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INTERNATIONAL DEVELOF NT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. I. P. M. Cargill DATE: 30 June 1975

FROM: A. K. Rawlinson

SUBJECT: U.K. Contribution to Third Window

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

2. 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.

3. My Government would be prepared to consider increasing their
contribution beyond $10 million should contributions from the second and third
groups of countries mentioned in your cable make total lending of $1 billion
appear feasible; or if contributions 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 question
is of interest to my authorities, who would have preferred a firmer commit-
ment to a high proportion of programme lending than has yet been forthccminG.
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 programme lending in preference to a marginal
increase in total lending.

5. 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 rcmorandum
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 - 515 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 offer
was related to the size of subsidy fund thought necessary to support lending

of $1 billion.



Progress on Third Window Contributions since Status Report of June 14, 1975

Remarks

Australia: RSM cabled Prime Minister on June 20 Decision expected
late July.

Austria: Cable prepared for RSM to send to Goodman to ask de
Finance Minister. Groote on latter's

return Monday if
this would be helpful.

Belgium: Cable prepared for RSM to send to Goodman to ask de
Finance Minister. Groote on latter's

return Monday if this
would be helpful.

Canada: Isbister reports that contribution IPMC will check status
of $20 million has support at official with Isbister Monday.
level but requires Ministerial decision.

Denmark: Awaiting contributions by more big IPMC will consider
countries. (See note by Goodman visiting Copenhagen
dated June 27) next week.

Finland: Contribution possible but unlikely, No action at this time.

France: Awaiting resolution of gold question. No further action at
this time.

Germany: No developments, but contribution No further action at
possible after January 1. this time.

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

Italy: No developments since Paris. IPMC plans to visit
Carli in Rome next
week.

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

Kuwait: El Fishawy reports provision has been No further action
made in budget for a contribution of required at this stage.
$20 million.

Luxembourg: No prospect.

Netherlands: Witte has transmitted request for IPMC will raise matter
formal confirmation of willingness during forthcoming visit
to contribute $20 million, to the Hague.
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Remarks

Norway: Has confirmed willingness to contribute Aase checking condi-
$4 million subject to Parliamentary tions, (See note by

approval (probably September) and RJG dated June 27)
other conditions.

Qatar: El Fishawy reports no prospect of
their contributing.

Saudi Arabia: El Fishawy reports that contribution No further action
(of $25 million) will be paid as soon required.
as Fund established.

South Africa: Gaud has spoken again with Schmidt. No further action for
Small contribution will probably be time being,
forthcoming if one or two more major
countries come in.

Spain: No developments since Paris. IPMC will consult Carli
in Rome next week.

Switzerland: Contribution of $5 million + probable See note by Nurick
but delay may extend beyond mid-1976, dated June 26.

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

UK: IPMC has contacted King and Rawlinson. Cargill will check

$20 million contribution believe status with Rawlinson

assured. Monday,

Venezuela: Gonzalez-Cofino asked to talk with Gonzalez-Cofino returns
Hurtado to confirm contribution of to office Monday.
$10 million. Gavidia will also
telephone Hurtado.

Raymond J. Goodman
June 28, 1975

cc: Messrs. McNamara
Knapp
Cargill
Gaud
Nurick
Adler
El Fishawy



Mr. Robert S. McNapara June 28, 1975

I.P.M. Cargill

Third Window - South Africa

Mr. Gaud sent you a memorandum on June 25 about the South African

position with regard to the Third Window. My own inclination is not to

bother with them. South Africa'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 not write to the Finance Minister

and indeed avoid a discussion with him at the Annual Meeting.

cc: Mr. Knapp
Mr. Caud

IPMCargill/plc



IN TERNA I NAI L I A \ O NAL PANK FOR INTERNATIONAL FINANCE
ASOCI A I ON RECONST O N AND DE EILLOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: June 27, 1975

FROM: Raymond J. Goodman

SUBJECT: Third Window: Norway 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 approval, 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 contribution to assist LDC's. One problem, however, is

that Parliament is not in session and is not expected to convene 
until

September.

Oslo reported that Denmark 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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Form No. 27
(3-70)

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

OUTGOING WIRE

TO: INTBAFRAD DATE: JUNE 26, 1975
PARIS

CLASS OF
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 REASON 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: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE: For Use By Communications Section

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

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: CLEARANCES AND COPY DISTRIBUTION:

NAME Raymond J. Goo m cleared with and cc: Mr. Nurick

DEPT. Offic P,Financ ec: Mr. Cargill

SIGNAT NRF
(SIGNA E INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE: For Use By or nV'ations Section

RJGoodman/rf

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

7



.129 >1~ ~ps



une 25, 1975

n 70 r 154 toQJune159 7 5

u '~ ~ J ~~A an Monetary Arvency

Tentorw 0f non WKS, Mr. Abdelatif asked

a pro~r= :7 >orrowvings from SA

017 t on! I 'r-bsy Ould fit ;Id with SAM A's

S- O.OSl, copy of whicn in

* * ¶ 0 Atz r idcated that the aggre-

S rmo! W An = especially in the light

C W n n tnt plan of about 140

S. - n A - n¾W , >t was expected to be

100cs Ono 07nre tv- it AW not be possible to discuss

.e- Ond .- W 7 in touch at that time.

' -A frueAths tvpe of investment. Mr.

he reaonable to expect a su -

Santnber15 of 40 rillion dollars

e ch lin VjT would become due then.

- .0 -''!A- -- a 2 lling its previous policy

n-,C t iotl anount of the issue.

n 1ln Tcon 17 ths.

Cacon tat the "Third W7indo,"

V 7W >n 7 appreciation of the ajor

,-7 _ ; In V nch . tpon our- inquring,

-¾ Archn 's contribution had been made

on thren 1rnt h Subsidy Fund upon request

'0, 7nr ot~e N& b to SAIK\ of the formal establsh

- F.y

W nr
or 

of



1818 H Street, NW., Washington, D. C. 20433. U.S.A.

A-. C"d202 . ho.-EXc 3-6360INC Add... -NTBAFRAD

Iv

rus or, 197t

Ini respc~t of: Cao~ rouot mod rearding mo am

timing of the propocod M icuaowt

tre tranactio which could bo envioGe jo c ma
&0 followo:

July. 1, 1976 ?'c aill i
9ctober 15, 19ID7 5 00 1 illiOnQenuar:y 15, 99 Eo ilo

Pyent of th pZni tmun ofI an o-7r dz oZ 0
above transactiono could be mado in 2 r i

extending over about throo o Repayen o2 

±sue could bo after 10 or in . 0a bou 2.v qua

nGtalments beginning in the 8th year of the issue.

The above propo;;lo ar ubit rior-o

ouch Other proposalo0 Z:o SAAma ind r'o.ro utlei

the light of its, requireento.



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

Saad S. El Fishawy

DOHA, 2ATAR - Junej9l975

Summary of the Meeting with Mr. 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.
Mc amara'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 IMF, 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. Qadi 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 forcing 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 100% take-over of the oil 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.

SElFishawy/rh
cc and cleared with: Mr. Uhrig
cc: Mesqrs. McNamner onn(inm rnth.ra Vne-Tih.n nr./



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

Saad S. El Fishawy

DONA, QATAP - 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.

Ue gave him briefing papers in Arabic and English on each of the
first three points. We pointed out the attractive features of Bank
Bonds and two-year Bond Issues and handed him a briefing paper in English on
the former. We told him about our discussions with Mr. Qadi and expressed
the wish to brief the Ruler on all this. ie said that the Ruler was
unfortunately not feeling well and was not seeing visitors, but 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 learned that he was also a member of the Qatar Investment
Board.

SElFishawy/rh

cleared with and cc: Mr. Uhrig

cc: Messrs. McNamara
Goodman
Rotherg
Kochman o/r



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

Saad S. 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 Governor 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 discuswed with Khalid tbou Al-Saoud,
the Kuwait 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 was possible.

Minister Al-Ateeqy 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 he would be in
a position to consider in June a 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. lie was expecting a 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 countrt~s. 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
lelt 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. Ahwad Zendo, the Governor of the Central Bank of
Egypt, whom I had met in Jeddah 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

I 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 Minister Al-

Ateeqy said that he would consider and discuss such an issue during the

Annual Meeting next September.

Duriny a separate meeting with Al-Hamad, he adv1sed strongly to main-

tain the Kuwait Investment Company (KIC) as our Einderwriter. The same view

was expressed by Khalid Abou Saoud, who stated that: "Of course, any bond

issue with the Ministry of Finance will be made through KIC".

Al-Ramad 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 subscription in these bonds because of a statutory limi-

tation which they were in the process of getting amended.

(3) "Third Window":

I 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 to commence lending under this new facility from the beginning

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 Government would try its utmost to

have it ratified before then. Otherwise ratifitation would have to wait

until the next session which will start in October.

Al-Hamad asked a f( prepare a draft legislation of ratification.

This was done (translation of pertinent 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 June 22 and to have it passed by the Assembly

before the end of the current session.
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Conclusion:

Oil receipts realized and surpluses accumulated are appreciably less
than previously expected. Pressures of expenditures and commitments are
mounting. The mood prevailing in the countries visited is one of re-
tracting and phrinkingi i -

Recommendations:

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

Encl.

SElFishawy/rh

cleared with and cc: Mr. Uhrig

cc: 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 grant, 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 contribution 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 Kuwait Fund 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.



Mr. Robert S. McNamara June 25, 1975

Wil iam S. Gaud

Third Window - South Africa

I had a talk today with Anbassador Smit of South Africa, told
him what had happened in Paris and expressed hope that enough progress
had been made to induce South Africa to contribute to the interest
subsidy fund. He took the sane 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. More particularly, he is concerned at the
moment with whether his Minister will want to wait until France and
Germany have actually contributed or whether the Minister will go
forward on the basis of the statements made by the French and Germans
at the Development Comittee ieetinq 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. His 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 office directly if he
wants his Minister to see you durin2 the Annual Meeting, but that I
would explore, with you the possibility of your writing a letter such
as that described above. Ie told me, incidentally, that Mr. Witteveen
followed this sane procedure and got a contribution to the IMF's oil
facility.

This nird is by no means in the hand,. The South Africans
clearly want more company before they comit thenselves. I 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, I will sand you a draft letter for him in a week or two.

cc - Mr. Carill

WSGaud:dbs



Mr. S. Shahid Husain June 25, 1975

Rudolf lablutzel

Third Window

1. In March 1575, a first approximation was made for Third Window
allocations; this is spelled out in Mr. Haq'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 $375
(mainly in LAC).

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

i. to replace IDA for countries above $200 per capita:
ii. to replace IBRD to countries below $375 per capita;

ill. 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
"prorating" the figures to conform to the Board approved lending program,
the net additional funds were $75 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 8.8%. In other words, the additionality is less
than pro rata, but not too much so; on the other 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 issue,
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.
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4. 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, Malawi and, perhaps, Zambia.

5. The latest 1976 lending programs from the timetables propose
a total of $276 million for EAC, Kenya and Tanzania, compared with an
earlier program of $211 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
$110 million, but most of it in substitution of IBRD which was reduced
by $90 million to $70 million. One could argue that the current 1976
ISRD program of $222 million to the two countries already is quite
inconsistent with DPS' views of their creditworthiness. Our own view,
I believe, has in fact become more bullish. Nevertheless, 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.

7. 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 $161 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. Ethiopia is down from an IDA allocation of $86 million to a
lending program of $21 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 shifted $10 million to Tanzania).
Still less can we justify TW for Ethiopia.

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

11. As regards Programs 1I, the main issue is whether we can justify
Third Window funds for Zambia (see my memorandum of June 17, 1975). This
is a country which has become a special copper MSA, but I do not feel very
secure about performance. A basic economic mission is in the field.
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12. One point 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 i 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

RHablutzel/rso



Mr. Hans Janssen June 24, 1975

I.P.M-. Cargill

Third Window

At the meeting in Paris on April 30, 1975 which the Rank called
to discuss the proposal to establisi 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

Ecutive Directors. Mr. Nurick asked that any cormlents which governnents
may have on the resolution be forwarded to hin in Washington through the
Executive Directors involved. A copy of the draft resolution is attachied.

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

Attachwent

RJGoodman/rf



r. Geori o Rota June 24, 1975

I.P. Ca rill

At the eting in Parin on ;7 rU 3, 1:77 t te encled
to disc tin ronosl to estaYll . VAra indo a cilit-r, tnere

circulateu to iele ates the staff "raT of a resoltior on the ebtyl
tent of tae x 0ird winow W.N.ich e pre ared or t. approvta of t

axecutive Directors. j r. Auri us'i t at any comnents idca goverrnts
y have on the resolution beorurded to him in ashington throu

Executive Directors involved. A copy of the draft resolution is attache

'ince the meetic ae not received. comunication frora
Your uthorities on this uject. 1tt out prejudice to te el n of
your .anish and Italian t orit a to hether they 4ill contribute
to the interest su sidy u. v. t at the resolution as
drfted is acceptable to t.e?

RJGoodnan:ed
IBRD



Mr. (eor io Rota June 24, 1975

I.P.MA. Cargill

Third 'indow

At the meeting in Paris on April 3), 1175 which the Bank called
to discuss the pr.oosal to establish i iird Window Pacility, there was
circulated to delegates te staff draft of a resolution on the establish-
'ient of the Third .indo 4hich had been nrepared for the approval of the
1>xcutive Directors, MTr. Juric!. aske that any coments which governnents
may have on the r.solution be forwarded to him in Washington thruh th
Frecutive Directors involved. A copy of the draft resolution is ttachd,

nee the meting we have not reived any com ITnication fror

your authorities a)n this subject. 1ithout "reiice to the decision of
your Italian and C..a:ish authorities as to w et .r thev will contribute
to the iiterest subaidy fitnd , m:a I asra that the resolution as oraf v
is acceptable to ther!?

