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July 31, 1967

Professor John G. Curley
American Economic Review
Room 220

Stanford University
Stanford, California 94305
Dear Professor Curley:

Baclosed are two coples of my review of America
1n the Market Place by Paul Douglas which you requested.

Yours 'w.

Bela Balassa
encl. Economics Department



Place - By Paul H. Douglas
" II"""’"""" “mm b.ix.l”. ‘7-”

Senator Douglas provides a highly readsble exposition of his
views on international trade, tariffs, and the balance of payments. The
book is addressed chiefly to the policy-maker and the non-economist but
some of its chapters, like those on the historical development of tariffs
and trade, merit the attention of economics studeats also.

In most questions, Douglas is on the side of the angels. He
presents a convincing case for free trade and effectively dismisses the
arguments of protectionists. The mercantiliste meet with a similar fate
and there are trenchant refereaces to present day mercantilists. HNever-
theless, in the policy discussion Senator Douglas appears to accept the
popular view that considers the other countries' tariff concessions as a
gain and owr own as & sacrifice. He subnite that we are pledged to get as
much as wo give and complaine that the tariff concessions offered by the
Common Market in the Kemnedy round of tariff negotistions are not sufficient-
1y generous (p. 1h6).

In the historical part of the book, Douglas i sherply critical
of protectionist tendencies in the United States in the late nineteenth
and the early twentieth century and endorses the moves made towards free
trade since Cordell Hull's Trade Agreements Act of 193L. But in the dis-
cussion of recent tariff negotistions, the United States comes off a little
too well, It is claimed that we have had only ninor departures from a
liberal trade policy and that the specific protective measures used by the
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the U.5. "have been relatively slight in comparison with the export bounties
and covert forms of discrimination precticed by many other nations.” (p. 299).
Tlgewhere, American generosity and Hurcpean self-interest are contrasted.
Thus, Douglas submits thet, in separating the discussien of agricultural
goods from that of industrial merchandise in the Kemnedy round of negotiations,
"once again the generous desire of the Americans to co-operate had been
turned by the Burcpeans to their own advantage” (p. 145)

The views voiced ia the discussion of aid to less developed
countries are also open to dispwte. According to Douglas, "on the whole,
the United States emsrges {ron these comparisons as Ly far the most gensrous
of the industrial mations. I has also distributed ite assistance over &
much wider spectrua of countries and, having no colenial espire of ite
—,mmmmuwmm'wmum
had no political cemtrol." (p. 196). This exposition disregards the
political snd military objectives of U.5. aid and the concentration of a
good part of it in Vietnas, Korea, and Taiwan. Also, one can hardly clain
that our burden of foreign assistance much exceeds that of any other
Vestern nations. According to the latest 0D cospilation, in 1965 V.S,
aid to develaping countries amounted to 0.6L perceat of national incoms,
while the correspending ratios were 1.06 in France, 0.0L in Belgium, and
0.59 for the ONHCD countries as a whols. Irue, ow aid terms are generally
more favorable than those of other countries, but much of U.S5. food aid is
overpriced and tied aid may entail a larger excess cost in this country
than elsewhsre.
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Senator Douglas has considerable intersst in international
nonstary arraagements. He favars a aedified version of the Triffia Plan
under which new reserves would be distributed to the mewbers of a re-
organized INF in propartion to their quotas. These new collective resarve
uaite would grow at a rate that peraits total reserves to increase at
about ] percent a year. Novertheloss, sslective lacreases would also be
paraitted.

Increased international reserves would perait countries to
“ride out" larger balance-of payments fluctuations than they have in the
past without necessitating variations in exchange rates. Senatar Douglas
is a staunch opponent of flexible rates. He maintaine that Britain
narrowly escaped devaluation in 196L and again in 1965 and that she “was
saved directly and indirectly by the United Statea” (p. 270). Some would
interpret the historical evidence in a differeat fashion and blaw the
U.8. government for having everted pressure on Britaia not to devalue.

This meader would also disagree with Douglas on the deeirability
of establishing & trading area consisiing of the United States, EFTA,
Canada, Australia, Jow Zoaland, and Jepan in the sveat that the Cowwm
Harket decided against participation. This propesal would orsate a
division in the Atlantic alliance and would tend to increase the doninant
positicn of the United States in political and economic relationships with
the allies which is opposed by many Suropesns. A continuation of tariff
negotiations wndor the most-favered-nation clause might be a better weans
for furthering ouwr political and econsmic dbjectives.
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These comsents should not detract from the valus of the book
which presents an elogquent and reasoned plea for freer trade, for helping
less developed countries, and for improving the international monetary
mechanisn, It should be read by Douglss' former colleagues in Congress,

as well as in the Executive Branch, and it should command atteation among
pecple interested in owr imternational relations.

Bela Balassa

mm:«wmm and
The Johns Hopkins University "



July 31, 1967

Mr. Harry H. Bell
Director, Research Division
United Nations Conference on Trade and Development

the
of effective protection and consider this
the use of nominal tariffs., On the other hand, representatives of

foreign ministries (the U.S. State Departmeant and the British
Foreign Office) are generally hostile to the use of the new
concept. Nonetheless, it seems to me that its acceptance is on
the increase.

Sincerely yowrs,

Bela Balassa



July 28, 1967

This is a follow wp to my letter to you of July 2Lth.
I have just received a copy of the Norwegian tariff schedule
for the years 195455, It appears that

EE
;
a'l.

With best regards,
Yowrs sincerely,
Bela Balasgsa
S~ ‘conemics Department

ce: Mr. Stevenson
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Mr. I. S. Friedman July 27, 1967

Bela Balassa

The enclosed paper may be of interest to you. It was prepared
for a Conference at Cornell University in April, 1966, and will be

published early next year.



July 26, 1967

Mr. Charles Fricke

Hayden & Stone
One Wall Street

New York City, N. Y.
Dear Mr. Fricke:

I received today the enclosed statements concerning
my IBM stock. I am not quite sure what they mean, At the smme
time, you will recall that I asked you to purchase one 60ths
IBM in order to round out my holdings to e + I have not yet
received any notification of thie purchase,

Yours very truly,

Bela Balassa
Bconomics Department



TO:

FROM:

SUBJECT:

T ENATIONAL DEVECORWENT ‘ INTERNAT |ONAL BANK FOR INTERNATIONAL F | AN
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORAT I ON

OFFICE MEMORANDUM
r. Jan de 'ie\ille DATE:  July 2L, 1967

Bela Balaska \"Q

Comments on Schlomo Reutlinger's, "Techniques for
Project Appraisal under Uncertainty"

il Mr. Reutlinger gives a generally fair review of the
literature on decision-making under uncertainty. He is less successful
in attaining his objective "to present workable procedures of analysis
to practicing project appraisers, within and without the Bank." (p. 1).
There are also problems with the presentation of the material. At some
points the discussion is overly detailed while elsewhere technical
terms introduced without explanation will baffle the non-initiated
reader. The following statement may serve as an example: "However,

in practice, one may find that exact mathematical solutions for non-
linear, non-additive functional relationships are extremely difficult
and not worthwhile to calculate, and instead can be adequately approximated
by using the capacity of high-speed electronic computers." (p. 22)

The Nature and Appraisal of Uncertainty

2s The reasons for the use of the probabilistic method are
correctly stated in Section II of the paper. In places, however, the
clarity of the discussion could be improved. Further, I do not find

it appropriate to use the example of repeating a simple game for

"the aggregation problem"; nor do references to the choices made by

a "conservative person" have much appeal to me. One should introduce
the problem of decision-making under uncertainty by discussing first the
probability distribution of possible outcomes and providing references
to individuals' utility functions at a later point.

3. As regards the actual estimation of the probability distribution,
Reutlinger expresses the view that if the appraiser finds it impossible

to assign probability values to each possible outcome, "he so implies that
the outcome of this variable to the best of his knowledge is equally

likely to fall into each subclass.” (p. 14). I do not agree with this
statement, since the described selection of the subclasses is entirely
arbitrary. Instead, subclasses should be selected in such a way that

they have approximately equal probabilities.

L. The author examines the danger of overestimating the potential
outcome if "most likely" values are taken. (pp. 17-18). Clearly, we

have an equal degree of danger of underestimating it. (Assume in the

example that revenue from both sources is estimated to be either 10 or 5

with respective probabilities of 0.l and 0.6). Also, for the sake of
symmetry, the "conservative" appraisal should be contrasted to an "optimistic"
evaluation of the possible outcome.
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Calculation of Project Returns under Uncertainty

5. The introduction to Section III is repetitive. It would

be useful to concentrate all discussion of the need for probabilistic
Judgment in Section II and the practical problems of calculation in
Section III. Accordingly, questions relating to the estimation of
probability distribution (pp. 13-15) may also come into the latter
section. 1In turn, the last part of Section II should include a discussion
of the need for considering the mean as well as the variance of possible
outcomes in the decision-making process.

6. In Section III the author provides a learned discussion of
probability concepts. However, the inclusion of the detailed mathematical
argument in the text is neither necessary nor desirable for the present
purposes. Readers without previous background in probability calculus
will be bewildered by the complications of the analysis and may not be
able to follow the argument. I suggest a complete revision of the section,
the text of which should provide a careful "build -up” of the argument

by the use of simple examples while the mathematical presentation could be
relegated to an appendix,

Project Decisions under Uncertainty

Y The discussion of the individual's utility function is un-
necessarily fuzzy and, at places, misleading. According to Reutlinger,
unless he is an "all out gambler" the individual will choose among the
three options open to him, either a sure chance of receiving 10 dollars
or a 50-50 chance of getting 6 or 16 dollars and he would discard option C
that would yield him O or 2l dollars, each with a 50-50 chance. One can
hardly accept this judgment. The mathematical expectations of the three
options are 10, 11, and 12 dollars respectively, with risks increasing
i-passu. The outcome will depend on the individual's evaluation of the
marginal utility of money (wealth) and he may choose option C even if his
utility function is concave to the horizontal axis. (This will be the
case if the utility of receiving 0, 6, 10, 16, and 2} dollars is evaluated
at 0, 6, 9, 1, and 21 units).

8. Further, it is incorrect to say that in the third case
described by Reutlinger, "the endowment and the variability relative

to the average of the respective outcomes in this situation are approx-
imately the same as in the first and the second cases." (p. 66). The
individual's endowment is zero in the third case and the range of the
outcomes is considerably larger than in the previous instances. Finally,
in the fourth situation, Reutlinger re-introduces the mythical conservative
individual whose assessment of the game is clearly unrealistic.

9. These defects of the exposition can be remedied by introducing
the concept of the marginal utility of money (wealth) and by using simple
geometry a la Friedman-Savage and Markovitz. 1In my teaching I have found
that undergraduates without any previous preparation easily understand
the arguments of these writers. 1In fact, geometrical techniques appear
to me the only way to get the point across.
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10. In the discussion of public investment decision, Reutlinger
expresses the view that "fortunately for those having to advise on the
selection of government financed projects ... the kind of uncertainty
decisions most frequently encountered by governments are those described
by the second and fourth cases of the hypothetical example" (p. 68):
investment plans consisting of many diverse projects with uncorrelated
risks and plans entailing only small net additions to total revenue.
Should this be the case, the uncertainty issue could bte neglected. But
in developing countries the number of projects under consideration is
usually small and most of these represent an important addition to the
nation's present endowments. Hence, as subsequent examples given by

the author also indicate, a consideration of uncertainty is of importance
for these countries.

1l. The above objection can be met by rephrasing the introduction
to the discussion of public investment decisions. But this entire sub-
section should come at a later point after the discussion of utility
theory. In this way, the relationship between individual and collective
utility can be introduced before getting to public investment decisions.
In this connection, considerable attention should be given to negative
outcomes while the statement concerning "the slow disappearance of risk
takers and its consequences for the growth potential of the capitalistic
system" (p. 76) should be deleted. This statement is not substantiated;
neither is it necessary for the argument.

12, In conclusion, it appears that despite its obvious merits,
Reutlinger's paper would have to be substantially revised to be useful

to the Bank. Emphasis should be put on explaining the theoretical basis
for decision-making under uncertainty in simple terms while the calculation
of expected returns and their variance should be illuninated by examples,
moving from relatively simple to more complicated cases.

BBalassa/pam

cc: Mr. A. M. Kamarck
All recipients of study



July 24, 1967
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you, asking
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greatly appreciate it if you could get in touch

th ¥r. Howb and tell me where we stand,
It was a pleasure seeing you in Oslo and I very mmch

forward to our continued cooperation.

il

wi

Sincerely yours,

Bela Balassa

P.8.

I an enclosing a second copy of the letter to Mr. Homb.



July 21, 1967

Mr. Donald M, Chaffee, Jr.,
University of California, Davis
Department of Economics

Davis, California 95616

Dear Mr, Chaffee:

In response to yowr request for a reprint
article "Trade Creation and Trade Diversion in the Buropean
Cormon Market" which in the March 1967 issue of The
Ec J I am serry to have to advise you that I
no ve any more copies, May I suggest that you write
to Mrs. Jean Malligan, Bconomic Growth Center, 52 Hillhouse
Averue, New Haven, Connecticut for a copy.

