considerations set 
forth in the President t s message of February 6, 19610 Broadly the obj ecti ve 
is that until such time as reasonable over-all equilibrium in the payments 
position is achieved, the preponderant bulk of foreign assistance procuremeht 
should consist of domestically produced goods and services. 

'.i 

Procurement from sources outside the United States is not, however, 
ruled out. Indeed Section 604 (a) of the Foreign Assistance Act of 1961 
envisages that a part of funds made aVailable under the Act may be so used 
provided that the President determines that such procurement will not ad
versely affect the domestic economy or the net balance of payments position 
of the United states. 

Pursuant to this requirement, the President informed the Secretary of 
State in a memorandum dated October 18, 1961, that although he would continue 
to place primary emphasis on the procurement of American goods in the admin
istration of the aid progr~, procurement fram less developed countries would 
not militate against the over-all objective of balance of paymentsi equilibrium 
and that by advancing their economic development, it would, in fact, be in 
line with the purposes of the foreign economic assistance program. 

The President however ruled that no funds provided for non-military 
programs under the Foreign Assistance Act of 1961 are to be expended on pro
curement from Australia, Austria, Belgium, Canada, Denmark, France, Germany, 
Hong Kong, Italy, Japan, Luxembourg, Monaco, Netherlands, New Zealand, Norway, 
South Africa, Sweden, SwitZerland and the United Kingdom. Specific exceptions 
may, however, be made at the discretion of the Secretar,y of state if he finds 
that such exclusion seriously militates against U.S. foreign policy objectives • 

. In any caSe, procurement from o'Utside the United States wil1 be limited to free-
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world sources.!/ According to present indications, between 75% and 80% 
of the foreign economic assistance funds appropriated for the fiscal year 
ending June 30, 1962, will be obligated for UuS. goods and services. 

Development Grants and Technical Cooperation 

Under Title II of Chapter I of the Act for International Development, 
Congress has appropriated $296.5 for 1961/62; the amount authorized under 
the Act was $380 million, of which roughly $250 million was meant for con
tinuing projects and the rema'inder for new projects. 

Development grants are meant to be complementary to assistance through 
development loans; consequently, barring the creditworthiness test, the 
criteria for grant assistance are generally the same as for loan assi'stance 
since the over-all objective is sound economic development. Emphasis in the 
grant program will be on the development of human resources, but in those 
countries which do not qualify for loans- a certain amount of capital costs 
may also be financed by developm.ent grants. This emphasis on the development 
of human resources is further underlined by the statutory injunction that 
for countries in the earlier stages of development lithe furnishing' of 
capital facilities for purposes other than the development of education 
and human resour .. ces shall be given a lower .... p;'iorltyuntil the requisite 
knowledge and skills have been developedu .?:.! 

Development grants are also to be used, inter alia, for resources 
surveys, land reform, improved housing, development of agricultural ~redit 
institutions, community development etc. A small part of the funds appro
priated ($2 million) is to be used for the development of the peaceful 
uses of atomic energy. 

Special mention is made in the Act of the importance of assisting less 
developed countries with an essentially agrarian base "particularly through 
-loans (sic) of foreign currencies for associations of operators of small 
farms formed for the purpose of jOint action designed to increase or 
diversify agricultural productivity. 0 ••• The aggregate unpaid balance of 
all loans made under this section may not exceed $10 million at any one 
time",.Y 

Supporting Assistance 

The purpose of such assistance towards which Congress appropriated 
$425 million for the fiscal year 1962 is to help friendly countries to 
support their own military effort. It is also meant to help maintain U.S. 
base rights and generally to "prevent economic instability which would 
threaten U.S. political interests and to prevent exclusive economic dependence 
on Sino-Soviet aidu.l±/ . 

Y Memorandum of October 18, 1961 from the President to the Secretary of 
State printed on page 10543 of t11e Federal Register, November 9, 1961. 

V. Section 211 (b) of Title II" Chapter 2 of the Act. 
3/ Public Law 87-195 of September .4, 1961 relative to AID. 
~ An Act for International Development: a program for The Decade of 

Development, Summary Presentation June 1961. 
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The reduction in the scale of' assistance under this head from former 
years, e .• g., 1960/61 appropriations of some $900 million under "Defense 
Support" and nSpecial Assistance" - is likely to be offset by greater re
liance on loan assistance and on the provision of surplus connnodities under 
the Food far Peace Program_!/ 

Surveys of Investment Opportunities 

One of the most interesting and novel pro~s~ons of the New Act 
authorizes the govemment to participate in the costs of surveys of inv~st
ment opportunities undertaken by any person; the limit to its participation 
is 50% of the total cost of any such survey. Should the individual decide not 
to undertake the investment made possible by such a survey, the results of 
the survey become the property of the U.S. Government. 

The Act authorized the appropriation of $5 million for use beginning 
in fiscal 1962 until expended, but Congress appropriated only $105 million 
for this year. 

Investment Guarantees 

Title III of Chapter 2 of the Act for Internationa+, Development relates 
to the investment guarantee~ program-·of the U .. S. Governmenti.~ In essence, it 
incorporates the features of the old ICA and DLF investment guarantees pro
grams and somewhat enlarges the scope of the risks covered. 

I 

The investmellt guarantee program is designed to stimulate investment 
in underdeveloped countries. By itself, it does not lead to a transfer of 
resources in the same way as loans or grants. A brief sketCh of its scope 
is therefore sufficient for the purpose of this paper. 

The Act authorizes the insurance of U.S. investors against the follow
ing types of risks: (a) inconvertibility (b) loss due to expropriation or 
confiscation and (c) loss due to war, revolution or insurrection. The 
total face value of guarantees against such risks shall at no time exceed 
$1 billion. 

There is also provision for an all-risk guarantee (except against 
fraud or misconduct) up to 75% q~ the investroont lIin those special and 
specific cases which occupy an agreed high priority position in the host 
country I s development plan". The total face amount of such investment 
guarantees may at no time exceed $90 million. A similar guarantee will be 
available for investments in pilot housing projects in Latin American coun
tries; the face amount of such guarantees may not at any time exceed $10 
million. 

Y SUlfFary Presentation of "An Act for International Development". 
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B. Food for Peace 

An integral part of the U.S. foreign aid program has been assistance 
through the trans~er of surplus agricultural commodities to aid recipient 
countries. The new foreign aid program further emphasizes the role that 
surplus agricultural commodities can play in foreign economic development 
through the integratiQn of the various facilities for such assistance author
ized under the Agricultural Trade Development and Assistance Act, as amended, 
o£ September 4,~61Q 

The objectives of the Food for Peace Program are essentially those of 
the old so-called PL 480 program. They are J chiefly, to permit increases 
in food supp~ more rapid~ than domestic production and import on conven
tional terms would allowJ to improve nutritional standards in recipient 
countries, and to provide buffer stocks against natural catastrophes. 

These objectives are to be achieved through assistance under the four 
Titles of the Agricultural Trade Development and Assistance Act, as amended. 

Title I of the Act relates to sales of surplus agricultural commodities 
for foreign currency_ Title II authorizes the U.S. Government to extend 
grant assistance for famine relief and other extraordinary relief require
ments of friendly nations, including relief uto friendly and needy populations' 
without regard to the friendliness of their government". It also permits 
the use of these commodities on a grant basis for work relief projects 
~~th some of the foodstuffs sold on local markets to provide cash wages for 
workers. Title III authorizes the Government to barter surplus agricultural 
comnlodities for commodities not produced in the U.S. or in exchange for 
strategic or other materials. It also encompasses donations of surplus 
agricultural commodities to voluntary relief organizations (e.g., CARE)o 
Title IV relates to long-term supp~ contracts and long-term credit to 
countries in course of economic development for purchases of surplus 
agricultural commodities for domestic eonsumption. Such credits vull be 
repaid in dollars, may extend to as long as 20 years and will bear an 
interest rate in line with the Treasuryls borrowing rate. 

Sales for foreign currency under Title I of the Act is the core of the 
Food for Peace Program. The Act authorizes the negotiation of sales agree
IDent$ between January 1, /,1962 and December 31, 1964, in an amount which 
wi,ll call for appropriations to r~imburse the Commodity Credit Corporation 
(oee) in an amount not exceeding '$h.5 billion. The con1.l'Tlodities will be sold 
at world market prices which generally correspond to two-thirds of cce's cost price. 

In negotiating these sales agreements, the Government is urged to en
sure that private trade channels are used to the maximum extent practicable 
and that such sales do not disrupt the world market for such commodities~ 

Local currency accruals from Title I sales are to be used by the U.S. 
for a variety gf purposes envisaged in the Act, e.g., to pay U.S. obligations 
abroad, to help develop new markets for U.S. agricultural commodities (5% 
of total sales each year to be set aside for this purpose), to purchase 
strategic materials and, most importantly, to make loans for promoting multi
lateral trade and economic development. 
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Section 104(e) of the Act requires that not more than 25% of local 
currencies aCbruing from these sales may be used for loans to U.S. enter
prises abroad or to domestic firms. Such loans may, at the option of the 
borrower, be repaid in foreign currency. 

A new feature of the Act authorizes the U.S. Government to sell local 
currency accruing to its credit to tourists a.gainst dollars,. 

The authorization for food grants for famine relief and other assist
ance under Title II is $300 million in each of the calendar years 1962 
through 1964; this amount againJ represents. CCC's costs and does not 
reflect the world market prices of commodities shipped. 

The administration of the "Food for Peace" program" as in the case 
of the PL 480 program, involves several agencies, viz.,the Departments of 
Agriculture and State and AID. In brief, the Department of Agriculture 
determines the availability of surplus agricultural commodities,:! the state 
Department deals with over-all policy matters and AID determines the major 
uses to which the surplus commodities will be put. The division of inter
agency responsibility is not, however, very clearly fixed. 

C. Export-Import Bank (Eximbank) 

The Eximbank was established in 1934 and is the principal agency of 
the U.S. Government engaged in international lending on conventional bank
ing principles. Its loans, which are made under the authority of the 
Eximbank Act of 1945 as amended, are dollar obligations repayable in the 
same cur:r:'ency. 

The Eximbank has a capital of $1 billion subscribed to and held by 
the U.S. Government. In addition, it can borrow from the U.S. Treasury to 
finance its loan operations. The present lend.ing authority is ~)7 billion:,,1 

The Eximbank can make available loans and credits and guarantee 
credits. 

Types of Loans 

Loans made by Eximbank fall in the following categories: 

a. Commodity credits involving short-term financing (about 1 year) 
of exports of specified raw w4terials and foodstuffs from the U.S., 

b. Nedium-term Hexpo;rter credits" of up to 7 years for financing 
exports of capital equipment and consumer goods and with a view 
to enabling U~S. exporters to meet credit terms offered by 
competing foreign suppliers, 

c. Investment loans to private firms, foreign as well as domestic, 
to finance specific investment abroad; ordinarily such loans 
carry a guarantee and have a maturity of 5 to 10 years, 
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d. Developmental loans to foreign governments, polj.tical sub
divisions and agencies thereof with or without guarantee depending 
on individual circumstances; such loans may be for financing 
specific projects or occasionally for a group of projects within 
the framework of a generalC-ae~elopment program and may be for 
up to 20 years, and 

e. Balance of payments loans to foreign countrie s to enable them 
to maintain essential imports from the U. S • The term of the se 
varies; generally they are up to 8 to 10 years. 

Terms of Loans 

<:.The general lending policies ;of Eximbank may be °au.mmari'zed as iiollows: 

a. The loan should be for a specific purpose and there must be 
reasonable assurance of repayment in U.S. dollars. 

b. Financing covers only the foreign exchange costs of a project 
and is confined.: to purchases of materials and equipment produced 
in the U.S. 

c. Eximbank is not precluded from lending, under exceptional 
circumstances, to a foreign government which is in default on 
its obligations to the U.S. 

do Eximbank does not always insist that its loans be guaranteed; 
when it does, it is prepared to accept a guarantee by a foreign 
central bank or even a commercial bankls guarantee. 

e. Eximbank is not to compete with private capital or engage in 
equity financing. 

f. The Eximbank may sell portions of its loan portfolio to 
commercial banks. 

g. Loan maturities are arranged in a.ccordance with the circumstances 
of each case. Interest charged depends on the maturity of the loan 
and generally dep ends on what the Bank itself would have to pay 
for similar accommodation from the Treasury; the current lending 
rate is about 5-3/4% to 6%. 

Volume of Lending 

As of December 31, 1961, the cunrulative total of Eximbank's activdi 
authorized dollar credits was $8.0 billion. Funds disbursed by Eximbank 'i 

amounted to $5.9 billion and the total amount of credits outstanding was \: 
$3e7 billion. 

1/ Total·credits authorized since Eximbank1s inception amounted to $11,,8 
- billion as of year-enq 1961; of this $3 6 8 billion had been fully repaid 

as of that date. 
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The bulk of Eximbank' s active dollar credits was to Latin America 
($3.4 billion), and Europe ($2.8 billion); together the.y amounted to 78% 
of the total of $8.0 billion. 

The average annual rate of new credits authorized by Eximbank in the 
five years ending 1959 was around $0.6 billion p.a.; in 1960 it rose to 
rather more than $00 8 billion and in 1961 it was somewhat less than $0.8 
billion.. The rate of disbursements which averaged approximately $00 4 billion 
p.a. over the past several years rose to rather more than $0.6 billion 
in 1961. 

~ort credits and guarantees 

The present Eximbank program of uexporter credits fI and guarantees 
is of relatively recent origin; it dates back to 1953 i.e., around the time 
when the world market for U.S. exports changed from a seller's to a buyer's 
market. More recently as a result of the pressure on the U.8. balance of 
payments, several changes in the program have been made and the Bank is 
now in the process of finalizing a new scherr~ of export-credit insurance 
which may be put into force in February 1962. 

Under the program as presently administered, it is possible for a 
U .8. exporter to obtain Eximbank assistance in one of several ways. He may 
(a) obtain its political-risk guarantee in respect of short-term transactions, 
(b) obtain a comprehensive guarantee covering boi1h political and commercial 
risks on medium-term transactions, (0) get the Bank itself to finance medium
term credits or Cd) Secure the funds needed to finance medium-term transactions 
through the intermediary of the Bank. 

(a) The short-term political-risk guarantee is available for all 
transactions involving credit up to 180 days. It covers risks arising from 
inconvertibility or non-transierabili ty of local currency, cancellation of 
import permits and import restrictions and losses arising from war, civil 
disturbances or expropriation. The maximum coverage is limited to 90% of 
actual losses. The fee corresponds to 00 25% p.a. computed on the balance 
outstanding. In order to obtain this guarantee, the exporter must, however" 
offer the Bank allot his sho~-term business; i.e., he cannot seek cover 
only in re~ect ot selected transactions. Eximbank limits itself to 
underwriting the political risks in order 'that private companies may be 
encouraged to insure credits against the usual cOll1llM3rcial risks. 

(b) 1·0 be eligible for the Bank's medium-term guarantee, it is nec
essary that at least 10% of the invoice value of an export contract is paid 
for by the foreign buyer. Of the remaining 90% representing the so-called 
"financed portion of the transaction", the exporter is required to assume 
at least 15% at his own risk. Eximbank is then prepared to guarantee the 
credit against political as well as commercial nsles provided that it is 
not required to finance allY pa.rt of the credit. The maximum period for which 
the guarantee wo'Uld run is S yea.rs except in the case of e~orts of jet
aircraft when the period may be as high as 7 yea:rs. The fee charged by Exim
ba.nk for this kind of comprehensive policy averages 1.5% p.a. based on the 
balances outstanding. 
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In lieu ot the comprehensive guarantee, an exporter ha.s aJ.ways the 
option to ask for coverage against political risks only on the same terms 
and conditions that apply to short-term credits. 