Attaclhaent

PJGoodraan/rf



Mr. Jacques de Groote June 24, 1975

I.P.M0. 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 laird Window which had been prepared for the approval of the

Executive Directors. . r. Nurick asked that any coiments which governnents

ray have on the resolution be forwarded to him in Washin. ton t.rough thc

Lxecutive oirectors involved. A copy of the draft resolution is attached.

Since the meeting we have not received any cormunication from

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

your Austrian and Belgian 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
IBRD



Mr. W.A. E. Green June 24, 1)75

I.P.. Cargill

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish & 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 con ents which governnents
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 reeting we have not received any conmunication from
your authorities on this subject. Without prejudice to the decision of
your Australian authorities as to vhether they will contribute to the
interest subsidy fund, may I assume that the resolution as drafted is
acceptable to them?

Attachmient

RJGoodman:ed
IBRD



Mr. Jon Sigurdszon June 24, 1975

I.P.M. Cargill

Third Window

At the meting in Paris on April 30, 1975 which the Bank called
to discuus the proposal. to establish a Third Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
meat of the Third Window rhich hid ben prepared for the approval of tie
Excutive Directors. 4r. Nuric asked that any comments which governments
a have on the reso-lution 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. WUitiout prejudice to the decision of
your Danish, Finnish and korwegian authorities as to whether they will
contribute to the interest subsidy fund, maay I assume that the resolution
as drafted is acceptable to them?

Attach met

RJGoodman:ed
IBRD



M4r. Yahia kjelif June 24, 1975

I. P.M1. Cargill1

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 from
your authorities on this subject. Athout prejudice to the decision 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
IBRD



*r. V. Amado Gavidia-H June 24, 1975'

I.P.M. Cargill

Third Window

Pt tie reeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to establish a Taird Window Facility, there was
circulated to delegates the staff draft of a resolution on the establish-
ment of the Third Winlow which Lad been prepared for the approval of the
Executive Directors. ir. 3urick asked that any comments which governments
may have on the resolution be forwarded to him in Washington through the
hxecutive 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 aut-horities 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
IBRD



Mr. Taro Nori June 2/, 1475

I.P. . Cargill

TDir-' me

At the meeting i Paris or April 0, 3"19 which the "an" calle
to discuss the proposal to sta'-lish a Third inow Facility, there was
circulated to delegatos the staff draft of a resolution on the establish-
ment of the Third Window which WO been prepared for the approvil of the
Executive Directors. "r. lurick ar'ke that any con-ents wi7c ,overnments
ray have on the resolution be forwad& to him in Washington through the
Fxecutive Directors involved. A copy of the draft resolution Is nettnched

Since the neetim me have not receivedc any cormmnication fro'
your authoriti s on this nubject. "ithout prejudice to the ?ecision of
your authorities as to wnther they will centribute to the intoret
subsidy fnd m&ay I assue that the resolution as drafted in acceptable
to thw?

Attachment

RJGoodnan /rf



Ir. Claude M. Ishister June 24, V975

Th rd Virn in

At the meeting in Paris on April 30, 1975 which the Bank called
to discuss the proposal to estaieji a Third Window Facility, the was

circulated to degates the staff .rnft of a resolutio on the etab1lish-

rent of the T ir l"n: wrhich pd n prepared for the approval of the

tecutive Airctorn. 'r. 'uric' a.-' that Pny comments whiic. overnments

a 1 ave on the resolution be for r'tA to ti in, shinton through the

P ecutiv .iroctors involved. copy o4 the draft resolution is attached.

Since the neeting we have not received ary comuntcation cn this

subject. lay I assime therefore that your CnaiHan authoriti e ar;.

'repared to accept the resolutio nsas drafted?

Attachtoant

RJGoodman /r f



lr. Peter C. VItte June 2', 1975

Third Window

At t'o net-in i: Pr i'I on Parrl 'O, 1r7 8 i r t'e T:m'r c- Ien
to Jiscuss the jroposal to rta lliSh a Thir 'Mrr Tcitv, there cas

circtlat& to 1legates the staff Craft of a re~wlution on the est:b1i

ret of the Th1r Arinciow -iich il, b xe" preaar for the noproval (if th

Vycutive Directors. r. 'uricl ae that any coients which vrnmnte

y have on the r i0solution V forwari o hir 1 in a lrton tbronh t½

Lxecutive Directors anvolve'. * row of the draft resolution is attach('.

1e the :,ectje wc 'ave not received any communicatior on this

subject. 'ay 1 ther'fore nssune that your Tutch authorities are prerared

to accept the r iso3 tiov as ,rafte d?

Attachment

RJGoodan/rf i



r. Anthony K. Rawlinson June 24, 19)75

I.P.M. Cargill

Third indow

At the veeting in Paris on April- 3, 1975 which the Tank called

to discuss the proposal to establish n Third FTindow 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. lurick asked that any comments which governments

may have on the resolution be forward to him in 7ashington through the

Executive Directors involvec. 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/rf



Mr IL - n. June 24, 1975

I.P.Y. Carg ill

Third Window

i t,! reeting in a on Aril , iv 1 3ic the an called
to dicum h roposal to et 'iL a Thr; ai;uo aiLity, there az.
circut to tleates ta raf of a resoliion on tA establi-

ar of 0.t:e mira sindo Aiet a rben prepared for t- a aroyal of the
e e irectors. i r. :uriel- as e that any conanents : gover ::entn

ave on the resolutio o or" re. to uin in esington t; rou aE
xecutive Directora invo ved. A copy of the dra resoluton is ttached.

hce.c eeting e ave not receive any corunication from
or autioriie on thi subject. itout prejudice to the decision of

our 'ualit ana Aaui Arli. authorities as to ,eter they 'All cotribut
to tY Interct sui..idyfun': may I anzume that the reolution as drafted
is acceptable to them

Att'c:- nt

eJoodman:ed
I BERD



Mr. M uhammed Al-Atrash June 24, 1975

I.P.M. Cargill

Tird ligdo

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 npproval of the
Executive Directors. Mr. Nurick asked that any comment. which governments
may have on the resolution be forwrded to himin ashington through the
Executive Directors involved. A copy of the draft resolution is attaced.

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

Attachrent

RJGoodman/rf



Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

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

COUNTRY: AUSTRALIA

TEXT: MUCH
Cable No.: 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. I 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: CLEARANCES AND COPY DISTRIBUTION:

NAME Robert . McN cc: Mr. Green

by:R oodman
DEPT. f President

SIGNATURPF
(SIGN+UR PF INQ UAL AUTHORIZED To APPROVE)

REFERENCE: For Use By Communications Section

RJGoodman/rf
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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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 DEVEL ! E RI ONAL ANK OR
ASSOCIATION PRCNS I O N OA VELOPME

OFFICE MMUORANDUM
TO: Mr. I. P. M. C gill DATE: 18 June 1975.

FROM: A. K. Rawf nson

SUBJECT: Third Window-

I understand that you sent a telegram to Mr. King in

O.D.M. yesterday about the Third Window and the U.K. contribution

to it. 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 A]locatlonjCPlj

1. Below is a table showing what amounts could be absorbed by
CPIU in FY76. The illustrative Third Window allocation in the
March 15, 1975 memorandum from Mr. Haq to Mr. McNamara was $46 million
for CPIU. 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 IDA IBRD TW

Botswana 1/
Education (FY77) 12.0 8.0 4.0

Lesotho
Highway 7.0 5.0 2.0

Madagascar
Supplementary Credit

(Highway i1) 5.0 5.0
Highway IV 20.0 11.0 9.0

Malawi
Education 1/ 12.0 12.0
Karonga (FY77)~ 15.0 15.0

Mauritius 3/
DBM 7.5 7.5

Zambia
DFC 2/ 15.0 15.0 3/
Forestry 1/ 30.0 30.0
Kafue (FY77)T/ 40.0
Urban (FY77) 25.0

1/ might be advanced into 76 but doubtful.
2/ included in timetables but doubts expressed by Projects.

/ current allocation is IBRD.



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

2. It appears in general that total lending in CPIl 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 IBRD 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.

RHabI utzel/rso
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL X1

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATIO

OUTGOING WIRE

TO: R.B.M. KING DATE: JUNE 16, 1975

MINISTRY OF OVERSEAS DEVELOPMENT CLASS OF
ELAND HOUSE CASO
STAGD PLAE SERVICE: TELEX
STAG PLACE
LONDON

COUNTRY: ENGLAND

TEXT: REVIEW OF THIRD WINDOW PROSPECTS TODAY WITH MCNAMARA IN LIGHT OF DEVELOPMENT
Cable No.: 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 CONTRIBUTIONS

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
CARGILL

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Raymond J. Goodman c
cc: Mr. Burmester

DEPT. Office of the VP F*
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Correspondents / Participants
To: Mr. Saad El-Fishawy
From: Lester Nurick, Legal

Subject / Title
Seeking advice on further communications re: Kuwait's contribution to the Third Window

Exception(s)
Attorney-Client Privilege

Additional Comments
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June 14, 1975

STATUS OF THIRD WINDOW CONTRIBUTIONS

Australia: 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 be

completed until around the end of July and it will 
not be

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 Australian 
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

Governors of the Bank and Fund?

Austria: Androsch stated 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?

Belgium: At the May meeting of Deputies, Mr. Meulemans stated, 
"'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: 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 is provided for and if 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 prepare

the necessary documents to formalize the contribution.

Denmark: 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?

Finland: At the Development Committee Meeting, Feldt of Sweden stated,

"Finland takes a positive view of the establishment of the Third

Window but cannot announce a contribution today."

At some point a representative of the management should visit

Finland to negotiate the amount and time of a Finnish contribution.

France: At the Development Committee Meeting, Fourcade stated, "France

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

it should be from gold profits."

We can probably obtain a modest contribution from France (for

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

the gold issue is settled. Should we wait?

Germany: At the Development Committee Meeting, Poehl stated, "Germany can

now accept the Third Window concept. His government 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 Fundwithout amendment of the Articles could apply as well

to the Third Window."

We should probably not approach Germany for a Third Window contri'b-

ution until we have an agreement with France or until profits on

IMF gold are available for Development Assistance.
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Iran: At the May meeting of Deputies, Mr. Kooras stated•"that the Third

Window will be additional to regular IDA and World Bank lending

and as such it has Iran's support."

Should not McN 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, Carli 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 if it is 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 it 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?

Kuwait: 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 said that "Luxembourg is

ready to support the Interest Subsidy Fund." de Groote has advised

Cargill whom to see in Brussels and Paris. A contributiongpossible

in the next fiscal year starting January 1, 1976.

What were the results of Cargill's discussions?
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Netherlands: Pronk repeated his government's pledge to make available a grant
of $20 million to the Interest 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 McN 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 their

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 their 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

if 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 Oil 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 ofvp,1anr into a specific proposal to

Parliament.

Cargill should follow the action the government takes to formalize

its contribution.



Spain! At the Development Committee Meeting, Carli stated "Spain 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 Spain.

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

the necessary arrangements?

UAE: During McN visit March 15, 1975, the Minister of Foreign Affairs

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 Krieger determine how this commitment can be formalized

and made quickly available to support Third Window loans?
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Mr. -

I tald on t telephone few -inutes ago to Peter Cargill
nd told hin of our 1tt informai on the statua of each country,

a at contacth (Cargill) wl ai:i in Par'i. He added
the following:
Iran At the A 2N -nting Kooros !s un'dertood to have said:

(a) ContributIon oudM-uiera

(b) There sh-ul t vWeetive criteria to ter ine what each
country wi1 contribute.

Ptmon try rnd rt held of Kooros torro to ft< out
whoo- any he Tnty hi.

Jop:ay: A~t the V- DvlpetY'otritte ' ezting, fo:rway w-I' I oce: a;
cotrbuio o 1 f:rlio. Peter dow nothinv -' ny aro.bes 'orwayr

may ve m t- heth c 2ic countries.

Swi tz-land: A C-'n meetin- is takirg Plc- toN- at whic they will
coA.sidr pro'o-als to cont ri-e 7 millicn rac to the special rust

Fnd to i no Th cision honI' he known tomorrow.

cc: Messrs. nax



71.

Il,
I Nif A J 6216 0

117) xKMu NAVAnA

F Haif .6-24 Wil SlIdSAL MLLI INL uI C oW L l Vo I RM W a k

4NAvLL A ru QE A u UN ,L. Iu 40 54"L DULE o L I 1 Li V:.it

ud J / I i..I AL Pui l 1V. 5 A 1.. i~ 6 'lii

U I.ue O UK LIQCI 6ANK I I E RE L f A FO LLY

a nanjW, LA I YAH LENula PEi G4",

uWPASIUN CANIfAL WAE. NiELO fu EMX A u AN Lwau

A d W 0 (AY AND LILL r V I j "A L Co 4 E 1 1 v

4MeA 0il IVA PMlUMli ANI lN0o xLK kQh&"4iI

Q M;. AELC u UANK UFE1 1 l f I I

- I | A I CA M I AM A L L ? I *

L Q 1L ANo AL Y I HA I LL I & II L I I I I i A P A

P W u J , L ULU b 4 1 L J A

A wilALLY LI I61:Lu.L

li nLUh i. Al INh SI 0-A ( I ..w , ' 7. K

I ' w E 'j \ I k L W , FuL 'V f bI. Aw II u WO i I I

f I r I I W N W M U ALA L C iI! All U I. ,Ii iL I FVL i I':I

1Y FUN US I DI 0 e I K i

VUi It 0 I 51 LY X I I I L d , z.

