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expected that the first meeting of the development 
assistance group will take place in Washington on March 8-10 inclu 
sive, possibly carrying over to the 11th - although the time and 
place will not be formalized u.1til agreement is reached with the 
part:i.cipating nations. 

It is my hope that the IBPJ) would participate in two separate 
instances in this meetin3 as follows: first, that after the formal 
opening, you or another high level official of the Bank would 
establish a constructive atmosphere for the meeting by delivering 
an address on "Pr Inc Lp l.es and Problems of Development Lending. 11 I 
would hope that this address would outline not only the various 
principles which on the basis of the Bank's exper fence would offer 
useful guidance for the various countries in their bilateral develop 
ment financing, but also outline the major specific problems you run 
up against (e.g., inadequacy of planning, project selection, problem 
of completion as planned, availability of local currency for develop 
ment expenditures without adding to inflationary impact, excessive 
short term foreign debt, etc.) 

After this address, various U.S. agencies, particularly the 
Export-Import Bank, the Development Loan Fund, and the International 
Cooperation Administration would give discourses on their o~m oper 
ations, emphasizing among other things to what extent they utilize 
the various principles outlined by the Bank, and the mechanisms they 
use to help overcome the problems outlined by you. We would expect 
similar analyses by the other countries present of their o~m pro6rarns, 
followed by some open discussion of these programs. Within the 
co-rrae of these discussions we would hope that the other countries 
would receive some impetus towards establishing institutions, where 
necessary, and procedures for long term bilateral financi.!!,g in line 
with the principles mentioned by the Bank, and towards establishing 
decisions regarding loan maturities, project follow-up mechanisms, 
e tc , , which would diminish the number and intensity of the "problems" 
enumerated by you. 

Secondly, at a later point in the proceedings, I would hope that 
you.would speak on the subject of "Capital Market Problems and New 
Coordination Techniques." The first part of this address would cteal 
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with the basic problem of opening European capital markets to I~ 
bonds and with the possibilities of developing new legal or adnun 
istrative mechanisms within these countries to facilitate the direct 
placement of these bonds. 

~n the second part of this address, I would hope you would pre 
sent in a well rounded package the various conclusions reached as a 
result of your and :Mr. Rist' s studies, so as to place the Bank in 
an important role in any coordination of bilateral aid. Among the 
matters which I personally would hope could be presented would be a 
decision to enlarge and strengthen your Paris C?.~fice as another 
center for coordinated information (perhaps with arrangements to have 
certain key area economists available there at .certain times), a 
decision to work towards a list of "approved'.' projects, perhaps with 
the Bank also undertaking, on request, the completion inspection on 
such of the projects as may be financed. This list would be avail 
able for any interested country to help it in determining which 
projects it might wish to finance - either with or without partici 
pation by the Bank. This wou.ld, of course, carry no implication of 
responsibility for financing either by the Group jointly or by any 
particular member country or countries. If the list could include 
projects in countries, such as Turke¥, Greece, etc., where European 
countries may already be doing some development financing, but where 
the Bank is not presently doing any financing, it would seem to me 
to be an additional step in assuring that, regardless of the source 
of financing, the project would be one of constructive importance 
to the economy of the recipient country. Out of ·this might come 
increased efforts on the part of European countries to provide truly 
long term development financing from public funds - in addition to 
development investment by their private citizens - and to concen 
trate their extension of export credit guaranties on equipment for 
"approved" projects. 

In addition I would hope that you would be able to make concrete 
proposals on increased participation activities of the European 
countries along the lines you have outlined to me. l recognize the 
problems of dual interest rate!., but I think this is a situation 
which ultimately the Bank must accep:t in one form or another. As 
a suggestion, if it were understood that "approved" projects in ~ 
special category of your list, say Category II, would not ~e avail 
able for one hundred percent direct financing by the Bank in the 
next few years, but that the Bank would participate up to a specified 
percent with any country winning the compet~tive bidding, the way 
might be cleared for the borrowing country to accept a dual rate 
structure, since the country would realize that the Bank would not 
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in any event finance the total project itself in the next few years 
if at all - due to other projects having a higher priority. 

The above represents at this time only my personal views. The 
arrangements for the agenda of the development assistance group are 
being worked out not only between State and Treasury, but also in 
conjunction with suggestions still to be received from the various 
participants. Several of us from U.S. agencies have had an informal 
preparatory meeting which Burke Knapp attended. In my absence in 
El Salvador, my associate Philip Schaffner, will be carrying on for 
the Treasury. 

I do believe that the attitude and the proposals of the Bank at 
the March meeting of the Group will be important in setting the back 
grot.md for future effective development financing and coordination 
in the bilateral sphere, and it is my hope that the Bank will go as 
far as feasible along the lines mentioned above. As you know, 
various proposals have been made in Europe for developing coordination 
through European financial institutions - a procedure which would no 
doubt be supported by some of the European lending entities. I 
would think, however, that this would only-develop in the absence of 
positive Bank leadersl)ip_j.n this direction. 

Sincerely, 

T. Graydon Upton 

Mr. Eugene R. Black 
President 
The International Bank for 

Reconstruction and Development 
Washington, D. C. 