(c) When an exporter is unable to arrange for the f(inancing of a 
medium-term. transaction, Eximbank stands ready to assist him to the extent 
of 85% of the "financed portion't ; i.e., the purchaser has to pay 10% of 
the invoice';"value by deliver.v date and the exporter himself has to assume 
at le~st 1,% of the balance. 

The initiative for negotiating such medium-term credits ordinarily 
comes from the U.S. exporter but once made the loan is treated as a IIforeign" 
loan in the name of the importer. Such credits are made on a "non-recourse it 

basis, i.e.j the risks involved. in making the credit are borne by Eximbank 
except for that part (15%) retained by the exporter for his own account. 

(d) With a view to encouraging more direct participation in rr.edium
term export credits by U.S. commercial banks and other private financial 
institutions, Ex:Unbank introduced a new guarantee scheme in October 1961. 
Under this scheme, a participant bank is required to provide ths funds 
needed to cover the 1Ifinanced portion" of each lOOdium-term transaction; 
Eximbank will guarantee the participant bank against political risks up to 
the full amount of its participation. But since a participant may not want 
to incur all the commercial risks involved in any such transaction, Eximbank 
i~~ also prepared to guarantee against commercial risks that part of each 
tr~nsaction in respect of which the participant bank seeks Exirrbank protec
tic.'.n. To be eligible for this, participants must, however, assume at least 
50%\. of the risks in respect of credits up to 2 yearsl maturity e.g., in 
the Ipase of a 1. year credit, the risks in respect of the first 6 monthly 
paym~nts have to be borne by the participant. In the case of 3, 4 and 5 
year credits the participant bank must asswne the risks on at least the 
first 18 monthly installments. Eximbank will not, however, extend its 
guarantee if it is required to purchase from the participant aqy part of the 
later maturities. 

In order to enable Eximbank to undertake guarantee obligations on this 
broader basis, it was legislatively authorized in September 1961 to insure 
U.S. exporters against political and. credit risks up to $1 billion outstand
ing at any time. The Bank is required to hold $250 million as a ;reserve 
against suCh liabilities. 

As mentioned earlier, a new scheme for the issue of comprehensive alJ:
risk export credit insurance is soon to be put into effect. Under this 
~~chetneexport credit insurance will be issued through the Foreign Credit 
Insurance Association (FOIA), a voluntary unincorporated group of major 
U.S. insurance companiese Exporters will be offered a single comprehensive
risk policy against bot!?,. political and commercial risks. The commercial 
risk will be :insured jointly by FOIA and Eximbank and the political risk 
will be underwritten by Eximbank. 
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The original expectation was that the entire program comprising both 
short-term and medium-term credit insurance would become effective qy February 
1, 1962. But because details in respect of the medium-term insurance program 
have yet to be fully worlced out, it has now only been possible to implerr.ent 
the short-term credit insurance program. 

This program became effective on February 5, 1962. It provides that on 
short-term credits of one year or less the foreign buyer need not nake any 
cash payment. The U.S. exporter must assurre 15% of the commercial risk and 
5% of the political risk and must be prepared to insure the whole volume of 
his short-term credits through FeIA.. 

The insurarce facilities 'Will be a.vailable in respect of all short-term, 
deals involving exports to "friendly countries". Premium rates for exporters 
who insure the whole volume of their export business through FOIA m11 vary 
according to the terms of payment for the exports and the country of the 
foreign buyer. The.y will range from $0.20 to $1.72 on each $100 of gross 
invoice value. 1/ 

In the first instance, FOIA will issue policies covering a period not 
exceeding 180 days; however, under appropriate circumstances, FOIA may issue 
polici~s for up to 1 yearo 

In the case of small exporters who have sold less than $50,000 abroad 
in the preceding year, FerA coverage will be limited to 2 years or $100,000 
of guaranteed exports whichever comes first and will not be renewable. The 
policy will cover 90% of both commercial and political losses on credits not 
in excess of 180 days. Small exporters need not, however, undertake to insure 
the whole 'V'olume of their business with Fell; i.e." they tray obtain cover 
against selected transactions. 

The new guarantee arran gerren ts will replace the short-term political 
risk guarantee program described in sub-section (a). However, till the old 
guarantees issued under that program run out, Eximbank "Will be liable for 
guaran tees undel' both the old and the new programs. 

According to present indications, the guarantee program for xoodiurn-term 
export credits (i.e., credits with a maturity in excess of 1 year) will be 
made available on the following basis. The foreign buyer will be required to 
make a cash paywent of at least 10% of the invoice value of the consignment 
before delivery. or the remaining 90%, the exporter must assume 15% and the 
balance will be covered by FeIA guarantee. Exporters who sellon credit at 
medium-term may insure with FeIA against selected risks without having to 
insure the whole VOlUIOO of their export business. It may be some months before 
the medium-term insurance program goes into effect. 

Insurance of. Cotton am. Tobacco Exports 

Under Public Law 30 of the 8;rd Congress, Eximbank is also authorized 
to insure cotton and tobacco exports ,against loss from war on expropriation 2/ 
up to $50 million. Its liabUi ty in respect ot unexpired policies was $1 -
million as ot June 30, 1961. 

!1 EXPort-Import Bank or washington~ Press Release of January 30, 1961. 
]V Proponents ot the. legislation contended that such insurance was not available 

through private sources and that it would facilita.te the movexoont of' large 
cotton stocks held in the U.S. 
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:\ 
Bilateral'Assistance on Public Account to Underdeveloped \\UNITED STATES: 

~ 
Countries J 1956-1960* \\ 

(in millions of U.s. dollars equivalent) 

" 

1956 1951 1958 1959 1960 

Net Official Grants!! 1288 1)02 1342 1394 1481 
'\\ 

\:\ 

New Official Loans 

Gross 332 422 804 751 854 
Net 236 150 66, 596 684 

Consolidation Credits 

Gross 66 214 112 3 
Net - 52 12 157 30 - 72 

Net assistance through 
sales of surplus agri-
cUltural commodities 
for local currencyS! 

454 569 239 247 436 

C>Total 

Grossl! 2074 2359 2599 2504 2774 
Net 1926 2033 2403 2267 2529 

y. Original data are shown~. 
~ Claims acquired by the U.S. less currencies disbursed. 
J( This is not truly gross since 11 and g; are shown only on a net basis. 
* Data refer to disbursements. 

Source: OEEC: -
OEOD: -

liThe Flow or Financial Resources to Countries in Course 
of Economic Development, 1956-59", and 

"The Flow of Financial Resources to Countrie s in Cour se 
of Economic Development, in 1960". 
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CHAPTER II 

FRANCE 

French foreign economic assistance on public account has been of 
very great signi£icance to the economic development of overseas countries, 
particularly to those in the Franc Zone. The annual contribution in the 
5 years 1956-60 averaged about $820 mdllian gross most of which was in grants 
and long-term credits. Net assistance in 1956-58 averaged the equivalent 
of some $770 million a year. In 1959, it rose to $805 million and in 1960 
it was at $780 million.!/ 

As a proportion of GNP , the French contribution in these years averaged 
about 1.6% annually, i.e., a substantially higher proportion than th::1,t con
tributed by apy other country. 

Excluded from this disQul3sion are: assistance provided by France in 
support of local budgets, current administrative expenditures and various 
capital expenditures financed out of budgeta:ry appropriations of the various 
French ministries concerned although the magnitude of such assistance is 
included in the figures cited earlier. Neither does the paper discuss 
t~chnica1 assistance, subsidies and assistanc~ extended through the "Fonds 
de Soutien des Textiles d'OUtre-Mer" to cotton growers and through the 
"Fonds National de Regularisation des Cours Produits dIOutre-Mer" to nCai~es 
de Stabilisation des prix"; the foreign exchange facilities available to 
countries through membership in the Franc Zone are also not dealt with here. 
However, the export credit program is deaJ.t with in a separate section to 
bring this chapter in line with others in Part I. 

I.Investment Assistancg 

The discussion in Sections A, B & C which follow is limited to a 
description of the various agencies which except for the Fonds dlAide at 
Cooperation which covers all forms of external aid, were specially established 
by France for the channeling of its investment assistance. Investment expen
ditures averaged some $475 million equivalent in the 5 years under review and 
corresponded to about 60% of the total assistance referred to earlier. The 
bulk ot these expendit~es (some $430 million annually) was accounted far by 
specific social and economic projects included in the dev'elcpment plans of 
individual countries. The remainder consisted of expenditures (depenses non 
ventil~es) not sp ecifically allocable to individual countries such as those 
undertaken b,y the specialized bureaus for petroleum prospecting and develop
ment" Wrastructure investments in the field of aviation etc. 

The scope of this assistance and the agencies through which it is 
channeled have been determined by a number of factors including the closeness 
of the administrative links with the Metropole, historical developments, 
differences in geographical location and variations in the economic evolution 
of the countries ~$sisted. ~he.countries in questio~ may, therefore, bs 

17 OEEC: "The Flow of Financial Resourc.es to Countries ill Course of Economic 
- Developm.ent, 19$6·,9" and a similar study foX" 1960 by OEOD. 
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grouped with respect to the basis for a.ssistance as fo110"1s: (a) OVerseas 
fferritories and Departments (b) Countries with bilateral economic cooperation 
agreements with France and (c) all other countries. 

A. Assistance to Overseas Territnries and Departments. 

Througn FIDES and FIDOM 

In the past, France provided developJOOntal assistance primarily to 
its OVerseas Departments (DaM) and Overseas Territories (TOM). The Overseas 
Departments are and have been Guadeloupe, Guyane, Martinique and Reunion. 
But with the achievement of independence b.Y most African countries, the 
number of OVerseas Territories, has been reduced to Comeres, COte francaise 
des Somalis, Nouvelle-Caledonie,Polynesie francaise, St. Pierre-Miquelon, 
Terres Australis et Antartiques and the islands 'of Wallis and Futuna. 

Themachiner,y for channeling developmental assistance to these areas 
remaihs the same as that established in 1946 when the law relative to the 
);trench public investment program (the Monnet Plan) was enacted. At tha t 
time two separate but similar funds were established; the Fonds d'Investisse
ment pour le n6veloppement Economique e,t Social des Terri toires d I Outre-Mer 
(FIDES) in respect of the Overseas Territories, and Fonds dllnvestissement 
des Departements d'Outre-Mer (FIooM). 

FIDES and FIDOM have no cO'lporate existence but are strictly "funds". 
These funds not only fin~ce project expenditures in individual territories, 
i.e., projects directly benefiting the territory in which they are located, 
but .also finance projects of general and inter-regional importance requiring 
central coordination and benefiting groups of territories. The latter type 
of e:xpendi tures include subscriptions to the capi tal of public and semi-public 
entities in the Overseas Territories. They fall wi thin the scope of the so
called ttsection gen6rale l1 of FIDES md FIIDM and are wholly financed out of 
grants-in-aid from the French Treasury. 

Expenditures in respect of projects of direct interest to individual 
Territories or Departments come under the "sections locales ll of FIDES and 
FIDOM. These are projects that fall within the scope of the developmental 
plans of eaoh Territor.y and are jointly financed o~t of contr~butions from 
the Metropole and local budgets. Until 19.59/60 the share of local budgets in 
such FIDES expenditures corresponded to only 10% (formerly as high as 45%); 
the corresponding proportion in the caSe of FIDOM was 15%. Even these srrall 
amounts could, however, be bo~owed under 25-year l~ans at 10.5% from the 
Caisse Centrale de Coope'ration Economique (CCCE) which i teel! derives its 
resources from the Metropole and is the agency for administering FIDES and 
FlDOM funds. Virtually the whole amount of FIDES a.m FIDOM investment expen
ditures were therefore net out of funds originating from the Treasury. In 
1960, for example, the total budgetary authorizations .fior FIDES am FIDOM was 
NF 89 lllillion of which NF 57 million was in respect of "section generale" and 
the remaining NF 32 million for "section locale " • For FIEOM aJ.one the 
1960 authorization was NF 68 million of whioh NF 20 million for "section locale".l -' 
!l Source: Sixieme Rapport du Conseil de Direction du Fonds de D~veloppement 

~conomique et Social, ,)published in the March 1961 issUe of StlC;i. tis ... 
tiques et Etudes Financ:Leres, Ministere des Finances; Vide p C\ ,51,-
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Investment financing of territorial developmental projects tm~ough 
FIDES as well as FIDOM generally takes the form of grants. Al though a small 
part of eJqJenditures was fittanoed:by loans. the distinction between 'grants 
and l(-'ans has become rather tenuous; to all intents and purposes the entire 
amount of FIDES en d FlOOM expendi tures are to b-d regarded as II grants n .1/ The 
only obligations incurred by the Territories and Departments that are strictly 
to be regarded as loans are those owed to the CCCE in, respeot of the loans 
made by it out of its own resouroes as described later. In 1960, far example, 
disbursements on loans made by CCCE out of its own resources amounted to NF 93 
million of which NF 14 million was in the Overseas Terri tories and NF 79 million 
in the OVerseas Departmentso 

Through CEDA and OCRS to Algeria and Sahara 

The financing of developmen t in Algeria and French Sahara is undertaken 
through other special agencies. 

The '!Caisse dtEquipement pour le d6eloppement de LIAlge'fie l1 (CEnA) is 
the principal channel through which the Metropole finances Algerian investment. 
The 1960 Budget provided an authorization of NF 1,140 million far investment in 
Algeria. Of this" NF 1,000 million was grant assistmce" NF 136 million was 
for low-cost housing loans and NF 4 million for direc~ expenditures on Posts 
and Telegraphs. £/ 

In addition to the funds appropriated to it in the French Budget, CEDA 
received in 1961 loans amounting to NF 81 million from the French Treasury and 
raised another NF 120 million on the capital market with the guarantee of the 
French Treasury. 

L'Organisation Commune des Regions Sahariennes is the agency through 
'Which investment aid is channeled to the Saharan region which comprises of the 
two departments of Saoura and Oasis and the northern parts of the adjoining 
RepUblics of Mali, Niger and Tchad. The bulk of such assistance consists of 

, Metropolitan grants-in-aid; they amounted to NF 133 million in 1960. In 
addi(tion" direct expenditures of NF 7 million were met out of the Metropolitan 
Budget making a total of NF 140 million far 1960. 

B. Assistance to Countries under Bilateral.. Economic Cooperation Agreements. 

Through FAC 

When most of France I s OVerseas Territo:'ies in Africa achieved internal. 
autonomy in 1959, the mechanism of channeling foreign aid was revamped. The 
newly designated "Fonds d l Aide et de Coop€rationff (FAC) took over the functions 

17 Source: -
y Source: 

Les Relati ons exterieures de la France oi ted in the UN 1 s "Economic 
Survey of Africa since 1950n• p. 216. 
Sixieme Rapport de Conseil de Directiondu Fonds de D6veloppement 
~conomique et Social pUblisned in the March 1961 issue of Statistiques 
& Etudes Financieres, Ministere des Finances; pp. 541 and 545. 
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of FIDES., FAC continues to be the agency for administering aid to the follow
ing countries even after they became fully independent in 1960: Congo (Brazza
ville), Cate dllvoire, Dahomey, Gabon, Haute Volta, Malagasy, Mali, Mauritanie,' 
Niger, Republique Centrafricaine, Senegal and Tchad. Besides, FAe assistance 
is ~~o extended to the old Trust Terri to~ies of Cameroun and Togo. 