444A I L I A I L 0 ML tL 50 V 11 i . v. ko no Uw 40 Y v
.U L I L 2 LP P O uI Cu N T IF i

I b~u%



- -- .A..¶,- .1-n.

F AAIL. ROS ANDl WIUT. ATT T PAI

rETINS. TMLIEVE _ I AL PRA T SYPAT'"TIC TATMN

CTCT IfPi I7ARIS ATr KUE >LIABE T7V EYR.

EastzA O tfi e P,



The World Bank Group

ArchivesRecord Removal Notice & Records Management

File Title Barcode No.
Bank Administration and Policy - Third Window Loans 1975 / 1977 Correspondence - Volume 2

30045457

Document Date Document Type

June 5, 1975 Board Report

Correspondents I Participants

Subject / Title
Report No. IFF 75-5
Establishment of a Third Window

Exception(s)

Additional Comments
Declassification review of this record may be initiated upon request.

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Diego Hernendez June 5, 2025

Archives 01 (March 2017)



The World Bank Group

Record Removal Notice AR!i
File Title Barcode No.

Bank Administration and Policy - Third Window Loans 1975 /1977 Correspondence - Volume 2

30045457
Document Date Document Type

June 5, 1975 Board Report

Correspondents / Participants

Subject / Title
Report No. SD75-29
Summaries of Discussion at Meeting of the Executive Directors of the Bank and IDA, May 20, 1975*
*These summaries consist of staff notes of the discussions, and are not an approved record.

Exception(s)

Additional Comments
Declassification review of this record may be initiated upon request.

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Diego Hernendez June 5, 2025

Archives 01 (March 2017)



June 5, 1975

STATUS OF THIRD WINDOW CONTRIBUTIONS

ji r-7( 4
-Z.Jvwing is a status repr,-y- -ounbil r /l for

cni.. er-offfi'cals:

Athe d-i ..--oapy-of +h e-G harm an's-rept-oTiTtYe-id2Trat
gcsummary-of -the--remarks- made, bydelegataZs

ReXferences below are -Io-this-report.

Atstralia-the-Cabinet--riThs~~xd
\currenrt-orde-rs-c-torim--erpenlditie-s';""Tro-nde- i-s-ion

, niu Th- dWindow -Is-l ikely -to bemade-GntIT-the-
-Cabitte et.s on the Budge t-Iin y. -It--r

known ve t.theer
Cargill should -in- -- se

contact L.W. Johnson, Director of the Aid Agency-& A i'

Austria: 9

Belgium: -Y'4 ;o developments. De Groote is in
Brussels and Cargill has been given his office
and private telephone numbers. De Groote will
advise whom to see in Brussels or Paris for
Belgium, Luxembourg and Austria.

Canada: -e-- -Ardpged

Denmark: (i,&, -No ievel
No-yway <

Finland: (page -. ll.)'Not a strong prospect, but see
under Norway.

France: -(-age-4-- Good prospect, especially if agreement
is reached on gold restitution. Cargill will contact
Treasury and advise if RSM should talk to Minister of
Finance.

Germany: (-.;::5,-#13) Cargill reports th Minister Bahr i
supports the scheme in principle but that budgetary
problems preclude/ a contribution this fiscal year.
Germany will inform Japan of this position.

Iran: x( g 7 -veirlpmers. Cargill advises that
RSM should speak to Finance Minister Ansari in Paris.
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Japan: ( c , 1' --Ne-eharge-f-:psitrif o e t is
eri--1 probable that Japan will contribute if France

and Germany do. Japan will probably not be re resented

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

Kuwait: ( ge -•

Luxembourg: Yag--Beleg -gim,

Netherlands:

Norway: ( g 2- Finance Minister Kleppe will represent

Norway at I.C. meeting; ESM should talk with him as

Norway is believed to be trying to arrange a contribution

by othei (if not all) Nordics.

Qatar: El-Fishawy will raise Third Window mattertog u 1 i

Saudi Arabia: A
Jr\

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: Unlikely prospect.

UAIE: (.8- &-odevlp~'~ Y i - 4i-6.-no--e
UAE El-Fis e

visr.iting -Abu-Dhabir-as-e-veryone--th-au*Mai y A"aj LL

U.K.: ) a c

Venezuela: A(page ,.2-H3rtrado-has-now d tated-Paris

me.ngs-arrd-i-s-be liewe deady-fmake-a-sympatheti c

-stra uementr-en-Third-Wirdor-,at--DeveI1j irme i. 'C"imIittpe .
t&i n g Cargin -adv11 a, e , rvd/

~/'-0
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DRAFT
RJGoodman/rf

June 4, 1975

SECOND MEETING ON THIRD WINDOW

Following is a status q= 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 crists 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 Paris.+v4- t-,- .
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 DAMkDA) 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 restitution4. Cargill will contact Treasury and advise if

RSM should talk to Minister of Finance.
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Germany: (page 5 # 13) Cargill reports that Minister Bahr will authorize

a statement -of strong support of Third Window, but that budgetary

problem precludes a contribution this fiscal year. Will inform

Japan of this position.

Iran: (page 5 # 14) No developments. Cargill advises that RSM should

speak to Finance Minister Ansari in Paris.

Japan: (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.

Kuwait: (page 6 # 17) Already pledged.

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

Netherlands:(page 1 # 2) Already pledged.

Norway: (page 6 # 20) Finance Minister Kldppe will represent Norway at

I.C. meeting; RSM should talk with him as Norway is believed to

b trying to arrange a contribution by other (if not all) Nordics.

We are trying to find out his time of arrival and hotel in Paris.

Qatar: El-Fishawy will raise Third Window matter on his forthcoming

Middle East tour (arriving Qatar June 8).

Saudi Arabia: (page 6 1 21) Already pledged.

South Africa: )
) ?

Switzerland: )

UAE: (page 7# 23) No developments. El-Fishawy will not be visiting

Abu Dhabi as everyone with authority will be away.

U.K. (page 1 # 3) Already pledged.

Venezuela: (page 7 # 25) Krie er has ca6led Hurtado but has not yet had a

response. Cargill will see Perez Guerrero in Paris.
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PLEASE FORWARD FOLLOWING MESSAGE TO MR SAGAMI.
GERMAN'S

QUOTE Z n 2= 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 RR HAS BEEN INFORMED OF GERMANY'S STAND UNQUOTE REGARDS

SOEJIMA

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Me. Soejima

DEPT. Director , Tokyo Office
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
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TO: INTBAFRAD DATE: JUNE 4, 1975
LONDON

CLASS OF
SERVICE: TELEX (X- 606)

COUNTRY: ENGLAND

TEXT: FOR CARGILL PRIMO DE GROOTE NOW IN BRUSSELS CAN BE CONTACTED AT HOME
Cable No.: 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 AID 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. WILLIAM 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: CLEARANCES AND COPY DISTRIBUTION:

NAME Raymond J. Goodman cc: Messrs, Stern
J, Wood

DEPT. Office of he VP, Iance

SIGNATURPF
(SIGNATURE DUL UTO EDTOAPVE

REFERENCE: For Use By cati ns Section

RJGoodman/rf
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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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
send you herewith copy of the briefing nce on the proposed intermediary
lending facility "Third Window", which Mr. McNamara discussed during his
visit to Abu Dhabi last 1arch with H.H. Sheikh hamdan Ibn Rachid Al Maktoom,
Deputy Prime Mnister and ninister of Finance, Economy and Industry, H.E.
Sheikh Ahmad Khalifa AI-Sweidi, Minister of Foreign Affairs, His Excel-
lency Saif Ghobash, Yinister of State for Foreign Afairs 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 invited, its rcpresentative, Mr. Nasser Al-Aboodi,
stated that the United Arab Emirates intended to inform the Bank at a
future date of its contribution. I ha planned to visit Abu Dhabi next
week, but was informed that both U.W. Ahad Khalifa Al-Sweidi and H.E.
Minister Mohammad Habroush will not be in Abu Dhabi.

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

Sincerely,

Saad S. El Fishawy

Encl.

SElFishawy/rh
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SERVICE: FULL RATE

'G[AND

'PM OPEC FINANCIAL COMMITTEE MEETING PLANNED FOR JUNE TWO IN GENEVA

'/A BEEN POSTPONED AT REQUEST OF SEVERAL ARAB MEMBERS. MATTER WILL BE

CUSSED AT PLENARY OPEC MEETING ON JUNE 9 IN GABON. CONSEQUENTLY

'K\DO HAS CANCELLED HIS TRIP TO EUROPE AND VENEZUELA WILL BE REPRESENTED

" HANUEL PEREZ GUERRERO, MINISTER FOR INTERNATIONAL ECONOMIC AFFAIRS. AT

1' YGGESTION KRIEGER HAS TRTED TO CONTACT H1-URTADO IN CARACAS BUT NE IS

NT IN OFFICE 'PTIS AFTERNOON. KRIEGER WILL TRY DURING WEEKEND AND URGE

'VTDO TO MAKE CONTRIBUTION TO THIRD WINDOW COMPARABLE TO SAUDI ARABIA

A D KJATT. HE WILL SAY THAT YOU INTEND TO CALL ON PEREZ GUERRERO

AN ASK THAT LATTER BE SUITABLY INSTRUCTED. SECUNDO JANSSEN CALLED ADLER

'T SAY BONN HAD EXPRESSED SURPRISE AT CALL FOR SECOND MEETING AND ASKED

Y ADLER CAVE SUITABLE RESPONSE, TERTIO SOEJIMA AND MAEDA WILL ARRIVE

K\S IN TIME FOR THIRD WINDOW MEETING. REGARDS.

GOODMAN

NOT TO " TRANSM!TTED

CLEARANCES AND COPY DISTRIBUTION:

P,:iyroncl J, Goodman

ce Of theVP, Fin nc
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INTERNATIONAL DEVEL0OhiENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM /
TO: Mr. Adalbert Kriegy7F,/ DATE: May 29, 1975

(through Mr. Enr* ( uLerdau, Director, LACI) •

FROM: Roberto Gonzalez-Cofino,, Division Chief, LACI

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

1. The meeting of the OPEC Financial Committee, 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
OPEC 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 2h
and the Interim Committee. Since he was mostly interested in the discussions
of the OPEC Financial Cormwittee, Mr. Hurtado decided yesterday to cancel
his trip to Europe. 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 El Fishawy is leaving next Wednesday
on his tour of the Middle East 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 gos,, 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. le 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



PRIME MINISTER

CANBERRA

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.

.. /2





2.

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 Oil 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,

E. G. WHITLAM

Mr R. McNamara,
President,
International Bank for Reconstruction

and Development,
1'118 H Street, N.W,,
WASHINGTON DC 20433 U.S.A.



* AIR MAILl
PAR AVION

Mr R. McNamara,
President,
International Bunk for Reconstruction

and Development,
1818 H Street, N.W.,
WASHINGTON DC 20433 U.S.A.

EIL ¶
C A NBERR tA



INTERNATIONAL DEVELOPM INTERNATIONAL BANK FOR ' NTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT i CORPORATION

OFFICE MEMORANDUM
TO: Mr. P. N. Danry DATE: May 28, 1975

FROM: Claude M. Isbister

SUBJECT: Follow-Up Meeting - Establishment of a Third Window - June 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
Ottawa

Mr. M.J. Bujold
First Secretary
OECDParis



May 28, 1975

Mr. Goodman

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.

Adalbert Krieger



INTERNATIONAL DEVELOPW'IT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Adalbert Krieger DATE: May 28, 1975

(through Mr. Enrique Lerdau, Director, LACI)
FROM: Roberto Gonzalez-Cofino, Division Chief, LCIDE

SUBJECT: Venezuelan Delegation to the Paris Meetings

1. Mr. Hector Hurtado will arrive in Paris on June 5 to attend the
meetings of the Committee of 24 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.

2. 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.



INTERNATIONAL DEVELOPMEN- I INTERNATIONAL BANK FOR 'NTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Purviz N. Damry DATE: May 27, 1975

FROM: Jon Sigurdsson

SUBJECT: Third 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.

:gmr



'r. Robert S. McNamara May 27, 1975

Mohamed Naissim Kochman

-- ssion toAl geria

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

untxs to discuss with the authorities, principally with the Minister of

nac, the proposals for the establishment of the "Third Window" and

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

-clerar to the Algerian authorities that we are not seeking from Algeria
e fnancial support but we were more interested, under the circumstances,

o have their support in discussions within OPEC for the two proposals

110ioed above and in the future for similar proposals.

During my visit, the officials of the Ministry of Finance did their

st to sSist me and organize my contacts. I had very long meetings with

Ainister of Finance, the Secretary General of the Ministry of Finance,
the Secretary General of the Ministry of Industry and Energy, the Secretary

r of the Ministry of Planning and the Governor of the Central Bank of

3. At the outset, I would like to indicate that I concentrated my

orts during this first visit to Algiers on discussions and exchange

of vw with the Minister of Finance, Mr. Ismail Maihroug, who is

ie for the over-all relations with the World Bank Group. Mr.

lu Abdsselam, Minister of Industry and Energy, was hosting the Conference

oF ILc Ministers of Economy of the Maghreb (grouping Algeria, Tunisia,

rsocco and Mauritania) and We met briefly at adinner in honor of the

etcipants to that Conference.

