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INTERNATIONAL DEVELOF**=NT l INTERNATIONAL BANK FOR 74"/4"-30'1

ASSOCIATION INTERNATIONAL FINANCE

RECONSTRUCTION AND DEVELOPMENT . CORPORATION

OFFICE MEMOR/A\NDUM T 117 #?«,-5’4“';7’,--'%"

LA~ LEIE A i
TO: My, I. P. M. Cargill

. DATE: 30 June 1975
FROM: A, K. Rawlinson M

SUBJECT: y,K. Contribution to Third Window

I have been asked to reply to your cable of 16 June addressed to
Mr. King.

v g8 The British Government are prepared to offer $10 million as an
initial contribution to the Third Window as now proposed, that is, towards

a fund of $125 million to subsidise $500 million of lending; and, subject to
Parliamentary approval, to make this contribution available by the end of
July 1975 provided that:

(a) the balance of $125 million is forthcoming from the
first group of countries mentioned in your cable
of 16 June; and

(b} the key features of the Third Window remain as in
the report of the Executive Directors dated 20 May.

&, My Government would be prepared to consider increasing their
contribution beyond $10 million should contributions from the second and thivd
groups of countries mentioned in your cable make total lending of $1 billion
appear feasible; or if contributicns from other donors turn out insufficient
to support a fund even of $500 million.

4. We have noticed that the question of the proportion of the lending
to be devoted to programme lending is to be left open until the size of the
total contributions to the subsidy fund is known. As you know, this questiocn
is of interest to my authorities, who would have preferred a firmer commit-
ment to a high proportion of programme lending than has yel been forthcoming.
They propose that any relatively small excess in contributions over $125
million obtained for the $500 million window from initial contributions
should be used to support pregramme lending in preference to a marginal
increase in total lending.

8. Since your cable mentioned $20 million as the upper end of the range
of our initial offer, I should perhaps point out that both in the memorandum
handed to Mr. McNamara on 18 February, and in my statement to the Board on

25 March, I stated that our offer was in the range $10 - $15 million, and it
was so recorded in the report of the Executive Directors dated May 20 which was
transmitted to the Development Committee with document DC/75-14. This of?er
was related to the size of subsidy fund thought necessary to support lending

of $1 billion.
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Progress on Third Window Contributions since Status Report of June 14, 1975

Australia:

Austria:

Belgium:

Canada:

Denmark:

Finland:

France:

Germany :

Iran:

ITtaly:

Japan:

Kuwait:

Luxembourg:

Netherlands:

RSM cabled Prime Minister on June 20

Cable prepared for RSM to send to
Finance Minister,

Cable prepared for RSM to send to
Finance Minister.

Isbister reports that contribution
of 520 million has support at official

level but requires Ministerial decision.

Awaiting contributions by more big
countries. (See note by Goodman
dated June 27)

Contribution possible but unlikely.

Awaiting resolution of gold questionm.

No developments, but contribution
possible after January 1.

RSM to cable Shah with specific
proposal as soon as present pledges
confirmed.

No developments since Paris,

RSM to cable Fukuda with specific
proposal as soon as present pledges
confirmed.

El Fishawy reports provision has been
made in budget for a contribution of
$20 million.

No prospect.

Witte has transmitted request for
formal confirmation of willingness
to contribute $20 million.

Remarks

Decision expected
late July.

Goodman to ask de
Groote on latter's
return Monday if

this would be helpful.

Goodman to ask de
Groote on latter's
return Monday if this
would be helpful.

IPMC will check status
with Isbister Monday.

IPMC will consider
visiting Copenhagen
next week.

No action at this time.

No further action at
this time.

No further action at
this time,

IPMC plans to visit
Carli in Rome next
week.

No further action
required at this stage.

IPMC will raise matter
during forthcoming visit
to the Hague.



Norway:

gatar :

Saudi Arabia:

South Africa:

Spain:

Switzerland:

UAE:

7

Venezuela:

= B

Has confirmed willingness to contribute
$4 million subject to Parliamentary
approval (probably September) and

other conditions.

El Fishawy reports mo prospect of
their contributing.

El Fishawy reports that contribution
(of $25 million) will be paid as soon
as Fund established.

Gaud has spoken again with Schmidt.

Small contribution will probably be

forthcoming if one or two more major
countries come in.

No developments since Paris,

Contribution of $5 million + probable
but delay may extend beyond mid-1976.

Contribution believed unlikely in
view of financial difficulties in
Abu Dhabi.

IPMC has contacted King and Rawlinson.
$20 million contribution believe
assured.

Gonzalez—-Cofino asked to talk with
Hurtado to confirm contribution of
$10 million. Gavidia will also
telephone Hurtado.

Raymond J. Goodman

June 28, 1975

cc: Messrs.

McNamara
Knapp
Cargill
Gaud
Nurick
Adler

El Fishawy

Remarks

Aase checking condi-
tions, (See note by
RJG dated June 27)

No further action
required.

No further action for
time being.

IPMC will consult Carli
in Rome next week.

See note by Nurick
dated June 26.

Cargill will check 1
status with Rawlinson
Monday .

Gonzalez—Cofino returns
to office Monday.
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Mr. Robert S. McNapara June 28, 1975
P M

I.P.M. Cargill _ | .L\.-‘f |
I

Third Window - Soﬁth Africa

Mr. Gaud sent you a memorandum on Jume 25 about the South African
position with regard to the Third Window. My own inclination is not to
bother with them. South Afrieca's performance in the field of aid is a
miserable one and the arrogance of their present position is not acceptable.
Accordingly, I would recommend that you do nmot write to the Finance Minister
and indeed avoid a discussion with him at the Annual Meeting.

ce: Mr. Knapp
Mr. CGaud

IPMCargill/ple



INTERNAT IONAL FINANCE
CORPORATION

OFFICE MEMORANDUM 7 7727

TO: Files DATE: June 27, 1975

|NTERNAT[ONAL DEVELOPMENT | INTERNATIONAL BANK FOR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

A

FROM: Raymond J. Goodman

SUBJECT: Third Window: Norwsy and Denmark

At my request Mr. Aase has been in touch with Norway about the
possibility of a visit there and to Denmark by Mr. Cargill next week to
confirm their willingness to contribute to the Interest Subsidy Fund.
Mr. Aase called this morning to say that he had received a reply from
Oslo (which is currently acting as liaison with the Nordic countries)
which confirmed Norway's decision to contribute $4 million subject to
Parliamentary approvael, to the scheme being "broadly based" and to
satisfactory criteria being agreed for the allocation of Third Window
loans.* A visit by Mr. Cargill was therefore not necessary.

In answer to my question Mr. Aase said that while Parliament's
approval was not a mere formality, it was unlikely to reject a proposal
for a Norwegian gontribution to assist LDC's. One problem, however, is
that Parlisment is not in session and is not expected to convene until
September.

Oslo reported that Demnmark had not yet made a decision, and
would wait until some more of the larger countries had agreed to contribute.
A visit by Mr. Cargill would not alter this position.

* There is a reference in the telex to voting
arrangements which is unclear and which
Mr. Aase is checking.

cc: Messrs. McNamara
Knapp
Cargill
Nurick
Gaud
Schulmann

RJGoodman :ed
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE o
TO: INTBAFRAD DATE: JUNE 26, 1975 W
PARIS
CLASS OF
/ D 5.,7 SERVICE: TELEX

Page one of two (ext. 3606

COUNTRY: FRANCE

TexT: FOR CARRIERE. YOU WILL RECALL THAT AT CLOSE OF THIRD WINDOW MEETING IN PARIS ON
Cable No.:

APRIL 30 THE DRAFT OF A RESOLUTION ON THE ESTABLISHMENT OF THE FACILITY BEARING
THAT DATE WAS CIRCULATED TO DELEGATES WHO WERE ASKED BY THE CHAIRMAN TO SEND ANY
COMMENTS THEY MIGHT HAVE TO NURICK. CARGILL YESTERDAY SENT MEMORANDUM TO EDS
REPRESENTING POTENTIAL CONTRIBUTORS, EXCEPT FRANCE, REMINDING THEM OF THIS AND
ASKING IF HE COULD ASSUME THAT ABSENCE OF COMMENT MEANT THAT THEIR AUTHORITIES
FOUND THE DRAFT ACCEPTABLE,WITHOUT PREJUDICE TO THEIR DECISION AS TO WHETHER THEY
WOULD CONTRIBUTE IF THEY HAVE NOT SO DECIDED ALREADY. THE RFASON FOR NOT INCLUDING
MR. WAHL IS THAT DURING THE DISCUSSION ON MAY 20 OF THE PROPOSED BOARD REPORT TO
THE DEVELOPMENT COMMITTEE ON THE THIRD WINDOW HE SAID THAT HIS AUTHORITIES
PREFERRED THAT SUCH A FACILITY BE ESTABLISHED BY DECISION OF THE BOARD OF GOVERNORS
RATHER THAN BY RESOLUTION OF THE EXECUTIVE BOARD. WE DO NOT SHARE THIS VIEW SINCE
ESSENTIALLY ALL THAT IS SOUGHT IS AUTHORITY TO MANAGE A FUND WHICH WOULD PROVIDE
AN INTEREST SUBSIDY FOR CERTAIN BANK LOANS AND TO ENTER INTO AGREEMENTS WITH
CONTRIBUTORS TO THE FUND GOVERNING THE PAYMENT OF CONTRIBUTIONS AND THE
RESPONSIBILITIES OF THE BANK AS ADMINISTRATOR. FURTHERMORE, AS A LEGAL MATTER,

THE BOARD OF GOVERNORS HAS DELEGATED ALL OF ITS POWERS TO THE EXECUTIVE DIRECTORS
EXCEPT THOSE SPECIFICALLY RESERVED TO THE BOARD OF GOVERNORS (SEE SECTION 15 OF
THE BY LAWS) AND PURSUANT TO THIS DELEGATION THE EXECUTIVE DIRECTORS WOULD CLEARLY
HAVE THE POWER TO AUTHORIZE THE THIRD WINDOW ARRANGEMENTS WITHOUT APPROVAL OF THE
BOARD OF GOVERNORS. HOWEVER, WE WOULD GO ALONG WITH REFERENCE OF THE MATTER TO
GOVERNORS FOR DECISION IF OTHER DIRECTORS SHARE FRANCE'S VIEW, ALTHOUGH WE HAVE
HAD NO INDICATION THAT THEY DO. WOULD YOU PLEASE INQUIRE WHETHER FRENCH AUTHORITIES

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

CLEARANCES AND COPY DISTRIBUTION:

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use By Communications Section

ORIGINAL (File Copy)
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Form No. 27
{3-70)

INTERNATIONAL DEVELOPMENT

INTERNATIONAL BANK FOR

INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE :
TO: DATE: é/u'/
CLASS OF
SERVICE:
COUNTRY: Page two of two
TEXT:
Cable No.:

STILL MAINTAIN THEIR POSITION ON THIS POINT AND WHETHER THEY FEEL STRONGLY
ABOUT IT. FOR YOUR INFORMATION A PAPER IS BEING PREPARED FOR THE BOARD, TO
WHICH THE DRAFT RESOLUTION WOULD BE ANNEXED, RECOMMENDING ESTABLISHMENT OF
THE FACILITY. WE ARE SEEKING CONFIRMATION FROM THOSE GOVERNMENTS THAT HAVE
ALREADY INDICATED WILLINGNESS TO CONTRIBUTE, AND WILL DISTRIBUTE THE PAPER
AS SOON AS WE ARE SURE OF HAVING A LARGE ENOUGH FUND TO SUBSIDIZE AT LEAST

$500 MILLION OF THIRD WINDOW LOANS.

PRESIDENT BELIEVES THAT SUFFICIENT

FUNDS ARE IN SIGHT TO PERMIT OPERATIONS TO START BEFORE ANNUAL MEETING.

REGARDS

GOODMAN

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

Raymond J. Goodm

REFERENCE:

Offic P,Fin
o
tSIGNA\T.hE T INDIVIDUAL AUTHORIZED TO APPROVE)
RJGoodman/xf

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

CLEARANCES AND COPY DISTRIBUTION:

cleared with and cc: Mr. Nurick

cc: Mr, Cargill

For Use By (omfnynigations Section

i

Checked for Dispatch:

L L
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June 25, 1975

June 15, 1975

s met with Covernor Alquraishi of the Saudi Arablan

Monetary Agsency

(LIUNY,, M Ahmad Abdelatif, Vead of Toreign Investment Department, SAMA,

rro. David C. MeCutcheon, Adviser.

71

1)  TLong-Term Torrowing:

After explaining the main features of Bank Bonds,

(her we could present @ progran of proposed Dank borrowings

able to determine bow this would
We drow an initial

upon its review,

co ag to be
santment requirements.
~hed., Governor Alquralshi,
amount envisaged therein was on

vy, Abdelatif asked

rom SAMA

fic L with SAMA's

proposal, copy of which 1s
indicated that the aggre=
the high side, especially in the light

~aducad oil production and the five-year development plan of .about 140

111ion dollars.
sroved 22 days hence and before them
s4fic amounts. The pank and SAMA ghould

To-Yeay Bonds:

()

14

would be reasonable
1n respect of the next 4isoue of September 15 o
o rolling over the 10 million
{ Arabia would like to continue
g It subseription to

Alquralshl later confirned this.

wpreased the view that

S

plained the gpecial features of this type of investment.

e also mentiened that the budget was expected to be
1t would not be possible to
set in touch at that time.

discuse

Mr.
to evpect a gub=-

£ 40 million dollars
which would become due then.
£0110wing its previous policy
157 of the total amount of the iasue.

covernor Alquraishi expressed satisfactlion that the "Third Window"

1onding faclility was moving ahead.
+& that Saudi Arabila was playing in this scheme.
Alquralshi stated that Saudi
11able to SAMA and was therefore payable to the
-on the Dank, after
vnt of this lending

CovoInor

facility.

e :..i-'

au1Tishawy/rh

1

cleared with and cec? ¥r. Uhrig

ces Meossra. McNamara
Coodmin
Totberg
Fochman ofr

We expressed appreciation of the major
Upon our- inquiring,
Arazbila's contribution had been made
Suhsidy Fund upon re
notice had been piven to SAMA of the formal establish~-

quest
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&8 follows:

AN A Gy A JONAL BANK FOR A\QCUL\Dlx\ULLIUL\ AN L UEVELOI‘J}LEL\'[‘

1818 H Street, N.W.,, Washington, D. C. 20433, US. A.
Asve Codo 202 + Talephone « E Xecutive 38300 + Cable Addresn - INTBAERAD

Junsc 16, 1975

Y

In respect of the request made regarding emounts and
timing of the proposed bond issues with SalMa4, we propose
three transactions which could be envisaged to be cougummated

July 1, 1975 G3C0 Milldion
ctober 15, 197% 400 Million
anuvary 15, 1976 8§00 Million

Paymeat of the principal amount of any or all of the
abeve transactions could be made in 2 or 3 ingtalmentso
extending over about throo months. Repaymeat of any
igsue could be after 10 yesss or in about five egual
ingtalmentis begianing in the 8th year of the issue.

The above proposals are sudbmitted for SANA'e
considoration. The Dank igc prepared to adapt them to
euch other proposals as SALA way f4ind more suitabdle in
the light of its requirements.

: '
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Mr. I.P.M. Cargill June 25, 1975

(C- EAELA
Saad S. El Fishawy

DOHA, QATAR -~ June 9, 1975

Summary of the Meeting with My, Abdulkadir Qadi, Director of Financial
Affairs, Ministry of Finance and Petroleum

We explained that the purpose of our visit was to follow up on Mr.
McNamara's discussions last March and that we would like to discuss the
following three points:

(1) "Third Window":

We described the outcome of the April 30 meeting and the contributions
made by OPEC and OECD countrfes to the Subsidy Fund.

(2) Borrowing:

We recalled that the Minister in his discussions with Mr. McNamara
last March stated that in this year's budget a total of 200 million
dollars were allocated to lending to the Bank and IMP, i.e. 100 million
dollars to each, and that by now it would be possible to discuss the
specifics of a special issue. We elaborated on the attractive aspects
of investing in Bank bonds.

(3) Two-Year Bonds:

We elaborated on the special features of these bonds and expressed
the hope that Qatar's participation would increase substantially, to 10
million dollars for the next offering in September.

Mr. Qadl stated that after last March the oil companies reduced
production by about 50%. At the same time, they were pressing for a
reduction in prices due to the oil glut on the market. They actually
succeeded in foreing Abu Dhabi to do that. Qatar's position was that
they cannot reduce prices unilaterally, since this might be considered
a violation of the OPEC agreement, even if the oil production had to be
shut completely. However, they told the companies that if they continued
to maintain the low production levels, they would not be allowed to re-
quest an increase later. The oil companies agreed to increase production
slightly, Furthermore, Qatar was now in the midst of difficult negotia-
tions with the oil companies for the 100Z take-over of the o0il concessions
and production facilities. They did not want at this time to get into
any commitments as they were bracing themselves against all probabilities.
Mr. Qadi said that they were even freezing internal investments and that
development projects which have not been started were being put off.

They did not want to get themselves into the same situation as Abu Dhabi.

Therefore, a contribution to the "Third Window" had to be deferred. Serious
discussions regarding a bond issue would not be fruitful until after the end

of the summer, sometime in September. As for the two-year bond issue, he
said they could take a participation of 2 million dollars.

SE1Pishawy/rh
ce and cleared with: Mr. Uhrig
tet Mesars. MeNamarz_ (Oondman_ Rathore . ¥nrhman alv/
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Mr. I.P.M, Cargill June 25, 1975
Saad S. El1 Fishawy

DOHA, QATAR - June 10, 1975

Summary of the Meeting with Dr, Hassan Kamel, Adviser to the Ruler

We explained the purpose of Mr, McNamara's visit last March and
elaborated on the following points:

(1) "Third Window", (2) Borrowing Program of FY1976, (3) Capital
Increase and (4) Two-Year Bond issues.

We gave him briefing papers in Arabic and English on each of the
first three points. We pointed ocut the attractive features of Bamk
Bonds and two-year Bond issues and handed him a2 briefing paper in English om
the former. We told him about our discussions with Mr. Qadi and expressed
the wish to brief the Ruler on 211 thie, He said that the Ruler was
unfortunately not feeling well and was not seeing visitors, bat that
he would brief the Ruler and inform him about our visit and its purpose.

Dr. Kamel appeared to be very influential. He seemed anxious to
stress that Qatar would demonstrate its cooperation with the Bank.
We later learmed that he was also a member of the Qatar Investment
Board.

SE1Fishawy/rh
cleared with and ce: Mr, Uhrig

ce: Messys. McNamara
Goodman
Rotberg
Kochman ofr
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Mr. I.P.M. Cargill June 25, 1975

Saad 8. El Fishawy

KUWAIT - Summary of Visit on June 17 and 18, 1975

I first met with the Crown Prince and Prime Minister Sheikh Jaber,
then Mr. Uhrig and myself met with Minister Al-Ateeqy of Finance, Messrs.
Al-Hamad, Director General of the Kuwait Fund, Abdel Rassoul, Acting
Governor of the Central Bank (the Covernor was out of the country) and
Badr Al-Daoud, Chairman of the Kuwait Investment Company together with
his colleagues. I also met with Mr., Khalid Abou Al-Saoud, Director of
Investment in the Ministry of Finance.

In all these meetings we discussed the subjects of long-term borrowing
and “"Third Window". Two-year bonds were discusmed with Khalid Abou Al-Saoud,
the EKuwait Fund and the Central Bank.

(1) Long-Term Borrowing:

I explained that the purpose of our mission was to follow up on last
March's discussions. I added that, as promised, the Bank made a study of
the possibility of borrowing in SDR-linked dollars and that it had decided
that this wes possible.

Minister Al-Ateegy said that he was quite aware that he had mentioned
during last March's meetings that by June the budget would have been pre-
pared and that the situation would then be clear, and that #e would be in
a position to conmsider in June & new Bank Bond issue in Kuwait., He added
that oil receipts, however, were much less than projected. Production was
lower than the level Kuwait had maintained (3 million barrels a day). New
commitments not previously envisaged had to be made. Just the week before,
an additional 500 million dollars were committed to Egypt 1/. Kuwait was
still negotiating with the oil companies on the complete take-over of the
oil concessions. He was expecting & difficult summer ahead.

The way it looked to him was that it would not be possible for him
to consider a new Bank Bond issue before January of next year. This would
not mean that Kuwait was shying away from its responsibilities towards the
developing countrfés. It was extending substantial aid through the Kuwait
Fund, Al-Hamad was present at the meeting.

I said that since I was repeatedly assured by Al-Hamad that I was
considered a permanent member of the Kuwait Fund family, and I personally
flelt that way, I would not hesitate to express my view and deep conviction
that bolstering bilateral aid should not be on the account of active
participation in multilateral aid. I indicated the pitfalls and dis-
advantages of bilateral aid versus the advantages of multilateral aid.

1/ We had learned that Mr. Ahmad Zendo, the Governor of the Central Bamk of
Egypt, whom I had met in Jeddsh two days before, was then coming from
Kuwait.
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Furthermore, investing in Bank Bonds represented an excellent invest-
ment opportunity.

In a telephone conversation the next day with Minister Al-Ateeqy
1 emphasized particularly that putting off consideration of a new bond
issue in Kuwait until next January would mean that Kuwait would not have
invested in Bank Bonds during all of Calendar Years 1974 and 1975. The
last issue in Kuwait actually went back to February 1973. This would be
inconsistent with the excellent relations of cooperation between Kuwait
and the Bank. An issue of 150 to 200 million dollars during Calendar Year
1975 should not be difficult for Kuwait to manage. Thereupon Minieter Al-
Ateeqy said that he would consider and discuss such en issue during the
Anpual Meeting next September.

During a separate weeting with Al-Hamad, he advise strongly toc main-
tain the Kuwait Investment Company (KIC) as our &my . The same view
was expressed by Khalid Abou Saoud, who stated that: "0f course, any bond
{gsue with the Ministry of Finance will be made through KIC".

Al-Hamad also indicated that he was not quite convinced of the argu-
ments for not having new issues denominated in Kuwaiti Dinars and indicated that
he intended to reopen the subject during the Annual Meeting.

(2) Two-Year Bonds:

Mr. Abou Al-Saoud stated that it would be reasonable to expect a sub-
scription by the Ministry of Finance of 20 million dollars to the next
issue to be September 15.

The Central Bank representative said that for the time being they could
not increase their subseription in these bonds because of a statutory limi-
tation which they were in the process of getting amended.

(3) "Third Window":

1 expressed appreciation of the leading role Kuwait was playing with
regard to this new lending facility. I explained the need for immediate
ratification of Kuwait's contribution by the National Assembly in order to
enable the Bank tc commence lending under this new facility from the begimming
of August. Minister Al-Ateeqy said that although it could not be guaranteed
that this ratification would be obtained before the end of the current session
of the Assembly at the end of June, the Covernment would try its utmost to
have it ratified before then., Otherwise ratifitation would have to wait
until the next session which will start in Octeber.

Al~-Hamad asked © prepare a draft legislation of ratification.
This was done (translstion of pertiment part attached) and Al-Hamad handed
it to Al-Ateeqy on Wednesday, June 18 to get approval by the Council of
Ministers at its meeting of Jume 22 and to have it passed by the Assembly
before the end of the current session.



Conclusion:

011 receipts realized and surpluses accumilated are appreciably less
than previocusly expected. Pressures of expenditures and commitments are
mounting. The mood prevailing in the countries visited is one of re-

tracting and shrimkingy (2t cl i q

Recommendations:

Continuous, regular and frequent -~ probably bi-monthly — contacts
need to be maintained.

Encl.
20

SE1Fishawy/rh

cleared with and ce: Mr. Ubhrig

ee: Messrs. McNamara
Goodman
Rotberg
Kochman ofr



"Third Window"

Draft Legislation of Ratification by the

Kuwait National Assembly

PREAMBLE

ART. 1. The State of Kuwait contributes, by way of a gramt, to the
Subsidy Fund to be established by the International Bank for Reconstruc-
tion and Development to enable it to extend loans on lenient terms to the
less developed countries of its members.

ART. 2. Kuwait's contrdbution to said Fund is 20 million U.S. dollars'
equivalent, to be transferred from the State's public reserves and to be
paid upon terms and conditions to be agreed to in this regard between said
Bank and the Ruwait Pund for Arab Economic Development.

ART. 3. The Prime Minister and the Minister of Finance will implement

this law and it will enter into force from the date of its publication.
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Wr. Robert S. McMamara June 25, 1975
Willlam S. Gaud .. . ..
Third Window - South Africa

I had a talk today with Ambassador Smit of South Africa, told
him what had happened In Parls and expressed hope that enough progress
had been made to Induce South Africa to contribute to the interest
subsidy fund. He took the same position that he has taken in the
past, namely, that he Is in favor of a contribution on the part of
his Government but Is in doubt as to the tactics to be pursued to
obtain the contribution. Hore particularly, he is concerned at the
moment with whether his Minister will want to walt untl! France and
Germany have actually contributed or whether the Minister will qo
forward on the basis of the statements made by the French and Germans
at the Development Committee meeting in Paris.

After much to-ing and fro-ing, he concluded that the best pro-
cedure would be for you to write a letter to him giving him a status
report on where the Third Window stands and asking If South Africa
would not be willing to make a contribution. He would then send this
letter on to his Minister with an accompanying note of his own.

Quite apart from the Third Window, Smit will be asking you to
see his Minister at the time of the Annual Meeting. Mis hope is that
your letter would lead to a pledge from South Africa that will be
given to you at the time you see the Minister.

I told him that he should approach your offlice directly If he
wants his Minlster to see you during the Annual Meeting, but that |
would explore with you the possibility of your writing a letter such
as that described above. He told me, Incidentally, that Mr. Witteveen
followed this same procedure and got a contribution to the IMF's oll
facility.

This bird Is by no means In the hand. The South Africans
clearly want more company before they commit themselves. | therefore
think it would be wise not to write the letter for another week or
two, by which time we may have been successful In firming up some
more of our potential pledges. So, if you agree to follow his sugges-
tion, 1 will send you a draft letter for him in a week or two.

cc ~ Mr. Cargill

WSGaud :dbs



Mr. S. Shahid Husain June 25, 1975

Rudolf Hablutzel

Third Window

1 In March 1975, a first approximation was made for Third Window
allocations; this Is spelled out in Mr. Hagq's memorandum of March 15, 1975
to Mr. McNamara. The guiding principles are briefly as follows:

a. Countries above $200 per capita should not receive any IDA, and
except in special cases, the released IDA funds are reallocated
to the poorest countries (mainly in S. Asia);

b. No IBRD to countries below $200 per capita except where there
Is a clear case of creditworthiness (these exceptions were
Madagascar, Kenya, Sierra Leone and Tanzania), and IBRD to
LLDC's and MSA's to be largely substituted by Third Window.
Released IBRD funds to be allocated to countries above $376
(mainly in LAC).

¢. Third Window to be allocated to countries below $375 per capita,
as follows:

i. to replace IDA for countries above $200 per caplta:

ii. to replace IBRD to countries below $375 per capita;

iil. to add resources to countries below $375 per capita
to the extent that creditworthiness permits.

2. These guidelines were used, together with some judgments about
performance, absorptive capacity, and capital availabilities from other
sources, to allocate $1 billion of TW funds country by country. The result
Is shown In Table 4a of the above memorandum. Eastern Africa's illustrative
allocation is $176 million; IBRD is reduced by about $120 million, and total
World Bank Group lending is increased by about $65 million. (After
""srorating' the figures to conform to the Board approved lending program,
the net additional funds were $79 million.) This is 6.5 or 8% of the

$1 billion, compared with a share of East Africa in total 1976 World

Bank Group lending of 3.8%. In other words, the additionality is less

than pro rata, but not too much so; on the ether hand, the effect is a
softening of average terms, resulting in a grant equivalent per capita

of $2.62, nearly twice as much as for the other Regions ($1.34) and
one-and-a-half times as much as the next lower Region ($1.73 for W. Africa).

