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Mr. Robert S. McNamara ectobenr 31, 1969

J. Burke Knapp

IPA -Third eplenishment

Returned herewith are your drafts "A" and "B" of Paragraph 18,
together with - as you invited - a suggestdi "C".

Yy alternative is closer to "A' than to '8B. I b esitate to give
arny specific figures for Latin America or Africa and the reference
to 20 countries and 35 countries is a little misleading since many of
these countries (especially in Latin An grica) clearly have no claim at
all on IDA resources. Also, please note that 1 discuss our difficulties
in reeting competing needs of IDA recipients in terms of a $600 million
to $650 million annual lending program (the actual level or the level
which we would have if Part I countries merely naintained their propor-
tionate contribution to ILA) rather than upon a theoretical $500 million
program which it seems to ne we should regard as unthinkable.

Also it seems to me that the reference to the Pearson Commission
recommendations comes better at the end of the paragraph.

Attachments

JB :ism
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Mr. Roert S. Mclamara October 24, 1969

J. Burke Knapp

IDA: Amount of Third keplenishment

I have just had the opportunity of reading the October 17 draft nemo-
randum on the above subject, and would like to give you the following
comments.

1. In the last sentence of Paragraph 1 I suggest referring to "a major
increase" rather than a substantial increase.

2. A matter of terninology arises in Para;_ raps 3 and , ni aely the
distinction between aid flows net of capital repayments and net of debt
service (caoital repayments plus interest). To cover tbe first case, I
would suggest sticking with the conventiional term o aet capital flow.
I find it confusing in Varagrapn 3 to use tne term net finaacial flow",
which seems to me to express the secono concept. i Raragraph 9 when
referring to the 'net transfer of reIource 1 uggest that this be ex licitly
defined as ueaning net after both capital repayments and interest payments.

3. In the section on the Burden of Debt Service" commencing with
Faragraph 5I find very curious tae Oias ton of reference to tie tcree
major IDA recipients, namely India, Paistan and Indonesia, Ratheb than
attempting to classify these countries in the eategories estaalishe in
Paragraphs 5. 6 and 7, I would sugget that this section com nce with
specific reference to these three cotuitries (including reference to the
data given with respect to them in Table 111). You could tuien introduce
Paragraphs 5, 6 and 7 as a cla sification of other recipieuts of development
assistance.

I would further " in the ligh t of recent events - substitute
Paraguay for Bovia in Parg raph 6.

4. i have very serious a.ub ts about tie inclusion of laragraph 13,
including Tabl V. I realize that t is is one of th point, made in the
Pears on oissio <port nn I do not 3ny that it has some validity.
eevr , te purpo,-.? of chi paper is to convince donors to the IDA
replenishent and 1 think ths point is not useful - and perhas counter-

productive - for this purpose. As I have remarked on previons occasions,
I am afraid the attitude of many large IA donors is that t* T- landing

program shoald fortify, rather t'mn, 10 c rat im-a! ces in their o n
bilateral prograns, and certainly many of these countries are rquite allergic
to the use of per capita figures as a measure of the propriety of the

distribution of development assistance.

5. Perhaps as a substitute for Paragraph 13 a passage igt be in-

cluded stressin tie advantages of untied multilateral aid vs. tied

bilateral aid. T1is is not a popular subject either 'iti all donor countries,
but they all reco nize the point and (even including tie United States) they
recognize in principle the desirability of moving away from tied aid to the

extent tiat balance -of- payments conditions permit.



Mr. Robert F. .cla ara - 2 - October 24, 1969

6. iy final point relates to the secord nalf of Para raph 1,
refer rio to t h eo rapuical allocation of nA credits. on which I have
the following conpents:

(a) I suppose that at some point in the IDA replenisiment
discussions it will be necessary to say somethin; on this subject,
but I aV seriuUS ou[ita aOut includut ay discu sion of it in
this initial paper. 4iien an if sowetino needs to ue said, I oull
reconpnd tt it 'e coucaed in very general terus, i.e, something
to C - ffact tat a major increase in Lh scal of the third re-

1i >m u iu&!t lpermit a .i.. geogcpnicai diversific atioi of 1A
nd'...j ;611v: t tao se ta peralttina a substantial nsolute

Lor aca (thout perial relative diminution) in ts allocations
t ;a'ne Qir W, red Lients.

( I) I ould definitely teconuymn oiztia" taula vi. Aside
£L tsaiuu.., accuracy, I x afraln caat it woul stiy provoke

all oiniq of anr: Aty a out ;'o; r, mcal ui;tripution itic are
Laos !LL 0o1 6utua. KSUiation.

1c) ;."e .. ica 4a&i 0A pa , 1u0 COUCIues wita tUe state-
meut 'There is no doubt that IlL -a the capacity to handl that
voluoe of resources without either inpairinj the hoo s on Ieudin,
Prorn oL in W! dU :e ciu t C a couP 3 4 inst Ktan arrds of

ujoeCut uvaiuacion ua conoic oerforance assess , -. If it were
felt nes. ary t fo. L, tais ncutence with :,uvportint laterial ro
,ardin, tae 'efective emn ;or IK-type fun I would sugest
so t daia ao" W lie oft t W, K in

furt t r.ore o aur , ec ntry review ,y te , Ka. staff
of tLa 'effective deand car i , ud, in trs on ot toe
asorptive ca'acity of 1-h recipints and the justified require-

a ntq for 3o eii a MOal clearly iadiCaus &.At iK needs

recource of t in order of u : kuu to ;Vet m reauirQA nts

bcing presented to it .- ,en br countries.

cc: Sir Dis Rckett, r . Adler

J
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are not relevant to ti- cuenio nov a.ir cv rtci) tIer arc
t be rrt-H in th ain roect r ts iuttal turripttone er

~oar.I of~ overnors on hun 29, 17 nete1ed Mditioe to Mouorce ;
pira-ro': ( -) o" \solat ion 'o. %, achted Wv tin: cardi of 'ovornor:

an petoiber ~, 13fy' ittled Adittons to weurce; %cond ~:o.m
ishmt' ari t aen (b) of aoltion -o. (7 adorLte av tW unard

of 'overnors or otesr 2l 19(3 entit;- Sun lemertarv teatrutio
to "enurre; ½coit peniehat, ) Unor thI rewolutions, tr r
fore, all mue contribantioai snula ae treatd a wcrirttiorn r ~ur

noeof .i-tarmin~n n. mTvr'e ar sithwr urpou cenatiou of~ r4 1v
~tb' emh-r or upon s H!«trfhution of Th'o mes Mh adi~ dAuvl-

~~t hir :ia 33 1 aeconteJ WV Ti: on OR nt ially the $e$ie hn9i8.

It in concluBd therefore tnat contrihation« wretofore oni-- iv
embers irnier tar tre~t arnd 3eond Perlewdhnants am othe su l

e'ntrThti.an slo Wv ene- -:uld be rmJrd ao nbcriptionm fr ero

>urpose of t r-inine the shr or any of them if (4) sueh ~%r
cIm's to " m: r of f t\ or ( ) t\ - It. trc i

atj -rrut its wre

S

Oc tnor 21,3'

r. Sctt



r.robert fl. McNamra octobefr 1,16

Denis~ Rtckeitr

You are seein: to' rrei rnrn!ngv 'Ur. .~ Kin of theI !~

2 r. K~ng~ was n (voint d lb t Ie tr of the Miitry Inst ya
l nucenrsicn to (Geoffrey 1 00 wk b l proote to -r ;

-- ary. "r. King i thn tht cond rnmn peranent oJic, C7, 0-
th fnistry.

'K e1 j oine th Ciil Frvic a¼ b 193 Ti)t theo n of 19 but le th
owi ~~zng yer to or ' fin h b . took!' ti heen si

rthi Afri ca,! and Ital ,-- U to 1 ft ry Cross at n nr
r hn rejoined th Cvil ri' ' rtr holiT. v7o n i

!n th Minitry of Supply, the Minintry of Wor and h ra
Principal Private Sne:ntary to the Minister o Wrk in 156 Ib
was seconded for n period of norvice to the bint ertrit "a

as Secretary to the C 'orwealth >ucao onferuco In 11
a succes Ion of conntitutional confer i cnrrdMg
on a numb er of colonial territories. In 11 h tr re t o th

Doprtment of Technical Cooperaion which, na you n w t
of the Ministry of Overnem Development. ; has been with the y
iince its forintion in 1964.

4. Mr. Cope nml I n Tr. King troone ni
points which he 0T11 w i!h to rcis itVh you tomorro1 cncr ep.

(at) The tietable for and ral . Utea'
for the Third Rep!,li

(b) Bnk lending~ policis p'rt enlrly in

hM n n patek

S 1



Mr. robert S. McNamara - 2 - Octokr 15, 1

for th govr; into. T ter " to mlnon ir D
to -t-tend ve 4 nqs in nAinKon rno 0f0c01 fm theni Itel to attend

r a in r-rope, I 1i rn think - An¾ ohIjet"f thont ther e
not"Cdly adv atages in hnvin; -n -Y""" pr ot" :taltenetn.A

W the place fdt e ht, t-tv v I t o of the retns
nodd he hold In VlnMno tc u Ct"r z9 it j. plc ,nErp.

fn At of thO mea in I nlie u neod o etttGr
a't>d be bieel comedt ne h h p- of the Cove'rnorn beoreh

At meetimn iq held.

Mr. k -q tol I 'tt Ute nn --P -' i'o i-, rre n
-or on publc xll etmtan fgurn for all Ah ical
c wries or vxpendit n the inc i-l y-arz 71/72, 72/73 nmt 7 .

nI-- of the Aritish M 1rrnr 1 th 0rfo"re hve been d n
nu--Ice and this will olviounly rtfrfet to om extent -ht they cAn i or
I!A within that progre:2

7. rN (b) Nove, 'r, Cop x that th tn poi o
to program len ing 0bro it van cl y o tht the n
could not be given through pro!et l-d n t b' te
projects were not avaIlb or b t ' a nd or

a-iitncev . bile the Bank policy rm to pom 7i '
had bee aw't~ffecmted by the recenrt dinndnIinth Bo rd,' a

ad n d r to dI al 2ttr b /
chv the ecame renultsi throug h autt~ ve seletio of~ proje i

if a revnble rorton of 7 o I cr ,cy expmniyut -&

8. Mr. Kingt eked to what extent the7* an' ol0< rga t
the rnvcrisal of proects on beenT of & er lnom, F g yn
fina- or by elling particpatio ttw in -- loo. M2. T
the Bcnk was aleady doing this' to rh t hee aIC i--o by t"fng rsources on t -tent to h codd
projectn for which they were not- the p a l er,

9. On (c) above, 7r. Co-e said t thi, t h i
of the Pncson Co !nnoon, w at pgtuid by t i
not yet nrrived at a firm view oni

c.c. Mr. Cope



October 13,

(Dear Emile,)

ThS i to Confifr,,ta e-1 t foa

to setei - n at 'i nr ,in rri on t evemin, of
Vri ct , r 31st. : a klivn oe w e

frou .aca of ta countI rpe.ent' on 'Ordn.

Party T T an as " i r and voui ,s lr cha
an xchairman respectively.

Dinner wil e at Th:00 pr.n u nage at th e
estaurant Lucas Carton. ope that can ae an
iforal discusion of some of the fiaci p rob

wchwill form t ckgot'd to t Third { les
seot of T..A. It is, of rrly ar ccial

occasion.

(yours ever.,

Den is)

-!c~tt
le'r i . t

r. E, van :It
Seuratary venral

( ) Handwritten by Sir Denis
DHilF ickett :emcc
IDA



r. Robert 5. -c-amara October 9, 1969

Dlenia Rickett

.D.A. Third Peplenisent etiations

I av submitting to you draft letters for you to send to the
'tnisters of the Part overnnents askin the each to appoint a
eputy to represent thie- in the negotiations.

2. The letters are based on the raft which I qhowed you on
Tuesday evenin., the concluding para raphs of which have been
amended in the 1n'i you indicated.

3. There are Ili , t oif~erenes of drnftin, Accordin7 to whether
you did or did not see the ii ister concerned in the course of the
Annual Ieeting. Tn addition, you will see that in too cases (Italv
and enmar!) the letter is addrewseI to the "overnor for I.D.A. of
that country. TIs has been done on t'i- advice of "r. nota and
'r. Farlsson. Tn the cse of the Unite. !ncon, T have adessU
the letter to the Phanc llor ih coneg to the Minister of '"erse ,
Developrent an' to Sir Leslie W'nrien as the U.K. Covernor for T.P.A.
I do not think that either Air Leslie or Irs. Part ould expct you
to address the letter to them.

c.c. !r. Knapp



11C )

ANNE 23ETC 169c% Ce - c a1 enei~ratl

SRICORD OF D~SCUSS7(

0. E..C. 1.

Mr. van Lennep, who had on -:-e previous day assumed offic

Secretary General of G CD, called to se- `r. Mciamara on Thurs

Cc: er 2nd, at 9 :3 a . -Ha had wich him M. JenCottier, ce t

.ecrnary Gr, dMr. Giretti, Assistan: Secrecary Gener .

asynsra 1ty for- evelopment).

amara afer offering his warm cg u onsto Mr. "ran

Senneio c his appointment, outlined for im the timetable whica we . Cd
in .ind for negotiations 'on the Third Replenishment. If fresh cor-cme.

auhr tytz was' to be available not later han July ist 1971 and if, -s

seemed reasonable, a year should be allowed for action by Parliamencs, cce

- negotiations should be concluded at the governmental level by the end o-

next suzmer. This would obviously be a difficult timetable to kaep to,
v~n. the delay which might well occur in the formulation of an aic policy

by the new United States Administration. The Commission under th-e chair-

.anship of Yr. Rudo'loh Peterson had only recently been appointed and was

likely: to report before February or March next year. Nevertheless, we

s J3uld cc our best to persuade the United States Government -o reaca a

cecison without delay on its policy towards he aird aepenisa t of

Yr. McNamara then described the study which we were makin a essc:e

c- eithe ca-ital structure of h ank. The IMF 'ad asked i Exc
Directors to report by December 31: on he need for a general increas

* (cuotas as well as for special increases for indiv-dual countries. "he

policy in the past had been to make adju.-ments in the Bank subscipie of
indvidul countries whose relative q uoas in the Fund were chand. ere

o- oblie-d to cake action in parallel wich a general increase we

- ctc done so in 1959. At cha:ie Fund cuocas had been incr sed

a the Bank's subscribed.cacital had ;een increased by 100%. The
Shotever, taken place entirely in the unpaid capital. If there wec.

a ner.ae now, it was his view thac the ease rested on a need for ad

ca d c pital to strengthen the debt ecuity ratio of the Bank in ine

he 1ene:i expansion of. its operacions. h, did not know what the res

t u would be but his guess was th: w should need an increa

s aibel caial of the same order of e as te increase c - 1c
20% of it should be availa0le cl over, say, the ex: fou

yea.The Bank would hope to reach a dc i on this cuestion :ihin

90 days. e hoed that in the for coo neg otations che Ban- Group v

he :urorc o tce 7ECD and of the DAC. He wouold certainly keep %.'r. van Lennet

of dis cuss ion followed on thDA work oAC and its recionshin : .hI

o e iz0-cc cacion as a wholi c laly discussions beceen- -nce

th. a AO -c-a a'--.~-

:ence of th DAC in order to ccns er they neea to ore c
e in any respect. He wanted co cance Xinisters an.- Aid sr



o...re closely togeacr. Similarly, discussions on aad ana trade should !a

better coordinated.

Mr. cNara then described the steps which the Bank was taking to

give careful study to the recommendations of the Pearson Commission insaa

as hey affected the work of the Bank Grong.

Mr. van Lennen said that the Pearson Report would be discussed by

the DAC at its high level meeting which would take place on 27th and 28th

November next.' It would be very useful if cr. McNamara could attend that

meeting.

Mr. McNamara asked what would be the relation between the DAC high

level meeting in Nove-.er and, the meeting of the OECD Ministerial Council

In April 1970. He would not himself find it easy to attend the DAC high

level meeting in November but he would certainly consider whether he could

do so if the meeting seemed likely to achieve important results.

Finally Mr. van Lennep mentioned the references 
in Mr. McNamara' s

speech to' the oroblems of urbanization and industrialization. The OECD

Dev-lopment Centre, under the direction of Dr. Yudelman, had done a good

deal of work on these sub ects which might be of interest to Mr. McNamara.

Mr. McNamara said that he would be glad to stuoy the results achieved

by the Centre.

D. H. F. Rickett
Vice President

October 8,, 1969

s 1



Mrh n R. Poor. Otober 7, 196

nxons

UA - Enymente of Sord eshment

Contributions in Cash

~ fi~oia et a ntre 08 1 ::e~<ir first ins~talment t

U dollar equivalent al an Present
(inmilions diburse reaining

r39.0 1.0 .00

ber .l- L. 1.0 .9

seder. 2. 3 3.50 .3

C!, uxe-our l i tneir 'i ent of I03 D)
US iol ti1 . hen ~ I irnbece du the ¾Y t , s~ om thei r nii al
subscr, t:ono h~a curentrihtion t, ne est Alenis hi n- a rnc
othr t* er n, As at tk be oebure : on
th re -i <ti mr, er wal i e becond Ge- J n'h & t conitributio: 4

di, r ~ ~ c~ a to tol yto
disburo ,rovl to t, i eu. ,l auset imay I Ua tri on at emebr

contribu t.r mebe: so reuests. Theref>. th - -te theref or, s
been irveste I - i WTeasury bills andI i o- n s, M I ei j2 rat wite
contrib tb o ot-A ac eleratingcoun fro- s edor is su 0ent o
Secoi f: et Crertits.

Sthe Mot he xecutive Eree a eo to the Boarnd of Governors on
Additions to lo. esources; Second rim ent 'lted Mlarch 3, 12 4 .7e tio
16 is as follows:

"The xecu ve rectors wish to eall to te : iti:n o umtributi -
bers tha it woul be helpful to the seoci tio theee members

V.m o 2a their contributions in curre;c ( E mthr in their own currercv
or that of another member) without substituting notes therefor. Tis

1I ela tne association in the aintr mon of it. in nces ard woul
enable it to derive some income from the investment of such funds nrrt
to -: being use :or disbursament on e on i .e leniQhaeet Cr ts. Seven t

mbers h tve exoressed their intentin to ae ,ayment of their cnt rbetion
c *er It is iso >rov d that ory por tion of contributon o-

a m itin aemuber Daid in currency for which notes or similar
pb - <0> : ml not aveboo subetitec il beusedbt theA ar it

forthwi th if srech contributing menber so requests."

The raaaining hal.ace o. Germany' e contribution ($25 million equivalent)
is invested in German Treasury bills. The currency received from the oth-r four
countri ted above i w deo, ositedia our accoU i a Wmth their Centl ns
subject t ro rata drawings. No attempt has been de to-date to invest sucK
moneys.



-2-

When Sweden in August, 1963 paid the first instalment of vieir special
additional contribution to the Association we cabled and asked them to invest
this Uey in Swedish Treasury bills. They cabled back that a special ex-

eegti~rAn been orde to allow IBRD to invest in thee securities but that

the, 7e not repred to extend this privilege to the Association. In the

sa. -f ' n e iksbank stated that they were willing to let the Association

kee- these fu)s in 1, 2 or 3-month fixed deposit accounts carrying interen-

rd : s . ia.d 'n "' Stater Treasury bills. This offer wa: not
acceted: instoa , we asked them to convert the ironor to U- dollars and deoit

it in our account in lhee of iew York ad this Ofon was

invested in ' Treasury bills. This was us:, 1 -. .cuse uor L,, tems

the e: no-tr t-i uine ,nor wasp convertible. -Ie se urOcedurC I

T,11 & P &I eSe&C h~ro: t b.I2 ,

1- tie 01se V7 he currency Wich Swen& hus id jor e Irt . SKi-

mert o1 a seir C-= atiW t' win necon .2 . ;" we e

recuestL the. o) de.o i i cca u er the .. a ,")osI a "l

August ! i cited above. Ai to ne other cr-ency hd, i.e., !nlan, ,ra
and South :frica, we might e lore with the sevel overnments the possibd t

of invertn w4:se noneys in soe form of shorL ee or liq'ua seuri r

time acco0ut5. The 13.0 nsb no investments in South A frica or in Norwy bu

they do x ives ents in lin.A which are co aratively long-tern b ,in

I unde .i :A ½ redeemed .t ar on " , C-th' Iotice. Finlan, Ger4 w an
South 1 rica hae : y ade tneir pay nte to iX is currency, so we can

presum tt me i et er3h .o, , Iloa are

due cri -veider i,1; i -O be rec-- ency.

cc: e ns , i. -- r -1 1 0, ni . an ., .
FIEsI In e . mston

FILE: IDA~ - Investments



1 7 R\AT AAL EVELOP MENT ISSOCIATlO1N

CONFIDENTIAL

IDA/R69-59

FROM: The Secretary October 1, 1969

ADDITIONS TO RESOURCES: SECOND REPLENISHMENT

1. The resolutions attached as Annexes A and B to report IDA/R68-ll/l

dated March 8, 1968, were adopted on September 20, 1968 by a vote of the

Board of Governors, without meeting, in accordance with Section 13 of

the By-Laws of the Association (IDA/R68-52 dated September 27, 1968).