As stated above, I discussed the object of my mission, exclusively,

h the Minister of Finance v.ho received me on May 20 from 10:30 a.m. to

. . Were present at this meeting Messrs. Aoufi, Secretary General

o. be Inistry of Finance, and 1Hassam, Director of the Budget, Credit and

I .msade an exposG of the "Third Window" lending facility to the
ir and left with him a note on the subject. I indicated to the

nister that in the light of the proceedings of the Development Committee,
JIaury, the managcment of the Sank decided to deploy the necessary

to start this new facility for an interim period of one year
1 through voluntary contributions (Dutch proposal) by some OPEC members

d U CD countries. The President of the Bank, seriously preoccupied and

mressed by the catastrophic situation of the poor countries and keeping

in id our own preliminary findings on capital requirements of the LDCs,

urompted 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 wa
that this first phase would pave the way to the second one when i:
be possible to establish, in the light of experience, a permannt scir
negotiated between all parties concerned.

6. In this general context, the Bank's mnaenmn hoped to

contributions in the order of $225 million to make it pos0ible Zor
F7nd of one billion dollars to provide financial sitnce at

rate intermediate between IDA and .BRD current rate, i.e. at ..

assume that the greater part of the voluntary contributions -toLe
Fund will originate from some surplus OPEC countries beca of
greater capacity to react without delays characterizing the lia
procedures required by many OECD countries. 'hu it was pluibl.

expect that more than 50% of the total posible contribuious wouL e

from OPEC countries because precisely they could act swiftly.

7. I briefed the Minister on the outcoae of th e Conference hl
Paris on the "Third Window" in April and clarified to im the po
of those countries which participated in the procecdinga. Th .
seemed affected by the fact that the U.S. from the beginninwa
to the scheme and more particularly dis.couraged by the at itude o

and Japan. He was not fully aware of the discussions chat were undcc;.-

with the Gulf States and Saudi Arabia. I clarified that parc of te

and added that the President of the Lank and before him myself vis: i.

Saudi Arabia, Kuwait, Qatar and the United Arab Emirates.

8. Minister Mahroug put to ma several questions related to oe

of the scheme. In my reply I underlined that the mna!eet of the

feels that this scheme is worthwil.e because with a relatively snll
of contributions to the Subsidy Fund it would be possible to have a

volume of lending. Also, this possibility of large lending activi

intermediate terms would give a great Ltiplier to OPE"C contributi

This is a special occasion to many OPEC -Mbers to show their willi

to effect a quick and meaningful transfer of resources to devlin

cOuntries through existing institutions such as the Bank.

9. Another consideration which should be borne in mind is thati

process of facilitating significant contribution to be made tards

the financing needs of the MSAs and poorer countries, the Subsidly
make it possible to reallocate IDA and IBRD resources in a more

mainer. Last but not least, I added that almost 60Z of "Third In

lending will go to countries with per capita incomes below 20o n

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

10. The Minister stated that Algeria has always participated in

designed to eradicate poverty. It has consistently preached socia

and equality. Whenever a proposal or a scheme is designed to hel the
poor and underprivileged, Algeria made it a point of honor to be

I-e pointed out that it seems logical to him that the Bank tries to
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in the best way possible the needs of LDCs since the ank s>ould
itself more and more to its genuine vocation wn ich is, in the
analysis, to be "the Developmeiznt Agency of the Third Wold.
that the President of the Bank has coantly concca Lted
that direction and they welcom2 his aiLude. o h
serious reconversion of inds must kplace oecaus, t
economic and financial conditioas of the LDCs have not yet ho
re~lected at all levels of the UN system aad m1ore particul l
World Bank and the IMF. le added th t when thy happen to voice
criticisms of the Bank and 1MF1', "these are constructive criic "o
because they belong to those Iastitutioas, still, and they
them reflect objectively the new economic order which is mrgia c
which cannot be stopped.

11. Coinilg back to the "Third Window" and by way of il a
the goodwill and desire of Algeria to cooperate with the> n h
Minister stated clearly that Algeria will support the "T . in-."when it will be discussed, as he anticipates it, during the rl ofthe Ministers of Finance of OPEC and in other Ucetings. I k 1
insistently whether I should interpret his mnifestation ofi
as a moral sport. le replied that he can state ulccivocally iyhis position goes beyond a simple moral support. Algeria wi uLthe "Third Window" and will make it knom because they feel taat y
scheme whose final objective is to assist poor countries must beendorsed. However, he would have liked very much to see me goin«
back with a financial commitment to the "Third Window." Unfort7.atel
at this very moment, they have budgetary constraints and it i i
for him to make any financial conmitmnt, to the "Third indow." H
he added that he does not exclude the possibility to envisaLat a
date, a financial contribution.

INCREASE IN VOTING POWER AND SUBSCRIEED CAPITAL FOR OPEC Em:s

12. I briefed the inister on the status of this question an
him the note prepared in Washington. I explained at ln the
meant's approach favoring a tripling of OPEC members' voti po
the desire to do it by reducing, as much as posi, the .i.me
such an increase on the voting strength of the other LD.'
sized that contrary to what is thought, in somei quartrti
exercise designed mainly to reflect more appropriately tu i
strength of OPEC members does not have the backing of all countri
and it will not be an easy task to convince them. Moreover, this
projected increase depends on the increase in the authorized cI
of the Lank and also the prior acceptance by individual mmbr eo
to waive their preemptive rights. I drew his attention on the fact .
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the figures included in the note are different from those he mihn-
seen few months ago. These figures should be. considered as ill
and subject to revision as the 2und quota increase proposalch
spite of all this, the President of the Bank is of the opinion
rations have sufficiently advanced to start preliminary neoiacl
the increase in the voting power (from 5.07% to 152) an
capital for OPEC members. He is prepared to fight for it and mo
all energies provided he has confirmation from OPEC member a 0
wish such an increase and in the case of Algeria whethar the to
figure mentioned for its relative voting power and subscribe c i _
is acceptable in the order of magnitude shown in the note (from 
to 1.19%)and subscribed capital from 110.9 million to 439.9 millio-
dollars).

13. The Minister asked me to elaborate furthermorc on te author.
capital and the preemptive rights and to indicate the kid o&oL
tions established between the IMF and the Bank regarding the
quotas and subscriptions for all nmmber countries and for 02"C cc
I described the situation to the best of my ability, keeping in A
the Minister approaches the whole situation globally, relating a
strategy in the Fund to the one in the Bank.

14. After my explanations, the Minister said that he would ike to
convey to me his views in all frankness as he has always done . At
the outset, he feels that the debate should be elevated and lihkd Lo
new economic order for which Algeria is conictad along with all the
other LDCs. It should be clearly understood that settling prob
an ad hoc basis and peacemcal is the wrong approach. The U
general, and the IMF- and IBRD in particular, should realize. an
LDCs are not fully satisfied by the meaner in which these imorest
institutions have functioned in the past. The world has ch I
Bretton Woods and these Institutions must adapt themselves to :

emerging forces and make concessions to those who were not rT
these Institutions were created. It is about time that the v4
LDCs and particularly the OPEC members be taken seriously into con
tion through a well prepared dialogue and not through procdures
devised without any proper consultation. He stated that in the i
principle of the reform of the Charter has been accepted wheraa in.Z
Bank this is not the case.

15. Algeria has a global approach based on a genuine dialogue 7
"rich and poor," doeloped countries and devaloping countries. V.

tion. of the role of the LDCs in the international organizations is a
crncial one. As far as the IMF and IURD are concerned, Algae
clear position. Algeria does not like particularly a segregation b.
the oil emporting countries, one the one hand, and the other LDBj, 6

other. This is a technique which is misleading, divisive (for the L.C
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and inappropriate. The Algerians are in favor of a clear status for
the LDCs, in general, within the Uretton Woods institutions. This a
the voting power of the two groups should be equal: the LDCs 50,`
developed World 50%. It is, of course, an objective from th Alterim
point of view.

16. At this particular juncture and taking into full account 2h

forces in presence, the bargaining power on both sides, and tikcL
diate future where decisions have to be mlade, Algeria is not oppoed
to tripling the voting power of OPL members in the Bank. I'oever, it
is felt that there is a weak case in tripling the voting power in
Bank and only doubling it in the IMF, the more so that in th I ( -

"benefits" for member countries depend on their quotas wherea
Bank the situation is different. The Mister went on saying h h
whole question will be discussed by the OPEC Finance Ministers very
soon before the Paris meetings of the Lnterim Committee and th
Development Counittee. He feels that 02C must have, if poibl,
a common approach and hopefully take common decisions regarding te
increases of quotas in the Fund and subscriptions in the Bank
points will be discussed by the inisters because so far thre h n
been any consultation between them on these important issues.

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

18. As stated at the outset, my purpose was to discuss the "Third
Window" and the increase in voting power for 0PE members. Howvr,
the Minister of Finance and other officials I met with expressad t;
desire to avail themselves of my presence to convey to me somi.
sions and views on the relations betwecn Algeria and the World iBa.

The Minister of Finance told me chat he appreciate.; the 4f for
made to establish a fruitful dialogue betwoon the Bank and Algeria
he values the willingness of the Bank's management to create the a:

conditions for a fruitful cooperation. liowever, heremindedi
Bank has not helped Algeria for 10 years. The first loan was mad -
1973 and-it was followed by three others in 1974. In observing clo
the evolution of this cooperation he recognizes that on both sideC

genuine efforts have been made to improve the relatioIns. He su
that in such a framework the Bank is entitled to see to it that if
investments in Algeria are good ones and must contribute to thr ov-7
all task of economic and social promotion of the country. he mauc il
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clear to me that the past is the past and as far as the Algorian 7ve

ment is concerned, they don't want to refer to it any longer.

voice criticism, it is in a constructive way and with the objectav.. o

establishing close and productive relationship.

19. Some high officials (mainly withia the Ministry o linac

Ministry of Industry and Energy and the Ministry of Plouinv) co
that Bank procedures are very complex and tim consuning. Ty Y L
about the large number of missions and visitors and th slnn- o
final results to materialize. The Hinister of Finace nd o
officials were troubled by the fact that such time ha" bcoa dev
discussions with missions about projects in the pipeline Wi4 t. n

FY1975,will beia -disappointing ,one< for them.. I indicated t0a wi
important is the general trend over a relatively long period and Lo
knowledge there is a rather substantial operations program Oc

1976-1980. Moreover, in FY1976 nad presumaly FY1977 mny roe
be financed. I assured them of the detcemination of the
implement a substantial program about Which, to my knowl
briefed very recently by 1r. Schulte, Division Chief in E17A 
Office. I added that they would certainly have the opporwuaiy
on the occasion of the negotiations of the industrial credit roe
to examine in a detailed manner future operations in the pipelio
the Region envisages to process.

20. Another frequent subject was the desire of the Govneronat 0 

the Bank quickly and substantially involved in the industrial sector
which they list among their top prioritics. The Secretary Geeral
the Ministry of Industry and Energy was doubtful that the &&s 1
really involve itself deeply in the industrial sector. I e:pl
him, in general terms, the sectorial distribution of Lank future
tions in Algeria and indicated that the forthcoming iUnuLstrial c
project is designed to pave the way through the Algorian Deveop
Bank and direct lending to industry to a meaningful involva u! w.
Bank in this sector. In a different order of ideas, the officia
met were very pleased by the EDI courses given in Algiers laa yc
and are looking forward to the net. on because they feel that t
courses are needed and helpful for a better knowledge of Bank a
and procedures.

CONCLUSION

21. I came back from Algiers with the sentiment that this fir=
has helped me considerably in better assessing local conditions a "d

importance of a fruitful dialogue with the Algerian authoritics.
spite of the criticisms, in some quarters, of Lank procedurcs, I

not hesitate to state that the officials I ret, particularly thM

of Finance, wish to see rapid intensification of our operationS.
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stage of our relations with Algeria, they are prompted to ra
intentions and goodwill to the manner in which we propose to hl
meet their developmental requirements. In this respect, a s i
emphasis is put not only on the number and ra.gnitudc of utum
operations but also on "the transfer of technoiogy" tat shouldru
from them. From all my discussions it apears more and more ev
that there is ample possibility to develop a fruitful cooperation

the Algerians. In this perspective, the frequency of exc"aI I.
at a high level is of the utmost urgency and importance. Mr. C
projected visit to Algeria which I mentioned to theMiniter Of
was commented upon very favorably and thia authorities are loo:in
to their discussions with him.

22. As stated before, the Ministcr promised to suppr he"

window" lending" facility. And to cuote him, such a support w1s
beyond a simple "moral support," and it will be so stated in h
coming meeting of the OPEC finance Ministers in Cenieva. ac i
the scheme is worthwhile since it is designed to provide ita
developing countries and this is in line with the stated Al
Timing and budgetary constraints make it difficult, at thi v.:y
to the Algerian Government to make a financial coatribution to tO

window." However, the Minister did not rule out the possibility of
examining such a financial contribution at a later date.

