
JASS F 

M R 1 9 2018 
WBGARCHIV 

STAFF IDAN COMMITTEE 

D 

CONFIDENTIAL 
ru;/0/725 
October 26, 1954 

Memorandum from the Department of 
Operations - Europe, Africa and Australasia 

Norway - Proposed Second Loan of $25 Million 

Introduction 

1. The Norwegian Government has asked for a mission, which will be 
leaving on October 31. We understand that the Norwgians want a loan more 
or less on the lines of the one made in April of this year. However, 
certain events since that loan was made will make some modifications necessary. 
Without anticipating the findings of the mission in general, which could 
conceivably make a material difference in the Bank's attitude, I think that 
the SLC should know in advance of the mission's departure what modifications 
we have in mind. The points to be considered fall under three headings: 
the project; disbursement procedure; and the dispute with the French bondholder 

The Project 

2. The object of the previous loan of $25 million, both in the minds of 
the borrower ( the Norwegian Government) and the Bank, was to help in meeting 
the strain on Norway's balance of payments and thus to permit the maintenance 
of a high level of economic development generally. There was no indication 
that the Norwegian Government was interested in the counterpart and in fact 
they agreed to use it to repay government debt. After discussing several 
possibilities it was agreed that disbursement of the loan should be related 
to the purchase of merchant ships being built in foreign yards. Records of 
payments for ships were easy to assemble and the amounts involved were well 
in excess of the monthly amounts which the Norwegians wanted to draw. 
Shipping payments provided a convenient occasion for disbursement rather than 
a reflection of the basic purpose of the loan. It was recognized that the 
shipping sector per se did not need to borrow. There was no attempt to ad
minister the loan as if it were for a specific project. 

3. This dichotomy has proved confusing and tying the loan to the import 
of ships has given rise to criticism in Norway •. On the one hand, critics 
of the government say that the shipping companies have to be brought in 
when the government wants to borrow money from abroad. On the other, the 
shipping companies themselves say that in fact they did not need the 
money and they did not really get it (only the foreign exchange, which they 
had to buy with Norwegian croms). 'Whatever the merits of these complaints, 
they exist. 

4. If possible, therefore, it would be .good to get away from shipping 
in the new loan operation. Such a move, however, -would present difficul .. 
ties. Ships constitute a large part of Norway's imports of capital goods. 
The principal projects of any size for which other capital goods w,uld be 
destined would probably be hydro-electric projects or industrial projects 
associated with them. Both are subject to some objection. Hydro-electric 
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projects are likely to require a long period of disbursement, whereas the 
Norwegians want a short one. Some of the bigger industrial projects are 
government o'Wlled. 

S. It might very well be that the only suitable solution would be to 
associate the loan quite generally with Norway's investment program as a 
whole. This solution ~uld have the advantage of being closer to the facts 
than any other. 

Disbursement Procedure 

6. If the solution suggested should be adopted, the question of disbursement 
procedure arises. Last time, disbursements were made against evidence by the 
Central Bank that payment had been made for the import of ships; an upper 
limit was put on the amount that could be disbursed in any one month and in 
practice this meant a flat $5 million a month because payments for ships were 
always much more. If a loan is made for the investment program in general, 
disbursement against any particular type of goods - except capital goods in 
general - would scarcely be appropriate. I would suggest that in this case 
the Central Bank be required to present the Bank each month with evidence of 
payment for capital goods in general, the list of capital goods being expressed 
in more or less detail as the facts seem to require. A monthly upper limit 
-would be imposed as before in order to prevent the loan being disbursed too 
quickly to look well. 

7. There is another point about the disbursement procedure which it might 
be well to recall, although no change may be involved. On the last occasion 
the shipping payments used as the basis for disbursements were mainly to 
the United Kingdom, Germany and Sweden. The governments of t hese countries 
were not prepared to release 18% currency for lending to Norway. The loan 
was, therefore, made wholly in dollars. Since the Bank did not wish to 
encourage member countries to withhold their 18% subscriptions by buying their 
currencies with dollars, it was felt t hat Norway should receive the dollars 
herself. 

8. If Norway's principal suppliers should again refuse to release 18% 
currency, this justification would still hold and there would also be another. 
In the last operation there might perhaps have been some argument in f avor 
of associating disbursements with the need for a particular currency, but in 
an operation such as I have described, the currencies would be indeterminate. 
We would, therefore, use the same procedure as before. It is worth noting 
that on this occasion there may be currencies other than dollars, for 
example Dutch guilders, that we could use, but this does not change the 
principle. 

9. If, on the other hand, it does appear possible to obtain 18% currency, 
a matter which needs to be investigated, it might be necessary to adapt our 
disbursement procedure to the circumstances, even at the cost of spoiling 
somewhat the Spartan simplicity of t he method proposed in paragraph 6 above. 
For example, the country supplying 18% currency might be willing to permit 
disbursements only against certain types of goods. This possibility can, 
however, only be discussed at a later stage when we know more of the facts. 
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Dispute with the French Bondholders 

10. In the President's Report and Recommendations on the last Norwegian 
loan a dispute with certain French holders of Norwegian gold clause bonds was 
described and the Bank's position stated as follows: 

n There is a longstanding dispute between the Norwegian Government 
and the Association Nationale des Porteurs Francais de Valeurs 
Mobilieres, representing holders of certain Norwegian bonds issued 
between 1885 and 1909. The French complaint appears to be twofold: 
first that since 1931, the debtors have paid the bonds on the basis 
of the various currencies in 'Which they were expressed (francs, sterling 
and crowns) and not on the basis of gold; secondly, that the debtors 
h~ve discriminated against French holders by paying Swedish holders in 
Swedish crowns without offering equivalent treatment to French holders. 
The Association has put forward certain proposals and has suggested that 
failing agree;nent, the dispute should be submitted to the Arbitral 
Tribunal of the International Chamber of Commerce. 

There have been discussions on the subject between French and 
Norwegian representatives over many years and the Norwegian debtors have 
not accepted the French case. They have stated, however, that they 
will abide by the decision of any court having jurisdiction of the 
dispute, including the Norwegian Supreme Court and the International 
Court of Justice at The Hague. 

In view of the complicated legal position and the nature of the issues 
involved, the Bank should not attempt to judge the merits of the case.• 

11. This statement was carefully drawn to reflect our neutral attitude but 
does not appear to have been neutral enough. We have been told by the French 
that the French bondholders think that the Bank is supporting their position 
(that the case should first be heard in a French court), 'While the Norwegians 
think that it is supporting theirs (that the case should f irst be heard in a 
Norwegian court). If there is no change in the Bank's views on this issue -
and no new information seems to have come to light - it may be desirable to 
make the statement more neutral still, if that is possible. 

12. I would suggest that the Bank repeat its former statement and add at 
the end of it some such wording as "nor the channels by which it should be 
resolved". 

A. S. G. Hoar 
Director of Operations 