2. In order, however, to give countries which had not voted on the

resolutions an opportunity to do so, the Executive Directors on June 26,

1969, extended to September 30, 1969 the period within which votes might

be cast (IDA/R69-46).

3. Attachment A is a record of the complete vote to the end of the

extended period.

4. In the absence of objection (to be notified to the Secretary or

Deputy Secretary by the close of business on October 6, 1969), this

report will be deemed approved, to be so recorded in the minutes of a

subsequent meeting of the Executive Directors of the Association.

Distribution:

Executive Directors and Alternates

President
President's Council
Executive Vice President, IFC

Vice President, IFC
Department Heads, Bank and IFC
Secretary, IMF



INTERNATIONAL DEVELOPMENT ASSOCIATION CONFIDENTIAL
U: _ _____LSIF!ED

Vote of Board of Governors on Additions to Resources;
Second Replenishment

RECORD OF VOTE G ARCija

Affirmative Votes Cast By: Members Votes

Afghanistan Greece Nepal
Argentina Guatemala Netherlands
Australia Guyana Nicaragua
Austria Haiti Niger
Belgium Honduras Norway
Bolivia Iceland Pakistan
Botswana India Paraguay
Brazil Indonesia Peru

Burma Iran Philippines
Burundi Iraq Rwanda
Cameroon Ireland Saudi Arabia

Canada Israel Senegal
Central African Rep. Italy Sierra Leone

Ceylon Ivory Coast Somalia
Chad Japan South Africa

Chile Kenya Spain
China Korea Sudan
Colombia Kuwait Sweden
Congo (Brazzaville) Laos Syrian Arab Rep.

Cyprus Lebanon Tanzania
Dahomey Lesotho Thailand
Denmark Libya Togo
Dominican Rep. Luxembourg Tunisia

Ecuador Malagasy Rep. Turkey
El Salvador Malawi United Arab Rep.

Ethiopia Malaysia United Kingdom

Finland Mali United States

France Mauritania Upper Volta

Gambia Mauritius Viet Nam

Germany Mexico Yugoslavia

Ghana Morocco Z7aibia 93 246,226

Votes Not Received From:

Algeria *Guinea Panama

Congo, Dem. Rep. Jordan *Swaziland

Costa Rica Liberia Uganda
Gabon Nigeria 11 8,540

Totals 104 254,766

* Recent members

Secretary's Department,
October 1, 1969



Ir. Ieif E. critffersen deptember 29, 1969

K. Georg Gabriel

LDA- Statenents of Contr bat ons

We are atta umg herewitn ten copies each of the individual
statements of Cte..bt'tor of the fo lLowm. de b Country Members

ne herlands
A3rt~any weden

dn.ed {L gdon

Tau navo ,re:.21, re.; .ved st~s a:s ia C aada, Jean1

cc: De s Poore/Gabriel, Rut-a.rd, Subraraanian

FILE: DA - Miscelaneous Reports

J~huarie/es
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Mr. Robert S. McNamara September 23, 1969

J. Burke Knapp

Washington Meeting onIDA Replenishment

The final negotiations on the second replenishment were conducted
by the "Washington Meeting of Deputies on IDA Replenishment" on February 19 -
21, 1968. 1 am giving you below the list of the heads of delegations,
indicating which were Executive Directors, and in a further column my
best guess as to who might be designated for purposes of negotiations of
the third replenishment.

Second _Replenisent Third eplenishment

United States Hirschtritt* Gov't. official
United Kingdom Maude ED Gov't. official
France Plescoff ED ED
Germany Hlaneaann. Gov't. official

Japan Suzuki ED ED
Canada Hudon ED Gov' t. official
Italy Rota ED now but not ED

at that time
Sweden Klackenberg Gov't. official
Netherlands Boomstra Gov't. official

Belg&um van Campenhout ED ED

Smaller Countries:

Australia -
South Africa Stone E, ED

Austria Haushofer Alt. ED Alt. ED

Denmark Secher Gov't. offitial
Finland Kallil a Gov't. official
Luxembourg Ste inetz Gov't. official
Norway Lovold Gov't. official

* Representing Assistant Secretary of the Treasury Knowlton, who was ill.

Something may depend upon whether meetings are held in Washington or
London. For example at the London Meeting of Deputies on IDA Replenishment
on December 1 - 19, 1967, the British delegation was headed by Geoffrey
Wilson rather than by Maude, and the Japanese delegation by Tanaka rather
than by Suzuki.

cc: Sir Denis Rickett

JB dk



])11 121PMENT ASSOCIATION

CONFIDENTIAL

IDA/R69-57

FROM: The Secretary September 23, 1969

IDA THIRD REPLENISHMENT

Attached for the information of the Executive

Directors is a memorandum from the President on the

"IDA Third Replenishment".

Distribution:

Executive Directors and Alternates
President
President's Council
Ececutive Vice President, IFC
Vice President, IFC

Department Heads, Bank and IFC



INTERNATIONAL DEVELOPMENT ASSOCIATION

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

OFFICE OF THE PRESIDENT

September 23, 1969

MEMORANDUM TO EXECUTIVE DIRECTORS

Subject: IDA Third Replenishment

1. In this memorandum I wish to report briefly to Executive Directors
on our plans for the commitment of funds available to IDA under the Second
Replenishment and on the timetable and procedure which I propose for nego-
tiations leading to a Third Replenishment.

2. As Executive Directors know, it had originally been hoped that the
arrangements for the Second Replenishment would come into effect in time
to enable the funds provided to be committed by June 1970. Unfortunately

there has been a considerable delay and the Second Replenishment finally
became effective only on July 23rd 1969.

3. The delay which has occurred in bringing the arrangements into effect
would have been far more harmful in its consequences but for the action of
a majority of the Part I countries in making advance contributions not con-
ditional upon the coming into effect of the Second Replenishment. Fourteen
governments expressed their willingness to make such contributions and of
these eleven either did not need or were able to obtain in time legislative
authority to enable them to do so. Advance contributions amounted to $205
million and these, together with other resources available to IDA including
special supplementary contributions from certain governments and net income
transferred from the IBRD, enabled commitments for IDA credits to be entered
into in fiscal year 1969 amounting to $385 million as compared with $106.5
million in fiscal year 196.

4. Thus by July 1st 196, out of the $1200 million available from country
contributions to the Second Replenishment, there remained about $950 million
available for new commitments. To this there will be added, from time to
time, supplementary resources available from transfers of Bank profits and
otherwise.

5. As Executive Drtsill recall, the Resolution on the Second
Replenishnent contempla te at the additional resources to be made available



under it to IA should be used for new conmitments in the period ending

June 30th 1970. The repot of the Executive Directors on this Resolution

stated that the Association would aim to commit the resources available at

a reasonably even paeo over the fiscal years 1968, 1969 and 1970. Last

year I still had opes that this objective could be broadly met and, in
memoranda which I presented to the Board in July ad September 1968, 1
recommended an VDA lending rogrm which was int eded to enable IDA to

commit the whole of the Second replenishment funds by June 30th 1970.

6. Because of the unexpectedly long delay in bringing the Second Replen-
ishment into effect, it has now become clear that it would not be practicable

to commit the whole of the funds available to us by June 30th 1970. I
therefore propose to extend by one year the period during which these resources

would be committed.

7. We have thus lost a year. I believe that Executive Directors will

agree that it is most important that we should lose no further time and that

the Association should be provided with additional commitment authority riot
later than July lst 19Tl. I therefore ask that it be accepted as an objective

that new arrangements for a Third Replenishment should be negotiated and

legislative approval obtained for them not later than June 30th 1971

8. Taking into account the protracted period which may be required in

some countries to obtain legislative approval, I propose that negotiations
between Part I countries should begin as soon as possible with a view to

achieving agreement among the Part I governments by June 30th 1970. In

order to deal with this task I plan to ask Ministers of the Part I counties
to nominate Deputies to be available to meet from time to time under IDA
chairmanship.

9. To sum up, the timetabie which I propose would be as .

(a) during the course of the Annual Meeting I shal ihoe to

obtain preliminar; views from as many Governors as possiLle,
particularly those of the Part I countries. This can be
supplemented, if necessary, by further bilateral consulta-
tions from time to time;

(b) negotiations should be begun between the Part I countries
as soon as possible, with a view to agreeing ly June 30th

19(0, upon the arrangements which they would 'o 'Ose to te

Assocation for the Third Repleni . These errangemn
s be cons i dered ad aproved y tnhe Executive Dir ectrs

nct la er tha Jly 31st 1970;
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(c) thereafter, the Part I governments shouildi submit the
arrangements to their legislatures for ap-proval with the
object of bringing them into effect not later than July 1st
1971.

10. I should like to request each of you, and particularly those Directors
representing the Part I countries, to give me every support in achieving the
successful completion of this program.



ME M 0 R A N D U M

To: Mr. Robert S. McNamara September 13, 1969

From: A. Broches

Subject: IDA Replenishment - Ouestion of Adjustment of Voting Power

At the meeting in your office on Wednesday, September 10, 1969 we

briefly discussed the question of the adjustment of the voting power of

Part I countries. In accordance with your request hr. Nurick is pre-
paring for September 24 a redraft of his earlier memorandum on adjust-

ment of voting power in which he will include a section dealing with

adjustments which would affect the voting rights of Part II member

countries.

There was also some discussion at that meeting' of the terms of

reference specified in the Report of the Executive Directors, dated

March 8, 1968, to the Board of Governors recommending the approval of

the Second Replenishment. Since this is an important and sensitive

matter, I believe it may be useful to recall the record.

At the meeting of the Executive Directors on March 8, 1368 which

considered this report, there was considerable discussion as to whether

the report of the Executive Directors should state explicitly that the

scope of the review should not extend to the consideration of any adjust-

ment which would affect the voting rights of Part II member countries or

whether the report should be neutral on this point, leaving for future

determination by the Executive Directors the question whether their re-

view should consider an adjustment which would affect the voting rights

of Part II member countries.

The draft of the report first submitted to the Executive Directors

for their consideration stated in this connection that the study would

"also include a review of adjusting the voting power as among Part I

member countries to reflect their total financial contributions to the

Association.

Mr. Stone, in commenting on this draft, said that the phrase "as

among Part I member countries" prejudged the issue as to the scope of

the study. He said as follows: "I can't see how those conducting the

study could take these words as being anything other than, so to speak,

a term of reference, precluding them from examining ways and means of

effecting the objective of those who called for the study, which was not

Australia, without-- in any other way than by reducing the powers, voting

powers of certain Part I countries. I don't particularly want to suggest
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any words which would suggest the other course. I want to avoid words

which would prejudge the issue." Mr. Stone then suggested that this

sentence read as follows: "It would also include a review of the desira-

bility of adjusting the voting power to reflect total financial contri-

butions of Part I member countries to the Association.` In commenting on

the suggested change Mr. Knapp said that "it changes the whole idea and

brings in the whole question of the relation between the Part I and

Part II groups.

No vote was taken on Mr. Stone's suggested language. Later in the

meeting Mr. Stone said that he was not happy with his own language and

suggested the following as an alternative: "It will also include a re-

view of the appropriate relationship between voting power and the provi-

sion of financial resources to the Association." In commenting on his

proposal Mr. Stone said that "'my main worry on this is that the present

words prejudge the issue" and he added (referring to his proposal) that

"these words don't indicate what we are talking about.' Dr. Machado then

made a strong statement objecting to any suggestion which would involve a

study of Part II voting power and ended by proposing to add the words

"without affecting the voting rights of Part II member countries to make

perfectly clear any adjustment or changes in voting proportion will be

purely a matter of the rich and will not affect the voting rights of the

poor." Later in the discussion, M1r. Woods and Mr. Knapp had the followiing

exchange:

Mr. Woods: 'What have you to say on this subject of Part I and Part II

voting rights? First, let's get the situation, the facts straight. Is

it true that in these discussions the question has to do solely and exclu-

sively with adjustment of voting power of Part I countries, leaving Part II

countries entirely aside."

Mr. Knapp: "I'd rather put it this way: One country in particular felt

some adjustment should be made in this voting power which was becoming

disproportionate to its contributions; and their specific proposal was

that that be taken care of by adjustment among the Part I countries."

Mr. Woods: "So that Mr. Stone's language, which does embrace the Part II

question, was beyond what was discussed in connection with this negotiation."

Mr. Knapp: "That is correct.

Mr. Woods: "Well, if that is the case, then it seems to me the proper posi-

tion for you to be taking or for me to be taking is that Mr. Stone's sugges-

tion enlarges in a manner that's quite troublesome the original intention

of the Part I countries."

Mr. Knapp: "Well, my comment was that Mr. Stone's language, although it

enlarges it, might still be quite satisfactory to the country that raised
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the problem. Now whether it's wise or not for this group to so extend the
terms of reference, I have no comment on that."

Mr. Rajan later said that he believed Mr. Stone's amendment enlarged
the scope of the original sentence as far as voting power is concerned
and that it was his understanding that Part I countries 'in their gener-
osity have decided to leave the voting rights of the Part II countries,
the beneficiaries, to retain them as they were." Mr. Lieftinck said that
he would not >go beyond the clearly expressed desire for reconsideration
of relative voting power as among Part I countries. That is the only point
that has been raised."

After a recess Mr. Woods put up to the Directors for a vote a redraft
of paragraph 23 (formerly paragraph 22), the last sentence of which read
as follows: "The study will also include a review of the desirability of
adjusting the voting power as among Part I member countries to reflect
their total financial contributions to the Association."

Mr. Stone then said that if the only reason that Mr. Woods was pro-
posing to put this to a vote was to take account of his (Stone's) objection
"ithat I think I almost alone have raised, then I think I should perhaps save
you the trouble of polling the Board by saying I will not press the objec-
tion further."

Mr. Woods said that he nevertheless wanted a vote. Mr. Suzuki said
that he wanted to make it clear that his government was "not proposing an
adjustment between Part I and Part II countries." Dr. Machado said that he
was delighted to hear Mr. Suzuki and said that in order to make the matter
perfectly clear he wanted to add to the paragraph the following words:
"qwithout affecting the voting rights of Part II member countries' even though
this language might be regarded as redundant. Thereafter there was a general
discussion raised by Mr. Lieftinck as to the effect of the Articles of Agree-
ment on any readjustment.

Mr. Woods then put to a vote the sentence with Dr. Machado's amendment,
such sentence reading as follows: "The study will also include a review of
the desirability of adjusting the voting power as among Part I member coun-
tries to reflect their total financial contributions to the Association,
without affecting the voting rights of Part II member countries."

The amendment was approved by the Executive Directors, with Messrs.
Donner, Lieftinck and van Campenhout voting against, Mr. Stone abstaining
and Iessrs. Kochman and Plescoff absent.

Mr. Woods then called for a vote on a second amendment, namely to
delete the words "of adjusting" and to include after the wo-rd 'desirability'
the word-s "and practicability of adjusting (with or without amendment of the
Articles of Agreement)". The sentence then read as follows: "The study
will also include a review of the desirability and practicability of adjust-
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ing (with or without amendment of the Articles of Agreement) the voting

power as among Part I member countries to reflect their total financial

contributions to the Association without affecting the voting rights of

Part II member countries."

This amendment was approved by the Executive Directors with Dr.

Mejia-Palacio voting against, Messrs. Jahanshahi, Skjerdal and Suzuki

abstaining and Messrs. Kochman and Plescoff absent.

The paragraph as a whole was then approved by the Executive Directors,

with Dr. Mejia-Palacio voting against, Messrs. Jahanshahi, Stone and Rajan

abstaining and Messrs. Kochman and Plescoff absent.

It is clear therefore both from the language of paragraph 23 of the

Report of the Executive Directors and the discussion at the meeting of

the Board, that the review to be made by the Executive Directors pursuant

to paragraph 23 is not to cover consideration of any readjustment of

voting power which would affect the voting power of Part II member countries.

,(Initialed) A. B--

cc: President's Council

Mr. Wm. Clark

Mr. L. Nurick



FORm N. 58 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINA CE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUMOFFI E M MORA IL)DATE: September 10, 1969
TO: Mr. Robert S. McNamara

FROM: Denis Rickett J

SUBJECT: Third I.D.A. Replenishment

I attach 2 papers which have been prepared by the staff of the

Development Finance Studies group in response to the request made at

the meeting of your Council last Wednesday.

Attachments

c.c. President's Council



THIRD IDA REPLENISHMENT

Alternative payments schemes for a replenishment of

$3.0 billion commitment authority spread evenly over

a three-year period

(igures in US$ millions)

Alternative 1. Payment in cash or notes in three years, to be made during the

same fiscal year as that of the commitment authority.

Fiscal Year 1972 1973 1974

1,000 1,000 1,000

Alternative 2. Payment in cash or notes in five years, to be made in successive
fiscal years starting with the first year of commitment.

Fiscal Year 1972 1973 1974 1975 1976

600 600 600 600 600

Alternative 3. Payments as needed for disbursements. Under this alternative it

is assumed that the IBRD will transfer $100 million in each year of

the commitment period. A commitment authority of $1,100 million

each year is therefore used in the calculation.

(i) Assuming that the IBRD funds are used pari passu with other funds,.
the. drawings from the national contributions would take the

following pattern, if the historical p tern prevails.
(Drawings expressed in round numbers),

Fiscal year 1972 1973 1974 1975 1976 1977 1978 later years

100 300 500 500 500 400 400 300

(ii) Assuming that the IBRD funds are used first, as available, the drawings

from the national contribution may take the following pattern, if the

historical pattern prevails. (Drawings expressed in round numbers).1!/

0 200 400 600 500 500 400 400

1/ No program lending and no balance of payments safeguards are assumed.

U. Sacchetti/J. Hulley
Development Finance Studies

15 September, 1969



THIRD IDA REPLENISHMENT

Major Issues

1. Role of concessionary aid

Need for larger concessionary aid in general and for a larger IDA in
particular.

2. How to replenish IDN

A. Full replenishment through "automatic" arrangements made once
for all. Funds to be obtained from:

(i) Link to SDR distribution?

(ii) Other formulae (e.g. earmarking of tax revenue; transfer
to IDA by Part I countries of interest and amortization
payments received from LDCs; link to gross national
product)?

B. (i) Use of arrangements outlined in (i) and (ii) above for
supplementary contributions.

(ii) Use of Special Funds for supplementary contributions, with
or without conditions attached.

(iii) Increasing transfers of IBRD to IDA.

(iv) -Resources from Part II countries or from transfers of
some Part II countries to Part I.

C. Methods of replenishment. Four possibilities:

(i) continuing with contributions?

(ii) replacing contributions totally or partially with loans?
(problem raised by Germany) If so, is the amount of payments to
be increased by adding present value of repayments to the lending
country, or to be increased in such a way as to obtain the
same grant content?

(iii) replacing contributions with outright grants?

(iv) replacing contributions with subscriptions? If the latter
is adopted the problem of voting powers between Part I
countries as a whole and Part II countries as .a whole arises.
Possible solution to the problem. Changes in the Articles?
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(v) Problem of voting power as among Part I countries

regardless of whether contributions, grants or loans are

used (problem raised by Japan). Satisfactory solution of this

problem only through changes in the Articles.