3. Mr. McNamara considered the thrust of Mr. Haq's paper entirely
appropriate while leaving individual country allocations open for reconsidera-
tion in due time. DPS has not yet been asked to come back to this isaue,

and as and when they are asked, they will again communicate with the Regions
to seek their assessment of any changes justifying different allocations.

This is likely not to take place before the amount of TW availabilities

is firmed up. i

s



Mr. S. Shahid Husain -2~ June 25, 1975

k. For our Region, two major TW allocations must be revised
downward: Madagascar and EAC. |If the latter, for purposes of planning,
is eliminated altogether, there would be about $60 million of TW funds
available for reallocation. Obvious candidates are Kenya and Tanzania,
at least for the EAC allocation. Other possible candidates are Sudan,
Botswana, Lesotho, Malawl and, perhaps, Zambia.

5. The latest 1976 lending programs from the timetables propose
a total of 5276 million for EAC, Kenya and Tanzania, compared with an
earliler program of 3211 as shown in Mr. Haq's memorandum, without the
Third Window (or $235 million including the Third Window). The EAC
program is down from $65 million to $12 million, but the two countries
are up by $129 million.

6. The combined Third Window allocation to EAC/Kenya/Tanzania was
S110 million, but most of it In substitution of IBRD which was reduced
by $90 million to $7C million. One could argue that the current 1976
IBRD program of $222 million to the two countries already is quite
Inconsistent with DPS' views of their creditworthiness. Our own view,

| believe, has In fact become more bullish. MNevertheless, one cannot
argue that another $110 million of Third Window funds could be simply
added on (which would make $15 per capita lending), even if It were
possible in terms of project availability or "absorptive capacity"' for
program loans.

Ts The question, therefore, is not how to redistribute the loot
from the vanishing EAC to Kenya/Tanzania, but how much more the combined
program on Its merits should be further expanded beyond $276 million.
Two program loans of $30 million each would bring It up to $336 million.
Deduct $110 of TW and $65 million IDA and we get IBRD for $16]1 million,
which Is just about the amount we had in the program before the Third
Window came along In March. How much shall we retreat from this forward
position?

8. For the Sudan we could theoretically advocate an increase in the
Third Window allocation, but projects seem not to be available.

9. Ethiopla Is down from an IDA allocation of $86 million to a
lending program of 521 million. It Is my understanding that there are

no Regional lump sum allocations for IDA and, therefore, we cannot shift
the savings around (except that we already shlfted $10 million to Tanzania).
Still less can we justify TW for Ethiopla.

10. For Somalla, however, we have $13.5 million IDA which we had not
programmed in March. Again, TW is difficult to support.

il. As regards Programs ||, the main issue Is whether we can justify
Third Window funds for Zambla (see my memorandum of June 17, 1975). This
Is a country which has become a special copper MSA, but | do not feel very
secure about performance. A basic economic mtsslan is In the field.



Mr. S. Shahid Husalin = 3§ = June 25, 1975

2. One polint about program lending: the size of the Third Window
subsidy fund is determined, in part, by the length of the disbursement
periods during which interest is earned from short-term investments.

The shotter the disbursed periods, the larger the required subsidy

fund. We will probably have to refrain from using TW funds for program
lending for this reason.

Attachments: Programs |l lending program for 1976
Mr. Haq's memo of March 15, 1975
My memo of June 17, 1975

cc: Messrs. Adler, Please, Wiehen
Hansen, Maubouche, Barry

Py

RHablutzel/rso
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Mr. Hans Janssen ' June 24, 1975
I.P.M. Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nurick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any commmication from
your authorities on this subject. Without prejudice to the decision of
your authorities as to whether they will contribute to the interest
subsidy fund, may I assume that the resolution as drafted is acceptable
to them?

Attachment

o}

RJGoodman/rf \
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Mr. Georglo Rota June 2k, 1975
1.P.M, Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish & Third Window Feeility, there was
ecirculated to delegates the staff draft of & resolution on the establish-~
ment of the Third Window which has been prepared for the approvel of the
Executive Directors. Mr. Hurick asked that any comments which governments
may heve on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communicetion from
your authorities on this subject. Without prejudice to the decision of
your Spanish and Italien suthorities as to whether they will contribute
to the interest subsidy fund, msy I assume thet the resolution as
drafted is acceptable to. them?

ATTACHMERT

RJGoodman :ed
IBRD
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Mr. Georgio Rota June 24, 1975
I.P.M. Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nuriek asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors inveolved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication from
your authorities on this subject. Without prejudice to the decision of
your Italian and Spanish authorities as to whether they will contribute
to the interest subsidy fund, may I assume that the resolution as drafted
is acceptable to them?

Attachment

RIGoodman/rf ?J/ﬁ
=
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Mr. Jacques de Croote June 2k, 1975

I.P.M, Ca.'l'gill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the propesal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resclution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. DNr. Nurick asked that any comments which governments
mey have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication from
your authorities on this subjeet. Without prejudice to the decision of
your Austrien end Belgian authorities as to whether they will contribute
to the interest subsidy fund, msy I assume that the resolution as drafted
is acceptable to them?

Attachment




¥ kel ot icnddy sy

Mr. W.A.E, Green June 24, 1975
I.P.M. Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Pacility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nurick asked that any comments whieh governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is Attached.

Since the meeting we have not received any communication from
your authorities om this subject., Without prejudice to the decision of
your Australian authorities as to vhether they will contribute to the

interest subsidy fund, mey I assume that the resolution as drafted is
acceptable to them?

Attachment

{
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Mr. Jon Bigurdsson June 24, 1975
I.P.M. Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposel to establish a Third Window Feecility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nurick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is ettached.

8ince the meeting we have not received any communication from
your authorities on this subjeet. Without prejudice to the decision of
your Danish, Finnish and Norwegian authorities as to whether they will
contribute to the interest subsidy fund, may I assume that the resolution
es drafted is acceptable to them?

Attachment

RJGoodman:ed ()
IBRD



Mr. Yahie Khelif June 24, 1975

I.P.M. Cargill
Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to esteblish a Third Window Faeility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window whiech had been prepared for the approval of the
Executive Directors. Mr. Hurick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

8ince the meeting we have not received any communication:ifrom

your authorities on this subject. Without prejudice to the deecision of your

Iranian authorities as to whether they will contribute to the interest
subsidy fund, may I assume that the resolution as drafted is acceptable
to them?

Attachment

RJGoodman :ed |
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Mr. V. Amado Cavidia-H June 2L, 1975
I.P.M. Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window whieh had been prepared for the approval of the
Executive Directors. Mr, Nurick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication from
your authorities on this subject. Without prejudice to the decision of
your Venezuelan authorities as to whether they will contribute to the
interest subsidy fund, may I assume that the resclution as drafted is
acceptable to them?

Attachment

S— \g\%
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Mr. Taro Heri June 24, 1975
I.P.M, Cargill
Third Window

At the meeting in Paris om April 30, 1275 which the Pank called
to discuss the proposal to establish a Third Window Facllity, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Wurlck asked that any comments which govermments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication from
your authorities on this subject. Without preiudice to the decision of
your authorities as to whether they will contribute to the interest

subsidy fund, may I assume that the resclution as drafted iz acceptable
to them?

Attachment

RJGoodman /rf
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Mr. Claude M. Isbister June 24, 1975
I.P.M. Carpill
Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
eirculated to delegates the staff draft of a resolution on the establish~
ment of the Third Window which had beem prepared for the approval of the
Executive Directors. Mr. Nurick asked that amy comments which governments
may have om the resolution be forwarded to him in Washingtom through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication on this
subject. May I assume therefore that your Canadian authorities are
prepared to accept the resclutions as drafted?

Attachment

RJGoodman /rf t%
||
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Mr. Peter C. Witte June 24, 1975
I.P.M. Cargill
Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nurick asked that any comments which povernments
may have on the resolution be forwarded to him in Washington through the
Executive Directors invelved. A copy of the draft resolution is attached.

Since the meeting we have not received any commmication on this
subject. May I therefore assume that your Tutch authorities are prepared
to accept the resolution as drafted?

Attachment

8
RJGoodman/rf ‘\S ,
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Mr. Anthony K. Rawlinson June 24, 1975
I.P.M, Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nurick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication on this
subject. May I assume therefore that your authorities are prepared to
accept the resolution as drafted?

Attachment

RJGoodman/rfitl »



Mr. Mubammed Al-Altrash June 24, 1975
1.P.¥, Cargill

Third Window

At the meeting in Paris on April 30, 1975 vwhich the Bank called
to discuss the proposal to establish a Third Window Pacility, there wvas
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Direetors. ir. Hurick asked that any comments which governments
may have on the resolution be forwarded to kim in Washington through the
Executive Directors involved. A copy of the draft resclution is attached,

Since the meeting we have not received any communication from
yoiir authorities on this subject. Without prejudice to the decision of
your Kuwait and Seudi Arabia authorities as to whether they will contribute
to the interest subsidy fund, may I sssume thaet the resolution as drafted
iz aeceptable te them?

Attachment

RJIGoodman :ed
IBRD
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Mr. Muhammed Al-Atrash June 24, 1975
I.P. M, Cargill
Third Window

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Window which had been prepared for the approval of the
Executive Directors. Mr. Nurick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
Executive Directors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any communication on this
subject. May I assume therefore that your Fuwaiti and Saudi Arabian
authorities are prepared to accept the resolution as drafted?

Attachment

~
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

HONORABLE E.G. WHITLAM DATE: JUNE 20, 1975
PRIME MINISTER i
PARLIAMENT HOUSE CLASS OF WY
CANBERRA SERVICE: TELEX
AUSTRALTA

MUCH

I HAVE BEEN/ENCOURAGED BY THE SYMPATHETIC RESPONSE IN YOUR RECENT LETTER

TO MY REQUEST FOR AN AUSTRALIAN CONTRIBUTION TO THE THIRD WINDOW FACILITY,
AND BY THE POSITIVE STATEMENT MADE BY THE AUSTRALIAN DELEGATE, MR. JOHNSON,
AT LAST WEEK'S MEETING IN PARIS OF THE DEVELOPMENT COMMITTEE. AT THAT
MEETING THERE WAS WIDESPREAD SUPPORT FOR THE THIRD WINDOW AND THE WORLD

BANK WAS URGED TO ESTABLISH THE NEW FACILITY AS EARLY AS POSSIBLE IN OUR
NEXT FISCAL YEAR BEGINNING ON FIRST JULY. T BELIEVE THAT SUFFICIENT
CONTRIBUTIONS TO THE INTEREST SUBSIDY FUND ARE IN SIGHT TO PERMIT LENDING

OF APPROXIMATELY US$500 MILLION AND THAT SUBSTANTIAL FURTHER COMMITMENTS
WILL BE FORTHCOMING IN THE COURSE OF THE FISCAL YEAR. I AM ACCORDINGLY
ASKING THOSE GOVERNMENTS THAT HAVE ALREADY PLEDGED A CONTRIBUTION, OR
INDICATED WILLINGNESS TO DO SO, TO MAKE THEIR FUNDS AVAILABLE TO THE BANK
AS SOON AS POSSIBLE AND EXPECT SHORTLY TO PROPOSE TO THE BANK'S BOARD THAT
THE NEW FACILITY START OPERATIONS BEFORE OUR ANNUAL MEETING AT THE BEGINNING
OF SEPTEMBER. PARAGRAPH. I NOTE FROM YOUR LETTER THAT AN AUSTRALIAN
CONTRIBUTION CANNOT BE COMMITTED UNTIL THE BUDGET PROCESS HAS BEEN COMPLETED
NEXT MONTH, BUT WOULD HOPE THAT THE BUDGET WILL MAKE PROVISION FOR AN
APPROPRIATE CONTRIBUTION. AN EARLY STATEMENT OF YOUR GOVERNMENT'S INTENTIONS
IN THIS RESPECT WOULD BE MOST HELPFUL TO ME IN APPROACHING OTHER POTENTIAL
CONTRIBUTORS. WITH KIND REGARDS.

ROBERT S. MCNAMARA

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

CLEARANCES AND COPY DISTRIBUTION:

cec: Mr., Green

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form)

1
(SIGNATUREJOF INQIMBUAL AUTHORIZED TO APPROVE)

For Use By Communications Section

RJIGoodman/r£

ORIGINAL (File Copy) /7
Checked for Dispatch: 9(-’
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SHEIXM ALQURAISHI STATED THAT THE SAUDI CONTRIBUTION TO THIRD

WINDOW OF 25 MILLION DOLLARS EQUIVALENT IS AVAILABLE WITH 1

WAMA AND PAYADLE UPON REQUEST AFTER OFFICIAL NOFIFICATION OF ESTAPR-
LISHMENT OF INTEREST SURSIDY FuMND STOP M0 FURTHER RATIFICTION,

IS NEEDED STOP REGARDS
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June 18, 1975

Mr. Cargill:

Third Window - Australia

I talked to Bruce Cheek who says that the
Australian fiscal year starts on July 1. The
Treasurer makes what in Britain would be the
Chancellor's Budget speech about the middle of
August and the Finance Bill is then debated for
the next several weeks.

What Prime Minister Whitlam must have been
referring to is the Cabinet discussion in July
at which the Budget is approved for presentation
to Parliament. As in Britain, once a measure is
included in the Budget it is not likely to be

rejected, although it may be modified in the course
of debate.

Raymond J. Goodman



INTERNATIONAL DEVELOPME | INTERNATIONAL BANK FOR | "MTERNAT IONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT W’bﬂmlom
[k et
OFFICE MEMORANDUM /- ¢7# =222 memprsrsr
TO: Mr. I. P. M. Cargill DATE: 18 June 1975.

FROM: A. K. Rawlinson -

SUBJECT: Third Window % R L L o .

I understand that you sent a telegram to Mr. King in
0.D.M. yesterday about the Third Window and the U.K. contribution
to dts It would be convenient if I could have a copy.

There is no need for you to telephone later this week,
as I understand you were considering. Mr. King is in any event away.

A reply to your telegram will come shortly through me.
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Mr. S. Shahid Husain June 17, 1975
Rudolf Hablutzel
Third Window Allocation, CPII
| I Below Is a table showing what amounts could be absorbed by

CPIl in FY76. The illustrative Third Window allocation in the

March 15, 1975 memorandum from Mr. Hag to Mr. McNamara was $46 million
for CP11. The total shown below Is $67.5 million; but of this,

$30 million for the Forestry Project in Zambia is seriously in

doubt because the project may not materialize in FY76.

Tentative Third Window Allocation

CPII
Total
Lending 1DA |BRD ™
Botswana 1/
Education (FY77) 12.0 8.0 4.0
Lesotho
Highway 7.0 5.0 2.0
Madagascar
Supplementary Credit
(Highway 111) 5.0 5.0
Highway IV 20.0 11.0 9.0
Malawi
Education 1 ¥4 12.0 12.0
Karonga (FY77) 15.0 15.0
Mauritius 3/
DBM 7.5 7.5
Zambla
DFC 2/ 15.0 15.0 3/
Forestry 174 30.0 30.0
Kafue (FY77)1/ 40.0
Urban (FY77) - 25.0

1/ might be advanced Into 76 but doubtful.

2/ included In timetables but doubts expressed by Projects.
3/ current allocation is IBRD,



Mr. S. Shahid Husain -2 - June 17, 1975

s It appears In general that total lending in CPII in 1976 is
going to be substantially lower than we had assumed when the tables
were discussed in March. There is a sharp reduction in 1BRD lending
from $115 million in the March 15 tables to $28 million, which is only
partly offset by the proposed Third Window loans. The reason for this
appears to be a dearth of projects which is certainly a matter which
needs looking into, and the situation in Madagascar.

D

RHablutzel/rso
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. MINISTRY OF OVERSEAS DEVELOPMENT oy
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LONDON
ENGLAND

TELEX

REVIEW OF THIRD WINDOW PROSPECTS TODAY WITH MCNAMARA IN LIGHT OF DEVELOPMENT
COMMITTEE MEETING CONCLUDED THAT CONTRIBUTIONS TO SUBSIDY FUND ALREADY
PLEDGED OR STRONGLY INDICATED WOULD BE SUFFICIENT TO FINANCE MINIMUM LENDING
PROGRAM OF $500 MILLION AND THAT SCHEME COULD THEREFORE BE LAUNCHED EARLY IN
OUR NEXT FISCAL YEAR. APART FROM COUNTRIES THAT MENTIONED SPECIFIC CONTRIRUTIONS
AT APRIL MEETING, NAMELY CANADA, KUWAIT, NETHERLANDS, SAUDI ARABIA AND UK,
WE INCLUDE IN THIS GROUP DENMARK, ITALY, NORWAY, SPAIN, SWITZERLAND AND
VENEZUELA. THERE ARE ALSO GOOD PROSPECTS OF CONTRIBUTIONS, ALBEIT SOMEWHAT
LATER, FROM A SECOND GROUP INCLUDING AUSTRIA, AUSTRALIA, BELGIUM AND FRANCE.
NOT RULED OUT, BUT TOO UNCERTAIN TO BE COUNTED ON AT THE INITIAL STAGE, ARE
CONTRIBUTIONS FROM A THIRD GROUP INCLUDING FINLAND, GERMANY, IRAN, JAPAN AND
SOUTH AFRICA. PARAGRAPH. WE ARE THEREFORE APPROACHING COUNTRIES IN FIRST
GROUP TO SOLICIT THEIR AGREEMENT TO PAY THEIR CONTRIBUTIONS BY FIRST AUGUST

. ON ASSUMPTION THAT THIRD WINDOW SCHEME WILL HAVE BEEN PRESENTED TO AND

‘" APPROVED BY BANK BOARD BEFORE THEN. IN CASES OF CANADA AND UK, WHICH
INDICATED A RANGE FOR THEIR CONTRIBUTION, WE WOULD HOPE THEY WILL AGREE TO
 THE LARGER FIGURE THEY HAVE MENTIONED, NAMELY $20 MILLION. IF THEY AGREE, WE
ARE REASONABLY SURE OF REACHING $125 MILLION WHICH IS THE AMOUNT REQUIRED
TO SUBSIDIZE ABOUT $500 MILLION OF LENDING, PARAGRAPH, I SHALL BE GETTING
IN TOUCH WITH YOU BY TELEPHONE LATER THIS WEEK TO ENQUIRE WHETHER ACTION
ALONG THESE LINES WOULD BE AGREEABLE TO THE UK AND TO RESPOND TO ANY

QUESTIONS YOU MAY HAVE, BEST REGARDS
' CARGTLIL
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Australia:

Austrié:

Belgium:

w ¥

June %ﬂi 1975

f*:'_ I/ / /L// : y /% D0 b
STATUS OF THIRD WINDOW CONTRIBUTIONS '

Mr. Whitlam's letter of May 28, 1975, states: "it will be
necessary for us to consider whether we can contribute to/the

Third Window in the context of our deliberations on the |
Australian Budget for 1975-1976. That process will not ﬁe
completed until around the end of July and it will not Ye

possible, therefore, to advise you of the Australian decision !
before then.... '

"We are sympathetic to the objectives behind the Third Window
proposal and we will consider a possible Australlan contribution
against that background.”

At the Development Committee Meeting, Johnson stated, "Australia
views a contribution to the Third Window positively and hopes to
be in a position to define their attitude more precisely shortly.

Should not McN send a cable to Whitlam reporting widespread support
for the Third Window at the Development Committee Meeting; expressing
appreciation for Johnson's positive statement; expressing hope

that the Australian Budget for 1975-76 will make provision for an
Australian contribution; and stating that early acknowledgement

of Australia's intention to contribute will assist in establishing
Third Window operations prior to the September 1 meeting of the
Covernors of the Bank and Fund?

Androsch stared at the Development Committee Meeting that "his
Group accepts in principle the Third Window concept. Austria
will examine a possible contribution to the Interest Subsidy Fund
with the understanding that there will be a general participation
of OECD and OPEC countries.”

Should not McN send a cable to Androsch asking for a specific
Austrian contribution?

At the May meeting of Deputies, Mr. Meulemans statéd,'"that his
authorities were still studying the Third Window proposal and had

‘as yet taken no decision.... They recognize that substantial time

will be required to negotiate any addition to IDA's resources and
are considering support of the Third Window in that context.

" Belgium will examine a possible contribution to the Interest Subsidy

Fund with the understanding that there will be a general partici-

' -pation of OECD and OPEC countries.”

. Should not McN send a cable to the Finance Minister informing him

of the widespread support in the Development Committee for the
early establishment of the Third Window and expressing hope that
Belgium will contribute to the Interest Subsidy Fund?



Canada:®

Denmark:

Finland:

France:

Germany:

D0 SRS 5 ot S S b oL S A i e

- B

At the Paris meeting, Mr, Drake said, "the Bank should have the
flexibility to propose Third Window lending to higher-income
countries on the basis of perceived needs, If such an element

of managerial discretion 1s provided for and 1if Third Window
lending is additional, then Canada is prepared to contribute
between $10 and $20 million to the Interest Subsidy Fund, the

exact amount to be determined on the basis of the level of

Third Window lending and the commitments of other donor countries,"
Turner repeated at the Development Committee Meeting Canada's
intention to contribute between $10 and $20 million to the Interest

Subsidy Fund.

Either Cargill or Nurick should work with the Canadians to preparé
the necessary documents to formalize the contributlon.

At the Development Committee Meeting, Feldt of Sweden stated that
Denmark will contribute to the Interest Subsidy Fund. We under-
stand the amount will be $4 million.

Should not Cargill or Nurick work with a representative of Denmark
to prepare the documents to formalize the contribution?

At the Development Committee Meeting, Feldt of Sweden stated,
"Pinland takes a positive view of the establishment of the Third
Window but cannot announce a contribution today."

e

At some point a representative of the management should visit
Finland to negotiate the amount and time of a Finnish contribution.

At the Development Committee Meeting, Fourcade stated, "France

fully supports the Third Window -- the priority way of financing

it should be from gold profits." :
/ﬁ'-(l- Lofon 1!

We can probably obtain a modestVeontribution from France (for

example, $4 million) by pressing for it now or a larger one when

the gold issue 1s settled. Should we wait?

At the Development Committee Meeting, Poehl stated, "Germany can
now accept the Third Window concept. His governmment cannot
commit to a direct contribution to the Interest Subsidy Fund, but
accepts the proposal to use some of the IMF gold for this purpose
even before agreement is reached on the total gold issue -- Simon's
proposal regarding the use of a portion of the Fund's gold for the
Trust Fund,without amendment of the Articleq}could apply as well

to the Third Window."

We should probably not approach Germany for a Third Window contrib-
ution until we have an agreement with France or until profits on
IMF gold are available for Development Assistance.
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Trant At the May meeting of Deputles, Mr, Kooras stated #*that the Third
Window will be additional to regular IDA and WbrldﬂBank lending
and as such i1t has Iran's support.”

Should not MeN cable the Shah reporting widespread support in the
Development Committee for the early establishment of the Third
Window; reminding the Shah that it was his initiative which con-
tributed so much to the advancement of the idea of a Third Window;
and asking the Shah for a $20 million contribution to the Interest
Subsidy Fund?

Italy: At the Development Committee Meeting, Carll stated, "Italy was
ready to contribute to the Interest Subsidy Fund if other donors
contribute their fair share."

When McN asked Carli how such a contribution would be arranged,
Carli stated they would contribute in the form of concessionary
interest on IBRD borrowings from Italy. |

Should not Cargill or, if necessary, McN contact Carli to make
the necessary arrangements?

Japan: At the Development Committee Meeting, Yoshida stated "Japan had
been apprehensive about a Third Window, but i1f it 18 not to be a
- permanent element of Bank operations, they would have nothing
against it. IMF gold should be the main source of Third Window
financing."

Would 1t be wise to formulate a specific loan prepayment proposal
providing for a Japanese contribution to the Interest Subsidy Fund
for transmission to Fukuda in a cable from McN which would emphasize
that eleven governments have already made commitments to assist in
financing Third Window operations?

Kuwalt: At the Development Committee Meeting, Al-Hamad repeated Kuwait's
pledge of a $20 million contribution to the Interest Subsidy Fund.

After the meeting, McN asked Al-Hamad how we could quickly formalize
Kuwait's contribution to permit immediate IBRD loan commitments

to be drawn against it. Al-Hamad agreed Lester Nurick should
discuss the necessary legal steps with his representative.

Luxembourg: In the May Deputies meeting, Mr. Lemmer gald that "Luxembourg is

: ready to support the Interest Subsidy Fund." de Groote has advised
Cargill whom to see in Brussels and Paris. A contributionypossible
in the next fiscal year starting January 1, 1976. ra

What were the results of Cargill's discussions?



_

Netherlands: Pronk repeated his government's pledge to make avallable a grant
of $20 million to the Intereat Subsidy Fund and stated, "If a
fair share for the Netherlands would exceed $20 million, they
would consider the larger amount."

Should not Nurick make immediate arrangements to formalize the
Netherlands pledge to permit commitments to be charged against
it during the first quarter of FY76?

Norway: At the Development Committee Meeting, Feldt of Sweden stated that
Norway will contribute to the Interest Subsidy Fund. We under-
stand the amount will be $4 million.

Should not Cargill or Nurick work with a representative of Norway
to prepare the documents to formalize the contribution?

Qatar: During MeN visit March 13, 1975, the Minister of Finance stated
: "he personally supported the establishing of the 'Third Window"
and that he would present the request to the Ruler and would let
the Bank know as soon as possible."

What were the results of El Fishawy's visit?

Should not McN send a cable to the Ruler describing the results
of the recent Development Committee Meeting and asking for a firm

commitment from Qatar?
/

Saudi Arabia: At the Development Committee Meeting, Saudi Arabia reiterated thelr
pledge of $25 million to the Interest Subsidy Fund and stated the
contribution was available on request.

Should not El Fishawy visit Saudi Arabia to obtain thelr signature
on the necessary documents? -

South Africa:  Should not Bill Gaud approach their Bank and Fund Representative,
report the results of the Development Committee Meeting, and ask
1f South Africa plans to make a Third Window contribution?

Switzerland: At the Development Committee Meeting, Jolles stated Switzerland will
"plan to contribute $10 million in total to the Third Window Interest
Subsidy Fund and to the 0il Facility Interest Subsidy Fund. They
have a preference for the Third Window and therefore the contribution
to it should be $5 million or somewhat more than that amount."
Jolles mentioned that the Swiss offer was subject to Parliamentary
approval and that the next step would be for the government to
transform its "decision of,plar’” into a specific proposal to

Parliament. /4mi’%%f§¢a

Cargill should follow the actlon the government takes to formalilze
its contribution.



Spain: At the Development Committee Meating, Carli stated "Spain was
ready to contribute to the Interest Subsidy Fund 1f other donors
contribute their fair share."

When McN asked Carli how such a contribution would be arranged,
Carll stated they would contribute in the form of concessionary
interest on IBRD borrowings from Spain,

Should not Cargill or, if necessary, McN contact Carli to make
the necessary arrangements?

UAE: During MeN visit March 15, 1975, the Minister of Foreign Affalrs
stated "he supported the Third Window scheme and hoped to obtain
the approval of the government on it soon.”

Should not Cargill contact his friend by telephone to determine
the most effective way of obtaining a UAE contribution to the
Interest Subsidy Fund? Would not a cable by McN to Sheik Zayed,
with a copy to the Foreign Minister, be appropriate?

UK At the Development Committee Meeting, King stated the United
Kingdom was willing to contribute $10 to $20 million to the
Interest Subsidy Fund.

Should not Cargill contact King to determine how and when this
commitment can be formalized?

Venezuela: At the Development Committee Meeting, Fernandez stated Venezuela
would contribute $10 million to the Interest Subsidy Fund.

|
Should not Xrieger determine how this commitment can be formalized
and made quickly available to support Third Window loans?

|



2434254 IERD UR

INGOMING TELEX
4230 GLFHTL DH (Telex Nr) Distribution: Mr. Goodman/ RECEIVED.
(Telex Mr) ﬁ:: ggtggzgawy's Office
Mr. Uhig's foic;;m 10 M T 30
TELEX TO USA440096 WASHINGTON D.C. 10/8/75. L4L4HRS COMMUNICATIONS
248423 USA ngﬁzﬁyﬂ%ﬂkﬁéh§ .

