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M u c h cr i t ic i sm has been levelled 
against Shr i B K Nehru for his ob
servation that the I D A in i ts pre
sent form is not a real substitute 
for a full-fledged U N agency. He 
has d rawn pointed attention to the 
fact that the I D A . like the I B R D , 
does not have the .same member
ship as the United Nations and 
inevitably reflects the ' ideology, 
philosophy and even the theology' 
of the group in control . This may 
sound harsh, but it cer ta inly is not 
a travesty of facts nor depreciation 
of the cont r ibu t ion made by the 
W o r l d Bank. 

The fact is that the outlook of 
these agencies is essentially that of 
the capitalist countries of the West. 
A l l the cr i ter ia on the basis of 
which decisions are taken contain 
a hard core of dogma — on the 
'proper ' role of the pub l i c sector, 
on the concepts of ' c redi t -wor th i 
ness', ' s tabi l i ty ' and so for th . T h i s 
is not to decry the agencies totally, 
but to underline their incapaci ty 
for shouldering the entire burden of 
development. 

That apart, the point remains 
that the exist ing insti tutions cannot, 
for one reason or another, do cer
tain things to assist the developing 
countries, and this has to be tackl
ed. Here again, the instance cited 
by Shri Nehru. viz. the exclusion of 
a" public sector steel plant f rom the 
list of el igible projects for loan 
assistance, is not jus! a debating 
gambit . Few w i l l deny that salva
tion for underdeveloped countries 
lies in the r ap id development of a 
complex of industries and that steel 
has a special place in such a 
programme. If it is necessary 
that steel output should be ex
panded in the national inte
rest, it is for the developing country 
to decide in which sector control of 
that industry should l ie. To deny 
capital or technical assistance to a 
country merely because the steel 
plants w i l l be in the nationalised 
sector is suurely not a completely 
objective stand for an internat ional 
inst i tut ion to take, It is the dor-
tr ine that Governments are incap
able of managing industries effi
ciently that lies at the root of this. 
And one ought not to fight shy of 
saving so sometimes even if it 
hurts. 

A l l this notwithstanding, the 
chances are that the U N Capital 
development fund w i l l not come 

into existence j u s t because a reso
lu t ion has been passed in the Eco
nomic Committee. Even i f i t 
emerges, i t w i l l have no more v i t a l i 
ty than the U N Special Fund so 
long as conflicts w i t h i n the U N 
continue and economic aid remains 
part and parcel of the instruments 
of the cold war. I t is, therefore, 
less impor tan t than the basic p r i n 
ciple sought to be established by the 
Economic Committee in regard to 
the magnitude of net capital out
flows f rom the economically ad
vanced countries. If the more 
affluent members of the Un i t ed 
Nations were to accept the need of 
t r y i n g to d iver t about one per cent 
of their national income to develop
ing countries, through whatever 
agencies they l ike , the recipient 
countries wou ld not tend to make 
an issue of the mechanism adopted. 

Percentages, it w i l l be argued, 
are always deceptive and the ad
vanced countries are l ikely to pay 
less attention to the magic one per 
cent than to the absolute figure of 
about $ 7 b i l l ion which it repre
sents. This , it must he noted w i l l 
be the target for "net capital out--
flow' excluding the repayments 
made by the recipient countries or 

the charges borne by them in one 
f o r m or another, and the 'defence 
supporters ' . The gross magni tude, 
therefore, w i l l be considerably more 
than S 7 b i l l i o n though not as large 
as the sum of $ 14 b i l l i o n per 
annum recommended in 1951 by 
the L N Group of Experts. T h e 
a id -g iv ing countries would be i n 
clined to look at the relat ionship of 
this gross magni tude to the current 
flows, and to the balance of pay-
ments f igures . A n d in the case of 
some of them at least, such compa
risons w i l l make their imagina
t ion boggle. But they ought also 

to look at certain other magnitudes 
— such as the per capita aid flow
ing at present to the developing 
countries. At current rates, the 
figure works out at something l ike 
$ 3.00 per annum per head. A 
doubl ing of this is not l ike ly to 
obviate the need for heavy sacrifices 
on the par i of the peoples of under
developed countries for the sake of 
economic progress. 

But none of these statistics is of 
any use if the richer countries of 
the wor ld do not have the same 
sense of urgency about economic 
development as the countries seek
ing larger and quicker aid have. 

Cut in U K Bank Rate 
LIKE the ha l f per cent cut in 

October, reduction in the lend
ing rate of the Bank of England 
f rom 5½ to 5 per cent, announced 
last week, is designed essential
ly to relieve pressure on the dollar. 
How much this w i l l contr ibute to 
an easing of the dollar 's position 
depends not merely on its direct 
impact on interest rates in the U K 
but also on the reaction of the 
European central banks, part icular
ly the Bundesbank, to this move. 
Should European countries continue 
to mainta in their current positions, 
the net effect of the lower bank rate 
in the U K may only be to after 
somewhat the di rect ion rather than 
the magnitude of the capital outflow 
from the U S. Even that is none 
too certain, since the b i l l and bond 
rates in London still stay around 2 
per cent higher than those in the 
United States. 

Nonetheless, it is a gesture of 
considerable significance for two 
reasons. Fi rs t ly , if this remains a 
unilateral move on Br i ta in ' s part , 
and if Br i t i sh exports continue stag
nant or fa l l , it is possible that the 

1818 

pound sterling w i l l f ind itself sub
ject to pressure in international 

markets. If the strain continues 
long enough to cause a serious fall 
in gold and dol la r holdings, it 
might pave the way for a specula
tive run on sterling. That Br i t a in 
considers it wor thwhi le to lake this 
risk is an indicat ion of her eager
ness to avoid the greater risk 
of pu t t ing the dollar on the defensive. 

Secondly, the domestic effects of 
a revision in the Bank Rate have 
presumably become less of an i nh i 
b i t i ng factor possibly on account of 
the continued difficulties besetting 
the durable goods industries, and 
apprehension of a recession if the 
output of these industries does not 
move up. But larger output in 
these industries depends on a revival 
of export demand, which raises in 
turn problems of keeping down both 
domestic incomes and costs. The 
cut in the bank rate may thus be less 
important as a direct incentive to 
producers than as a wa rn ing to 
labour unions not to press their 
demands for higher wages. 
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