D. Replenishment through periodic negotiations as in the past.

(i) Amount of the replenishment. Commitment period:
Three years or longer? Payments period: Three or five years

orcalls as needed?

(ii) Burden sharing: need to fill a small gap. To be done
through:, (a) minor adjustments to present scale? (favored

solution); (b) through the adoption of a new formula
based on national income or other elements? (e) with or

without ceilings (e.g. maximum of 40 percent)?

(iii) Balance of payments safeguards. Dispensing with them?

(most desirable solution); maintaining the present ones

but with more limited relief? continuing with the present

ones?

3. Use of IDA funds

A. General management issue. Semi-annual consultations? Annual budgets?

B. Area and purpose of credits:

(i) extending area through changes in per capita income

criterion? Through ad hoc changes?

(ii) Program lending? Local currency financing?

(iii) Subsidization of IBRD interest rates: through cash grants?

annual transfers to Bank? for limited period or the whole

lifetime of loans?

4. Timing and procedures

A. Desirability of a resolution.

B. Completion of requested Executive Directors report on methods and

voting power before starting of multilateral consultations?

C. Target of June 30, 1970 for completion of multilateral agreement;

and target of June 30, 1971 for ratification. How are governments

prepared for this time schedule?

D. Changes in qualifying majority for effectiveness of replenishment:

lower majority for first instalment? and majority as in Second
Replenishment for full replenishment?

U. Sacchetti

Development Finance Studies
15 September, 1969
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'r. Patrick d, rontenay Sentember 5, 1969

Denis Rickett

Yr7 rrention and the fnancin of Aid

I should be grateful for any connents vonu onuld have on the

attached draft of an article by Mr. Fried of the Prooking- Tnstitution
which is to arpear in the next issue of Foreign Affairi.

2. T should particularly like to have your view on Vwo points

(a) Ta there any justificaton for sayinp that 'The rles

provide in effect that 7% of any country's total SnR rpreapts represents

a non renvyable claf" on the resources of other coitntrion? (SeO r-Oe 5)

And is there any justification for using this figure of 707 In calculptbne
the proportion of their SFPR alocations whio levelped countrtes mir'ht
be asked to nake evailable to TDA? (See pago 15)

ly un.!crstandinj is that all SPPS are reoayable by a counttry
which leaves the scheme or by all countries If the Acheme In liquidated.
If neither of these two thiny happen, the revuirement i I think. that

over five--year period countries should renrer&n on the average a holding
of $ a amounting to 30 of their allocation. The French attached great
importance to this provision because of their concept thet !1M vaere a

form of credit. other countries consid re/ that thin provision amountel

to a renutrement affectin, tho corposition o reserves. In other ord,

since they intended to treat SDRs as part of their published reserves, "he

requirement to reconstitute' their holdins of Q's at any time meant merely

that thev would hold In consequence more 11"9 4nd lese of other sseets then
would otherwise have hvr the case.

(h) The secor, paenve, which I have already referred to (at the top

of page 15), suggests that the U.S. legislation regarding DRs should be
3uendel so as to enable the Adinistration to raise counterpart funds ron

the sale of SD)R to Ohe ediral ,serve 3anks not lerely in the case of SMRs

tendered jv ochr couitrtEs Ln exchange for dollarA, but in the case of SqRs
aliocatel to the "niMd States by the I (F for which no dollar payment is

requirod. If such letilatton were euacted by Conuress, would this nean
that such counterpart funds coull h4 used by the Aministration for sub-
scriptions to IDA without any further appropriation authority? What is the

nosition in other cowtrtes An well?

3. yhese two custions ay be answered by t'iplication in the paper which

you hv alrady written Go SDus !ut I should be glad to have any further
cotntsi specifically on these two pointa.

c.c. Mr. Sacchetti
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August 15, 1969

Mr. Lester Nurick
c/o ~elsey
Adam- Tanding
Grand sl>e, Vermont 05453

Dear Tester:

I am enclosing the following: (a) a memorandum from Sir Denis to
Mr. MlNamara in regard to the third replenishment; (b) a redraft of your
memorandu., ar inteire t aubsldie prepared by :onie ; and (c) a menorandum
to you f'roi me in regard to possible Ie;a rob ems in connection with tie
specific interset Absidy sche e favored by 'ir Denis.

Ugo Sacchetti called me today about your other memoranda which he
wants to put in the black book on the third replenishment being prepared
initially for Dir Denis and ultimately for !Ar. McNamara. He suggested
some minor wording changes in your memorandum on effectiveness which I
accepted. He raised rather more important questions about your paper on
voting adjustments. These were as follows:

(a) on page 5 there is a reference to an Appendix A describing how
one method of voting adjustments right work. I have not been
able to find this appendix and have assumed that it has not yet
been prepared. The reference to the appendix will be deleted in
the draft going into the black book

(b) in connection with paragraph 12 Ugo wonders how it is possible
for Part I members who are making additional contributions and
not subscriptions to have their votes increased when you say in
paragraph 13 that the Part II countries cannot get additional
votes because they are not making additional subscriptions.

(c) in paragraph 15 he wonders how the relationship of the voting
power of Part I and Part II members would be adjusted if a
country like Switzerland joined IDA as a Part I member.

(d) finally, he points out in paragraph 16 that if the IDA Articles
are to be amended this would require legislative action not
only by the Part I countries making contributions to the replen-
ishment but also by Part II countries.

We agreed that the voting memorandum would go into the black book
initially without any changes to reflect these comments, but you will be
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able to make changes yourseif in all the imeorana during the fist week
of eptemiber before the papers are jivan w r. cNamara.

I have sent copies of thi etter and of the attacmnt to onie in
rance and Piero at the Yank. I have a o ent copies of the letter

and wr emorandua on interest ub ide t ir ~ni who wi retm fro
ae on u 2 and t acchetti

no P7t hW a Lo raled the question of whether we should have ,
re ~im 1. th wrard of~ Govemors requesting the :outive Di rec tor ^t
maio p pa' re enismet aswe did in1962 and125 oke
to hirley ar e Au Aur reaons or avin :mch reso ution

had the resoluti n bec we ha n2 2 h weaditin
1V62 p 1 e C nrptei n a : u 'alhV w
.t5 rrear, d% G :-coiveL <ire ora. wsm-n3u;h a i mn.

in ' . , ; 0 .L', m. i aer oml anon >n in ree in the
S: n i io oton "nday.

I e yain' a goo ntuiwr-

Sincerely,

/s/

Nugh . Scott

HN 4t/dg
cc: Mr. Broches (in France)

Sir DoAi Aic et (o/r)
3r. 1coetti

Ir. 3elia
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: August 7, 1969

FROM: Denis Rickett

SUBJECT: IDA Third Replenishment - Progress Report

I. INTRODUCTORY

The. studies in which we are engaged are intended to do three things:

(a) to provide an analysis of the case for concessionary aid;

(b) to consider whether there are any other means by which additional

resources can be provided for IDA apart from periodic negotiated

replenishments from appropriated funds; and whether there are any

new techniques by which IDA funds could, in future, be used more

effectively;

(c) to examine the principal questions which will have to be settled

in negotiating a third replenishment, such as:

(i) the amount and form of the contributions;

(ii) the period to be covered and whether annual contributions

should be at a level rate or on .a rising scale;

(iii) the share to be contributed by each country;

(iv) whether, in the new arrangements, any balance of payments

safeguards should be included.

2. Draft papers on all these subjects have now been prepared by the group

of economists working for me under Mr. Sacchetti. Further work is required on

some of them and we have not yet completed the history of the previous negoti-

ations; the paper on regional banks, and the paper on the use of the guarantee

powers of zhe Bank, which were subsequently commissioned. It may, however, be

useful if I suamarize in broad outline the results of the work already done.
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II. TEE CASE FOR CONCESSIONARY AID

3. Our analysis of the case for concessionary aid as originally planned was

based on two alternative methods of approach:

(a) it would examine the need for capital of the developing countries as

determined by a target rate of growth (e.g. 6-1/2%) and limited by

the various factors which together make up "technical absorptive

capacity". Such calculations, in terms of aggregates for the develop-

ing countries as a whole, are somewhat artificial and are intended 
to

indicate broad orders of magnitude only. More reliable estimates can,

of course, be prepared on a country-by-country basis. Using either

method, however, it can be shown that the needs of the developing

countries for additional capital over the next 10 years are very large.

(b) it would take as an alternative starting point the internationally
1/

recommended targets of a net flow of financial assistance of 1% of

national income and of 1% of gross national product. It would then seek

to show that, given the'present average terms of lending, to achieve

either of these targets would require a very large and therefore unrealistic

gross flow of lending (to cover interest payments as well as amortization

in addition to new lending); or a smaller but still very large gross flow

(covering new lending and amortization only) which would result in a

mounting debt service problem for the developing countries. Even if a

gross flow on the larger scale could be achieved, this only defers the

problem of debt service at the cost of making it ultimately much larger.

It would require a much more rapid growth 'of exports by the developing

/ I.E. Nat of amortization.
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countries than is at all likely. It is not difficult to show,

therefore, that the proposed targets, if they can be achieved

at all, cannot be achieved on the present terms of lending.

A substantial increase in the amount of aid made available on

concessTionary terms is required. Failing that, it will be

almost inevitable that serious debt servicing problems will be

created. The only other alternative would be a reduction in

capital flows leading to a slowdown in the rate of growth and

employment.

4. It is less easy to show what proportion of the increased concessionary aid

required must come from multilateral organizations and, in particular, what pro-

portion of it must come from IDA. It can, however, be said that if present trends

in the terms of bilateral lending continue, the situation will deteriorate unless

the proportion of multilateral aid in the total is increased. And it is possible

to argue that the proportion of IDA lending in the multilateral total should be

increased to offset the effects on the indebtedness of the developing countries

which will result from an expansion of Bank lending on hard terms. This last pro-

position, however, is not necessarily true. It is the total of concessionary aid

from all sources which must match the total of hard lending from all sources. The

case for an expansion of IDA must be based on other and more general grounds such

as the greater efficiency of multilateral organizations and their greater success in

persuading the recipient countries to adopt the right policies.

5. It is possible also to reinforce the case for a higher rate of IDA lending

by pointing to the slow progress which the Part II countries would have made by 190

n raisins their income per head above the level of $250 even if they could achieve

a growth rne of, say, 6-1/2% per annum. Even in countries where income is above

this poverty line, there is a great shortage of the basic infrastructure of economic
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and social services. In all developing countries, moreover, there is an acute

problem of unerployment.

6. You have already seen the first draft of the paper prepared on this subject

by Mr. McGibbon. As a result of discussions in the working group and with Prof. Mason,

a number of changes are being made: In particular, much less emphasis will be placed

on the analysis of needs in para. 3(a) above.

7. I have asked Mr. Clark to help us in preparing a simpler and more "popular"

version which can be used in your discussions with members of Congress and drawn

upon in public speeches and other -publicity work intended to build up a case for IDA.

III. NEW SOURCES OF FUNDS AND NEW TECHNIQUES OF USE

8. Under the first of these two heads we have examined the following possibilities:

(a) the possibility of a link between SDR creation and IDA replenishment;

(b) the use of interest and amortization payments on official bilateral

loans to developing countries;

(c) the earmarking of the proceeds of taxes;

(d) other automatic formulae on which a long-term agreement for the

periodic replenishment of IDA could be based, e.g. a link with GNP

of Part I countries;

(e) larger transfers of net IBRD income to IDA.

Papers on these subjects have been written by Mr. de Fontenay, Mr. Hulley and

Mr. Sacchetti. Of the five possibilities examined, only the first and last seem to

us to hold out any prospect that they might contribute to a solution of the problem.

To many people there has seemed to be a good case for trying to establish a link between

reserve creaticn and the finance of developmen. But this idea has never found much

support friu donor -cvernments. The possibilicy of a direct allocation of SDRs to IDA

a it would t at .estance o te nrench wovldned e drating of the so eme

adit wou,-ld n-ow require an amendment which would need approval by Parliaments to make
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it possible. Nevertheless, this idea should not be altogether abandoned. There is

always a chance that in a few years time official opinion on this subject might chane.

But it clearly will play no role at this stage in the Third Replenishment.

9. A more limited proposal has been -ut forward by Signor Colombo under which,

once a decision on the creation and distribution of .SDRs had been taken, governments

might agree to allocate to IDA (or to invest in World Bank bonds) a sum equal to a

stated proportion of the additional reserves they would have acquired. This seems

to us to have only limited advantages and some disadvantages. This proposal also

has not received much support from the Deputies of the Group of Ten, but it may be

considered further next year after the first distribution of SDRs has taken place.

10. Under the heading of "Larger Transfers of Net IBRD Income to IDA", we have

considered the effect on Bank earnings of an increase in the called capital of the

.Bank. The possibility of an increase in the subscribed capital of the Bank should,

in any event, be considered because the planned general increase in 
Fund quotas which

will take place early next year provides an opportunity for parallel action by the

Bank which will not recur for some years (though there is nio necessary link between

increases in Bank subscriptions and in Fund quotas). An increase in the Bank's

uncalled capital will, in any event, be needed in Fiscal Year 1972 if the total funded

debt of the Bank is not to exceed the U.S. undrawn subscription and, if so, action

should be taken in good time. An increase of, say, 50% would be sufficient for this

purpose and would be the same in absolute amount ($11.5 billion) as the increase made

in 1959. 1f, in addition, a proportion of the increase, say, 20%, were to be called up,

this would strengthen the Bank's earning capacity and hence make it easier for the Bank
2/

to make sfcrs to IDA. If this proportion (equivalent to $1.8 billion ) seems too

/cr& are calculated on the assumtion that those countries which have

role d their 9% subscriptions in full will release the full amount of the called-up

capital and that the remaining members will release only 1% (corresponding to 2%

of th~e orf inci subscriptions)._________
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3/

ambitious, we might go for 10% (equivalen: to $0.9 billion ) and thus maintain

the present rat o of called to uncalled capital. Clearly it would be much harder

to convin ce governments of the need for an increase in the called-up capital than

of a need for an increase in the uncalled capitlal. But the legal and political

implications of such a step are being further exaMined by the officers of the Bank

who are concerned. This is a matter which you will no doubt wish to discuss in

the President's Council.

11. We have examined also a question of a less fundamental kind which was raised

in the negotiations for the Second Replenishment, namely, whether there should be any

change in the form in which contributions are made. This includes questions which have

implications for voting rights, such as whether the Third Replenishment should take the

form of additional subscriptions and not contributions; and financial questions, such

as whether contributions should in future be by way of interest-free loans (on the

Swiss model). In the Second Replenishment negotiations, a number of governments,

particularly the Germans, were in favour of loans as opposed to contributions to

IDA's resources; and the Japanese Government asked for a study to be made of, the

relation between the contributions and voting rights of the Part I countries. (See

also para. }8' below.)

12. These cuestions, on which papers have been written by Mr. Hulley and

Mr. Nurick, are to be considered in a Staff Study requested by the Executive Directors.

This is a task which will have to be taken up immediately after the Annual Meeting, in

consultation with representatives of Part I countries.

13. In judging all these possibilities, it is important to ask whether they would

p rovide adLitional resources for IDA or whether they would compete with the amount

3/ These ai ure ore calculated on the assutition that those countries which have

released their 9% subscriptions in full will release the full amount of the called-up

capital ana that the remaining members will release only 1% (corresponding to 2%

of the original subscriptions).
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1ikely to be available in the Third and susqn replenishments. There is an

obvious danger, for example, that an.increase in the Bank's called-up capital and

allocations to IDA of SDMs (whether direct or indirect) might have this effect.

14. The second main question which we have considered in this part of the study

is whether there are any new techniques by which a more effective use could be made

of IDA funds. A paper on this subject has been written by Mr. Saxe. We have given

attention particularly to the proposal which we understand is being studied by the

Pearson Conison under which cash grants or credits (as opposed to development

credits) would be used on a selective basis to soften the interest terms of Bank

lending 'ere is nothing new about this in principle. The Bank Group already

uses the policy of blending Bank loans and IDA credits to produce five different

sets of terms, namely, pure Bank, hard, madimn and soft blend, and pure IDA. The

difference in the suggestion we are examnaing is that IDA would give grants or credits

which would be used in the first instance not to finance development directly but,

in effect, to buy an annuity from the Bank in the form of a waiver of interest over

the first ten years of the loan. This would enable the Bank to lend to countries

which would not, otherwise, have been creditworthy.

15. As compared with the usual blending technique, it would finance directly from

IDA funds less development in the first year of the transaction and it is for this

reason that it vdould economize in the use of scarce IDA resources. But there would

be a net advantage to the borrower who could either not have borrowed from the Bank

at all or could have done so only by diverting foreign exchange from investment

expenditure over toe next ten years.

16. Is will be seen that one danger about this proposal is that it -iZht be

ragarCad as ecuivalent to purc balance of paymnts support and might lead to sterile

discussion in zhe Board such as that whico too- place about programme versus project
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ending. ~:isposiehowever, that the dicussiorn of this subject in the

Pearson Rpr ay lead to a different attitude on the part of certain governments

(or certain Executive Directors).

17. Cash grants or credits could be used to soften the terms of Bank loans in a

number of ways. We have given particular attention to the possibility of

by this means an interest waiver on Bank loans for the first ten years of the loan.

18. As in the case of the -proposal for an increase in the Bank's capital, you

will, no dohbt w to discuss in the President's Couni w would oe ivolved

in a proposal to the IDA Executive Directors that lDA should use part of its funds

as a direct subsidy to the terms of Bank loans. One consequence might be a change

in the distribution of IDA funds since there would no doubt be pressure to make

loans on ssidized terms to Latin American countries.

IV. NEGOTIATIONS FOR THE THIRD RELENQSEMEN

19. Under this heading Mr. Sacchetti has prepared a series of papers dealing

with the main cuestions which will have to be settled. These concern:

(i) the amount of the replenishment;

(ii) the length of the period to be covered;

(iii) the respective contributions of the member countries;

(iv) whether the replenishment should be made in equal annual instal-

,aents or on a rising scale;

(v) whether the arrangements should, on this occasion, include any

balance of payments safeguards.

The paper relating to the sharing of the burden ((iii) above) should be read in

ca jfnction w te paper by Mr. Nunch discussinc now it would be possible to

can teive conatwaat. ons wtheoat fossible affecting te b a

of voting strength between the Part I and the Part II countries. He concludes that
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souldo b one by any satisfactt wto an mnn of the

Articles. a ry, therefore, be necessary to consider as an alternative a soluio n

which- wouldzalow, h Part I countries to increase their voting strengta -a-viS

20. conacusions which may be drawn from Mr. Sacchettie pers can be or a y

sumaarized. as follows: Te amount of the Third neplenishment cannot be settled nw.

So much depends on the attitude of member governments. There are indications that some

aovernments niht be prepared to support a large increase to, say, $ onJ-on annual -y

(there has been discussion of this in U.S. and Canadian circles). Other governments,

such as France and Germany, may press for a low figure with little increase over the

presant leval. Past experience shows that it would be a mistake to enter into pro-

longed discssion with the. U.S. Government first and then seek to get the other

governmen ts to fall into line. It would be better to sound all the principal donors

imultaneoly, not naming any specific figure but stressing the needs of tne develop-

in couris-or concessionary aid.

21. Whatever the amount of the basic replenishment, a strong effort should be made

subsequenly (perhaps calling a meeting for the purpose) to get those countries who

would have been willing to contribute at a higher level than that finally agreed upon

to make speciaa supplementary contrbutions. tmght be possible to agree that

special canditions should be attached to such supplementary contributions, such as

their des nation for use in particular areas. Tying should, however, be avoied.

22. 2e3ore we could accept supplementary contriutions for use in designated areas,

we should have to be sure that we should get substantial additional amounts in this

VwL" ayL 3 a C tS or_ cattang- ad nte r stc co-ntri utions in subsequent
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23. ccdeatures from the :raees tade o t second Replenis Cnt ay

be ho h dsirbl. hef-irst is thaz ah c fig mjrt (in term""s o: umer
be toou< Cr -_4_,_ - K

oncount cont ons; sao--a ca LOxeC at a lower level. n1e1

adopted for the Secon~d Replenishment (12 countries with contributions totalling

---- ~-; ~ ~ or an'ad e a Vaco

on rhe co ng into force of t'e arrangement. We should try to avoi thS h iame

though i may not be easy to reach age toni:. If necessary, the arrangement

could' co-e ino force in two stages, the fs instalmen becoi.nd -en a

certain nuber of countries had deposited their nocifications and the full amount

whea larger number had done so. These possibititaes are examined in a note by

24. Tie second possibility is that on this occasion the period over which in-

stalmatcould ce paid (by the deposit of notes) would be longer than the period

over which funds would be committed. This corresponds to the facts of the situation,

since disbursements lag behind commitments, ana might be welcome on budgetary grounds

to some governments. The change, if 'i absorbed the whole of the lag, would be once-

for-all in the sense that a furthez lengthening of the payment period could not be

introduced an subsequent replenishments.