N
(kﬁﬁﬂiﬁﬁﬂﬂﬂnzﬁ'z/;’jaﬁifﬁkjﬂW”I
(C-7n ~LOAL Mgm ppn s 77

ONE FOR GOODMAN AND ROTBERG PRIMO IN VIEW OF SERIOUSLY CURTAILED
OIL PRODUCTION AND IN ANTICIPATION OF 100 PERCENT TAKEOVER BY
GOVERNMENT WHICH IS PRESENTLY BEING NEGOTIATED COMIiA
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June 9, 1975

Mr. McHamara:

THIRD WINDOW

I talked on the telephone a few minutes ago to Peter Cargill
and told him of our latest informazion on the status of each country,

and what contacts he (Cargill) we hope will be making in Paris. He added
the following:

Iran: At the G 24 Meeting Kooros 1s understood to have said:

(a) Contributiona should he'universal’.

(b) There should be objective criteria to determine what each
country will contribute.

Peter is going to try and get hold of Xooros tomorrow to find out
what he maant by this.

Norway: At the Development Committee Meeting, Norway will ammounee a
contribution of $4 million. Peter knows nothing of any approaches Norway
may have made to the other Nordiec countrias.

Switzerland: A Cabinet meeting is taking plzee today st which they will
cousider proposels to contribute 35 million each to the Special Trust
Fund and the Third Window. The dacision should he known tomorrow.

Ravmond J. Coodman

cc: Messrs. Knapp
Gaud
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INTBAFRAD JURE 5, 1975
LOWDON
(3606)
TELEX
ENGLAND

FOR CARCILL. HURTADO EAS NOW CHANGED HIS PLANS AND WILL ATTEND PARIS
MEETINGS. BELIEVE EE IS ALSO PREPARED TO MAKE SYMPATHETIC STATEMENT
ABOUT THIRD WIEDOW AT DEVELOPMENT COMMITTEE MEETING. SUCGGEST YOU

CONTACT HIM IN PARIS AT QUEEN ELIZABETH HOTEL. REGARDS.

Raymond J. Goodman
Easkork Office of the VP. Finance
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STATUS OF THIRD WINDOW CCNTRIBUTIONS

"/ f J—.iz f a"““’/[ 'é’_{://c/?ﬂt

: ~Hollowing is a statuswwor v PO
Wﬁ—“@ Pl SO Emal-other-oTTIcials : f’,,/‘

- \‘--..-»-"'::";

g

,_Ai.ta.cham.a_c.upy_oiﬂ}e—\@harrman*ﬁepﬁ&"ﬁ of CHE IIrsD
i ains™a  summary--of ~the~remarks-made-by delegates<

References below are.fo-tais-repert.
& Posg (X et
Australia: (pey g—-Ho~the-Labinet—erisTs and-

N\ currentrorders—to—trimexpernr@Itires o erieion
—on_Third Window.is likely—to~té made until—tire-

—Cabinet 1 meets on the Budgetin~duly. Fs—ieT0
known Raee—Mirister—widd—e

—goihg—ro—Parits—but Cargill should in—any-esase fW
contact L.W. Johnson, Director of the Aid Agency ‘

Belgium: i o developments. De Groote is in

A Brussels and Cargill has been given his office
and private telephone numbers. De Groote will
advise whom to see in Brussels or Paris for

Belglum Luxembourg and Austria. w‘/\j M

Canada: 5 d
Denmark : {page—d=#9-+No developments, bhut ee ‘j?/(
Nowsay =

Finland: (page—le#ll) Not a strong prospect, but see
under Norway.

France: —~page—d—#%2T Good prospect, especially if agreement
is reached on gold restitution. Cargill will contact
Treasury and advise if RSM should talk to M:Lm.ster of

Finance. {*N/i . /‘_,.___/‘1
Germany: —lpege—5+—#33+) Cargill reports th Mlnls er Bahr M e e S N

supports the scheme in principleibut that budgetary —% Wan,ij
problems preclude;y a contribution this fiscal year.

Germany will inform Japan of this position. gﬂ—‘vﬁ-‘\l\_“‘_‘f

ﬂ;j L .
W%Mpmcms. Cargill advises that - /"'w’/..f

RSM should speak to Finance Minister Ansari in Paris.
i M

\ff)

lran:



i Yot

Japan: ﬂHgmge4;r#l6%4krfham;rﬁﬁﬁpﬁﬁé&ﬁﬁ?ﬁﬁﬁhﬂer;ﬁt is
QR SEEE) probable that Japan will contribute if France

and Germany do. Japan will probably not be re resented
Paris (; C. or D.C.) at Ministerial level.Z?:Zr’_f7 111,4¢
Kuwait: C/ @g‘ﬁ—%ﬁ—ﬁe@y‘p;ad&eﬂ
'_'-—-__' M -.L)(u rJ/ 7
-4‘,:}..4":&,.: %‘—4—\/
Luxembourg: 1{15;ge-6w—#iﬁﬁ‘SﬁE—EHHE?‘BEigivmh é*-u_*h,éﬁ

//4
Netherlands: 3
Norway: > ﬁpéﬁgzgj-#ee%'Flnance Minister Kleppe will represent

Norway at I.C. meeting; RSM should talk with him as
Norway is believed to be trying to arrange a contribution

by othe; (if not all) Nordics. R

Qatar: ' A El—Flshawy will raise Third Window matterho
~comimgNMiddle Easr“TUur—6Errrvxng—Qabar-ﬁune—S%T‘

Saudi Arabia: “(?age£;§;;£7*Ktmmﬂhhﬁﬂfﬁgei.

South Africa: Considers that not enough of the big industrial
countries are willing to support Third Window to warrant
a contribution from South Africa.

Switzerland: Unllkely prospect.
f'-’f.-'z k. =¥
UAE: ég;_ 23)-No-develanmshes. Bl FlshamT’Wii;_noi_be

v1s1trng_Abuthaﬂr—as—everyone—wm%h-a

Ukt (page—t—#3—AtreadypTédged. -

ez ks | R el orly nton D
Venezuela: Lpagg_ld_#ES%ﬂ irtedo-has. naw,/decided t0™ gttendParis
mgg&;ngs~and”rs"heixewauﬂraadym$e—make*&—sympath@ﬁig

Trird—-wWimdow-gt—D égfigf“ﬁbmmlt
maﬁiﬁ.}na,— Ca.rglll BAVTEET S 7
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Please let me have your comments on

the attached as soon as possible.
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undartaken to put it in to Mr. McMamara

tomOrTOw.

Does anybody know what should be
sald against South Africa and Switzerland?
Have I omfitted any possible contributors?
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R.J. Goodman

ROOM NO.
E1231
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3606




TNV kswrcpn”

DRAFT
RJGoodman/rf
June 4, 1975

SECOND MEETING ON THIRD WINDOW

Following is a status gwes report by countries and a plan for
contacting key ministers or other officials:

Attached is a copy of the Chairman's report of the first meeting
which contains a summary of the remarks made by the delegates. References
below are to this report,

Australia: (page 2 # 5) Owing to the Cabinet crisds and current orders to
trim the budget, no decision is likely to be made until the
Cabinet meets on the Budget in July. Delegation(to be headed
by L.W. Johnson, Director of the Aid Agency and himself a
strong supporter of Third Window) will probably make sympathetic
statement without pledging. Cargill has been advised to contact
Johnson at Royal Monceau in Parisarewf— k-eed ,
Austria: See under Belgium.
Belgium: (page 2 # 7) No developments. De Groote is in Brussels and
Cargill has been given his office and private telephone numbers.
He will advise whom to see in Brussels or Paris for Belgium,
Luxembourg and Austria.
Canada: (page 3 # 8) Already pledged. Drake will again be head of delegation.
Denmark: (page 4 # 9) No developments, but considered a reasonable prospect.
Olsen (no. 2 in DAltDA) will head delegation again. Sigurdsson is
trying to find out when he arrives in Paris and where he is staying.
Finland: (page 4 # 11) Not a Strong prospect, but see under Norway. Mrs.
Saarela will represent Finland again.
France: (page 4 # 12) Good prospect, especially if agreement reached on
gold restitutionf. Cargill will contact Treasury and advise if

RSM should talk to Minister of Finance.



Germany:

Tran:

Japan:

Kuwait:

—

(page 5 # lB)_Cargill'reports that Minister Bahr will authorize
a statement,é% strong support of Third Window, but that budgetary
problem precludes a contribution this fiscal year. Will inform
Japan of this position.

(page 5 # 14) No developments. Cargill advises that RSM should
speak to Finance Minister Ansari in Paris.

(page 5 # 16) No change of position; however, Soejima still
considers Japan will come in if France and Germany do. He will
make sure Tokyo contacts Germany in light of Cargill's report

on latter. Japan will probably not be represented in Paris

(I.C. or D.C.) at Ministerial level.

(page 6 # 17) Already pledged.

Luxembourg: (page 6 # 18) See under Belgium.

Netherlands:(page 1 # 2) Already pledged.

Norwav:

gatar :

(page 6 # 20) Finance Minister Kléppe will represent Norway at
I.C. meeting; RSM should talk with him as Norway is believed to
bd.trying to arrange a contribution by other (if not all) Nordies.
We are trying to find out his time of arrival and hotel in Paris.
El-Fishawy will raise Third Window matter on his forthcoming

Middle East tour (arriving Qatar June 8).

Saudi Arabia: (page 6 # 21) Already pledged.

South Africa: )

) 2

Switzerland: )

UAE:

U.K.

Venezuela:

(page 7# 23) No developments. El-Fishawy will not be visiting
Abu Dhabi as everyone with authority will be away.

(page 1 # 3) Already pledged.

(page 7 # 25) Krieger has cafled Hurtado but has not yet had a

response. Cargill will see Perez Guerrerc in Paris.
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PLEASE FORWARD FOLLOWING MESSAGE TO MR SAGAMI.

GERMAN'S
QUOTE XMEEXXIDEURNEENE POSITION ON THIRD WINDOW. CARGILL INFORMED
US AFTER HIS DISCUSSION WITH GERMAN AUTHORITIES THAT GERMAN GOVERNMENT
WILL SUPPORT STRONGLY THE THIRD WINDOW SCHEME IN THE MEETING OF JUNE 10
ALTHOUGH GERMANY IS NOT IN A POSITION TO MAKE ANY COMMITMENTS BECAUSE
OF EXTREMELY TIGHT BUDGETARY SITUATION BUT UNDERSTANDS THAT JAPANESE
EMBASSY #AR HAS BEEN INFORMED OF GERMANY'S STAND UNQUOTE REGARDS

SOEJIMA

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME Me. Soejima /. .

CLEARANCES AND COPY DISTRIBUTION:

e Director,” Tokyo Office

SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
REFERENCE:

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

For Use By Communifations Section

Checked for Dispatch:
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

INTBAFRAD DATE:  JUNE 4, 1975
LONDON
CLASS OF

SERVICE: TELEX  (X-3606) _—

ENGLAND //‘ é ‘—Q/JQT—)
&

FOR CARGILL PRIMO DE GROOTE NOW IN BRUSSELS CAN BE CONTACTED AT HOME
TELEPHONE 3749815 OR AT HIS OFFICE NATIONAL BANK TELEPHONE 2194600.
ASSUME THAT THROUGH HIM YOU WILL HANDLE CONTACTS WITH AUSTRIA, BELGIUM
AND LUXEMBOURG. SECUNDO CHEEK INFORMS THAT ON BASIS TELEPHONE CONVERSATION
WITH ATD AGENCY CANBERRA YESTERDAY EVENING NO DECISION ON AMOUNT OF THIRD
WINDOW CONTRIBUTION LIKELY UNTIL CABINET DISCUSSES BUDGET IN JULY.
DELEGATION WILL THEREFORE PROBABLY EXPRESS BENIGN INTEREST WITHOUT
MENTIONING FIGURE. SUGGEST YOU CONTACT L.W. JOHNSON, DIRECTOR, AUSTRALIAN
DEVELOPMENT ASSISTANCE AGENCY, WHO WILL HEAD AUSTRALIAN DELEGATION AND
WILL STAY ROYAL MONCEAU. HE IS PERSONALLY STRONG SUPPORTER OF THIRD
WINDOW. WILLTAM GREEN WILL BE ON DELEGATION BUT AS YOU KNOW NEW ZEALAND
WILL NOT CONTRIBUTE. TERTIO WILL CABLE FURTHER INFORMATION AS IT COMES
IN. REGARDS

GOODMAN

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

| | CLEARANCES AND COPY DISTRIBUTION:

Raymond J. Goodman cc: Messrs. Stermn

J. Wood
Office ofiithe VP, E}ﬁéﬁgg

(SIGNATURE CK fVIDUAL AUTHQRTZED TO APPROVE) /\ )
REFERENCE: - For Use By GbriwaunfCatigns Section  —f~

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispaich:

RJGoodman/rf
ORIGINAL (File Copy)
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‘May 30, 1975

His Excellency

Saeed Ahmad Chobash

Embassy of the United Arab Emirates
Suite 740 £
600 New Hampshire Avenue, N.W.
Washington, D.C. 20037

Excellency,

As per our telephone conversation of yesterday, I would like to
gend you herewith copy of the briefing note on the proposed intermediary
lending facility “Third Window", which Mr. McMamara discussed during his
vigit to Abu Thabi last March with H.H. Sheikh Hamdan Ibn Rashid Al Maktoom,
Deputy Prime Minister and Minister of ¥Finance, Economy and Industry, H.E.
Sheikh Ahmad Khalifa Al-Sweidl, Minister of Foreign Affairs, His Excel-
lency Saif Ghobash, Minister of State for Foreign Affairs and Sheikh
Soroor Ibn Hamdan. It was also discussed during the meeting with H.H.
the Ruler, Sheikh Zayed Ibn Sultan Al-Nahyan.

In the meeting of prospective contributors to this intermediary
lending facility which took place in Paris on April 30 and to which the
United Arab Emirates was invitéd, its representative, Mr, Nasser Al-Aboodi,
stated that the United Arab Emirates intended to inform the Bank at a
future date of its contribution. I had planned to visit Abu Phabi next
week, but was informed that both H.W. Ahmad Khalifa Al-Sweidl and H.E.
Minister Mohammad Habroush will not be in Abu Dhabi.

I would greatly appreci&te early information on the amount of UAE's
contribution to the "Third Window" lending facility referred to above.

~ Sincerely,
Saad S. El1 Fishawy

Encl. ; - =

SE1Fishawy/rh

A . e AR g
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INTERMATIONAL DEVELOPMENT ; HMNTERNATIONAL BANK FOR INTERNATIONAL FINANCE '
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE |

TO: TIPM CARGILI, ; DATE: MAY 30, 1975 }\
CLARIDGES HOTEL \ "i;
LONDON CLASS OF

SERVICE: FULL RATE

VY \X
COUNTRY: FNGLAND
TEXT:

Cable No.: PRIMO OPEC FINANCIAL, COMMITTEE MEETING PLANNED FOR JUNE TWO IN GENEVA
HAS BEEN POSTPONED AT REQUEST.  OF SEVERAL ARAB MEMBERS. MATTER WILL BEl
DISCUSSED AT PLENARY OPEC MEETING ON JUNE 9 IN GABON. CONSEQUENTLY
HURTADO HAS CANCELLED HIS TRIP TO EUROPE AND VENEZUELA WILL BE REPRESENTED
BY MANUEL PEREZ GUERRERQ, MINISTER TFOR INTERNATIONAL ECONOMIC AFFAIRS. AT
MY SUGGESTION KRIEGER HAS TRIED TO CONTACT HURTADO IN CARACAS BUT HE IS
NOT IN OFFICE THIS AFTERNOON. KRIEGER WILL TRY DURING WEEKEND AND URGE
HURTADO TO MAKE CONTRIBUTION TO THIRD WINDQW COMPARABLE TO SAUDI ARARTA
ND KUWAIT. HE WILL SAY THAT YOU INTEND TO CALL ON PEREZ GUERERERO
AND ASK THAT LATTER BE SUITABLY INSTRUCTED, SECUNDO JANSSEN CALLED ADLER
TO SAY BONN HAD EXPRESSED SURPRISE AT CALI FOR SECOND MEETING AND ASKED
WHY ., ADLER GAVE SUITABLE RESPONSE, TERTIO SQEJIMA AND MAEDA WILL ARRIVE
PARLS IN TIME FOR THIRD WINDOW MEETING. REGARDS. -;

GOODMAN

NOT TO BE TRANSMITTED

AUTHORIZED RY: . CLEARANCES AND COPY DISTRIBUTION:
BANE Raymond J. Goodman

= P }P A ‘e’b.,./"')
T O0ffice of the(¥P, Fi %gc

EPT, ‘ o g
A
SIGNATURE . Uru

(SIGNATURE OF.MNDIVIDUAL AUTHORIZEDS TO APPROVE) £

REFERENCE: ' \1 / Far L}Eo"ﬂyﬁommunimtions Section
= ' 17
RJGoodman/rf | g //




TO:

FROM:

SUBJECT:

"INTERNATIONAL DEVELOFMENT l INTERNATIONAL BANK FOR ‘ INTERNATIONNL FINANCE

ASSOCIATION RECONSTRUCTIOGN AND DEVELOPMENT CORPORATION

OFFICE. MEMORANDUM 772 42,

Mr. Adalbert Krieg / DATE: , May 29, 1975
(through Mr. Enriqiié Lerdau, Director, LACI) ,ﬁ)izL}}i') :
Roberto Gonzalez-Cofinq, Division Chief, LACT b’

; e

Postponement of the OPEC Financial Committee Meeting, and Cancellation
of Mr. Hurtado's Trip to Europe

1 The meeting of the OPEC Financial Ccmmittee, which had been
tentatively scheduled for June 2 in Geneva, has been postponed, at the
request of several OPEC members. Those members ~- apparently including

Saudi Arabia and Kuwait -- preferred to hold first the Plenary Meeting
of OPEC which will take place on June 9 in Gabon. It is expected that
CPEC will then decide when its Financial Committee will meet.

2 As you know, the Venezuelan Finance Minister, Mr. Hector

Hurtado, planned to attend the OPEC Financial Committee meeting in

Geneva and, afterwards, the meetings in Paris of the Committee of 2L

and the Interim Committee. Since he was mostly interested in the discussions
of the OPEC Financial Committee, Mr. Hurtado decided yesterday to cancel

his trip to Burope. Venezuela will be represented in the Paris meetings

by its Minister for International Economic Affairs, Mr. Manuel Perez
Guerrero.

cc: Messrs. Cargill (o/r)
Goodman, Office - V.P. Finance



May 28, 1975

Peter:

Third Window

The attached note about Hurtado's movements
explains itself. As you see, he has been told
that you would like to see him in Europe.

Saad Fl Fishawy is leaving next Wednesday
on his tour of the Middle Fast and will be raising
the Third Window question in Abu Dhabi and Qatar.
His terms of reference (not yet approved by RSM)
are attached. As I believe you know, El Fishawy
is also asking RSM to cable Iraq about the former's
impending visit there. If he does goy he will
also raise the Third Window question with them;
although I should think the prospects of their
contributing are rather slight.

I cabled Aritoshi Soejima and told him you
would be happy to-see him in Paris. He is re-
arranging his itinerary so as to be there possibly
on June 10 but certainly on June 11.

If there are any other items of interest, I
shall send them by hand of Georg Gabriel tomorrow.

Ray Goodman
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3 MAY 1975

Dear Mr McNamara,

During our recent meeting in Washington you
gave me a note outlining a proposed new financing
facility in the Bank to be termed the Third Window
and requested that I consider the question of an
Australian contribution to it.

I may say that my Government fully appreciates
the problems confronting the developing countries which
have, in many cases, been exacerbated as a result of
developments in the international economy over the
past year or so. We have, of course, already given
tangible expression in a number of ways to our desire
to assist as far as possible in overcoming these problems,
and, as I indicated in our discussion, we are sympathetic
to the general idea of tapping additional sources of
development assistance and are hopeful that progress
to this end can be achieved. Although details of the
"Third Window" proposal have, I understand, still to
be worked out, it certainly looks a potentially useful
mechanism for implementing such an approach, providing
of course that it proves able to attract funds
additional to those that would otherwise be available
to the Bank or other similar agencies.

As I mentioned to you in Washington, it will
be necessary for us to consider whether we can contribute
to the Third Window in the context of our deliberations
on the Australian Budget for 1975-76. That process
will not be completed until around end July and it
will not be possible, therefore, to advise you of the
Australian decision before then.

As I have said, however, we are sympathetic
to the objectives behind the Third Window proposal
and we will consider a possible Australian contribution
against that background.

—
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At the same time, I should let you know that
we are facing a difficult budgetary situation, and as
there are a number of proposals with similar objectives
to those of the Third Window - namely the International
Fund for Agricultural Development, the UN Special
Fund, the IMF/IBRD Trust Fund, the 0il Facility
Interest Subsidy Account, the ADB Special Fund 1st
Replenishment and the IDA 5th Replenishment - we would
need to take account of the prospects of each proposal
proving viable. We will therefore look forward to
the outcome of discussions at the forthcoming meeting
of the Development Committee, at which Australia will,
of course, be represented.

Yours sincerely,
g
i

AAXK e

E. G. WHITLAM

Mr R. McNamara,

President,

International Bank for Reconstruction
and Development,

1818 H Street, N.W.,

WASHINGTON DC 20433 U.S.A.
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TO:

FROM:

SUBJECT:

e ——

INTERNATIONAL DEVELOPM INTERNATIONAL BANK FOR ! ‘NTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT \ CORPORATION
: Vi L 77 777
OFFICE MEMORANDUM
Mr. P. N. Damry DATE:  May 28, 1975

Claude M. Isbister i
Follow-Up Meeting - Establishment of a Third Window - Jume 10 at 10:30 AM

Please be advised that the follow-up meeting on the Third
Window to be held on Tuesday, June 10 at 10:30 AM will be attended

by the following:

Head: Mr. E. G. Drake
International Programs Division
Department of Finance
Place Bell Canada
Ottawa

Mr. E. J. Bergbusch

Aid and Development

Department of External Affairs
OCttawa

Mr. M.J. Bujold

s
First Secretary
OECDParis
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APPROPRIATE DISPOSITION NOTE AND RETURN
APPROVAL NOTE AND SEND ON

[ | commENnT PER OUR CONVERSATION
FOR ACTION PER YOUR REQUEST

[ [inFORMATION PREPARE REPLY
INITIAL RECOMMENDATION

| NOTE AND FILE SIGNATURE
REMARKS

Re. Venezuelan Delegation to the Paris
Meeting ‘ )

Per Mr. Cargill's request, I attach the
information related to the visit of
Mr. Hector Hurtado to Paris.

FROM

Adalbert Krieger
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TO:  Mr. Adalbert Krieger -,,/47/ DATE: May 28, 1975
(through Mr. Enriqugﬂﬂéfgau, Director, LACI) Qzé%aéz A
A )

FROM:  Roberto Gonzalez-Cofiﬁo,fﬁirision Chief, LCIDE

SUBJECT:  Venezuelan Delegation to the Paris Meetings

T4 Mr. Hector Hurtado will arrive in Paris on June 5 to attend the
meetings of the Committee of 2L and of the Interim Committee. He will
be accompanied by:

Mr. Manuel Perez Guerrero, Minister for International
Economic Affairs
Messrs. Javier Pazos and Guillermo Pimentel, Advisors to
Mr. Hurtado
Mr. Francisco Garcia Palacios, Advisor to Mr. Perez Guerrero
Mr. Roberto Guarnieri, Alternate Executive Director, IMF

It is likely that Mr. Perez Guerrero will also attend the forthcoming
meeting of the Development Committee.

24 Mr. Hurtado and his colleagues will stay in the Hotel Sofitel
Bourbon, Paris.

3 It has not been confirmed yet if the meeting of the OPEC Financial
Committee will be held in Geneva on June 2, as requested by Venezuela. Until
yesterday, Saudi Arabia and Kuwait had not indicated if they agreed with the
proposed date.

L. Mr. Guerra will be seeing Mr. Hurtado today to inform him that
Mr. Cargill would like to talk with him in Europe.
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TO: My, Purviz N. Damry’ DATE: May 27, 1975

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

FROM:  jyon Sigurdsson /

a_

SUBJECT: rhird Window Meeting on Paris on June 10,1975

The Finnish delegate to the above meeting will be Mrs, Annikki
Saarela, Governmental Secretary, Ministry of Finance, who will
participate as an observer,
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Mr. Robert S. McNamara ’ May 27, 1975

Mohamed Nassim Kochman

Mission to Alperia

T I visited Algeria from May 19 to May 22, 1975. My main objective

was to discuss with the authoritiles, principally with the Minister of
T'inance, the proposals for the establishment of the "Third Window" and

for the increase in voting power and subscribed capital for oil exporting
countries in the Bank. As indicated to me by Mr. Cargill, I was to make

it clear to the Algerian authorities that we are not seeking from Algeria
large finmanelal support but we were more interested, under the cilrcumstances,
to have theilr support in discussions within OPEC for the two proposals
mentioned above and in the future for similar proposals.

2 During my visit, the officlals of the Ministry of Finance did their

best to assist me and organize my contacts. I had very long meetings with

the Minister of Finance, the Secretary General of the Ministry of Finance,

the Secretary General of the Ministry of Industry and Energy, the Secretary
Ceneral of the Ministry of Planning and the Governor of the Central Bank of
Algeria.

3 At the outset, I would like to indicate that I concentrated my
cfforts during this first visit to Alglers on discussions and exchange

of views with the Minister of Finance, Mr. Ismail Mahroug, who is
responsible for the over-all relations with the World Bank Group. Mr.
Belaid Abdsselam, Minister of Industry and Energy, was hosting the Conference
of the Ministers of Economy of the Maghreb (grouping Algeria, Tunisia,
Morocco and Mauritania) and we met briefly at & dinner .in honor of the
participants to that Conference.

& As stated above, I discussed the object of my mission, exclusively,
with the Minister of Finance who received me on May 20 from 10:30 a.m. to
1:00 p.m. Were present at this meeting Messrs. Aoufl, Secretary General
of the Ministry of Finance, and Hassam, Director of the Budget, Credit and
Tnsurance.

TIIRD WINDOW

i A I made an exposé of the "Third Window" lending facllity to the
Minister and left with him a note on the subject. I indicated to the
Minister that in the light of the proceedings of the Development Committee,
in January, the management of the Bank declded to deploy the necessary
ecfforts to start this new facility for an interim perilod of one year

and through voluntary contributions (Dutch proposal) by some OPEC members
and OECD countries. The President of the Bank, seriously preoccupied and
impressed by the catastrophic situation of the poor countries and keeping
in mind our own preliminary findings on capital requirements of the LDCs,
was prompted to endorse the '"Dutch proposal' without delay and endeavor
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to launch the "Third Window" as soon as possible in FY1976. It was felt
that this first phase would pave the way to the second one when it would
be possible to establish, in the light of experience, a permanent structure
negotiated between all parties concerned. '

6. In this general context, the Bank's management hoped to secure
contributions in the order of $225 million to make it possible for a Subsidy
Fund of one billion dollars to provide financlal assilstance at an Intercst
rate intermediate between IDA and IBRD curreat rate, i.e. at 4.54. Ve
assume that the greater part of the voluntary countributilons <o the Subsldy
Fund will originate from some surplus OPEC countries because of thelr
greater capacity to react without delays characterizing the legislative
procedures required by many OECD countries. Thus it was plausible to
expect that more than 50% of the total possible contributions would come
from OPEC countries because precisely they could act swiftly.

7 I briefed the Minister on the outcome of the Conference held in
Paris on the "Third Window" in April and clarified to him the position

of those countries which participated in the proceedings. The Minister
seemed affected by the fact that the U.S. from the beginning was hostile
to the scheme and more particularly discouraged by the attitude of Germany
and Japan. He was not fully aware of the discussions that were undeitalen
with the Gulf States and Saudi Arabia. I clarified that part of the issue
and added that the President of the Dank and before him myself visited
Saudi Arabia, Kuwait, Qatar and the United Arab Emirates.

8. Minister Mahroug put to ma several questions related to some features
of the scheme., In my reply I underlined that the management of the Bank
feels that this scheme 1s worthwhile because with a relatively small amount
of contributions to the Subsidy Fund it would be possible to have a large
volume of lending. Also, this possibility of large lending activities on
internediate terms would give a great multiplier to OPEC contributions.