23. The question of the increase in voting power and subscribeda Ca
for the oil exporting countries is regarded by the Minister, in the .in

analysis, as one element of a package deal which should involve alo
IMF. HAe stated that his Government has actually always been in avor
a stronger voice, in international organizations including the 'aa
the Fund, for all the LDCs as a group and not only for the O~hC embera
The Algerians consider that to be fair thie voting power shoul
equally divided (within the Bretton Woods Organizations) between -he
LDCs, on the one hand, and the rest of the membership, on the o
thus reflecting their obvious financial strength and their right to
participate fully and objectively in the decision making proes
The Minister made it clear that his Covernmaent is open minded
not object to the tripling of the acting power for oPC m er

Bank. However, they will plead for treating in the same way
of quotas in the IMF. At any rate, did he add, this question ial
discussed by the OPEC Ministers of Finauce in Geneva with the ao o

agreeing, if possible on a cor.mn OPEC position.

cc. Messrs. Knapp
Cargill (o/r)
Benjenk
Dart
Goodman
Adler
Rotberg
Gabriel
Hattori
El Fishawy

NNKochman/cl
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COUNTRY: SAUDI ARABIA
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Cable No.: AS YOU HAVE BEEN INFORMED COMMA WE ARE PROPOSING TO HAVE A SECOND

MEETING ON JUNE TEN TO DISCUSS N FURTHER PROPOSAL FOR THIRD WINDOW

STOP IN VIEW OF HELPFUL AND FORTHCOMING STATEMENT YOU MADE ON
SAUDI ARABIA

BEHALF OF 119MM AT THE LAST MEETING COMMA REPRESENTATION BY
SAUDI ARABIA
KENX AT JUNE TEN MEETING IS NOT ESSENTIAL THOUGH WOULD ALWAYS

BE WELCOME AS AN ADDED VOICE IN SUPPORT OF PROPOSAL STOP HOWEVER

MOPE YOU WILL NOT PUT YOURSELF TO ANY PERSONAL INCONVENIENCE SIMPLY

TO ATTEND THIS MEETING STOP BEST WISHES
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TO: MR. NASER AL-SAYER DATE: MAY 24, 1975
DEPUTY DIRECTOR GENERAL V'
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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 Conunittee 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.

Norway 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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FROM: TEHERAN Distribution: Mr. Costanzo (A1241)
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MAY 15, 1975

TO MR. COSTANZO INTBAFRAD

FROM M.M. AH4ED EXECUTIVE SECRETARY

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

HAVE HAD USEFUL AND EXTENSIVE DISCUSSIONS WITH FINANCE 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 SPECIAL 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 JUSTI'FICATION HAVE URGED THAT IRAN PARTICIPATE KEEPING ITS POSITION ON

TWO ISSUES RESERVED IN FUTURE 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 SPECIAL DEVELOPMENT FUND STOP THEIR CONTRIBUTION

IN THIRD WINDOW WILL INVOLVE SMALLER SUBSIDY THAN IS THEIR ORIGINAL PROPOSAL

AND IT PROVIDES UNIQUE OPPORTUNITY FOR OECD AND OPEC COLLABORATION

STOP IRANIAN 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, I 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, I 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.

4. As you know, the Australian attitude to IDA has still to be
determined on the basis of the "philosophy and priorities" aid 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 IDA 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 (i) credits for PNG, Western Samoa and other
Southeast Pacific areas; and (ii) bilateral and



- 2 -

multilateral aid to countries of prime concern in
East Asia, notably Indonesia, Malaysia, Philippines,
Thailand 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 I think it is important for Mr. Bell
to press the case for IDA, taking into account the PNG situation. I 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 ADS 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 $972 million in the same period. I believe
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



AS !AN DEVELPMENT CALK - SPECIAL FUNDS LENDING
(CIendar Yars, $ mi Ions)

- 72 24 75
Sou

.21.65 52.1 51.6
Pa n 18.2 13.85 34.0 34.0
Sri Vank 2. 1. 30.0

Sub-t V 29.3 38.3 87.6 5115.6

A hnistan 1 .9 111.0
Eurw-. '12.5 16.3

Ne- 20.8 3.1

1.. Snoth Asia 50.1 65.7 20.9 63.

M O . ~a~ if c
n21.8* 29.4 14.2

Khmer MR ka
Ko r p 3.7
Laos. 1.35 - 6.0

Papua lew a ne 9.8
i p6.0 5.8

Thaila n 3.1 5.0
ToCn 1.3
Vie 6.3 9.0 20.4
Western 5 2.6 2.3 .6 9+

t a & Pacific 4.2 52.145 52.0 2.4

Grand T 11 2 9 16.2

j/ Race onc loan in 1970 for $1.7 million.
b/ Roe one loan in 1970 for $3.3 million.

Ki :.< one loan i n 1970 for $3.0 million.



DLENiDING.
72 - FY76

(U. . $ .

Total
FY73 FY74 FY75 FY76' FY72-FY76

SOUTH ASIA

Bangladesh 68.1 74.1 150.0 168 460

Burma 33.0 17.0 '45.0 30 125

India 412.2 494.0 390.0 631.1 667 2594

Nepal 4.2 11.5 13.8 32 62

Pakistan 50.0 63.0 51.0 66.0 74 304

Sri Lanka 6.0 28.5 37 72

Total South Asia 406.4 6756 545.9 920.6 1008 3617

EAST ASIA AND PACIFIC

Indonesia 1055 144.9 84.0 334

Korea 25.5 20.0 46

Papua New Guinea 9.2 5.0 11 25

Philippines 10.0 12.7 9.5 32

hailand 25.0 7.0 32

Western Samoa 4.4 4

Total East Asia & Pacific J50 2 207.6 100.5 4.4 11 473

TOTAL ASjA 61.6 3.2 646.4 925.0 1019 4090

a/ For years prior to FY73, the a'ounts of lending to Bangladesh and Pakistan
have been reconstructed on tho bais of lending to the former territory of
Pakistan for which Banglaesh hs subsequently assumed liobility (the FY73
reactivation credits and the M75 consolidation loan and credir). Five
credits still under discuosion are also counted against Bangladesh.

b/ Operations program adjustd fr consistency with a $1600 m. lending program.

P & B
12/8/75



Table 3. Gcographical Distribution of Multilateral
1nstitution Loan Commitmcnts, 1975

(In millins of 1975 US dollars and per cent)

IBRD IDA IFC AfDB AsDB EIBA. IDB

Total Per cent Per cert oAmount % Amoun t % 4:-ount Amount Amount % Amount % Anount % Popul-ti.on-

Africa 648 (15) .433 (27) 5 ( 2) 2003-(.c) -- 60 (34) -- 1346 (6) (14)

East Asia 972 (23) 4 ( 1) 42 (20) -- 446 (65) -4-- -- 64 (17) (16)

A29 (6) 921 (3) 13 (6) -- 22 (3 -- -- l625 (IT) (2:)

urope, Middle

.ocrth Africa 1262 (29) 1.70 (11) 72 (32) -- ~ -- 116 (66) -- 1622 (19) (15)

avd Caribbean 1166 (27) 49 ( 3) 80 (38) -- - -- 1230 (100) 2525 (30) (15)

l320 (100) 1576 (100) 212 (1C0) 200 (10) 6c8 (1co) 176 (100) 1230 (200) 3402 (100) (100)

: See ootnotes to Table 1.

2/ Zoiated on 'basis of 1974 data.
ased on id-1973 etirates of population of cu-rent lORD/IDA torrow'ing countrics.

/ Inelude0ns North Africa.

Source: Development Committee document of December 18, 1975:
Survey of Procrams and Capital Resource Situations of
international Dcvelopmcnt Lending institutions



kir. Koh1amed 14` K:Ochzap Va 1, 1973

gaonto Al-eri & of Re erenc

On a17, 1ou will proc-ee to Agria to di3cuss withA the
aulhoritia the proposals for the establishWent oF a Third Window and
for thea icrase of the 1ank's capital and off the increase ia voting
por "If GP 13ontri-as relative to other me.bers of the Bank. I1

you tin iL appropriate, you should leave with the authoritias copies
ofC theto notes prepared on these subjects.

You will have wirta you the recent CPP and the Post3eript.
From tis it will be apparent that the Bank intends to have a substantial
lpan program in Aj.;eria; but you should treat the information contained
in these papers as bac4ground to your discussions and should not enter
into any talk about the Bank's operations in Algeria. The authorities
in Al.ria are well informed about the Bank's proposed operations. You
asould rmlake it clear to the authoritie s that we are not seeking from
Algeria larg.e financial sipport. '4a are seeking from tham their support
in discusaions withia OPG for the two proposals nentioned above and will
in tha future seek their support for other proposals designed a~s thes
are to bnef it the poor world. The chief pupose of your visit is to

inLtiate dLscuCSiona with the Governent because we believe that Algerla
a peculiar poation of influene, not only in OPEC but in Africa

and we would hope that in the counsels of OPEC it would be able to
Support ie Bank's work. !I particular, the timiag of your present
visiU has been determined by the proposed eetin of OPEhC Fiuance
Lnitars whiich will shortly take place, where many of these miatters

are lkely to be discussed. You should give the authorities such
informatiou about Bank policias as they -;zy request to enable the% to
support the Bak at the Finance itnisters' meeting.

You should let the authorities 'now informally that, apart
from any discussions there may be at the Annual lieeting, I would axpect
to visit Algeria in the fall and that we would hope in this way to
maLntaia a sustained relationship with Algeria for the exchange of view3
about the wider problaa of development other than thoae relating to
Al;;a;ria's own nlans which will be, of course, regularly discussed by
the Regiun in the ordinary course of business.

cc: 11r. McNamara
Mr. Knapp

IPMCargill/plc



IN ERN 1 1NU f, N N A1 IONAL I NANCE
A N AN! IVLOPMEN I CO)RPORAT ON

MFMOR PANDUM
TO: Mr. Raymond J. Goodman, 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.

2. 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.

3. 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, 1975

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

1. 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 proposal 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-$20 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.

5. 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, In 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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Mr. Tare 1!ori May 13, 1975

Raymond J. Goodman

Third Window

In confirmation of what I said durn our telephone conversa-

tion yesterday, the suggestion that program loans should be as much as

50% of all Third Window loans was made by the UK delegate to the Paris

meeting last month and not by the Bank. In stmming 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

programr loans.

Mr. Cargill a ed that program loans, because of their rapid

rate of disbursement (which means that more interest becones payable

earlier than in the case of project loans) would require a larger
subsidy. The difference is about $12 million additional su'cy for

every $100 million of loans; 50' program lending would thui increase

tie subsidy requirement for 'I billion of loans from about '225 million

to about q215 nillion, assuming that everything else renined the same.

cc: Mr. Wood

RkJGoodman/rf
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Mr. Robert S. McNamara May 13, 1975

I.P.M. Cargill

Visit of Shah of Iran: ote on Third "indow

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 horrow at less than cornercial rates and we would

credit the subsidy fund, in Iran's ne. with the present value of the

interest payments foregone. This is analogous to the prepayment pro-

posal contained in the Third Windr paper.

In case the subject of S1ank horrowinas comes up in tMs context,
may I remind you that in this calendar year Tran owes us ^'; nillion

under the offset arrangenent we vould like to borrow an additional

$200 million, also in dollars, naking p50 million in all. I have recently
written to the Finance Winister sayin' that we would hope to negotiate
a loan in this amount in the near future, but that the funds could be

drawn in tranches durin- the renainder of the calendar year to suit the
convenience of the Central Bank.

Attachment

JGoodman/r f
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FROM: The Secretary May 12, 1975

INTERMEDIATE FINANCING FACILITY

Attached is the President's me fandum of May 12, 1975 with a draft

report to the Development Committee on the Establishment of an Intermediate

Financing Facility (Third Window).
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INTERNATIONAL BANK FOR

F~w ONLO *A]14 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. I propose that
the Executive Directors forward this report to the Development
Committee.



D R A F T

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

1. 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

1/regular loans and those of IDA's concessional credits."- 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 earily 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

2/
voluntary contributions to a specially created interest subsidy fund.-

With the approval of the Executive Directors, this memorandum formed

the basis for a meetinq 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.



3. The meeting with potential contributors revealed a substantial

consensus on the following key features of the proposed Third Window:

(a) 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.

(b) 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.
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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 operation.

4. 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 IDA operations to the

creation of a Third Window. Nevertheless, 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.

5. 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
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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

1/
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 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 acceDtable

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

yearsY 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 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 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.
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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.



TO The Deputy Managing Director D May 8, 197

FROM Roger V. Anderson

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. Fowler



Mr. Jacques de Groote May 9, 1975

William S. Gaud

Third Window

I 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.

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 S'bsidy 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 today's
requirements. He and I had an opportunity to talk together at con-
siderable length in the course of the luncheon that day, and I
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



INTERNATIONAL DEVELOPMEN | INTERNATIONAL BANK FOR NTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDU
TO: Mr. I.P.M. Cargill, VP, Finance DATE: May 6, 1975

FROM: E. Stern, Director, Development Policy

SUBJECT: 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 recojmandation not to pursue the $500 million
trigger at this point to a tactical statement of
IZank views.

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

Attachments

cc (w/att.): Messrs. Gaud
Goodman
Wocod



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20133 U.S.A.

omFICE OF THE PRESIDENT

SecM75-

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 President, IFC
President ' s Council
Directors and Department Heads, Bank and IFC
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Report to the Development Committee on the Establishment of an
Intermediate Financing Facility (or Third Window) in FY76

1. 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."- The possible

creation of a Third Window in the Bank was discussed by the Executive

Directors on January 21, 1975. From that discussion it b ccame evident

that there was considerable interest in establishing a Third Window

on an interim basis, to operate initially for one year only and to

begin as early as possible in FY76. It was generally agreed that such

an early 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.-

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 24, 1975).
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3. The meeting with potential contributors revealed a substantial

consensus on the following key features of the proposed Third Window:

(a) Beneficiary Countries. The chief beneficiaries of Third

Window operations would be countries with 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-

comes .- Such lending

should not alter the basic concentration of Third Window

lending on-the poorer developing countries.