Yours sincerely,

Economics Department



July 21, 1967

Sela Balassa
Adviper
Econonics Uepartaent
EBalassa/pap
cct Messrs. J. Burke Enapp
J. G. Cano
A. M, Kassarck

Gearge Young ~ EFTA
Joseph A. Silverstein - State Department
blue book



July 2k, 1967
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Mossrs. Kamarck




July 21, 1967

Mr, Petter Jakob Bjerve

Statistisk Sentralbyra

Central Bureau of Statistics of Norway
Dronningens Gate 16

Oslo, Norway

Dear Mr. Bjerves
Economic Planning in Norway". I have read with great interest

of
plans in Buropean countries at some later date, I would like to
call on you again to discuss the application of Modis II and
other matters.
With best regards,

Sincerely yours,

Economics Department



July 20, 1967
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Western Burope, J:
Sor Vs oo 1905, 3 weald
Yowrs sincerely,

Bela Balassa

Adviser

appreciate it if you could supply us with this information at

your earliest convenience,

Thanking you in advance, I remain

States, Canada, countries of
New Zealand and South Africa,

3%



July 20, 1967

Me. T. Sirisena
230 Barris Street, Apt. 7
Kingston, Ontario

Dear Mr. Sirisenas

In response Lo your request, I am sending you &
copy of the 1ist of input/output coefficieats used in wy
JPE article on tarifl protection in ladustrial countries.

Yours sincerely,

Bela Balassa



July 20, 1967

kept in strict confidence.

Yours sincerely,



July 20, 1967

of Econonics
Sorthern Illinois University
Dekaldb, Illinois 60115

Dear Professer Scaperlanda:

Professor Anthony Scaperlanda
Department

Data on EBC imports from the associated countries
and from other developing nations are given in Appendix I
of my Economic Journal article. I have also made some mare
detalled comparisons but these are not available in a form
I could send to you.

Yours sincerely,

Bela Balassa



July 20, 1967

Richard D, m' Inc,
1818 Ridge Road
Homewood, Illinois
Dear 3irs:

Iv:l.qltoorderacopyofhmm.fm,
"Readings in International Economics." Please send this
to my home address and bill me at yowr professional

discount., I am a member of the American Economic Association,

Yours sincerely,

Bela Balassa
Economics Department



July 19, 1967

Manhattan Metracar
326 East LBth Street
New York City, N. Y.

Dear Sirs:

This is to confirm owr telephone conversation con~
cerning the rental of a Mustang convertible for the period
August 7th to September 1llth., I understand that your weekly
rate is $69.65 and there is no mileage charge. Mill liability
and collision insurance is an additional $8.00 a week plus
Mlmil.,

The car will be for a French friend, Mr. Eric Bernard,
who will arrive in the United States shortly before August 8th.
Mr. Bernard has an American Express credit card; the number is
h92'087"360"’30

I would appreciate receiving your confirmation of this
reservation at my home address, 2500 Que Street, N.W., Washington,
D.C. I am enclosing an extra copy of this letter for this

purpose,
Yours sincerely,

Economics Department

Conf irmed.



Ny 18, 1967

Janeire UCB

APO New York 09676
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yours,

Messrs., Stevenson, Dyer, Ian Little (OHCD Development Center)



July 18, 1967

Mr. E. Raymond Platig
Director

0ffice of External Research
Department of State

Washington, D. C.
Dear Mr. Platig:

Bnclosed are the completed application forms and
fingerprint charts as requested.

You may wish to note that the address given for

the State Department fingerprinting office is incorrect.
This was especially annoying in my case since, after having
gone to the Federal Office Building on E Street, I had to
return to a building next to the one in which I am working.

Yours sincerely,

encl. BEcononics Department



2500 Que Street, N.W.
Washington, D.C. 20007

July 18, 1967
Government of the District of Columbia
Finance Office, Revenue Division
Municipal Center
300 Indiana Avenue, N.W.
w' D.C. 20001

Dear 8ir:

encl, Economics Department



2500 Que Street, N.W,
Washington, D.C. 20007

July 18, 1967

Collector of Taxes
New Haven
Connecticut

Dear S8ir:

On June Sth I sent you a letter explaining the
deductions I had mades in wmy D. C. income tax return., I
have now receilved a statement on the amount of property
tax paid to the City of New Haven in Connecticut on
February 1, 1966, A copy of this statement is enclosed.

Yours sincerely,

Bela Balassa
Hconomlcs Department

encl.



July 18, 1967

M, Philip B. Mosely
Colurbia University in the City of New York
622 West 113th Street
New York, N. Y. 10025

Dear Phils

Tour letter of June 9th reached me upon my retwrn from
a five weelks trip in Durope; hence the delay in answering.

I am grateful for yowr interest in the book and also
for sending me one of the two copies you received from the Coumeil,
They are indeed very skimpy with futhor's copies and I received
only ten of them.

I regret that it has been a long time since we last met,
I wonder if I could invite you for luach whenever you are
Washington, T am an Adviser with the World Bank on a full
basis until September and will continue as a part time Bonsultant
afterwards, During the academic year I will be here on Mondays,
is



July 18, 1967

Alexander's Rente-a«Car
405 East 65th Street
New York City, N. Y.

Dear Sirs:
I would like to reserve a Plymouth convertible with
bucket seats for period August Oth September 1llth, I

the 8th to
understand that your monthly rate is $279.00 and that there is
.nhqochng-otuanuomz,ooom. The car will
be for a French friend, Mr., Eric Bernard, who arrive in
thoﬂnitodsumahwﬂybei'mhuuté th, MNr. Bernard has
an Anerican Express credit card; the number is L92-087-360<3. |

thhtmknwthomtntthnd-puitm
require. Also, I would like to know the insurance coverage
you offer. Your reply should be sent to me at -

2500 Que Street N.W.

Washington, D.C. 20007

Yours sincerely,



July 18, 1967

Mr, Peter de Janosi
The Ford Foundation
477 Madison Avenue
New York, N. Y.

Dear Peter:

Since our last conversation, I talked to Professor Jean
Benard of the University de Poitier who is also Director of CEPREL
(a French Institute doing research on plamning and forecasting).
Benard plans to apply for a Ford Foundation research grant to
finance a stay of one year in the United States. His first choices
are Berkeley and Harvard since at these two universities he can find
people working on problems o: pablic goods and educational planning
in which he is presently interested.

I also talked to Benard concerning teaching and research
in economics in France. While agreeing with my diagnosis he indicated
that a promising new avenue has opened up in the form of the Bcole
Pratique des Hautes Etudes which provides seminars for advanced students
and also serves as a clearing house for research funds. The Ecold
Pratique includes professors from the University of Paris, the Ecole
des Mines and other institutions so that some of France's outstanding
mathematical economists also participate in its work. The President
of Section VI dealing with social sciences is M. Braudel, a Professor
of History at the College de Ffrance. You might wish to talk to Braudel
in the event that the Foundation's operations will be extended to France,

I also tried to contact Pascal Salin, who is the main
organizer of the Seminaire Jean-Baptiste Say about which I talked to
you earlier. While I was not able to speak to Salin during my stay in
pnpnronthodcnlmt.anduttﬂthldt.hom.
paper roquutt.hatitborotumodtou.
Lctmaddhmthltltm the lines of research carried out and planned
by the seminar very promising and I believe that they would deserve

5.

Yours sincerely,

Bela Balassa
Adviser

Economics Department



July 18, 1967

Mrs., Jean Mulligan
Economic Growth Center
52 Hillhouse Avenue
New Haven, Conn.
Dear Jeani
I have not received reprints 96 to 102 of the
Growth Center Reprint Series. May I ask you to send these
to me please.

Yours sincerely,



July 17, 1967

Professor John H. Power
University of the Philippines -
University of Wisconsin

P.0. Box 776

Manila, Philippines

Dear Johnt

I have today sent you under separate cover, the
two IBRD studies you requested in your letter of July 7th.

The IMF study by P. D. thn, #Tax Refarm in Malaysia® is
now, however,
With kind regards,
Yours sincarely,
Bela Balassa
Adviser



July 17, 1967

Princeton University
International Finance Section
Department of Economics

P.0. Bax 64k

Princeton, New Jersey 08540

Dear Sirs:
I would appreciate your sending me the following:

No. 59 N. T. Ihq, New Proposals for the
Finance of Development. (April 1967)

No. 12 Robert Triffin, The Evelution of the International
Monetary System: Historical Reappraisal and
Puture Perspectives., (June 196})

No. 18 Benjamin J. Cohen, Adjustment Costs and the
Distribution of New Reserves. (Oct. 1966)

I am enclosing a cheque for $2.00 to pay for the
latter two.

Yours .w,

Bela Balassa



July 17, 1967
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Mr. Andrew M. Kamarck July 1, 1967

Ll ation and Resource t
‘l!

E"U

I am enclosing a paper I prepared on the above subject
last April for a Conference at Cormell University. It will be

published in early 1968.

The discussion at the Economic Committee meeting on
Central America indicates that there is considerable interest in the
Bank in problems of regional integration. Given this interest, it
might be useful to send copies of the paper to people in the Western

Hemisphere Department as well as to other Area Departments. I would
like to ask for your approval for an informal distribution of the
paper.,



July i, 1967

Harvard University Press
me" m..’ 02]38
U.8.A.
Dear Sirs:
Please send me Wolfgang Stolper,
"Planning without Facts" and bill me at the

faculty rate.

Yours very truly,

Bela Balassa
Professor of Political Economy



July 1, 1967
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July 1, 1967

Mr, Harry H. Bell

Director, Research Division

United Nations Conference on Trade and Development

Palais des Nations
1211 Geneve 10

Switzerland



July i, 1967

we had elsewhere in the volume. Furthermere, ve
instated new paragraphs in a few cases where this did not
appear necessary. Incidentally, such changes have been made
wmmmwwummmm.rmm
mmwamhwmmwhmw.

One final point, in the sentence, "Although there
is no consensus among economists ...," I added the reference
to you that the statement "the economic advantages of
may outweigh the advantages" is yowr owm, I would be glad to
change the formulation in page proofs but wish to avoid the
implication that this would be generally accepted.

Yours sincerely,

Economics Department
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July 1, 1967

/
Review of Hconomics and Statistics
232 Littauer Center

~ Cambridge, Mass. 02138

7
Dear Sirsi

On February %th I sen
to renew my subscription to the
tics for the year 1967, To date I have not
of the periodical for this year. May I ask you to send me the
issues that have appeared so far,

é
®
g
2
8

Bela Balassa
Adviser
Economics Department



July 1, 1967

John L. k&, mqo'
Richard D. Irwin, Inc,,
1818 Ridge Road,
Homewood, Illinois

Dear Mr. Ecobs

I have now received nddit.iml copiu ct bath
the Portuguese edition of my "Theg abio:
and the Spanish edition of my ™ 'I‘I’,_.’luuu"lim """"

Countries".
Many thanks,

Yours sincerely,

Bela Balassa
Mviser
Economics Department



July 13, 1967

I have made all the indicated by you with
two exceptions., On the last page I have not included the
newly added paragraph on negotiations concerning particular
industries because this was in conflict with some discussion

One final point, in the sentence, "Although there is

no comsensus among economists ..." I added the reference to you
since there is, indeed, no on the issue noted in the
second part of the sentence. I would be glad to change the

according to which "the economic advantages of dumping may outweigh
the advantages" is your own.
Yours sincerely,
Bela Balassa
Adviser

Economics Department



July 13, 1967

Professor not'in
D. M cd.hp
Lphal, Indiz

Dear Professor Sarmat

Imwun 7: mn'n:quﬁ
mlto::.u-mpoj:t I have some doubts
o mhn.:n:mhr m-omh:.nm-
arrangement; at the sane time, India doss not show much willingness

to participate.

I would be interested to see any cutline you aay
prepare on yowr approach. Until then, I remain
Yours

M'

Bela Balassa



July 13, 1967

Lic, Gerardo Bueno
Nacional Financiera
Vemustiano Carranza 25
Mexice 1, D.F. Mexico

Dear Gerardo:



July 13, 1967
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Yours sincerely,
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Tours sincerely,

t

¥, David B. Huphrey

University of Califarnia
Berkeley, California 94720



July 13, 1967

*. Tl AO m’ Hl A.

Registrar

Coleg Prifysgol University College of Wales
Cymru

Wodes

Dear Mr. Owens

Having recently returned from vacation, I found your
letter concerning Mr. James L. Ford's application fer the post
arl’mteucrotmmictttmcouuo. I trust that my
answer does not come too late.

I am familiar with Mr. Ford's writing and also saw
hiumlmatocmimdmin‘hilwnnhlhimity
several years ago. I have 2 high regard for his capabilities
and I am confident that he will contimue to publish in the field
of international trade. In his major book he has synthesized
various contributions to the Heckscher-(hlin theory, while other
papers show a considerable aptitude in using theoretical tools,
I am not familiar with his teaching ability,

On the basis of my knowledge of him, I warmly
recommend Mr., James L. Ford for a Professorship at your
institution.

Yours sincerely,

Bela Balassa
Economics Department



July 13, 1967

to see
w Hoping you again in the not too distant

Yowrs sincerely,



July 13, 1967

Mr., W. Feckenscher
Verlag Herder

7800 Freiburg, Germany
Hermann<Herder -Strasse U

Dear Mr. Fickenschers
Thank you £ mhﬁt&dmﬂﬂl. I will

or
indeed be happy to write the article on Theory of

Economic Integration" and the January 1968 deadline appears
feasible.

Yours sincerely,

Economics Department



July 13, 1967

Me, J. N. Christensen
S8ilver Store

Vester Voldgade 8
Kobenhawn V.

Denmark

Dear Mr. Christensens

Thank you for your letter of June lst which
reached me upon my return from Burope.