This is a special occasion to many OPEC members to show theilr willingness

to effect a quick and meaningful transfer of resources to developing
countries through existing institutions such as the Bank.

9. Another consideration which should be borne in mind is that in this
process of facilitating significant contribution to be made towards meelblng
the financing needs of the MSAs and poorer countries, the Subsidy Fund will
make it possible to reallocate IDA and IDRD resources in a more efficlent
manner. Last but not least, I added that almost 60% of "Third Window"
lending will go to countries with per capita incomes below $200 and IMSAs

would Teceive more than 70% of the "Third Window" allocations.

10, The Minister stated that Algeria has always participated in schencs
designed to eradicate poverty. It has consistently preached social justice
and equality. Whenever a proposal or a scheme is designed to help the
poor and underprivileged, Algeria made it a point of honor to be present.
He pointed out that it seems logical to him that the Bank tries to meet
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in the best way possible the needs of LDCs since the Bank should prepare
itself more and more to its genuine vocation which is, in the final
analysis, to be "the Development Agency of the Third World."” He considers
that the President of the Bank has constantly concentrated his efforts in
that direction and they welcome his attitude. However, he feels thatr o
serious reconversion of minds must take place because the new political,
economic and financial conditions of the LDCs have not yet beecn proparly
reflected at all levels of the UN system and more particularly in the
World Bank and the IMF, He added that when they happen to voice
eriticisms of the Bank and IMF, "these are constructive erificisms"
because they belong to those Institutions, still, and they wish to sce
them reflect objectively the new economic order which is emerging and
which cannot be stopped.

i i 1 Coming back to the "Third Window" and by way of illustration of
the goodwill and desire of Algeria to cooperate with the Bank, the
Minister stated clearly that Algeria will support the "Third Window"
when it will be discussed, as he anticipates it, during the meeting of
the Ministers of Finance of OPEC and in other meetings. I asked hin
insistently whether I should interpret his manifestation of interest

as a moral support. He replied that he can state unequivocally that

his position goes beyond a simple moral support. Algeria will support
the "Third Window" and will make it known because they feel that any
scheme whose final objective is to assist poor countries must be
endorsed. However, he would have liked very much to sece me going

back with a financial commitment to the "Third Window." Unfortunately,
at this very moment, they have budgetary constraints and 1t is difficult
for him to make any financial commitment to the "Ihird Window." lowever,
he added that he does not exclude the possibility to envisage, at a later

date, a financial contribution.

INCREASE IN VOTING POWER AND SUBSCRIBED CAPITAL FOR OPEC MEMBLRS

12. I briefed the Minister on the status of this question and pave
him the note prepared in Washington. I explained at length the manage-
ment's approach favoring a tripling of OPEC members' voting power and

. the desire to do it by reducing, as nuch as possible, the impact of,
such an increase on the voting strength of the other LDCs. I empha-
sized that contrary to what is thought, in some quarters, this whole
exercise designed mainly to reflect more appropriately the financial
strength of OPLC members does not have the backing of all countries

and it will not be an easy task to convince them. Moreover, this
projected increase depends on the increase in the authorized capital

of the Bank and also the prior acceptance by individual member countriecs
to waive their preemptive rights. I drew his attention on the fact that
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the figures included in the note are differeant from those he might have
seen few months ago. These figures should be considered as illustrative
and subject to revision as the fund quota increase proposals change. In
spite of all this, the President of the Bank is of the opinion that prepa-
rations have sufficiently advanced to start preliminary negotiations on
the increase in the votiag power (from 5.07% to 15%) and subscribed
capital for OPEC members. lle is prepared to fight for it and mobilize
all energies provided he has confirmation from OPEC members that they
wish such an increase and in the case of Algeria whether the tentative
figure mentioned for its relative voting power and subscribed capital

is acceptable in the order of magnitude shown in the note (from 0.47%

to 1.19%)and subscribed capital from 110.9 million to 439.9 million
dollars).

L3 The Minister asked me to elaborate furthermore om the authorizod
capital and the preemptive rights and to indlcate the kind of cousulta-
tions established between the IMF and the Bank regarding the increase of
quotas and subscriptions for all member countries and for OPEC countrica.
I described the situation to the best of my ability, keeping in mind that
the Minister approaches the whole situation globally, relating always the
strategy in the Fund to the ome in the Bank.

14, After my explanations, the Minister saild that he would like to
convey to me hls views in all frankness as he has always done it. At

the outset, he feels that the debate should be elevated and linked to the
new economic order for which Algeria is committed along with all the
other LDCs. It should be clearly understood that settling problems on

an ad hoc basis and peacemeal is the wrong approach. The Ul system in
general, and the IMF and IBRD in particular, should realize that the

LDCs are not fully satisfied by the manner in which these important
institutions have functioned in the past. The world has chauged sinca
Bretton Woods and these Institutions must adapt themselves to the new
emerging forces and make concessions to those who were not present when
these Institutions were created. It is about time that the view of the
LDCs and particularly the OPEC members be taken seriously into considera-
tion through a well prepared dialogue and not through procedures that are
devised without any proper consultation. He stated that in the IIF the
principle of the reform of the Charter has been accepted wherecas in the
Bank this is not the case,

15. Algeria has a global approach based on a genulne dialogue betwecn
"rich and poor," devaloped countries and developing countries., The ques-
tion of the role of the LDCs in the international orpganizationz is a
criucial one. As far as the IMF and IBRD are concerned, Algeria has a
clear position. Algeria does not like particularly a segregation betwoon
the oil exporting countries, one the one hand, and the othar LDCs, on the
other. This is a techanlque which is misleading, diyisiye (for the LDCs)
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and inappropriate. The Algerians are in favor of a clear status for

the LDCs, in general, within the Bretton Woods Institutions. This means
the voting power of the two groups should be equal: the LDCs 507 and the
developed World 50%. It is, of course, an objective from the Algerian
point of view,

16. At this particular juncture and taking into full account the
forces in presence, the bargaining power on both sides, and the imme-
diate future where decisions have to be made, Algeria is not opposecd
to tripling the voting power of OPEC members im the Bank. Ilowever, it
1s felt that there is a weak case in tripling the voting power in the
Bank and only doubling it in the IMF, the more so that in the IMF the
"benefits" for member countries depend on their quotas whereas in the
Bank the situation 13 different. The Minister went on sayiang that the
whole question will be discussed by the OPEC Finance Ministers very
soon before the Paris meetings of the Interim Committee and the
Development Committee. He feels that OPEC must have, 1f possible,

a common approach and hopefully take common decilsions regardiag the
increases of quotas dn the Fund and subscriptions in the Bank. DMany

. points will be discussed by the Ministers because so far there has not
been any consultation between them on these important issues.

17, Finally, the Minister in summarizing the Algerian position
concerning the increase in the Bank indicated that in principle he is
in favor of tripling the OPEC members' voting rights and Algeria's
voting righcs likewise, but an identical solution should be adopted
by the Fund.

GENERAL

18, As stated at the outset, my purpose was to discuss the "Third
Window" and the increase in voting power for OPEC members. Ilowever,
the Minister of Finance and other officials I met with expressed the
desire to avail themselves of my presence to convey to me some impros-
sions and views on the relations between Algeria and the World Baunl.

The Minister of Finance told me that he appreciates the efforts
made to establish a fruitful dlalogue between the Bank and Alpgeria and
he values the willingness of the Bank's management to create the proper
conditions for a fruitful cooperation. Uowever, he reminded me that the
Bank has not helped Algeria for 10 years. The first loan was made .ia
1973 and-1it was followed by three others in 1974. In observing clesely
the evolution of this cooperation he recognizes that on both sides
genuine efforts have been made to improve the relations. lle submits
that in such a framework the Bank is entitled to see to it that its
- Investments in Algeria are good ones and must contribute to the over-
all task of economic and social promotion of the country. ile made it
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clear to me that the past 1s the past and as far as the Algerlan Govern-
ment is concerned, they don't want to refer to it any longer. When they
voice criticism, it is in a constructive way and with the objective of
establishing close and productive relatlonship.

19. Some high officials (mainly within the Ministry of Finance, the
Ministry of Industry and Energy and the Ministry of Planning) consider

that Bank procedures are very complex and time consumiag. They complained
about the large number of missions and visitors and the slowness of the
final results to materialize. The Minister of TFinance and few other
officials were troubled by the fact that much time has beea devoted to
discussions with missions about projects in the pipeline with the result that
FY1975:will bela disappointing one:for.them.,, I.indicated that wbat is more
important 1is the general trend over a relatively long period and to my
knowledge therae is a rather substantlial operations program for the period
1976-1980. Moreover, in FY1976 and presumably TFY1977 many projects will

be financed. I assured them of the determination of the management to
implement a substantial program about which, to my knowledge, they were
briefed very recently by Mr. Schulte, Division Chief in EMENA Reglonal
Office. I added that they would certainly have the opportunity soon,

on the occasion of tle negotiations of the industrial credit project,

to examine in a detalled manner future operations in the pipeline that

the Reglon envisages to process.

20.  Another frequent subject was the desire of the Government to sce
the Bank quickly and substantially involved in the industrial scctor
which they list among thelr top priorities. The Secretary General of
the Ministry of Industry and Enerpgy was doubtful that the Bank would
really involve itself deeply in the industrial sector. I explained to
him, in general terms, the sectorlal distributlion of Bank future opora-
tions in Algeria and indicated that the forthcoming industrlal eredit
project is designed to pave the way through the Algerian Developmont
Bank and direct lending to industry to a meaningful involvenment of the
Bank in this sector. In a different order of ideas, the officials I
met were very pleased by the EDI courses given in Algiers last year

and are looking forward to the next one because they feel that these
courses are needed aad helpful for a better kaowledge of Bank methods
and procedures.

CONCLUSTION .

21. I came back from Algiers with the sentiment that this first mission
has helped me considerably in better assessing local conditilons and the
importance of a fruitful dialogue with the Algerian authorities. In

spite of the criticisms, in some quarters, of Bank procedures, I would

not hesitate to state that the officlals I met, particularly the Minister
of Finance, wish to see rapid intensification of our operations. At this
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stage of our relations with Algeria, they are prompted to relate Dank's
intentions and goodwill to the manner in which we propose to help them
meet their developmental requirements. In this respect, a special
emphasis is put not only on the number and magnitude of future potential
operations but also on 'the transfer of technology" that should result
from them. From all my discussions 1t appears more and more evident
that there is ample possibillity to develop a frultful cooperation with
the Algerians. In this perspective, the frequency of exchanges of vicws
at a high'level is of tha utmost urgency and importance. Mr. Carglll's
projected visit to Algeria which I mentioned to the Minister of Finance
was commented upon very favorably and the authorities are looking foxward
to their discussions with him.

22, As stated before, the Minister promised to support the "third
window" lending facility. And to quote him, such a support goes well
beyond a simple '"moral support,” and it will be so stated in the forth-
coning meeting of the OPEC finance Ministers in Ceneva. lie feels that
the scheme is worthwhille since it 1s designed to provide assistance to
developing countries and this is in line with the stated Algerian policy.
Timing and budgetary constraints make it difficult, at this very moment,
to the Algerian Government to make a financial contribution to the "thind
window." However, the Minister did not rule out the possibility of
examining such a financial coatribution at a later date.

23; The question of the increase in voting power and subscribed capital
for the oil exporting countries is regarded by the Minister, in the final
analysis, as one element of a package deal which should invelve also tha
IMF., He stated.that his Government has actually always been in favor of
a stronger voice, in international organizations including the Bank and
the Fund, for all the LDCs as a group and not only for the OFLEC menbers.
The Algerians consider that to be fair the voting power should be
equally divided (within the Bretton Woods Organizations) between the
LDCs, on the one hand, and the rest of the membership, on the other,

thus reflecting their obvious financial streangth and thelr right to
participate fully and objectively in the decision making processes.

The Minister made it clear that his Government is open minded and will
not object to the tripling of the woting power for OPEC members in the
Bank. However, they will plead for treating in the same way the Increase
of quotas in the IMF. At any rate, did he add, this question will be
discussed by the OPEC Ministers of Finance in CGeneva with the hope of
agreeing, if possible on a common OPEC position.

cc. Messrs. Knapp
Cargill (o/x)
Benjenk
Larc
Coodman
Adler
Rotberg
Gabriel
Hattordi
El Fishawy

Mi¥Kochman/cl \!\
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TO ATTEND THIS MEETING STOP BEST WISHES

CARGILL

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME I.P.M. Cargill \ arl—
DEPT. Office of V.P., Finance

SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

Use B icati i
REFERENCE: For Use By Communications Secticn

IPMCargill/ple
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: _



HERE R m@ﬁ‘rf‘u‘rﬁ

i i Fiii
BELTRE OL A'RYL RINEHEE ' 7 e

5 g WS
ey ortert 1 e B MBS
e WUNICATIONS

EVEVACER Wi ¢ ¥ :
|

.ol LOI oE l:»w, W "J'*n W ha B oot

tyHETrT
I0 YEIEVD Ivle KEELIRG 330h BEEI AI2HEE
MOBE XO0 MITT MOL BRY FOOKRETE 1O VA HENEOMVY THCOMAEMITHCE 2IWBIX

EEPCONE VE WY YDDED AOICE IH BNELOEL OR BEOROBYI 200F HOMEAEE

KINEEY VI QNWE LEM WKEELING T2 MOL ESCHMALIVI IHGOCH MOOID VIMERE
2VODRT WEVEIV .
BRIV OF ERIOIER Vi SEY FYeL WERIIUC COWy BLENRIAFVLIIUA DA
2YODI VEVBIY
2306 T AZEM OL HETBROT WD ROKIHCONING SIVIEMEWI A0S WYDE O

KRERING ANEE ELy L0 [10HE2 B LABTHER BEOBGEVI' ROX THIED r¢'5\
Vo Z00 ARAR REESSERGRWED GO BF VIT SEONOBINE IO TVAX V 2EGLWO
R

EV{?“J \q’1ﬁh V (i SR ' 1k & >
A Lyer ooz
TEDDVH 7

2VODT THVRBIV KOREIVHE VEEMCX PEBAICE . JETex vo°
SOARKH 0K Ch'ves Ok
DUHRTIOT VBLATVSEIN 90 GOBYIENL 2 b
Hig YRCRT TR0 o B BVIE W¥A 3% 1ALz

e,

” /
f".lj." ‘%E ,-,«[gg T i ]
ol S e - — " LLE =l e ;
20| Ot o (BRGOIVAELHNCLIGY YD DEAETOLWEM SN N vy S By ARSI
ARG FAENDRYEKY ) i J;'i,;ﬁ‘.‘ﬁ%{#i;(’_l"‘-uﬁ ',i.;i;‘.av o £ PRy L,!- W s R L

Al



Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

74
TO:  MR. NASER AL-SAYER DATE: MAY 24, 1975 D/
DEPUTY DIRECTOR GENERAL LY
KUWAIT FUND FOR ARAB ECONOMIC DEVELOPMENT CLASS OF \ (‘
P.0. BOX 2921 SERVICE: FULL RATE s
KUWAIT '

Ext.2663
COUNTRY: KUWAIT

TEXT:
Cable No.: AS YOU HAVE BEEN INFORMED COMMA WE ARE PROPOSING TO HAVE A SECOND
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STOP 1IN VIEW OF HELPFUL AND FORTHCOMING STATEMENT YOU MADE ON

BEHALF OF KUWAIT AT THE LAST MEETING COMMA REPRESENTATION BY
KUWAIT AT JUNE TEN MEETING IS NOT ESSENTIAL THOUGH WOULD ALWAYS
BE WELCOME AS AN ADDED VOICE IN SUPPORT OF PROPOSAL STOP HOWEVER
HOPE YOU OR ANY OF YOUR ASSOCIATES WILL NOT PUT YOURSELVES TO ANY

PERSONAL INCONVENIENCE SIMPLY TO ATTEND THIS MEETING STOP BEST
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Third Window

The following is the latest information known to me about pros-—
pective contributors, other than those which have already mentioned a
figure:

Australia Prime Minister has written sympathetic letter but no figure
mentioned, (Green's personal guess is that Australia will
come in, but with less than $10 million.)

Belgium de Grooteis going to Brussels and will see the Finance Minister
on Tuesday. He will take up the Third Window question; his
understanding is that Belgium will contribute a significant
sum and that the Minister will announce this himself at the
Development Committee Meeting.

Denmark No information.

France No change. (At Tuesday's Board meeting, Wahl again referred to
possibility of a contribution from proceeds of gold restitution.)

Germany No change. Cargill will discuss during his forthcoming visit
to Bonn.

Iran See attached cable from M.M. Ahmed to Costanzo.

Japan No change, except that it is believed Government of Japan will
send a delegate from Tokyo to the June 10 meeting.

Norwa No new information. Cargill will discuss with Finance Minister
in Paris.

Venezuela Meeting of OPEC Finance Ministers is to be held on June 2.
Assumed that Hurtado will be there (Krieger is trying to find
out) and that Cargill can therefore meet him.

Attachment

cc: Messrs. McNamara
Knapp
Cargill
Adler

Raymond J. Goodman
May 22, 1975
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INTBAFRAD WSH ) INCOMING TELEX

FROM: TEHERAN Distribution: Mr. Costanzo (A1241)
212359 MZBK 1R (Telex Nr)

MAY 15, 1975

TO MR. COSTANZO INTBAFRAD
FROM M.M. AHMED EXECUTIVE SECRETARY

WORLD BAWK WASHINGTON D.C. U.S.A.

HAVE HAD USEFUL AND EXTENSIVE DISCUSSIONS WITH FINAﬁCE MINISTER H.E. HOSHANG
ANSARI, GOVERNOR CENTRAL BANK DR. YEGANEH, DEPUTY MINISTER FINANCE MR. MEHRAN
AND DEPUTY MINISTER PLANNING AND BUDGET DR. RASSAK. DISCUSSION COVERED MEETING
AGENDA ITEMS AND STRATEGY FOR PROSPECTIVE OUTCOME WITH SPECTAL REFERENCE TO
THIRD WINDOW AND TRUST FUND STOP ON THIRD WINDOW MAJOR CONCERN EXPRESSED
RELATED TO INABILITY OF IMPORTANT OECD COUNTRIES LIKE US AND GERMANY NOT PARTI-
CIPATING STOP FURTHER IRANIAN AUTHORITIES EXPRESSED KEENNESS ON BURDEN SHARING AND
MANAGEMENT ISSUES STOP EXPLAINED THAT AS AT THIS STAGE THIRD WINDOW IS TEMPORARY
FOR ONE YEAR ONLY AND OTHER ISSUES WOULD HAVE DELAYED ITS ESTABLISHMENT WHILE
NEED IS DESPERATELY URGENT STOP BESIDES EXPLAINING PROJECT IN DETAIL AND ITS
NEED AND JUSTIFICATION HAVE URGED THAT IRAN PARTICIPATE KEEPING ITS POSITION ON
TWO ISSUES RESERVED IN FUT&RE IN EVENT OF THIRD WINDOW GOING BEYOND ONE YEAR
STOP ALSO EMPHASIZED LINKAGE AND MANY COMMON FEATURES BETWEEN THIRD WINDOW AND
IRANS ORIGINAL PROPOSAL OF SPECTAL DEVELOPMEN% FUKD STOP THEIR CONTRIBUTION

IN THIRD WINDOW WILL INVOLVE SMALLER SUBSIDY THAN IS THEIR ORIGINAL PROPOSAL
ARD IT PROVIDES UNIQUE OPPORTUNITY FOR OECD AND OPEC COLLABORATION

STOP TRANTIAN AUTHORITIES HAVE PROMISED RECONSIDERATION OF THEIR POSITION STOP

TRUST MR. MCNAMARAS TALKS WITH HIS IMPERIAL MAJESTY WILL PROVE DECISIVE

REGARDS
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Mr. Raymond Goodman April 7, 1976
Bruce M. Cheek

Australian Contribution to IDA 5

Further to our discussions on this subject, | refer to the
possibility of Mr. P. Lynch and Mr. Bell getting together at the
annual meeting of the Asian Development Bank in Jakarta later this
month.

2. In the light of recent discussions here in the Bank and at
home in Canberra and Wellington, | feel there is a clear basis for
raising the possible IDA contribution by Australia in the context
of the Bank's attitude to the creditworthiness of Papua New Guinea.
The Australians correlate the two matters and this should be the
basis for Mr. Bell's conversations.

3. Our Governor, the Minister of Finance Mr. Philip Lynch, will
not attend all of the ADB meeting. He will be in Jakarta from the
morning of April 22 to the evening of April 23.

b, As you know, the Australian attitude to IDA has still to be
determined on the basis of the ''philosophy and priorities' aild paper
which is to be finalized by Lynch and Foreign Minister Peacock in

the latter part of this month. It is only then that Australia will

be able to decide its commitments on ADB, IBRD, etc. While this
leaves us an adequate margin of time to the June 4 meeting on I1DA 5,
the Bank should note some of the threads of thought which are going
into the construction of the aid policy paper and which will therefore
affect the actual amount of resources committed to IDA 5. The rele-
vant points are:

(a) emphasis on bilateral aid as being preferable to
multilateral programs since aid is an instrument
of foreign policy and trade;

(b) doubts concerning the effectiveness of aid in the
Indian subcontinent and therefore supporting IDA
which commits 60% of its funds to that region;

(c) greater emphasis on regional activity and therefore
on (1) credits for PNG, Western Samoa and other
Southeast Pacific areas; and (il) bilateral and



multilateral aid to countries of prime concern In
East Asia, notably Indonesia, Malaysia, Philippines,
Thalland and Korea.

5 Consistent with these policy thoughts which would downgrade IDA

to a low priority claimant on aid resources, some officials are thinking
of Australia making a 1% instead of a 2% contribution to IDA but offer-
Ing an assured amount of co-financing with Bank projects In the countries
of the region, i.e. Malaysia, etc. Secondly, preference would be given
to the ADB over the World Bank Group within the reduced allocation which
might be made to multilateral agencies in total.

6. In the above circumstances | think it is important for Mr. Bell

to press the case for IDA, taking into account the PNG situation. | think
he should also bear in mind that Canberra's comparison of the ADB and

IBRD with respect to East Asia and the Pacific Is inaccurate. In par-
ticular:

(a) The ADB has the same standards of eligibility: that is,
the only candidates for the Asian Fund are PNG and
Western Samoa, as for IDA, plus nominal amounts for
the Gilbert and Ellice Islands and Tonga.

(b) The Asian Bank lending in the creditworthy countries of
East Asia in 1975 was $446 million whereas the World
Bank lent 5972 million in the same period. | belleve
we have traditionally held a 2:1 ratio with the ADB.
The attached tables on ADB and IDA lending in the
region may be helpful.

Attachments - 3

IDA Lending FY72 - FY76
Asian Development Bank - Special Funds Lending

Geographical Distribution of Multilateral Institution

Loan Commitments, 1975



ASIAN DFVLLDPMENT BAEK ~ SPECIAL FUNDS LENDING
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5 IDA LENDING
. FY72 - FY76
(0. 5. $m.)

b/ Total

FY72 FY73 - FY74  FY?5  FY76> FY72-FY76

SOUTH ASIA | )
Bangladesh a/ l ' 68.1 ' 74.1 150.0 168 460
Burma -A; 33.0 17.0  45.0 30 125
Inéia " * 412,2  49.0  390.0  631.1 667 259
Nepal < ; 1. v il 1.5 13.5 ' 32 62 .
Pakistan 'y T 50.0  63.0  51.0 66.0 74 304
Sri Lanka | | 6.0 28.5 w72
" Total South Asia : 466.4  675.6  545.9  920.6 1008 3617
EAST ASTIA AND PACIFIC | _
.Indcnesia. | o ' ‘. 105.5 144.9 84.0 334
Korea‘. ! B ;' 25.5- 20.0 ) 46
T T 9.2 5.0 - 11 25
Phtitppines 1 ~ - 1000 12.7 9.5 3

hailand - | 25.0 7.0 o 32
Western Samoa ) &4 .4 4

Total ﬁast Asia & Pacific 150.2 207.6 100.5 4.4 13 473
TOTAL ASTA ' _ 616.6  883.2  646.4  925.0 1019 4090

a/ For years prior to FY73, the amounts of lending to Pangladesh and Pakistan

. have been reconstructed on the basis of lending to the former territory of

* Pakistan for which Bangladesh has subsequently assumed liability (the FY73
reactivation credits and the FY75 conseolidation loan and credic). Five
credits still under discussion are also counted against Bangladesh.

b/ Operaticns program adjusted for consistency with a $1600 m. lending program,

g 357 A P&B
e 12/8/75



" Table 3. Geographieal Distribution of Multilateral
Institution Lean Commitments, 1975 ’

(In millicns of 1975 US deollars and per cent)

IBRD IDA IFC AfDB AsDB ersl/  1pB
Total Per cent Per cent o /
Amount % Amcunt % Amount % Amount % Amount 5 Amount % Amount ¥ Population™
Africa © 648 (15) | b33 (27) 5 (2)  2007(00) - 60 (34) - 3% (26) (24)
East Asia 972 (23) ¥ (1) b2 (20) == L6 (B5) . - - st (A7) (16)
Sovth Asia 2690 (6) g21 (58) 13 (6} . 2k2  (35) — -~ ikbks - (27) (k1)
Hurope, Middle .
Zast and
Kerth Afriea 1264 {29) o B ) T2 (34) - e 116 (66) == 1622 (19) (15)
Latin America i
end Ceribbesn 1166 (27) ko ( 3) 80 {38) e -— - 123c (100) 2525 (30) (15}
Totul Lz20 (100} 1576 (100) 212 (100) 200 (109) 658 (ico) 176 (100) 1230 f{100) Buo2  (100) {100)

Note: See footnotes %o Taeble 1.

Zstimated on basis of 1974 data.
ased on mid-1973 estimates of population of current IBRD/IDA borrowing countries.

-
Inzludes North Africa,

Source: Development Committee document of December 18, 1375:
Survey of Programs and Capital Resource Situaticns of
International Deveiopment Lending lnstitutions
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¥lsslon to Alg aria ﬁ_:ms of Refarenca

Qu May 17, fgu will proceed to Algeria to discuss with the
authoritlss the proposals for the establishment of a TH*rd 1 Window and
for the iscrease of the Bank's capltal and of the inéraase i 1u voting
powar of OUPEC countries relative to other members of the Bank. If
you thiak it appropriate, you should leave with the authorities copias
of tha iwo notes prepared on these subjacts.

You will have with you the recent CPP and the Postseript.
From this 1t will be apparent that the Bank intends to have a substantial
lending program in Algeria; but you should treat the Information contained
in these papers as background to your discussions and should not enter
into azny talk about the Bank's operations ia Algeria. The authorities
in Algsuria are well informed about the Baak's proposed opexations. You
should make 1t cleavr to the authorities that wa are not seeking from
Algeria large finaneial support. Ve ara seeking from tham their support
in iscussions witnda OFPEC for the two proposals mentioned above and will
ia thae future sesk their support for other propesals designed as thesa
ara to benafit the poor world. The chilef purpose of your vislt is to
initiate discussions with the Governnent because we believe that Algeria
cccuples a peculiar position of influence, not only in OPEC but in Africa
and we would Hope that In the counsals of QPEC it would be able to
support the Bank's work. In particular, the timing of your present
wigir has been datermined by the proposed meatring of GPLC Finance
¥inlsters whlch willl shortly take plece, where many of these matters
ara likely to be discussed. You should give the authorities such
information sbhout Bank policies as they may request to enable them to
support the 3ank at the Finance Ministers' wmeeting.