(b) 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 wou.La 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 nonral way.

There was only cursory discussion of the -terms appropriate for Third

Window loans, the implication being that the proposed-h percentage

point interest subsidy, 7 year grace period and 25 year final maturity



were acceptable as-pp i-deims r Jc e. 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.

Howev'er, cne speaker felt that these issues could only be satisfactorily

considered by examining the financial implications of a continuing

Third Window operation. (A brief note on this subject is attached as

Annex 1.)

4., The major concerns expressed by potential contributors 
to the

interest subsidy fund were the following:

(a) Relationship of Third Winow 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 IDA operations to the

creation of a Third Window. Nevertheless, the

impracticality of supplementing IDA's 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 a more permanent arrangement in which IDA

would play a primary role.



(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 Bankts

major shareholders was particularly noted in this

connection.

5. 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):

Countr 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

i -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 subio fund of $225 million is needed to

1/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 original target figure of $1 billion in

additional commitments.

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

sufficient to support a Third Window operation in E76 of $500 million -

a scale previously mentioned as the minimum acceptable on administrative

grounds - the-management-of the Bank does-not-racomend-pursuit this

minimal 6bjective at this time for a number of reasons. First, the

recent reassessment of the capital requirements of the developing

2/countries over the next few years- 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 additional assistance. Second, a part of the

1T 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 forthcoming to support
(less expensive) project lending.

2/ "Capital Requirements of Developing Countries: 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.

7. In-hght-o-Ts e"da rments h-Eecutive-Bireottos

of the Bpk t

Bak -aamn-roscr-n ti'~N"I-~tr ssbsi-dy' fund.

in tan amount totalling -approxi mately-$225--millionesoha4-*aThir

Window ibl-in-FY7 6 -it1-The-

objective of committing -ansadditional-,$1bilT 6%F"teflring

12-monthe-. 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 contrzibutions will be circulated at that meeting.
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Mr. Damry May 6, 1975

Donald D. Fowler

Intermediate Financing Facility (Third Window)

1. Mr. Cargill 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 Tuesday, June 10, 19T5.
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 Mr. Moyens who confirms 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 minimum services can be provided in Conference Room "A"
at that time. This will be done by cable tonight.

3. Mr" )Goodman, who confirmed the above information on behalf of
Mr. Cargill' as of the opinion that the meeting will probably not be for
longer thanthe morning of June 10.

ce: Mr. Goodman
Mr. Mogens
Mr. Capbert

DDFowler:nsp



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

OFFICE MEMORANDUM
TO: Mr. RobertS>/McNamara DATE: May 5, 1975

FROM: William S. Gaud

SUBJECT: Third Window -- Australia
Your Meeting with Prime Minister Whitlam

Some time ago you suggested that, following the Paris meeting,
I talk to Bruce Cheek about the best way to handle the Third Window
when you see Prime Minister Whitlam Wednesday. I 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 item 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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INTE[RNATONAL DEVELOPMENT 0 N IRATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONS- 1ION AND DEVELOPMENT I CORPORATION

OFFIG Ix'MORANDUM
TO: For the Record DATE: May 2, 1975

FROM: Saad S. El Fishawy .'> 1n

SUBJECT: QATAR: Capital Increase and "Third Window"

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

SElFishawy/rh

cc: Messrs. Cargill
Kochman



KiNGDOMN' OF SAUDI ARABIA

Ministry of Finince and National Economy

RIYADH

REF.NO. . G / \/91\DATE.A

1r. Robert S. McNamara,
President of
International Bank for
Reconstruction and Development,
Washington, D.C. 201435,
U.S.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 myself

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

like to confirmy that, our Government strongly supported

the Third Window, as I have already stated that to you

during your recent visit to Riyadh.

A./



KINGDOM OF SAUDI ARABIA

Ministry of Finance and National Economy V

RIYADH

:2:

An invitation received to us, calling

to attend a meeting of prospective donors to the

Third Window in Paris, Government of Saudi Arabian

Nonetary 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.

Sincere

Masa'ad Bin Abdulrahman
Minister of Finance and

National Economy

Ifti.
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CONF/91 19th April, 1975

Mr. Robert S. McNamara,

President,

International Bank for Reconstruction

and Development,

Washington D.C. 20433,

U.S.A.

Many thanks for your letter of the 9th April.

I have shown your letter to Mr. 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".
/ c& I I VQLA-

// y

J. H. B TER
Director General of Finance

J1U§/sami



INIERNATIONAL DEVEL.PNIENT INTERNATIONAL RANK FOR INTERNATIONAL FINANCE
ASCIATION RECONSTRICTION AND DEVELOPMENI CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: April 18, 1975

FROM: Raymond J. Goodman

SUBJECT: Discussions in Tokyo 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 sense,

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 Oil Surplus Countries to
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join IDA 4. The argument that joining the Third Window would help accustom
the OSCs to giving concessionary aid and prepare them for IDA 5 they found
unconvincing. It was more likely to persuade them of the advantages of
interest subsidization.

5. If the OSCs could not be persuaded to put up money for IDA 4,
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
theyfeel 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 beg;inning April 1, 1976, owing to the fact 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

RJGoodman/rf
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: INTBA'RA1D DATE: APRIL 12, 1975

KINSRASA CLASS OF TEIE 260 KJ
SERVICE:

COUNTRY:

TEXT:
Cable No.:

FORi GIETTA - Y REUC.VAB -0ICO"NRNIG THIRD WIND944

THIS EXXRCI3S WJAS CARID OUT IN VERY SHOR1T TI>M UNDER ISTRUCTI0NS

ECEIED FR,01 DPS AND U jITH ONILY A MINIMUM OF CONSULTATION.

I DOUBT THAT ZAIRE'S ELIG3IBILITY OR NOH ELIGIBILITY WILL 1B DETER Ll'TED

BY RESULTS THAT E IS AND BELIEVE THAT QUESTION WILL BE RVIWE D

IY AND HN THIRD WINDO' BEC0IES A REALITY. EVEN IF TIME PETTED

I DOUBT THAT COIN3ULTATION WITH MZ ON THIS MATTE. NOULD iAVE CHALNGE D

THE OUT301E IN VIEiT 1RCNT CONCLU3IONS3 CPP 1IWI. I PERSONAL.TLY WJAS

CONSUITED ONLY AFTER TIE' FACT. SUGGEST THAT THIS TYPE Of MATTER BED

DI3USSD DURING YOUR. FORTHCGO1lmIG TRIP AND WILL, TP PGOR, DEFER PREPARATION

PEMl1ORAIIMi YOU ,?TDD.

%JJ10TT
EITBAFiAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME SCSchott cc: Hr. H, 1t i.ehen

DEPT. ACP ZA.INE Liaison Officer

SIGNATURE I ab
(SIGNATU OF INDIVIDUAL AUTHORIZED To APPROVE)

REFERENCE: For Use By Cor unications Section

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



• ) ..

* - - - -

3 -A. 4.. -- - ... - -



Form No. 27
(3-70) 6/~~'
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: CARRIERE DATE: APRIL 11 1975
INTBAFRAD
PARIS CLASS OF LT

SERVICE:

COUNTRY: (FRANCE)

TEXT:
Cable No.: 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 IN I WOULD

APPRECIATE YOUR CHECKING ON (STOP) FIRST I HEARD IN BONN

THAT FRENCH FINANCE MINISTER X WAS PLANNING TO MENTION

THIRD WINDOW MATTER WITH APEL DURING LAST WEEK'S MEETING

(STOP) ANY INFORMATION AS TO WHETHER THIS HAPPENED AND WHAT

CONTEXT MESSAGE MIGHT HAVE BEEN WOULD BE HELPFUL (STOP)

SECONDLY I HEARD FROM COOPER THAT MINISTERS BIG FIVE

AGREED SUPPORT GOLD BASED TRUST FUND (STOP) CONSIDERATION
NOW

ALLEGEDLY/BEING GIVEN AS TO APPROPRIATE FORUM FOR ADDITIONAL

PREPARATORY WORK PARIS JUNE MEETING (STOP) ANY INFORMATION

THIS SUBJECT ALSO MOST WELCOME

REGARDS

STERN

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Ernest Stern

DEPT. Direboi, Development Policy

SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHORIZED To APPROVE)

REFERENCE: EStern/ls For 0se By mmunications Section

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

JUNO05Z2025 DDM/M/ 75-4

WBG ARCHIVES
April 10, 1975

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

1. 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.

2. 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.

3. 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 ($20 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.

Distribution:

President
Vice Presidents and Department Heads (Bank and IFC)
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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.

7. 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.

UNIDO 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 witha draft "Declaration and Plan of Action on Industrial Development andCooperation" prepared by the Group of 77 developing countries. The debatehad 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 the25 percent target was realistic or feasible. The Group of 77 stressed thatthe figure was less significant as a quantitative target than as an indicationof what could be achieved if all countries worked together towards such agoal. There had been no preliminary work by UNIDO or the delegations tothe Conference on the implications (e.g. capital flows or basic policychanges 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 muchmore than 11 percent overall by the end of the century. Some developed
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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.

1I. 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 of 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
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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
ecisions 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.

LING-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 ave raging 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 7.1 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 councries 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 official 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 bythe 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 inthe terms of trade, made the outlook particularly difficult.

22. The Chairman stressed that the study was a very preliminary one andhad 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 studiesand the assumptions of a large increase in ODA in current prices, whichmight well prove over-optimistic, the results pointed to a situation inwhich several hundred million people in the developing countries would notachieve any increase in their per capita incomes over the next five years.The study also suggested a need, among other things, to pay increased attentionto the prospects for increasing export earnings by the developing countries.

LENDING TO CHILE

23. The Chairman, reporting that consideration of a loan to Chile hadbeen 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 inflowrequired this year to avoid an economic breakdown.

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

25. It was hoped that the answer to this question would be available inreasonable time. The Bank would not require that there be a meeting of theParis Club before taking action, but would require a better estimate thanwas presently available about Chile's external assistance prospects.
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ADJOURNMENT

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

M. P. Shivnan
Secretary
Department Directors' Meeting
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Summary- of the Meeting ith . .Sh-e Eh Abdul Aziz Al-'hani, > inister

fiance and P-atroleum_

hers prasent were {essrs. Abdul adir ;ad _ :irector of Tinancia

:;tair3, E1 FishaWy and Zurmester.

r. -cNamara 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 Kuwait and Saudi Arabia 1/.

1 Catital Increase:

:!r. Meamara emphasized that this issue is not a financial one.

e would try hard to negotiate an increase from 5% to 13% in the voting

;'ovwer of OPEC countries to reflect their newly acquired economic strength

and assert their position in the new economic order. He could not even

start before being assured that this is the wish of the OPEC countries

and that tey would s;ubscribe to the special capital increase that would

b; Cered to them. -1e poInted out that the results could not be guaranteed

sce te other member countries whica presentl7 have about 95% of the

-:ing o-ower would have to give up their pre-emptive right in order to enable

CEC countries to increase their relative voting power by the additional 10%.

The Minister ask.ed about the outcome of Mr. McNamara's meetings in

,Kuvait and 3audi Arabia and with whom he had met. Mr. McNamara informed

the Yinister about the meetings he had just completed in 'Kuwait and Saudi

Arabia, The Minister stated that he is in full supoort of the increase In

the voting power of OPEC countries to 15Z and that he would prepare a

working paper and a plan of action to be presented to the Ruler and the

abinet soon.

2 - ThIrd Window:

,.r. McINamara described the adverse circumstances with which the least

developed and poorest countries were faced: draught, increase in fertilizer

and food prices, inflation, increase of imr-port and oil prices, recession in

the developed countries and decrease in volume and prices of exorts of the

developing countries, Mr. Mcamara axplained how the "Third Window" schene

was desigjIned to enable the Bank to increase its lending by an additional one

billion dollars. These nunds would be used to aaist in financing economic

deeopment orojects. He s;Cated that Ku.wait and Saudi Arabia had expressed

rong s~uport of the "Third Window" and that Kuwait has indicated that it

was prepared to contribute 20 a lion dollars or more to this scheme. The

1/ . y o onSmaries of etings In uwait and in Saudi Arabia on

arch c and 11. respctiy.



Lan was i ocu ta er o CD countrie
arnda an Canaa nnounced thair supp. amara o

- esad Ls ope a5d
auraiar leaingfacliety.

The iais falt -1 Lhat th1a C Of th poorest WAul be rellaVed

bo *,nth OEC and C countries. Ve stated that Qatar 7as experlencin a

raTuctioa in oil praouccion and hat i ha3 zade ve27 ii-zeable coittMIt3

ard bilateral aid. OECD countries should cntribute r in rell-ii

h of the cza Qaar W nst starting to be in a

osiioa to develop itself. Taty yars ago "hen tiey were among tae

oP=s-it of the poor, nobody cared to extend any "elp to Cho. r. ,.

an ined that the amoungs proposed for contributions to che Thir indo

Oil nt - any ourden-saringfrmulae and were enviaged. as an ex-

peditious way of getting the scheme started soon on a vo.untary basis. He

the Minister A the Bank'- plan to get the FnecutiveD -irectors'

arement in principle to the scheme on March 25 and of holding a meeting

ofhe prospective donors some tire in april. The Bank was aiming at getting

the scheme operational and conmencing landing under it at the beginning of

the?=WsY176 w st 6 ½ly I, -73. The =D countries contributed

abJout 1.5 bilioni Kiiar a year to 1DA. 1atar's past uferings should make

the country rore SyNathetic towards the plight of otern.