The solution you suggest is perfectly fine with
me and I am enclosing a cheque for $31.00 to pay for the
remainder of the shkpment., Please send this in several
parcels marked, "Gift. Valued under $10.00" to

Mr, Bela Balassa

2500 "Q" Street N.W.

Washington, D.C. 20007

Yours sincerely,

Bela Balassa
Economics Department

P.B.

I have just received the first package containing
two knives.



Mr. Andrew M. Kamarck July 13, 1967
Bela Balassa
Economic Seminar Luncheon

@Izo,yg-rww,nmn. Strout

This is to advise you that the following people have been
invited and will attend the luncheon to be held on Thursday, July
20th, at 1:00 p.m. in Dining Room As

Messrs. Kamarck
Sacchetti
de Vries



July 12, 1967

for the Council while the monographs are derived from this and
also contain additional material. At the same time, Hopkins Press
is, in a sense, the "depository" of the Council's ariginal copy-
right, while the monographs have a "derived" c ight. I am
M,mm.mxemmammmmum
of yow monograph.

With best regards,
Sincerely yours,



July 12, 1967

lMrs, Ann Ambrose

The Johns Hopkins University Press
The Johns Hopkins University

5820 York Road

Baltimore, Maryland

Dear Mrs. Aubrose:

wehawnwznuhdwodmdincthnuanm%

% The printer has done a good job
were a few ¢ ions to be made. With the exception of
Chapter 9, neither did the authors make many changes. A few comments follow:

1. On Galley 1, the headings for Tables 1.1 and 1.2 are indicated.
This is an error since the table headings in question were on a
separate page and do mot correspond to any tables in the text. They
should be deleted.

2. The Appendix tables to Chapter I are mexed together with the

text on Galleys 3, L4 and 5. They should come after the text of the
chapter, starting on a new page. The same procedure should be followed
in regard to other chapters.

3. On Galley 18 and on several following pages the title of Mr,
Wonnacott's book has changed. The new title is rather long and I
wonder if it can be replaced by gp., ¢it. whenever it is cited again.

L. On Galleys 109, 110 and 115 the Greek letter (eta) is missing.
Moreover, in cases where it does appear in the text (Galley 115) it is
not shown in the usual way. In the enclosed paper, *Tariff Protection in
Imwmcmiulnnrdnﬁm!'onmsg7th-cmtwot
printing this letter is shown. Plsase retwrn this paper to me eventually.

S, On Galley 107 I have changed "Methodological Appendix" to "Methodological
es"., This has becmme necessary to emphasize the independence

of each Appendix. For the same reason I wish to ask you to "upgrade"

the main subtitles: to Chapter I (Galley 107), Appendix to

Chapter II (Galley 112) and Appendix to Chapter III (Galley 115). Also,

as indicated in the corrected proofs, the names of the authers to the

Appendices should be added.

Yours sincerely,

Bela Balassa
Adviser
Bdonomics Department



July 5, 1967

Mr. Petter Jakob Bju'n

Statistisk

Central Bureau of st.;t.mm of Norway
Dronningens Gate 16

Oslo, Norway

Dear Mr., Bjerve:
Mr. Balassa is expected back in the office on
Tuesday, July llth, at which time I shall bring to his

attention your letter of June 30th together with the
attachment.

Yours sincerely,

Secretary to Mr. Balassa



July 5, 1967

Jean J. A. Salmon

Professor at the Law Faculty
Avenue F.D, Roosevelt, 39
Bruxelles 5, Belgium

Secretary to Mr. Balassa



Mgp 1967

Mr. David B. Humphrey
of Fconomics

University of Califernia
Berkelsy, Califarnia 94720

Dear Mr, Humphrey:

Mr. Balassa is away from the office until July 11.
He will reply to yowr letter of June 2, 1967, wpon his

Very truly yours,

Winifred Blansfield
(Temporary Secretary to Mr. Balassa)



July 5, 1967

Miss G. E. Chubb
Hill, Samuel Inc.,
430 Park Avenue,
New York, N. Y. 10022
Dear Miss Chubbs
In Mr, Balassa's absence in Burope, I wish to acknowledge
receipt of 50 copies of the Spring 1967 issue of "Moorgate and Wall
Street."

Yours sincerely,

Phyllis Muddiman
Secretary to Mr. Balassa



July 5, 1967

Political Science Quarterly
321M Fayerweather Hall
Columbia University

New York, N.Y. 10027

Dear Sirs:

Mr. Balassa is at present out of the country but
upon his return to the office on Tuesday, July

immediately
1lth, Imummmntom'w&
in Common Markets by Carl S. Shoup (ed) to his attention.

Yours sincerely,

Secretary to Mr, Balassa



July 3, 1967

Professor John G. Gurley
American Economic Review
Room 220

Stanford University
Stanford, California 94305

Dear Professor Gurley:
Mr. Balassa has asked me to advise you that

he will submit the review of Anerica in the Market Place
by Paul Douglas by August lst,

Yours sincerely,

Phyllis Muddiman
Secretary to Mr. Balassa



M”. 1967

Mise Ingrid Cully
Secretary to Mr. Scott
Organisation de Cooperation

et de Developpement Economiques
91, boulevard Exelmans

Paris, 16°
Dear Miss Cully:

In Mr, Balassa's absence, I wish to acknowledge
your letter of June 26th which I shall bring to his attention
immediately upon his return to the office on Tuesday, July llth.

Yours very truly,

Phyllis Muddiman
Secretary to Mr, Balassa



June 30, 1967

Mr. Edmar L. Bacha
Rua Voluntarios da Patria 37./702
Rio de Janeireo
Brazil
Dear Mr, Bacha:
In Mr. Balassa's absence, I wish to acknowledge
your letter of June 26th which I shall Ying to his attention
immediately upon his retwrn to the office on Tuesday, July llth,

Yowrs very truly,



June 30,1967

Je Bam’ E'q.
Unilever Limited

Unilever House
London, E. C. L

England
Dear Mr. Savaget

In Mr, Balassa's absence, I wish to acknowledge
your letter of June 26th which I shall bring to his attention
immediately upon his return to the office on Tuesday, July llth.

Yours very truly,

Phyllis Muddiman
Secretary to Mr. Balassa



*'t s. HQ wm 'm 27.' 1967
Phyllis Maddiman

Operational Manuals

2.0l Aug. 2, 1966
5,04 Jan. 28, 1966
6.08 Sept. 1, 1965

7.02 Aug. 22, 1966
7.07 Aug. 1, 1966



Mr. H. H, Liesner

Faculty of Economics and Politics
University of Cambridge

Sidgwick Avenue

Cambridge, England
Dear Mr, Liesner:

M. Balassa is at present out of the country and
is not mmummmum, July 1lth.

Secretary to Mr. Balassa



Professor Daniel M. Schydlowsky
¢/o Banco Central de Reserva del Peru
Villalta y Carrera
Lima, Peru
Dear Professor Schydlowsky:

Enclosed herewith is the revised version of the
paper which you requested.

With kind regards,

Sincerely,

Secretary to Mr. Balassa

June 22, 1967



June 21, 1967

Mr. John G. Gurley

American Economic Review
Room 220, Stanford University
Stanford, California 94305

Dear Mr. Curley:

Mr, Balassa is at present in Burope and is not
expected back in the office until Tuesday, July 1lth.
However, I am today forwarding your letter on to him,

Yours sincerely,

Secretary to Mr. Balassa



June 20, 1967

Professor Daniel M. ky

¢/o Banco Central de Reserva del Peru
Villalta y Carrera

Lima, Peru

Dear Professor Schydlowsky:

In Mr. Balassa's absence in Rurope, I am
enclosing one copy of two different versions of the
paper which you requested.

With kind regards,

Sincerely,

Secretary to Mr. Balassa



June 27, 1967

Mr. Andrews Pianim
Room 2601
ESA/CDPPP
United Nations
New York 10017
Dear Mr. Pianims

I have just received your letter and am today
sending the completed farm teo the University of Pennsylvania
and also letters of recommendation to the University of
Wisconsin, Iowa State University, and Cornell.

Wishing you the best of luck, I anm

Sincerely,

Bela Balassa



mm. 1.%7

Mr, Andrews Pianim
Room 2601
ESA/CDPPP
United Nations
New York, N. Y. 10017
Dear Mr. Pianim:
Thank you for your letter of June 19th, I have
forwarded your letter to Dr. Balassa today, airmail special
d-livery,mdmwﬂlmdubthmmmm.

Yours sincerely,

Secretary to Mr. Balassa



June 19, 1967

Dean of Graduate School
Carnell University
Ithaca, New Yark

Dear Sir:

This is to recommend Mr. Pianim for a fellowship at
your graduate school.

Mr. Pianim participated in Yale's graduate cowrse in
economic theory in the Intermational Foreign Hconomic Adninistra-
tion Program. He gave an axcelleat performance in the course, and
showed himself to be one of the outstanding students in this program.
I recommended him for admission into the Ph.D, program at the time
but he decided to interrupt his studies.

I am happy to know that Mr. Pianim plans to resume
graduate studies in economics. I believe that he is an excellent
candidate who will do above average work and will be able to
utilize the lnowledge he acquires to the benefit of his home

country.
Yours very truly,

Bela Balassa
Adviser

Beonomics Departmeat



June 19, 1967

Dean of Craduate School
University of Wisconsin
Bascon Hall

500 Lincoln Drive
Madison, Wis. 53706

Dear 8ir:

This is to recommend Mr. Pianim for a fellowship at
your graduate school.

Mr. Pianim participated in Yale's graduate course in
economic theory in the International Foreign Economic Administra-
tion Program. He gave an excellent performance in the course, and
showed himself to be one of the outstanding students in this progranm.
I recommended him for admission into the Ph.D. program at the time
but he decided to interrupt his studies.

I am happy to know that Mr. Pianim plans to resume
graduate studies in economics. I believe that he is an excellent

candidate who will do above average work and will be able to
utilize the knowledge he acquires to the bemefit of his home

country.
Yours very truly,

Bela Balassa
Economics Department



June 19' 1967

Dean of Graduate School
Iowa State University
Ames, Iowa

Dear Sir:

This is to recommend Mr. Pianim for a fellowship at
your graduate school.

Mr. Pianim participated in Yale's graduate course in
economic theory in the International Foreign Hconomic Administra-
tion Program. He gave an excellent performance in the course, and
showed himself to be one of the outstanding students in this program.
I recommended him for admission into the Ph.D. program at the time
but he decided to interrupt his studies.

I am happy to know that Mr. Pianim plans to resume
graduate studies in economics. I believe that he is an excellent
candidate who will do above average work and will be able to
utilize the knowledge he acquires to the benefit of his home

country.
Yours very truly,

Economics Department



June 19, 1967

Mr, Donald J. Watson, Consultant
Bducational Relations

The General Electric Company
Crotonville P.0. Box 151
Ossining, New York 10563

Dear Mr. Watson:

In Mr. Balassa's absence from the office, I
acknowledge with thanks receipt of your letter dated
1967, with which you enclosed materials which may be
value in teaching or research. Immedliately upon Hr.
retwrn to the office on Tuesday, July 1lth, I shall bring
your letter to his attention.

Yours sincerely,

!

E

Secretary to Mr. Balassa



-hmol9. 1967

Dr. Etienne S. Kirschen
Department d'Economie Appliquee
de L'Universite Libre de Bruxelles
49, rue du Chatelain

Bruxelles, Belgium

Dear Dr. Kirschens

Mr. Balassa is at present in Burope but
upon his return to the office on Tuesday, July 1llth, I shall
bring yowr letter to his atteation.

Yours sincerely,

Secretary to Mr. Balassa



June 19, 1967

Mr, John L. Ecob
Foreign Department
Richard D. Irwin, Inc,,
1818 Ridge Road
Homewood, Illinois

Dear Mr. Ecobs

Thank you for your letter of June 16th in which
you advise Dr. Balassa that you are sending another copy of
the Portuguese Bdition of his book: THE THEORY OF ECONOMIC
INTRGRATION.

Dr, Balassa is at present out of the country but

is expected back in the office on Tuesday, July llth, at
which time I shall bring your letter to his attention,

Yours sincerely,

Secretary to B, Balassa



June 19, 1967

e, Carl H., McMillan Jro'
Harvard University

Russian Research Center

1737 Cambridge Street
Cambridge, Massachusetts 02138

Dear Mr., McMillans
I am very sorry to have to advise you that Mr.
is at present vacationing in Burope and is not

expected back in the office until Tuesday, July llth, at
time I shall bring yowr letter to his attention.

Yowrs sincerely,

Hy

Secretary to Mr. Balassa



Miss Teresa Jeanneret
Universidad de Chile
Instituto de Economia
Castilla 3861
Santiago, Chile

Dear Miss Jeanneret:

Mr. Balassa is at present out of the country but
immediately upon his retwrn to the office on Twesday, July llth,
I shall bring your letter and enclosures to his attention.

Yours sincerely,

Secretary to Mr. Balassa



June 19, 1967

The Manchester School of Economic and Social Studies
The Department of Economics

The University of Manchester

Oxford Road

Manchester 13, England

Dear Sirs

This is to request permission to use material from
my article: "Trade Liberalization and 'Revealed' Comparative
Advantage" that appeared in the May 1965 issue of The Manchester
School, to be used in my two forthcoming books TRADE LIBERALI-
ZATION AMONG INDUSTRIAL COUNTRIES, publishers: McGraw-Hill Co.,
and STUDIES IN TRADE LIBERALIZATION, publishers: The Johns
Hopkins University Press.