You should let the guthorities know informally that, apart
from any discussions therae may be at the Aanual Meeting, I would expect
to visit Algeria in the £all and that we would hope in this way to
maintain 2 sustained relationahip with Algeria for the exchange of views
about the wilder problems of development othar than those relating to
Algeria's own plans which will be, of course, rezularly dilscussed by
the Regiom in the ordinary courae of business.

ce: Mr. Melamara
Mr. Knapp =

PMCarzill/ple
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CORPORATION

oo RECONSTRUCTION AND DEVELOPMENT
- - TH-17.17 Y/ 1 004
OFFICE MEMORANDUNM 7727 e

TO: Mr. Raymond J/ Goedman, Senior Operations Adviser DATE: May 16, 1975
= /
FROM: E.J. bert, Secretary's Department

SUBJECT: Third Window Meeting - June 10, 1975,
European Office

1 This is to confirm that Conference Room A at the Bank's European
Office in Paris has been reserved for a meeting on June 10, 1975 on the
Intermediate Financing Facility. Notwithstanding other commitments on
that date, the Paris office staff has indicated that it will be possible
to provide the basic minimum services required for this meeting. We
understand that the meeting may be completed in a morning, but the room
has been reserved for the entire day.

24 The Language Services Division (Mr. Moyens) has arranged for
simultaneous interpretation to be available in English, French, Spanish
and Arabic. In addition, a verbatim transcript of the proceedings will
be made; two transcribers, recruited from London, will be on hand for
this purpose.

da It is presumed that Mr. Cargill does not intend to give a luncheon
and/or a reception for the delegates to the meeting.

cc: Messrs. Cargill
Damry
Carriere
Moyens
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WBG ARCHIVES May 14, 1575
DEPARTMENT DIRECTORS' MEETING
Board Room, May 5, 1975, 10:00 a.m.
Present: Mr. McNamara (Chairman), Vice Presidents and
Department Heads
STATUS OF THIRD WINDOW
e Mr, Cargill, reporting on the status of negotiations for the establishment

of a Third Window, said that the facility had been considered at a meeting

in Paris attended by representatives of all major OECD countries (except

the US), Japan, the Nordic countries, and Venezuela, Iran, United Arab Emirates
and Kuwait from the OPEC group.

2 The facility had been originally proposed at a meeting of the Develop-
ment Committee last January on the basis of a paper which envisaged a fairly
long-term scheme; in the course of that discussion, the Dutch suggested that
an attempt be made to start the facility as soon as possible, and this gave
rise to the suggested possible starting date of July 1, 1975. The Dutch had
proposed a voluntary scheme - i.e., that interested countries, instead of
waiting until a burden-sharing agreement could be negotiated, should contribute
money for the interest stabilization fund according to their capacity at this
particular juncture. Accordingly, when the proposed facility was discussed
by the Bank Board, the draft paper referred to a voluntary one year scheme.
The propesal in this form had been submitted to the Paris meeting.

3. In Paris, the only commitments were as follows: Netherlands, $10-$20
million (depending on whether the Third Window was a $1 billion or $500 million
facility); United Kingdom, about $10-520 million; Canada, $10-$20 million;
Kuwait, $20 million and Saudi Arabia $25 million. The maximum possible con-
tributions under these commitments would be $105 million, which would be
insufficient to proceed with the proposal to formally institute the facility.

4, Several countries, however, stated that they supported the concept,
although not being in a position to make a formal commitment. These included
France, the Nordic countries, United Arab Emirates, Venezuela and Iran, some
of whom had budgetary problems in making a commitment at this time.

D Only two countries, Japan and Germany, had reservations about the scheme.
There was general concern, however, that the facility might erode support for

Distribution:

President'
Vice Presidents and Department Heads (Bank and IFC)
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IDA replenishment and a conviction that IDA was more important than the
Third Window. There was no discussion of burden-sharing. Some statements
referred to the need for "universality" or wide representation of countries,
including OPEC, +4n the decision-making process.

6. The Bank staff indicated that there might be another meeting before the
June meeting of the Development Committee and that Bank staff would in the
meantime follow up with those countries which, although sympathetic, had been
unable to make commitments.

CHANGES IN STAFF RETIREMENT PLAN

7« Mr. Gabriel reported on changes in the Staff Retirement Plan approved
by the Executive Directors at their meeting on April 22. He was asked to
prepare a statement to be included in a general explanation of all changes in
staff compensation for the information of the staff after the general staff
compensation proposals had been considered by the Board.

ADJOURNMENT

8. The meeting adjourned at 11:00 a.m.

M. P. Shivnan
Secretary
Department Directors' Meeting
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FROM: XUWALT FUND FOR ARAZ ECOMOMIC DEVELOPHMENT, KUWAIT,
TO 3 IERD , WASHINGTON DC.

FOR MR . POBERT MCNAMARA, PRESIDENT .

| .. )

) HAVE BEEN SOMEWKAT DISAPPOINIED ON THE GUTCOME OF PARIS PLEDGING
MEETING FOR THIRD WINDOW. IMPORTANT THMAT WE DO NOT LOSE
MOMENTUM AND WOUNT A STRONG EFFORT FOR FURTHER SUPPORT.

CONSIDER TH1S MLCESSARY NOT ONLY FOR THKE SAKE OF PROVIDING
ASSISTANCE TO DEVELOPING COUNTRIES ON APPRUPRIATE TERMS AGAINST
THEIR ESTABLISNED INESCAPABLE WEEDS BUT ALS0 BECAUSE WE MUST

. DEMONSTRATE THAT GUOPERATION AND CULLAXORATION IS MORE PRODUCTIVE i

| \;;THAN ANY TREND TOWARDS CONFRORTATION, 1IN rulé‘courzxt AND AS

| EVIDENCE OF COLLABGCRATION BETWEEK OECD AND arét, THE THIRD
WINDOW MAS SPECIAL SIGNIFICANCE AND MERITS CONTINUED SUPPORT.

\ IN THE CIRCUMSTANCES, wHILE 1 AW CONTACTING AND URGING UAE AND



o

}?lATAR IN Y CONSTITUENCY TO SUPPURT THIS JOINT XFFORT, 1 WOULD

%  mGE YOU TO CONTINUE TG USE YOUR STRONG IMFLUEWCE ON OTMER

i A

R

(1

S i

POTENTIAL DONORS FROM GECD AND OPEC COUNTRIES TC LEND THEIR FULL
FINANCIAL SUPPORT,

FURTHER , AS THE THIRD WINDOW wAS DESIGNED TO BE SET UP FOR ONE

YEAR ON A VOLUNTARY CONTRIOUTION BASIS, IT IMPLIED TMAT wE NEED NOT
GIVE UP THE PROGRAM MERELY BECAUSE AT THIS STAGE FULL RESOURCES

FOR THE ENTIRE ONE SILLION ARE NOT IN SIGNT, DEVELOPING COUNTRIES
NEED SUCK FUNDS URGENTLY AND DESPARATELY AND AS LONG AS AT THME START .
THE $1ZE OF TML wINDOW 1S REASONASLE WE SHOULD PROCEED WITH 1T WITH
EXPECTATION THAT OTHERS MAY JOIN LATER. THIS OF COURSZ SHOULD

NOT BE INTERPRETED IN ANY WAY THAT WwE SNGULD RELAX OQUR EFFORTS

T0 SECURE FURTHER SUPPORT FOR THE FULL SIZE, I PROPOSE TO DO IT

IN MY CONSTITUENCY AND THE BANK CAN RE=DGUSBLE ITS EFFORTS IN

OTHER POTENTIAL DONOR COUNTRIES WITH YOUR STRONG SUPPORT AND
AUIDANCE .

WARMEST REGARDS
ABDLATIF ALHAMAD

ALSUNDUK 20250 | z
INTFRDG414%A
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Mr. Taro Hori May 13, 1975

Raymond J. Goodman
Third Window

In confirmation of what I said during our telepheone conversa-
tion yesterday, the suggestion that program loans should be as much as
507 of all Third Window leans was made by the UK delegate to the Paris
meeting last month and not by the Bank. In summing up the discussion
on this point Mr. Cargill mentioned that other proposals were being
considered that would deal with the short~term difficulties of the
LDCs, such as the proposed Trust Fund, and questioned whether it would
be necessary to provide a large proportion of Third Window lending as
program loans.

Mr. Cargill added that program loans, because of their rapid
rate of digbursement (which means that more interest becomes payable
earlier than in the case of project loans) would require a larger
subsidy. The differemce is about $12 million additional subsidy for
every $100 million of leans: 50% program lending would thus increase
the subsidy requirement for 81 billion of loans from about $225 million
to about %285 million, assuming that everything else remained the same.

ce: Mr. Wood

Goodman /rf
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FROM 3 Malle. AMAD, C/O. 'KUMAIT FUID FOR ARAS ECONOMIC DEVELODG: 17,
KUWAIT, | |

TO ¢ “Re Heds CONSTANZO,' EXCCUTIVE SLCRETARY, DEVELOPHENT
COMMITIEE, IBRD, WASHIAGTOX DE,

Wie ADDLATIF AL<HAMAD AGRELS THAT A GAHLE BE 80T T0 ALL #1500
OF DEVELCPUENT COMMITTEE INFORAIYG THEN THUAT BESIDES SEUBITS

THEIR COMMERTS TO HIH OK ANY OTHOS ULVBLH OF THE SUR=COMITTTLE.

ANY ONE OF THEM 9HO MAY BE INTURESTED, IS WELCOME TO JOLd Adp

- PARTICIPATE IN THE DELIBERATIONG 9F THL SUS=COUMITTEE,

fifte AL=HAMAD ARRIVING PARIS LATE JU'" OTi EVENING.  YOUR

MEETING WITH HIM MAY BE FINER £3 NGUR BIFORE THE SUR=COMMITING
MEETING WHICH CAM BE IN THE ¥0701I96G GR AFTEAYO0N OF JUNE i

AS- COMGIDERED COMVENIENT IN REGFOUSE TO YISIES OF MV rBERS,
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o AL=dAAD CONSIDERS THAT IT WILL 9f MELPFUL IF REPRESEMTATIVES
CF LOTH INSTITUTIONS ARE PRUSINT 14 T MEETING OF SUB=COMMITTEE
U OCFLR VIEDS WHERE NECESSANY. SUGGESTS INVITATION TG ATTEWD

FTAG OF SUR=COUMITTEE MAY THERSFOLL BE EXTENDED TO BANK ANMD

e AL=RANAL APPROAGHING FINAHCE WINISTERS OF' UAE AND GATAR IY HIS
COLLTITULHCY T6 MAKE CONIRIBUTIONS FO TAIRD WIADOW THUS
HOPEFLLLY THCREASING THE COATRIBUTION FROM NIIS COMSTITUENCY,

ALEIDUR 20256

INTVRAD 64145 3 b
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Mr. Robert 5. McNamara May 13, 1975
I.P.M. Cargill

Visit of Shah of Iran: Note on Third Window

I attach a note on the Third Window for you to give to the
Shah.

You will see that in the final paragraph we have suggested an
arrangement, as an alternative to a cash contribution, under which Iran
would permit us to borrow at less than commercial rates and we would
eredit the subsidy fund, in Iran's name, with the present value of the
interest payments foregone. This is analogous to the prepayment pro-
posal contained in the Third Window paper.

In case the subject of Bank borrowings comes up in this context,
may I remind you that in this calendar year Iran "owes" us $50 million
under the offset arrangement; we would like to borrow an additional
$200 million, also in dollars, making $250 million in all. I have recently
written to the Finance Minister saying that we would hope to negotiate
a loan in this amount in the near future, but that the funds could be
drawn in tranches during the remainder of the calendar year to suit the
convenience of the Central Bank.

Attachment

Goodman /rf
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INTERMEDIATE INTEREST SUBSIDY SCHEME
("Third Window")

This scheme is a proposal for the setting up of a fund
which would subsidize the interest rate on World Bank loans and
thus make it possible for some poor countries to receive loans
which they could not otherwise afford. The terms of its loans
would lie between those of the Bank and IDA; hemce it has come to
be known as the "Third Window". The proposal under consideration
is that the Bank should make additional commitments of §1 billionm
in the fiscal year 1976 at a subsidized interest rate of 4-1/2
per cent.

Unless a way can be found to provide additiomal resources
to the poorest amonget the Bank's borrowers, whose population
includes more than a billion people, these countries face the
prospect of negligible growth, or possibly no growth at all, in the
coming years. It would be desirable for such extrs resources to be
supplied on even more coucessional terms but since this does not
seem practical at the moment the propesed scheme has attracted
attention as an interim measure. If it is established, it would
help to prevent a cutback in the development programs of these
countries and make possible a movre rapid adjustment of their
investment plans as is required by the rise in prices of energy
and food.

The proposal, in brief, is that the Bank should borrow an
additiomal %1 billion and that the interest subsidy fund should be
contributed by the rich countries of OECH and OPEC. To reduce the
interest rate from the curreunt lending rate of 8-1/? per cent per
annum to 4-1/2 per cent per annum would require a subsidy fund of
about $225 million te suppert the additiomal 51 billion of commit-
menta.

The propesal was discussed at a meeting in Paris on
April 30 by representatives of poteantial comtributors and all
governments, including Iran, represented at the meeting supported
the propesal in prineiple. Some governments were in a position to
make pledges which total $100 million but some of these pledges
were conditional on the amount of $225 million being substantially
contributed. The Bank is expected to hear within the next few
weeks the final decisions of those governmente who were not in a
position to make dafinite pledges. Among the pledges so far made
were 525 willion by Saudi Arabia and $20 millfon by Huwait.



Of the OECD countries, Canada, Molland and the U.XK. have already made
pledges amounting to about $55 milliom.

A contribution from Iran equal to that of Saudi Arabla would
be most valuable both because it would help to bridge the gap and
because it would emcourage other potential contributors. It would
be particularly helpful if Iran's decision could be conveyed to OPEC
member countries befors the meating of their Pinmance Ministers later
this wonth.

As an alternative to a straight contribution in cash, Iran
may wish to consider permitting the Bank to borrew at less than
compercial rates pert of the funds it has agreed in principle to
lend to the Bank. The Bank would then eredit the subsidy fund for
the Third Window in Iran's name with an amount representing the
present value of the interest payments that the Bank would otherwise
have had to make. For example, the Bank might borrow %75 million
of this year's total at a rate of 3 per cent rather than, say, 8.25
per cent which might be the appropriate rate for the remainder of
the borrowings. Assuming a ten-year loan, the difference betwesen
payments of interest at these two rates, namely 5.25 per cemt, would
have a present value, discounted at 8-~1/4 per cent, of $27 milldion;
this amount would be credited to the subsidy fund in Iran's name.
Other examples could be suggested.
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON, D.C. 20433, U.S.A.

OFFICE OF THE PRESIDENT

May 12, 1975

MEMORANDUM TO THE EXECUTIVE DIRECTORS

SUBJECT: Report to the Development Committee by the Executive
Directors of the Bank on the Establishment of an
Intermediate Financing Facility (Third Window)

My memorandum to the Executive Directors of March 5, 1975
(R75-39) described the principal features of a Third Window proposal
involving operations for one year only and supported by an Interest
Subsidy Fund financed through voluntary contributions. Pursuant to
the discussion of this subject by the Executive Directors on March 25,
1975, a meeting was held in Paris on April 30, 1975, of potential
contributors to an Interest Subsidy Fund.

Attached is a draft report to the Development Committee
bringing them up to date regarding the status of this matter, including
the results of the proceedings at the Paris meeting. | propose that
the Executive Directors forward this report to the Development

S 97 Ao



DRAFT

Report to the Development Committee by the Executive Directors
of the Bank on the Establishment of an Intermediate
‘Financing Facility (or Third Window) in FY76

I The Development Committee invited the Executive Board of the
Bank '"to undertake an immediate study of the concept of 'Third Window'
lending by the Bank on terms intermediate between those of the Bank's
regular loans and those of IDA's concessional credits.”l/ The possible
creation of a Third Window in the Bank was discussed by the Executive
Directors on January 21, 1975, From that discussion it became evident
that there was considerable interest in establishing a Third Window

on an interim basis, to operate intitally for one year only and to
begin as early as possible in FY76. It was generally agreed that such
an earlly start for the Third Window would only be feasible if countries
were willing to contribute to an interest subsidy arrangement on a
voluntary basis and not as part of a negotiated burden sharing agreement.
2. Accordingly, a memorandum was prepared which outlined the
principal features of an interim Third Window operation supported by
voluntary contributions to a specially created interest subsidy fund.gf
With the approval of the Executive Directors, this memorandum formed

the basis for a meeting on April 30, 1975 with potential contributors

to the interest subsidy fund.

1/ Development Committee Press Communique, January 17, 1975.

2/ "Establishment of a Third Window - An Intermediate Financing
Facility" (R75-39 dated March 5, 1975). A copy of this memorandum
is attached.
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consensus
(a)
(b)

The meeting with potential contributors revealed a substantial
on the following key features of the proposed Third Window:

Beneficiary Countries. The chief direct beneficiaries

of Third Window operations would be the poorer countries
and within this group there would be a significant con-
centration of assistance on countries with per capita
incomes of under $200. Those very poor countries which
cannot afford even intermediate terms would nevertheless
benefit indirectly through reallocation of IDA funds.
Similarly, the higher income and more creditworthy
developing countries would benefit from a reallocation
of regular IBRD loans. An element of managerial dis-
cretion would be retained so that the Bank could propose
Third Window lending to countries with per capita
incomes somewhat higher than $375. Such lending should
not, however, alter the basic concentration of Third
Window lending on the poorer developing countries.

Management Provisions. For an interim scheme of only

one year, there would need be no new administrative body.
The principles for allocation of interest subsidy funds
among countries would be agreed through informal con-
sultation between the Bank's management and the various
contributing countries. Each Third Window loan would
then be approved by the Bank's Executive Directors in

the normal way.



There was only cursory discussion of the terms appropriate for Third
Window loans, the implication being that the proposed 4 percentage
point interest subsidy, 7 year grace period and 25 year final maturity
were acceptable. Most potential contributors were satisfied that a
one year program would not create serious difficulties in relation to
the Bank's borrowing requirements or expose the Bank to undue risks in
relation to its reserve position. One speaker felt that these issues
could only be satisfactorily considered by examining the financial
implications of a continuing Third Window Opération.

k. The major concerns expressed by potential contributors to
the interest subsidy fund were the following:

(a) Relationship of Third Window to IDA. There was frequent

reference to the priority to be assigned to IDA as the
regular channel for the Bank Group's concessional

lending activities. Many countries would in principle
have preferred an expansion of |DA operations to the
creation of a Third Window. HNevertheless, the im-
practicality of providing IDA with supplementary

resources in the immediate future was widely acknowledged.
Thus the Third Window appeared to many as a useful

interim solution, provided its implementation would not
jeopardize the prospects for IDA to continue to play

its central role in Bank Group concessional assistance.



(b) Need for Widespread Support. Even in the absence of

a negotiated burden-sharing agreement, the contributions
of several countries to the interest subsidy fund were
pledged on the understanding that there would be wide-
spread financial support for the proposal. The absence
of contributions from three or four of the Bank's major
shareholders was particularly noted in this connection.
bz At the meeting on April 30, 1975, five countries announced
their support for the proposed interest subsidy fund in the following

amounts (subject in some cases to legislative approval):

Country Amount Remarks
Canada $10-20 million Exact amount depends on level of

Third Window lending and commitments
of other donor countries. Assumes
element of managerial discretion

in allocation.

Kuwait $20 million

Netherlands $20 million Amount might be reduced if scale of
Third Window lending is less than
$1 billion.

Saudi Arabia %25 million

United Kingdom $10-15 million Assumes concentration on poorest
countries and substantial support
from other donors,

Taken together, these statements imply a total of approximately $100

million in contributions to the interest subsidy fund, provided there

is widespread financial support for the subsidy fund from other potential



donors and that lending through the Third Window reaches a level of
about $1 billion. Since a subsidy fund of $225 million is needed to
support $1 billion in Third Window lending on the terms specified,l!
this means that additional contributions of about $125 million are
required in order to reach the original target figure of $1 billion

in additional commitments. A number of countries other than those
noted above indicated at the meeting that they were giving serious
consideration to support of the interest subsidy fund.

6. While the level of contributions announced thus far might

be thought sufficient to support a Third Window operation in FY76 of
$500 million - a scale previously mentioned as the minimum acceptable
on administrative grounds - the Bank representatives at the Paris
meeting indicated that such a minimum program was inappropriate at
this time for a number of reasons. First,'the recent reassessment of
the capital requirements of the developing countries over the next few
yearsg/ suggests that acceptance of a level of Third Window commitments

substantially below $1 billion in FY76 would be clearly incommensurate

1/ The United Kingdom would be prepared to contribute a '"substantially
higher' amount if something like 50% of Third Window lending were
to take the form of gquick-disbursing '"program' loans. For the time
being, it is proposed to leave open the question of what proportion
of Third Window lending would be program lending until it is clear
whether or not sufficient contribution will be forthcoming to
support project lending (this being less expensive in terms of
subsidy requirements,)

2/ '"Capital Requirements of Developing Countries: 1975-1980" DC/75-10
dated April 29, 1975.



with the scale and urgency of the demonstrated need for additional
assistance. Second, a part of the $100 million in contributions already
announced would almost certainly be lost if the Bank were to accept

a significantly lower target for Third Window lending. Third, a fairly
modest level of individual contributions from countries which have not
yet made a final decision regarding the Third Window would still make

it possible to reach the original goal.

7. If there are important further developments concerning
contributions to the interest subsidy fund before the Development
Committee meeting on June 12-13, 1975, a supplementary note on the

status of contributions will be circulated at that meeting.
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TO . The Deputy Managing Director oate; May 8, 197

FROM  : Roger V. Anderson J

susecT :  Possible Overlapping Meetings in Paris

I have been advised by Mr. Fowler, Deputy Secretary of the IBRD, as
well as by Mr. Guetta, that Mr. Cargill of the Bank is planning a meeting on
the Third Window for Tuesday June 10, presumably only in the morning. I have
expressed some dismay about this as it would coincide with the opening meeting
of the Interim Committee. The meeting on the Third Window would be at the
Bank/Fund building on the Avenue d'Iena, whereas the Interim Committee would
be meeting at the International Conference Center on Avenue Kleber. I am
assured that the Cargill meeting will not require translators, nor those
interpreters that are assigned to the Interim Committee. There will be no
registration requirements, and Mr. Fowler is asking the Bank's Paris office
if minimal meeting room services can be provided. I do not know the exact
size of the meeting, but I am told by the Bank that, on the basis of past
experience, it would not involve people who might be attending the Interim
Committee meeting except for two members of the French delegation. Despite
the assurances I have received, I am concerned about this timing and felt that
I should draw the matter to your attention.

cc: Mr. Hebbard
Mr. Fewler



Mr. Jacques de Groote .. ., wsiliz: o Gan 24 May 3, 1975
William S. Gaud

Third Window

| have been unable to reach you on the telephone to express
my appreciation for your having arranged my meeting in Brussels
on April 28 with Finance Minister De Clercq. 5

I found the Minister interested and well posted on the issues
involved. However, he was also pressed for time and we did not get
into any discussion of details or procedure. Nor was he prepared to
reach a definite decision as to whether Belgium would contribute to
the Interest Sibsidy Fund He said that he would await the results
of the meeting in Paris on April 30 and that the matter would be
reviewed in Brussels with an eye to reaching a decision before the
meeting of the Development Committee in Paris on June 12 and 13.

Belgium was represented at the April 30 meeting In Paris by

Mr. Meulemans. As expected, he said that his authorities were still
studying the matter. He emphasized the importance of IDA, but
recognized that there might not be enough IDA money to meet tdday's
requirements. He and | had an opportunity to talk together at con-
siderable length in the course of the luncheon that day, and |
believe he left Paris with a full understanding of the issues
involved.

Please let Peter Cargill or me know If we can do anything
further to facilitate your Government's arriving at a favorable
decision.

WSGaud :dbs



TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMEN . INTERNATIONAL BANK FOR l NTERNATLONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT G ORATION
JELLL L0 s
OFFICE MEMORANDUM&f—72?‘5@}%}1};%;;3"'%2/49;;251.

Mr. I.P.M. Cargill, VP, Finance DATE: May 6, 1975f;

]
i

E. Stern, Director, Development Policy

o

Mr. Wood's Draft Report on Intermediate Financing Facility

I think Joe's draft is excellent and have only one major
point. (Two minor editorial changes are noted on PP. 2
and 3,)

It seems to me that the present format requires a Board
discussion which cannot be fruitful and might lead to
recriminations. I have consequently recast the President's
covering memorandum (attached) to transmit essentially a
report of the Paris meeting. This can be put before the
Board but obviously requires no discussion. There are

two changes in the text to adjust to this:

a) In Paragraph 6, to change (as noted in the text)
the recommendation not to pursue the $500 million
trigger at this point to a tactical statement of
Dank views.

b) Delete (as noted in the text) the reaffirmation of
the EDs in Paragraph 7. The Board is clearly on
regord; no reaffirmation is necessary, and discussing
it is not likely to be useful.

Attachments

ce (w/att.): Messrs. Gaud
Goodman
Wood
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May 6, 1975

MEMORANDUM TO THE EXECUTIVE DIRECTORS

SUBJECT: Report to the Development Committee by the Executive
Directors of the Bank on the Establishment of an
Intermediate Financing Facility (Third Window)

My memorandum to the Executive Directors of
March 5, 1975 (R75-39) described the principal features of
a Third Window proposal involving operations for one year
only and supported by an Interest Subsidy Fund financed
through voluntary contributions. This memorandum has
been circulated to the Development Committee for background
information. Pursuant to the discussion of this subject
by the Executive Directors on March 25, 1975, a meeting
was held in Paris on April 30, 1975, of potential
contributors to an Interest Subsidy Fund.

Attached is a report of the proceedings at this
meeting. I propose to forward this report to the
Development Committee to inform them of the current
status of discussions.

Robert S. McNamara

Distribution

Executive Directors and Alternates

President ‘

Senior Vice President, Operations

Executive Vice President and Vice Piesident, IFC
President's Council

Directors and Department Heads, Bank and IFC
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. s _ Report to the Development Committee on the Establishment of an
7 .77 Intermediate Financing Facility (or Third Window) in FYT76

1; The Develépment Committee invitea the Executive Board of the
Bank Mo undertake an immediate study of the concept‘éf 'Third Window?
lending by the Bank on terms intermediate between those of the Bank's
regular loans and those of IDA's concessional credits."l/ The possible
‘creation of a Third W&ndow in the Bank was discussedrby'the Executive_
Di%ectérs oﬁ January 21, 1975. From that discussion it bgcame evident
that there was considerable interest in esﬁablishing a Third Window
on an interim basis, to opefate initially for one year only ana to
i begin as early as possible in FY76. It was generally agreed‘that sucﬂ
- an early start for the Third Window.would only be feasible if countries
were willing to con§ribute to an interest.gubéidy arrangement on al |
voluntary basis and not as part of a negotiated burden sharing agregment.
A 2. 'Accordingly, a memorandum was prepared which putlinéd the
p}incipal features éf an interim Third Window operation supported by

voluntarj_ﬁohfributions to a specially created interest subsidy fund.g!

With the approval of the Executive Directors, this memorandum formed
the basis for a meeting on April 30, 1975 with potential contributors

to the interest subsidy fund.

Development Committee Press Communique, January 17, 1975.
"Establishment of a Third Window - An Intermediate Financing Facility™"
(R75-39 dated March 5, 1975). A copy of this memorandum has been
distributed to members of the Development Committee for information
(DC/75-7, dated April 2L, 1975).

L/
2/
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3. The meeting with potential contributors revealed a substantial,

wwoie- ... consensus on the following key features of the proposed Third Window:

(a) Beneficiary Countries. The chief beneficiaries of Third

. Window operations would be countries ﬁith 1972 per capita
incomes below $375 per annum and Within this group there
would be a significant concentration of assistance on
countries with per capita incomes of under $200. “Never-
theless, an element of managerial discretion would be

_retained so that the Bank could propose Third Window
lending to countries with somewhat higher per capita in-
s s A ; . '
comes on=tho-bas f=pereeived-neceds. Such lending v
should not alter the basic concentration of Third Window

_ lending on-the poorer developing countries.

(bj' Management Provisions. For an interim scheme of only

one year, there would need be no new administrative body.
The principles for allocation of interest subsidy funds
among countries woula be.agreed through informal con=-
sultation between the Bank's management and the various
contributing countries. Each Third Window 1oaﬁ would
then be approved by the Bank's Executive Directors in

the normal way.

o

There was only cursory discussion of the terms appropriate for Third
Window loans, the implication being that the proposed-l; percentage

point interest subsidy, 7 year grace period and 25 year final maturity
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were acceptable as-apprcdnebesrgaiduines~ior-tigechane . Most potential

contributors were satisfied that a one year program would not create

serious difficulties in relation to the Bank's borrowing requirements or

expose the Bank to undue risks in relation to its reserve position.