The inSer asked how lg Was thi3 scheme to be for, and 'r. ' camara

said that Qt was designed for onIy one year. The -iistoer also inquired about

hn "'uld the leneciaries be, and Mr. cAmara said that the "ThiN NudoW

loswould be extended to countries mith a per capita income of less than

: Zollars a vear. The Kniter ad that h ernally supportaa tee

of the "Third uindow And that he would present the request

to the ular and wuld l0t the Bank know 4s soon as possible,

~row g rogram:

Mclamara zinlained that the Bank borrowed from surplus capital

zrl~iats at ccmmeaercia. rates, 1p to 1968, it used to borrow mainly from

the United States market. Mater that it bor-oved from the Geraan market

and then from Japan. It had also been borrowing for the past few years from

CZC saurplus countriea. or the ani's A17, borrowing from Qatar at the.

level of 1u0 million dollars had been included. The MAnister said that in

their budge-,they have included 210 mill ion dollars both for the 1W and

the Bank combined. With regard to specific transactions, ha would like to de-

!at this for 3-4 7otba. Their financal situation wcould become clearer a'

that tire.

WElFishawy/rh

cc: Wesars. c Nara

Carg~ill

Bungenk
Ko chan'
Krasw



T-En~ AR EMIMSS ?.r. Acaara~ - ~area~

of tne Maecing 4iza z. kSh ayaa Khai d

nist~er or .ori- ___

e resenr were e oror a iaaan, Vi Chairan of the

Nu i 7und :or Econou laevlpet, CJhie of ' o.olad Dirctor

er Department, and esr1sa. El F3hawy and 3ureSter.

Mr. Aamara x ined h-e purpose of his 7isit and alaborated on

eh of the three :opiCs ae came to dscuss, in the same wa as ne did

ulin 'K u wai t Saudi Arabia and Qatar

SCapalnras

1inister Al-Sweidi thankad Mr. Mcatara for his efforts izd said That

a bi-fer aud ore i:nportant Tole to CPEC countrias i tad ank w5a

fyal, Us C ad zight". The United Ara Eirates could be counted on as a

n proponn of the specal c-pital increase ;o: cx emmries. .e

w red how efectve an increae LP to 15% Woul-d be. .cNanarae

ainead tIa t this increase would be only on step in the direction or In-

ang tae w of the evel cunres in the 3ank. After juch

c-s The dieeoing onwris Including the 0PG countries wo0uid

acut 44 f t.e voting power in -he ank.. If to Zhi3 were to be added

u r o Europeanuh quite ol'cattn 1voted an aevieral

aue a l the sameI li±es as the developng conre autch as the ne~Ther~-

anos and th ord-` i ou tries, a majority would be reaned.

2 - "Third 7iadov"

alataLr ISl-eidi said that the JXA has axtented large amounts OI.

aid ::2 che dCvoio lng auntries. They el that they have overcorittad

tmseves. ~'ore Uaia, :hey have >een acused of being the ' og spencers .

it :he CA3 vas a :hia out o a Iing of toral comnittment to-

dard :ae 1evelooa -rd of ,h-ich they f::et they arza 2part. "e ;and

ct :a ~IA had no ii Totive ia doinI that. T a a smaa country

1 d Lo no iza, ::a-aijtons :,3 had -:a induicrial, "port to pro-

~:oa ~lXO~3~3JO. a~~a tb~ ;si .;y achy vii h c dayeln zouatriesrgh aid - -i ! aa ti-a..- - .as

e Atrl d ta :e 2 a O 3 cly convinced of The need ~o

the or. tl :aed la h e -pportad The Third riadow aea

aL, J ,-oed'obtala :o? ' on i e m.

0n CTh E,7 1. and 1, rspe vly.
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1 act thank you fOr your kind hositait 006 Or the t
soan n unchaon you eenued t, .e :d-y associates at your home

w d like to confirm hOra what I rentioned zo you during cur

meat4 tat in luwait me dound nzrong aunport for the thrna =ain

Fost ae discussed chert with H.A, the Crown Prince and Prize Miisr,
n~i aer MlAhnad, and W.. the Mnister WE Tinance, AMdul 7awan
ZKO -Ateegy. ThY welcomed the proposed incrnane in the votia

no, a! rquired :erela 01 cIaW subsrgtion by, t P"a W

-a to 1.3 TheY 1er0 utringOWi C supnorte of ea

' O= Me M and iuniated that isni qrS~ to cantriut

:1- vwortd the ' n'a horrowin; progran na indicated substantial

fn Lartici; ation in iW. 7a plan to start neqaia2ing specific
hCercW= vransactions lQ Kuwait by Mext dUna,

cs .. Trince Yosaed Mn AdAlahman, and*the athoritiwA thar ,
antide highest live!, for the tMee waia points we discusged with tham.

They ware in favour of the increase of the mving power of the 0P C
countrian to 14 7. Thly urther nPpported the idiru M W ejng

facili and the linak's vorrowing program, indicating atrong financiali

paricpatonin each, 2 exact -- ,ounts will be deternined some time

in April uith regard to nhe "Third Anidow" ond in duy wiMR rejard to
the lorroi; pronram.

-,, ar n re nu ennaged in disc"ions with Vent-
cdt" u t em o OW Van pvrl W 020

CO070 tY-. "Md2
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Form No. 27

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

BOOK OF TWO OUTGOING WIRE

TO:1. THE HONORABLE 2. E. P. NEUFELD, DIRECTOR DATE: APRIL 7, 1975
JOHN TURNER INTERNATIONAL FINANCE
MINISTER OF FINANCE DIVISION CLASS OF
OTTAWA MINISTRY OF FINANCE -EVIE

OTTAWA SERVICE:

COUNTRY: CANADA CANADA

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

AUTHORIZED BY: Robert S. McNamara CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT. President

SIGNATURE
(SIGNATURE O ND I Au

REFERENCE: M h . is.. y: rFor Use By Communications Section

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

CLASS OF

SERVICE:

COUNTRY:

PAGE TWO
TEXT:

Cable No.: BETA WITH REGARD TO THE "THIRD WINDOW" KUWAIT WHICH IS TAKING A LEADING ROLE

INDICATED THAT THEY ARE PREPARED TO CONTRIBUTE BETWEEN 15 AND 20 MILLION

DOLLARS BUT WILLING TO CONSIDER EVEN A HIGHER FIGURE DEPENDING ON OTHER OECD

AND OPEC COUNTRIES' CONTRIBUTIONS STOP SAUDI ARABIA 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 ALGERIA 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

BE ENJOYABLE AND FRUITFUL STOP BEST REGARDS

RIBRT S. McNAMARA

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME ROBERT S. McNAMARA

DEPT. President

SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE: MNKochman:ElFishawy:IPMCargill.RMcNImss For Use By Communicatio s Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Mr. Robert S. McNamara April 7, 1975

William S. Gaud

Third Window - South Africa

Ambassador Smit came in to see me this afternoon, accompanied
by his Adviser, Mr. Gerstoin, to report on his 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.

lie tells me that no decision has yet been made as to the amount
of their contribution but he is pessimistic about our getting more
than $2 million. I told him I had been hoping it would be $5 million
at a minimum. He doesn't believe his government will contribute this
much for two reasons. For one thing, they are planning to contribute
to the IMF interest subsidy fund, which he says will take money which
might otherwise 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
Cargill
Stern
Adler

WSGaud:dbs
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-. M IaarA said jht h e'woul lk tdiscuss the folloin

epic in-haeve order he~ Miiter ore r: i) Technica Assistanea,
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assiJanc Thelank would -- 3- asit fit ssi3tace was -T-nortant to :the

Saudi uoermntad if thle 3,ank ha-d gulified manpower -;o- th'at. theprb ilt
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a for additionao t u
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ae Jinister xaid e agee ta drain up :an annual progdram and budget
udj be necessary T Gvernment also eilt reat a pali I Isdent n Bnk

~I-ion in yd oul be estabLished. I uld be a.~ li - betwen -',; overn-
at doulJ -'sure co ollow and supervsonof thI

2nica l a U3isan C -titi23. A co onttee culd later r edails.

r. cNamara zave J inister a s0rt wtritten at!en; on tzchical coope-

aI;n between the Covern;ent and the >ank and t:he >inistar -aid -hat Izs con-

3ns could >e discussed the ;owin day. It was al'o jred ta t ;Ssibla

up)7ort by the Bak or te Sudi ,und for Deecan would b discsedi

* aara ta "mee ;ith Dr. "alsoon Calal the follwing da

2 - increase In Vot in Pwer:

2mahaa mpasize that this issue s ot a _anciai one. ;-s

.,nancial im:plications were not of -reat gnincance. The increase to 1-31,
hwever, of the voting power or OPEC countries would enabl them to rflect

and assert in the Bank their newl cuired economic srength. The increase

to 15% -jas not accepted in the r72 by the OCD countries and only on increase

of up to 10% eras a -roved. Mr. cliamaara, however, would he ready to tr7 to
negotiate an increase or 15- for the OPEC countries in the lank. But before
he could even start, he wanted to -ake sure that this was the wish of the CPC

countries and that they -would support such an Increase. To achieve such an

increaqe, the OPEC countrias as a group would have to -lay ab!out l.0 million

olilars' equialnt. This would not be very iLportant cinancially. The B>an'k
ca-rried :ore than `iv ) 1ilon dollars liquid funds The increase, however,
7:auld li a ;major stzp to boost the power of the developing countries in inter-

,tiona'l financial institutons.

'The aiistar asked wha wou :-e the efft of' the increase in the OPC
countries' voting power from 5 to 15 cn taking decisions within the Bank.

r c amara said that it was realistiz not to expect 0P7C countrias to vote

a a .loc on every i3sue. tn several important issues, rtless, OTC
cnt nd other developing cotrs ould he of theame view;. This would

ard un to about 44, o thae total voting- acwer of the Bank, since the voting

power or developing countries other than ?EC w;ould be :bout 29;. A majorit7

could then be reached by aidding votes of Some European countries, such s thn

-?therlands ::nd the Nrordic countries, which voced lo the a e n as he
developing countries on many issues. The increase to 15", T'ould not rearran-e
drasticall the power structure vithin the Bank, but it would be a najor mcap

in enhiancinz the nosition of the deve1oping countries.

The finister asked -hether Mr. <cNeara had obtained the appocal of

othr PE countri2s. Mr. Maara said that has in the Initial stages
of discussing this topiC -ith 0PEC Countrias. Aft:!r S-adi .rabia he :as

oing* to -visit tOatar and jA6uDai uat a led xresdissrn
,suoort.

Th Mhinister inqired abouvits thaount thlat Saudii Araia ;culd have

to a7 in cas the increase -,aoUld hr aroved, . 'C"ara said that on

the casis of the figures included in the~ briefin? iotces - Uba ;;eZ2 Sic'an Co 7
as an illustraton - ut oth proposed aitional susribed capital or
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Mr. ahbub ul Haq, Director, PP PD April 4, 1975

John . delman, PRD

Third Andow llocationa: evised Tabl 3A

The attached table was calculated on the basis of the revised

allocatione propoed in your memo to Mr. tNaara of Maxrch 15, 1975.

Axtra copies are available in case you need them for circulation

outside the Department.

cc: Mr. Chnick P 3taff
Ir. Vibert

John A. Edelman:jet
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Guaa present warp 7 jsr3. WAl mad, Eln and ureser

nThrd window":

nistr A-Ategystated that Kuwait strongly :mpports the Zaan an
i believea chat naions should nooperite as partners ia

ncnmic development. Pursuant to the relizious Lenes oQ laa, huxan
a have common rights to uater, fire (anery) and food. Nobody can

aaany of these e::clusively for himself, but snould share them with others.

Ta±L did not in tMe past and does not innend in the future to withhold
inera rssources needed for industrial production and logilimata require-

ents. waswteful cosmtin owever, should be aRated nnd serious Con-

7-vation etterts shoud 5a . ade. Kuwait is alert ,to itsL rZole as er

ta aorld community and 3uoports economic development aid. it strongly
yPpor. 02 aca Thnacy, F lancing faciity, ia coperation with other

3 Ad SVC countries. !>a amount of contribution by Kuwait for the!

miinr na would a muean 13 and 20 mi on 0onar, THIS dOeS nct

praciada the possibility oW considering a higler armount. Parliamentary,
msioals ma be required. Minister UActeegy asme r. :cN-mnari Lto kini?

lop Lim !alarmed oZ ca results of his trip in this regard in the other
a2 nounries. if support for this sensae is "ustered from other VW

and 12Z countrias, the Couneil ol Ainistars of Kuwait can approvttauuait -s
conzrilution and introduce a bill to th Parliament as early as April.

I. amara said tat rhe target 3 to gat contribuions tocalln
about 200 million dollars. This would enable the Bank to lend about a"

mezt anal i bilion do:llars. Economic development is the best way of

nsiajinA the developing countries because it increases tHeir productivily
znd helps Lhem to help themselves.