I presume that this is a formality since, as indicated
the footnote to the article, the statistical material used
it was prepared in the framework of the Atlantic Trade Project,
results of which will be published in the two books referred
above,

$EEE

Sincerely yours,

Bela Balassa
Adviser



Professor D. S. Sarma

Department of Economics
D. M. College,
Imphal, India

Dear Sirs
Mr. Balassa is at present out of the country

but immediately upon his return on Tuesday, July llth,
I shall bring your letter to his attention.

Yours sincerely,

Secretary to Mr. Balassa



June 15, 1967

Y. Andrews Planim
United Nations

Room 2601, ESA/CLPPP
New York, 10017

N. Y.

Dear Mr. Pianim:

Mr, Balassa is ab present out of the country
but will be back in the office on Tuesday, July 1llth,
at which time I shall bring your letter to his attention.

Yowrs very truly,

Secretary to Mr. Balassa



m June 15| 1967

Mr. W, Fickenscher
Verlag Herder

7600 Freiburg, Germany
Hermann -Herder-Strasse 4

Dear Mr. Fickenschers
Mr., Balassa is at present out of the country

and is not expected to return until Tuesday, July 1lth,
at which time I shall bring your letter to his attention.

Yours sincerely,

Secretary to Mr. Balassa



Mr. T. A. Owen, M.A.
Registrar
Coleg Prifysgol University College of Wales

Cymru
Aberystwyth
Wales

Dear Sir:
Re: James Ford

Thank you for your letter of June 8th regarding the
above-named applicant for the post of Professor of Economics

at your College.

Mr, Balassa is at present out of the country but
will be back in the office on Tuesday, July llth, at which
time I shall bring yowr letter to his attention,

Yours sincerely,

Secretary to Mr. Balassa



June 9, 1967

i

:



Ma’ 1’67

Mr, Stephen E. Guisinger
17 Rutland Street
Cambridge, Massachusetts 02138

Dear Mr. Guisinger:

Mr, Balassa is in Burope, and your letter
will be brought to his attention when he retwrns.

Very truly yowrs,

Winifred Blansfileld
(Secretary)



”7.”




June 7, 1967

Mr. John 8. deBeers

Associate Director

Economic and Social Development
Division

Inter-American Development Bank

Washington, D. C 20577
Dear Mr. deBeers:

The possibility has arisen to include Brazil in owr
project on protecticn. In your absence, I discussed this with
Mr. Gonzalez, who has agreed to our adding Brazil to the list
of countries under consideration. The Brazilian study was
carried out by a young economist, Mr. Joel Bergsman, who has
been working on Brazilian industrialization policy over the
past two years.

The inclusion of the paper in the project will be

financed from our reserve funds and does not necessitate an
additional contribution from the IDB.

Sincerely yours,

Bela Balassa
Adviser
Economics Department

ccs Mr. Joaquin Gonzalez



June 7, 1967

M, Jesn Benard

Professeur Agrege

Directeur du Centre d'Etude de la
Prospection Economique a Moyen
et Long Terms

16 rue Berthelet, Arcueil

Paris, France

Cher Ami:

En raison de retards malheursusement inevitables il n'etait
pas encore possible a la Banque de metire sur pled le projet
dont vous ai parle dans mes precedents lettres, Je quitte Washe
ington pour quelgues temps mails jlespere bien qufau moment de
mon retour d¥ici six semaines les choses auront progresser. En
tout cas je vous tiendral su courant des developments de 1laffaire
des que j'en aurais connaissance,

Je vous prie de croire, cher Ami, & mes sentiments amicaux,

Bela Balassa
Adviser
Economice Department



Jean Waelbroeck

Professeur a 1'Universite Libre de Bruxelles
29, rue d'Heuval

Laroche-en Brabant

Bruxelles, Belgium

Cher Ami:

En raison de retards malheursusement inevitables il n'etait
pas encore possible a la Banque de mettre sur pled le projet
dont vous ai parle dans mes precedents lettres. Je quitte Washe
ington pour quelques temps mais j'espere bien qu'au moment de
mon retour d'ici six semaines les choses auront progresser. En
tout cas je vous tiendrai au courant des developments de 1l'affaire
des que j'en aurals conmnaissance.

Je vous prie de croire, cher Ami, a mes sentiments amicaux,

Bela Balassa
Adviser
Economics Department

BBalassa:vme



June 7, 1967

En raison de retards malheureusement inevitables il n'etait
pas encore possible a la Banque de mettre sur pled le projet
dont vous ai parle dans mes precedents lettres., Je quitte Wash-
ington pour quelques temps mais j'espere bien qu'au moment de
mon retour d%ici six semsines les choses auront progresser. En
tout cas je vous tiendral au courant des developments de l'affaire
des que j'en surais connaissance.

Je vous prie de croire, cher Ami, a mes sentiments amicauy

Bela Balassa
Economics Department

BBalassa:vme



June 7, 1967

cot ), Joagquin Gutidirres Cano



June 7, 1967



Jm?. 1’67

Professor Robert Mmdell
Hotel Beau-Rivage
Ceneva, Switzerland

Dear Bobg

Thank you for your note and expense account. I have
forwarded these to the treasurer,

T will be arriving in Geneva on the evening of
for a stay of a day or two with UNCTAD. I would be
we could have dinner together, and I wonder if you
would be free on Sunday evening, Flease let me know about
this at the Bank's address in Paris:

International Bank for Reconstruction
and Development

4, Avenue d'Iena

Paris 16, France

I will be staying at the Hotel California and could
over to your hotel to pick you wp around eight.

Following comments received from Corden and others,
we have gone through another revision of the paper written
ointly with Daniel Schydlowsky. I submitted this paper to
the Journal of Political Economy today. An additional copy
of the paper is enclosed.

Yours sincerely,



June 7, 1967

Subsequently she consulted me on her dissertation and on
several occasions I discussed economic subjects with her at

Econony
The Johns Hopkins University



June T, 1967

Mr, John H, Power

University of the Philippines
P. 0. Bex 776

Manila, Philippines

Dear Johns

Many thanks for your letter of My 31, and the enclosure.
I an glad to see that you will be able to use the 1965 input-output
table for the Philippines. I understand that in the case of
Malaysia, you will prepare two sets of calculations.

The paper you sent to me is fine but, as I earlier
indicated at the meeting, we expect to put all material on
methodol that is common to every study in a separate
chapter.og am sending you tomorrow the revised outline and
methodology which contains the relevant material.) Correspond-
ingly, your chapter should include only a discussion of any
special problems that have arisen in comnection with the

Philippines.
With best regards,

Sincerely yours,

Bela Balassa
Adviser
Economics Department



June 7' 1"7

The Editor

The Journal of Political Economy
1126 Bast 59th Street

Chicago, Illinois 60637

Dear Editor:

I am enclosing a paper written jointly with Daniel
Schydlowsky on "Effective Tariffs, The Domestic Cost of

Foreign Exchange and the Fquilibrium Exchange Rate," for your
consideration for publication in the s+ I wish to add
that I have sent an additional copy to Professor

Mundell in Geneva,
Very truly yowrs,

Bela Balassa
Adviser
Economics Department
Professof of Political Economy
The Johns Hopkins University

Enclosure



June 7, 1967

The Managing Editor

The Canadian Jowrnal of Economics
and Political Science

100 St. George Street

mt..s'm

Dear Editor:
At the tion of Harry Johmson, I wish to submit
the enclosed paper, Protection in Industrial Nations

and ite Effects on the Exports of Processed Goods from
Countries,” for your consideration for inclusien in the Jowrnal,

May I add that in case you would find the tabular
material excessive, Appendix Table 2 could be deleted from the

paper.
Very truly yours,

Bela Balassa
Adviser

Economics Department

Professor of Political Economy
The Johns Hopkins University



INTERNATIONAL BANK FOR ’ INTERNATIONAL FINANCE

\ INTERNATIONAL DEVELC °NT
Fadice, & ASSOCTATION l RECONSTRUCTION AND DEVELOPMENT CORPORATION
TO:! Mr. A. M. Kamarck DATE: June 7, 1967
FROM: Bela Balassm
" LS
SUBJECT: Proposal for Economic Working Parties
1. I welcone Mr. Collier's proposal to move the discussion of the

economic content of country reports from the Economic Subcommittee to

Economic Working Parties. Indeed, by the time a report gets to a Subcommittee,
it is "frozen" and Area Denarirents often regard Subcommittee discussions

a nuisance. On the other hand, Economic Working Parties could usefully review
the report while it is still in the production process, and the suggestions

of the Economics Department's representatives can more easily find

acceptance.

2 But what should be the role of the Economic Working Party? In
my view, the validity of the analysis rather than questions of internal
consistency and intelligibility should receive emphasis. Instead of being
"z fairly low level discussion group," as Collier suggests, the Working
Party may serve as a forum where questions of general applicability are
"thrashed out" among representatives of the Area and the Economics
Departments.

3. This discussion raises the more general question as to the role
the Economics Department should play in the preparation of country reports.
It seems to me that, with the increasing importance of the Bank's advisory
function on the member countries' economic policies, the Economics
Department's responsibilities also become greater. To begin with, some
reports still look at individual sectors in isolation without considering
the interaction of decision-making in the national economy. One of the
functions of the Economics Department should be to emphasize this inter-
dependence. Further, on questions such as the choice between import
substitution and export promotion, or the use of national economic planning,
there are noticeable differences among the Area Departments. The Economics
Department should endeavor to develop a general policy on these questions
and should represent this at meetings of the Economic Working Parties.

L. The Economics Department should also consider the implications

of recommendations made on a particular problem in one region for other
areas and try to seek an understanding among the Area Departments. The
questions of fiscality and resource allocation arising out of the
International Coffee Agreement provide an example for the need of develop-
ing a common position. Finally, the Economics Department should apply
recent advances in the develoonment literature to practical and policy issues,
and should play the role of an innovator to develop and test new ideas.



e

5. These tasks are likely to necessitate a certain reorientation of
research carried out by the Hconomics Department, Aside from project-
oriented research, the major areas of investigstion should include growth
strategies, regional integration, planning techniques and methodology,

and the implications of commodity egreements for trade and development.

It would further be desirable if the EHconomics Department prepared
position papers on these ifsues for discussion by the Economic Committee.
Upon approval, these papers could serve as guildelines for the preparation
of country reports.

BBalassa/wb

cc: DMessrs. Friedman
Stevenson
Adler
deVries
King
Sacchetti
Collier
Kalmanoff
van der Tak

C\"’?‘i o\ s Qwr\' *o N\\f‘(;;*u\‘l.f
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June 6, 1967

Mr. Joel
USAID - Rio de Janeiro UCE
APO Mew Yark 09676

Dear Joel:

I am happy to say that the Bank has approved the
arrangement we discussed at the CICD Development Center
meetings early last month., We are now writing an official
letter to Tan Little on this..

I have just finished the revised version of the
Outline and Methodology, a copy of which is enclosed,

I am leaving for tomorrow and will return

to Washingten on July 10. you wish to contact me
before that date, my secretary will forward the letter.

Sincerely yours,

Bala Balassa



June 6, 1967

P. O, Box L

Canberra A.C.T.
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M‘. 1967

Mr, Bugh Latioer

Bela Balassa

Description of Structure of Protection in

3

®



June 6, 1967

"Die Entwicklungslander atwic
(Hans Besters and E. Boesch ed.), Stuttgart, lnu Jeria
PP. T1-103.

WS LB WO

"Aunssenhandelstheorie,” S
(C. D. Kernig, od.), mlo :

"Trade Creation and Trade Diversion in the Purcpean Common Market,"
MMDM'b”.l‘a'

"’rade Liberalisation and the 'MM‘: mm
(with M, B, Kreinin), Review o 0 Statist "l

"American Attitudes towards Trade Liberalisation in the Atlantic Area,"

Moorgate and Vall Stroet Review, Spring 1967.




Mr. J. C. Reamy June 6, 1967
(through Mr. A. Stevenson)
Bela Balassa

Payment of Consultant Fee to Professor Robert Mundell

Professor Mundell worked as a consultant on the Structure
of Protection in Developing Countries project. His work included
participation in the April 17-18 meeting of the progect (two days)
and the reading of papers for the meeting (two days), altogether
four days. His consultant fee should be charged against the budget
of the Structure of Protection in Developing Countries project.

Professor Mundell also reports two days spent on

consultation and reading of papers on the Import Substitution
study, Mr, deVries will provide an acknowledgement of this work.

BBalassa/wb
Enclosure

cct M, deVries



June 6, 1967



2500 Que Street, N.W,
Washington, D. C. 20007

Ms, 1967

Mr. K‘m &.‘.1
2hL6 18th Street N.W.
Washington, D. C.

Dear Mr, Siegals

Mclosed is a cheque in the amount of $41.15 to
covar a case of Hogper's 1937 Part to be sent to

Mr. Inis de Azcarate
6225 - 32nd Place
wm. D. C.

Please csll party befare delivery. The telsphone
mwber is 363-6830

With best regards,
Sincerely yours,

Bela Balassa
Economics Department



JnnsS. 1967

Mrs. Angelo Lavarello

The Johns Hopkins University
of Political Econony

Baltimore, Maryland 21218

Dear Mrs. Lavarellos:

Bnclosed is the report on the final exam of my
graduating course in international trade. May I ask you %o
forward it to the registrar's office.

I anm also enclosing Mr. Stram's examination. He
will come to pick it wp.