---;~ 
\,:; 

Ulllike FIDES, its predecessor, Which hag concerned itself only with 
investment financing, FAC covers all forms of French external aid including 
the provisi on of experts and technical. assistance and the, extensi on of budget
ar,y subsidies when necessary. Moreover, in contrast to FIDES, FAC does not 
receive any contribution fram the overseas countries and thererore finances 
its eJePenditures entirely out of French sourcesCl Since 1961 FAG assistance 
to these count:fi.es has consisted wholly of grants. 

The provision of aid through FAC, which has' nm·j been placed under the 
fu'ection of the Ministry of Cooperation, takes place under a system of bi
lateral treaties between France and the countries concerned i.e., the French 
speaking countries in Africa South of the Sahara and Malagasy_ Requests for 
aid have to emanate from the countries concerned on their own ini.tiative and 
have to he related to an over-all program of deveJ.opmen t showing clearly how 
the program is to be financed. FAC may then assis t in the financing of these 
programs tlu"ough grants as well as loa~ns; to date its assistance has consisted 
entirely of grants. 

The Metropolitan Budget for 1960 authorized expenditures of NF 372 
million by FAC for 1960; the authorization for 1961 was. higher at NF h53 million. 
The distribution of these funds by broad purpose is approximately as follows: 
agricultural development, 33%; transport and communications, 25%; social 
projects, 20%; scientific and other research and mining prospecting and develop
ment, 15%. 

Througli CCCE 
If 
l' 

In addition to the assistance made availabl\~ by Jrance to these coun-
tries through FAC, "La Caisse Centrale de Coope'rati:,pn Economique U (CCCE), 
mentioned earlier, also extends loan assistance. Tfi~, total amount lent by 
it in 1960 was NF 232 million as against NF 246 millf~n in 1959; the source 
from. which these figures are drawn dces not give a breakdown by individual 
borrower countries. '};/ 

eCCE also operates in the French Overseas Territories and Overseas 
Departments. The volume of its lending in 1960 in these areas is indi ~)ated 
in Section A of this ch~pter.o Its functions and operational procedures may 
briefly be described as follows. 

In the first place, eCCE is the agency which administers project 
expenditures undertaken by FIDES, FIOOM and FAC; it also administers the Fonds 
de Soutien des""/Te:l{t,iles d'Outre-Mer and the Fonds National de R{gularisation 
c;i~s Cours de Produits dlOUtre-Met mentioned ea:p~i~r in this chapter. In 

11 Sourcei Sixieme Rapport deConseil de Direction du Fonds de n6ve1oppement 
fcq.nomique at Social published :in the March 1961 issue of Sta tistique 
& Etudes Financieres, Ministere des Finances; Vide p.551. 
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actual fact, CCCE is the successor agency to the old Caisse Centrale de 1a 
France d I OUtre-Mer. 

Like its predecessor, CCCE is not merely the administrative agency 
of FIDES, FIDOM and FACe eCCE is also endowed with other resources specially 
put at its disposal by the French Treasur.y for its own account. 

In dealing with its own funds(uop{rations propres n) eCCE ~perat~s as 
any other develoPJll3nt b~,nk. It makes medium and It.)ng-term Inans to a. variety 
of entities~ public, qllaGi-pub2ic as well as private. eCCE participates as a 
shareholder in the capital of public and semi-public corporati(}ns but although 
auth6r~.z(jd to participate in the capital of the private enterprises it finances, 
it does so only rarely. Besides lending out of its own resources, CCCE also 
guarantees loans made by others. 

eCCE lends out of its own resources only when the project financed is 
of a self-liquidating nature. 

The terms and conditions of CCCE loans vary from case to case" Generally) 
where the borrower is a private enterprise, it lends up to 50% of the project 
costs; in the case of projects of public or semi-public authorities, eCCE l~nds 
up to 100% of project costs~ Loans to public authorities are from ]~O to 20 
years and bear a rate around 2-1/2%; those to private borrowers are 7 to 30 
years and carry a rate of around 5-l/2%. 

C. Assistance to Other Countries 

French financial assistance to other countries is of relatively minor 
importance; most of this is to countries formerly associated with France.;; 
There are no specialized agencies through which such assistance is channeledo 
Aid funds are normally appropriated in the Budget of the Ministry of For sign 
Affairs and are occasionally met 'i"'y the Trea"ury r>roper out of too over-all 
funds allocated to it in the Budget. 

Morocco and Tunisia receive larger and more continuous assistanc~ than 
others. The French Budget for 1960, for example, included authorizations of 
NF 80 million in respect of these two countries; the 1961 Budget provided 
for a rather smaller anount, viz, NF 53.,8 million. It is not clear whether 
this consists of loans as well as grants; the presumption is that it, is wholJ.y 
grants. 

South Vietnam, Cambodia and Laos were provided NF 20 million :in the 
1960 Budget. In March 1960, a Franco-Vietnamese agreement on economelc and 
financial cooperation was reached. Under this agreement, a credit for IF 50 
million was opened in a special account of the French TreasUIy for financing 
at long term South Vietnamese purchases of French equipment. The lOem is 
being channeled through aCCE (further details are not available). 

France has also ... made other loans mostlYJ consolidation crem tis, to 
Turkey and Spain. In 1959 she made consolidation credits of the equ:i valent of 
$7$ million to Turkey and $5 million to Spain.ll In additiQn, FrancE~ made a 
loan of the equivalent of $1.5 million to Turkey in 1958; it carries an inter~st 
rate of 5-3/4% and is repayable in 1969. Consolidated credits mane in 1960 
amounted'to $11 million equivalent. 

y OEEt: "The now of Hnancla! Resouree$ to .... Countries in Course of Economic 
Development 19$6-59~. 
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Under a law enacted in August 1960, the French Government was author
ized to assist foreign countries through long-term loans for the purchase 
in, France of equipment goods. These loans may be made to foreign governments 
or other public agencies and may take the form of consolidation cred~;?s. 
As of the end of 1961, for example, France had undertaken to assist ~ndia 
to the extent 01' the equivalent of $15 million and to assist Pakistart'i\to 
the extent of $10 million; these commitmehts were made at the meetings of 
theIBRD consortia. 1/ 

II. Export Credit Financing and Guarantees 
./ 

du Commerce Exterieur, (BFCE) is a specialized 
e purpose 0 ac~ itating the financing 

of foreign trade, principally exports. It does this by way of acceptances, 
discounts and guarantees and in effect acts as an intermediary between com
mercial banks and the Bank of France mainly by giving its guarantee to short 
and medium-ter.m bills which commercial banks may rediscount with the Bank 
of France. 

BFCE is a semi-public institution now with a capital of NF 15 million 
which is 3 times as large as it was at the time of its inception. Its 
capital is held by tYJ Bank of France and the Caisse des Depots et Consigna
tions each of which holds 25% of its shares; the balance is held by the 
Cr6dit National, the Caisse Nationale de cr6dit Agricole and other nationalized 
banks. In addition to its capital, BFCE is authorized to borrow both domesti
cally as well as on foreign markets to finance its operations. 

Export credits are ma~e to the French exporter or , occasionally, l3.n 
intermediary, but never to the foreign buyer. The credits are madeava:Llable 
in respect of exports to all foreign countries and other independent countries 
that are members of the Franc Zone. 2/ The exporter is required to finance 
up to 20% of the invoice value. The-maximum period for an export credit is 
5 years from the date of despatch of goods but an exporter may avail himself 
of pre financing facilities of up to 2 years; in exceptional cases involving 
large-scale capital projects this may be extended to 2~ years. 

Credits in excess of 2 years' maturity have/to be insured with the 
Compagnie Franqaise d l Assurance pour'le Oommerce Exterieur (COFACE). The 
cost of medium~termcredits varies depending on the nature of the contract 
and the discount rate. The rate for contracts with public authorities is 
lower than that for private entities; as of the end of 1960 the rate inclusive 
of commissions, amounted to 4.575% in the case of the former and 5.175% for 
the latter .. 

The total~ runount of credits extended by BFCE in 1960 was NF 303 billion 
of which NF 2.4 billion were guaranteed credits. 1/ 

17 IBRD press releases and DEOD nThe Flow of Financial Resources to Countries 
- in Course of Economic Development in 1960~!. Commi tmen ts in respect of an 

additional $15 nti.llion were made at the January 1962 meeting of the con
sortium for Pakistan. 

2/ OEEC: "The Flow of Financial Resources to Countries in Course of Economic 
- Development 1956-59" .. 
JI Banque Fran9aise du Comme'rca Exterieur, Rapport 1960. 
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/ 

The Compagnie Franqaise d'Assurance pour Ie Comm6rce Exterieur (COFACE) 
mentionersf earlier, :is the agency through which export credits are insured. 
It was eistablished in 1928 as a private company but since 1946 has come 
under gqhrernrnent control and therefore enjoys a special status although it 
continu~s to be a private joint stock company. Its capital of NF 2.25 
million is held by the Caisse des Depots et Consignations, the Credit Nat
ional, the Banque Francaise du Commerc~ Exterieur, the nationalized banks 
and insurance companies and the Societ~ Francaise d'Assurance pour favoriser 
Ie Cre'di t. ];./ 

Besides insuring against commercial risks in respect of short-term 
export credits, COFACE acts on behalf of the Government in covering political 
risks as well as risks arisi.ng from natural catastrophes. All guarantees 
given on behalf of the government have to be approved by the Commission 

I-:. . ~ / 
des Garanties et du Credit du Commerce EAterieur. 

COFACE administers one of the most comprehensive schemes of export 
credit insurance. Besides covering commercial, convertibility and political 
risks, it :insures the exporter against possible cost increases due to internal 
factors during the production period (i.e., prior to delivery). It also 
insures against losses arising from national catast~ophes after delivery and 
losses arising in connection with the exploration of export markets. 

COFACE offers two kinds of policies; short-term policies covering 
both commercial and non-commercial risks are extended on exports of consumer 
and semi-capital goods. Medium-term policies are made available for capital 
goods exports' or exports of ~1ole plants. Such policies, however, cover only 
non-commei'cial risks. 

The percentage of cover against commercial risks is 75-80%; in the case 
of political risks and natural catastrophe it is between 80-90% (sometimes 
even 95%); exchange risks are covered up to 100%; losses arising from domestic 
cost increase in. the production period are covered up to 100%. The maxim.um 
coverage in respect of losses arising from market exploration (e.g o , losses 
a.rising from participation in. foreign trade fairs!ladvertizing and stock-piles) 
is however 60%. The basis for insurance cover is the invoice value of goods 
expor ted.l! 

Premium rates depend on the nature of the goods, country of destina.tion, 
maturity of credit type of policy and the standing of the exporter. 

COFACE has been increasingly active in guaranteeing export credits; 
the volume of such credits guaranteed by it annually rose by roughly 1.5%" in 
1959 and 1960.3/ The bulk of the credit corresponding to some 70% of the . 
total l-TaS in respect of expori:is to underdeveloped countries. 

1:1 Export C'redit InsurD:nc~ and Export Credits at the end of 1960,Bank ~or 
International Settlc:l1ents.. . 

'l:/ Financing Foreign Operations, Business International 1961 and the BIS 
Study of Export Credit Insurance and Export Credit/at the end of 1960. 

1/ Compagnie Fran~aise drAssuran~'e ponr Ie Comm{rce Exterieur, Exercise 1959, 
and 1960. 
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As a result of legislation enacted in August 1960, it is now possible 
fo.r exporters in France to offer foreign purchasers of equipment credits in 
excess of 5 years and normally up to a maximum period of 10 years. This can 
be done through the Cr6'di t\'\National which will rediscount bills with maturi
ties in excess of 5 :Years;l}tneearIy matur:tties (5 years and under) will be 
covered by the rediscount i;acilities offered by the Banque de France. The 
Cr6dit National will ordinarily disc0unt the later portion of the longer 
d8;ped bills using funds which will normally be secured from the "Caisse 
des Depots", insurance companies and savings banks. But in case funds from 
the se sour ces are not adequate, it may draw;::>n the French Treasury which 
will also make good the difference between the rate charged by the intermediary 
agenci~s mentioned above and that charged by the Credit National itself which 
amounts to 6.5%.!/ 

The Act also authorizes the French Government to use the C~dit National 
as the medium through which it may make loans to foreign governments and 
their agencies for financing purchases of capital goods and equipment in 
France. All such loans have, however, to be approved by the French Parliament. 

The ceiling for long--term loans to be made by the Cre'dit National is 
the equivalent of $40 million annually. 

!1 LIAide iconomique Aux Pays Sous Developpes; Consei1 National du Patronat 
Francais, July 1961. 
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FRANCE: Bilateral Assistance on Public Account to Underdeveloped 
Countries, 1956-6~~ 

(in millions of U,S. dollars equivalent) 

1956 1957 1958 195~/ 1960 

~~ Official Grants 450 580 783 665 708 

Official Loans 
(excluding consoli-
dation credits) 

Gross 223 251 116 116 114 
Net 183 234 75 134 61. 

Consolidation Credits 

Gross - 6 11 
Net ... 6 II 

Total 

Gross 673 837 899 847 833 
Net 633 814 858 80, 780 

11 Revised. 

* Data relate to disbursements. 

Source: ~: nThe Flow of Financial. Resources to Countries in Course 
of Economic Development, 1956-59", and 

~: "The Flow of Financial Resources to Countries in Oourse 
of Economic Development in 1960". 
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CHAPTER III 

UNITED KINGDOM il') 

The United Kingdom ha.s over the years developed an extensive insti
tutional framework for public assistance to its colonies an1 to~nde-
pendent Commonwealth countries. According to OEEC/OSCD~SQu~e~'~'pjblic bi
lateral assistance to all areas combined has risen from around $140 mil
lion equivalent in 1956 to an estimated $300 million in 1960. These 
fib~es relate to brants , new loans and consolidation credits net of re
payments but exclude contractual repaj~ents on obligations incurred by 
the U.K. as also assistance through multilateral agencies. 

A. Assistance to Colonies 

Under the Colonial Development and Welfare Acts (C.D. &W.) 

Recognizing its special re$ponsibilities in regard to its colonies 
and the need for a special stimulus t~ the colonies for undertaking 
capital projects which private enterprise could nnt be expeoted to finance 
the U.K. enacted in 1929 the Colonial Develcpment Act which provided £1 
million a year to develop colonial agriculture and industry. The scope of 
this Act was greatly enlarged by the Colonial Development and Welfare Act of 
1940 which authorized expenditure of over f55 million in the ten years 
1941-1951 to enable the colonies to undertake long-term realistic programs 
of public development and permitted this money to be directed to "any 
purpose likely to promote the development of the resources of any colony 
or of its, people". Further Acts in 1945, 1950, 1955 and 1959 extended the 
life ~f the Act of 1940 and increased the total of money available. 

The Act of 1945 provided £120 million for the ten years to 1956; the 
Act of 1950 increased this to £140 million, while those of 1955 and 1959 
raised the total of money available in the period 1945-1964 to £315 million, 
of which £140.5 million falls to be spent in the five years to the 31st 
March 1964. At the same time these various Acts raised the total that may 
be spent in anyone year from £17.5 million, as provided in the 1945 Act 
to over £30 million. 

The actual flow of assistance under the C.D. & W. Acts has risen 
sharply over the years; expenditures in the period 1951/52- 1955/56 were 
75% above 1946/47-1951/52 and the annual rate in the three years 1956/57 
through 1958/59 was again some 25% above that in the preceding five years. 
Expenditures in 1959/60 and 1960761, around £26 million annually, were 35% 
above the level of 1958/59. 