25. As regards the commitment peri, there / be advantages on this occasion

in makin ive years, provided that the amount of the basic contributions negotiated

was satisfactory. If it were not, we would have to fall back on a shorter period

which should, in tha case, be three years.

26. If it can be negotiated, a rising scale of contributions would be desirable.

eort, however, we should> bered to acc-pt equal annual insta~.mnts.

27. j encats JdgedinCtrm7fle lation to GN2, revrsom fteXent oe

~lol oclen inth caoet'- ty oav eee mcc 1e by a seria3

or c. x?: c. ~enc . Juge c . in elto to GN2, several of h onr
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Coc l .g. the n :anee and the U.S. contributions ae too

.e t to recas; i alo h -ih l

negoat:ioxs whc would Da not e j y acevd. Some Liscussion

o- CSo coCri i' h r haeSlig-- ly,-tis did not suffice to fill

the gaz which was creaed by ceti conre euigtersae h a a

only fil ea by the Swiss lon and by suplement ary cont ributions from certain
SL ~0 '--c -'.L c-: ? -- 0

countres on h srrsann th ese would create ao preceden for t

23. On the whole we believe that it would ce bestto try to keep as closely as

possible co the existing shares and to find some cd hoc method of closing the gap.

Cr. SaccheLti suggests a numb r of altarnatives in his paper. If, in the course of

zlotaa -ore L Shares of cnr n are criticized, i might be possible
negot~C zt"n cou-e prsn snre cc sosidu , reo a

to aunte a.cno - oge study om ossi: aeratives which could be considared at

rhe tim~e c6, or even in aavance o, tne oua aneas-e

29. Tinally there is the question of balance oc pyments safeguards. This may

we- rove a cult issue.' There will certinly be strong opposition from a

n e outre to any proposal to continue the balance of payments safeguaras

fr t U States in the Third Relenishment, the first instalment am which will

11unti hvC 171 and ree to five years

Cr C) zh r f , Ch wzle S u b unwilling to give up such safe-

guards a .er. Some ,coros ..y arefa have to be found.

30. Th.s 1 essentially a matte o ne ot on among the Part I countries. Our

-l n sanca of-rJ OS o

a ot. ceeca loIcn inter a nt. Oherise we shudb -Est anI dou



S -. - 12 - Auust 7 1959

- o h un t w mgc u m t to t ai, an ence c

s whi c! we couldc.

1.1drfof l the paZs (of w.cyou have rceoived copies rnow

as clrn coici opss adcoi

e i l covering s I ave also eareda a drax' >upveic you

coul circlate ao the Governors of 2ar cou srfore te Anual XCetin.

32. a should be in tiaL z no ate than tneenh -7 0 s-

Wrin ordr to leave oie fo you to discuss them with us before the

* ~a
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Denis ickett

Use of IDA Funds

We are to discuss next week wit r. Sacchetti and Prof. Mason
in what way the paper , which you have already contributed on this
subject, right read to be expanded as part of the briefing paper for the
Third Replenishuent.

2. May I say that I feel that this part of the paper, together perhaps
with that on tie increase of the bani-'s capital and some of the papers in
Part III, will 1e tie key sections and it is important that we nake sure
that we set them out in the most convincinf way possible. I have already

mentioned to you that in some guarters these ideas are regarded with a

certain hostility.

3. You should know, however, that Mr. Ne amara himself, is much
interested in this idea. ;e sarld that he hoped that our paper would
include an outline prograne of landi for the Ban' an ThA. Tn the

present fiscal year tie two institutions together are leadin, $1700
million at an averare rate of 5.44. 1hat will the total be over the
next 5 years and what is the average rate of interest likely to be?

4. At present t a Group ln ine falls under five adings

(a) pure Bank
(b) har! bien
(c) medium len
(d) soft blend
(e) pure IDA

The amount at present devot to pure "A" was small - 221 million. It
should be increased over the next 5 years. The rate of lending on "pure
Bank loans could be allowed to rise som-ewhat higher to match te marginal cost
of horro-in, but only if this could be coupled with intermediate rates of
lenin' eg. 7-1/2, S', T:', 3/4,. at estinates could we give of tie anount
of TDA and an.k qnev to be used resnectively in subsidized loans of 57 an 3A?

Were thse interne.iate terms to b(e strait forward Rank loans at constant
rates of itetrest or i'hould the aver e tor be acalieved by devises such
as Interest waiver in the first 1 years?

5. It see- to tit iF we .re to reet this request we shall need a
version' of vnnr poor ic Is somewhat longer and in rather more general
terms. It would, I hi v, useful if it could include whatever evidence
. 1ave tat suc a chnique ill he politically acceptable to the rnenber
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countries. You mentioned, for exanple, that it is providei for in the
latest Yaounde convention. It would also be useful to have gowe brief

referance to the techniques of interest subsidization used by the Inter-

American Development nin in adrinisteriu- the social progress trust fun.

6. I uentioned to you toat 1r. Deuth (who was very critical of te

whole proposal) tiouoht that at the very last we sho1ly ive Interest

su siie in tp forn of nroeram oans. Then T remined him that there
has been stronq criticism in the oard of ro ranmie lendin, e repli

t'.alat very reason cne -rants or credit ,ould 17 oven more crticimP.
Persa s one aver tn this I thiat lans on th interrrediate trts ref erra'
to aVe mut ! 7 to a W1'rent rane of countrtni. T'bi ,M1 attract
support, >.-. ro- te Latin nerican, het Ay meet rith e-,osition fro-
countries suc as the United innor, and Canada who are alreadv unhanpy

about the raluction in the a9ar- of 11 fundo -oi- to India and PAitan,

7. "erhap when we aet On OnOl- we could also discuss the note you
have se t me about - .

c.C. ir. Sacchetti



Mr. Ugo "acchetti August 1, 1969

Denis Rickett Sir 0Dmis IlCkett

IDA T!ird plenishmant

I have had the following instructions from the President:

(1) In the briefs which will be prepared as usual for the Annual
aeeting (they were prepared last year by Mr. Kalmanoff), he

wishes to have data showing for each Part I country the amount
of their aid programme, its distribution between bilateral aid
and multilateral aid and its contribution to each of the
regional organizations, such as ADB, TADE, EIB and ADB. He
believes that ultimately much greater coordination will be
needed between the World Bank. and the regional organizations
both on the raising of funds and on their use.

(1$) Re wishes the briefing paper which we are preparire to include
a summary of the projects financed fron IDA funds under headin-s
such as Agriculture, Education, etc. In the case of Agriculture,
he would li e figures of the total area benefitted by projects,
and for Education, the number of %tu.ents whose training is bein
financed. There is a table on these lines in the report of the
Inter-American Development Bank.



"r. Robert S. "c&amara July 31, 1969

Deis Rickett

I1)A Tiird pl enif shent Te ;ee! for oncess ionaryAid

You nentioned at lun ceon on uesday that you would like to see
the first draft of Section 1 of our staff tudy ialing with the nee
for concessionary aid. I attach copy of Mr. Mcibbon's draft. "e
are still wor.ing on this and will produce a revision later. In the
meantime, however, I have sent a copy to Prof. Mason. e Vill be in
Washington at the begi nnini of nextt we-k an it might be useful if we
were to discuss it with him.

2. Mr. Sacehetti has pointed out to me that in uging the figures
for TDA lan given in paragrap 2 ic appear to be much too low,
one has to bear in mind:-

(a) that the figures of $0.4 billion and $0.5 billion for 1973
an 0, respectively ar on a dsursement basis and, ther
fore, represent comitment rates in Fiscal 70 and Fiscal 77,
respectively

(b) the figures assum fulfillment of the national income target.
If we take the GP targ.et instead, they would e 2 igher
namely "500 million and $25 million,

(c) the basis for the calculation, namely the 00 million in 196,
in not really repreAsntative since by the beginning of 1967 IDA
was running out of cormitment authority.

3. Since the paper is somewat iong nd closely argued. I have prepared
a summary of it which you may fin. usefu. I attach it below.

Attachments (as stated)

c.c. Mr. Sacchetti



SYI-TAY OT PAPE ON CONCESSIONARY AID

A. INTRODUCTION

1. Between 1960 and 168 output in the developiu countries increase

by about 5 percent a year. The net capital inflow from all sources increased

from $7.8 billion in 1960 to $13 billion in 1968. The total external public

debt of the developing countries increased from $21.6 billion at the end of

1961 to $47.5 billion In 1+A 1968. (Paragraphs 1- )

P. CROWTi I TI7- I r LOPITNG COLNT,

2. The rate at which the developing countries have expanded their

total output in recent years represents a considerable achievement. Can they

kep it up in the future given the effect on them of policies pursued in the

developed countries?

3. If they continue to grow at the present rate this will certainly

rot satisfy their needs, e.g. for hiher living standards. What is more

important is that even their impressive record to date has been less suc-

cessful in providing employment. 20 percent of the mal population of work-

ing age in these countries are unemployed at present. The problem is particu-

larly serious amongst the urban population and amongst the literate el emnt

in it.

4. Faster growth in the developing countries will not necessarily

lead to rising employment unless there are improvements in the organization

and techniques of agriculture, but the hi level of unemp oyment will under-

line th need for a ster growth of total output. (Paragraphs 5 - 10)



C. EXTERtJAL CAPITAL NEEDS

5. During the 196's the developn countries devoted an average of

18 percent of the GP to investment and financed 85 percent of thi from

domestic saving. Some 20 percent of the additional income created over the

period was saved. The net Inflow of foreign capital increased from

$7.8 billion to $13 billion between 19 and 19n , but financed a decreasing

proportion of their investment.

6. In spite of the existnce of various bottlenecks which limit the

absorptive capacity of the developing countries (principally a shortage of

trained manpower and of domestic savin, and a rapidly rising debt service)

there are good grounds for thinking t h they could absorb considerabily ore

capital annually than has bee provide to them.

7. To raise the growth of output in the developing countries to

around 69 percent per annum over the decade of the 1970's would require an

incrase in investment to around V percent of CNP by 1980. If the not

capital flow fro- donors was equivalet to I percent of th GP of advance

countries, developing countries would hav to save as much as 30 percent

out of the aitional income which would have accrued over the period. If

they only save 25 percent th net need. for external capital would be in-

creased by about $0 billion and the total flow from developed countries

woul b quivalent to about 1.8 percent of their comin GNP ($40 billion

in all) (Paragraph 11 - 14).



D. T PLO RO TO COUKIT:1P AT AETNIE

8. The total not flow of finncl resources to developing countries

in 1961 was 113 billion. Of tMs C percent or $11.5 billion came from DAC

countries (rfficial and prvate) 9 percent or $1.2 illion from multilateral

agencies and 1.35 billion from other couries. T flow from DAC countries

reiresented .96 percent of their combined national fco-, or about .77 per-

cent of their aggregate P. This was $.5 billion sort of the 1 percent

national income target an" $3.9 billion short of the 1 percent GNP target.

To achieve those targets in 1 9 7 3 would require a net flow of $1f.5 billion

on the national income basIs and 020.7 HilliOn on the GWP basis. Given the

cuts made in official aid prorans in some of the major donors such as the

.. , U.S.A. and France, It Is very doubtful whether these targets will be

ret unless private capital fills the gap which would mean that the average

tern of lene i would be harder.

9. Recent chnoes in the composition an, terms of the capital flow

are as disquieting as the shortFall in the total flow. The share of official

ae hWs falle and that of private capital has increse. Within official

aid the proportion of grant ha fal en and that of loans has risen. The

slare of multilateral agencis has -ot increased above the level of 9 percent.

Tare has ths been a sigificant shift away from capital an concessionary

ters which if continued could have serious consequences for the future debt

burden of developing countries. For example, even if the net flow of official

capital were to be no more than maintained at its 1968 level of ,6.2 billion

in -n& year to 19, then if there were no chane n the average terms of

lwnin, the cnrrenonding grass flow to service new debt wouid rise to about
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$10 billion in 1 If the national income target for net flows were to be

achieveu the service on the corresponding j debt in the developing countries

would double by 19 and ti g ross flow required would reach $17 billion.

1U. Similarly, if the share of privat lending in the total flow is

maintain fulit u. theL W i percJ.t nationa inom ar;:et 9ol requre

by 19 i -rois flou of about three ti mFs t net low.

11. IL ca be that to aciieve even te I pt ercent national income

tart;L over the 1eTh co 1 if tic) cn c ; in tle rsent, - ,ofE

aid impose a vary considerale strain on the debt servicing capacit'y o

developin cou.ti or wol -r o -r ,, r t for r

which seem quite urelisti' T F t flo< s ar- to be increase.,. ter 111

have ob cosiderabl o- fre> uta l

organLi.tic >Iust pla I /r m part i providi conc!ssinary

finance, In norticular r co ,. it

cessidar a1id to beEm . i.oul a2'' j$...i..2 :eLt ody

on grounds of toe lack of r terlin:s oalso

on grounds of their poverty eve if ,fe e a rt: rate p

in te 1919 .4.. percnt i , s rt il LoLtriwt2, tiLill >

pet ei a ld o Jess ta.n $2 y . ( arira- '

E.S

12. The form, anjd tr l ac aia ear egpoie

wo0 uiu, it cUninued, place an 1 1i .:; C. o-rviLelag orL UL. oU

recipients or woul. ,ive rise to very talaa IasilecapiCaJ. outIlo euir

ments iroma donors. A greatly exp-anded voiume oi iinance oh cons:ionary

terus ie aedeti d to avert tifs situaio. *y I., the a

credits iay e ab'u Ok" -ar timeacn reet leincg lvl
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13. Unless progress along these lines can be made, there will not

only be a reduction in the rate at which incomes can be raised in developing

countries, There will also an ag ravation of their already sevre

unemployment problem. Failure to make capital available on suitable terms

will accentuate the problm of debt service which has already calle for

special measures in rown number of countries. (Paragraphs 26 - 27)

August 1, 1969

DtRF"TI .i c k et t : i sr



"r. Acchael L. Hof fmn July 31, 1969

Jenis Rickett SWr Nens 1iICketf

IT)A hTirdl Releniueuent

Than you for your interestint rrnnus o this sul-ject of
today's date. I can assure you that I am most an tous to get comments
on the paper we are preparin fro. all those concerned with these matters
in the 7>an'.

2. The draft pa"er by r. cribbon hidch you saw was prepared on lines
which were broadly nooroved ly r. c'amara after consultation with Prof.
-ason. It is, however, very much of a first draft. It is beinp discussed
at the present time by the econ oists working for me and I also expect to
have a discussion on it with prof. "ason early nvxt week.

3. It has already been pointed out in my group of economists that all
calculations based on a re1tes are of a somewhat artificial kind. n
the other hand, the criticism which you make of the whole idea of a capital-
output ratio, would surely also apply to any estimates of capital require-
Ments whici may le rade on a country basis.

4. In any event, I will let you see subsequent drafts of the paper as
they cone along.



FoRm No. 57- INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATiON RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM "
TO: P & B Files DATE: July 25, 1969

FROM: John Blaxall

SUBJECT: AID Long Range Programming

1. Following my memorandum on the same subject of July 24, Mr. McNamara
called Mr. Adler to say that he was "intensely interested" in any
supplementary contribution to IDA that might be suggested. Any "strings"
attached would of course be the subject of discussion, but he did not want
to rule out any proposal without consideration.

2. Mr. Adler so informed Mr. Heuser at AID, and also Professor Mason
who consults for AID as well as for the Bank, and who had informally
expressed to AID the same reaction as Mr. Adler on the question of a
supplementary contribution to IDA tied to procurement in the US.

JBlaxall: aj

cc: Mr. Adler



FOR IMMEDIATE RELEASE'l

INTERNATIONAL BANK FOR

WORLD BANK RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

118 H STFEFT, N W WASHINGTON D. C. 20433 TELEPHONE: EXECUTIVE 3-6360

Subj.ct: Second Replenishment
of IDA's Resources

July 24, 1969

President Robert S. McNamara of the World Bank and the International

Development Association (IDA) announced that the Second Replenishment of

IDA's resources came into effect on July 23, 1969, with the formal noti-

fication to IDA of U.S. agreement to participate. Under this Replenish-

ment, about $1,200 million is to be added to IDA's funds by 18 contributing

member countries plus Switzerland, a non-member. At the present time,

16 member countries, contributing $1,119 million, have formally agreed

to participate.

These funds will enable IDA to continue making commitments to help

finance development projects in the poorer countries in the IDA member-

ship.

IDA credits are of 50-year maturity and are interest-free, although

an annual service charge of 3/4 of one per cent is levied on amounts

disbursed. There is an increasing need for this type of concessional

financing particularly among the poorer developing countries, many of

which have mounting debt-servicing problems but require further outside

capital for productive projects.

Projects approved for IDA financing are just as carefully appraised

and considered as any for the loans made by the World Bank. Indeed,
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the Bank's staff and IDA's are identical and the project appraisal

criteria used by each institution are the same.

IDA's resources, which are subject to replenishment periodically,

consist mainly of contributions by the industrially developed countries

in the IDA membership.



CONFIDENTIAL

IDA/Secm69-77

FROM: The Secretary July 24, 1969

Additions to IDA Resources; Effectiveness of Second Replenishment

1. Under the terms of paragraph (h) of the Resolution of the Board of

Governors entitled "Additions to Resources; Second Replenishment" (Res.

No. 66; adopted on September 20, 1968) the Second Replenishment becomes

effective on the date when at least 12 contributing members whose contri-

butions aggregate not less than $950 million shall have given the Associa-

tion formal notification that they will make the contributions authorized

thereunder for them. On July 23, 1969 the United States gave the Associa-

tion formal notification that it will makie the contribution authorized
thereunder for it. rith the receipt of this fornal notification, the

Second Replenishment became effective on July 23, 1969.

2. IDA has now received the following formal notifications.

Country Amount
(in U.S. $ million)

Australia 24.0
Austria 8.16

Canada 75.0
Denmark 13.2
Finland 4.98
France 97.2
Germany 117.0
Janan 66.43

Kuwait 5.4
Luxembourg .6
Netherlands 29.29

Norway 10.68
South Africa 3.0
Sweden 29.64
Lnited Kingdom 155.52

United States 480.)

Total 1,119.24

Distribution:

Executive Directors and Alternates
President
President' s Council
Executive Vice President, IFC
Vice President, IFC
Department Heads, Bank and IFC
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3. With regard to the remaining contributions of members that the
Association is authorized to accept pursuant to the Resolution, it is
expected that eacTh of those members will give the Association, as soon
as it can, formal notification that it will make the contribution
authorized thereunder for it in accordance with the terms of the
Resolution.



"r. Perry . llon July 23, 10'

Denis .ickeatt Sir Dnis Ickett

Weos eW shment K TA aresae -ise

I have two co ents on tis. " first concerns the referece
in thi first para trap to -... the not icatic- o'.. accession .

r. Au&ic will, T think, be suetn m alturnative ords since
technically the 0od 'e 1 nishment in not an arree-rot to wic
countries acced. Ii farly the rase ... Ave ratifin the nyr c-tY
is not technically correct, thou: it -Ives te a .stance well -u.

2. 1 should also lik to %ason e refrence to the 'act tat the .S.
notification was ne- to trinm tO arranger-nt Into Wffect. I agree
t4:t tAS shoul b one Without apparing to point tU Finr at the

nited statos. T is mit be done n'ewhat as folloWv . .a nnourced
t at the ec enier-ishnent of : sources car, Into effect on

Julv 23, 19. as the result of a comunication Fro. th :.. Adirnistration
inforwiv 1TA that the nited tates Mould he ready to ahe the contri-
bution of 4V -*Ilion require! 'ro t under tVe arrinerent.