However, cne speaker‘felt that thése issues could only be satisfactorily
_considered by examining the financial implications of a continuing
Third Window operation. (A b;iéf note on this subject is attached as
Annex 1.) ’ -

L The major concerns expressed by potential cont%ibutors to the

interest subsidy fund were the following:

(a) Relationship of Third Wimlow to IDA. There was frequent

reference to the priority to be assigned to IDA as the
regulaf channel for the Bank Group's concessional
lsndiné activities. Many countrieslwculd in principle
have preferred an expansion of.IDA operations to the
creation of a'Third Window. Nevertheless, the .
iﬁp:acticality of supplementing IDA's resources in the
_jmmediate_future was widely acknowledged. Thus the
Third Window appeared to many as a useful interiﬁ sélﬁtioﬁ,
provided its implementation would not jeopardize the
prospects for a more permanent arrangement in which TDA

would play a primary role.



(b)

5.

3

Need for Widespread Support. Even in the absence of

a negotiated burden-sharing agreement, the contributions
of several countries-to the interest subsidy fund were
pledged on the understanding that there would be wide-

spread financial support for the proposal. The absence

‘of contributions from three or four of the Bank‘s

major shareholders was particularly noted in this

s

connection.

At the meeting on April 30, 1975, five countrigs announced

their support for the proposed interest subsidy fund in the following

amounts (subject in some cases to legislative approval):

. ‘Ooimt‘z_-z_ Amount Remarks A

Canada $10 - 20 million Exact amount depends on level of

o Sapld Arabia - 95 millden -ov et

Kuwait $20 million

' Third‘WEﬁdow lending and commitments
of other donor countries. Assumes
element of managerial discretion

47 uilocation.

Netherlands $20 million Amount might be reduced if scale of

Third Window lending is less than

$1 billion.

United Kingdom $10 - 15 million Assumes concentration on poorest

counvries and substantial support

from other donors.
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Taken tbgether, these statements imply a total of approximately $100

million in contributiong to the interest subsidy fund, provided there

is widespread financial support for the subsidy fund from other poteniial

donors and that lendlng through the Third w1ndow reaches a level of

about. $1 billion. Since a sublépy fund of $225 million is needed to

support $1 billion in Third Window lending on the terms specified,;/

this means that additional contributions of about $125 million are

required in order to reach the originai target figure of $1 ﬁillioﬁ in

additional commitmentd. _ . B |

6. While the level of contributions anndunced thus far is almost

sufficient to support a Third Window operation in FY76 of $SOO‘million -

a scale previously mentioned as the minimum aéceptable on administrative
welicated Fhat b would wep bc'&rfmpﬁk¥ﬁ

grounds - the-maﬂagemeﬁ%—ﬂf the Bank dneqmnah.naoommend,pureulﬁg_thls ro

minimal objectlye at this time for a number of reasons. First, the

recent reassessment of the capital requirements of the developing

countries over the next few yearsg/ suggests that acceptance of a level

of Third Window commitments substantially below $1 billion in FY76

.would be clearly incommensurate with the scale and urgency of the

demonstrated need for addltlonal agsistance. Second, a part of the

1/ The United Kingdom would be prepared to contribute a "substantially
-higher" amount if something like 50% of Third Window lending were
to take the form of quick-disbursing '"program" loans. For the time
being, it is proposed to leave open the question of what proportion
of Third Window lending would be program lending until it is clear
whether or not sufficient contribution will be 1orthcomlng to support
(less expensive) project lending.

2/ 'Capital Requirements of Devaloping Countrle 1975-1980" DC/75~10

dated April 29, 1975.
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$100 million in contributions already announced would almost certainly
be lost if the Bank were to accept a significantly lower target for -
Third Window lending. Third, a fairly modest level of contributions

from countries which have not yet made a final decision regarding the

' Third Window would still make it possible to reach the original goal.

Te In-lsght—of 21T these developmentsy—the-Exocutive-Dirertors
ofthe Bgy}gm&,gjg,l;w_tgﬂreaﬁﬂimﬂ}heiast-uppert—fnr*’bhe*efi‘or‘cs*’ﬁi‘”‘the'-uma
Bafi%lswmanaganent=to-secure~contriBItions Lo anr-interestsubsidy-Lfund.

in‘'an-amount totalling-approximately-$225-million-so=thatea-Thirds :

Window-may--cormenoe-operations.as..early.as.possible-in«FY76-withHthe~

objective of committing an.additional-$1*billich Gver €HE™following
-~ l2-amonthe., If thé.re are important further rde.velopmehts concerning
contributions %o thé'interesf. subsidy fund béi‘dr‘e the Deve_lopment
WCom:i;ttee:- meeting on June 12 -~ 13, 1975, a.sul;plementa:qr note on the

status of contributions will be circulated at that meeting.
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Mr. Damry Mey 6, 1975
Donald D. Fowler

Intermediate Finaneing Faeility (Third Window)

1. Mr. Cargilll has decided that he would like to convene a second
meeting of the Group on the Third Window (which met in Paris on April 30)
in the Bank's Conference Room "A" in Paris on Tuesdsy, June 10, 1975.
According to the present schedule, which I have checked with Mr. Anderson
of the Fund, there would be no meetings in the Bank's offices on that day.
As you know, the Interim Committee will begin its meeting on June 10 in
the International Conference Center in Paris and the G-10 Ministers will
meet at a Breakfast Session on the same day.

2. Mr. Capbert has checked with My, Moyens who confirme that he
would be able to contract for the services of additional interpreters
for this purpose, provided a firm date of the meeting is established now.
We of course, will have to check with the Paris Office to be sure that
at least the minimm services can be provided in Conference Room "A"

et that time. This will be done by cable tonight.

, Who confirmed the above information on behalf of
Mr. Cargi of the opinion that the meeting will probably not be for
; he morning of June 10.

- QJC

DDFowler:nsp



TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT INTERNAT|ONAL BANK FOR I INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT j?RPORATION .
m?_ji<4 fﬂ%jﬁuiﬂ{fwf
FFICE MEMORANDUM ., .7 5.0
Mr. Robert, S McNamara g DATE: May 5, 1975

William S. Gaud ‘zs

Third Window -- Australia
Your Meeting with Prime Minister Whitlam

Some time ago you suggested that, following the Paris meeting,
| talk to Bruce Cheek about the best way to handle the Third Window
when you see Prime Minister Whitlam Wednesday. | did so this morning.
Mr. Green was also present at our meeting. They told me that, as far
as they know, the Australian Government has still not decided what to
do about the Third Window.

Although Bruce Cheek was at the Paris meeting, the Australian
Delegation was headed by Mr. Hoggett, of the Australian Embassy in
Paris. He described Australia as an interested listener which had
not yet decided upon a course of action. He went on to say, however,
that the proposal raised a whole series of questions on which
reassurance was needed. These included additionality, effect on IDA,
effect on the Bank's capital structure, the Bank's ability to borrow
the necessary funds, the ability of the poorer countries to borrow on
Third Window terms and the balance of powers between the Bank Board
and contributors.

The real truth, as you know, is that the aid people are in favor
of contributing (and their thinking is in terms of $10 million) whereas
Mr. Stone and his cohorts are being sticky.

Bruce feels that the following points should be stressed when
talking to the Prime Minister:

-- the very real need of the LDCs for additional capital
resources at this time

== many important projects with a high rate of return will
not be able to go forward unless they can get additional
resources

== Third Window loans will be additive and will therefore
enable these projects to move ahead

-- our present Third Window proposal is for a period of
one year only, and therefore has no effect on IDA



Mr. Robert S. McNamara -2 - May 5, 1975

-- since IDA is our top priority, IDA V and a possible con-
tinuation of the Third Window will be discussed together
and everything possible will be done to see that the
Third Window does not interfere with raising as much
IDA money as possible

Cheek does not believe that Australia has any budgetary problem.
Its aid program for the fiscal year beginning July 1, 1975 will be
approximately $100 million higher than this year's program,and he is
quite certain that the total amount of the increase has not been com-
mitted. He also says that Australia made a $40 million contribution to
the UN Special Fund this year and there will be no similar jtem in next
year's budget. Under all the circumstances he considers the $10 million
figure being considered by Les Johnson, the Australian aid man, as being
well within the ball park.

Cheek made one further suggestion. He says that Sir John Crawford
has been in Australia more recently than either he or Green and that you
might want to talk to him to see if he has any up-to-date news about the
situation in Australia. Query, however, whether he would know anything
about Australia's attitude toward the Third Window.

cc - Mr. Cargill
Mr. Stern

WSGaud :dbs
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OFFICE MEMORANDUM i

TO:  For the Record DATE: May 2, 1975

Tz e Wikbuw” .

- CVBR- JH/28 A Empas
L -SEC-fo44 A V7

J ] [l C ST
FROM: Saad S. El Fishawy ——>< « o &C T S‘& c;»cov*

SUBJECT: QATAR: Capital Increase and "Third Window"

In a meeting to-day with H.E. Abdullah Saleh Al-Mana, Ambassador
of Qatar, upon his request, he asked me to explain to him the proposed
capital increase and "Third Window" lending facility. I did.

He also asked me to send him notes on these subjects, since he
needs to write to Doha about it. I sent him copies of the briefings,
in English and Arabic, on the "Third Window', capital increase and
Borrowing Program 1976.

SE1Fishawy/rh

e ‘ Messrs. Cargill
Kochman
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Mr. Robert S. lMcNamara,
President of

International Bank for
Reconstruction and Development,
Washington, D.C. 20433,

U.5.A.

Dear Mr. McNamara,

Thank you very much for your letter of 23rd
March 1975, and deeply sorry for delaying the reply
due to sudden circumstances, which past over our country
during the last period.

I was pleased to have met you in Riyadh, and
for the fruitful engaged discussions. I avail nyself
of this opportunity to express my sincere gratitude for
your strong support in helping the development countries
to carry out their programmes. I am also greatful for
the efforts extended by you to our country, in the role
of its technical assistance programmes, and for your
immediate response for them.

As regards,the Third Window Programme, I would
1ike to confirm that, our Government strongly gsupported
the Third Window, as I have already stated that to you
during your recent visit to Riyadh.
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Ministry of Finance and National Economy

RIYADH (GO 2N 1))

An invitation received to us, calling
to attend a meeting'of prospective donors to the
Third Window in Paris, Government of Saudi Arabian
Monetary Agency shall attend this coming meeting,
with a full authority to share in its contributions.

Once again, I would like to express my
warmest thanks and my personal wishes.

Sincerely,

Masa'ad Bin Abdulrahman
Minister of Finance and
National Economy

Ifti.
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- GOYERNMENT OF ABU DHABI

FINANCE DEPARTMENT
P. 0. Box 248
Abu Dhabi

United Arab Emirates
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FINANCE Abu Dhabi

- 2221 ADFTH AH

CONF/91

Mr. Robert S. McNamara,

President,

International Bank for Reconstruction

and Development,
Washington D.C. 20433,
UOS'A.
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19th April, 1975

Many thanks for your letter of the 9th April.

I have shown your letter

Mohammed Habroush and as

I expect you know, the UAE has been invited to send a

representative to the meeting to be held in Paris on the

20th April.

We have had to make reductions in our overall

aid programme for 1975 in the light of our revenue position

but I hope that we will be able to fit in some contribution

to the "Third Window!".

/ ZL;C&U {y{kiff

/£m£r1{g£
LL} gLiLw{/- jjﬁgLf
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Director General of Finance
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OFFICE MEMORANDUM ™ ’ =
TO: Files DATE: April 18, 1975

FROM: Raymond J. Goodman r

SUBJECT: Discussions in Tokyb on Third Window

The principal meeting took place at the Ministry of Finance on
Tuesday, April 15, with the following:

Masataka Okhura - Director General, Int. Finance Bureau

T. Sagami - Deputy DG, IFB, in charge of aid

J. Sawano - Director, Multilateral Aid Division, IFB
and two assistants.

Aritoshi Soejima and I later called on Vice Minister Yoshida to
explain the proposal, on which he appeared not to have been fully briefed.

Mr. Okhura stated Japan's objections to the Third Window very
frankly:

1. Interest subsidization is bad in principle. Japan had experience
of it after World War II, and Western countries may not be aware of its
dangers. "It's like opium" - donors come to think they can do a lot with
a little, while the LDCs get used to borrowing money cheap. (He was not
impressed by the point that conventional Bank loans are also cheap) .

2. Japan might have taken a more favorable attitude if the scheme had
been only for one year, but they fear that (like opium) it will become a
habit. From that point of view, our information that Germany would strongly
support the scheme for a period of years, although encouraging in one semse,
also had the effect of confirming their fears. Curiously, the voluntary
nature of the contributions is also seen as a disadvantage, as it will put
political pressure on Japan. An emergency, one-year scheme with contribu-
tions determined according to some acceptable formula might have had a
better reception (presumably because it would be easier to sell to the Diet).

3. The proliferation of aid sources is confusing and tends to dissi-
pate efforts to raise aid funds. What is the relationship of the Third
Window to the proposed Trust Fund, for example, to which Japan would also
be expected to contribute if it is established? The former Bank strategy
of having two sources only (Bank and IDA) which could ,be blended to meet
all types of situation, was much to be preferred. These new sources would
tend to undercut support for IDA, which last time passed the Diet without
opposition. (Although I explained that the Development Committee and not
the Bank was the originator of the two proposals, I was left with the
impression that the Bank should have refused to take them up, or at any
rate should have found them unfeasible).

4. If there is a need for more aid for the LDCs (about the only
point they did not dispute, although they had not yet received the paper
on "Development Needs.....", a copy of which I left with them) then the
Bank should be putting great pressure on the 0il Surplus Countries to



— B

join IDA 4. The argument that joilning the Third Window would help accustom
the 0SCs to giving concessionary aid and prepare them for IDA 5 thev found
unconvincing. Tt was more likely to persuade them of the advantages of
interest subsidization.

S If the 0SCs could not be persuaded to put up money for IDA &,
then the Bank should finance the Third Window from its own ample profits
or reserves. While they recognize that the Bank wants to build up the
maximum reserves in order to delay the timing of a capital increase, they
would be prepared to have the Bank begin discussions on that matter at any
time.

6. They would have preferred to have the Paris Meeting on the Third
Window at the end of May rather than the end of April, after the G 5 and

G 10 meetings, by which time the prospects of the Trust Fund could be
assessed more clearly (in any discussion of the Third Window with the Diet,
the Trust Fund will also have to be mentioned). However, they recognize
that we have to report to the June meeting of the Development Committee

and that an April meeting on Third Window is therefore unavoidable. They
will send a representative, but he will be from Europe (possibly OECD).

We stressed the importance of having a senior man from Tokyo and Soejima
will continue to work on this.

Evaluation: The occasion of my visit gave these officials - who will
have to carry the brunt of the argument with the Diet - an opportunity

to let off steam. However, some of their concerns are undoubtedly genuine
and I have therefore rehearsed them at length. Basically, they are unhappy
about going to the Diet for a few million dollars in support of a scheme
they feel to be of dubious merit. They had planned their major effort for
IDA 5 on which they feel Japan should take the initiative. From this
point of view, the prepayment of Bank loans at low interest, which I
explained briefly,will probably prove attractive. Soejima will follow-up
on the basis of the loan by loan calculations done by P & B, which I left
with him. Prepayment of outstanding loans does not need to be reported

to the Diet.

In the end they will most certainly join the party, provided
the major Europeans do, but cannot make a committment until the next
fiscal year beginning April 1, 1976, owing to the faet that all con-
tingency funds, which might have been used for the purpose, will be
absorbed this year. They may hold their decision until they meet Mr.
McNamara at the Annual Meeting. Soejima feels it will be important for
Peter Cargill to visit Tokyo after the April meeting to press for an
earlier decision.

cc: Messrs. McNamara
Knapp
Cargill
Adler
Gaud
Stern
Soejima

RJIGoodman/rf
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FOR GUETTA -- EEEEEEMREXXX  REURCAB CONCERNING THIRD WINDOW.

THIS EXERCISE WAS CARRIED OUT IN VERY SHORT TIME UNDER INSTRUCTIONS

RECEIVED FROM DPS AND WITH ONLY A MINIMUM OF CONSULTATION.

T DOUBT THAT ZAIRE!S ELIGIBILITY OR NON ELIGIBILITY WILL BE DETERMINED

BY RESULTS THAT EXERCISE AND BELTEVE THAT QUESTION WILL BE REVIEWED

IF AND WHEN THIRD WINDOW BECOMES A REALITY. EVEN IF TIME PERMITTED

I DOUBT THAT CONSULTATION WITH RMZ ON THIS MATTER WOULD HAVE CHANGED
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DISCUSSED DURING YOUR FORTHCOMING TRIP AND WILL, THEREFORE, DEFER PREPARATION

MEMORANDUM YOU REQUESTED.

REGARDS
SCHOTT
INTBAFRAD
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AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME SGSchott cct Mro Mo Ho Wichen
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(FRANCE)

o )\

WILL CALL YOU ON MONDAY TO REPORT IN MORE DETAIL ON MY
CONVERSATIONS IN BONN WHICH ON THE WHOLE WERE QUITE POSITIVE
(STOP) DURING TRIP I CAME ACROSS TWO ITEMS WHICH XW I WOULD
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AGREED SUPPORT GOLD BASED TRUST FUND (STOP) CONSIDERATION
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PREPARATORY WORK PARIS JUNE MEETING (STOP) ANY INFORMATION
THIS SUBJECT ALSO MOST WELCOME

REGARDS

STERN
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DEPARTMENT DIRECTORS' MEETING

Board Room, April 7, 1975, 10:00 a.m.

Present: Mr. McNamara (Chairman), Vice Presidents and
Department Heads

ESTABLISHMENT OF A THIRD WINDOW

Ls Mr. Stern reported that, at the Board Meeting on March 25, the
Executive Directors had reacted favorably on balance to the President's
Memorandum on the establishment of a "Third Window". During the discussion,
and through conversations outside the Board Meeting, there were reasonable
indications that it should be possible to raise the necessary voluntary
contributions to bring the Window into operation for at least the proposed
one year initial period, hopefully beginning on or about July 1, 1975.

24 The Memorandum had proposed the establishment of the intermediate
financing facility to augment the Bank-IDA lending program for FY76 by

a total of $1 billion. The terms of lending would be approximately 25 years
with a seven year grace period and an interest rate 4 percent below the Bank
rate. These terms would yield a grant element almost mid-way between Bank
loans and IDA credits. An interest subsidy fund of $225 million would be
needed, and it was proposed that contributions be on a voluntary basis among
Bank members. '

& At the Board Meeting offers of support had been forthcoming on behalf
of a number of OPEC countries ($90-$100 million), the United Kingdom ($12-$15
million) and the Netherlands (320 million), and indications, in varying
degrees of assurances, from some other countries. Only the US had made

clear that they could not contribute to the first year of the operation,
although prospects in the case of some countries, notably Germany and Japan
and some Scandanavian countries, were also uncertain.

4. The Bank had invited potential contributors to a meeting in Paris

on April 29-30 to firm up the financing plan. Thereafter a revised paper
would be submitted for Board consideration and a status report prepared for
the Development Committee at its meeting early in June.
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5 The Window would provide $1 billion for countries with per capita
incomes below $375 a year. However, these countries would not be the only
beneficiaries, since in some countries Third Window funds would replace
Bank lending. Because of the "ripple effects" of Third Window lending,
approximately one-third of the net increase of $1 billion in loanable
resources could go to countries with per capita incomes above $375.

6. The paper proposed establishing the facility for one year, pointing
out that during this time a number of major issues would have to be decided
before the facility could become a more permanent feature. These included:
whether and for how long it should continue; the relative contributions of
Bank Group members to the subsidy fund; the impact of Third Window lending
on the Bank's creditworthiness and its reserve targets; the implications for
the timing of increasing capital subscriptions; the management provisions
and the relationship of the facility to other resources available to the
Bank, particularly IDA contributions.

Za The Chairman added that some Executive Directors had expressed

concern that efforts to mobilize resources for the Third Window might weaken
support for the IDA Fifth Replenishment. Although he, himself, did not share
this concern, it would clearly be in the minds of some member governments.

UNTIDO CONFERENCE

8. Reporting on the Second General Conference of the United Nations
Industrial Development Organization (UNIDO) in Lima, Peru, from March 19
to 27, Mr. Fuchs said that the Conference (which some had described as the
"World Conference on Industrialization'"), had concerned itself mainly with
a draft "Declaration and Plan of Action on Industrial Development and
Cooperation" prepared by the Group of 77 developing countries. The debate
had focussed on the two following central proposals:

(a) Noting that developing countries with 70 percent
of the world's population generated less than
7 percent of the world's industrial production, the
draft Declaration called for an increase of their
share to at least 25 percent of the total world
industrial production by the year 2000; and

(b) The draft Declaration also called for the conversion
of UNIDO, currently an integral part of the UN
Secretariat, into a specialized agency.

9. Discussion of the first proposal centered largely on whether the

25 percent target was realistic or feasible. The Group of 77 stressed that
the figure was less significant as a quantitative target than as an indication
of what could be achieved if all countries worked together towards such a
goal. There had been no preliminary work by UNIDO or the delegations to

the Conference on the implications (e.g. capital flows or basie policy

changes required, etc.) and the discussion tended to be somewhat confused.

The Bank's own estimates suggested that, without major fundamental changes,
the developing countries were unlikely to increase their share to much

more than 11 percent overall by the end of the century. Some developed



countries objected to the very notion of a specific target. However, after
considerable debate, a formula was adopted without a vote that the share of
the developing countries "should be increased to the maximum possible extent
and as far as possible to at least 25 percent of the total world industrial
production by the year 2000".

10, Discussing the second proposal, the Group of 77 argued that making
UNIDO a specialized agency would give it more financial and administrative
autonomy and enable it to fulfill a more effective coordinating role. Many
industrialized countries expressed doubts but several agreed not to oppose
the move if the practical gains could be demonstrated. Others felt that
the change would weaken the coherence of the UN system and add to the
problems and costs of coordination.

Tl This question was also not put to a vote. The Secretary-General of
the UN and the Director-General of UNIDO were asked to submit draft statutes
of the specialized agency to the next UN General Assembly.

12, Although efforts were also made to avoid a vote on the remainder of
the draft Declaration this proved unsuccessful and the Declaration and Plan
of Action was finally adopted by a vote of 82 in favor, with 1 against

and 7 abstentions.

13. Other major issues which were adopted and voted upon included:

(a) An assertion of the inalienable right of every state
to "exercise freely its sovereignty and permanent control
over its natural resources and overall economic activities
for the exploitation of these resources in the manner
appropriate to its circumstances, including nationalization
in accordance with its laws as an expression of this right".
The developed countries pointed out that this was not
compatible with the intention cf increasing investment
activities (particularly by the private sector) in developing
countries. It was approved by 71 votes in favor, with
10 against and 11 abstentions (the latter all developed
countries);

(b) An assertion of the need "to establish a just and equitable
relationship between the prices of developing countries'
exports of raw materials, commodities and manufactured
and semi-manufactured goods and the prices of their
imports". This was adopted by 74 in favor, with 6
against and 13 abstentions (the latter all developed
countries).

14, The Plan of Action also called for the creation of an Industrial
Development Fund to support UNIDO activities by increasing its resources

and enhancing its autonomy and ability to meet the needs of its developing
countries. The size of this fund might become important if UNIDO became

a specialized agency and if the industrial countries either opted out of
membership or fixed their financial support below their current contribution
to the UNIDO budget, which was based on the UN cost-sharing formula. Although



some countries felt that UNIDO might have access to funds not now available,
some industrialized countries said that this should not be assumed.

15. Although the outcome of the Conference was largely limited to the
adoption of the Declaration and Plan of Action, the debates, negotiations
and votes were seen as foreshadowing developments at the forthcoming

Seventh Special Session of the UN General Assembly next September. The
developing countries considered the Lima Conference as a station on the

road to the Seventh Session, which would review implementation of the
decisions of the Sixth Session on the establishment of the new International
Economic Order. As in previous recent UN meetings, the developing countries
tended to be well organized and to present a united front.

LONG-TERM CAPITAL REQUIREMENTS OF DEVELOPING COUNTRIES

16, Mr. Holsen reported on the study prepared for the Development
Committee's June meeting on the long-term capital requirements for reasonable
growth in the developing countries. This study, part of the Bank's continuing
work on capital requirements, brought together information available from

the Bank's country economists, commodity specialists, the DAC and the OECD,

in an attempt to estimate the capital requirements of the developing countries
to maintain a reasonable rate of growth in the remainder of the decade. The
target -- an annual average growth rate of 6 percent -- included growth rates
of 4.5 percent annually for the poorer countries and 6.5 percent for those
with per capita GNP of over $200.

17 The preliminary findings indicated that, for the 40 Sample Panel
countries studied in detail, the requirements amounted to $50 billion
annually for the next five years. This compared with an estimated supply
available to these countries averaging not more than about $29 billion
annually.

18, The prospects for the developing countries had been seriously

affected by the adverse movement in their terms of trade and the loss of
markets as a result of the recession in the developed countries. Even under
favorable assumptions on economic recovery in the industrialized countries,
the developing countries' terms of trade in 1980 were likely to be 10

percent below the levels of 1967/69 and even further below their level
immediately before the increase in petroleum prices. This represented a

very significant loss of income to the developing countries. The achievement
of a 6 percent average growth rate, even if feasible, would necessarily involve
more than increased levels of official assistance. It would also require
more rapid export growth and improvements in debt management, both of which
would be necessary to strengthen creditworthiness and thus permit the private
financial markets to play a larger role than in the past.

19, In 1974 the low income countries had growth rates of 2.5 percent
annually (or zero per capita) while middle and high income developing
countries, by dint of a tremendous increase in borrowings, had growth rates
averaging /.1 percent. The poorer countries were expected to do somewhat
better in 1975, but the middle and high income countries were expected to
slow down to around 5.5 percent because of the adverse movements in their

terms of trade and the need for national authorities to follow more restrictive
policies.



20, On the basis of present expectations regarding the availability

of capital in 1976 through 1980, the middle and high income countries might
be able to maintain a growth rate of about 5.3 percent if the industrialized
countries recovered rapidly from the current recession; the average growth
rate could fall back to about 4.5 percent if the industrialized countries'
recovery proved slower. The poorer countries might achieve a 3.4 percent
growth rate on the former assumption and 3 percent on the latter.

21, Present estimates were that economic assistance from cfficial sources
would increase from $26 billion in 1975 to $34 billion in 1980. OPEC
countries were expected to provide almost $10 billion annually during this
period. Net official flows from DAC countries were expected to rise from
$14 to $22 billion; as a percent of DAC GNP, this would be a decline from
.38 to .29 of one percent. The net capital flow from private sources to
non-oil exporting developing countries was expected to increase from $15
billion in 1975 to $22 billion in 1980. These figures represented net
disbursements in current terms; their real value would be reduced both by
the rising interest burden and erosion from inflation. The net flow of
resources to the developing countries, measured by the real level of goods
and services financed after taking account of debt service, seemed likely
to decline from present levels. This, combined with the adverse shift in
the terms of trade, made the outlook particularly difficult.

22, The Chairman stressed that the study was a very preliminary one and

had still to be tested against the conclusions of each Region; this input

would be sought in the months ahead. However, on the basis of the studies

and the assumptions of a large increase in ODA in current prices, which

might well prove over-optimistic, the results pointed to a situation in

which several hundred million people in the developing countries would not
achieve any increase in their per capita incomes over the next five years,

The study also suggested a need, among other things, to pay increased attention
to the prospects for increasing export earnings by the developing countries.

LENDING TO CHILE

23. The Chairman, reporting that consideration of a loan to Chile had
been deferred, said that this had been done to enable the Bank to obtain

a better idea of Chile's prospects for obtaining the minimum capital inflow
required this year to avoid an economic breakdown.