1/ OEEC: ;'The Flow of Financial Resources to CountriGs in Course of Economic 
Development in 1950.59",and a Similar study for 1960 by GECD. 
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The total amount of funds committed under the C.D. & W 0 Acts in the 
period April 1, 1946 to March 31, 1961 was :E27503 million, almost all of which 
was in grants .1/ About one quarter of" the assistance has been for conmunications, 
primarily roads, and a like amount for agriculture including related services. 
The remaining half' was for social services with education and health accounting 
for the largest share. 

The procedure for extending C .Do & W. funds is as follows: except for 
a few common services, of which research is the most important, nearly all 
development has been planned and executed by the Colonial Governments. They 
have been encouraged to submit development plans covering a period of several 
years showing priorities and the source of finance, and have been informed in 
advance of the allocations of C.D. & Wo money to be made them oyer a given 
period,so ~t the work of development can be confidently put in hand. 
Within the:ir \pver-all programs, individual projects are then submitted for 
approval, supported by a detailed statement of how the project costs are to 
be financed and what part of such costs is expected to be met out of C.D 0 & w. 
allocations. On the basis of these requests, the Secreta!y of State for the 
Colonies, With the concurrence of the Treasury, makes a scheme for the amount 
sought. 

Schemes approved for O.D. & W. assistance may be for grants or loans, 
but in practic e almost the whole amount of CoD. & W. assis'bance has been in 
grants. On the rare occasions when a project has been financed by loans, the 
decision to use loans has been based entirely on the revenue-earning prospects 
of the project financed. Ordinarily, most Colonial Governments prefer to use 
C.D. & W. moneys for projects which are not directly revenue-earning; hence 
the preponderance of' grants (about 97%) in total C.D & W. assistance. 

In all but the poorest Colonies the U.K. Government expects the Colony 
to contribute to the costs of projects financed out of C.D. &W. funds; the 
exact proportion depends on individual circumstances and may vary from 5 to 
.50% of the total costs of the project. 

Colonies aChieving independence are precluded from fUrther C.D. & W. 
assistance, but to the extent that there are unspent balances from previous 
C.D. & WG allocations they are permitted to draw on them. 

1/ In the case of loans, the terms and conditions are so flexible as to pre
- elude generalization; some are interest free; others, such as a recent 

~ 6,42.5 loan to Grenada, do not stipulate any repayment conditions. A 
, :e .3 million loan to Malta in 1961 provides that no interest be paid in the 
first 3 years; thereafter it carries 5% simple interest; amortization on 
this commences when the project begins to earn profits. 
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Under Exchequer Loans 

In order to assist Colonies in raising loans for financing capital 
projects and in view of their rather limited capacity to raise money on 
the~ondon market the U.K. Government introduced a scheme of Exchequer 
loalls in 1959. In all, flOO million was provided for the five years 
1959-64 under Section 2 of the C.D. & ti. Act of 1959, with the proviso 
that not more than f25 million could be 50 used in anyone year. These 
loans are not intended to be a substitute for loans on the London capital 
market; indeed, it is implicit that a colonial government would first seek 
accommodation from the market on reasonable terms. The main purpose of 
the scheme is to ensure that a minimum of loan finance will be available 
to the Colonies at an appropriate time so that they may plan their invest-
ment programs. 

Exchequer loans are intended to supplement assistance channelled 
through the C.D. & W. Acts. They carr.y an interest rate 1/4% higher than 
the rate at which the Exchequer itself is able to raise the money. Maturi
ties are determined by individualcircUInstances; normally they do not ex
ceed 3Q,~\years. In 1959/60 lnans totalling :£17.5 million 'were made. Nigeria 
and Kenya ebch received a loan ()f fl.5 million with a 25 year maturity, 
but the lnan to Nigeria carried an interest rate ('If 6t'%, whereas the loan 
to Kenya bore 5-7/8%. 

The Cnlonial Development Corpnration (C.D .. C.) was established in 1948 
under the Overseas Resources Development Act of that year with a view to 
assisting overseas development on corrmlercial principles. Tn this end C.D. c. 
was authorized to (a) invest in productive investments directly operated 
by it~ (b) to invest in enterprises undertaken by other interests in the 
colonies and (0) to act as managing agents on behalf of Colonial governments 
or private interests. 

O.D.C.'s functions were broadened under the amending act of 1959 which 
also enlarged the financial resources of the Corporation. The C.D.C. is 
now authorized to continue projects in newly independent countries on which 
work had started prior to their independence. C.D.C. may, however, do so 
only 1..,i th the approval of the Secretary of state of the Colonies. Wi th 
the agreement of the governments concerned, it may also act as managing 
agents or perfo!"m advisory services in any independent country within the 
Commonweal thr~:J:J 

To enable it to carry out its statut~r,y functions, CgD.C. is author
ized to borrow long and medium-term funds provided that the amount out
standing of such obligations at no time exceeds £150 million. C.D,C. may, 
with the concurrence of the Secretary of the state for the Colonies, bor
row long and medium-term funds from the Treasury but at no time may the 
amount of its obligations in this respect exceed £130 million. O.D.Cg may 
also borrow short-term funds as long as no more than £10 million is 
outstanding. 

1/ Colonial Developmertt Corporation: Report and Accounts for 1960~ 
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The O.D.O. is expected to operate on commercial principles so that, 
over a period of years, it must pay its way, as well as paying interest 
on and repaying its liabilities to the Treasury. Each advance to the 
Oorporation is charged interest at the rate then prevailing and is based 
on the Treasury's borrowing rate for similar funds. Consequently the 
rate which the Corporation itself charges is based on that at which it 
borrows. The maximum maturity has been 40 years with a grace peri~d of 
7 years. Revised arrangements were int~oduced in 1961, under which these 
provisions will continue to apply to advances used by the O~rporation 
for investment in shares, but where the investment is in loans the period 
of repayment will be related to that of the capital repayment the Corpor
ation receives from third parties. The provision ef a seven year grace 
period on advances for all types of transactions has meant that the Oorpor
ation has accumulated liabilities in respect of unpaid interest, and a sum 
of f20 million in respect 0f this and other l;ia bili ties is henceforward 
relieved of i.nterest and will be repaid by instalments calculated by refer
ence to the Corporation's net annual operating profits. 

G.DoC. activities over the yea.rs fall into three phases\~ In the 
beginning, investments were mainly in prnjects directly owned and run by 
it. In the second phase (1951 to around 1953) there was greater emphasis 
on investments in public utilities under government guarantee. In the 
third phase, C.D.O. has increasingly favored partnership arrangements 
with local governments or private enterprises. 

As nf December 31, 1960, the aggregate total of O.D.O. commitments 
in respect of 91 projects was f109.5 mi1lion~ utilities a10ne accounted 
for some 52%, primary production and processing (i.e_, agriculture, 
forestry, processing and minerals) accounted for another 38%; the remain
der was in commerce and industr,y. Actual expenditures of some f65.5 
million were, however, much below commitments; roughly one third of this 
amount was in loans and advances and two thirds in equity investment. 

Assistance under the Oolonial Services Vote 

In addition to these various kinds of assistance to colonies, the 
U.K. provide$ budgetary assistance under the Oolonial Services vote for 
meeting current expenditures, as well as for emergency relief. This type 
of ass~ptance has averaged some f20 million in recent years. In fiscal 
1959/60'~ expenditures were approximately f2}.6 million. 

Almost all financial assistance granted by the UoK. under this head 
consists of grants-in-aid. Where assistance is through loans these are 
in most cases (for about 75% of the amount outstanding) free of interest 
and in other cases carry concessional rates of interest which hRve recehtly 
rangeq from 3% to 4i%. 
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B. Long~Term Capital Assistance to Commonwealth Countries 

Through the Export Credit Guarantee Department 

The principal channel through which the U.K. Government assists over-
seas independent countries is the crt Credit Guarantee De artment E.C.G.D.) 
which operates under the legislatjve authority of the Export Guarantees Act, 
1949,as amended. 

1/ 
Under Section 3- of the Act, E.O.G.D. is authorized to extend credit 

to overseas countries to enable them to purchase British goods. It does 
so by drawing on the Consolidated Fund against promissory notes drawn by 
the overseas buyer in payment for goods purchased in the U.K. 

Terms of Section J loans var,y depending on the circumstances of each 
case; maturity may extend up to 25 years. Interest rates are fixed at 1/4% 
above the rate at which the U.K. Treasury can itself borrow similar funds. 

E.C.G.D. is the channel through which the U.K. Government extends 
Commonwealth Assistance loans. These loans which are being made pursuant 
to a decision reached at the 1958 Conference of Commonwealth Finance 
Ministers, are meant to assist sound economic development in the independent 
Commonwealth countries by assuring them a flow of resources supplemental 
to those they may be able to obtain from other sources. 

Recent loans to India and Pakistan made as a result of the IBRD 
sponsored consortia meetings, for example, are for 25 years with a grace 
period of 7 years. 

ThrOu h the Commonwealth Develooment Finance Com an (O.D.F.e. 

Whereas the E.C.G.D. ~perates with Ex~hequer funds on behalf cf and at 
the direction of the U.K. Governments, the Commonwealth Development Finance 
Company was established in 1953 with the joint participation of private 
and Bank of England capital for the pUl)pOSe of financing development on 
a commercial basis in the Commonwealth countries as well as in Co~,?nial 
and Trust Territories. It was set up with a capital of .£15 millidd of 
which .£6.75 million was subscribed by the Bank of England and the remainder 
by numerous private entities in the U.K. In 1959 th0 authorized capital 
was increased to £30 million; the amount paid in as of March 31, 1961 was 
f70) million. C.D.F~C.·s statutes permit it to borrow up to t~~ce the 
amount of issued capital. 

C.D.F.e. invests, in association with other interests, in projects 
which are commercially ~able; its assistance takes a variety of forms; 
it may make a secured or unsecured loan, take up debenture stock with or 

section 1 of the, Act relates to short and medium-term export credit 
insurance per see Section 2 pertains to guarantees for the purpose of 
encouraging trade or of rendering aid to countries outside the U.K. 
where the risks are not insurable under Section 1. Source: Finance 
for Exp~)t·ts, The Credit Insurance Association, october 1959. 
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without conversion rights or subscribe to equity capital or may combine 
these forms' of'investments. It may also underwrite or guarantee an issue. 

O.D.F.O. Is loans are normally in sterling and are not tied; they are 
fixed-interest obligations and the terms are those normally prevailing on 
the market. 

, As of March 31, 1961, its total commitments amounted to :B 19.9 million. 
Of tnis, the O.D.F.C.'s equity interest was approximately equivalent to :B 7.5 
million. 

Through the Connnonweal th Services Vote 

The U.K. Government also provides technical assistance and some grant 
aid through the Commonwealth Services Vote. In recent years th3 amount of 
such assistance has averaged some :B 6 million. Included, in this is the tech

i,/ nicaras'si~t.ance provided by the U.K. under the Colombo Plan. 

c. Assistance to Other Underdeveloped Countries 

U.K. bilateral assistance to other underdeveloped countries consists 
of loans extended under Section 3 of the E.G.G.D. on the same terms and con
ditions as those mentioned above or of +oans under the Foreign Office Grants 
and Services Vote. The terms and conditions of loans made under the Foreign 
Office Grants and Services Vote var.y from case to case. Some, such as the 
loans made to Jordan since 1951/52 and to Libya in 19.50/51 and 1951/52, are 
interest free. A loan to Turkey in 1959 was at .5-3/4%. 1/ A:e 2.5 million 
loan made to Brazil in 1961 for consolidating conunercial-a.!~iears due to the 
U.K. was made for .5 years at the U.K. 's borrowing rate. 1,1 

Finally, it m:ight be added that in addition to long-term government 
credits under Section 3 of the E.C.O.D., it is now possible for a foreign 
government to obtain long-term. fin~cial accommodation, with E.C.G.D. guarantee, 
from funds originating in the private sector. Under a new scheme introduced 
in April 1961, E.C.G.D. stands reaqy to extend its guarantee to privately 
negotiated !long-term export credits. The announcement of this undertaking by 
E.C .G\lin\ led to the fonnation of consortia of merchant banks and insurance 
companies for raising the funds necessar,y for the financing of exports for long
term capital projects. Lazard Brothers" for example, were among the first to 
organize such a consortium. But these arran~ments were not altogether satis
factory. In the first place, they were ad hoc arrangements frequently negotia
ted by an individual consortium for finarl'C'fuga specific project or group of 
projects. Secondly, the interest rate charged was quite high amounting to 7 
to 7.5% p.a. Thirdly, as the rate was determined on the basis of the Bank 
rate, it fiuctuated in line liith changes in the Bank rate. These drawbacks 
have now been overcome under a new plan worked out by City banks in association 
wi th ECGD and announced on January 24, 1962. 

Y Souroe: OEEC: liThe Flaw of Financial Resources to Countries in Course of 
Economic Development 19.56-.59". 



• 

() 

- 29 -

Under the new arrangments which are to run initially for 5 years, the 
London clearing banks in association with the Scottish banks and a group of 
some 60 insurance companies Vdll jointly be able to finance, according to 
present estimates, long-term credits well in excess of ~ 200 million over the 
next 5 years. The first tranche of up to 5 years will be financed by the 
banks at a fixed rate of 5.5% poa. The later maturities ldll be picked up 
by the insurance companies at a fued rate of 605%, up to an amount of :e 100 
million-which is the maximum which they have agreed to at present. The credits 
will be in respect of cap~·t,al projects involving financing of not less than 3 
years and will be made direct to the foreign .. buyer and not through the inter
mediary of the British exporter. E"CoG.D. will guarantee all;:, such credits. 

~-::::.:: 
:;.-----

J " 
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UNITED KINGDOM: Bilateral Assistance on Public Account to Underdeveloped 
Countries l 1956-1960* 

(in millions of UoS. dollars equivalent) 

1956 1957 1958 1959Y 1960. 

Net Official Grants 130 144 136 145 16, 

Official Loans 
(excluding consoli-
dation credits) 

Gross 37 45 72 147 184 
Net 23 22 38 110 153 

Consolidation Credits 

Gross 11 84· 21 8 
Net - 10 - 20 65 - 3 - 21 

Total 

Gross 178 189 292 313 357 
Net 143 146 239 252 297 

Y Revised. 

* Data relate to disbursements. 

Source: ~: "The Flow of Financial Resources to Countries in Course 
of Economic Development, 1956-59", and 

OEOD: TIThe Flow of Financial Resources -to Count:ries in Course - ef Economic Development in 1960ll • 
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CHAPTER IV 

(i GERMANY 

A. Over-all Economic Assistance 

The average annual volume of Germany's economic assistance to under
developed countries in the five years 19.56 .. 60 was the equivalent of some 
$210 million gross; net of repayments, it was some $180 Inillion. The bulk 
of this, corresp')nding to some 75%') consisted of consolidation of payments 
due to Germany under biJ.ateral payments ag:ceements and under the European 
Payments Union, reparation and indelnnification payments and some grants~ 
New credits, net of rep~entsf accounted for the remaining 25%. 

The extension of new credits for developmental purposes is of rela
tively recent origin. The total of such credits in 1960 was the equivalent 
of $151 million gross or $145 million net.. In the preceding four years 
1956-59, they, however, averaged only some $35 million gross p.a. or $26 
million net. 

Basic Policies1/ 

The principles which govern German public development lending are 
spelled out in the recently drafted "Grundsaetze l"tlr- die Ausgestaltung der 
bilateralen Finanzhilfe der Bundesrepublik Deutschland an Entwicklungslaender". 

According to this document, public development aid should preferably 
take the form of loans rather than grants. Technical assistance, and inter
national financial arrangements of special types (e.g., for the Indus Basin) 
are exceptions to this general rule. Generally, it is snid, grants do not 
promote a real spirit of partnershiPf and may lead ,to waste. Public develop
ment lending should promote the mobilization of the receiving countries' own 
resources; this aspect - "assistance for self-help" - is particularly stressed. 