3. vv secon! co-ment concerns tO secon; sentence of the third naragraph
ic. I thin, may rea There ii n nerasin' need for t0s tyn oA con-

ce sional finaucing particularly anon, t!' -oorar developin- countries many
of which have mountin d t serviciar roblens but reuie further outside
capital for productive rojects.

c.c. Ir. ;7. Clarkr
Mr. '"rick



Mr. David M. Saaeoon July 18, 1969

Walter C. P. Rtland

IDA - First Instalmmt of 0Second Releishment

Attached pleas find a .raft o;- the letter which we propose
sending out to those countries participating in the Second Replish-
ment who have not made advance contributions. None of these countries
made supplementary contributions so it is not necessary to mention
Aesolution No. 67. These letters will be sunt out when the relnish-
,aent becomes effective, probably next week. We are also attacliig -"or

your information copies of the Amendae form of .equest and Amended
Form of Note, which you approved in Novrenber of 1968. Reference to
mesolution No. 67 will be deleted when seat to thee countries.

TPlase let us have your comments.

Attachments

ce MIaeErs. Rutland
7.Chang
Duarbe

fiss Lennon
Miss O'Brien

MLennon/a r

FILE: IDA -Second Replenishment



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

RESTRICTED
SMM6-21
July 17, 1969

SENIOR STAFF MEETING

Board Room, July 15, 1969, 2:00 p.m. A

Present: Messrs. McNamara (Chairman), Knapp, Aldewereld, BrghesDemuth,
Sir Denis Rickett, Messrs. Shoaib, Cope, Adler, Alter, Baiitine,
Baum, Cargill, Clark, El Emary, Evans, Graves, Mendels, Nurick,
Poore, Ripman, Rist, Rotberg, Sadove, Armstrong, Benjenk, Cheek,
Fontein, Mathew, Stevenson, Christoffersen, Shivnan (Acting
Secretary)
Representing IFC: Mr. von Hoffmann

IDA REPLENISIHMENT

1. Mr. Clark reported that the Appropriations Bill had been passed by
the House-Senate Conference, enabling Congress to appropriate the necessary
funds for the U.S. contribution to the second replenishment of IDA. The
measure was currently awaiting President Nixon's signature.

BANK BONDS

2. Mr. Aldewereld reported that the German Bundesbank was agreeable to
the Bank's rolling over of $32 million and DM 130 million maturing on
August 1 by rolling over about half the total in D. marks for a period of
4-1/2 years and the other half in D. marks for five years.

3. Arrangements were being made to roll over a two-year bond issue of
$100 million held by some 60 central banks and other international organiza-
tions maturing on September 15, and to increase the total to $175 million.
The cooperation of the Executive Directors and of Department Heads was being
sought to draw the attention of the various bondholders to the forthcoming
offer.

SALARY CLASSIFICATION

4. Mr. Ripman described the main features of the salary administration
system which had been discussed at a meeting of the Executive Directors that
morning.

ADJOURNMENT

5. The meeting adjourned at 2:20 p.m.

M. P. Shivnan
Acting Secretary

Distribution:

Senior Staff, Bank and IFC



Mr. Ugo Saachetti July 15, 1969

Franois R. Poore

IDA - Second Replenishment

An requested by you we attach herewith a schedule of ,aments
received to June 30, 196 and to be received subsequently er e
second replanishment. This schedule assumes that the second replenish-

ment beoiaes effective soon, that all Part I Gountries deposit
notification and that the first and second instalments are paid on or
before -oveziber 8, 1969. For purposes of implicity, we have included
the Norwegian Special Supplementary contribution of $1, 320,000* This
therefore makes the total to be received 1,189,32J,O3J.

You will note that as at June 3), 1969 we haa actually received
payments totalling r1J3,0..300 uereae the committAing authority to
that date through advance conri.ati ons was 2i,2 300.

Luxenbourg paid 5200,000 in June 1)9, but since they had nA

deposited notific&tion, this :atoun 4as held in a ns ence account as
at that date, and has been included on the Schedule as received in

the period 7/1/69 - 11/8/69.

Please let us know if you should require additional information.

Enclosure

cc; M"Xessrs. Poore, vitland, V.Chang,
D. Gray, Duarte, Mrias,

Miss Lennon

iLennon/ar

IKd



CONFIDENTIAL

Sir Denis Rickett 10 July 1969

Jo W. Saxe

Third IDA Rplenishment

The following extract from the final report of the Inter-
governental Group on Supplementary Financing will interest you.

"Same menbers expressed the view that the amount of resources
provided for supplementary financing could not be determined independently
of the total future resources available to IDA and in particular prior to
determination of its third replenishment."

"Some uembers" were, I am told, the representatives of Canada
and the United Kingdom. The U.S. people don't believe that the amount of
the replenishment should first be determined. They believe that the total
amount could be increased if supplem.entary finance were to be used as an
argument for a large amount.

JWS:mm-v



kr. Arthur liemann July 7, 1969

Ug,,o Sacchetti

deflator to _oggare ontributions to IDA

This follows >ir, a -arck's note to the files of June 26, 1969
and our suosequent telephone conversation of Tuly 3 on the subject. As
I mentioned to you we would need an appropriate index to express in
real terms. for purpose of comparisons, the contributions of Part I
countries to ILA. -ince some of these comparisons apply to the future,
some extrapolations, wit all their shortcomings are inevitable. Ihe

main purpose of the exercise is to compare payments of contributions
to the Second iDA Replenishment, which are to be spread over a three.
year period (1968 1970). with expected contributions for the Third
keplenishment to take place presumably in the three years 1971-73.
For completeness, however, we should include the First eplenisimieot
for which payments of contributions were made in the period 1965-67.

My suggestion would be to use the implicit average GNP deflator
for all Part I countries. I would however leave it to you if a rore
appropriate measuremient can be chosen, bearing in mind that it should
relate to payments by Part I countries to IDA and not to the value of
goods and services eventually received by less developed countries
when ILA credits are disbursed. For brevity I would also suggest to
choose as base year the mid-point of the First Replenishment (i.e. 1966)and
to calculate the deflators applicable to the mid-points of the Second
and Third Replenisahments, i.e. 1969 and 1972.

Whether you choose the index which I propose or another, I would
appreciate receiving a brief note explaining how it is constructed.

US fm



kM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATI ONAL FINANCE
ASO, IATION RECONSTRUCTI ON AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUV
TO: Mr. Ugo Sacchetti DATE: July 1, 1969

FROM: Denis Rickett

SUBJECT: Briefing Paper for Third Replenishment

Mr. McNamara discussed with Prof. Mason chis afternoon the first
section of the briefing paper for the Third Repeishnt. Prof. Mason
had previously given me the attached nose on this S ct. As you will

see, the main conclusion of this note is chat we so.uld ,lace more weight
on the estimates of supply rather than of requireents for aid in total

though we should have to go on to answer the questions (a) whether, i
certain countries at any rate, b-y would be able to absorb as large a
flow as would be implied by this target, and (b) the extent to which they
could afford to borrow it on hard terms.

2. In the discussion this afternoon, Prof. Mason began by repeating
his doubts about the value of any estinates looing more than 10 years
ahead. Would it not be wise to limit our argument to the second develop-
ment decade? Mr. McNamara was quite satisfied with this.

3. Mr. McNamara said that he would prefer a much simpler form of argu-

ment than that set out in the first section of the outline which seemed to
him "too mechanistic". Could we not say that the developing countries had
recently been investing at the rate of $50 billion per year of which $38 billion
has been provided from domestic savings and $12 billion from external
sources ($8 billion public and $4 billion private). This had been enough
to make possible a rate of growth of 4-1/2%. Such a rate of growth is
not likely to enable reasonably full employment to be maintained in the

future. It is possible, therefore, that an attempt will be made by the
developing countries to raise the rate of growth from 4-1/2% to, say, 6%.
What rate of total investment would this imply? And how much of this could
be financed from domestic savings? What increase, therefore, will be required
in the supply of external capital? And how much of that increased supply will
the developing countries be able to afford to borrow on hard m.s? This,
therefore, would give some indication of the amount of concessional .id which

they would need. What would be the share of the IBRD and the ID, respectively,
in the totals of hard and soft aid?

4. Prof. Mason thought that this was a feasible approac: provided that

we sick to the notion of "the higher rate of growth needed to give full

employment" This would provide an assumption about the race of growth.
We shou"ld still need an assumption about how effective domestic savin.s would

be and how effectively the domestic resources made available would be sub-
stituted for external resources through additional exports or she saving of
iorts. Economists who had worked in this field - principally Hollis Chennery

- .ad concluded that there was no "single" gap but a number of gaps depening-
on (1) the rate of growth assumed, (2) the availability of foreign resources,



Mr. Ugo Sacchetti - 2 - July 1, 1969

(3) the efficiency of substitution of domestic resources for foreign

resources. The Pearson Committee had a-opted a simple approach by
concentrating on a target rate of supply of external capital.. They
were assuming that the target of 1% of national income would be achieved

early in the 70s and that the higher target of 1% CN would be achieved

a few years later. They were then asking what kind of growth rate this
supply of external capital would make possible and to what extent the

developing countries could absorb it.

5. As I told you this afternoon, Mr. McNamara would like the part
of the argument dealing with creditworthiness, if possible, to be set

out in simple terms and to lead up to an answer to the question "What

would happen if the supply of concessional aid which we are assuming is
not forthcoming?". Would this mean that hard lending would have to be

smaller and growth rates therefore smaller or would it mean that a higher

gross rate of lending would be needed (thus pushing off the problem into

the future at the expense of making it larger) or would debt rescheduling

become inevitable in certain countries?

6. I should be grateful if you would talk to Mr. McGibbon and pass

on this guidance to him. It would be useful if we could have a first

draft of this paper as soon as possible as I am sure it will have to be

worked over a good deal in order to provide Mr. McNamara with what he

needs. Would it, for example, be possible to have a first draft by the

15th July?



Sir Denis Rickett June 27, 1969

J. Burke Knapp

Third Replenishment of TDA

Nay I offer the following comments on your outline of studies in
connection with the above subject.

1. There is a fundame ntal probler,, wicb is a favorite subject wit thc
Germans, about the prov ,ions in the IA Charter regarding replenishmnct.

('e Article III, Section 1). 1 should think your list of studies !ay
have to extend to an analysis of Article TIT, Section I, a defense of

the present practice of Iasing periodic replenishments on Article III,
Section 2 (c), anc perlips prorosalp for appropriete amendment of the
enarter. This would require so elaboraton of your item TT A.5.

which might also be extendce to cover the question of voting power, uich
is alluded to only inc dentally in your iter III A.4. Tncidcntally, it
see s to me that the idea in the se cor sentence of IT A.7 goes rather
far afield.

2. So evere under your Sti ITT, I would su>rest an iteo exainin
the possibilities of di tinuisin, i uture replenishments between the
annual rates of cormitment, aun the annual rates of payment in notes.
I think you will inot from our viscussions what I have in mind.

cc: . r. rian
Mr. Broches

JBY :.ism
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Sir Denis Rickett June 26, 1969

Andrew M. Kamarck

Sources of IDA Resources

Iu the Senior Staff me ting yesterday you outlined some of the
new ideas that you are working on for I A. It occurred to me that
there were some other ideas that you might find worthy of consideration.
I am attaching copies of two memoranda I wrote several years ago on
similar subjects. In addition to these, you might Uisa to consider-

(i) As .r. Friwhman mentioned in the Senior St ff neeting. te
7und is working on a general and a special increase in quotas. I under-
stand from some of the people in the Fund that the two toget-ter may total
in the vicinity of $8 to $10 billion and that they arc likelv to come
into effect January 1, 1971. If we are still on the basis where countri:s
pay in 107 of their subscriptions to the Bank, this could increase te
available resources of the Bank Croup by $00 million to $1 billion. Tis
would of course incr e the profits available that on!e would consider
turning over to I)A. Another way of handling this midt ½e, however for
the `aid to consider -ending the equivalent of ny increases in paid-in
capital to IDA. If te Bank also were to return to itc original charter
provision and get countries to pay in their full 20'% of their capital
subscriptions, part of this might also he used for loans to IDA. It
might peraps be easier for some countries to make money available to
the Bank Group in the form of payment of their capital subscriptions
than in the form of donations to IDA.

(ii) The Bank Group might explore the possibility of gettin so
of the multi-national corporations (part icularly, the oil companies) to
make donations or low-interest loans to IDA. They might make available,
say, 1% of their net profits derived from their oil fields in the devel-
oping countries.

Wile you tentioned th possibility of getting money through a
1lnk with the S-iD s you did not mention tie possibility of the Fund's
contributing a part of its net profits to I -). T ? Iund made a payment
last --ar to the countrie- xhose currencies have been used by the Fund.
In esaence this was a yrient that flows up -hill since te Fund's
profits come from countris tiat require oely ann then these profits
are paid over to t' cuntri w - S currencie: are in deatand. The
net result (altough very small in its total impact) is a transfer
from countrie, tt nerl lp to countries wo are in a surplus Position.

cc: M Friedman

A /vhw



Mr. Irving S. Friedan March 26, 1968

Andrew M. Kamarck

Somre 1w idhe on the Financing of the UorId Bank Grou

One Of the most imorat rbl" confroiting the World Bank Group

in the idinte future ifn g additoal financ. On both the Lank

end IDA sid .esin the next tw.o or three years, barring some major change
in th inltrn.ationa3. sJtuation, the supply of fucs is not likely to
incease dramatically fro our convcnat:::lonal c0urces. It vould appear

to be wot thwhile, therfore to explore new ideas that night proviO

ddt lfud, The follownIg sketches o o possib!lities that )ay
eerve to be looked at in gIeater tail.

1) Smom months ago, I "ent to you and Mr, -napp a neoaui pro-
pos.ng. that we leoo into the possibility of goin btc to the Ori

practie of the Bank of hving w the pa d-in capital ~ shres be 2C0r of the
C.aial tubocrpti rahe than the present 10,. The decision to limit,

the pa:!d-n capit.al to 10"'a takhen a nuer of ycaF ago when the

abeorptive capacity of the deping coutries liited a lending to

ounts that were below the a4 ounts the Bank could fairly easily raise
in the crpitl ae. These reasons no longCxr apply Lnd the
should [o back to the practice laid down in its Charter. If the aemers
of the tank paid inl the se. cond 10% of their capital ubscriptior over a
period of, say, 5 years, this would provlde the Benk with around
$2 billioanace of interest--free caital. It would also by the end of
the period aluost double the current Vet income of the Bnak and thus

raake it poscible to increcac the Bank contributions to IDA.

2) It miight be possible to work out a source of funds for the orld
Bank Group t Irough imnproving the exis tring in ternational finacial
machinery and practices for international adjus tment. Specifically,
what Xe ight propose is that the .inCustrial countries agree that any
country that runs a Oizecble current account surplus, not ratched by
exports of long. te capital, should invest the bulk of its surplus in
World Bank bonds or loans to IDA. The World Bank use of tIse funds would
belp the deficit countries, particularly if at the s:me tine we postponed
our use of any funds provided by the latter. In this way, a large current
account surplus, instcad of carrying the danger of settin- off a defla-
tionary epiral in the rest of the world, would automatically bring into
play a suitable adjustuent tnechanism. At present, in the internationial
payiments system, the burden of adjustments 13 placed on the deficit

countries - they are Cpectcd to cure their deficit by sone mueasurc of
deflation or restraint on their gro'th. 1o parallel responsibility is
laid on the csurplus countries and they tend to resist any proposals that

they help in the proccss of adjustrent by tahing doncetic inflationary

measures or measures to stimulate a fas ter rate of growth. There is an

easier way for them to help, however, and this is through providing funds
to the World Lank Croup.



3) The battlc for n nutomntic link betwecn thO creation of unw
international liquidity ad the provision of dcvelopmt flimce rmey
lve been lout, Until now, vhnever n country ish to add to its

holdings of internatonal reerva ca n It had to givc up real rsources:
either to purcimse told or to acquire foreinn exchanLe to be bald in the

reservs. T he n Lyt of SR's will create in1trnational reservu
ascots wthout Lh noed for any =0vi4 or paccont in resourecs on the

part of the reipientsi Eve more cu'IoNS, the SM's are to be dsitri-
buted on t basiu tht in nspral thM ricer countrios get the largest

towun ml th poorer coutio lot the 6allest rmount. Without pro-

posing that tMre be any uototic 1inA, it sens to no it would be
perfectly lC'cal to nu et that the indutrial countrifs contributo
to IDA or oter Mltlateral istitutions touts corresotNNO to the

newintritioalroecrvo nisets tVat thy will receive free or chayge.
T50 would ba perfectly cortles, ceotributioo for tMm Md in ro wray

repro ct a r 'Wl scrifice for theft it COnily "Cold an thnt,
just no in the pool, tV contries that wiOh to inrs ha0.r raervnes

rould bo the contriS that M1lin to m1. e rocurI e =s aalbet
other Counre for Sti Purpots.

4) Th intc matiom1 c iy is1 ES becomin increasirgly intr ote
in tin poS~M51 ma CC esploltatom of tGO ocean botton. The reources
of tho Contirenta SMd hIv, Mlrey been approprited by the natioufs,

CdjoNrIng tho". It YOul Pake aenus; for than run' to h-ave e taken
In trust for all tha peoples of th carth and to be used priaarily to
finance econodec develol vaL, it uight still be pwosbe to reach agree-
mont nog tM S-udsorial counIN2s to turA co.r any :Mil3 nepoie
nerol rcaervs on the COins"ta Self to theink & up for fimazcing

future devallpnent com-:0. In any case, toe Bonk Should rn tMea
netiv Intervat la kelin th recources of the ocean bottou from also

P2000n3 nto 021IMa naMOMl POSSoson.

AMK~ner

cc: Mr. Adler/Mr. de Vrics

Ci;4 4--' § 4
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OFFICE MEMORANDUM
TO: DATE:

Mr. rrig S.FridmanJanary5, 19657

FROM:

SUBJECT: A Po::iTlo N nr&e of u f

fx -

02 t''- C -- , -'a

hi 0 o y nc c7entunlly b- co-ncir tc-hile nh to) v

moo or i uantereach -'.-ae of 7necv -r1aaio orM. od

, c. 4 a .p . . k, -'

aclite n a', ro hnalor b ty appropria

fr h rchc risc, ofcoursisone of t noQor

asesin 0uch a Iay t pr-4vido flunds or deeopet- u, vnifsc

a ~ ~ CV scoe(raoe gro o i ol not proid su cnt tdsb tsl.

ora toa~dtin ntioal ax oua-s to whih nnational oranetin
col; b0 chiee to have a pl'au--ible Ci'1 cl and that, vrthe years :Tc

e~~~ cl a:tleono ne th^,e boto Cbe " yond tho 12-le limit dwihnni
{ on0-ly o on3 tevr Of d-aoig

As olotiaof' the und.atr corces h1as Only bare ly e , ti
no%% GosbO oeCC3inato ha oecnioptnali.It Paosnt riil

ousd te1L lolmt In thea Arabin Guf hediLll.(r- aro going- %athor

VCft.!V0 . ,

• Icrica coats eyon the12-ILe iit. TeGulf Of Meic my havewub
vuantial deost of il gac n ulhr

7no cal oftiz ccetio rets roaes toz on.the obpotatio of.

rorc-I of funde. If thos oe3:,ad
ava-1ille to an inentonlaec o financingdvlpet hr tar

posiiitOta te ciul d -7o "1o taC]- care of tebul o' 1h1-n-1d for
finance-, Ofthdvloigol.

in a csthe id-a wol t arallel Iwo the3 of2 s;C odvlpn onr
hich uso nationloil rn fo would usoi

mainoral rovenuos3 for in.r0ioa doelpmn



beloncad -to no counry and to no nan. In 196h, a U.N. Conventic,, to
Law -h ConiMnA 2hl2 was &ined by 22 counatries. that ch- this.