24, The Bank was precluded from taking account of political factors in
decisions about loans or credits. It did not, and had not, taken these into
account in its dealings with Chile. However, on an economic basis, certain
questions about Chile's creditworthiness had arisen, following the cancellation
or deferral of the Paris Club meeting on March 24 on debt rescheduling. In
particular it was important to ascertain whether the capital flows that Chile
required would be forthcoming this year.

i It was hoped that the answer to this question would be available in
reasonable time. The Bank would not require that there be a meeting of the
Paris Club before taking action, but would require a better estimate than
was presently available about Chile's external assistance prospects.



ADJOURNMENT

26. The meeting adjourned at 11:15 a.m.

M. P. Shivnan
Secretary
Department Directors' Meeting
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UNITED ARAS EMIRATES: Mr. McMamaza's Visit — March 15, 1975

Summary of the Mheting wizh H.H. Shei&h.ﬁamdanAIbn Rashiﬂ Al Eastoom,
Ceputy Prime Minister and Minister of Finance, Economy and Industry.

. Others present wera Messrs. R.J.lgcott, Hapaging Director, United
Arab Emirates Currenmcy Board, Sadek A. Wissa, Director General, Ministry -
of Finanece, Economy and Industry, E1 “ishawy and Eurmestar._

, Mr, 1 cHamara explaineﬂ tha purpasa of his visit and alaborxtud on
each of the three topics he came to discuss, in the same way as he did
 previously in Kuwait, Saudi Arabia and Qatar 1l/.

1 -~ Capital Increase:

Mr, McNawara explained that here the Bank was responding to a wish -
sxpressed by Minister Habroush to Mg, Cargill, when he visited Abu Dhabi -
last December, for the increase of the OPEC countries' role im the Eank
Croup, Minister Al Maktoom sald that the UAE was grateful for the Bank's
sositive response and asked Mr., HcMamara to go zhead with hls efforts to
negotiate sa Increase in the voting power of the OPEC countrias to 152.

2 = "Third Window"™:

Mr, M¥oNamara alaborated on the compaelling reasons for introducing
this intermediary landing facility, The Minister inquired about the pur-~
poses for which the additional one billion dollara would be lent., 1lr.
MeMamara explained that the wmoney would be used almost exclusively for
projects designed to increase the productive capacity of developing
countries with the emphasisz on food production, He stressed that the
Bank was not a charity orgamizatiom, but a "hard-headed” investor. The
Ministar said that he supported the "Third Window" acheme in principle
and that the Couneil of Ministers would consider very shortly the Bank's
request for 2 20 million dollars contxibution.:

; £

3 - Borrowling Program:

Mr, Mclamara explained that the Bank borrows at commexcial rates
from surplus capital markets. The maln source up to 1968 was the U.S,
market; then Cermany starting from 1969 snd then Japan starting from 1971.
Lately and for the coming y=ars, thers have been and would be trade surplus
balances in the OPEC countries and the Bank would continue to borrow from
them. The total borrowing program of the 3ark's ¥Y1976 would be about

1/ Cf. my memos on Summaries of Meetings in Xuwalt, Sakdi Arabia and
Qatar on March £, 11 and 13, respectively. '
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. four blllion dollars, aad borrowings from the UAE at the level of 300
millfon dollars® eguivalent have been included.

Tha Minlster said that
the UAZ 'will not be stongy” with the Bank, He would like, however, ©o
postpone the decision on specific rransactions till the end of April,

shen the outlook of il revenues would become clearer. He asked in what
currency the Zank would be bervowing. HNr. lciamara said either in dollars
or in a basket of currencies equivaleat to SDR's. . i
8 e

SE1Fishawy/rh

ce:  Messrs. Mcilamara -

Enapp
Cargill
Benienk
Fochman
Burnester
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Saad S. El Fishawy

Qatar: My, McMamara's Vigit — March 13, 1975

Suzmary of the Meeting with H.E. Sheikh Abdul Aziz Al-Thani, Minister
of Pnpance and Peatroleum P S S e '

Others present were Mesars. Abdul Kadir Qadi, Director of Finencial
Affairs, E1 Fish and Burmester. = : '
’ ‘ A 5 S
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Mr. McNamara explained the purpose of his visit and elaborated on '
each of the three topics he came to discuss, in the same way as he did
previously in Ruwait and Saudf Arabia- 1/.° liltighimipilihgi g i

S - o0 B Yo taent

1 - Capital Increase:
iy, Mcdamara emphasized that this issue is not a financial one.
He would try hard to negotiate an increase from 5% to 15% in the veting
power of OPEC countries to reflact their newly acquired economic strength -~ -
and assert their pesition in the new economic order. ' He could mot even ;
start before being assured that this is ' the wish' of the OPEC countries
and thar they would subscribe to the special capital increase that would
e nifered to them. IHe pointed out that the results could not be guaranteed
since the other member countrias which presently have about 95% of the - .
oting power would have to give up their pre-emptive right in order to enable
PEC countries to increase their relative voting power by the additional 10XZ.
The Minister asked about the outcome of Mr. McNamara's meetings "
Zuwait and Saudi Arabia and with whom he had met. Mr. McNamara informed
the Minister about the weetings he had just completed in Kuwait and Saudi
Arabia. The Minister stated that he is in full support of the increase in
the voting power of OPEC countries to 13Z and that he would prepare a
working paper and a plan of action to be presented to the Ruler and- the
cabinet soon. ' ' Wbl " SR 2 ERABAF LY

>

2 - Third Window: Vi, el SRLCRaERe iy S8 196, st B0 JACRED
 Mr. McNamara described the adverse circumstances with which-the least
developed and poorest countries were faced: draught, increase in fertilizer
and food prices, inflation, increase of import and oil prices, recession in
the developed countries and decrease in volume and prices of exports of the
developing countries. Hr. McNamara axplained how the "Third Window" scheme
was designed to enable the Dank to inerease its lending by am additional one
Lillion dollars, Theaze funds would ba used to assist iln financing economic
development projects. He stated that Kuwait and Saudi Arabia had expressed
strong support of the "Third Window"” and that Xuwait has indicated that it
was prepared to contribute 20 milllon dollars or more to this scheme, The

1/ CE. my wemos on Summaries of Meetings In Kuwait and in Saudl Arabla on
March B a2nd 11, respectively.
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Bank was in touch with other OPEC and OECD countries. The Vaoited Xingdowm,
the Netherlanda and Cenada had announced thelr support. ¥r. Medamara ex-
pressed his hope that Qatar would contribute 15 willion dollars to this

intermediary leanding facility.

The Minister felt that the plight of the poorest should be reliéved
by both QECD and OPEC countries. lie stated that Qatar was experiencing a
reduerion in oil production and that it has made very alzasble committments

towards bilateral aid. ©OECD countries should comtribute more in relieving

the plight of the poorest countries. Oatar is just starting to he in a
position to develop itgalf. Twenty years ago when they were among the
pooxyast of the poor, auhody cared to extend any help to thew. Mr. licamara
explaiped that the emounfs proposed for contributioms to the "Thizd Window"
did not reflect any burden—sharing formulae and were envisaged as an ex-
peditious way of zetting the scheme started scon on a voluntary basis. tfle
snformed the Minister of the Bank's plan to get the Executive Directors’
agreement .in prineiple to the scheme on March 25 and of nolding a meeting

of the prospective donors some tize in April. The Dank was aiming at getting
the scheme operational and commencing lending under it at the beginning of
the Bank's FY1976, which started July 1, 1975. The OECD countrles contributed
sbout 1.5 billion dollars a year to IDA. Qatar’s past sufferings should make
the ceountry mora sympathetic rowards the plight of others.

The Minister asked how long was +his scheme to be for, and lr. MeHamara
said rhat it was designed for only one year. The Miniaster alse inquired about
who would the Leneficiaries be, and Mr. Hcdamara aaid that the “"Third Window"
sans would be extended to countries with a per capita incowe of less than
73 dollars a year. The Minister sald that he perscnally supported the
stablishing of the "Third Window" and that he would present the request
to the Rular and would let the Bank know as soon 23 possible.

& L b

3 - Borrowing Program:

_ p. MeMamara explained that the Bank horrowed from surplus capital
markets at commereial rates., Up to 1568, 1t used to borrow mainly from
the Unised States market. After that it borrowed from the Cerman martket
and then from Japan. It had also been borrowing for the past few years from
OPEC surplus countries. For the Bank's FY1978, borrowing from Qatar at the.
level of 100 million dollars had been included. The Minister sald that im
their budget they have included 200 williom dollars both for the IMF and
the Bank combined. With regard to specific transactioms, he would like to de-
lay this for 3-4 months. Thelr financial situation would become clearer by
that time. : '

3E1Fishawy/rn

ce: HMassra,. Hedamara
Enapp
Cargill
Benlenk
¥ochman

Burmester
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Saad S. Bl Fishawy

IMITED ARAB EMIRATES: My, McNasara’s Viait — Mayeh 15, 1375

Summary of the Meeting with H.Z. Sheikh Ahmad Xhalifa Al-Sweldl,
Miniscer of Forsign Affairs ' '

QOthers pzesent'wn:e sheikh Soroor Ibn Hamdan, Vice Chairman of the
Abu Dhabi Fund for Economie Development, (higf of Protocel and Director
of rhe Power Department, and lessrs. 21 Fishawy and Burmester.

© Mr. HeMamara explained the purpose of his visit and slaborated on
pach of the three topics he came to discuss, in the sme way 2as he did -
sreviously in Kuwait, Saudl Arabia and Qatar 1/.. ' P

k.— Capitél incraasa:

o

winister Al-Sweidi thanked Mrx. lMcHamara for his afforts and sald that
giving a bigger and more Importamt »sle to OPEC countries In the Bank was -
only "jusz and right". The Tnited Arab Emirates could be countad on as a
strong propoment of the spaclal capital ineresase for OPEC countries. e
inquired how =ffective an Increase up to 152 would be., Mr, McHamara ex-—
plained that this Incraase would be only one step in the directiom of in—
creasing the power of the davaloping countries in the Bank. After such
sa increasa, the develcping countries ineluding the OPEC cowatries would
have about 34%Z of the voting power in the Bank. If to this were to be added
shout 32 or 9% of Furopean countries, which quite often votad on several
issues along the same lines as the devaloping countries, such as the NHether—
iands spd the Tordic countries, a majority would be reached.

2 =  "hird Window":

| i, Ministar Al-Sweidi said that the UAZ has axtended large smounts of
i ' aid to the developing countries. Thay fzel that they have overcomsitted
g . themselves. TFor this, they have been sccused of being the "big spendera™.
! Bur the UAZ was doing all this out of a feeling of moral committwent to-—

- _ wards the developing world of which they fsel they are a part. He sald
'i . ~ that tbe UAER hud no salfish motive in doing that. It was a swmall countxy -
3 ﬁ whish had no political amibitions and had no indusirial expoxis to pro—

; mote through aid. He added that this sympathy wich the developing countries
3 could be attributed to the Ruler, who is deeply convinecsd of the need to
asaist the poor. He stated that he supported the "Third Yindow" scheme
and hoped to obtala the sppreval of the governmeat om it soon. -

e S

3 —-. Borrowing Prograal

Minisrer Al-Sweidi said that tha UAE supportad the Bank's efforts
and would continue lending to the Bank. He wanted to know whether Mr, Butter

A

1/ Cf, my nmemos on Summaries of Meetings in Xuwalt, Saudl Arabia and Qatar
on Mareh 8, 11 and 13, respectively.
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la to the Bank for FY1975. El Pighawy said
that Mr. Butter had expressed strong interest particwlarly in lending
in a Basker of currencles sqguivalent to SDR'g.

Shelkh Sorocor said that he appreciated that the Bank was sending
‘a pawer axpert to look into their power sector and inguired whether a
power axpert from the Bank could bhe seconded 2o hia department for a
year ox two, - Mr., Hcliamara asked El Fishswy to follow up on this raquest
in Washington and inform him of the outcome. ; '

SE1P{shawy/th

Fod ke Mesars. HMciamara
; 0y Fnapp
Cargiil
Benienk
Rochman-
Burnester
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i3 Exeellency

Salf Chobasb

Hinister of State for Foreign Af{airs
Viniastey of Forelgo Affairs

tsu Dhabi, United Arvab fwmirates

Dear Mr. Hinister:

t was a great pleasure to meet with you in Abu Thabi. I want
ank you for all the kind hospitality extended to me during oy
in the United Arab Twmirates and for the gracious dinper receg-
o

T would like to confirm here wnat I mentioned to you durlng our
weetings that in Huwalt we found strong support for the three main
nolants we discussed there with i.H, the Crown Prince and Prime MNiodster,
chaikh Jaber al-ihmad, and H.E, the Minister of Finance, Abdul Raman
alim Al-Atesgy. They walcomad the proposed iacrease in the vot.ag
ower of, and required increase of capital subscription by, the OPEC

to;my

O

countries to 157, They ware siTong Suppoxiers of tha "Third Uindow"
leniing facility and indicated that Kuwalt is preparad to eontribute

st least 20 million dollars to this facility. ¥e are hopaful, howevar,
rhat Suwalt will contribute its full share of 23 wmillionm dollars. They
2iszo supportad the Bank's borrowing program and indicated substential
financial participation in 1. e plan to start negotilating specifiic

Lorrowing transactions in Huwalt by next June.

In Snudi Arahia we also found strong support from the vinister of
Finance, H.H. Frince Mosaed Iba ibdel-Rahman, and the authorities there,
at the highest level, for the thres wain soints we discussed with then.
They wera in favour ol tha increasa of the voting power of tha OPIC
countries to 15%. They further supported the "Third Yindow" lending
facility and the Bank's borrowing program, indicatinz atrony financial
participation in each. The exact amounts will be determinad some tim
in April with regard to the "Third Window" and in July with regard to
the borrowing progras.

o

L}

w

In Tohka, we ware pleased to find the save spirit of support for
both broposals.

Furthermore, we ars at present angaged in dincussions witi Vene-
»uela aad Iran with regard to the inecvease of the woting power of QPLEC
couatrias. We are alse discussing with them aad with sevaral QECD
countries the "Third Wilndow' propesal.
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¥ - rz 1 mentioned Lo you, we hope to bz shle to convane a mewcing,
{ srobably in EBuxope, of the srospactive donors o the "Thizd Window",
53
o

0] e 4
the snd of thia wmonth.

mee azain I would
walcona and tha haosnita
Th .'-J;:) 4 »

ike o axprass &y warsmeat thanks for the
£ z my stay in Abu

fria
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St Mr, Melamara's Office (2)
¥r. Cargill
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Mr. Johao Butter
¥indstry of Finaunce
Abu Thabi, inited Avab Tuirates

Dear Mr. Butler:

I want to thank you for vour kind hespitality ard for the most
agant luncheon you extended to we and my associatss at your howme
n Abu Dhasi. Please comvey oy warm thanks also to Mra, Butter.

1z

e

I would like to confirm here what I mentioned to you during ocur
zeating that in Yuwailt we found strong support for the threa main
points we discussad there with H,H, the Crown Prince and Price Minister,
Shailkh Jaber Al-Ahmad, and H.E. the Ministar of Finance, Abdnl Rahwan
Salin Al-Ateeqy. They welcomaed the prorpsad inerease 1o the vobing
power of , and required inerease 0f capital subscrivtion by, the UPEC
*r‘ﬂs to 157. They were strong supporters of the "Third Window™
inz Eacility and indicated that Xuwait is prerared to cortribute
zast 20 Williom dollars to this facility. Ue arve hopeful, however,
'Jya~* will hsntribute t5 full share of 25 million dollars. They
susported the Bank's borrowing program and indicated substaatial
seial participation ip it. ¥We plan to start negotlating specific
“ﬁ*'cwi“g transactions ln Kuwalt by next Junsa.

In Saudi Arabia we also found strong support from the [linister of
Finance, H.l. Prince Moszed Ibn Abdal-Rahman, and the authorities there,
ar the highest level, for the three npain points we discussed with them.
They were in favour of the incrazase of the voting powex of the OPEC
countrizs to 13%., Thay further supported the “Third Window" lending
facilicy and the Bank's borrowing program, Indicating stronz {inancial
participatioa in each. The exact amounts will be determined some time
in April with recavd to the "Third Hindow” and im July withh regard to
the borrowing program.

Tn Noha, we were pleased to find the same spirit of aupport. for
both propesals '

®

Furtharmore, we are at pressnt epgaged in discussions with Vene-
zuela and Iran with rezard to the inecrease of the votinz power of OPLC
coamtries. Ue are also discussing with them and with several OECD

couvatries the "Third Hiandow" propomal.
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¥ou, we uopa o ha able to convene a meetin:,

the prospective denors to the “Third Windew™,

Opoa agaldn I would like to express oy warzest thanks for the
come and the hospitality extended to »e during my stay in dbu

Robart 8. Mclamara

SE1Fishawy/rh
Aptil 8, 1975

ces Mr.

HE,
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL HNANCE\})
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

BOOK OF TWO OUTGOING WIRE

70. 1. THE HONORABLE 2. E. P, NEUFELD, DIRECTOR
JOHN TURNER INTERNATIONAL FINANCE
MINISTER OF FINANCE DIVISION :
OTTAWA MINISTRY OF FINANCE oo OF

P /
ety SERVICE: L7 /;/

COUNTRY:  CANADA CANADA

pDATE: APRIL 7, 1975

TEXT:

Cable No.:
GREATLY APPRECIATE YOUR CALL AND YOUR OFFER TO RAISE ISSUES ON OUR ACCOUNT
WITH VARIOUS AUTHORITIES IN IRAN KUQAIT SAUDI ARABIA AND ALGERIA DURING YOUR
IMPENDING VISIT STOP AS YOU KNOW EYE HAVE VISITED IN THE FIRST HALF OF MARCH
KUWAIT SAUDI ARABIA QATAR AND ABU DHABI STOP THE MAIN TOPICS EYE DISCUSSED
WITH THE AUTHORITIES THERE WERE THE POSSIBILITY OF INCREASING THE VOTING POWER
OF OPEC COUNTRIES AND THEIR SUBSCRIPTIONS IN THE BANK TO 15%, THE "THIRD
WINDOW" LENDING FACILITY AND THE BORROWING PROGRAM OF THE BANK FOR 1976 STOP
ALPHA IN ALL THE FOUR COUNTRIES THEY STRONGLY SUPPORTED THE INCREASE IN
VOTING POWER STOP EYE EMPHASIZED THAT EYE WOULD TRY HARD TO NEGOTIATE SUCH
AN INCREASE BUT OTHER MEMBER COUNTRIES OF THE BANK AND PARTICULARLY PART I
COUNTRIES WILL HAVE TO GIVE UP PART OF THEIR RELATIVE VOTING POWER IN ORDER
TO ACHIEVE SUCH AN INCREASE STOP I HOPE YOU WOULD BE ABLE TO ASSURE THE
AUTHORITIES IN THE COUNTRIES YOU ARE VISITING THAT CANADA ON HER PART IS
PREPARED TO GIVE UP HER PRE-EMPTIVE RIGHT TO ALLOW THE SPECIAL INCREASE IN

THE VOTING POWER OF OPEC COUNTRIES TO 15%.

NOT TO BE TRANSMITTED

Ro S. McNamara
AUTHORIZED BY: bert CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT. President

SIGNATURE —
(SIG 1
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ORIGINAL (File Copy)
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Form Ne. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

DATE:

CLASS OF
SERVICE:

PAGE TWO
BETA WITH REGARD TO THE "THIRD WINDOW" KUWAIT WHICH IS TAKING A LEADING ROLE
INDICATED THAT THEY ARE PREPARED TO CONTRIBUTE BETIWEEN 15 AND 20 MILLION
DOLLARS BUT WILLING TO CONSIDER EVEN A HIGHER FIGURE DEPENDING ON OTHER OECD
AND OPEC COUNTRIES' CONTRIBUTIONS STOP SAUDI ARABTA QATAR AND ABU DHABI
SUPPORTED THE SCHEME AND STATED THEY WOULD CONTRIBUTE STOP THE SPECIFIC AMOUNTS
OF THEIR CONTRIBUTIONS WILL BE DETERMINED AFTER THEY COMPLETE THEIR FINANCIAL
BUDGETS STOP WE ARE PLANNING TO HOLD A MEETING APRIL 30 OF PROSPECTIVE DONORS
FROM OECD AND OPEC COUNTRIES STOP IT WOULD BE VERY USEFUL IF YOU COULD INDICATE
CANADA'S PREPAREDNESS TO PARTICIPATE IN THE SUBSIDY FUND STOP
GAMMA IN ALL THE FOUR COUNTRIES WE FOUND STRONG SUPPORT OF THE BANK'S BORROWING
PROGRAM STOP THE GOVERNMENTS WILL BE PREPARED TO DISCUSS SPECIFIC AMOUNTS
FOLLOWING COMPLETION OF THEIR FINANCIAL BUDGETS STOP
IT WOULD BE HELPFUL TO REPORT THESE RESULTS TO BOTH IRAN AND ALGERTA AND ENLIST
THE SUPPORT OF THE FORMER FOR THE THREE POINTS AND OF THE LATTER FOR THE CAPITAL

INCREASE AND A CONTRIBUTION TO THE "THIRD WINDOW'" STOP HOPE YOUR VISIT WILL

e/

BE ENJOYABLE AND FRUITFUL STOP BEST REGARDS 2
' R T S. McNAMARA

NOT TO BE TRANSMITTED

AUTHCRIZED BY:

NAME

DEPT.

SIGNATURE _____
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

CLEARANCES AND COPY DISTRIBUTION:

ROBERT S. McNAMARA

President

MNKochman:E1Fishawy: IPMCargill :RMcN:mss
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Mr. Robert S. McNamara April 7, 1975
William S. Gauq‘_

Third Window - South Africa

Ambassador Smit came In to see me this afterncon, accompanied
by his Adviser, Mr. Gerstein, to report on hls recent visit to South
Africa.

He told me (as he had already told Burke Knapp) that his
Finance Minister and Prime Minister will both support a contribution
to the Interest subsidy fund. However, they would not be able to
come up with any money until approximately a year from now, because
they have Just put one budget to bed and would have to wait for the
next one.

He tells me that no declision has yet been made as to the amount
of thelr contribution but he Is pessimistic about our getting more
than $2 milllon. | told him | had been hoping it would be $5 million
at a minimum. MHe doesn't believe his government will contribute this
much for two reasons. For one thing, they are planning to contribute
to the INF Interest subsidy fund, which he says will take money which
might otherwlse come to our fund. Also, his government is at present
less interested In contributing to multilateral institutions (in
which case It has no control over where the money is used) than It Is
in co~financing projects with the World Bank or IDA (in which case It
can control where its money goes).

Mr. Smit hopes and expects to attend the Paris meeting, although
he has not yet asked his government If he may do so.

cc - Messrs. Knapp
Carglll
Stern
Adler

WSGaud :dbs
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SAUDI ARABTA: Mr. Mcilamara's Visit - March 11, 1275

umrary of tha Meeting with H.lH. Prince Mosaed Ibn Abdei-Rahman, Minister
f Tinance and Hational Eegnomy

Others present wers Measrs, abdul Aziz Alguraishi, Covernor of 5Saudi
Arabian Monetary Agency (SAMA), Khalid M. Alzosaibi, Vice Governor S5AHA,
Lr, Mahsoon Calal, Director Ceneral of the Saudl Tund for Development,
br. Mansour Al-Turki, Ministry of Tinance, dhmad Ai-Okall, Secretary CGeneral
£ the Public Iavestwent Fund, Benjenk, El Fishawy and lurmester.

My, McM¥amara sald thar he would like to discuse the followling four
topies in whatever order the Minister prefers: (1) Technical Assistance, .
(?) Increase in voting power and capital subscriotion of OPEC commtries,
(3) "Third Window" subsidy fund and (4) Borrowing program.

The Miniatar saild that he would like the discussion to follow that
same order.

1 - Technical Assistance:

My, HeMamara said that when he visited Saudi Arabia two years ago, he
ffared the Bank's tfechnical help in areas which the Saudi Government
dered to be of great importance, and in which the Bank would be well
fiad to meet the raguast. Over the past two years this had been done,
rachnical assistance from the Bank was extended In saveral fields such
23 rthe human rasource development siudy, transportatiom sur¥ey, pilgrirmaze-
accommodarions, snd Bahrein cpuseway. The interest of tha Saudi GCovernoment
in this area of cooperaticn and the work rsquired had increased substantially.
It had reached the stagza wheve it should b2 programmed and formalized. Mr.
Meiamara said that he had mixed feelings about the Bank providing technical
assistance. The Bank would assist if its assistance was iloportant to the
Saudi Covernment and 1f the Bank had qualified manpower so that the probability
of ending up with a satisflied customer IS high. He sald that Bank staff was.
fully commirted to its normal assignments which were planned at least one year
ahead, Assizning technical staff for this additional purpose without programeing
might result in having to do i at tha axpernse of some other important task
elsewhera. The increased volume of technical assigtance also justified reo—
imbv?aameq* to the Rank of the incremental costs incurrad and which were
irectly relatad to the assistance extended. Therafore it would be nacessary
for the two parties in order to ensura an ELchti va continuation and axpansion
of on=-polng technical cooperation to prapare together an annual program and
budget for the technical assistance envisazed during the following year. Such
program and budget should include contingancies for unforeseen raquests in mid-
year and could be prepared in the early spring of each yaar. The first such
exercise could be concluded in April 1575 to take effaet in the Lollwdﬁﬂb
Baalk'es Fiscal Year beginning July 1, 1975.
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The Minister said he agreed that drawing up an annual program and budget
would be necessary. The Government also felt that a small resident Bank
offige in Rivadh should ba establishad. It would be a liok between the Govern-—
rent and the Bank and would ensure close follow-up and supervision of the
tachnical assistance activities, A committee could later work out the details.
¥r. licNamara gave the Minister a short written statement on technical coope-
rvation between the Covarnment and the Bank and the Minister sald that its com-
tents could be discussed the Following day. It was alaso agread that possible
support by the Bank for the Saudi Fund for Development would be discussed in
a separate meeting with Dr, Mahsoon Calal the fnllowing day.

? ~ Increzase in Voring Fower:

Mp, HeMamara emphasized that this issue was not a financial one. s
fipancial implications were not of great significance. Tha increase to 133,
however, of the voting power of OPEC countriss would enable them to reflect
and assert in the Bank their newly acquirad sconomic strength. The increase
to 15% was not accepted in the IMF by the OECD countries and only an increase
of uo to 10% was approved. Mr. lMcHamara, however, would be ready to try to
nagotiate an increase of 157 for the OPEC countries in the Bank. But before
he could even start, he wanted to make sure that thils was the wish of the OPIC
countries and that they would support such an increasa. To achieve such an
{acrease, the OPEC countrias as a group would have to pay about 400 million
dollars' equivalent. This would not be very important financially. The Bank
carried more than five billion dollars in liquid funda. The inerease, however,
would be a major step to boost the power of the developinz countries in inter-

national financial institutionsa.

The Mnister asked what would be the effact of the increase In thea O0PEC
countries' voting power frowm 52 to 152 on taking decisions within the Baak.
¥y, Mclamara said that it was realistic not to expect OPEC countries to vore
as a bloc on avery issuve., On several important issues, nevertheless, CPEC
countries and other daveloping countries would ba of the same view. This would
add up to about 437 of the total votiag power of the Bank, since the voting
power of developing countries other than OPEC would be about 29%, A majority
could then be reached by adding votes of some European countries, such as the
YNatherlands and the Nordic countries, which voted slong tha sezme lines as the
developing countries on many issues. The increase to 157 would not rearranga
drastically the power structure within the Bank, but it would De a major stap
in enhancing the peosition of the developing countries. '

The Minister asked whethear Mr., McMamara had obtained the znaroval of
other OPEC countries. Mr. McNamara sald that he was in the initial stages
of discussing this topic with OPEC countries. After Saudi Arabia he was
aoing to visit Qatar and Abu Dhabi. Xuwait had already expressed its stronz
Fupport.