Policies governing assistance to underdeveloped countries are to follow 
broadly the principles of German domestic economic policy which stress the 
development of private enterprise and limit the public sector to activities 
which cannot be left to private enterprise. Thus it is considered tha:t the 
promotion of the flow of private capital to developing countries by such 
schemes as investment guar~ntees and credit insurance is more consistent 
with basic economic policy than direct public lending. However, it is real
ized that under conditions now prevailing substantial public lending is 
indispensable. 

Public development lending is to be used primarily, but not excl~sively, 
for financing projects which are non-commercial. In general, public loans 
will be made available for commercial or profit-making schemes in the public 

1/ This and the rollo~ing section are based on an article by Schubert, in: 
Entwicklungslaender, Baden-Baden, Bonn, No.6, 1961. 
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sector only if these cannot be undertaken by private enterprise. Generally, 
financing is to be limited to specific projectso In exceptiona.l circum
stances, loans or credits can be made available for general development 
needs as part of a multil~teral agreement to support a national development 

\. 
program .. 

The credit terms are adjusted. to the requirements of the specific 
project and the general situation of the recipient country. Years of grace 
may be granted, and the rate of interest may be reduced belm,v the rate 
prevailing on the German capital market. At present, no repayment in soft 
currency is envisaged" Concessions in term,s are generally to be kept wi th
in certain limits particularly '!because it is considered desirable to make 
the terms consistent with later refinancing by the private sectoro The 
proceeds of loans need no longer be spent in Germany so that recipients can 
take full advantage of international competition. 

Administration of Public Development Lending 

An application for development finance, which is normally received 
through the usual diplomatic channels, is gcreened by a committee (Inter
ministerieller Referentenausschuss fur Kapita.lhilfe) consisting of repre
sentatives of all Federal Ministries concerned as well as the Federal Bank 
and the Reconstruction Loan Corporation (Kreditanstalt fur Wiederaufbau - "KV,P')c 
This committee considers whether the project is in principle suita.ble for 
being financed by loans. If the decision is in the affirmative, KW under
takes a detailed study of the project, scanning reports from national and 
international sources and utilizing the services of independent consulting 
firms ~nd the reports of members of its own staff. The final report, in
cluding KW's recommendations, is then submitted to the above-mentioned 
committee which makes the final decision and fixes the terms of the loan. 

If the project is large, or if problems of fundamental importance 
arise, the final decision has to be referred to another committee (Inter
ministerieller Ausschuss fur Entwicklungspolitik). This higher level com
mittee consists of the department heads of the Federal Ministries concerned, 
and also includes representatives from the Federal Bank and K\-l. 

After the loan is finally approved, the technical details including 
the drafting and conclusion. of the loan agreements and the disbursement 
of funds, are handled by KW. Disbursement procedures for projects are 
fundamentally the same as those of IBRD. In the case of program lending, 
payments are made in a lump sum to the recipient country. 

B. Kreditanstalt fur Wiederaufbau (KW) 

'All public'lending is effected through KW. This institution was 
established in 1948 for the purpose of financing the reconstruction of 
German industry from the local currency counterpart (ERP Fund) of postwar 
foreign aid to Germany. The financing of underdeveloped countries was 
added t 0 its functions a few years /;ago and accounts for almost half of 
total new business. Until recentlW, however, ERP funds have made only 
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a minor contribution to the resources available for development financing, 
because these funds were reserved for domestic lending, primarily for the 
promotion of small and medium-si~t3d business.!/ 

structure of KW 

KW started its operations in 1949 with a capital of DM I million 
equally shared by the Federal Government and the Provinces. Its authority 
to borrow has been set at DM 8 billion. In a.ddition, it may guarantee loans 
up to a maximum of DM I billion. 

In the past KW has borrowed primarily from the ERP Fund which can 
lend at an interest rate lower than that prevailing on the market. KW is 
also empowered to issue securities on the German capital market, and to 
borrow abroad. Ol)era ting profits are set aside in a special reserve with 
the proviso that any excess over 10% of [W's combined capital and liabilities 
must accrue to the Federal Government and the Provinces in proportion to 
their capital subscriptions 'ito KW. 

In October 1961 the capital of KW was increased to DM 1 billion, 
with 80% subscribed by the Federal and 20% by the Provincial Governments o 

However, paid-in capital amounts to only DM 150 millionG Whereas the 
original capital subscriptions were made from the budgets qf the Federal 
and Provincial Governments, the 1961 increase was financed from other 
sources; partly through conversion of reserves and partly through conversion 
of loans from ERP funds into capital t. 

~Development Lending in 1960 

In the calendar year 1960, KW~s foreign lending for the first time 
exceeded domestic lending. Table I gives the breakdown of the total of 
DM 885.8 million committed for development loans dur.!'1g that year as well 
as the source of funds out of which these commitments were made. A sub
stantial part of the lo~s made in 1960 was still tied to procurement in 
Germany. This was true of DM 154.9 million in direct project loans. Of 
the largest single loan under ;'otherfl di~t'ect foreign lending - the DM 250.2 
million credit to India - half was designed to cover liabilities to German 
exporters and the balance was made available for payments in other countries 
as well. Indirect financial assistance in the form of credits to German 
exporters was, of course, in the form of German goods. 

1/ At the end of 1960 KW still had a right to draw DM 105 million out of 
an original amount of DM 250 million put at its disposal by the ERP 
Fund for the purpose of financing German eA~orts to developing countries. 
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TABLE I: K'WI s Development Loan Commitments in 1960 

(million DM) 

1. Direct foreign 'lending \\ 
~\ 

- project 
- other 

2. Indirect foreign lending 
- export credits 
- loans for foreign branch 

establishments and 
participations 

'Total 

Total 

367c7 
402.2 

110.6 

5.3 
885.8 

Source of Funds 
GOVernment KWls 

Y Resources 

4.3 
127.6 

4.3 
136.2 

363.4 
274.6 

110.6 

1.0 
7Ii9.6 

II DH·4.3 million from the Budget; the balance from the ERP Fund .. 
Source~' Annual Report of KVJ for 1960. 

Table 2 shows the total loans made in 1960 classified by maturity and 
condi tions of procurement and the amount of disbursements. It will be noted 
that one half of the amount newly committed was not tied to procurement in 
Germany and that 7Cf/o of the total was lent for terms in excess of 10 years. 
Gross loan disbursements amounted to DM 9400.3 million, including DM 306.6 
million in consolidation credits. Disbursements net of amortization were 
DM 722.4 million. 

TABLE 2: Loan Commitments and Disbursements in 1960 

(million DM) 

Maturity 

1 - 5 years 
5 -10 years 
More than 10 years 
Consolidation credits 

Total 
Amortizatio~ 
Net Disbursements 

Total 

33.6 
238.9 
63907 

91;.2Y 

Commitments 
Untied 

147.8 
336.0 

483:'8 

Tied 

33 0 6 
91.1 

303.7 

428 0 4 

Disbursements 

96.6 
180.6 
357.0 
306.6 
940.8 
218.4 
722.L," 

1 The discrepancy between this total and that in Table 1 is presumably due 
to slight differences in coverage. 

'Source: Data on comraitments are from DAG/5 Doc 3 of June 21, 1961. Disbursements 

\ 
\ 

data are from OEOD "The Flow of Financial Resources to Countries in 
Course of E0onomic Deve10pmerrp in 1960". Figures in these documents 
are in dollars 'Which have been converted into Deutsche Marks at the 
rate of DM 4.2 to $1. 
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KW's Development Lending in 1961 

Resources for development financing on public account were ~reatly 
increased in 1961. Table 3 shows the sources of the DM 2.65 billion avail-, 
able for new loan commitments in that year. Of this total,all but DM 300 
'million representing KW's own resources was appropriated in the Federal 
Budget. In addition, the government is permitted under advance authorizrt
tions to make additional loan commitments up to DM 1.4 billion which entail 
expenditures after the fiscal year and for which financial provision will 
have to be made in subsequent fiscal years. DM 400 million of such authori
zations were included in the Federal Budget for 1961 and DM I billion in the 
ERP Development Aid Law of June 9, 1961. 

TABLE 3: Public Finance for Development Lending Made Available in 1961 
(million DM) 

1/ 
2/ 

Source 

Federal Budget 

Budget of ERP Fund 

Budgets of the Laender 

KW's own Resources 

Total 

Amount 

1,200 1/ (approximate) 

650 ?:.,/ 

500 

300 

2,650 

Actual proceeds of a special DM 1,500 million bond issue placed by 
the Federal Government with industry. 
Of this total DM 500 million is a loan by the Volkswagen Foundation 
to the ERP Fund and relent at lower interest rates to KW; the balance 
of DM 150 million represents the interest received on loans out of the 
ERP Fundo 

Source: Helmstaedter, in: Entwicklungslaender, Baden-Baden, BOK'1, No.6, 
1961. 

Altogether, therefore, new development loan commitments of DM 4.05 
billion could be made in 1961. 

It should be noted that the ERP Budget for 1961 also provided DM 10 
million for loans that would assist German firms to finance their foreign l 

liDr.ancfies .or participations in foreign business enterprise. Plans are being 
made to set up a Development Finance Corporation, financed by the ERP Fund, 
to prom.ote the establishment, through loans to foreign and German investors, 
of small and medium-sized enterprises. 
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Terms of KW's Lending 

There are no fixed terms for development lending; this is so irrespec
tive of whether the loans are made out of public funds through KW as inter
mediary or ar~ cut ,..,f KW's nwn lnanahl~ r~S01.lrCes. Interest ratF$ and loan 
maturities are determined case by case taking into account all relevant 
considerations. By and large development loans are now extended for periods 
up to 20 years and at rates of interest as low as 3% and 3-1/2%. Usually, 
several years of grace are given before repayments start./ The present trend 
in German official development lending is towards untied! and longer term 
lending, and towards a reduction in interest rates. 

Generally, KW applies commercial bank principles to loans made out of 
it~ 01VD resources which do not call for a government guarantee or have no 
particular political significance. In the case of loans which are made 
through the intermediary of KW and which require a government guarantee, 
prior agreement is sought on all matters of mutual interest to the guarantor 
and the agency that provides the funds for the credit. Similar agreement 
is reached in the case of loans made by KW out of its own resources but 
guaranteed by the German Govern .. rnent. 

Terms and conditions for all types of loans and credits (e.g., export 
credits, development loans, consolidation and stand-by credits) are deter
mined on the basis of the requirements of the particular operation involved 
and by market consi~erations. It would appear that although it has to p~ 
interest on and repay public moneys put at its disposal, KW attaches only 
secondary importance to the source of its loanable funds. 

C. Credit Guarantees 

In addition to guarantees or insurance for export credits of less than 
five years which do not fall within the scope of this paper, Germany has 
facilities for guaranteeing credits extended for a term of more than five 
years provided the individual credit is at least DM 5 million. Such guaran
tees can be accorded not only to credits arranged for financing German 
exports, but also to credits which are not tied to procurement in Germany. 

Guarantees of this type are issued not only for private development 
credits, but also for credits extended on public account such as those 
made by KW. Under this arrat),gement, los ses ariscing from commercial and 
political risks are largely~1 met out of the Fedet1al Budgets. '1./ In the 

1/ Recently, some criticism of untied lending has been voiced by the Develop
ment Discussion Group of the CDU/CSU (Dr. Adenauer's party) on the ground 
that publicity for development aid is given not to the country providing 
finance~ but to the country furnishing tangible assets. 
Largely, because guarantees do not cover 100% of losses" 
Appropriations in the 1961 Federal Budget for possible disbursements 
pursuant to guarantees and for debt rearrangements to avert loan defaults 
amounted to DM 140 million·. 
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case of private credits, the coverage of the guarantee is 90%, at a cost 
of 0.75% a year if the credits are not tied to procurement in Germany; 
if, however, they are so tied, only 70% of the commercial risks and 80% 
~f the political risks are covered by the guarantee. Public credits 
(KW credits from public sources) are insured to the extent of 100%. 

Applications for guarantees on tied credits are decided on by the 
Export Guarantee Committee which rules on all requests for guarantees 
on credits for the financing of German exports. A special committee has 
recently been established to approve applications for guarantees on un
tied credits. The guarantees are actually extended and administered by 
consortia - in the case of tied credits by a consortium formed by ceHermes"~) 
and in the case of untied credits, by a consortium formed by "Treuarbeit"-fl 

A combined ceiling of DH 5 billion applies to guarantees of the type 
discussed above and to guarantees fnr private German investment abroad 
which can also be issued under existine; German legislation. This ceiling 
is expected to be raised before long" 

1/ Hermes Kreditversioherungs-Aktiengtesellschaft • 
2 AbbreViation for I'Deutsche Revisions ... und Treuhand - Gesellschafti~_ ...;/ 
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GERMANY: Bilateral Assistance on Public Account to Underdeveloped 
Countries, 1956-1960* 

(in millions of U.S. dollars equivalent) 

Net O£ficial Grants 

Reparations and indem
nification payments 

New Credits 

Gross 
Net 

Consolidation Credits 

Gross 
Net 

Total 

Gross 
Net 

1/ Revised. 

1956 

1 

79 

12 
12 

41 
27 

139 
119 

* Data relate to disbursements. 

1957 

2 

78 

26 
18 

14 
- 1 

120 
97 

1958 

6 

76 

47 
38 

32 
11 

161 
131 

8 

57 

56 
38 

218 
198 

339 
301 

8 

62 

151 
145 

73 
27 

294 
242 

Source: OEEC : - "The FloW' of Financial Resources to Countries in Course 
of Economic Development, 1956-59", and 

OEOD: l1~he FlovT of Financial 'Resources to Countries in Course 
t,r Economic Development, 1960n • 
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CHAPTER V 

ITALY 

The Italian contribution on public account to the econotn.i.c develop
ment of less developed countries is fairly substantial; it is the more 
impressive tor the reasqn that Italy itself is engaged in a massive pro
gram for the development~of its southern region. 

In ter.ms of relative magnitudes, Italian assistance is exceeded only 
by that of the U.S., France, the U.K. and Germany. In the five years 
1956 ... 60 Italy contributed a total. of $425 million net. A relatively small 
portion of Italian assistance consists of grants or long-term development 
loans. 

Basic Policies 

The relatively smll role played by developmental loans in the 
Italian contribution to foreign economic assistance may be due to several 
reasons. In the first place, it was only in 1961 that legislation was 
enacted providing for government insurance of credits up to 10 years or 
moreJ prior to that only short and medium-term credits could be so insured .. 
However, short and medium-term credits were frequently in effect converted 
into longer term credits through periOdic refinancing and consolidation 
agreements. Secondly, Italy does not yet regard itself as structurally a 
cap;i. tal exporting country. Having regard to its own developmental require
ments, it believes that its contribution to the development of underdeveloped 
countries should generally be limited to the amount of capital floldng in'bo 
the country; in other words, its function would, be that of an intermediary 
trying to match capital outflows to capital inflows. Thirdly, the general 
policy is to rely on Italian private capital to extend the necessaxy assist
ance, with government participation limited to guarantees against various 
losses. Government policy opposes financing through the Central Bank; 
hence credit institutions engaged in external. financing must resort to the 
capital market tor raising necessar,y funds. 