The o of thc Cl given to a coastalar rihto o an o lithe naual rosourco of the a bad ad bol
of nubmrine aroac adjacant to i05 COWs ouQUiO territorial water ad to
a copt of A0 or,-; cA tin h' y W am 0 - HAKtho e'.paIoit-atIoI of natulal rZorc. Uoeteaestu si d7C"- 

to~coasal At would otheruica oerl the boundai Jt -Ca a -o W)dotannned co far as possibic by ajoment botoen the states oponita or
ajancent to cac% other; but in the abscea of agraenant the bourary lo tohe a .W ovary o:fo ' whc i - .hi .. a. .m . , f V=

: - 27 - -a. -maenaee ons S -

bCoo lns fcm hich tic breadth o2 the -i i es of cach tato =r
nsaurca. Tno rNEhW gnantd i~n telware) exclusivo; no othpr stato my

evov curyv 1et a1- p Viea c~a ' mac;heexra consent of thecoa :,al ntnta; nor do the rih Ino fahy= not exarcicnd. Tha Con-vention uas &Unod b7 22 Acto +21in eho -A= MY -ntdMnl-
USM~, - DiuQ M ySuhArica and Venozuela, buno by ,;

urope n oCf Batts. Wzver, the rantica is Kid W x'0
legal iorce .ith re;paot to all other countrizo as uall as the 22 signatoriso
on hca it is strictly,0indin. Meort, in the cace of dispute, is to tHe
Intarnationa! Court of Juztico at the Nagua.

Cleaely, thera are =a4y problien to work cut. Non that the iaian
nationn nava ngreed on the divinica of the Uorth Sea. foreml 1ehey ;:be relnctr to tuzn over Whin igt o_- th eea r any part of the
rzvenues :wzuiting from the c,:oloation of the North &Saa to intrntina
agoncy. Ca the other hcad, in the orplo-ation7 is stllet--S 1 " thh-
it it bo easier for then to do t o than to can inMA N cnd
puii t to forign aid. Frths if the v. .i nze
Cono would co by turzing cver tha ahol of the oca to an inteintional a.- ncyto control t :liion of and since the intrnational any ould

przeozmaly aua-d conconsions on an interna.tionalcotiia basi.s, the ii
co~gnio introsed nghtpre-fcr thiso an.d help cnvinc alla Zh oera
conernd so cevntaesof this WaY of financing dVelopment Lid.

- Thra ae may posibl varantsOf thin, iea: it m ijnt be ag 'd ta
soma coAKt parwuntnge of the proccedo of exploitation of a sea of Zal2
would aloo be msa available to tha riarian countries -- either for
financing hE if they are Poor, 0r for their bilte1al
aid prograsn if thoy are rich.



Attachment is copy of letter to

Dr. Ossola from Sir Denis Rickett

dated June 24, 1969 concerning

Signor Colombo's proposal and the

Meeting of the Deputies of the

Group of Ten



June 25, 1969

(Dear Jack,)

Here is a copy of the letter which I
have rittn to naldo l a a result of
our talk earlier this we. v sorry that

threha benno inpportnit to et your 1-
ccaments on draft beore nd ut I had to

get it clar re qui-cly if it to of
any value.

I ava set t r top COvo :1 fr
"ooe -it i n"OI2I 7 , rat-F. l I you qee
hi. op hy, you -oul '! w et her he
hqi re n :e it 1n. if on, iv, At ti, Cory.

(Yours ever,

D. F. ickett

~r. I.J oa
n ternatirm I tary Fund

shnn '- b i431

( )Iandwri-l-n by Sir Deonis



(Dear Rinaldo,)

as e ft r a aad¼at aretaal a or e

IA .ert t as a a3 L Md g mint ati

a a s u ss et aot a ,,, aroa

e ~ ad d rl nv nwo a. a iad ' (tab

Mfficultto Nge u tu (Wth all grood ies, o wt

mies geemate n t a vmi t yours evercansa

en m er our n tranr

DHF~~lckett(Wethcal gooadwiten, Sr ei
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OFFICE MEIMCORANDUM
TO: Mr. Robert S. McNamara DATE: June 24, 1969

FROM: Denis Rickett Lir Denis

SUBJECT: The Colombo Proposal

You said this morning that you would like to be clear about

two points concerning this proposal:

(a) Who would receive the benefits and who would meet the

cost involved in adopting this method of financing

development?

(b) What are the political alignments in the international

discussion of this question? Would there be risks for

the Bank in taking sides too openly on this issue?

2. On the first point the answer is, I suggest, that the benefits

would clearly go to the developing countries to whom I.D.A. was enabled

to make credits by this means. Whether they would receive any additional

benefit, which they would not otherwise have received, would depend on

whether this method of financing I.D.A. was used to add to the resources

of I.D.A. or merely as an alternative to the procedures for replenishment

hitherto adopted.

3. As to the cost it would be borne by the Part I countries, as it

is now, but in somewhat different proportions - the contribution or eacn

country being based on its allocation of S.D.R. which, in turn, would be

related to its I.M.F. quota (I am having a table prepared showing the

differences in the distribution of the contributions).

4. The Colombo proposal thus differs from the idea of a link between

liquidity and aid originally put forward under which a certain 
amount in

S.D.Rs. would have been allocated directly to I.D.A. Under that versions

the transfer of resources would have cone from the countries 
who were nembers

of the S.D.R. scheme and had therefore agreed to accept S.D.Rs. as a reserve

asset and means of settlement. The burden falling on any one country from

time to time would vary with their balance of payments position, the resources

being provided by the creditor countries in return for an addition to 
their

reserves. This would be felt as a burden mainly by persistent creditors 
whose

need for additional reserves was small and whose economy was 
subjected to

pressure of demand largely as a result of their large export 
surplus (Germany

would be the typical example) .

5. The advocates of the "link" would probably feel that the Colombo

proposal was less attractive precisely because it substitutes a 
xxed scale

of individual contributions for a system in waich the resources are provided

by a group of countries collectively in proportions that vary between tae



Mr. Robert S. McNamara - 2 - June 24, 1969

members of the group from time to time. On the other hand, the Colombo

proposal would be less likely to arouse opposition as has the "link"

proposal in the past from countries likely to be in a strong creditor

position.

6. The direct link was opposed in the Group of Ten discussions

in the past mainly by France whose attitude to the S.D.R. scheme in

general seems to be changing. But the Germans and the Dutch were also

critical.

7. What the attitude of the various countries would be to the

Colombo proposal is more doubtful. It is, as can be seen from some

points of view, a less radical proposal than the "direct link" (block

allocation to I.D.A.). It is, however, perhaps significant that Colombo

and Carli, both of whom carry considerable weight in international monetary

discussions, should be prepared to sponsor it. We know that Colombo has

been canvassing fairly actively in favour of it and has mentioned it to

President Nixon, Paul Volcker, Dewey Daane and Schiller.

8. What is said above relates to the version of the proposal which

is concerned with the finance of I.D.A. The alternative proposal put

forward is that countries receiving S.D.R. should invest a certain pro-

portion of the addition to their reserves in I.B.R.D. bonds. The economic

effects of this are, I suggest, closer to those of the direct link since

the Bank is, in effect, creating additional liquidity by issuing its bonds.

But the resources made available are provided on a loan and not on a grant

basis.

9. So far as the Bank is concerned, I would not, of course, propose

that we should take any definite position at this stage on the details of

the proposal. It would however, in my opinion, be regarded as significant

if the Bank declined even to offer a general expression of interest and good

will such as I have suggested in my draft letter. There is clearly plenty

to study.

c.c. Mr. Knapp
Mr. Aldewereld
Mr. Friedman
Mr. Broches



CONFIDENTIAL

IDA/R69-46

From: The President June 24, 1969

ADDITIONS TO IDA RESObRCES; SECOND REPLETISK-,dENT

1. The Board of Governors has until June 30, 1969 or such later date
as may be dietermined by the Executive Directors to vote on the proposed
resolutions attached as Annexes A and B to the Report of the Executive
Directors dated "arch 9, 1968 entitled "Additions to IDA Pesources;
Second `eplenishment` (IDA/Sec68-17). The date originally fixed for
such voting was June 30, 196? but this date was extended first to
SepteinLr 30, 1968, then to December 31, 1968, then to M'arch 31, 1969
and then to June 30, 1969 by resolutions of the Executive D)irectors.

2. Adoption of the resolutions requires that replies shall have been
received from a majority of the Governors and that Governors exercising
not less than 2/'3 (i.e.169,000 votes) of the total voting power shall
have approved the resolutions. As of the date hereof 92 countries have
cast 181,663 votes in favor of the resolutions; consequently the minimum
number of votes required for adoption of the resolutions has been exceeded
and the resolutions have beeni adopted. however, 1C countries have not
yet voted on the resolutions as follows:

Algeria Jordan Uganda
Congo (Dem.Rep. of) Liberia United States
Costa Rica Nigceria
Gabon Panama

In order to give those countries which have not yet voted on the resolu-
tions an opportunity to do so, it is recommended, although this is not
legally necessary, that the ate for voting be further extended to Septem-
ber 30, 1969 and accordingly the draft resolution sub:mitted to the Execu-
tive Directors for their approval so provides (see paragraph 4 below).

Distribution:

Executive Directors and Alternates
President
President's Council
Executive Vice President, IFC
Vice President, IFC
Department Heads, Bank and IFC



3. Under the terms of paragraph (h) of the resolution additions
to Resources; Second -Ileplenishment" attached as Annex A to the said
report of the Executive Directors, none of the contributions therein
authorized shall become payable unless, on or before June 30, 1968 or
such later date as the Executive Directors may determine, at least 12
contributing me:mbers with contributions aggregating not less than $950
million shall have given formal notification to the Association that
they will make their contributions in accordance with the terms of said
resolution. The June 30, 1968 date was first extended to September 30,
1968. then to December 31, 1963, then to -arch 31, 1969 and then to
June 30, 196S, by resolutions of the Executive Directors. As of the date
aereof formal notifications have been received from 13 countries with
contributions 3f $6'35,640,020 in the aggregate. It is expected that the

reouired minimum number of members will not have given the Association
the above described notifications by June 30, 1969.

4. Accordingly, I recommend that the Lxecutive Directors adopt the
following resolution, and in the absence of objection (which should be
notified to the Secretary or Deputy Secretary by the close of business
on June 26, 1969) it will b. considered adopted, to be so recorded in
the minutes of an early meeting of the Executive Directors:

hS QLVED

THAT there is hereby extended until September 39, 1969

the period in which (a) votes may be received from 3overnors

on the draft resolutions attached as Annexes A and B to the

Report of the Executive Directors dated larch 8, 196S entitled

Additions to 13A Resources; Second heplenishment', and (b)

the condition specified in paragraph (h) of the resolution

entitled 'Additions to Resources; Second Replenishment'

attached as Annex A to the sai Report may be satisfied.

Robert S. Ac.'amara
PIresident



>r. Irving S. Friedmza Jun 23 16

eni -ickett Sir Denis Rickett

Te pohdo :roposal

I spoke to r. Polak amin on the telephone this morning,

2. ?a said quite definitely that he did not t-'in that it wu
1a& welcoe to the -,puttes of the 'roup of Ten ie ere to sugget
that the sank sipht have an observer iresent at their eeting next

Frdav. Ie did, however, think t iat it woul be useful a letter
coul/ be sent to Dr. assola a Chaireau of r~. epttes yiing at
leait a prelimi ar expression of the ¶ank' vtew.

3. T said that I thouht that at tds stage anyt ing wc e
sent could only in very general terms. Tould, however, dicis
with those oncerne! er wat could e sai

4. 1 attach a draft of a latter wic, if 'r. e Iamara agre
I 7itght sent to 'Ir. Osola. ould you conider th and perhars ave
a word with me about it after our coetin t is fternon?

4r. d rontenay



June 23, 1969

I Nave bn uch inerestd to learn From Jack Polk that

the Deputies of th Grou of TW a-re to x a th Q roposal put

forward by Signor Colomo at the Annual Neating of too ank and

Fund last year under hich the Adustrial natins WOul agree to

transfer to T.D.A. or to invest in . ... bonda a sua equivalent

to a certain proportion of the aount allocated to thes > the or

of n..Rs,

You way know tiat i;nor ColoMbo discussed this proroal At

Mr. Mc~amara earlier this year and subse 'v tiv sent him A meoran.du

dated April 30 last outlining the proposal.

Th Xorld ink Group is naturally interested in any proposal

of this kid, partcularly in one whic would make It easier to obtain

from t to time the necessary replenishment of T.D.A. funds, is

"ifrcult to jud e what the effect of the proposal is 31vev to be with-
on UiAcW.

out rather note knoVIdg about the scale/t .. R. pla Is lik ly to

e activated and about te proaportion of :e a-onts received wch

overnants Uigt e willing to transfer to 1.D.A. All we can say,

t hrefore, at this ;tae is that Signor Colob pr opoal appears to

us to be important and interecig and that we hope It will be fully

conderad by the Govern ents concerned and by the Deputies under your

a rai aA1.

If there is arvthina vhich we can do to help you in this con-

ideration, I hope that you ill let us know.
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Sir Denis Rickett Jue 20, 1969

L. Niuric

IDA; Votes

Attached is a draft dated July 19, 1965 of a miemorandum on
reallocation of votes of Part I ebers of TDA. This memorandurn
never got finished because ie had very difficult problems with the
whole idea and we were never convinced that the schee as any good.
Hoever, I send it to you for background informatlon,.

Attachmrnent
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CONFIDEITTIAL

0 F F I C E M M 0 R A N D U M

May 28, 1969

To: Mr. McNamara
Mr . Knapp
Sir Denis Rickett
Mr. Broches
Mr. Cope (2)
Mr. Friedman
Mr. Rotberg/Mr. Poore
Mr . Ripman
Mr. Mendels
Mr. ". Clark
21r. Scott
Or, Sellon
Mr. Moreau
Mr . Hulley
Mr. Sacchetti
Mr . Blaxall

From: L. Nurick

Subject: IDA, Cecond Replenishmient

Attached is a copy dated today of the report on the status

of IDA Replenishment.

Attachment



May 28, 1969

REPORT ON STATUS OF IDA REPLENISIMThirIT

I. A. Formal Notifications Received

Country Amount

Australia !24,000,000

Austria 8,160,000

Canada 75,000,000

Denmark 13 ,200,000

Finland 4,08o,000

France 97,200,000

Germany 117,000,000

Japan 66,48oooo

Kuwait 5,400)000

Netherlands 29,200,000

Norway 10,680.000

Sweden 29,640,000

United Kingdom 155,520,000

Total ";635,640,000 (950,000000
needed)

3. Date when Formal Notifications E;xpected

Country Amount Date_ xpected"

Belgium p20,400,000 shortly (legislation pending)

Italy 46,360,000 shortly (legislation pendin-)

Luxembourg 600 ;000 shortly

South Africa 3,000,000 after June 1969

United States 480o00o0,0o

ased on information received from Governments.
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II. The status of advance contributions and special supplementary con-
tributions is as follows:

A. Advance Contributions
A'Mount

(i) Formal Action Completed

Austria 2,720,000 (1st instalment)

Australia 24,000,000 (entire contribution)

Canada 75,000,000 (entire contribution;
two instalments total

ing $50,000,000 paid)

Denmark 4,400,000 (1st instalment)

Finland 1,360,000

Germany 39,000,000 (1st instalment)

Japan 22,160,000 (1st instalment)

Netherlands 9;760,000 (1st instalment)

Norway 4,400,000 (1st instalment)

Sweden 9,880,000 (1st instalment)

United 'ingdom 51,840,000 (1st instalment)

Total $244,520,000

(ii) Legislation Pending

Belgium 6,800,000 (1st instalment

Italy 16,120,000 (1st instalment

Luxembourg* 200,000 (1st instalment)

"'e have been advised by the Luxembourg authorities that they are

willing to make payment of the first instalment and expect to

complete the necessary legislative formalities shortly.
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CONFIDENTIAL May 2, 1969

Mr. Arthur Karaqz
Director, European Office
International Bank for Reconstruction

and Developmett
4 Avenun d'tena
aris 16e, France

(Dear Arthur,)

Many thanks for your letter of April 29th and for your comment

on the record of our conversation with Colombo.

You are muite right in saying that Colombo's suggestion applies
to Bank obligations and I should have nentioned this fact in my record.
But it is quite clear that it also applies to the financing of TDA.

For exaple, in his niecc at the Annual eeting he said the following'

.. \n improveent which could be carefully studied and

eventually nale without modifying the text of the
Amendment, cculd consist of a pledge by the nain industrial

countries to use the part of their reserves corresponding to

a portion of their Special Drawing kighte allocations for the

replenishuent of TDA or for subscription to world Bank bonds.

In the Corriere della Sera for January 30th last he was reported

go having repeated this suvvestion to the Financing Conission of the

Italian senate and there also the sunnestion was described as bein-

to ake ny-ilable ro organirions which finance develonment (lDA and

TE) a part of tone reserves arisine fro- the creation of additional

new liquidity in the for- of special Drawinr Trhts.

Which version of the scheme is to be preferred is a little hard to

sa. n asreenert on the nart of nonetary authorities to invest a certain

proportion of the newly created aditional reserves in Yorld Bank bonds

ould have the advantare tat in many countries (if not all) such n decision

could be ta'en by the central bank with the approval of the government to



CONFI!)r IAL

Mr. Arthur Karas- 2 -ay 2, 1969

the extent that that uns reruired but without the need for the approval of
an appropriation by Parlinent.

If, on the other hand, we are looking for new methods of financing
IDA, then it is not easy to see what the precise advantages of Colombo's
suggestion would he, Tn nest countries Special Drawing Qiyhts would e
allocated to monetary authorities and would not Oive rise to any count.r-
part in the hands of the governnent. An undertaking, therefore, of the
kind Colonbo sup;gested would not, so far as T could see, avoid the ned
for the approval of an annropriation by the Le islature. It might, however,
make the process easier since, so far as I can see, the agreement of the
governments concerned would be a lon;- ter cormitent.

Colombo obviously continues to be interested in his plan. e dis-
cussed it with *cOamara when the latter was in Pone last week. As you
rightly say, the important question is whether such a lan (particularly
as applied to IDA) would be supported by other governments.

We shall be leaving for Japan on Friday, May 9th, and shall look
forward to seeing you at anslo on June 7th. It is possible that we might
spend a day or two In Pria after the meeting. I shall be in London on
the afternoon of Friday, -ay '3th, and shall try and call you at your
office or, failing that, later at your house.

(All good wishes,

yours ever,

Denis)

D. H. F. Rickett
Vice President

( ) Handwritten by Sir Denis
DRFRickett:emcc



Mr. Willia- Clark May 13, 1969

Julian Grerfell

Third IDA Reptenishent

Would you consider liscassing, with ir Dnits the supporting role
that our European Information, Services (EIS) ,igt play in his activities
on behalf of th Thir Rplenishmnt' in' :arop ?cne in ParTis 3hould
start e specia iatch tn any in IcI -in in tan yrr or arv

hearytcut tl e )rev1lirs n o. 1 shoud, use the VIS -ireetly
as eyes and earsi for Sir )enis. Later on, ther - schuld be sonc really
positive support that the EIS can give.

cc: Sir Denic RicIett
Mr. Sellon

JGrenfelI:jb)
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PrancisR.o

r cond e lenishment - ID

ith the ossibility tha ID3A will bechue :ective early in
June and tht woul beir Trwinr lecon) '-r Je s ot dands
31 days thereafter, say early in JulY, we have som q etions that
and to :ocrei befrew can call,

1. To ualt a -ro lata Country? )ur files indicate that there
was to be a >ossible reconsideration of their position on this.

2. What ios pro rata of the drawing mean?

a. Is it leter~itned by the ,ercentage of funda to be contributed
by each country to 1,13 million or rossibly A1,20D million?
If we use this method, then the ro ra ta countries will h ve
qeen called u on for their rer ,ective shares when we have
called a total of 1,133 aillion (or i1,200 million) after
E. Itiven eas of the nccond e lenishmaen,

b. Is it the mrcentage of the amount of funds not yet called
from each subscribing ember to the total uncalled funds
available at the time of drawing in the first drawing after
effectiveness, total funds would mean the available first
instal ent of the Second xyclenishment (that which was not
called for disbursement out of the advance contributions),
das other funds such as the unused nortion of the ilrk transfer,
incoe, Swiss loan, etc. If we use this method, calls u on te
.ro rata countries vill be a ra over the remainder o calls
for disbursements on credits designated as "Second ne lenishment
Credits.