The Minister inquired about the asount that Saudi Arabia would have
to pay in case the increase would he approved. IMr, Mclamara said that on
the basis of the figures included in the briefinz notes - which were given only
as an illustration -~ out of the proposed additional subscribed capital for
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Arabia of about 200 willion dollars, only 17 or miliion dollaxs
ta be paid immediately. Another 93 72 million dollars
al currency in con-
o -

e expectad to be raleasad oyer 2-3 y2ars
63 T amaining balance

yle fornm to ba usad by the Bank in its operation. iae

N7 would be awvailable for eall by the Bank, 1f n=cassary, to meat ita

ns to its bondholders. This mdizht only become nacessary it

acad by massive defaults on repavyEents hy its borrowers. Against

t3 the Bank had a cush : ahout 5 bililon dollors of paid-in

ta ad raserves baiorz raaching the point af ¢atl on the 50% callable

jon of the subacribed capital., The 3ans pragent wore than

jlion dollars in liguid funds., It was notewortdy s long hiatory
ars the Zank had no default on its rTacot of its borrowers.

ha

9]

prince ‘losaed askad whether the increase would be allocated to DPEC
countries in propertica to thelr prasent subscripecions. . MeYamara 3ald
shat the answer to this was jn the negative. Each couniry wonld want Lo
—aximize its share in the increase, The allocation would have to reiflect
in the final analysis rhe economic sirength of each of the twelve OPEC countries.

Srinea Mosaed stated that rha Saudi Covermment supportad the 157 lzcrease.

My, Hopamara amphasized that rhe nesotiations for an incre=ase would ba diffienlt,
since rhe other menbers presently holding 95% of the voting rower would have O
cive up thelr pre—emptive rights, but he would try harzd.

3 - "Third Wiadow" 17

vir. YeNamara explained the reasons for satting up this lending facility.
the poorest AmOng ~he developing countries.
counntries which comprised about one billion

_ pex acoma was less than 200 dollars a year. A host
combplnation of adversa factors were threatening to decrease further their
per capita income, Thelr import 1i1l was rusning high due to inflation and
increase in costs of oil and fertilizer. The sconomic racession In the in-
dustrialized countries oa +he other hand was rhreatening a decline in the
export raceipts of thosa poor countries and a decline 1 the aid-capital

flow to them. Their developwent programs wers normally financed by sbout 75%
from internal savings and 21-25%,from external sources. The "Third Window
gcheme would snable the Bank to lend about an additional ona billion dollars at
a subgidized interest rale. Fach 17 re=duction 1 the Bank's currsnt rate would
quire an asount of subsidy equal to sbout 5-6% of the face value of the amownl

S
Thair pexr

re

£o be lent undar the scheme. Tn other words, a raduction of 4% inter=st on loans
of about ons billion dollars would require a subsidy fund of batween 260-250
11lion dollaras. An addizienal 157 would be Tequired to huild up nmeserves for
rhesa addirional loans. This schene would be Jesizned fox one y=aar only. The

Bk

Bank hopad to obtain half the contributions cm the zubsidy fund from CPEC countrias
and tha other half from CECD countries. OECD countriesara contributing to IDA
renlenishment abeut 1.3 billiom dollars per vear. Zuwait had already indicated

1

its intention to contribute o the “Third windew” lending facility 20 million
dollars, opea to further lncrease depedding on others' contributions. The
Duteh, the British and the Canadians had also expressed their support. The

1/ Prince Josaed at this point was called and excusad hingelf,



Bank wis approaching other DECD and OPEC countries and wonuld keep Saudi Arzbia
informad, Apnroval of the Bank's Exeguiive Dirﬂc«af% ¢f the lending faclli:y
in principle was to be atin relx 25 2/. Tﬁﬂrnaf:ar the
Bauk planned to hold a OnNor3 ir*il obtain their
#1

ra commlttments and 28 a workiangz scheme. ;his would 1
sentad ak the meeting of tha De el poeat e:mirt=e in Jun=. Tha Bank
startingz to lend under this intermediary I faclility begipnicg of FYL976,
starts July 1, 1975
Mr. Alquraishi asked about tha role of the proapeactive contributors in
decldine ¢n the loans to ba axtanded under the schana, tir., MeNamara iadicated
that the additi onal cne billlon dollars which would bHe lent under the scheme
f . wzould be borrowed by the Bank as nart of its usual borrowings. The loaans would

alaso be nrccessed in accordance with the normal procedures of the Bank. The
Pank's Executive Directsrs would have the fipal re»nous*a*lxty of approving
loans. The governments Lcnt’isutina to the qubsxuy fund would have certainly
2 sav in the allocation of the loans. This would be dope on an informal con-

T

gultative basis, in a way alailar to what was done in the case of IDA,

¥r, Alquraishl asked whether the contributions to the subsidy fund would
La eallable immediataly, Yr. MclMamara said yes. The simplest form of con-
rribution would be an outright grant palé in full at the oubset. If con~t
rributions were to be pald in over a number of years, their value to the intervest.
subsidy fund would be somewhat less by virtue of the fact thah no lnvesiment
income would have peen earned on the centributioc in the meantime. With this
in wind, flexible arrangements might be workad aut

41syraishi asked whether the Zank would bhe invesring the contributions
the subsidy fund. Mr, Yclamara said yes, 1t was plannped to invest
bu

rr
-

the: x ioms in securities with maturities which would meet paywents of
rhe maounts of intarest due $o the Pank and of which the borrowers would ba
rolieved. The donors, of course, could discuss this matter amonzst thamselves.

Yr. Alquraishi said thet Saudi Arabla supported the scheme, The level of
1rs contribution would have to be decided upon by the government in the light
% ' of the poaition taken by other donors.

4 - Borrowing Program:

Bt Mamara stared that the Bank’s borrowing program for FY1976 would be

jn the order of four billion dollars., DIank borrowings were on a commercial

basis. Fe expressed the view that Sorrowing to tha extent of one billion egui-
valent or mors at market rates from Saudi Arabia would be highly dasirabla and
appreclated. ¥Mr. Alguraishi confirmed that Saudi Arabila would in the futuvre con-
tinue lendine to the Bank, which it comsiderad as one of the prinmecipal beneficlaries
of its lending, The amounts for FY1975 would be determined some time in July,

afrter the budget had been ﬁrapared. The guestion of lending in other than US
dollars was raised, and ¥r. !clapara sald that it would be possible to borrow

in a basket of currencles equivalent to S5)3s.

g Vassrs. Mcfamara, Ynapp, Cargill, Benjenk, Xochman, Burmester
z Vie. MoMamara handad Mr. Alquralsh! copy of the paper that was circulated

to the Board.




Mr. Mahbub ul Hag, Director, PP &PHD April L, 1975
Jobn 4. Bdelman, PED
Third Window illocations: fevised Table 34

The attached table was calculated on the basis of the revised
allocations proposed in your wemo to Mr. MeNamara of March 15, 197%.

Zxtra coples are available in case you need them for ciremlation
outside the Department.

Asttachment
ce: Hr. Chernick PRED Staflf

Mr. THbert

Jolm A. Edelman:jet
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For the Record April 3, 1975

Saad S, El Fishaw

¥UWALIT: Mr. Mclamara's Vislt - March 8, 1375

-

Summary of tha Meebinaz with Minister Abdul hﬂan Saliwm Al-Arsegqy of Finance

Re
Others prasent were Megsrs., Al-lamad, El Fishawy and Burmester
1 - "Third Window"

Minister Al-Ateeqy stated that Huwalt strongly supports the Bank and
its wmisslon. He belleves that natlons should cooperate 23 partaers Iin
economlc development. Tursuant to the religious tenets of Islam, huwman
beinzs have common rights to water, fire (energy}) and f[cod. Hobody ecan
take any of these exclusively for himself, bBur should share them with others.

Kuwait did pnot in the past and does not inteed in the future to withhold

anerzy rasources needed for industrial preducticn and legitimata redulre-
ments, Wast2ful consumption, however, should be abated znd sarious con-
servation afforts should be made. Kuwait is alert to Lts role as member
cf the world caﬂmunlty and aupports economic development aid. It strongly
supports the "Third Yindow' financing facility, 1n cooperation with other

OECD and CPEC countries. The amount of centribution by Kuwalt for the

3N

subsidy fund would be between 15 and 20 million dollars. This does not
praclude the possibility of considering a hizher amount. Parliamentary
ﬂvp:nVﬁl will be reguired., Minister Al-Ateegy asked Mr, Mclamara to kindly
ceep bim informed of the results of his trip in this regard in the other
wlf countries. If support for this scheme 13 mustered from other JECD
nd CPEC countries, the Council of Minilsters of Kuwalt can approve: Kuwait's

con_riautian and introduce a bill to the Parliiament as early as April.

'zi-\
r

My, leHamara said that the target is to get contributions totalling
about 200 million dollars. This would enable the Bank to lend about an
additional 1 billion dollars, Economic development is the best way of
assisting the daveloping countries because it increases their productivity
and helps them to help themselves. :

2 - Votring Power and Capital Increase:

Minlster Al-Ateeqy asked Mr. iciamara how this increase will be achiaved
and what will its izplications be on the distribution of relative voting
power among grouvs of the Bank's member countries,.  Mr, dclamara sald that
1t is proposed to achieve the 15Z increasa by: firat allocating to the OPEC
countries an additional 5Z of the voting power, which would be taken pro-
portionately from Part I countries, and then allocating another 5% of ths
voting power to OPEC countries from all other members of the Bank., At pre-
sent, Part I countries have about 55% of the voting power and the developing
countries other than OPEC have about 30%Z, The provcsed increase of the
voting powar of OPEC countries to 15X would rmduce the votinz power of Part I
mamber countries to about 577 and that of the developing countries to about
28%. The 15% would enable CPEC countries tog etqaf with other developing



oy
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countries and scme of the Part I countries which often vote along the

same lines 23 the developinz countries, guch aa the Marherlands sod the
Merdic couniries, O achieve a wmajority of the total votes. To attain

the proposed incraase for the CPEC countries, ir is nacessary that cther
membars of the Baak consent TO pive up thelx pre-emptive right which is
provided to them {n the charter of the Bank. The idea of incorporatiag’

this pre-emptive rizht in the charter beingz to enable every sember of the
Bank to preserve its relative voting powel in the event of a capital increase.
Yip, Meldamara caunotl guarantee that the nroposad 15% increasa will be achievead,
but he is ready to TIY hard for it. 7This would reflect within the tank the
newly acauilred econcmic strength of the OPEC countries and would enable them
to assert thelr position ia +ha new econowic order. ¥inister Al-Ateeqy gald
ghat Kuwait is certainly for the increase in the votling power of DPEC coumtries
to 15% and that this positicn could be relayed to other OPEC couatries.

3 - Borrowing Program:

uiglater Al-iteeqy said that in principle ne ig in faver of landing
to the Bank, but to start on specific lending transactions we should pro-
hably wait until the end of Jupe, By that time isporteant elements in thelr
financial position for 1675/1976 would have becose clear. He said that
vuwalt's reserves did not start to build up subgtantially except since
1ast vear. At present rhere ara saveral dnknown factors. The preduction
has been reducad by aboul one taird., On the other hand, it is proving
d4fficult to press expenditures. ’iages and salaries have been incrzased
by 25% during 1974. ‘The goverament ig also subaidizing tha prices of many
necessary commodities. Their commlittments Lo friendly countrias are sub-—
stantial As an order of magnitude, the revenues are expected to be about
2 billion K.D. {(sbout 7 1illion dollars). The intarnal budget is estinzared
¢o be about 1 billiom %.D. Teughly one third of the other billion X.D. will
go to the vuwalt Fund and another third to bilateral aid. It is only the
gomaining third of one »hillifon X.D. (about 1.2 billion dollars) Which will
he free of any specific claim om it. He said that 400 wmillion dollars out
of this amount for lending to the Bank seems to him to e cn the high side,
But he would rather wailt until next June, when the situation becoues clenrer,
pefore talking abeut specifiic amounts ona way or the other.

Mr. Mciamara said that this would fit well writh our borrowlag program,
gines our procram for 7¢1975, which ends at +ha end of June 1975, has been
fulfilled and what we are talking zbout is our borrowing program foT ¥Y1976,
which starts July 1, 1975.

sp1Pishawv/rh

[ <4 HMessrs,. cdanara
Knapp
Cargill -
Benjenk
Kochmao
Burnester
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Mr, Abdlatif Y. Al-Hamad

Diractor General

Fuwailt Fund for Arab Lconemic Devalopument
P.O, Box 2921

Kuwailt, Ruwailt

Tear Abdlatif:

1 hope your trip to South Asia was both satisfactory and success-
ful. Let me say that it was a great pleasure to meet with you agaia
in Kuwait and visit the most elegant new buillding of the Kuwalt Fund,
With vou snd your colleagues and associates I really feel awmong sincere
oid friends. I want to thank wou for all the kind hospitality extended
to me during my stay in Ruwalt and particularly the graclous dinner at
your howne,

I am pleased to be able Lo report that we found stronmg support in
gudi Arabia From the Miniater of Finance, H.H. Prince Mosaed Iban Abdel-
lahmam, and the authorities there, a2t tkhe highest level, for the three
ain pointa we discussed with tuen,

They wera in favour of the Incresase of the wvotiny power of, and
requirad increase of capiltal subscription by, the CPEC Countries to 157,
They Surther supported the "Third Window" lending facility and the Bank's
btorrowing program, indicating strong finencial participation im each.

The exact amounts will ba determined some time in Apvil with regard
ro the "Third Window" and in July with rszard to the borrowing nrograa,

Azain ia Abu TDhabi, where we met with B.H. Sheikh Zayed Ibn Zultan
A)-Nahyan, #.E, Sheikn Ahwmad $halifa Al~-Sweidl, Minister of Forelgn
Affairs, and the *Unister of Finance, H.H. Sheikh lamdan Ibm Rasnid
Al Maktoom, they were appreciative of the Bank's positive respounse to
their reeuest to increase the OPEC’Countries’ role in the Bank by in-
creasing their voting power from about 3% to 15%. They also stroagly
supported the "Third Window" interest subsidy fund.

In Deha, we were pleaaed to find the same spirii of support for
both proposals.



AL pressnt we ars cnsased in discussions with Venezuela and Iran
with reeérd to the increase of the wvoting power of OPEC Countries. Ve
are also discussing with them and with several OHCD Countries the "Thi
window'' proposal.

rd

Ag I mentioned te ycu, wa jlope to be able to convena a meeting,

=T ey

probably in Europe, of the prospective donors to the “Third Window'",
sowme time next Apxil.

Onece zzain I would like to express my warnmest thanka for the
welcowe and the hosgpitaliry sxtended to me during my stay in Tuwait.

fincerely,
BT L) ot R "} oy 2
(Signed) Rodert . McNamard

o " 5
™ 2 i Robert $. YcHamara

SElFishawy/zh

ces Mr, Medamara's Office (2)
Mr. Cargill
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His Highness

Sheikh Jaber Al-Ahmad

Crown Prince and Prime Minister
Euwait, FKuwait

Dear Mr. Primwe Minister:

It was a great pleasure to meet with you agaim both in Kuwait
and later im Saudi Arabia. With you and your colleagues and asso-
ciates I really feel among simcere old friends.

1 am pleased to be able to report to you that we found stromg
support in Saudi Arsbis from the Minister of Finance, H.H. Prince
Mosaed Ibn Abdel-Rahman, and the authorities there, at the highest
level, for the three main points we discussed with them.

They were in favour of the imcrease of the voting power of, and
required increase of capital subseriptiom by, the OPEC Countries to 151.
They further supported the "Third Window" lending facility and the Bauk's
borrowing program, indicating stromg financial participation in each.

a The exact amounts will be determined some time in April with regard
) to the "Third Window" and in July with regard to the borrowing program.

|

|

|

Again in Abu Dhabi, where we met with H.H. Sheikh Zayed Ibn Sultan
Al-Hahyan, E.E. Sheikh Abwad Khalifa Al-Sweidi, Minister of Foreign
Affairs, and the Minister of Finance, H.H. Sheikh Hamdan Ibn Rashid
Al Maktoom, they were appreciative of the Bank's positive response to

| their request to increase the OPEC Countries’ role im the Bank by in-

| creasing their voting power from abeut 5% to 15I. They also strongly

| supported the "Third Window" interest subsidy fund.

In Doha, we were pleased to find the same spirit of support for

both proposals.

| At present we are engaged in discussions with Venezuela and Iran
with regard to the increase of the voting power of OPEC Countries.

We are also discussing with them and with several OECD Countries the
“Third Window" proposal.




As 1 mentioned to you, we hope to be able to convene a neeting,
probably in Europe, of the prospective donors to the "Third Window" -
among whom Kuwalt is certainly a leader - some time next April.

Finally, I would like to express my warmest thanks for the welcome
and the hospitality extended to me during my stay in Kuwait.

Sincerely,

(Signed) Robert S. McNamara
Robert 5. Mclamara

SEL/Fishawy/rh

cc? Mr, McNamara's Office (2)
Mr. Cargill
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Mr. J. lLenfant Mpril 2, 1975
Pierre de Hacl

Trplications of Third Window for FI76 Allocations

Memo of Mr. Mahbub ul Hag to Mr. McNamara of March 15, 1975.

Please find below the comsents of Division II € on the asbove
memorandios

Reparding Senegal we have three points:

(a) In his memorendvm of March 19, 1975, Mr, Chaufournier
proposed to Mr, Knapp that the entire IDA allocaticn
Tor FI75 and FY76 be exhausted in the cvrrent I'lscal
Year. This proposal related to Debi-Lampsar Ingilieers
ing, Sine Saloun and Terres Neuves II. I, Knapp
approved that recommendation. Thus, the shtire IDA for
FY76 ($510.0 miliion in Iir, Mahbub ul Haq's memo) should
be retained as-it is virtuwally comitted already for ioe
gurrent year,

(b)  The memorasndum of Mr. Chaufournier also proposes &
new lending program for IY76 (on the assumptlon that
hia recommendation for IDA allocation would be ap-
proved) . This lending program lists five projecis, all
of thom proposed for IBKD financing. Four of these
(1ivestock, Highwsy IJI, Port II, Dakar Vater and
Sewerage) represent a total of $31.0 million which sould
be covered by the $30.0 million Third Window propoeal.
It should be notud however that the actual amovnt ro-
quired for throe of these projects (Ldvestuck, Highiov
and Port II) is likely to be higher. On the other hand,
it is possible that Dakar Water and Scwerage may Hlip.

(¢) The fifth project, Tauker Repair II, listed in
My, Cheufournierts memo for $30.0 million, would still
have 4o be financed with IBRED funds, if the project
proved to be visble, Thusg, it would seem prudent o
envisage rebaining some IBID allocation.

Regarding The Garbia, Mavritmnia and Cuinea, wo have no cou-
La gy OR

ments. We noto a net increase ol 55.0 million of Third Window for The
Gambia end no change for Mauritania and Guinea,

c¢os  Messrs. de la Renavdlere
Gillette
Brown
Rabeharisos
Denning

Ms., No&l

i
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Mr. Robert $. McNamara April 1, 1975
William S. Gaud

Third Window -~ Australia and New Zealand

Bruce Cheek is just back from his trip to Australia and New
Zealand. Insofar as Australla is concerned, he says that the Aid
Agency strongly favors the Third Window and seemed to accept his
suggestion of $10 million as a reasonable contribution to the sub-
sidy fund. The Finance Ministry (in the person of our old friend
Mr. Stone) was considerably more cautious and less forthcoming.
However, in view of the strongly held attitude of the Aid Agency and
the fact that Australla Is planning to increase its ald program by
$100 million, Bruce believes that the Australians will come through.
He understands the Importance of getting a decision by the time of
the Paris meeting and will work toward this end.

New Zealand Is also well disposed but the Treasury people to
whom he talked mentioned the figure $250,000. He feels this Is
inadequate and proposes to have a go at the new Executive: Director
later this week to see If he can't get the figure raised.

cc - Messrs. Cargill
Adler
Stern

WSGaud :dbs
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Tor the Record April 1, 1975
Saad S. El Fishawy
KUWAIT: My, McNamara's Visit - March 8, 1975

Summary of the Meeting with H.H, Sheikh Jaber Al-Ahmad, Crown Prince

and Prime Minigster

Others present were iinister Al-Atzeqy of Finance, ifessrs. Al-Hamad,
¥l Fishawy and Burmester.

1 - Bank Group Operations in the Arab World:

Mr. lcNamara started the meetiag by mentioning that when he vigited
Euwalt and met with the Prime Yinister for the first fime six years ago,
World Bank operations in the Arab world were rather limited, 3Iut since then
with Kuwait's assistance the Bank has substantially increased its actlvities
in this area. Sald assistance took three forms: (a) lending to the Bank,
{b) helping the Bank, through the Kuwait Fund, to gain more understanding
of tha arsa, and (¢) financing jointly - again through the Kuwait Fund -
several projects wich the Bank Croup in the Arab worid. True to Mr. McNamara's
word, the Bank's lending to the Arab countries has increased measurably,
Actually the rate of lending is presently ten—-fold what 1t was six y=ars
ago. From an annual lending of roughly 60 million dollars per year, the
amountsof loans and credits to the Arab couatries reached last year about
500 =1llion dollars. The Bank Croup has presently under consideration
30-o0dd projects in 14 Arab countrias.

? - Ipncraase in Yeting Power of 7P2C Tountries:!

Sheikh Jaber asked how i3z the Zank doing in these difflcult times of
world economic crisis. He added that it is unfortunate that people tend
to forzet that this erisis started long before the oil-price increase and
that such an increase is only one of the factors zad not the original cause.
Mr. MeNamara said that this is guite correct. Due to the increase in oil
prices, however, a change in the world economic order has taken place and
adjustments have to be made. At such times of fermenr, historical opportu-
nities lend themsalves to countriess which have to be alert to grasi thase
opportunities. In his view, there is presently a zood copportunity for OPEC
countries to increase their role in the World Bank, He is ready and prepared
to try to seek an locrease of the votlng power of OPEC countries in the Bank ™
to 15%Z. This 1s not going to be easy since other countries will have to con-
sent to give up part of their relative voting pover. However, he cannot even
start unless he is assured that, if the proposed increase is offered to OPEC
countries, they are zoing to subscriba te it. It is zoing to bz a laboricus
and difficult process. Thera may be opposition in the way. Actually in the
I:F, the DECD countries opposed an increase to 15%. They agreed only to the
doubling of the present voting power of CPEC countries from about 4,97 to 10Z.
The inerease to 157 is valuable. It is true that the CPEC countries area not
going to vote the same way oa every issue. Iut it is likely that on saveral



= B =

important lssues they would. If to che 157 of the OPEC countries were added
the about 23% voting power of the developing countries plus 8% or 9% of some
of tha OREED countries which fend to vete on several lasues along the same
lines as the developing countries, such as the Netherlands and tha Nordic
countries, then thia could form a majority of the total votes. Hr, McHamara
indicated to Sheikh Jaber that the payments involved in the capital and voting
power Increase ars not substantial, since only 1Z of the new subscription would
be nayable immediately and a further 9% would be payable over 2-3 years in the
countries' own currency to be used by the Bank in irs cperations. The balance
of 90% will be avatlable for call by the Bank, 1f necessary, to meet its
cbligations to its bondholders.

Sheikh Jaber asked Hinister Al-iteeqy whether this issue was discussed
during the Summit Meeting in Algiers of the OPEC countries. After investi-
cating what happened, Hisister Al-Ateeqy said that he understoed that this
issue came up during the meeting and that the principle of inereasing the

g OPEC countries’' role in iaternational organizations was agreed to, but no
£ 4 apecific figures were determined. 1/

i
i
f
!
i

Sheikh Jaber then asked what makes MNr, Mclamara confidemt that ha will
succeed in achieving an incresase of up to 153Z of the voting power for OPEC
countries in the Bank, whilae it was not accepted by the DECD countries in

; the IMF and only an increase of up to 102 was allowed. IMr. McNamara said

E that probably the iszsue was brought to a vote too soon in the IHF. He cannot

puarantee that an increase of 15% will be rxeached ln the Bank. But he is

i prepared to try hard for it. Before he could even start, however, he wanted
to have firm assurances from the OPEC countries that they wanted such an
{nerease smd that they would subscribe to the additiomal shares if oifered.
to them. ile askad Sheikh Jaber whether this was Kuwait's wish and whether
he could state this to other OPEC countries, Shelkh Jaber assured him that
hiz. {3 tha case for Xuwal: and that Hr. HcHamara could stats this pesiciom
to other UPEC countries.

%E’ 3 -~ "Third Window™:

¥Mr. McHamara stated that the world economic problems had a devastating
effact on the least developed and most seriously aifected countries. Thase
are about 45 countries which comprise about a billion people whe ars barely
elinging to life and actually suffering chronic hunger. se proposed lending
facility kmown as the "Third Windows" weould epable the Bank to extend loans at
a2 subsidized interast rate and more lenieat terms than the regular bank loaas.
In order to land about one billicn dollars at an interest rate lower by 4%
than the BDank’s current rate, the Bank would need a subsidy fund of about
200 million dollars. It is hoped that the OPEC countries would conmiribute
about half this amount. The other half weuld come from OECD countries. This ratio

1/ "The Solemm Declaration of the Sovereigns and Heads of State of the
Organisation of Petroleum Exporting Countries that was issued at the
end of the Alglers Summit Meeting does not include explicit reference
to this point.
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{3 not based on a burden-sharing formula between the donor countries as the
Bank sees ir. But it is an expeditious way for getting this scheme started

on a voluntary basis. Unfortunately the mood in the West is pot very generocus
at the moment, because of the incraase in unemployment and of the economic
crisis which the OECD gountries are experiencing. Besides, they are also
contributing to IDA at the rate of 1.5 billion dollars a year. KXuwait's

. strong eadorsement of this scheme is commendable.

Sheikh Jaber saild that Kuwait certainly supports the scheme, The amount
of its contribution could be discussed later with Minister Al-Ateeqy. Kuwalt,
howaver, would net wankl 1o stand out as sole contributor but is ready to join
with other OPEC and OECD countriea in the scheme. He asked Mr. Mefiamara what
other countries did he plan to visit on his trip. Mr. licNamara sald that after
Xuwait he was going to visit Saudi Arabia, Aby Dhabi and Qatar. He said that
the Bank had already received indications of support of the “Third Window"
scheme from the Netherlands and the United Kingdom and plans to enlist suppert
from other OECD and OPEC coumtries. Mr., ¥cNamara explainad that the 200
million dollars subsidy fund would ensble the Bank to land to the poorar
countries an additional billion dollars which they badly need., This will
be over and above the Bank's lending program of about 4.3 billiom dollars
in TFY1976. The Bank will borrow the additional billiom dollars 'on’ thersame
terms on which it usually borrows and will lend them to assist in financing
development projects according to 1its standard procedures. r. Hclamara
stated that it is scheduled to propose the scheme to the Executive Dirsctors
of the Bank for approval in principle on March 25. It is planned thereafter
to hold a meeting of the prospective donors some time in April in order to
obfain firm committments from them and get their agreement on a working scheme.
Ir is hoped that lending under the scheme will commence at the baginning of
FY1976, which starts July 1, 1975. The Bank will not wait until specific
new projects are processed from the outset specifically for the proposed
landing faecility, but will financa projects which have been oreparad and drs
alraady fn the pipeline of the 3jank's lending prosram. Addicional oroj=zcts
will be prepared later.

Sheikh Jaber said that in his view the Bank should probably not wait until
the full amount of subsidy aimed at has besen obtained dut should start lending
under this new scheme onca adequate funds are contributed. Tbis way tiza could
be saved and the benefits of the scheme could start reaching the poor countries
as soon as posaible.

4 - Bank's Borrowing Program:

Mr. McNamara explained that the Bank borrows from surplus money markets
on commercial terms. These genarally are in line with U.3, Treasury bills.
Probably, the interesat rate is just a little higher than U.S, Treasury bills
of 'the same maturity but alumost exactly the same as U.S. Governument Agencies’
sacurities. Sheikh Jaber said that Kuwait supports loanding to the Bank. This
principle has been established a long time azo and Kuwait has lent to the Bank
in the past and will continue to do so in the futura, The specific amounts
would be discussed between Mr. McHamara and Minister Al-Ateeqy,

ce! Magars. lcHamara
Knaop
Cargill
Benjenk
Kook o

Burmester
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