Unilateral Transfers 

Roughly $45 million or 10% of the total gross assistance in 1956-60 
consisted 0:£ grants, as such; most of it was to Italian Somaliland. An 
additional $7~/million is in reparation payments, principally to Yugoslavia 
and Ethiopia.- The annual level of these payments in the 5 years under re
ference was substantially lower than in the preceding quinqUennium and will 

1/ The Peace Treaty stipulated the following amounts to be paid by Italy 
- in reparations over a period of 7 year~;: Ethiopia" $25 million; Greece, 

$105 million; and Yugoslavia, $125 million. Obligations to other coun
tries not covered in this study were: Albania, $5 million and U.S.S.R., 
$100 million. Actual payments are, however, on the basis of bilateral 
agreements subsequently negotiated. 
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presumably decline further. Unilateral transfers, in all, accounted, there
fore, for about one fourth of total gross assistance in 1956-60; the remaln
ing three quarters, amounting to some $340 million gross, represented con
solidation credits and new credits. 

Consolidation Credits 

Of the ~~340 million in credits extended, $200 million 1-1ere consoli
dation credits in respect of trade balances 1-Jith clearing account count
ries, principally Argentina, Egypt and Turkey~ A very small part amount
ing to some $2 million consisted of credits owed by Greece and Turkey 
under the European Payments Union. 

The agreement with Argentina in respect of the consolidation of $89.8 
million of credits due to Italy calls for repayment in 10 annual instalments 
ending 1966. The credit is at 3.5% p.a. 

In 1959 Italy extended a IO-year credit to Egypt in the amount of 
$54 million equivalent. Under a subsequent agreement made in 1960, Italy 
agreed to relend 95% of the amortization payments due under this c7r.edit 
for a period of 6 years at 3% with the first payment due in 1969.~ Thus 
Egypt has to pay only 5% of the amortization payments originally required 
under the ~~54 million credit for the years through 1969. 

Ne~r Credits 

The total volume of ne1l1 lending in 1956-60 amounted to, in round 
figures, $140 million gross and consisted of medium-term export credits 
made mainly through the Mediocredito, a public agency. 

Mediocredi to 1~Tas established in 1952. It has a capital of $160 million 
equivalent contributed by the Government. To supplement its capital re
sources, Mediocredito is authorized to obtain funds from certain government 
trust funds and private insurance companies. It may also raise loans on 
foreign capital markets but is specifically precluded from having recouuse 
to the domestic capital market. Mediocredi to has so far raised only one 
loan on foreign markets, viz., 8t~iss F .100 million in 1954, all of which 
was repaid by March 31, 1959. 

To cover the difference between the cost of the funds it raises and 
its own receipts from discounts and advances, Mediocredito receives annually' 
a government subsidy amounting to 1.5% of the balance of loans outstanding 
over the preceding 12 months. 

Government guarantees of privately extended export credits are made 
available through the "Instituto Nazionale delle Assicurazioni". The 
Instituto receives its funds from the budget and the limit up to which it 
may extend such guarantees is fixed annually. In fiscal 1960/61 as in the 

1:,7 Source: OEED:"The Flow of Financial Resources to Countries in Course of 
Economic Development in 1960'! N.B: The statement in the report 
under reference on this oper~tion is rather ambiguous. 
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two preceding years it has been set at the equivalent of $240 million. 

Guarantees cover non-commercial risks only, e.g., losses through 
war, revolutions and transfer moratoria. They may also cover the risk 
of increases in production costs as a result of economic developments 
which make the execution of the orders unduly burdensome. (No explana
tion of what these circumstances might be is given.) 

The percentage of cover is 85% and the guarantee normally runs 
for a period of up to 4 years from the date of shipment. Premia are 
determined each year and depend on the maturity of the credit insured 
and on the percentage of cover sought. The current rate of premium 
ranges between 0.2 to 2.5% p.a. 

The scope of Italian export credit guarantees was recently expan
ded under new legislation enacted on May 17, 1961. :n the first place, 
the range of goods that the Instituto Nazionale delle Assicurazioni 
may insure has been extended; the period over which they may be insured 
has also been extended to 5 years. Secondly, certain financial institu
tions including the 5 big commercial banks under the c0ntrol of the State, 
two investment banks, the Mediocredito and the Instituto Mobiliare Ital
iano are authorized to extend medium-term as well as long-term credits 
to finance Italian exports as well as 't.vorks executed in foreign countries. 
Credits in excess of 10 years have to be approved by the Ministry of 
Foreign- Trade in consultation 'toITi th the Ministry of Foreig'll Affairs. 
Thirdly, an autonomous fund of Lit '35 billion ~$56C112 m:!:.licn) has been set 
up '{!In thin Mediocredito to meet liabilities arising from the insurance of 
credits. The necessary funds are to be provided in the budget annually 
through the year 1966/67. Y 

These credits mayor may not be tied to Italian exports, depending 
on individual circumstances. It is expected that the broadening of the 
guarantee scheme will stimulate the flow of private Italian capital to 
foreign countries, particularly since the government guarantee may also 
be extended to foreign bonds with a maturity up to 10 years issued on 
the capital market by foreign governments and foreign agencies with the 
guarantee of their governments. 

1/ Source: '- Translation of Bill in re'spect of Export Credit Legislation 
approved by It~.lian senate, May 16, 1961. 
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ITALY: Bilateral Assistance on Public Account to Underdeveloped 
Countries, 1956-196oi~ 

(in millions of U.S. dollars equivalent) 

1956 1957 1958 1959y' 1960: 

Net Official Grants 9 ,9 
I 

10 9 9 

Reparations 16 27 10 15 7 

Official New Lending 

Gross 7 22 30 63 19 
Net 7 22 30 63 19 

Consolidation Credits 

Gross 115 6 61 18 
Net ill 1 49 2 

Total 

Gross 32 173 56 148 53 
Net 32 169 51 136 37 

P Revisea. 

* Data relate to disbursements. 

Source: OEEC: tiThe Flow of Financial Resources to Countries in Course of - Economic Development, 1956-59", and 
OEOD: "The Flow of Financial Resources to Countries in Course of - Economic Development, 1960". 
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CHAPTER VI 

Because of her preoccupation with her own reconstruction and develop
ment problems for which Japan has had to rely to a considerable extent on 
external assistance, Japanese bilateral assistance on public account to 
underdeveloped countries is of relatively recent origin. Moreover, since 
external trade is of vital importance to the country, Japanese external 
assistance is basically oriented towards the development of foreign trade o 

The emphasis is therefore on export credits and on investments in the de
velopment of foreign raw material resources essential to the Japanese 
economy. 

The total amount of Japan's bilateral contribution to underdeveloped 
countries in the five years 1956-1960 averaged some $170 million equivalent 
on a gross basis; on a net baSiS, it amounted to roughly $140 million per 
annum. The bulk of this amounting to rather more than $90 million annually 
consisted of grants and rep~ration payments. Consolidation credits amounted 
to about $16 million poa. on a gross basis; net of repayments they amounted 
to $11 million p.aIJ Japan also made available new credits amounting on 
average to $62 million p.a.; net of repayments received by Japan, they 
amounted to $36 million p.a. 

The net outstanding amount of loans and export credits extended 
by Japan to underdeveloped countries was the equivalent of some $233 
million as of the end of 1960. }\n additional $432 million h~d been 
committed but not expended as of the same date.!/ 

Direct Assistance through the Export-Import Bank of Japan 

The principal agency through which the Japanese Government extends 
assistance to underdeveloped countries is the Export-Import Bank. The 
Bank was established in 1950 with a capital of 1 billion yen with the 
specific purpose of making medium-term credits for financing Japanese 
foreign trade. The scope of the Bank's activities has grown considerably 
over the years and it has now a capital of ¥78.3 billion ($217.5 million 
equivalent at the current exchange rate). 

The capital of the Bank is wholly subscribed by the Japanese Govern
ment and is fully paid up. Any increase in the capital has to have the 
approval of the Diet; the last occasion on which the Diet approved of an 
increase was in November 1961 when the Bank's capital was increased from 
158.3 billion to the present 178.3 billion. 

11 Source: Report of the Ministry of Foreign Affairs on "Some Aspects of 
Japan's Development Assistance". 
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The Bank is authorized to borrow, from domestic as well as external 
sources, to supplement its loanable resources; the maximum it may borro~ 
is set under the law at twice the amount of its capital and reserves. 
The Bank's operating funds as at the end of 1960 amounted to ¥143.2 billion 
and consisted of ¥.58.3 billion in paid-in capital, ¥78. billion of borrowing 
and ¥ 6.1 billion of reserves; none of the borrowed funds was from external 
sources.!./ 

Although essentially in the business of providing short and medium
term crodit for foreign trade per se, the Bank is authorized to extend 
longer term credits in direct loans to foreign governments~ public entities 
and foreign corporations with government guarantee. Such loans are denomi
nated in yen so that the exchange risk is on the borrower and are normally 
tied to exports of Japanese machinery and equipment and ancillary technical 
services. Alternatively, they may provide yen funds to enable the borrower 
to invest in joint ventures with Japanese interests, or funds for rfspecific 
development projects in the countries concerned on condition that either 
the proceeds of such loans are to be used to buy equipment and services 
necessa~J for the projects, mostly from Japan, or (that) important raw 
materials to be produced as a result of execution of such projects are 
exported to Japan:' .?~/ 

There are no set terms and conditions for loans to foreign govern
ments and foreign corporations. Ordinarily the mat.urity is about 10 years 
and the interest rates are based on those charged by IBRD. 

As of August 31, 1961, the Bank had made, in all, four such loans; 
two to India and one each to Paraguay 2nd Vietnam. The first loan to India 
in 1958 was a 10-year ¥18.0 billion nre~~t($50million) to finance India's 
Second Five Year Plan and was follo1rJ'ed by ct IS-year ¥28.8 billion loan 
($80 million) in 1961 under the IBRD "consortium" financing program for 
India in 1961/62 and 1962/ 63.'2./ 

The ¥28.8 billion credit to India, details of which have since been 
negotiated, is to be used for such projects as may be agreed upon by the 
governments of India and Japan as well as for the purchase of Japanese 
equipment of the same category as that financed under the ?f18 billion credit 
extended to India earlier for the Second Five Year Plan. The loan is repay
able in 15 years, including a 5-year grace period, !?ond carries an interest 
rate of 6% per annum. Twelve private banks are participo.ting in this loan 
along with the Export-Import Bank of Japan. 

The loan to Paraguay was for ¥1.4 billion and is a 10-year credit at 
6%, The credit to Vietnam was for ¥2.7 billion and was presumably on the 
same terms; no details are available. 

1.7 Annual Report of the Export-Import Bank of Japan, April 1, 1960-March 31 , 
1961. 

2/ Export-Import Bank of Japan, Functions and Operations, April 1960. 
~I Monthly Report of the Export-Import Bank of Japan for August 1961. 
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Japan is also participating in the IBRD consortium fo:r~~~akistan. 
As of the end of 1961 J~ an had pledged $20 million to PaldstJn for its 
Second Five-Year Plan.ll This excludes a like amount of assist&iCe committed 
to Pakistan by Japan prior to the formation of the consortiumo 

Whereas the so-called yen credits mentioned above are directly made 
to foreign borrowers and are of a. maturity of 10 years or more, the Export
Import Bank also, as mentioned earlier, extends short and medium-term credits 
to Japanese exporters for financing exports of' Japanese equipment to far eign 
countries. While such credits are not strictly germane to this paper which 
deals only with long-term financing, a few words about ~rem may nevertheless 
be in order. These loans which may be repayable by thel'oreign purchaser in 
dollar~" sterling or any other foreign currency (e.g., the Rs. 95 million 
line of credit to Pakistan for financing purchases of textile machinery) 
constitute the bulk of Export-Import Bank credits. They accounted for no 
less than ¥- 113 billion of export credits outstanding as of IvIarch 31, 1961, 
whereas the so-called yen credits amounted to only ~ 13 billion. 

It is the declared policy of the Japanese Government that the maturities 
for deferred payments should be as short as possible, taking into account 
the amount of Government risk and Government funds involved, the type of 
equipment financed and the terms offered by Japan1s foreign competitors. 
In principle the Government is not in favor of credits e}..--tended in the form 
of a general line of credit. 'l:./ 

Indirect Assistance through the ~ort-Import Bank of Japan 

Besides lending directly to foreign governments and corporations the 
Export-Import Bank of' Japan indirectly assists in the economic development 
of underdeveloped c ountrie s by extending investrnen t loans to Japanese firms 
for the following purposes. 1/ 

a. Establishing or operating productive overseas enterprises; 

b. Investing in, acquiring stocks in, or leasing equipment to 
foreign corporations; 

c. Lending funds to foreign partners for their investments in 
joint ventures; 

d. Lending equipment funds to joint ventures; 

eo Investing in Japanese corporations established for the purpOs€~~ 
of executing large-scale investment projects abroad. 

Priority is accorded to the financing of self-liquidating projects 
of mutual benefit to Japan and the country of investment and which are 
conducive to the development or new markets for Japanese goods.~/ The 

Y At the January 1962 meeting of the consortium, Japan made a further 
commitment of $25 million. 

2/ Quoted from a statement of policy submitted to an IBRD mission. 
'3/ Exp. ort-Import Bank of Japan, "Fu:qctions and Operations, April 1960, 
'41 Statement of policy submitted to IBRD mission. . -
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Bank's loans for such purposas are not usually in excess of 10 years; interest 
rates vary from case to case and are based inter alia on prevailing market 
~ates. 

The Overseas Economic Cooperation Fund 

I11 March 1961, the Japanese Government established the Overseas Economic 
Cooperation Fund as the successor institution to the Southeast Asia Development 
Cooperation Fund established in 1958. The Fund has at present a capital of 
~ 10.4 bill±on ($28.9 million) of which ~ 5.4 billion were transferred from 
the now defunct Southeast Asia Development Cooperation Fundo 

The Fund will 'be administered by the Government Economic Planning 
Agency. It is yet to become operationaJ.ly effective. 

Reparati ons 

In addition to providing long-term loan assistance to foreign governments~ 
Japan also make s substantial war reparations payments to Burma, Indonesia, the 
Philippines and Vietnam. The amount of such payments that remained to "be .. · . 
made as of December 31, 1960, was the equivalent of $744 millionel/ Annual 
payments in the past few years have been at around $75 million. 'The funds for 
payments of these reparations are provided in the budget under a "Special 
Account for the Settlement of Reparations and ExtraordinaIj" Debts". 

Along with these reparation agreements, Japan also entered into economic 
cooperation agr~errents with each of the four countries mentioned earlier. The 
obligations under these supplemental agreements differ from those under the 
reparations agreements proper in that the,v are not contractually binding. 

In the case of Burma, Japan agreed to make available a total. of $50 
million equivalent over a lO-year period beginning 1955 for "promoting economic 
rehabilitation and development and the advancement of social welfare in the 
Union of Burma~2/ The Japanese contribution was to consist of machinery and 
equipment made available under long-term credits or against equity in joint 
enterprises; however, to date no such deliveries have been made. 

The Agreerp.ent with respeot to the Philippines. vIas to assist in its 
economic -development through the provision of long-term or "similar credits It 
amounting in all to $250 million equivalent over the 20 years commencing 1956. JJ 

.... J-\ ... 
( ;; 

Y Exclusive of "$177 million owed by Indonesia on c'J.edi ts accumulating in an 
"open accountl1 which were waived by the Japanese Government in 1958 and 
set off against reparationso In this connection it may be mentioned tha. t 
recent negotiations between Burma and Japan pursuant to Burma's request 
for an increase in reparation payments b.1 $400 million equivalent ($200 
million in stl"aight reparations and $200 million under the f).eonomic ~ooper'" 
ation agreement) have bogged down,with Japan willing only to increase its 
reparations payrr..ents by $75 million equivalent. (Source: The Oriental 
Economist, November 1961.) 