3. If Tance should delay ratification and assuming we would be calling
onk on ose countries which have ratified (excluding France) there
are lurther ouestions:-

a. If we use the method outlined under 2() above, can we, on the
first call after France ratifias, catch u: by calling on them
-o rata for their share of ast calls

b. ~t folbow t e ethod outlined under 2(b) above, France would
anu otici; catch up by paying a higher ercentage of each
C 1 ter ratification and calls u on them would be s read out
over the total remaining calls fOr disbursments 3n second
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h. The gbe eWented by the Gited States pro rata sti itson are
as follows -

a. The United tates pro rata share of 1,2 'illion is Wi.; it is
i£3. . of 1,13J dliion. Thr r woul: vary t each

: 1 i' .. e si atun ' ueo , above were used

b. sAml (ce for yae .irst a1 ater f ectiveness of the
Socond fmlenismnt (see (c) elr) t n a-ly reason for ascertainua

a & .l. ro ra chore of an call ; to dorn the amount
rfoorm, -sinc, .a ou tn m -aL ,: Lar e ercentages

dr r rni Fby entifiab rocure m n. errt itounts ar, imortat
teruse () her ire not cllbl 4x:iiC t ce yare aiter dae of
deferment and (Ii) these a:,unts ar exuluni i r2 fWnds available
for call.

c. The .S. 'aaK e cle _ for thri- rocare<t hare o: 11) isburse-
ments onder eOd to eishent e (ie efin ). Wi wioui

incd diurae s Q a eore t IT aco 0 ACAen et bec e1
efed ve . Th ref re, in so ase reilinary e Vla i G m which we have

mie, it w 1 , ear 4 at in the irst cul a3irn the effectie-
ness of thle econd e lenishment ie C.". woulco be allM on for
their -ra rota share o - e arr siue tais )\a tbe lss than

LOir hare eternineS by a d0i, MUMerent, factor to totl
b.r'e to th ve. :ter V 3, jt - Y, e ants

enal1..d fro ut~ U. . na ba s o rereit and there lJ be

5. :nt" "5ti 0 a ce s be COSn av is & ax iree iunds.
cul use aL of theenbfore iking anv Mis on cuntribuziur, or we could

c ccer e s as eane uidl W(h) Amv so that te would call
a larr npit w Wret :xus. Ai el reduce our available free funds
to th- oint tQ we ou - m u.th no 1 ex Q diirg in handling 1D. Tunds.
As a mtter om LIcy, I J., not think tis woUlt be desirle. dith tO

St ter r t.:0 orb 't l , it v? . 1 0 i Wn that we have
. in ovenQts als ex ect Q e calla for uls and have

U l 1 t ei. .a 0. , eds o us±ree funds
first, sc d l er isal years for some

- m' is ll (e call )OL teite cal :1n use tefuniein

e qery or 1 0 cal 4 ee

. at e eO Se o m. e- je ora we 3tpive on m e eu:ect: one froo

1r . ,u an, one A , 0 .a vanaugh. 11 mi. te aPe out of date
but t. cont, why -W sor eF leave we -v su ;ect.

a n also attaching a Scheiole showing the rnmults if calls were made from
tr ro rat, mtrI u Ier .e tad u . n 't - 0 C a t< ance

need 0 : e L disbure n t drawn ro Va frnn accele ting countries
and ire, 0i.

t, yua Kar ti t 1 t Uin tis over and yoa rway have additional
4 thoudit , 'le i~'na m'i .- umiauke to riscuss the -roblem with you.

to, t V d .hon

ooreLennon/r

FILE: IDA - Polic Procedure
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APPENDIX A
INTERNATIONAL DEVELOPMENT ASSOCIATION

Estimated Cash Available for Disbursement on Second Replenishment
Credits from July 1, 1969 to April 1, 1970

(In millions of US dollars)

Summary of cash available from July 1, 1969 to April 1, 1970

Swiss loan $ 8.1

Unused IBRD transfer out of 1967/68 income 50.5
Transfer from IBRD out of 1968/69 income (available in October, 1969) 1/ 85.0

Other sources - estimated net income for 1968/69 and 1969/70 (to 4/1/70)
and 10% of new Part II members' subscriptions 15.0

Total $ 158.6

Estimated commitments and disbursements to April 1, 1970

Commitments

Fiscal year 1968/69 $395
Fiscal year 1969 to April 1, 1970 450

Disbursements during fiscal year 1969 to April 1, 1970

on 1968/69 commitments $ 34

On 1969/70 commitments 115 2/

Total $149

Assumptions:

1. Assumes a transfer of $85 million is authorized at the next
annual meeting of the Board of Governors and that the
Executive Directors authorize the proceeds to be paid to
IDA without regard to the pro rata rule.

2. Assumes $100 million fast disbursing credit in fiscal year
1969 to April 1, 1970. Disbursement to begin November 1,
1969 and to be completed by April 1, 1970.

3. Second Replenishment becomes effective June 1, 1969.

4. $132 million is disbursed on Second Replenishment credits
in fiscal 1968/69 for which cash has already been called.

Treasurer's Department
Finance Division
April 25, 1969
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EE RSTRICTED

April 25, 1969

SENIOR STAFF MEETING

IBG Board Room, April 22, 1969, 2:00 p.m.

Present: Messrs. Knapp (Chairman), Demuth, Friedman, Sir Denis Rickett,
Messrs. Cope, Adler, Baum, Calika, Cargill, Chadenet, Chaufournier,
Diamond, Evans, Fontein, Graves, Hoffman, Kamarck, Knox, Lind,
Mendels, Nurick, Ripman, Sadove, Williams, Wright, Davies (Secretary)
Representing IFC: Mr. Fuchs

THIRD IDA REPLENISHMENT

1. Sir Denis Rickett reported that, during his recent visit to Europe, he
had taken preliminary and informal soundings of the prospects for a third
IDA replenishment in one or two countries. Naturally, since the second re-
plenishment was not yet effective, his enquiries had met with cautious and
conservative responses. Some points of interest, however, had emerged. In
Bonn dissatisfaction had been expressed with the method used for the first
and second replenishments whereby contributions were made by Part I countries
only, and were not accompanied by corresponding increases of voting power.
Instead, it had been suggested, all IDA members should increase their sub-
scriptions. This would mean that 10% of the subscription increases of
Part II countries would have to be paid in convertible currencies.

2. Officials in Bonn had also revived the suggestion thatas an alterna-
tive, Part I countries might make loans to IDA on concessionary terms.

3. The Italian Minister of Treasury, Mr. Emilio Colombo, favored the idea,
which he had supported at the 1968 Annual Meeting, that there should be a
link between the Fund's Special Drawing Rights (SDR) and the financing of
IDA. While he thought that the amount of SDR to be created and their dis-
tribution should be based on some objective principle and not on the needs
of the developing countries, he proposed that, when the total amount and
its distribution had been determined, the developed countries should agree
to transfer the equivalent of a certain proportion of their SDR to IDA.
This proposal would have the disadvantage that IDA would still depend on
parliamentary appropriations in the Part I countries. At the Annual Meet-
ing, Mr. Colombo had suggested as an alternative that the main industrial
countries might agree to use the part of their reserves corresponding to
an agreed proportion of their SDR for subscription to Bank bonds, but this,
of course, would provide financing for the Bank and not IDA. Mr. Colombo
hoped that the Ministers of the Group of Ten would accept his proposal in
principle and instruct their Deputies to study it.

Distribution: SIFIE

Senior Staff, Bank and IFC
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TWO-YEAR BOFDS

4. Sir Denis Rickett reported that, while in Rome, he had asked Governor
Carli why the Banca d'Italia had not, as the Bank had hoped, increased its
subscription to the March issue of Bank two-year bonds by more than $5
million (i.e. from $5 million to $10 million). Governor Carli had replied
that the bonds presented a problem of liquidity. The Banca d'Italia, like
most central banks, had to observe a statutory limit to the amount it could
invest for more than a one-year term. Sir Denis commented that this was a
point for the Bank to consider when planning future bond issues.

SWISS INTEREST IN THE BANK

5. Sir Denis Rickett reported that, while in Berne, he had found Swiss
officials very interested in the Bank Group and its operation.s. Ambassador
Jolles, Director of the Commerce Division of the Department of Public Economy,
had asked whether they could receive the Bank's country economic reports,
which would show what the Bank was accomplishing. Mr. Demuth said that,in
January, Ambassador Marcuard, the head of the Swiss technical assistance
agency, visiting the Bank, had asked to be supplied with the Bank's economic
and project reports on specified countries. He (Mr. Demuth) had, after con-
sulting the Area and Project Departments, arranged for these reports to be
supplied regularly through the Swiss Embassy. Evidently Ambassador Jolles
was unaware of this arrangement.

COMMODITY STABILIZATION STUDY

6. Mr. Friedman reported that all the papers on commodity problems which
the staff had undertaken to prepare had been distributed, and all but two -
those on the proposed new international commodity agency and on supplemen-
tary financing - had actually been discussed in the series of seminars for
Executive Directors. The seminars were being increasingly devoted to
draft decisions of the Executive Directors on various aspects of possible
Bank action in the field of commodity stabilization. Work in this field
was on schedule; the seminars would probably be completed by May 1, and a
draft report would be distributed on May 6 for formal Board consideration
on May 20. It was impossible to say in advance what difficulties might
arise at that stage. The views which gpvernments were already expressing
through the seminars were not necessarily the final views they would put
forward when it actually came to reaching agreement in the Board. However,
it did not seem over-optimistic to believe that the deadline of the end of
June would be met.

THE COORDINATION OF AID: INDONESIA AND KOREA

7. Mr. Hoffman reported that he had attended the recent meetings of the
Inter-Governmental Group on Indonesia and the Consultative Group for Korea.
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8. The Inter-Governmental Group on Indonesia, a consortium in all but name,
was a dedicated and businesslike body which was well run under Dutch chairman-
ship. Much of the meeting in The Hague had been taken up by discussion of
the targets for food and non-food aid, and by statements by individual coun-
tries of their proposed commitments. The Indonesian representatives had
given an account, which had been well recelved, of the progress of economic
recovery. So far their planning had been largely confined to sector studies
and the preparation of one-year estimates of the sources and uses of re-
sources, and they had not yet turned to long-term macroeconomic planning, to
which they attached little importance.

9. The Group had praised the work of the Bank mission, and governments
had indicated that they were looking to the Bank for guidance on the best
ways of applying bilateral aid. This suggested that the Bank's influence
in such a body did not depend very much on its being chairman.

10. The Korean Consultative Group Meeting in Paris had also been satisfactory.
The chief topics of discussion had beeni Korea's difficult short-term debt
situation and the proposed steel mill. The German and U. S. representatives
had questioned the economic justification for the latter, and Mr. Goodman
had said that the Bank considered it an uneconomic project. The Government
had not been persuaded to abandon it, but the Deputy Prime Minister did
affirm his willingness to consider carefully the Bank's criticisms and to
keep an open mind on the project. The Government had been congratulated
on its economic performance, and individual Korean officials had made very
good impressions.

ANNUAL MEETINGS

11. Mr. Mendels reported that the 1970 Annual Meetings, which would be held
in Copenhagen, would begin on Monday, September 21, which was earlier than
usual. The 1969 Washington meeting would begin on September 29.

12. In reply to Mr. Chadenet, who asked whether there would not be some
advantages in conducting most of the activities of an Annual Meeting in
Washington in the Bank itself instead of in the Sheraton Park Hotel, Mr.
Mendels said that, while it might be convenient from the point of view of
the Bank's operational staff to use the Bank building more, there were
many advantages in having a maximum of Bank and Fund activities, as well
as the delegations and staff,all under one roof.

JAPAN 'S AID PROGRAM AND RATE OF GROWTH

13. The Chairman said that one press report on the current controversy in
Tokyo on the scale of Japan's external aid had pointed out that, if Japan
adhered to its announced intention of devoting 1% of its GNP to external
aid, this would mean a $5 billion aid program by 1980, when GMP was expected
to reach $500 billion.



14. Sir Denis Rickett added that, at the meeting of the "Machlup Group" in
Lugano which he had attended, Mr. Karhawagi had stated that, while Japan
had expected an 8% growth rate, accompanied by a $350 million balance of
payments deficit, in 1968, a growth rate of 13% and a balance of payments
surplus of $1.2 billion had in fact been attained.

ASIAN DEVELOPMENT BANK ANNUAL MEETING

15. Mr. Cargill reported on the Annual Meeting of the Governors of the
Asian Development Bank in Sydney, Australia, which he had attended. The
representation of member countries had generally been at a high level.
ADB's lending operations had shown a promising upturn in the past year, but
were still impeded by a shortage of staff and by the devotion of too much
of the time of existing staff to technical assistance often unrelated to
loan projects.

16. ADB hoped soon to market a bond issue in Germany, not because it was
in urgent need of funds, but because it wanted to establish its credit in
capital markets. The delegates had been disappointed by the absence from
the speech of Mr. David Kennedy, the U. S. Secretary of the Treasury, of
an announcement, which had been widely expected, of a U. S. contribution
to ADB's Special Fund for soft loans. Contributions to the Special Fund
were tied, not only in that they had to be spent in the country of origin,
but also in respect of the purpose for which and the country in which they
were to be used.

REORGANIZATION OF TREASURER'S DEPARTMENT

17. The Chairman announced the division, as from May 1, of the functions
of the existing Treasurer's Department between a new Treasurer's Department
and a new Controller's Department, as subsequently described in an Admin-
istrative Circular.

ADJOURNT4MENT

18. The meeting adjourned at 2:40 p.m.

C. H. Davies
Secretary



'r. Irving R. Friedman April 25, 1969

Denis Rickett Si S Rickett

Visits to Japn an _Australia

I mentioned to you that I had been asked by Mr. McNamara to
pay visits next month to Japan and Australia. I expect to be
leaving Washington on the morning of May 8th.

2. You very kindly said that you would ask your staff to provide
whatever briefing for me they could. The questions with which I
will be concerned are:

(i) The Third Replenishment of IDA (for this, I think I have
enough briefing already).

(ii) Possible further sales of World Bank short--term bonds.

(iii) Possible repatriation by the Japanese and Australian
Covernments of World Bank loans to them.

(iv) Japanese and Australian aid programmes.

3. It would be most useful if I could have a general background
note on the size and growth of the two economies and, consequently,
what we can reasonably expect them to do. Both were I think, until
recently, net capital importers and, presumably, Australia still is.

4. 1 gathered from Mr. Stone that, in any event, the year 1969/70
would not he an easy year for the Australian Government since they
have a very lar e Sterling loan maturity (he thought 50 million or
so) which they would almost certainly be unable to refinance in
London.

5. T a- sorry not to be able to give you longer notica, but I
presume that a certain amount of briefing was prepared for Mr. McNamara's
visit to Japan and that it is mainly a matter of updating material which
we already have.



CONFIDETIAL

0 F F I C E ' E 0 R A N D U

April 23, 1969

To: M4r. Mcl~amara
Mr. Knapp
Sir Denis Rickett
Mr. 3roches
Mr. Cope (2)
Mr. Friedman
Ar. Rotberg/,Mr. Poore
Ar. Ripman
Ar. Mendels
Mr. W. Clark
-r. Scott
Mr. Sellon
Mr. Moreau
Ar. Hulley
Mr. Sacchetti

Frcm: L. Iurick

Subject: IDA3 Second Replenishment

Attached is a copy dated today of the report on the status of

IDA Replenishment.

Attachment



April 23, 1969

REP0T ON STATUS OF IDA REPLEI SHMENT

I. A. Formal Notifications Received

Country Amount

Australia $24,000,000

Austria 8,160,000

Canada 75,o00, 00')

Denmark 13,200,000

Finland h,080,000

aerman~y 117,000,000

:uwait 5 ,400,000

Netherlands 29,280,000

Norway 10,680, 000

Sweden 29,640,00,

United Kingdom 155,520,0)0

Total $471,960,000 ($950,000,000
needed)

B. Date when Formal Notifications expected

Country Amount Date Expected*

Japan $66,480,00D shortly (lgislation approved)

Belgium 20,400,000 shortly (legislation pending)

Italy 48,360, 000 shortly (legislation pending)

France 97,200,000 not known

Luxembourg 600,000 about Hay, 1969

South Africa 3,000,000 after June 1969

United States 480,000,000

* Based on information received from Governments
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II. The status of a-.tdvance contributions and soecial supplementary con-
tributions is as follows:

A. Advance Contributions
Amount

(i) Formal Action Completed

Canada $75,000,000 (entire contribution;

2 instalments total-
ling A50,0 000 paid)

Denmark 4,400,000 (1st instalment)

Germany 39,000,000 (1st instalment)

dorway 4, 400, 000 (1st instalment)

Sweden 9,880,000 (1st instalment)

Australia 24,000,000 (entire contribution)

Austria (desolution now
before EDs) 2,700,000 (1st instalment)

Finland 1,360,000 (1st instalment)

United Kingdom 51,840,000 (1st instalment)

Total 3212,58o,000

(ii) Governmental authorization
obtained; IDA iesolution
to be adopted

Netherlands * 9,800,000 (1st instalment)

(iii) Legislation Pending

Belgium 6,800,000 (1st instalment)

Italy 16,12j,000 (1st instalment)

(iv) Position being considered by
Gove.rnmenc t

Japan (Legislation approved;
first instalment of
22,160,000 awaiting

Cabinet approval which
is expccted shortly)

* Certain details remain to be agreed



B. Special Supplementary Contributions

Demiark P15, 000, 000 (payable in 3 equal
instalments in fiscal
years beginning
April 1, 1969)

(In addition, Sweden made a
special supplementary contri-
bution of $21, 360,000 in
August 1968)



F ilesae;1,16

John A.

Prooe xtension o~-f the Hickenlooper Ameranent

to te Bnk Group:

1. At te heareng on theo MU lfor I> re1lenishment hl by th
Coutee o Foeignpelaion on ril16, 969,Sentor umi,aftdr

" et ithstrag' any 'ther r% sin o la authoriz

oder this ct or une any cthr Atshall e exene as con-

'which fuirnishes~ asistne to~ th goerment of th1e people of any

country during arny eriod while sach country shall be in eligible

for b ateral assi nc fra t Unrite Stae byreno su b-

mearop (e)(1 ) ofScin60o the ~ Foei assist ac ~t of

'ist '"thes InentioalKn'fr Ronstru<Iction J ~ andDeelomet

1.ank t anduny afiite 'hereof the Aia Develppmet e w andt 1

f th Unte tats in suhognztior a tox disap nrove an lan

grat contribution~ or other form~ o inacial assistance to the

governmenot er pel of arecuntry 'hich sh'all be so ineiibe.

2. InP describing his proposed amer.s t Sentor Mundt sain

"Reced to simple convers¾tiona terms that means that the Hickn-

locoer Mendment would be reinforcedI and supported by instructions
that when a country has 4xeen declared ineligible because ofa

violation of th term of the Hickenlooe Aendm ent our represent-
Wye to myo these ban~'ks will be instructe to voe o" against

maeking loans to those. ountries during that priod of ineltiibility."'

Tetext of the amendment ould appear to go considerab ly farther than this,

by blocking USi contri butions to 1TA for any purpose.

35 In. rely, Secretar en unedy pointed out tha t

) It ta te Bak Group's policy not to lend1 to countrie which

ha e x >opriated property without compensation,

i) a tO a merV r, u er ole .C US it u rl ee :er re-

uorti tior of t +. repalnis::ent greeunnt and beca em it . 't lead
to t tr ou ntric a i pos inr ot er restrictions.



c -the S3ecret u oe ;; 2c Tre* v

-:nWtC)s r-< -- ,hs'

CC T !oe d td'CG'untta S ~'

j



1r.. . van Saagsvelt April 16, 1969

ndE.Deely

Holdngs f B~ank-Is biaion

Hal Reynrolds of the N.A.C. called me this mning and said that, in
anticipation of apoesible question to the Secretary of the Treasury at
hearingE this moring on Ila, he would like to know how much of the Bank's
obligations was held by govertutnt accants and by ethers. In the iew
:inutes available, I picked up the followin figures for him frm the
Decedber 31, 1968 F'inancial5 :

Millions

U.S. DAllara

central bank issues $ h69.5
Ausbtrian Nati.onal Bank.

audi Arabian Monetary A ency 15.
Deutsche Bundocbang 2 k.7

742.2

Deutsche M'ark

Deutsche ndesbank355

Swiss Francs

Swiss Confederation 15.4

IC questioned about the balance of ur obli ations outstanding, he was,
I believe, going to say that it was held tly by insurance coanies,
commercial banks, pensions and other trust funds and other institutional
investors. T think this is reasonable.