2 - Totiag Power and Capital increase:

inist r MA-Ataaqy asked Mr. hsamara bow this increase will be achieved

ond what will its inplications So on the distribution oQ relative v:oti*ng

poyer anon; groupa of the Bank's cember countries, Nr. Wcamara said that

in aroposed to achieve the 15; increase by: firq: allocating to the OE
couantris an additional U% of the voting powe, 45ieb would be taken pro-

portonately fran Part I countries, and than allocating auother 51 of Lhe

votin power to WIC countries from all other embers of the Bank. At pre-
sat, Par 1 countries ye about 052 of 0a voting power ad the developing

c-unries other than Pat . The pronased increase of th

iv*ing ;oA r of OPEC cunarias no 152 would reducs the votinj pomer of Part I

7ber countries to about 37Z and that of the deveIoing counzrins to abut

2:% e 151 would ynable OPEC countrias together with othar developia,
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77. AbdaWi Y. Al-Hamad
Director General

lta -una for Arab COcOMi hvelopment
P..ox 292

jair, Kuwait

Lear Abdlatift

1 hope your trip to South Asia was both satisfactory and success-
fal. Let me say that t was a great pleasure to meet with you againa

in Kwait. and visit the most eleganc now building of the Kuwait MVd

Wtha you and your colleagues and ansociates L really feel among sincere
old friends. I want to thank you for all the kind hospitality extended

cs urin my stay in Kuwair and partiularly the pracious dianer at
your home.

T am pleased to be able to report that we found strong support in

Saudi Arabia from the inIscter of Yinance, i.H. Prince 1ocsaed In AMdel

nan, an the autoritis there, at the highest lave!, for the three

.,0 7oints we discussed with them.

They vere in favour of the increase of the votin; power of, andl
equired increase of capital subscription by, the OPIC Countries to 151.

Tay Turther supported the -Tird lindow" leniag facility and the lank a
Lorrowing program, indicating strong financial particition in each.

Th oact amounts will be determined some time in April with ree~ard
to the "MTird Tindow" and in July with regard to the borrowing 7rogram,

A~;30af In. A-'O C,`abJt, were we ve~t with W.i Sheikh ra'ed [15n FCC=~

,ahyan, 1, Sheikh Ahmad RUNl Al-S eidi, Ninister of Foreignl
Affairs, and the M'inister of Tinance, n.A. Sheik .amdan !On Rash&"

A laktoom, they were appreciative of the hanki pOsitive response to
tetc regneit to increaae the OPEC Countries' role in the Bank by in-

creasing their voting power from about 51 to 15%. My also trongly
supported tne "Thnird win ow intaert oubsidy fund.

In Deha we were pleased to find the same spirit of support for



c Dnenz "a a onyie a iniscussions nth aezuela and ra

"i~ vaard to the increase of the noting 90e o . Countria- .
2r Aa discussing Qen Lawn and .112 snvarn 7= untrins chi r

dow, proposal,

k entioned to you, we Wone to be Val to convena a vmetinz

probably in Europe, of :a prospective conors to the 'Third Ainaow",
some time next April.

Inca again 1 would like to e::Press my Yarmest thanks for the
n:elcoma and the hospitaliy excended to me Juring Py stay in Kuwait.

Qacere 7,

Rbert S. Mcdamara

cc: Mr. Wcamara's Office (2)
Mr. Cargill



APR 3 1975
his Highness
Sheikh Jaber Al-Ahmad
Crown Prince and Prime Minister
Kuwait, Kuwait

Dear Mr. Prime Minister:

It was a great pleasure to meet with you again both in Kuwait

and later in Saudi Arabia. With you and your colleagues and asso-

ciates I really feel among sincere old friends.

I am pleased to be able to report to you that we found strong

support in Saudi Arabia from the Minister of Finance, H.H. Prince

Mosaed Ibn Abdel-Rahman, and the authorities there, at the highest

level, for the three mtain points we discussed with them.

They were in favour of the increase of the voting power of, and

required increase of capital subscription by, the OPEC Countries to 15%.

They further supported the "Third Window" lending facility and the Bank's

borrowing program, indicating strong financial participation in each.

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 U1.11. Sheikh Zayed Ibn Sultan

Al-Nahyan, E.E. Sheikh Ahmad khalifa Al-Sweidi, Minister of Foreign

Affairs, and the Minister of Finance, U.K. Sheikh Hamdan Ibn Rashid

Al Mfaktoom, they were appreciative of the Bank's positive response to

their request to increase the OPEC Countries' role in the Bank by in-

creasing their voting power from about 5" to 15%. 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.



- 2 -

As I mentioned to you, we hope to be able to convene a meeting,

probably in Europe, of the prospective donors to the "Third Window" -

among who: Kuwait 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) S. M mmra
Robert S. Mclamara

SEL/Fishawy/rh

cc: Mr. McNamara's Office (2)

Mr. Cargill
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Mr. Robert S. 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 Australia 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 Australia is planning to increase its aid 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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or--i th aecor

-. a S.ElFisaw

r.T: r. 3tamaraa t i -:arena 3 h i

Sa;ar of te Meeing 'ith 3i.H. iheik -Ahmad, riown Prince

and wiime Minister

thaers present -ere ;1inister Al-At egy of Fiane, Nessrs. Aldamiziad,
ishawyi andi Burmestzer.

1 - i-ank Group Operains in te Arab World:

:Mr. UcNamara started the meettig by 'mentioning that wThen he visited

kuwait and aet with the Prine Linister for the first time six yearsago

orld Bank operations in the rab world were rather limited, But since thazn

Va Kuwait's assistance th a 1ank1 has substantially incrased its activitias

.n this area. a assis ±tance took three forms: (a) Lend!ing to th a

(b) helping the Bank, through the Kuwait Fund, to gain -ore understanding
of te area, and (c) financing jointly - again through the Kuwait Fund -

seiveral proje-cts wich the lank Cro.p n the Arab ;orlJ. True to r. Mc~aara's

Word, the 3ank's 1ending to the Arab couasrl has inc'reasid easurably.
Actually the rate oE l _ading Is presen tly e-o was ar

a'o. From aa annual lending of roughly 69 mili-on dollars per year, the

am.ounsof ioans and credits to the Arab countries reahed last year about

50ilondollars. The Bank Gro ha resently3 pne cnieaion

-0-odd projecs Lin 14 Ara!)b countra.

heik ILaaber As,3ked )ow isae !"an q cing in rs, Iifcl trso
woId economic crLiss. - d hat it i5 unfotunate tat oeople tend

to fOrget that this cr.si3 tarted long befoe the oil-pice inra and U

that ruch an increase i3 ocnly oe o: the- ators ad nt the orriinal c'ase,

-r, 'l,-amara said thc-at this is - qite correct. T>ue to the increase in oil

orices, however, a cange in the world coomiz order has taken p1lace I!

aj ustments have to .e m7ade. At :uch ti-es of ferent, istor-ical oportu-

nities2 3 land themselves to c i c to be ale t to a thes

corortunities. I_ his IS- , there Ja pr-enly a Sod pprtunity for CPEC

coatri-es to increase thimr role in the ard ank.d

to try to seek an increase o the voting power f PE" coutries in the Bank

to 15Z. This is not going-, to 'e ay 3ince other countries ,All have to con-

sent to gLve un nart o their relativ voting power, However, hr cannot even

scart un:Less h is assured that, if the proposed ncrease Is ofed to PEC

cntries, they are -olin to scrib to Itc. It la goin to be a loriu

and difflt proacess, -' There a be opposition in the "ay. Actually ini the

IKF, the '-"CD countries Oppnosed an increase to 1_ Ty "geed only to the

doubling of Lae presen t voting powet of PEC cou nries rom about 4.9% to 102.

Te icreas to 1I Is ~raluable. It i tra that the 'PE contries are not

0ing to vote the alm way on ever7 issue. * ut it is liely that on vr4al



imprtnt ssesthe wul. Etoch 13;: afth O.Ccontries; w1ere added
th Iaout -2vc. vtin powe Oa h eeoie onra lus or oroe

ofoD countries which . and co ote oa several issues Ailng he Same
li3e asth]eveloing4 ionreac s th ehelnsanvd the No1. rdic

countrias, hetisCouldi form a majrit of te toztal vote!s. cr cia ma ra

d en h i aad

poe iceaear ot susatasneonly1].te e usrito ol

bE -ayaol imediately ad a -urer 9 1 dould - payabla over 2-3 yars in t

coun.tris' own currency t-o e used 57 thle ank in its operatins. The balance

of 90 -Ail be availablefor c by he n, i ecessary, o Meet its

obigIations to it3 boudholders.

Shikh Jaber asked Yinistr .- 2tegy whether this issue was discussed

duringl th-Ie Sumit lieeting' ina Agers of the, ""PC2 countrias. Af12ter invti-

gatig -what happened, -iini str -Ataegy said that he Ierstooi that his

issue came up during tAe meeting and chat the principle of increasing the

OPEC couatries' role in international organizacioas was agreed to, but no

specific figures were deaiaad,1/

hek Jaber then asked -hat makes hr. c':amara confident that ha will

u'c-eed in achieving an incre ase of _o ta 15Z oZ the voting power or "2.,C

count-zries In the Bank, while it was no; -ac d byz ': ECD countries in .

t.a I"F and cnly an increase of up) to 0 ttas al-lowed. hr. McNawara said

that poably the issua was brouIc to a vote too soon in the 1IF. He cannot

guarantae that an InCraASe o 151 ill br d -,in h

prpareda to try hard for it. Before he could e-ven start, however, he wanted

to have FIrm assurances. frozi the OPEC contries t athe 'anted such an

acasa nd that the' would sUbci to the 1 dditional shares i od I !red
to he e askad Shel:i jaber whether this was Luwait' a wish and hether

e could - state this -o other 2PC countries. e Jaber assured hi that
o rtar his outioheas.

3~ - "Third Uindow"

Mr. Mc;amaar sta r 2oa arld econoic probls had a dvating

effsct on the leaat developed and most riously affactad Countries. Ihse

are about 45 countries which comprise about a 4 1ion -eople no ar a

elinain to ife and actuaiiy sfering chronic Dunger, The pronose1 lend ing
'-'-- -w s ,-a i o

facilitr know as the "TirdI .;iedow" wIould. enabl th Bfa to eten loans: at
a subsidized intarest rate and noe leient t2rms than the regular bank loans.

in o2der to l.nd about 1ne billion dollars at an interest rate lower y4

than the B s curreni rate, thei BIank would .ne a subsidy fund of about

20Y cl dollars.__tis ho tae o0,7C countri s would contr)ute

a tou: half :ti amount. The other al2 1ould coiae :rom OEICD nies. This ratio

1/ "The Solemn DecIaration of the v ereigns :nd Heads of S'ata of

anisaal tin oI Ptolum Epor~ting Countries" that was issued at the

ndft M2ier3 Summit Ueting does not vaicde explicit refernce.

LO tis poAnt.
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U not based on a burden-sntarin ormula between the donor countries as the

ank Sees it. But it a: peditious 1Way for getting thi3 scheme started

/Un--ely the rood in the West is not very gnerous

at the moment, because of the increase in unempoyment and of the econoaic

crisis which the OECD countries are experiencing. Besides, they are also

contributing to IDA at the rate of 1.5 billion dollars a year. await

strong endorsement of this ScheLe 13 colmedaole.

Sheikh Jaber said that Kuwait certainl7 supports the scheme. The amount

of its contribution could Le dISCUssed later with Minister Al-Ateegiy. Kuwait,

however, would not want to stand out as sole contributor but is ready to join

with other OPEC and OECD countries in the scheme. dHe asked Mr. Mc`amara what

other countries. did he plan to visit on his trip. Mr. McNamara said that after

Kuwait he was going to visit Saudi Arabia, Abu Dhabi and Qatar. He said taat

the Bank had already received indications of support of the LThird Windovw

scheme from the Netherlands and the United Kingdom and plans to enlist support

from other OECD and 0PEC countries. Mr. McNamara explained that the 200

million dollars subsidy fund would enable the Bank to lend to the poorer

countries an additional billion dollars which they badly need. This will

be over and above the Bank's lending program of about 4.5 billion dollars

in FYl976. The Bank will borrow the additional billion dollars on thetsame

terms on which it usually borrows and will lend them to assist in financing

develooment project3 according, to its standard procedures. Mr. McNamara

stated that it is scheduled to propose the scheme to the Executive Directors

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

obaIn firm commit ments from them and get their agreement on a worklng scheme.

It is hoped that lending under the scheme will commence at the beginning of

F-l976, which starts July 1, 1975. The Bank will not wait until specilic

new eroects are processed from the outset specifically ffor the proposedi

!n'in nAacilitv, but will financa pro jects which have been Irepar'd and Ie

rEtay Ax*n the pi1;>eline ofe a Anka l.ading program . coaln e

will be prepared later.

Sheikh Jaber said that in his view the Bank should probahly not wait until

the full amount of subsidy aimed at has been obtained but should start lending

under this new scheme once adequate funds are contributed. This way tile could

be saved and the benefits of the scheme could start reaching the poor countries

as scon as possible.

4 - Bank's Borrowing Program:

Mr. McNamara exlained that the Bank borrows from surplus monev narkets

on comercial terms. These anerally are in line with U.S. Treasur bills.

Probably, the interest rate is juat a little hiher than U.S. Treasury bills

of 1the same maturity but alaost exactly the same as U.S. Covernment Agencies'

securities. Sheikh Jaber 3aid that i;uwait suoports landing to the Bank. This

principle has been established a long time ago and Kuwait has lent to the Bank

In the past and will continue to do so in the future. The onecific anounts

would be dIscussed between Mr. MchaaAra and "inister Al-Ateeqy.

cc: Messrs. Mc.amara
Knapp
Cargill
lenjcenk

Burmester