2/ Source: Documentation submitted to IBRD mission_ 
~/ Sou-rcet Documentation submitted to IBRD mission. 
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Indonesia was promised $400 million equivalent in Japanese investments, 
long-term l.oans and similar credits over the 20 years starting 19580 1/ 

Japan undertook to assist Vietnam l~th long-term loans and credits 
at concessionalra.tes u.p to about $17 million gquivalent; of this $7(15 million 
equivalent was specifically fo~ the construction of an earth dam and J:vdro
electric paler station on the Danhim Riverft g/ 

Pursuant to these economic cooperation agreemmts, Japan had, as of 
December 3l,? 1960, approved of loans and credits amounting to a total of $76 
million equiv-ale!lt, $48 million in respect of the Philippines and $a3 million 
for Indonesia,~ The collateral for these loans and credits is provided ~V the 
reparations o't-Jed 'bo these countries by Japan under the regular reparations 
agreemen ts menti oned earlier. J! 
Grant Assistance 

'---
Japanese grant assistance essentially consists of technical assistance 

grants with which 'He are not, connerned in this pf'l.pere Total graJ.'lt disbursements 
in 1956ra60 was $7 million including 'those channeled through the Colombo Plan.,W 

In addition to these g:r-al'lts " as mentioned earlier, Japan waived $177 
million of claims due to it by Indonesia. on rlopen acc ount n ~ 

Y Source: Dqcumentation submitted to IBRD mission. 
y. Far East Economic Review April 30, 1959. 
3/ Ministry of Foreign Affairs Statement on "Some Aspects of Japan t s Development' 
- Assiatal1ce It • 
4/ Source: OEEC study on "The Flow of Financial Reso1.1!I'ces to Countries in 
- Course of Economic Development, 1956-59u and GECD: "The Flow of Financial 

Resources to Countries in Course of Economic Development in 196011 • 
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JAPAN: Bilateral Assistance on Public Account to Underdeveloped 
Countries, 1956-1960* 

(in millions of U.5. dollars equivalent) 

1956 1957 1958 195911 1960. 

Net Official Grants ~ - 178 4 2 

Reparations 11 69 63 66 64 

Loans 

Gross ;8 L4 54 95 80 

Net 27 18 20 62 55 

Consolidation Credits 

Gross ,5 8 1, 
Net 55 - J 5 6 - 7 

Total 

Gross 104 113 303 180 146 
Net 93 84 n66 138 114 c:.. 

Y Revised • 
. 

Data relate to disbursements. ~fo 

Souree: ~: "The Flow ot Financial Resources to Countries in Course 
of Economic Development, 1956-59", and 

~: "The F10tv at 'Financial··Resouroes to Countries in Course 
ot Economic Development, 1960"~ 
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The principal beneficiaries of Canadian Colombo Plan assistance 
are Ind?-a, Pakistan and Ceylon.! Aid disbursed to India amounted to 
Can. $149 million as of March 31, 1961. For Pakistan the corresponding 
figure was Can. $87 million. The two together accounted for 90% of the 
Can. $26505 IT,!.illion disbursed as of March 31, 1961. In addition to these 
amounts Canada had also contributed Cano $3 million to the Indus Basin 
Fund as of that date • 

Typical projects financed are the Warsak Dam for power generation 
in Pakistan; the Kundah Dam in Madras, India; the canada-India Reactor 
in Bombay, India, and the aerial survey of Ceylon's natural resources. 

B. Aid Outside the Colombo Plan 

In addition to assistance under the Colombo Plan, Canada also makes 
other long-term .bilateral contributions through grants to underdeveloped 
countries. It is participating in the Development Program for the 'VI!est 
Indies and has committed $10 million over the .5 years ending 1963/64.1/ 
Canada is also participating in the newly established Special Commonwealth 
African Aid Program to the extent of Can. $10.5 million over a 3 year 
period. A sum of Can. $3.5 million was appropriated for this purpose in 
the budget for 1961/62; it is to be used for technical assistance and aid 
to education as well as for capital projects. In addition Canada also 
makes wheat and flour grants outside the Colombo Plano The total amount 
of these grants has averaged Can. $12 million in the three years 1958/59-
1960/61. 

Besides grant assistance, Canada has also made wheat loans to 
(Can. $33 million) and Ceylon (Can. $2 million). The loans are for 
years with a grace period of 3 years; the interest rate is 4-1/4%. 
amounts of these loans still outstanding as of March 31 , 1961 were, 
mately, Can. $29.5 million and. Can. $2.0 million, respectively.~/ 

C. Export Credits and Guarantees 

India 
9 
The 
approxi-

Until recently Canada had no institution for financing its exports 
although facilities for insurance of export credits have been available 
since 1944 when the Export Credits Insurance Act was passed. In 1961 , 
for the first time, the following measures were taken to enable Canadian 
exporters to offer foreign purchasers terms comparable to those extended 
by their competitors. 

In the first place, the Government decided to implement the legis
lative authority provided under Section 21 of the Export Credits Insurance 
Act of 1944, as amended, whereby it could authorize the Export Credits 
Insurance Corporation to finance as well as to insure long-term exports, 

1/ - The flow of financial resources to countries in course of economic 
develbpment 19.56-59 OEEC. 

5:./ Data published in the budget papers presented by the Finance Minister 
in connection with the budgets for 19.58/59 and 1961/62. 
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~hen it is in the national interest to do so.l! A sum of Can. $200 mil
lion paid out of the Consolidated Revenue Fund was earmarked for this 
purpose. It is to be used for f3.ci1itating export tr&nsactions involving 
the sale of capital goods on credit from .5 to 20, years. 

Under this scheme, a.lthough the export business must be initiated 
by the exporter, the credit is established and financed by the Canadian 
Government without recourse to the exporter~ The exporter receives pay
ment on delivery, does not participate in the credit and requires no 
credit insurance as in the case of medium-term credits.£/ 

Under this program Canada agreed at the 1961 meeting of the Indian 
Consortium to extend to India a special credit of Can. $20 million for 
the purpose of purchasing capital equipment in Canada during the two year 
period commencing June 1961. Similarly, at the 1961 meeting of the Pakistan 
Consortium, a special credit amounting to Can. $6.5 million was made avail
able for purchases in 1961/62. In addition, as of December 31, 1961 , four 
agreements totalling Can. $41 million had been signed and commitments to 
finance four other transactions entailing a further $30., million had been 
made. \,'j 

The other important develop~ent was the establishment of the Export 
Finance Corporation by the chartet<ed banks of Canada~ The Corporation 
has an authorized capital of Can. !~.50 million and will assist exporters 
through refinancing medium-term eiport credits of up to .5 years made by 
the chartered banks. The credits will be insured by the Export Credits 
Insurance Corporation ,of Canada (ECIC).}/ 

ECIC is a government agency operating under the Export Credits 
Insurance Act of 1944, as amended. It insures medium-term export credits 
against commercial, transfer and political risks up to 85% of the gross 
invoice value~ Its maximum liability under contracts outstanding is 
limited to 10 times the aggregate of its paid up capital (Can. $10 million) 
and surp1us.~1 This limit does not apply to obligations ECIC incurs on 
behalf of the Government as a result of transactions authorized under 
Section 21 of the Act mentioned earlier. 

?:-/ 

:1/ 

fl./ 

Export Credits Insurance Corporation, Annual Report and Financial state
ments, December 31, 1960, and the statute of Export Credit Insurance Act, 
as amended. "statutes of Canada"; various dates. 
"Foreign Trade.', March 2.5, 1961 published by the Department of Trade and 
Commerce, ottawa. 
c'Foreign Trade", June 17, 1961 published by the Department of Trade and 
Commerce, ottawa. , 
Export Credits Insuran.ce Act, as amended; statutes, of Canada, various 
dates and Canada Year Book, 1961. 
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CANADA: Bilateral Assistance on Public ACCOUL~t to Underdeveloped 
Countries, 1956-196~~ 

(in millions of U.S. do11.~s equivalent) 

1956 1957 1958 1959 1960.: 

Net Official Grants 22 42 49 51 48 

Official Loans 

Gross 
Net 

Total 

Gross 
Net 

22 
22 

42 
42 

34 
34 

83 
83 

48 
48 

. .,-----------------* Data relate to disbursements. There were no consolidation credits in 
these years. 

Source: OEEC: -
OEeD: -

() 

"The Flow of Financial Resources to Countries in Course 
of Economic Development, 1956-5911 , and 

"The Flow of Financial Resources to Countries in Course 
of Economic Develnpment in 196011 • 
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CHAPTER VIII 

INTER .... AMERICAN DEVELO~MENT BANK (IDB)Y 

The Inter-Ametican Development Bank is an international organization 
established in 1960 for the purpose of accelerating economic development 
in Latin America. 

Capital Structllre 

The Bank has an au thorized capital of $1 billion consis ting of two 
parts: $850 million in Ordinary Capital and $150 million which constitutes 
a Fund for Special Operations. The U.S. contribution is $450 million: 
$350 million towards the Qrdinazy Capital and $100 million towards the 
Fund for Special Operations. 

\~reas the whole amount ($150 million) of the subscription towards 
the Fund for Special Operations is callable, only $400 mi11~~ of the 
Ordinary Capital can be calledo As of October 31, 1961, 19~ of the Latin 
American countries and the U.SCI had paid in $227 million in Ordinary Capital 
subscriptions and $146 million towards the ]Und for Special Operations. 

Loans from Ordinary Capital 

IDE loans are primarily for the financing of specific projects, in
cluding those that form part of a national or regional development plan. 
However, in those instances where the projects involved in any program of 
assistance are too small to permit direct supervision by the Bank, IDB 
has lent to development institutions or similar agencies; indeed, loans 
to such agencies form a ver,y s11bstantial proportion of !DB lending. For 
example, the largest made as of the end of November 1961 was for $15 million 
equivalent to a consortium of financial institutions in Argentina for the 
financing of small and medium projects of private enterprise in agriculture, 
industry and minL~go T~d Bank has also lent for technical assistance pur
poses, e.g., to the Colombian Office of Planning and Technical Services 
for specialized studies of projects falling within the framework of the 
Colombian developr~nt plan. 

The Bank does not lend for general balance of, payments purposes, to 
cover budgetCiry deficits or to provide working capi;~al. 

1/ The Bank made its first loans from its Ordinary Capital and from the 
-, Fund for Special Operations in Februar,y 1961. Its annual report for the 

year ending December 31, 1960, relating to policies and procedures is, 
therefore, tentative in character. Data contained herein are therefore 
based on individual press releases and on the Statement of Approved Loans 
as of December 31, 1961, published by the Office of the Treasurer, IDB. 

2/ Cuba has not joined the Bank; its subscription to the authorized capital 
-- had been fixed at $40.5 million: $36.8 million towards Ordinary Capital 

and $3.7 million towards the Fund for Special Operations. 
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Although IDB has on a few occasions lent wholly in dollars, the 
normal pattern of its lending consists of loans for financing the foreign 
exchange as vlell as local currency costs of projects. The foreign exchange 
nade available by IDB usually consists of dollars but in a number of in
stances the Bank has also lent the currency of other member countries. The 
local currency component of a loan is, of course, made available out of the 
borrOlier-countryl s capital subscription; in addition to the local currency 
so made available, IDB has sometimes permitted the use of pa rt of the 
£oreign exchange proceeds of a loan to be used for local currenC,Y expen
ditures. Whereas dollar- loans are not tied to procurement in any particular 
countr,y, the use of aqr other member'scurrenc,y for payments outside that 
country is conditional on the approval of the country concerned. 

The proportion of the total. project costs financed by !DB loans de
pends on the contribution that the borrower expects to make from his ow 
resources, the capital structure of the enterprise and the nature of the 
project, the foreign exchange requirements of the project financed and, 
in the case of loans to the public sector, the governroont. t s contributi'on 
to the general development l)rogram.. IDB has, intact, lent as much as 
t"tvo-thirds of the total cost cf' a project: e.g., to Guatemala for the 
improverren t and expansion of the water supply system of Puerto Barrios. 

In processmg loans, IDB applies the usual criteria for credi ttv-o;rthi ... 
ness: it examines the debt-servicing capacity of th@ country in which the 
project is to be carried out and the abilit,y of the borrower, whether public 
or private, to carr,y out the obligations under the loan agreement. 

The average maturity of loans made by IDB so far is around 12 years; 
grace periods are generally from 2 to 4 years. 

Repayment s of principal and interest must be in the currencies in which 
the loans are made. The interest rate on dollar loans as well as local 
currency loans is the same. IDB also charges the same rate irrespective of 
whether the borrower is a. government, government agency or a prl vate enti ty ~,/ .. 
Unlike IBRD, IDB is not required by its statutes to obtain a government " 
guarantee. The rate charged by IDE on its loans from its Ordinary Capital 
is in line with that charged by other international lending agencies. Loans 
made to date carry a uniform rate of 5075% j,ncl usive of the 1% commission, 
proceeds from which accrue to a special reserve. !DB also charges a 00 75% 
commitment fee. ' 

As of DeX7mber 31, 1961, IDB had lent" out of its Ordinary Ca.pital 
$130GO million: in amounts ranging from $125,000 to $15 million. Partici
pations by U.S. and European financial institutions in these loans amounted 
to some $~.5 million equivalent. Disbursements as of that date amounted toe 
$3.2 million. 

1,/ "statement of Approved Loans as of December 31, 1961, IDB." 



- 55 -

Loans from the Fund/or Special Operations 

The Agreement establishing the Bank provides that loans made from the 
Fund for Special Operations shall be "on terms and conditions appropriate 
for dealing with special circumstances arising in specific countries or 
with respect to specific projects". 

The Fund for Special Operations was set up primarily to finance pro
jects which contribute only indirectly or gradually to the productive cap
acity of the borrower country and to meet conditions which den:and greater 
flexibilit,y in repayment terms. 

The terms and conditions of payment for special loans made out of 
the Fund for Special Operations are more flexible than for a loan from 
Ordinary Capital resources. They may be serviced either in the currenc,y of 
the country in mich the project is located or in the currency loaned or in 
some combination of these currencies. The maturity for these loans is 
usually longer than that for loans from Ordinar,y Capital resources and de
pends on the nature of the project and the borrower's repayment capacity. 

The Bank's interest rate for loans ITj.~de from the Fund for Special 
Operations depends on several considerati6ns, e.g., the type of project 
financed, the form in which the loan is made and the nature of the borrower. 
Loans repayable in local currency carry a maintenance of value clause. 
Where the ultimate beneficiaries of an IDB loan are cormnercial-type of 
enterprises, e.g., the loan to the Banco Nacional de Fomento del. Paraquay, 
the rate charged is the same as that on loans made out of IDB's Ordinary 
Capital, viz., 5-3/4%. But where a loan is repayable either wholly or 
partly in foreign exchange, a lower rate rray apply. For example, the $10 
million loan to the Bolivian Development Corporation carries an interest 
rate of 4i%; the loan proceeds are to be used for financing numerous projects 
in agriculture, industry, mining, irrigation and electric power. About 
7~ of the loan will finance foreign exchange requirements; 30% is for local 
currency expenditures. Repayment is to be in 20 semi-annual instalments 
of which the first 10 will be in local currenc.y and the final 10, propor
tionately in dollars and other currencies lent. 

Loans made through December 31, 1961, from the Fund for Special 
Operations do not carr,y the 1% commissio~ charged on loans made out of 
the Bank's Ordinary Capital resources. Neither do they ordinarily carry a 
connnitment fee but in only one instance to date !DB has, in fact, charged 
a 0.75% commitment fee. 