I will be in Burope for about five weeks and will
return to Washington on July 10. Since I do not expect to
come to Baltimore during the sumer, I would like you to
irst class mall to my home address. After
ontacted at the International Bank during

g
8
:
:

Imwm,

Bela Balassa
Adviser

Economics Department



2500 Que Str..t. N.W,

Washington, D.C. 20007

Jms. 1967



June 5, 1967
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June 2, 1967
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. definition of economic
m.gmum:rw Ao
GLintantion of {abernaly G mimdeumwe of Sxberaily Seriffe. In
of internal, and maintenance of tariffs, a

different vein, I would not equate the elimination of internal tariffs
(100 percent preference) with partial preferences, as you do in your
tables,

T look forward to discussing these and other problems with you
in Geneva,

Sincerely yours,

Bela Balassa
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Sincerely yours,

Bela Balassa
Economics Department

Mr. Harry Bell



Mr, Harold E. Dyer June 2, 1967
(through Mr, Alexander Stevenson)
Bela Balassa

2. The cost of the swvey agreed upon between Mr. Schydlowsky
and M, Horschel is the peeo equivalent of $400, m-motau

ect Mr. Alexander Stevenson



June 1, 1967

Mr. Edmar L. Bacha
299 Townsend Avenue
New Haven, Comnecticut

Dear Mr. Bachas

Thank you for your letter of March 27, and for sending
me your dissertation and prospectus. Your thesis promises
to be an interesting contribution to the coffee problem, My
enlymumtmdm'tuntoukoomefmpm-
1em of interdependence between coffee prices and the amount
imported in the "nited States.

I presume that you have been in contact with Gerda Blau,
who directs the World Coffee Study. Have you not done so, I

wmmmmacepyotmmwtu.

Anmmmmmtynfwwjamwnmkm
-wmnumdwmuuwmmmnmu
Persomel, Administretion Department here. As a rule, they
arrange interviews with interested departments.

Very truly yours,

Bela Balassa
Adviser

Economics Department

BBalassaswb



June 1, 1967

Mr. Goran Ohlin

Federation of Swedish Industries
Artillerigatan 3L

Stockholm 5, Sweden

Dear Gorans

Thank you for your letter of May 29. I am glad
that you found something of interest in my lectures on
"Economic Development and Integration"; it is really a
rather simple piece of wark.

I will get a few copies of the book by next
Monday and I will send you one immediately, air mail
printed matter.

Sincerely yours,

Bela Balassa
Adviser

Economics Department



June 1, 1967



June 1, 1967

Mr, Ph. cm'

Director

Trade Intelligence Division

United Nations

General Agreement on Tariffs and Trade
Villa le Bocage ~ Palais des Nations
1211 Geneve 10, Switzerland

Dear Mr. Cl.rl“!

I read yowr memorandum on "Irends in Sources of Ewropean
Imports Since the Creation of the EEC and LFTA" with considerable
interest. Apparently, we have come to use similar methods in evale
uating the effects of BEuropean integration on trade flows. The major
difference is that you neglect the trade-creating effects of Buropean
integration schemes. This question cannot be decided on the basis of
a cursory examination of graphs, but a calculation has to be made in
numerical terms,

At the same time, yowr choice of 1960 as the benchmark year
distorts the results. Tariff reductions began in the Common lMarket in
1959 and these reductions, as well as the anticipation of the complete
elimination of duties under the Rome treaty, have led to a very large
expansion of intra-EEC trade between 1959 and 1960. In faci, the in-
crease in this trade between the two years was larger than in any
subsequent pairs of years, and the results of my Econo
article indicate the existence of trade creat
1959-1965.

UL 21

ion

Your neglect of the trade-creating effects of the Common
Market means that you consider the "residual deviation" as the

preferential effect of the EEC, while this is in fact a mixture of
trade creation and trade diversion. Also, you seem to underestimate
the importance of the residual factor. For one thing, you consider
this in absolute terms rather than looking at the difference between
the pre-integration and post-integration periods. For another, by
concentrating the discussion on the corbined figures for the Common
Market and EFTA, you de-emphasize the very appreciable
effects, Indeed, as Table C indicates, the residual (preferential)
effect far outweighed in importance the country and commodity

:
i
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Sincerely yours,

Bela Balassa
Econonies Department



June 1, 1967

Hotel Kaiserin Elisabeth HV

I., Weihburggasse 3
Vienna, Austria

Dear Sirs:

I would like to reserve a double room with shower
for my wife and myself, as well as a single room with bath
for a relative, Mrs, Bela Balassa, for the period July 2 - 7,
1967. Please inform me if I should send a deposit upon
confirmation of this reservation.

Please send your answer at your earliest convenience
to the following address:

International Bank for Reconstruction
and Development

L, Avenue d'Iena

Paris 168, France

Yours very truly,

Bela Balassa
Economics Department



June 1, 1967

Hotel Capricorne
I., Schwedenplatz 3
Vienna, Austria

Dear Sirs:

I would like to reserve a double room with shower
for nmy wife and myself, as well as a single room with bath
for a relative, Mrs, Bela Balassa, for the period July 2 - 7,
1967. Please inform me if I should send a deposit upon
confirmation of this reservation.

Please send your answer at your earliest convenience
to the following address:

International Bank for
Reconstruction and Development

4, Avenue d'Iena

Paris l6e, France

Yours very truly,



June 1, 1967

Hotel Regina
IX., Rooseveltplatz 15
Vienna, Austria

Dear Sirs:

I would like to reserve a double room with shower
for my wife and myself, as well as a single room with bath
for a relative, Mrs. Bela Balassa, for the period July 2 - 7,
1967. Please inform me if I should send a deposit upon
confirmation of this reservation.

Please send your answer at your earliest convenience
to the following address:

International Bank for Reconstruction

and Development
L, Avenue d'Iena
Paris 16°, Prance

Yours very truly,

Bela Balassa
Adviser
Economics Department



June 1. 1967

Dear Mr, Tsukuda:

I was interested to see the comparisons made for the EEC between
nominal and effective tariffs shown in my JPE article and those de-
rived from UNCTABRls tariff sample, Since I used post-Dillon Round
tariffs, the relevant comparison is with your second set of figures
and the similarity in nominal tariffs is indeed striking,

Differences between effective tariffs are larger, however,
chiefly because you used a lower figure for duties on other material
inputs: 7,2 percent instead of my 9,5 percent, In order to assure
the comparability of the restilts, it would be necessary to recalcu=
late effective rates by using my tariff figure on other material
inputs, At any rate, my figure pertains to those material inputs
(coal, refined petroleum, paper, chemical products, nonemetallic
products, and metal manufacture) which most frequently come into
this category while you used an average for all industries, Let
me add here that the relevant figures for the other countries ine
cluded in my calculations are: United States 5.8%, United Kingdom
8.6%, Sweden 2,2% and Japan 11,4%,

T have since revised estimates of effective tariffs on paper
and paper products that were in error, The corrected figures aret
United States 5.6%, United Kingdom 13.5%, Common Market 19,0%,
Sweden L,2%, Japan 18,5%, Further, the effective tariff on railway
equipment in the Common Market is 1k.L4%, rather than «0,2%, On the
other hand, the Common Market figure for pig iron is correct; the
result is due to the high tariff (16.8%) on coking coal,

Very truly yours,

Bela Balassa
Adviser
Economics Department
Mr., C. Teukuda
UNCTAD

Palais des Natlons
1211 Geneve 10, Switszerland

cc: Mr. Harry Bell



Hay 31, 1967

Hr. Andrew M. Kanmrok
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Mr. Joseph C. Reamy (through Mr. Stevenson) May 31, 1967

Bela Balassa

Mr. Schydlowsky's Trip to Washington

At the time when Mr. Schydlowsky participated in the meetings
on the Structure of Protection in Developing Countries project,
Mr. de Vries suggested to him that he come to Washington to discuss
the need for certain materials from Mr. Walstedt's group. While
Schydlowsky informed me of his pending trip I have neglected to
fill out a travel request for him. The travel request form is now
enclosed.

On his Statement of Expenses, Mr. Schydlowsky indicated that
he could not obtain tourist accommodation on a Washington/Boston
flight. I request approval of his purchase of a first-class
ticket.

I wish to add that on the yellow sheet "Analysis of Advances"
an advance for Schydlowsky's subsequent trip to Latin America has
also been included. Since he will report separately on the Latin
American trip, I wish to ask that on the present Statement of
Expenses only the $120 advance received in comnection with the trip
he reported on be included.



May 31, 1967
in order to
prices of manufactured

expenditure of this
funds of the project.

be
for
reserve

Mr, Kamarck



May 31, 1967

Professor P. Munthe

Department of Kconomics
Osle University
Frederiksgate 3

Oslo, Norway



May 31, 1967

boulevard Exemans
16®, France

91,
Paris

Professor Tibor Scitovsky
Organization for Economic
Co-cperation and Development

Dear Tibor:



May 31, 1967

. Willian B. Kelly, Jr.
5. Miesion
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May 31, 1967

Hotel Masstral
Brela

Jugoslayia

Dear Sirs:
Thank you for yowr letter of April 6, confirming
my reservation at hotel. My wife and

June 2 for a stay of one week, as indicated in my earlier
letter to you.

Bela Balassa
Economice Department
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May 29, 1967

Mr, Inigi Ceriani

Banca Nazionale del lLavare
Quarterly Review

Ufficio Studi

Via Vittario Vemeto, 119

it
ikl

28238



ATRMATL May 29, 1967

Prof. Dr. H. Besters

Seminer fir Wirischafts- und Finanzpelitik
der Rubr-Universitét Bochum

1163 Bochunm

Buscheystrasse, Geb#ude 1B

Germany

Dear Professor Besters:

I am afraid that I do not have any more copies of wy
contribution to your encyclopedia. Perhaps you could send a
Xerox copy to Prof. Fritsch.

Sincerely yours,

Bela Balassa
Economice Department

BBalassa:yé



May 29, 1967

BBalassaiya



May 29, 1967

Sincerely yowrs,

Bela Balassa

BBalassa:ya



May 29, 1967

l!'.ﬂ.w‘ihiﬂl
mm?gum
College iness Administration
Enoxville, Temn,

Dear Gecrget
I have not written anything on the Economic Reform
nm,mxwhm;mr&umwm

With best regards,
Sincerely yours,

Beonomdcs Department

BBalassatya



AmuALL o d i

Victoria Street
London, 8,W,1
England
Dear Dr., Klopstock:
This is to pernigsion to use material from my
article: "Trade and 'Revealed! Comparative Advantage"

that appeared in the Mgy 1965 issue of The Manchester School, to be
used in my two fortheoming books TRADE LIBERALIZATION AMONG INDUSTRIAL
COUNTRIES, publishers: McGraw<ill Co,, and STUDIES IN TRADE LIBERALIZA-
TION, publishers: The Johns Hopkins University Press.

I presume that this is a formality since, as indicated in
m:mummu,mmmx“huuuu
prepared in the framework of the Atlamtic Trade Project, the results
of which will be published in the two books referred to sbove,

Sincerely yowrs,

Bela Balassa



May 29, 1967

Dear Andras:

You can, therefore,

have received the official
freely use mathematicel tools in your lectures; otherwise, the choice

versity which you had asked about.
1like you to teach a course on Some
Instruction is on quite a high level here

Tt

In the meantime
hmmm, Edwin Mills must have

indicated to you that

Problems of Planning.

Flease excuse the long delay in answering your letier

thnlo
and students have a good amount of methematics.

invitation from Johns Hopkins



May 29, 1967
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Sincerely yours,
Bela Balassa



Homes 2500 Que Street, N.W,
Washington, D,C, 20007

AIRMATL May 29, 1967

Dear Mr, Christensen:

Sevuin o OB August 1, 196L, we bought eight (8) place settings
ce.‘f";.zg,; pleces of Jemsen's "Cyprus" pattern from you. I would
like to buy some additional pieces and I wonder if it would be
ible for you to deliver them to the Airport on June 1,
I will be arriving from Oslo en Flight SK, at 3:40 p.m. and will
leaving for Paris on AF.794 at :L5 p.m. I will, therefore, not
store and I woilld like to have the silver

58'
i
g
:
g
g

Item No, Description

12 Dinner Fork

1 Dinner Knife - long handle
3 Teaspoon - large
L1 Salad Fork
Lé
72
W6
196

E

Butter

Fruit Knife -~ steel blade
Lemon Fork

Cake Knife - steel blade

On the basis of your earlier pricelist I have calculated the
amount for these items, with a 5% discount which you gave me earlier, to
be approximately $115. A check for this amount is enclosed; should this
not be sufficient I will send you a check for the difference.

For purposes of U,S. Customs I would like to ask you to

separate the items into two groups of approximately equal amount and
prepare two bills, one in my name and the other in the name of my wife,

Sincerely yours,

HHEYOYRMFMDMPD NN



May 29, 1967

Louvain, Belgiun
Dear Mr. Basevis
Please excuse ny delay in your letter of
hpril 25. 1 an enclosing & of wy article: "Tariff Protection
Countrics”, for in your series of essays on
tariff protection,
I an also under separate cover, coples of two
papers I recently wrote on of Unfortunately, I
do not have any copies left of the "The Impact of the Industrial
Countries' Tariff Structwre on Their of Mamufactures from less
Developed Countries"”.
Sincerely youre,
Bela Balassa
Adviser
Beononiien Dopartment
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Since I am leaving for Burepe in 10 days I would

appreciate an early answer.

yours,

Bela Balassa

P.8.



May 29, 1967
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I an leaving for Burepe in 10 days I would

an early answer,

Jours,

Bela Balassa

P.8.



May 29, 1967

Miss Janet Rothenberg Pack
106 Livingston Street
New Haven, Commecticut

Dear Janets

I have written a letter to the Southern Connecticut
State College, as you requested.

I wish you good luck with your new job.
Sincerely yours,

Economics Department

BBalassa:ya



In the 1967/68 budget of the above project I have reserved
funds amounting to $6,150. The breakdown of this amount is as followss

Research - $2,950
h‘ml - ‘1.6@
Miscellaneous ~ $1,600

The amount kept in reserve should amply cover the expenses
we would incur in comnection with the Brazilian study ($1,500 to $2,000),
extra expenses related to the Argentine study ($400) and the possible
coet of computations for the Norwegian study ($300 to $500), as well as
presently unforeseen expenses for the project as a whole.

ce: Mr. Kamarck

BBalassasya



AIRMATL May 29, 1967

I would be happy to come to dimner on June 9 if this
is convenient., I would certainly like to see Nicky Kaldor;
hopefully he doesn't carry a grudge against me for some earlier
controversy we had had,

Sincerely yours,



Mr, Alexandre Kafka, Executive Director, IMF May 29, 1967

I am enclosing a copy of my revised comments on your:
"Some Aspects of Regional Monetary Integration of Developing
Comtries”. While I will be leaving for Burope in a week or so,

I very much hope that we can get together for luach following my
retwn en July 10.

BBalassatya



May 29, 1967

Mr. Ralph I, Strauss
375 Park Avenue
New York, New York 10022

Dear Mr. Strauss:

me 2 copy of your article. I read it with great interest.

BBalassa:ya



Homes 2500 Que Street, N.W,
Washington, D.C.
May 29, 1967

Bela Balassa



Mr. Andrew i, Kamarck Hay 26, 1967

Last Septerber I participated at a confersnce ou inter-
national menetary problems in Chisage where I discussed some probleans
related to the regional mometary integration of developing countries.
My contridution took the form of a comment on Alexander Kafka's paper.

Given the Bank's interest in regiomal integration, I am
enclosing 2 copy of the revised cowwmats that will be published in
the proceedings of the Confereance.

ccs Jessrs. Friedman

Kalmaneff
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Andrew L. Kanarck
Bala Palassa
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cct M. Kamarck



May 26, 1967

Professor John G, Gurley
Averican Fconemic Review
Room 220

Stanford University

Stanford, Califernia
Dear Professer Ourleys
Here is the solution to one of the puszles. In

of the
I made on Schmitt's paper. Iet me add here that at the time I
had no kmowledge of the fact that Schmitt was with the Bank.

Sincerely yours,

Bela Balassa

BBalassaiya



May 26, 1967
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effectively limits this trade.
The developing countries will obtain fwrther gains from

tariff reductions on seni-processed goods, such as meat and food
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May 25, 1967

the City of

Non-resident ‘:ztm tax paid to

Very truly yours,

Bela Balassa

inclosures (2)



May 25, 1967

quires the presentation of a receipt on property taxes paid
in other States and deducted from the Dictrict of Columbia
income tax, I would sppreciate it if you could send me

such a receipt.

Please note that my New Haven domicile wae at
100 York Street.

Very truly yours,

cecys Covernment of the District
of Celumbia

Revermue Division
Washingten, D.C. 20001



May 25, 1967

Professor Joha G. Curley
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May 24, 1967

Mr., Harry H. Bell
¢/o MNCTAD - Director
Research Division
Palais des Nations
Geneva, Switzerland

Dear Harry:

Upon my retwrn to Washington, I received your telegram of
May 19. Mr. Tsukuda's came somewhat earlier.

I am afraid that I do not have a carrected copy of the paper
here, which makes it difficult, so that I was not able to check on the
text of paragraph 70. However, from an earlier draft, it appears that
is a typing error in one of the sentences. The correct wording is,
this could be accomplished by not replacing the natwral attrition

e in the textile industry resulting from retirement,
death, or change of occupation.” In this way there is no cemtradiction,

Imwtﬂuwwamlﬁmnﬂa
same site was raised also by Harry Johnson. hizmto.lm
there are
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migration in these countries.
As regards Tsukuda's questions, the paragraph
should be rewritten by indicating that the
received by Philipping exports explains part of U.S,
Finally, SITC 841.3 Apparel and clothing accessories
included with Clothing rather than with Leather goods
You will recall that I have used the classification
Market input-output tables and I can hardly change
the meaning of the input-output figures.
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Bela Balassa
Adviser
Econonlcs Departaent

First National City Bank
399 Park Avenue
Hew York, N. Y,

Hr. Harold van B.
Vice President
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all reports contain five-ysar export pro-
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Mr. Irving S. Friedmen -2~ ) May 22, 1967

Page 17

Pege 20

Page 27

Page 28

Page 29

BB/aa

The question of the possible inadequacies policies
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Mr. Bertil Walstedt May 20, 1967

Bela Balassa

In conformity with Mr., de Vries' note to me omn the above
subject, I would like to ask that Xerox copies of the tables
1isted on the enclosed sheet be sent to me for our use in
Argentine Study of the Structure of Protection in Develop
Countries project. I wish, again, to assure you that the
confidential nature of the material will be preserved.

cc: My, de Vries
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May 16, 1967
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your Research Division plans to

I was interested to see that
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May 16, 1967

Yours very truly,

Bela Balassa

Economics Department



May 16, 1967

Professor Bernard F., Haley
t of Economics

University of California

Santa Cruz, California 95060

Dear Professor Haley:

I warmly recommend Professor John Power for a
position with your University. Professor Power is working with
me on a project dealing with the structure of protection in
mmcmmumcmmm
Malaysia and the Philippines in the framework of this project.

I find him a very pleasant person to work with., He

ummmgmmmagmmmuw
theory. The quality of his research is high and I am told

that he is an able teacher,
Sincerely yours,

Bela Balassa
Adviser



May 16, 1967

Professor John H. Power
Visiting Professor of Economics
University of the Philippines
P.0. Box 776

Thank you for your letter of May 8th and for the
accounting of your travel expenses. I have sent the latter to

our Treasury Department.

My secretary talked to the Travel Department concerning
your trip to Kuala Lumpur. She was told that the Travel Department
will issue an authorization for your travel from Manila to Kuala
Lumpur and retwrn, economy class, and you can use this authorization
to request the special economy fare from the Malaysian/Singapore
airline, paying the difference yourself. This is possible with an
economy class ticket but a change could not be carried out with a
first-class ticket; this is why an economy class ticket is issued.
Should you want a first-class ticket instead, please cable me.

The ticket authorization has been sent to the airline
b’ clbh tw.

Yours very truly,



May 16, 1967
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May 16, 1967

Jpecial Representative in BEurope
Avenue d'Iena

b,
Pll’illﬁ..m

Mr. Arthur Karass
Dear Arthur:
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L
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May 16, 1967

Mr. John V. Brain
Advertising & Promotion Manager

Common Market gives
well be pointed out in promoting it.
Yours very truly,
Bela Balassa
Adviser

;
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List of Newspapers

Periodicals to which Review

Journal of Political Economy

American Economic Review

World Politics

Reparter
Newswesk

Time

Business Week

The New York Times
International Organization

Atlantic Commmity Quarterly

GREAT ERITAIN
The Economist

Economic Jowrmal

Copies nha)uldbolm

b L S s - HoL LA e Lo 5

The Editar

Journal of Political Economy
1126 East 59th Street
Chicago, I1l. 60637

John G. Curley

Managing Editor of

The American Economic Review
Stanford University
Stanford, California 914305

Bditorial Office
475 Fifth Avenue
New York, N. Y. 10017

Corwin Hall
mm. H.Jo’ 039;0

Editorial and Executive Offices
40 Mt, Vernon Street
Boston, Mass. 02108

Bditarial and Business Offices
The Atlantic Commmity Quarterly
1616 H Street, N.W.

Hm’ D.C, 20006



QREAT BRITAIN (Cout'd)

Iondon Times
The Observer

Jownal of Common Market Studies

Canadian Journal of Economics
and Political Science

Bconomie Appliquee

Revue Economique

Revue D'Economie Politique

Ie Monde

The BEditors
The London School of Economies and
Political Science

Aldwych, London
Mmzland

Journal of Common Market Studies
Assistant Editor, Stanley Henig
Department of Politicse
University of Lancaster
lancaster, England

Secretary Treaswrer
100 St. Ceorge Street
Toronto §, Ontario

Institut de Science Economique Appliquee
35 bd des
Paris le, France

Revue Economique
Secretariat de Redaction
Sh.m??m

! ]

Paris VI France
Revue D'Economie Politique
Henri Cuitton

Redactewr en Chef
Professeur a la Faculte de Droit et

des sciences economiques de Paris
le,m

Kyklos-Redaktion
Institut fur Sozialwissenschaften

CH«4000 Basel
Switzerland/Suisse



Banca Nazionale del lavoro, Quarterly Review

Economia Internazionale

Weltwirtschaftliches Archiv
Hoffmann & Campe Verlag
Hambwrg, Germany

Banca Nazionale del Lavoro
Ufficio Studi

Via Vittorio Vemeto, 119
m, IW

Instituto di Economia Internaszionale
Genova, Italy



May 15, 1967

international and foreign organizations whose names

be useful if copies of the book were sent to all of these as well as to

Enclosed are three lists of people to whom copies of my book,

Miss Grace Darling

Council on Foreign Relations, Inc.
The Harold Pratt House

58 East 68th Street

New York, N. Y. 10021

Dear Miss Darling:

high officials of

¥ 3 mm e
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Yours very truly,
Economics
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May 11, 1967

Institutional Grant Application to AID

Mr, Isaiah Frank
Bela Balassa

It seems better if such a proposal came

After discussion at Baltimore, we have decided that we

should not at this point make any recommendation concerning possible

courses for AID officials,

from them, Correspondingly, I did not use the material you gave me

on earlier training programs,

pan



May 11, 1967

Professor Harry G. Johnson,

The London School of Econonics and Political Science
Houghton Street, Aldwych

London, W, C. 2, England

Dear Harryt

Many thanks for your letter of May Lth, In the meantime
my paper, "The Impact of the Industrial Countries' Tariff
Structure on their Imports of Manmufactures from lLess Developed

Areas," was accepted for publication by Following
your suggestion, I will send the other paper Canadian

I am now revising the paper on "Effective Tariffs,

the Domestic Cost of Foreign Exchange and the Equilibrium Exchange
Rate." After revision, I will submit it to the JPE,

Best regards,
Yours sincerely,



May 11, 1967

Professor Edwin Mills

Chairman
Department of Political Economy
The Johns Hopkins University
Baltimore, Maryland

Dear Bds
Bnclosed is a copy of the most recent version

of the draft proposal for the International Ecomomics Studies
Center., Please let me know if this is acceptable to you.

With best regards,
Yours sincerely,



May 11, 1967

Mr. Noel Roy
2929 North Calvert Street
Baltimore, Maryland

Dear Mr, Roy:

Other obligations have not permitted me to
look at your dissertation proposal as yet. I will do so

sometime next week and that you eome to my office
on Satwrday, May 20th, at 1:30 p.m.
With best regards,
Yours sincerely,
Bela Balassa
Adviser



May 11, 1967

American Airlines Inc.,
633 Third Avenue
New !Wk’ N, Y, m7

On April 7th I retwrned to you an wwsed first-class
roundtrip ticket, Washington/New York, for reimbursement.
May I @k you to give this matter yowr prompt attention,

Yours very truly,

Bela Balassa
Adviser



May 11, 1967

Hotel Scandinavia
28 rue de Touwrnon
Paris 6e, France

Chere Madame:

Veuilllz me reserver une chambre aveec un grand
lit, preferemment a un etage superiewr, pour trois jours
apllnr:udn‘h-hin. Un cheque de cinquante francs est
enc .