!DB had lent a total of some $,48.1 million in 15 loans as of December 31, 
1961; of this $2.6 million had been·· disbursed. The smallest loan was for 
$150,000 and the largest was for $10 million. Maturities range from 1 to 
20 years with grace periods of ~.h(,\llt 2 t('l 4 ycc.rs. Interest ;I.-oates vary' from 4% H 

to 5-3/4% p.a. 

YThe Act establishing the Bank as passed by the 86th Congress implies 
that "it will charge a 1% comnission on all loans". 



- 56 -

Social Progress Trust Fund . 

Under an agreement reached bet't-1een the u.s. Government and IDB in 
June 1961, the latter was made the administrator of the Social Progress 
Trust Fund; the Fund is endowed with $394 million of the $500 million 
pledged by the U.S. for the "Alliance for Progress". 

IDB uses these funds for assisting, Latin American development in 
fields such as landsett1ement, lOv:T~income housing, advanced education" 
sanitation etc. Its a.ssista,iJC(,*J~$through long-term loans 'Which carry an 
option to repay in local. cUl~rr'e:tH:}Y and a concessiona::I.. interest rate amount .. 
ing g~nerally to 2.75% plus ~ service charge of 0.75%. 

C01ll1tries in Latj.n America which are tlwilling to initiate or expand 
effective institutional improvements and adopt measures to employ efficiently 
their own reso~ces with a view/to acl1ieving greater social progress and 
more balanced eco nomic growth If! are assis ted through tre se loans. 

As of December 31, 1961, IDB had made 18 such loans for a total of 
sane $11.51116 million: disbursements amounted to $0.9 million. The largest 
amounting to $22.8 million was to Peru for l01-1-Cost housing. Maturities 
range from 20 to 30.5 years and interest charges varY between 1-1/4% to 
2-3/4% p.a. in addition to a commission charge of 3/4%. 

Y Quoted from an !DB press release. 
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CHAPTER IX 

FONDS DE DEmOPPEMENT POUR LES PAYS ET LES TERRITOlRES D'OUTRE-MER (FEDOM) 

Legal Authority 
/ 

The Fonds de Developpement pour les Pays et les Territoires dlOutre-
Mer (FEDOM) is an agency of the European Economic Community established by 
a supplementary convention of the Treaty of Rome of March 25, 1957. The 
specific purpose of the Fund is to assist in the development of the Asso
ciated States and Territories of the European Economic Community through 
financing economic and social investments. 

The Fund was established for a period of five years 1957-62; t2uess 
its life is extended beyond that date it will cease to undertake new op
erations after December 31, 1962, although it would continue to administer 
past transactions; however, indications are that its life ~~y be extended •. 

Resources 

The resources of the Fund are drawn exclusively from contributions 
made by the six members of the European Economic Community and will have 
aggregated $581.25 million equivalent over the five years 1957-62.!/ The 
share of the six in this total is as shown below; contributions are payable 
in" five annual tranches due January 1 of each year and may be paid in local 
currency or in dollars; if paid in local currency, the Member State concerned 
must undertake to maintain the value of its contribution until such time as 
it is used up. All contributions have to be allocated by the end of 1962 
under the ConventionQ 

TABLE I: Contributions to the Fund by the Member States of the European 
Economic Communit~ 

(in millions of EPU units of account equivalent to U.S. dollars) 

1st 2nd 3rd 4th 5th Total 
Percentages year year year year year 

10% 12.5% 16.5% 22.5% 38.5% 100% 

Contributi:q.~ Countries 
Belgium 7.00 8.75 11055 15.75 26.95 70.00 
Germany 20.00 25.00 33.00 45.00 77.00 200 0 00 
France 20.00 25.00 33.00 45.00 77 0 00 200 0 00 
Italy 4.00 5.00 6.60 9.00 15.40 40.00 
Luxembourg 0.12 0.16 0.21 0.28 0.48 1.25 
Netherlands 7.00 8.75 11.55 15.75 26.95 70.00 

11 The FUridactU811y commenced operations in 1958; the fiscal year runs from 
Januar,y 1 through. December 31. 
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TABLE 2: Allocation of the Fund's Resources. 

(in millions of EPU units of account equivalent to U.S. dollars.) 

1st 2nd 3rd 4th 5th Total 
Percentages year year year year year 

100% 10% l2r~5% 16.5% 22.5% 3805% 
Recipient OVer-
seas Countries 
and Territories 
associated with: 

3.750 Belgium 3.000 4e950 6.750 110550 30.000 
France 51.120 63.910 84.)60 115.030 196 c 830 511.250 
Italy 0.500 0.625 0.825 1.125 1.925 50 000 
Netherlands 30500 4.375 5.775 7.875 13.475 35.000 

The Fund's contribution to the economic development of the Associated 
Countries and Overseas Territories of Member states of the European Economic 
CommUllit,r is exclusively through grant assistance extended to governments 
or governmental and para-governmental agencies. The Fund finances only those 
projects, economic as well as social, which contribute to development; it 
does not finance expenditures which are normally ~et out of ordinary budget
ar.y appropriations. 

The Fund's resources are supplemental to those available to the 
Associated Countries and Overseas Territories from other sources, e.g., 
bilateral. grants and credits from other governments and international organ
izations. Consequently, the Fund is obligated to ensure that its efforts 
do not replace those which Member States of the Community having special 
responsibilities vis-a-vis the associated countries are already making. 
It also l11ak:es sure that its assi stance is hannonized with any other means 
available locally or from abroa.d. 

The Fund is intended to finance entire projects. However, in order 
to promote close collaboration between the various sources of finance it 
may accept projects in which the Fund's financing would be supplemental to 
that contributed by local budgets and/or other sources of financeo 

In the selection of projects, first priority is accorded to operations 
wh:ich will remedy existing imbalance in the economic an d social structures 
and eliminate bottlenecks and other obstacles to development. The Commission 
also makes sure that the investments financed by the Fund are not such as to 
imperil local finances by involving them in excessive recurrent expenditure. 

The Fund's resources may be used to finance local currenc,y expenditures 
as well as expenditures incurred in the currency of a Member State of the 
Communi ty • The Fund insists on competi ti ve bidding but, in keeping wi th its 
regional charaoter, bidding is limited to Member States and the Associated 
Countries and Overseas Territories of the Community. 
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Procedure for Extending Assistanc~ 

Requests for Fund assistance may be initiated gither directlyb,r the 
beneficiar,y Associated Countries and Overseas Territories or on their behalf 
b,y Member states of the Community; in the case of countries and territories 
associated with France, the initiative lies exclusively with them. In any 
event, every application for Fund assistance has to be approved by the over
seas public authorities concerned" 

The mechanism whereby the Fund I S resources are a.llocated is as follows: 

The Commission of the European Economic Communit,r which administers 
the Fund draws up each year a program or "prospective schedule of all/c'cations" 
on the basis of the resources available to it for that year and in light of 
the applications received qy it. The schedule indicates the proposed distri
bution as between economic and social projects and as between beneficiary 
countries and territories. The programed allocations are then suh~tted to 
the Council of the European Economic Community which ha..s the final say; whereas 
the Council has the right to veto the Commission's recommendations in respect 
of the financing of "economic" projects, it cannot overrule the Commission on 
operations of a social character. The veto has to be exercised within a month 
and Qy a prescribed majority vote. 

Once a project is approved, the Commission enters into a financial 
agreement with the beneficiary which stipulates the local financial institution 
through which the credits will be disbursed, the local authority which will 
call for bids and sign contracts, etco,and the technicians designated to 
supervise end-use of the credit. 

Operations 

As of December 31, 1961, the governing Council of FEDOM had approved 
a total of 221 projects involving commitments of $250.4 million. 1/ Of this 
$11205 million was:" in respect of social projects,including $41.8 iliillion for 
education and $37.2 million for public health. Economic projects accounted 
for $137.9 million, with transport and communications alone accounting for 
$91.2 million. 

17 In addition to 17 other projects for some $27 million being processed and 
- awaiting Council action. 
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The regional distribution of these project commitments is summarizGd 
below (in millions of U.S$ dollars): 

Number Commi trrent s 
Area of Social Eco- Total 

Projects Pro- nomic 
jects Pro-

jec+·s 
, I 

I 

Countries associated 
with Belgium 20 3.9 8.6 12.5 

Countries associated 
with France 191 93.9 126.7 220.6 

Countries associated 
with Italy 4 2.2 2.6 4.8 

Countries associated 
with Netherlands 6 12.5 12.5 

Total 221 112.5 137.9 250 0 4 

Source: Fonds Europeen de Developpement, UDocUlTlentation Statis-
ique sur les Activites du Fond pendant les quatres prem-
ieres Annees(1958 ~ 1961)u 

Actual expenditures as of the end of 1961 were only $19.1 million. 

According to a repor~of the recent QQ~~rence of the European 
Parliament with the Parliaments of African~;'States and Madc;gascar where, 
among other things, FEDOM was discussed, it would appear that FEDOM will 
increasingly contribute to pre-investment expenditures. This is intended 
to relieve the recipient countries of the burden of extensive project sur
veys,;.', towards this end, FEDOM will also station its technical representatives 
in important centers in the associated countries. 

The report also indicates that after 1962, when the present arrange
ments for financing its activities run out, FEDCM may receive $250 million 
annually and that future FEDOM assistance may consist of loans as well as 
grants in contr~st to" the present procedure of making only grant assistance. 

Final decisions on these questions will, however, be taken by the 
Council of the European Economic Community oniy in the course of 1962. 

1/ Bulletin of the EEC, Brussels July/August 1961. -
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ReISresentative Sample of Loans made on Public ACCOU1 .. t to Underdeveloped COlll1tries ill 1961 

Interest Grace Guarantee 
Currency Amount Rate Haturity Period or 

Borrower Country Unit (in mil1ions):t Years Years Security 

Cred:: tor Co~try: FRANCE 

.u,.ria NF 5.0 2~ 20 yrs. none 

• NF 3.6 5it II II 

Ii NF 25.9 1% 45 yrs. II 

" NF 1.0 5% 15 yrs. Budgetary 
resources 

(taxes) 
Gabon NF l.l 2~ 7 yrs. 2 yrs. none 

Mali NF 1.1 3% 15 yrs. Govt. 
guarantee 

-~ NF 2.5 5% 15 yrs. GuarEJ.~ 
of OC 1 

11 Abbreviation for Organisation Commune des Regions Sahariennes. 

Creditor Country: GEliHANY 

BrazU DM 128.0 ~ 2t yrs .. none 
(Stabiliza-

tion credit) 
IDdia DH 170.0 3% 20 yrs. 8 yrs. Govt. promis-

aory notes 
Pakistan Dl4 55.0 6-tt 10 yrs. 2t yrs. " " 
Sudan Jl.t 73.6 43/4% 20 yrs. 7 yrs II II 

Turke)' Dl-1 200.0 3% 10 yrs. 5 yrs. II II 

Creditor Countrz: ITALY 

Argentina Lire 10,600 4% 9 yrs. 

Yugoslavia $ 71.0 3.5% 5 yrn. 
(Consolida-
tion credit.) 

-----------------------------

LendinJL)gency/~ource of Fund~~~ . .=.s __ 

Caisse d'equippement pour Ie developpe
ment de L'Algerie. 

II II II 

French Treasury. 

Caisse des ~~ts et Consignations. 

Caisse Centrale de Cooperation 
Economique. 
Caisse Centrale de Cooperation 
Economique. , 
Caisse des nep~ts et Consignations. 

Kreditanstalt £ur Wiederaufbau. 

1\ 11 11 

II II II 

II II \I 

" 11 11 

Italian Government. 
11 II 

~ 



.. L ~ 

Representative Sample of Loans made on Public Account to Underdeveloped Countries in 1961 - contd. 

Interest 
Currency Amount Rate Maturity 

Grace 
Period 
Years Borrower Country ____ Unit (in millions) % Years 

Cradi tor Country: JAPAN 

India Yen 28,800 6% 15 yrs. 5 yra. 

Philippine' Yen 992 5% 7 yrs. 

Creditor Count~: UNITED KINGDOM 

u,enUna ~ 14.5 3-i$ 5 yrs. 

BUutolan:l ~ 0.3 $ 25 yrs. 1 yr. 

Pat1.tan :C 3.0 JJ 20 yrs. 5 yrs. 

~ 5 .. 0 11 20 yrs. 3 yrs. 

:C 3.6 JJ 5 yrs. 

'V GonrDMnt'. borrov1Dc rate plue l% service charge. 

Creditor Countr~: UNITED STATES 

-Al'pntlDa • 6.0 ~ 15 yra. 

BrasU • 50.0 No interest 40 yrs. 10 yrs. 
but Service 

Colaabla • 12.0 
Charge of 0.75% 

4% 20 yrs. 

l.rael • 13.0 5 3/4% 15 yrs. 3 yrs. 

Pak1.taD • 7.5 5% 7 yrs. 

fImi.1a • 5.0 4% 15 yrs. 

Guarantee 
or 

Security _Lending Agency/Source of Funds 

Govt. 
guarantee 

Export-Import Bank of Japan in assoc
iation with 12 private banks. 

Govt. Guaranteed export credit. 
guarantee 

none 

none 

none 

Foreign Office Grants & Services 
Vote. 
Sec. 2 of Commonwealth Development· 
& Welfare Act. 
Sec. 3 of Export Credits Guarantee 
Department. 

" II " 
Govt.promis
sory notes 

1l II " 

Not yet Develcpnent Loan Fund. 
determined 

Development loan fund of Agency for 
International Development. 

To be Development Loan Fund. 
negotiated 

Eximbank. 

All sub loans Developneht Loan Fund. 
over $250,000 
must be approved 
by DLF. 
Govt. of Development Loan Fund. 
Tunisia guaranty. 

f> 
• 
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Represen~tive Sample of Loans made on Public Account to Underdeveloped Countries - contd. 

Interest Grace Guarantee 
CUrrency Amount Rate Maturity Period or 

Borrower Country .1lDit (in millions) .--.1 __ . ___ .J~8.l':t.. ____ Years Security lBnding AgencY/Source of Funds 
t\ 

~\ 
.~ Creditor: INTER-»nmrCAN DEVELOPMENT BANK (I.D.B.) 

"~~~"
,,~Mpnt1-. 

Brasll 

Colab1&. 

Bol1'Y1a 

Brasil. 

JtaracU.7 

$ 
PeaoaY 

• Crueirosy' 

• Feaoay' 

t 

• 
• 

Coata ll1ea • 

hnl • 

Y.. kprea.ec1 in USlequlftlenta. 
y. Pl_ c.maent .tee o.t 0.75%. 
J/ P~1JI aenice charge o.t 0.75%. 

]4.0) 
1.0) 
2.5) 
2.2) 

0.3) 
0.2) 

4.5 

10.0 

0.15 

3.5 

22.8 

5 3/41Y 

5 3/4121 

5 3/4.p/ 

4% 

4~ 

5 3/1j)/ 

2 3/4(2/ 
ItIJ/ 

12 yrs. 

10 yrs. 

5 yrs. 

10 yrs. 

16 yrs. 

1017:s • 

25 yrs. 

20 yrs. 

4 yrs. 

2 yrs. 

? ,..... .. 
...... .1.,ge 

3 yrs. 

4 yrs., 

2 yrs. 

1 yr. 

Central 
Bank 

I.D.B.I~ ordinar,y capital. 

n " II 

" " n 

Fund for Special Operations. 

" " " 
n " n 

Social Progress Trust Fund. 

n " n 

SourcelBaporta 'to tba Deftlo)a8nt Jdriaory C<laa1ttee (D.l.C.), OrganiaUon tor Econamic Cooperation and DevelopteDt (CECD). 

e 