Salutations distinguees,

Bela Balassa



May 9, 1967

Discussions with UHCTAD officials,



May 10, 1967
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GhPp hg, 5-1 h.8 h.?
Population 2.8 2.8 2.8 2.9
GDP per head 2.0 2.2 1.9 1.7
AFRICA
GDP 40 3.9 bo2 3.6
wm 2.1 2.1 2.2 2.2
GDP per head 1.8 1.8 2.0
MIDDLE EAST
aoP gﬁ 5.8 g; 1.2
Spvistten e b 23 2.1 2.3 2.3
ASIA
GDP 4O Lol L.0 3.8
Popidation 2.1 1.9 2.3 2.5
per head 1.9 2.2 1.7 1.7
. . JSCUTH ASIA
TSN T e D
GDP per head L7 1.6 1.9 .8
FAR BAST
M g'; g’? o 2%
GDP per head 2.6 3.8 1.8 2.3
DEVELPTHG COUNTRIES
s o OciuEtie o
GDP per head 2.3 2. 2.0 1.7

Sources: 1950-60  IBRD and WN
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Mr. Arthur E, Tiemann May 10, 1967

breakdown.
513.6 Other inerganic bases and metallic oxides
283.4 Lead ores
671.5 Other ferro-alloys
653k Jute fabrics woven
656.1 Bage and sacks of textile material
667 Pearls and precious and semi-precious stones, wnworked

6714 Ferro-manganese



May 10, 1967

Mr. Andrew M, Kamarck
Bela Balassa
Bscobar's

hnwhthtnd‘ntmd}h s 1 am enclosing
am presently revising
Methodelogy which will be available in about ten days.

of the ariginal proposal for research,

copy
the Outline and



May 10, 1967

Institut d'Etudes Eurcpeennes
Universite Libre de Bruxelles
0 Ave, Franklin Roosevelt

Brussels, Belgium
Dear Sirs:

I would like to ask for your permission to use
of the material from my lectures "Sone Considerations en
Liberalization in the Atlantic Area," vered at the Universite
Libre de Bruxelles, and published in the publication series of




May 10, 1967

Editor

The Journal of Political Economy
1126 Bast 59th Street

Chicago, Illinois 60637

Dear Sirs

I would like to ask for yowr permission to use some
of the material from my article, "Tariff Protection in Industrial
Countries: An Evaluation," mumm.msum




May 10, 1967

Professor John G. Curley
American Economic Review
American Economic Assoclation
Room 220, Stanford University
st.mterd, Califarnia 94305

Dear Professor Gurley:

I would like to ask for ygur permission to use some
of the material from my article, Tariff Reductions and Trade
in Manufactures among the Industrial Countries,” published
:I.nthom,m:lnmotm Jmnl, mwbook !;

: JIL_a110T] "4 s o SO ,1 y LVGE

Bconomics Department



May 10, 1967

Dott. ILuigi Ceriani
Ufficlo Studi

Banca Naz del Lavoro
Via Vittoric Vemeto, 119,

Roma, Italy
Dear Sirs
I would like to ask for yowr permission to use same

of the material from my article, "American Direct Investments
in the Common Market," pmmammm.mmd




May 10, 1967

The Bditer
The Manchester School

Bcongmics Departuent
The University

Manchester 13, England
Dear 8ir:

I would like to ask for youwr permission to use some
of the material firom wy article, "Trade Liberalization and
'Revealed' Comparative Advantage" published in the May, 1965
issus of your Jowrmal, in my forthcoming books «




May 10, 1967
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Mr, Alexander Stevenson May 9, 1967
Bela Balassa
Study of Protection in Brazil

Mr. Joel Bergsman, an outstanding young economist from
Berkeley, is writing a monograph on industrialization in Brazil in
the framework of the OECD Development Center's project. In the
monograph he also examines the structure of protection in Brazil and
calculates the effective rate of protection, in which he is following
our methodology. This fact prompted me to ask Ian Little if they
had objections to including Bergsman's discussion of protection,
in an appropriately revised form, in our volume., Little has found
this suggestion acceptable.

It seems to me that adding Brazil tc¢ the list of our
countries would well complement our project and would make inter-
national comparisons of the structure of protection more interesting.
The cost to us would be relatively small: it would amount to about
$1500 - QMcmmmMofatriphmummld
have to make at the otthsyurt.ocarrymrbmmchonprice
comparisons which is not part of the terms of reference of the OECD
study. This cost can be borne from the reserve funds available for
the 1967-68 fiscal year. :

On the basis of these considerations, I would like to
suggest incorporating a paper on Brazil in cur propmd volune.
(Incimm,mvolmwuldboewlo ahead of time of the

OECD Development Center studies). While the ent of the IDB would
be necessary for this, it would not involve a contnct with Bergsman,
since his travel expenses could be paid from funds available to the
project. We would exchange with him a letter of understanding, however.

BBalassa/pam



May 9, 1967

Mr, Harry Siegel
24446 18th Street N.W.
Washington, D, C.

Dear Mr. Siegels

Enclosed is a cheque in the amount of $41.15 to cover
a case of Hooper's 1937 Port to be sent to

Mr. Iuis de Azcarate

6225 - 32nd Place
Washington, D.C.

Please call party before delivery., The telephone number
is 363+6830.

With best regards,
Sincerely yours,

Bela Balassa
Economics Department



May 9, 1967
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a The figures in parenthesis includs Southern Burope snd wiallocated.

a
Import Capacity in Developing Regions ~ 19601965

Lporte Lapital b

(24.55) 22.73
(25.04) 23.19
(26.30) 2h.24
(26.51) 2h.33
(31.60) 29.03
(33.83) 30.99

($ villiien)

Hat
afficial

(1.58) Lo
(5.42) L5
(8.76) 5.06
(6.28) 5.54
(6.15) 5.63
(6.69) é.ncf

Private

(2.39)
(2.53)
(1.7h)
(2.00)
(2.31)
(3.09)

b From DAC coumtries and multilateral enly.

¢ mmmuhmmwdm
developing countries is $5.80 villien.

2.13
1.57
1.09
1.
2.18
2,90

Gusrastesd  Inpert
Eport Credit Capeelty

(.50)
(.61)
(.60)
(.59)
(.82)
(.7

«33
b6
60
A7
66

51

(31.99) 29.27
(33.60) 29.87
(34.10) 30,99
(35.39) n.L8
(10.88) 37.50
(bha32) k0L



May 5, 1967

M, Andrew M, Kammrck
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¥, David Kochav May 5, 1967
Bela Balassa

' 2 et 457 | U - e LR
ad Dalance of Dayneats in 1000-1J0:

Please note the following corrections to be made in the

above nemo.

2 last line, Replace "decline in incomes®
- Wuhmd’w’:m;&'
Page L

Footnote 1  Replace $357billien by #3L.h billien.

last line of paragreph 9. mm
— of soms of the developing countries "

Teble 2 mummnhmm
- Africa <1959 instead of 1859

Total 7699 instead of <T199

cor lesars. frisdwn, Esaarck, Jtevenson, leon, Rao



Mr, David Kochav May L, 1967
Bela Balassa

Enclosed is a draft of "Developing Countries: Economic Growth,
Trade and Balance of Payments in 1960-1965" prepared for the Annual
Report. Please note that some of the figures are still subject to
change. Also, I have included in the draft some detailed comparisons
between balance-of -payments and DAC figures, which will be deleted from
the final version.

Finally, the conclusions of the paper are very tentative and will
be revised in the light of new infermation.

BBalassa/pan

encl.



Form No. 58

TO:
FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | -'"759233;32i$,g;”“”°5
.
OFFICE MEMORANDUM
Mr. David Kochav - " DATE: May' L, 1967

Bela Balassﬁ\ | . )

Developine Countries: Economic Growth, Trade
and Balance of Payments in 1560-1965

Enclosed is a draft of "Developing Countries: Economic Growth,
Trade and Balance of Payments in 1560-1965" prepared for the Annual
Report. Please note that some of the figures are still subject to
change. Also, I have included in the draft some detailed comparisons
between balance-of-payments and DAC figures, which will be deleted from
the final version.

Finally, the conclusions of the paper are very tentative.and will
be revised in the light of new information. '

BBalassa/pam
encl.

ce: Messrs. Friedman, Kamarck, Stevenson, Ieon, Rao

|

R T
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DEVELOPING COUNTRIES: ECONOMIC GROWTH, TRADE
AND BALANCE OF PAY'ENTsS IN 1960-1965

- Economic Growth 5

1. United Nations declarations on the'Development Decade called for
an annual rate of economic growth of 5 percent in tﬁe devéloping countries
to be reached in the course of the.nineteen-sixties. This target was

not attained in the first half of the decade; in fact, the estimated average
annual rate of increase of gross domestic product in the developing countries
did not exceed the L.l percent growth rate experienced during the fifties.
(Table 1). Nonetheless, there appears to be a tendenéy towards a reversal
of the decline in growth réﬁes that took place between 1950-55 (L.6 perc;nt)
and 1955-60 (4.3 percent). l

2. But estimates for the dsvelopiné nations, taken together, conceal
considerable variations among the individual areas and countries. Among

the major regions, the Middle East leads wiih a growth rate of 7.2 percent,
followed by Latin America (L.8 percent), while the corresponding figures for
Asia and Africa_are 3.8 and 3.7 percent, respectively. In the former two
areas, the results represent a decided reversal of the decline in growth

* pates between the first half and the second half of the fi_fties and both
areas surpassed their average growth rates for the ninéteen-fifties. In the
Middle East, Israel and the oil countries did equally well; while the rate

of growth of GDP for the whole of Latin America was held back somewhat by

1/ The United Nations regards the countries of North America and Western Europe,

as well as Japan, Australia, New Zealand and South Africa, as "developed" and

all other countries outside the Sino-Soviet area as ndeveloping" or "less developed”.
This definition will be adopted in the following, and we will further classify
developing countries according to geographical groupings: ILatin America (the
countries of the Western Hemisphere less the United States and Canada), Africa

(the continent of Africa less South Africa), Middle East (the countries of the

Asian continent west of Iran), Asia (the continent of Asia other than the countries
of the Middle East, the Communist countries, and Japan, plus the islands of Oceania).
Within the latter, we will separate the countries of South Asia (Afghanistan, Burma,
Ceylon, India, and Pakistan) from those of the Far East. ' .
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- the relatively slow expansion of Argent%fa (B.h.peféenf) and B:azii (Lok
percent). |

3. By contrast, the decline in the average annual growth rate of GDP
continued in Asia: it was L.3 percent in 1950-55, 3.9 percent in 1955-60,
and 3.7 percent in 1960-65. These results are largely due to the poor
performance of India and Indonesia that account for one-half and one—tenth
respectively, of the total GDP of the area. Thus, the gross domestic Prodnqt
of India grew at an annual rate of 2.7 percent in the years 1960-65, that of
Indonesia at a rate of 1.6 percent, while the average for all other countries’
in the area, taken together, was 6.0 percent. If we separate South Asia and
the Far East, the corresponding figures e 3.2 and 5.0 percent a year, and
‘for the Far East without Indonesia 6.5 percent. .
L. Just as in Asia, the rate of growth of GDP continued to decline

jn Africa also. It was only 3.7 percent in 1960-65, as against L.3 percent
in 1950-55 and 3.9 percent in 1955-60. Here again the poor pe;formance of
two large countries greatly affected the outcome. Available information
jndicates a decline in Algeria's GDP of h.é percent a year and an increase of only
2.6 percent in the former Belgian Coﬁgo. By contrast, all other countries,
taken together, averaged a mte of growfh-of about L.5 percent.

5. The rate of increase of GDP is customarily used to evaluate a
country's growth performance. However, for gauging increases in living
standards, data on per capita rather than total gross domestic product are
relevant. In this respect, fhe situation in the develcping countries is much
less favcr;ble than GDP figures would indicate. The growth of population
accelerated to a considerable extent in the years 1960-65, leading to a decline in |

the rate of increase of per capita incomes as compared to the nineteen-fifties. In the
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developing countries, taken together, population rose at an annual raté of
2,2 percent in 1950-60 and 2.6 percent #n 1960-65. Correspondingly; the
rate of growth of per capita income fell from 2.2 to 1.8 percent. It is
small consolation that the latter figure shows no deterioration as compared
to the second half of the fifties, especially since the growth rate of per
capita incomes in the develﬁped nations accelerated: it was 2.2 percent in
1955-60 and 3.6 percent in 1960-65. Thus, income differeﬁqes'between the
two groups of countries have increased in absolute as well as in relative

terms.

The Import Capacity

6. In discussions p;ecedingléhd-following the first UNCTAD conférgnce,
the sluggish growth of demand on the pa:t of developed countries has been
said to be the most important single 6bstaclé to economic growth in less
developed areas. It has further been noted that capital imports are a
substitute for exports in the sense that the resulting increase- in foreign
exchange permits the importation of commodities required for thé continuing

growth of the mational economy. In the following, we shall employ the concept

import capacity to refer to the availability of foreign exchénge through
exportation and capi£al inflow. In turn, the uses of import capacity include
merchandise importé, invisibles,;!reverse capiﬁal flows, and net transactions
in the monetary sector (mainly changes in reserves). ‘

T. The inflow of capital -- public and private -- is shown on a net

Although invisibles, especially spending by foreign governments and tourist
income, assumed some importance in the postwar period, merchandise exports have
remained the major source of foreign exchange in the developing countries,
accounting for over four-fifths of their receipts on the current account. At
the same time, for the year 1965, the breakdown of invisibles for a number of
developing countries is not avyailable and the reliability of existing data is
also open to question. Correspondinzly, we have regarded net payments on
jnvisibles as a use of foreign exchange available for the developing countries.



-
basis while, following customary usage, we have included intefest on public
debt among invisibles. This is not an+éntire13'satisfactory procedure and,-
for some purposes, import capacity may be expressed by deducting contractual
interest payments from the suﬁ of ex?orts and net capital inflow. Correspond=-.
ingly, the amount of interest payments on the'ﬁublic debt will be indicated ‘
separately. |
8. According to the data of Table 2, in 1965 expofts contributed
$36.4 billion (83 percent), net official caﬁital flows 35.8 billion Elh percent)
and net private flows $1.L billion (3 percent) to the import capacity of the
developing countries. The export figure is identical to that reporied in UN

statistics; in the few cases where differences were shown, exports and imports

1/
were adjusted by the same amount. In turn, DAC reports net official bilateral
. & '
capital flows of $5.1 billion, to which.should be added $0.8 billion provided

3y
by mltilateral institutions and $0.7 billion received from non-DAC countries.

1/ There are, however, differences on the import side. The UN estimates imports
into developing countries on the basis of the export statistics of all nations of
the world at $37.5 billion while our figure, derived chiefly from the balance-of -
payments statistics of the developing countries, is $34.l billion (both figures

are expressed on an f.o.b, basis). There are three possible explanations for this
discrepancy: shipments reported as exports to developing countries in UN statistics
might have been redirected en route; the amount of freight deducted from the L, L 0
price for countries that report imports on a c.i.f. basis might have been over-
estimated; and, imports into develcping countries might have been underreported in
the balance-of -payments of these countries. In the second eventuality, imports
and freight would have to be adjusted by equal amounts without affecting the trade
balance while the third would necessitate an adjustment in the import figure as
well as in the errors and omissions item.

2/ The figure excludes net official cépital flows of $0.5 billion to Southern
European countries and $0.2 billion of unallocated aid.

3/ DAC estimates this outflow to have amounted to $675 million in 1965, the bulk
of which came from the Sino-Soviet area (OECD, Developmant Assistance Efforts and
Policies, 1966 Review, Paris, 1967, pp. 29-30). By corparison, UN trade statistics
show an export surplus of $590 million in the trade of the Sino-Soviet area with
the developing countries, of which about $100 million is with Cuba.
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IFina.lly, DAC estimates net private capital flows from developed to developﬁ%
countries at $2.9 billion,l!and guaranzéed export credits at $0;5 billion.

9. There are several reasons for the differences between get official
capital flows repﬁrted by the donors-énd by the recipients. Firsf, official
transfers are shown on a net basis in Table 2, after d=ductions for transfers
originating in developing countries that amounted to $0.2 billion in 1965,
Second, the DAC figures include technical aSSLStance of $1.0 billion in 1965
which is not fully reported by some of the developing ccqntrles.g/ F&nally,

the lack of geographical breakdown of data on UN assistance, amoﬁnting to
$0.2 billion in 1965, did not permit its inclusion in the balance-of-payments
figures qf some of the developing countries. v
10. ﬁifferences in the reported figures on private capital flows are
considerably larger. At thé same time, a region-by-region comparison of

the figures is not possible since the geographical breakdown of over one-fifth
of the $2.9 billion DAC figure is not available. Neverthelesé, it can safely
be said that the major cause of these differences is the reverse flow of
capital from developing to developed countries. This flow appears;especially
large in Latin America but it has some importance in other areas also.,

11, Further interest attaches to changes in the total amount -- and in
the sources -- of import capacity in the period 1960-65. ‘For the sake of
comparability, we will consider four major-developing regions -- Latin America,
Africa, the Middle East, and Asia -~ énd will exclude intrarégipnal trade from
the calculations. In the case of private flows, the DiC figures have been

used by roughly estimating the geographical distributicn of the unallocated

$0.8 billion (Table 3).

17 The figure excludes private investmént in Southern Ihrope of $159 million
as well as guaranteed export credits to Southern Europe of $175 million and
unallocated of $13 million.

2/ Adjustment for an understatement of technical assistance would involve raising the
amount of public transfers and payments on the service account by the same amount.
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Export Expansion
12. According to the final version of the UN projections for the

Development Decade, published in the 1963 World Economic Survey, the total

ezport;_of the developing countries would rise during the 1960-70 period at

a rate of h.d percent a year. Prospeetive annual increases in the exports

of these countries to the developed nations were estimaﬁed at 3.7 percent, and
to the Sino-Soviet area at 8.7 percent. The actﬁal expan&ion in exports in
the first half of the sixties-greatly exceeded these expectaﬁions. Sales of
developing countries to the develobed nations rose at an annual rate of 6.0
percent; the rate of increase éf exports to the Sino-Soviet area %as 13.6
percent and in trade among developing areas 5.7 pércent. As a result, the
total exports of the deveioping countries (excluding intra-area trade) érew

;t # raﬁe-ﬁf-é.h percent a year. During the same period, the prices of exports

originating in developing countries remained unchanged.
13. Developed nations continue to provide markets for the bulk of the

exparts originating in less developed areas (8l percent in 1965),hence it is
of especial interest to indicate changes in this trade. The rapid expansion
of the imports éf developed nations from developing countries is partly explained.
by the high rate of growth of GDP in the former. _Whereas the United Nations
calculated with a growth rate of 3.7 percent in the 1960-70 period, the actual
figure for the years 1960-65 was 5.0 percent. But an improvement is indicated
even if we adjust for differences between actual and projected growth rates
since a one percent increase in GDP in the developed countries was associated
with a 1.2 percent increase in their imports from less developed areas while
the United Nations calculated with a one-to-one relationship. These differences
" are explained by the faster than expected rise in imports of fuels and manu-

factured goods from developing nations: while the UN assumed that a one\percent'
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increase in the gross domestic product'ff developed countries would lead-to
a 1.l percent increase in these imports; the actual figures for 1960-65 were
2.0 and 2.2 percent, respectiﬁély.
1k. Among the developing regi&ns; exports rose the most rapidly in the
Middle East (9.L percent), followed By Africa (8.2 percent); the corresponding
figures were 5.5 percent in Asia and 4.5 percent in Latin America., The Middle
East benefited from the rapid expansion of demand for fuels while Africa
increased its market share in fuels and, to a lesser extent, manufactured goods
(chiefly metals). By conﬁrast, Asia and Latin America experienced an erosion
in their market shares in most major commodity groups. .

Public and Private Capital

15. Acé?rding to the data of Table 3, the net amount of official capital
obtained by developing countries increased from $L.0 billion in 1960 to $5.8
billion in 1965. But 1965 data include aid from non-DAC countries while
excluding some other items. If we consider the DAC countries only, the increase
is from $L4.0 billion to $5.1 billion, i.e. 28 percent. In terms of annual

rates of change, this increase is identical to that of the.gross domestic
product of the DAC countries although it is less than the rise in their imports
from less developed areas. |

16. Increases were larger in the case of private investment and guaranteed
export credits that rose at a rate of 5.8 percent a year in this perlcd. At

the same time, 1965 was a peak year in private foreign investment and preliminary
indications point to some decline in 1966, The Increase in guaranteed export
credits, however, can be expected to continue. | |
17. As regards the geographical composition of the flow of capital, we

find that the countries of Asia and Latin America were the principal beneficiaries
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of the increased inflow of official funds; there was 11tti¢ change in the
amounts received by Africa and the Hid;ie East. In turn, the rise in guaranteed
export credits benefited Asia and Africa, while Lati; America and the Mi&&le
East experienced a decline.- Finally, there is evidence of an increase in .
private capital flows to the Middle East but the uncertainties related to the
geographical breakdown of private capital flows do not permit us to derive

any conclusions in regard to the other regions. :

~

Import Capacity and Economic Growth

18. A1l in all, the import capacity of the developing countries, taken
together, rose at an annual rate of 6.6 percent between 1960 and 1965, far
exceeding the annual increase of L percent implicit in the UN projectiohs. The

- pesults need to be adjusted, however, for changes in the terms-of-trade. While
the average prices of the exports of developing nations to developed countries
did not change during this period, the prices of their imports were reported :
to have risen by 5 percent. But the latter figure tends to overestimate
increases in prices since it takes no account of improvements in the qpaiity of
machines imported from industrial countries. A smaller price change.is_indicated
if we consider instead the export price indiqes of the latter group of countries.
Finally, it should be noted that in 1965 slightly over one percent of the import
capacity of the developing nations was used for interest payments on their
public debt. | | '

19. Among individual regions, iﬁcreases in import capacity (in current
prices) were the most pronounced in the Middle East (9.7 percent), followed by
Asia (6.9 percent), Africa (6.8 percent), and Latin America (4.7 percent). It
appears, then, that import capacity was much less of a'bottlgneck to economic

‘growth in developing regions than UN projections would have led us to expect.

I/ TUnited Nations, Monthly Bulletin of Statistics, November, 1966
— ’

'S
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At the same time, the rate of gfowth of GDP exceéded that oflimport.capacity
ﬁnly in Latin America. | w5 |
20, But to indicate the,relationship between import capacity and
economic growth, country-by-country cdmparisons need to be made. Using the
4O country sample used elsewhere in this report, we find a positive correlation
between exports and economic growth. Aside from'ﬁrgentina, oﬁiy some
relatively small countries, such as Bolivia{ Cyprus, Honduras, Paraguay,
Malawi and Tunisia do not fit the pattérn. By conpraét, there is no correlation-
between the inflow of official capital and guaranteed export credits, on the
one ﬁand, and economic growth, on the other. Correspondingly, the relationship
between import capacity and economic growth appears to be weaker-than between
exports and éfowth.
21. It also appears téat the rate of growth of GDP was higher in areas
where exports account for the.bulk of foreign exchange earnings. The relevant
ratio approaches 90 percent in the Middle East and Latin America, it is three-
fourths in Africé and slightly above two-thirds in Asia. At the same time, in
fhe countries of South Asia that had the poorest growth-performance,,exports
accounted for only slightly more than one-half of import capacity.
22, These considerations indicate the importance of exports in the growth
process. They should not lead us to belittle the contribution of capital
inflow to economic growth, since aid is often given to countries that face
difficulties in increasing;_or maintaining, their grpwth-rate due to the slow
expansion of their exports. At the same time, the data point to the conclusion
that a combination of exports and capital inflow may provide the best solution

for many of the developing countries.



Table 1

ECONOIIC GRGWTH IN LESS DEVELOPED AREAS

&

1950-60 195055 1955-60 1960-65
Anmual rate of growth

~Latin America.(a) ,
GDP L.6 -~ b8 L.S L.8
Population T 2.8 2.8 849
'GDP per head 1.8 C 9 | 1.6 1.8
s _ -
GDP ) W 1 A L.3 3.9 . 3.7
Population 2.2 T 2.3 2.
- GDP per head 38 .. ° e B 1.6 1.3
Middle East
GDP 5.2 5.6 L.7 . "Te2
Population - | 2.h o ' 2.7 2.3 » Nel
GDP per head 2.7 3.0 2.L 3.9
Asia
GDP k.2 - Gt L.3 L1 3.8
Population - | : 1.8 2.3 2.5
GDP per head 2.1 ' 2.h 1.8 1.3
Developing Countries | |
Iotal |
GDP L.b L.6 L.3 L.k
Population 2.2 - 22 2.L ) 2.6
GDP per head 2.2 _ 2.5 | 1;3' - 1.8

Sources: 1990-60: United Nations, World Economic Survey, 1963, Part II
1960-65: IBRD s

Note: (a) Data for 1950-60 includes Lating American republics only.



Preliminary
Table 2

! ~ The Balance-of -Payments of Developing Countries, 1965

' * ($ million)
' Current Capital
‘ Trade Private Account Official Private Account Monetary Errors :
_ ' Exports Imports Balance Services Transfers Balance Capital Capital Balance Sector Omissior
Latin America 12700 11128 41572 2316 2 =742 1oLl 305 | 1316 -8L6 2
Latin American ;
Republics -~ 1ob1s 8324 42091 =225 =10 - 3LL L5 138 883 - 73k 195
Cuba : 685 . 785 - 100 - - - 100 100 - 100 - -
Other Western Hem, =~ 1600 2019 = 419 109 12 -298 166 167 333 -112 77
Africa ' - - 7670 7418 4+ 252 - ~1959 1 <1693 1583 130 2013 - L7 =273 .
4 . ' .
Middle East : 6490 L322 +2168 -2589 215 - 206 328 365 - 693 - 24,8 =239
Asia © 95,0 11570 ~2030 -1035 194 -2871 2880 255 3135 - 252 - 12
South Asia 2910 4096 -1186 - 867 102 <1951 2012 L9 2061 95 | 208
Far East ' 61,00 7218 - - 818 - 151 92 - 877 836 195 1031 - 347 " g
Oceania 230 256 - 26 - 17 - - L3 32 11 L3 = 3 -

Developing countries, : Sy
Total 36400 34438  +1962 7899 L25 -5512 5802 1355 7157 -1393 =252

Source: Exports and Imports: UN, Monthly Bulletin of Statistics, March 1967 and special communication.

Other items -~ IMF, Balance of Payments Statistics and estimates




Table 3

w8 Import Capacity in Developing Regions, 1960 and 1965

($ billion)
_ i ow R Official ~ Private Guaranteed Import s
Y orts " Capital Investment Export Credit Capacit ! "

i 1960 1965 1960 1965 1960 1965 1960 1965 1980 1965 :
Latin America 8,49 10,58 0,33 1,01 0.91 1,00 0.25  -0,03 9.98 = 12,56
Africa 4,86 7.19  1.43  1.58 0.70  0.80 0.06  0.25 7.05 9.82
Middle East . 3.81 5.96  0.29 0.33 0,20 0.60 0,04 | 0 bl ¥ 6,89
Asia ' 5.57 7.26 1.95 - 2.88 0,32 0.50 -0.02 0.29 7.80 10.93
22,73 30.99 4L.00 5.80 - 2,13  2.90 L 0.33 | 0.51 29.17  L0.20

<4

- Source: 1960 -- Bela Balassa, Trade Prospects for Developing Countries, Homewood, I1l., Richard D. Irwin, 196k, pp. 9L, 106

Notes: )/ Excludes intraregional trade.



May 3, 1967

nviufwmlwrmu 196!;. 1965&!11966 Please let
me lnow whether back lssues are available for these years
and how much they cosu.

Yours sincerely,



May 1, 1967

Chere Madam,

Veuillez m'excuser de ce delai mais je n'ai pas
en occasion de repondre a vos commmnications jusqu'icl,

Je vous felicite d'avoir donne un excellent
resume des discussions. La seule correction majeure se trouve
dans la discussion des rapports de synthese. Comme j'ai indique
dans le texte, la tete du tableau doit etre corrige comme suit:

"la capacite des filiales europeemne, exprime en

pourcentage de la capacite de production des
maison-meres americaines,"

"le cout de revient des filiales eurcpeennes, exprime
en pourcentage du cout de revient des maisonsemeres
americaines"”

En esperant que vous pouriez toyjours effectewr
ces corrections, je vous prie a croire, chere Madame, & mes
meilleurs sentiments.

Econmmics Department

Madame Henri Chapron
6, Rue d*Avricourt
Paris, XVII®, France