REDoeer:le



As of mrch 31, 1969

(Expressed in illions of United States Dollars)

Available for

Credits Prior to "Second Replenishment"'

Resources: "Second Reelnishment" Credits

Subscriptions:

Part I mnbers - 10% and 90% portions $ 751.L $ -
Part IT mi bers -

10% portion 24.9 1.2
904 portion released and usable 15.1 1/

Supplementary reources 309.2 135.9 2/
Transfers from IBD 210.0 75.0
Repayments- •l

Loan fro Siss Confederatiin 12.1
Net Tncoe 21 .7 7.1

0 1,332.0 281.7

D educt:

Development credits signed through
March 31, 1969, ne; of caneellations and
r efundings 1,332.0 176.3

Development credit approved by Executive
Directors but not signed as at March 31,
1969 - Central African Repuolic - 4-2

Avaiflable for fo rmal commitment $ -Y- $ 101.2

1/ Includes all amounts released on a convertible basis an! that portion

of non-convertible releases which has actually been utilized or which

has been desLignatei for specific purchases mndr an anroved credit.

2/ Consists of advance contributions of Ge:nrmany (639 million), Canada
($75 million), Swden ( rl9.33 ilion), Denmark ($r.1 million),
Norway (0.4A million), United Kingdom ($51.36 million) and Finland

($1.36 million).

Treasurer's Department
Finance Division
April 1K, 1969



Form No. 27
(6-68)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: INTBAFRAD DATE: March 27, 1969
PARIS

CLASS OF
SERVICE: e

COUNTRY: FRANCE

TEXT:
Cable No.: 385 FOR UNITED STATES

RE YOUR 484 PLEASE TELL HANEMANN THAT WE ARE AWAITING "j/ACTION TO

MAKE SECOND REPLENISHMENT AGREEMENT EFFECTIVE AND WOULD EXPECT TO CALL

MEETING OF PART ONE COUNTRIES TO DISCUSS IDA ALLOCATIONS SOON THEREAFTER

REGARDS

KNAPP

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME J. Burke Knapp, Vice President cc: and File to Messrs. McNamara
Rickett

DEPT. Office of the President Friedman

S IG NATU RE
(SIGNATURE OF INDIVIDUAL AUTHORIZE To A PROVE) -

JBKnapp: ism For Use By General Files and Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Mr. Francis . Poore March 25# 1969

M4. 14. Lennn

DA_.. Cil~s for Disbursqment on Second apenishmnt CrEdit0

Por your inforaation I am attaching a schedule giving the wunts

which will be called on April 11, 1967 an(t sAvance contributions to

the Second eplenishment. There are wo uttl one - one i the

Australian advance contribution has been a roved by the Executive
Directoro and i available for call and the other if the Pustralian

advance contribution is not included in the proration.

ou will note that aorny and iinland have been included. Both

of these advance contributions have been approved by the E cutive

Directors. oray is in tLe rocese o reeetn note substitution

(reference cable dat.ed arc 5, 1 2 receiv rom then) an a letter

was sent to Finland on IMarch 13, 1969 requesting ; yment. The Swiss

Bank Loani has not been includei.

These coiputations assume that (28.3 million of the United

Kingdom advance contribution will have been diebursed prior to April 1,

1969 and therefore the balance of their contribution, 323.34 million,
is used for the purpose of ascertaining rhe call to be made upon them

on Aril 15th. It is also assuimed that the 50 :dllion which canada
will have paid on their advince contribution ill be disbursed first.

co: :ieasre. atlang . aang, Duarte, larias,
.it se' TorI en .Lennon

MLenon/ar

FILE: IDA - Calls for 2nd Replenishment Credits



ITeTIb0 ALEVELOPMENT ASSOCIATION

Calls on M4yance Contributions and Bank Transfer

ior Scond .lenishment Credit Disbiarseient

(In thosands US dollar Eqivalent)

Amount

Tf Australian If Australian
Part I Menber Cour.ty excluded

Gerwny $ 13,657 12,99

Denmark 1,540 1,69

Norway 1,50 ,69

Sweden 2/ 3, 3,289

iinland 75

United Kingdom ,069 7,678

Australia - 2,667

DIQ Transfer 26,257 2h,986

Total Can 5,X00 $ 55,00

V Advance contribution aid in currency and inveted
in Germn Treasur, :i.l

SAdvance contributio pa in currency

feasurer 6 e Departask
inance Division
March 25, 1969



Sir Denis Rickett Aarch 24, 1969

J. Burk- `nap

PWOib rt I countries in Third IDA Replenishment

se trin about tne tnira replenisuuum &f WA, L auld
lik Wo su'-St tOe ILIolin list of candidates for addition to tue

ParLL 1 Iist. L woulu sugest talking wita taese countries on thio suject
Pt 0e -uuavi. weein .a

Vaelad

(altow Spi wa a er capit a 6ak of

on -t ukte/aeray

I nit Israel and reee, despite per capita GnP of $1,1 and 1M

respectively.

Ter- is also th car -f Switzerlanad wich shoula at l1eaSL Mae

anoLLr ic a , ic- ,A t -okihly he persuaded to make an outrigut

contributi 2 evon if it ewer req co e a m e

cc e xr-. m nara, Fried"ir Cow,



rch 24, 16A

ir. l?.Rfl
1itc ut Tro' rj D)e .rutu V

in Treasury uil in , . 47

Dearhr. ls :

Pursut toprrqus, I a tahin hewt

table showing the status of th advace contributions

to the SeconI Replenihhn .

Lester Nuric,

Aociate~ Genral Goimnsel

. or•.



rv *t -r~t

~ titinsanto



The World Bank Group

Record Removal Notice AI Y"
File Title Barcode No.

IDA - Capital - Resources and Replenishment - 1969 / 1971 Correspondence - Volume 1

1055241

Document Date Document Type

March 20, 1969 Memorandum

Correspondents / Participants
To: Mr. Jean B. DeBoeck
From: Walter C.P. Rutland

Subject / Title
IDA - Deposits of Second Replenishment Funds

Exception(s)
Financial Information iv

Additional Comments

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

Shiri Alon August 17, 2023

Archives 01 (March 2017)



DEC LASS F~ ECONFIDENTIAL

IDA/R69-21

From: The President March 19, 1969

ADDITIONS TO IDA RESOURCES; SECOND REPLENISHMENT

1. The Board of Governors has until iarch 31, 1969 or such later
date as may be determined by the Executive Directors to vote on the
proposed resolutions attached as Annexes A and B to the Report of the
Executive Directors dated Aarch 8, 1968 entitled "Additions to IDA
Resources; Second Replenishment" (IDA/SecM68-17). The date originally
fixed for such voting was June 30, 1968 but this date was extended
first to September 30, 1968, then to December 31, 1968 and then to
March 31, 1969 by resolutions of the Executive Directors.

2. Adoption of the resolutions requires that replies shall have been
received from a majority of the Governors and that Governors exercising
not less than 2/3 (i.e. 168,198 votes) of the total voting power shall
have approved the resolutions. As of the date hereof 92 countries have
cast 181,668 votes in favor of the resolutions; consequently the minimum
number of votes required for adoption of the resolutions has been exceeded
and the resolutions have been adopted. However, 10 countries have not
yet voted on the resolutions as follows:

Algeria Jordon Uganda
Congo (Kinshasa) Liberia United States
Costa Rica Nigeria
Gabon Panama

In order to give those countries which have not yet voted on the resolu-
tions an opportunity to do so, it is recommended, although this is not
legally necessary, that the date for voting be further extended to June 30,1969 and accordingly the draft resolution submitted to the Executive
Directors for their approval so provides (see paragraph h below).

Distribution:

Executive Directors and Alternates
President
President's Council
Executive Vice President, IFC
Vice President, IFC
Department Heads (Bank and IFC)
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3. Under the terms of paragraph (h) of the resolution "Additions
to Resources; Second Replenishment" attached as Annex A to the said
report of the Executive Directors, none of the contributions therein
authorized shall become payable unless, on or before June 30, 1968 or
such later date as the Executive Directors may determine, at least 12
contributing members with contributions aggregating not less than $950
million shall have given formal notification to the Association that
they will make their contributions in accordance with the terms of said
resolution. The June 30, 1968 date was first extended to September 30,
1968, then to December 31, 1968 and then to March 31, 1969, by resolu-
tions of the Executive Directors. As of the date hereof fom:ai notifica-
tions have been received from 11 countries with contributions of
$471, 960,000 in the aggregate. It is expected that the required minimum
number of members will not have given the Association the above described
notifications by Hrch 31, 1969.

4. Accordingly, I recommend that the Executive Directors adopt the
following resolution, and in the absence of objection (which should be
notified to the Secretar'y or Deputy Secretary by the close of business
on March 24, 1969) it will be considered adopted, to be so recorded in
the minutes of an early meeting of the Executive Directors:

"RESOLVED

THAT there is hereby extended until June 30, 1969 the

period in which (a) votes may be received from Governors on

the draft resolutions attached as Annexes A and B to the

Report of the Executive Directors dated March 8, 1968 entitled

'Additions to IDA Resources; Second Replenishment', and (b)

the condition specified in paragraph (h) of the resolution

entitled 'Additions to Resources; Second Replenishment'

attached as Annex A to th3 said Report may be satisfied."

Robert S. McNamara
President



Nr. Victor Chaing March 18, 1969

H. M. Lenno<

IlDA - Drawing on I tD Grant for

Second lenismnt

It now appears that there will be a call on April 1, 1969 for
payment on April 15, 1969 for diabarients on second replaishament
credits. The amount which will be called from the 1968 IB2!) transfer
will be approximately -26.25 wMillion

cct liesrs. Poor*, Rutland, Tharmaratnam, Duarte
Misses O'Brien, Johnston, Lennon

MLennon/ar

FILE: IDA - Transfer of IBRD Income to IDA



Mr. rrca U, 196)

L. Nurick /s/ L Nurick

I JA Second 'pleishnt; Extenio of Ti: for Voting

Attchd or Mr Mcaad aprov~al s enorandum to

tcnebos. r:iiLl mu~- : , 1 oI~ .: thi. t ~.ir votir; or the
repleh:a be V or< ol 1.: (b ta4: t. . r a i~sitiv ior-
xl ~a tm; i:~t of m:Aciin m t r tia am
folri zGh. 'S f.r thal 1.-t eXtNr ho .fL

Attachnut,



Mr. J. Burke 7nap March 17, 1969

Si r Its
Denis Rickett

Advance Contr1-ution to I..

The latest state of play is as follows:-

irm

Australia $24.0 million A draft resolution for the
Executive Directors has een
areed between Nurick and
John Stone who has cabled it
to Canberra for approval.

Austria 2.7 million The offer was made in a letter
frem tbe "inister of Finarce
to r :- nr but a rm olution
has not been submitted to the
Eoard ince there are ertin
points outstanding about the rate

at which we can draw thr

contribution.

(anada $75.0 million Action completed.

Denmark $ 4.4 million Action completed.

Tinland $ 1.4 million Action completed.

Germany $39.0 million Action completed.

etherlaII 9.S million Dr. Lieftinck told me a week or
so ago that he had received a
cale. from hs Government inform-
in, him of their intention to make
an advance contribution of the
first instalment only and that
a letter would follow shortly.
We have eIiard nothing since.

N.orway $ 4.4 million Action completed.

.weden $ 9.9 million Action completed.

United Kingdom $51.3 million Action completed.

Total $222.4 million



Mr. J. 'Burke Knapp -2 - March 17, 1969

Awai.ting Parliam~entary r oval

Belgiun $ 8 million The legislation ha been
referred to the Finance
Conmision of the qenate
who had been asked by the
Minister of Finance to give
it priority.

Italy $16.1 million 'he legislation is before t

Senate. T!e mere told that it
would be nsidre "sometir~e

after February 20t '.

Total $22.9 million

Pendin

Japan ,21 million The leg.slation, which contains

general enabling powers, is
expecte to be anprove by the
Diet before the end of this

month. The Japanese 'inister

of rinance has said that if

at that time the Second Re 1nish~
ment Y'esoluti on has not eco

effective, he will consider making
an advance contribution.



INTERNATIONAL DEVELOPMENT ASSOCIATION

STATUS OF RESOURCES

As of February 28, 1969

(Expressed in millions of United States Dollars)

Available for

Credits Prior to "Second Replenishreit
desources: "Second Replenishment" Credits

Subscriptions:

?art I members - 10% and 90% portions $ 751.4 4 -
Part II members -

10% portion 24.9 1.2
90% portion released and usable 15.1 1/ -

Supplementary resources 309.2 132.7 2/
Transfers from IBRD 210.0 75.0
Repayments - .1
Loan from Swiss Confederation - 12.1
Net Income 21.4 6.5

$ 1,332.0 $ 227.6

Deduct:

Development credits signed through
February 28, 1969, net of cancellations
and refundings 1,832.0 155.2

Developmerit credits approved by Executive
Directors but not signed as at February 28,
1969 - Somalia and Dahomey - 5.1

Available for formal commitment $ -0- $ 67.3

1/ Includes all amounts released on a convertible basis and that nortion of
non-convertible releases which has actually been utilized or which has
been designated for specific purchases under an approved credit.

2/ Includes advance contributions of Germany ($39 million), Canada ($75 million),
Sweden ($9.38 million), Denmark ($4.h million) and Norway ($4.4 million).

Treasurer' s Jeeartnent
Finance Division

March 14, 1969



FORM No. 59
(2- 55)

CROSS REFERENCE SHEET

COMMUNICATION: SE ST A ETING SSM//97

DATED: March , 19

TO:

FROM:

FILED UNDER: SENIDR STAFF

IDA RESOURCES
SUMMARY:

1. The Chairman reported that that morning the Banking and Currency
Committee of the U. S. House of Representatives had approved the IDA
Bill by 30 votes to 3. The Administration had given its full support
to the Bill. He believed that the advance contributions made by other
Part I countries had had a decisive influence on the Committee, and he
was grateful to Sir Denis Rickett and the others who had helped to obtain
these advance contributions. There was still a long road ahead, however,
before they could count on the United States contribution.

2. Sir Denis Rickett said that 9 of the 17 Part I countries other
than the United States had already made firm offers of advance contribu-
tions supported by the necessary parliamentary authority. Three more -
Belgium, Italy and the United Kingdom - had announced their intention

of making advance contributions, and were awaiting legislative action
which, in the case of the United Kingdom, was expected on March 6. The

Japanese Government would consider making an advance contribution when

the Diet had passed general enabling legislation, probably by the end
of March.

3. There was no reason at present to expect advance contributions
from the remaining four countries - France, Kuwait, Luxembourg and
South Africa.

h. The Chairman said that the advance contributions already in
prospect, together with the special supplementary contributions of the

Scandinavian countries, the Swiss loan and the $75 million Bank trans-
fer, would enable IDA to support the $384.7 million program of credits
for the 1969 fiscal year shown in the latest (January 31) report on
lending operations. If the United States contribution were approved,

it would be possible to support programs of $600 million net in both the
1970 and 1971 fiscal years. The term "net" referred to the lending
which could certainly be achieved, as distinct from the gross figure of

planned operations, which was subject to slippage. It was difficult,

for example, to estimate how much IDA could lend in African countries
in the 1970 fiscal year, since the record of the past few years was too
slight to afford guidance.



CONFIDENTIAL

0 F F I C E M EMO RANDUM

To: Mr. McNamara March 3, 1969
Mr. Knapp
Sir Denis Rickett
Mr. Broches
Mr. Friedman
Mr. Rotberg/Mr. Poore
Mr. Ripman
Mr. Mendels
Mr. WT. Clark &
Mr. Scott
ivir. Sellon
Mr. Moreau
Mr. Hulley
Mr. Sacchetti

From: L. Nurick

Subject: IDA; Second Replenishment

Attached is a copy dated today of the report on the status

of IDA Replenishment.

Attachment



March 3, 1969

REPORT ON STATUS OF IDA REPLENISIMENT

I. A. Formal Notifications Received

Country Amount

Australia $2h,000,000

Austria 8,160,000

Canada 75,000,000

Denmark 13,200,000

Finland 4,080,000

Germany 117,000,000

Kuwait 5,400,000

Netherlands 29,280,000

Norway 10,680,000

Sweden 29,640,000

United Kingdom 155,520,000

Total $471,960,000 ($950,000,000
needed)

B. Date when Formal Notifications expected

Country Amnount Date Expected*

Belgium $20,400,000 shortly (legislation pending)

Italy 48,360,000 shortly (legislation pending)

Japan 66,480,000 shortly (legislation pending)

France 97,200,000 not known

Luxembourg 600,000 not known

South Africa 3,000,000 after June 1969

United States 480,000,000 not known (congressional
hearings are to start on
March 4, 1969)

*Based on information received from Governments



- 2 -

II. The status of advance contributions and special supplementary

contributions is as follows:

A. Advance Contributions
Amount

(i) Fonnal Action Completed

Canada $75,000,000 (entire contribu-

tion; 1st instal-
ment of $25,000,000

paid)

Denmark 4,400,000 (1st instalment)

Germany 39,000,000 (1st instalment)

Norway 4,400,000 (1st instalment)

Sweden 9,880,000 (1st instalment)

(ii) Governmental authorization
obtained; IDA Resolution
to be adopted

Australia 24,000,000 (entire contribution)

Austria 2,700,000* (1st instalment)

Finland 1,360,000 (1st instalment)

Netherlands 9,800,000 (1st instalment)

(iii) Legislation Pending

Belgium 6,800,000 (1st instalment)

Italy 16,120,000 (1st instalment)

United Kingdom 51,840,000 (1st instalment)

Total of (i), (ii) & (iii) $25300,000

(iv) Position being considered by
Government

Japan

*Certain details remain to be agreed
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B. Special Supplementary Contributions

Denmark $15,000,000 (payable in 3 equal
instalments in fiscal
years beginning

April 1, 1969)

(In addition, Sweden made a
special supplementary contri-
bution of $21,360,000 in
August 1968)



Mr. S. R. Cope February 28, 19

Denis Rickett

Auvanqc Conti(buons to IDA

:r. ic amara has received A. as morning froni Mr. Me ahco,
the Treasurer of th Coimonwealth o stral a, -informing hin that
Australia w. :ne a advance contr buon Lwinting to -he whole of
its contribution to the Second Replenishi ent of ih.0 lion.

2. The latest state of play is, there ore, as follows:

Firm

Australia $240 million
Auswria 6
canada .75.0
Denmuark .
Finland 1.1
Germany 39.0O
Netherlands 9.8
Norway
Sweden .9

Total 1706- million

Awaiting Approval

Belgium $ 6.3 million
Italy 16.1
U.K. 51.8

Total T7fl7illion

Jpan 2. million

3. We are likely to receive confirmation of the U.K. contribution
very shortly.

c.c. r. S-lion
ir !'Iurek



Mr. Joerg Jaeckel February 28, 1969

S. R. Cope

I.D.A.

In accordance with our conversation, I attach a statement

showing the IDA funds available for commitment in the current

fiscal year.

SRCope:mmr



LA iuin availawle for cnitet it la F'V Ivh

Siillion

.. vnc ontioutions fir;

Caad 75.04 -

74

S iland 1.

Netherlwas

10 e . 7 .

Suppb ,.t ary contrMUL' t e

mia loan12.1
,rana; r cf .rv 00110it, 75-0
L,., eari,Au Au -AnculIkaaurt 01 cet F u
uruuALt Forward frm 1967Y/

crlinoo~V uy>na

I t s l y16.,1

I, 1 47 .



Mr. S. R. cope February 25, 1 l

Denis Rlckett

Alvee Go- iau ions co the Second lelenL shracntof 'DA

Tt foll g'. e infore oraskecifrWa avomH
in the secoal gr oL

m, offers of acvance ribuions (wi
bor tyhav ben b ane f'rom the folowncox ri es:

Austria # 2,7 milo
anad 75.0 1illion

Denmark 4.4 million
Finlnd $ 1.h illion

Ge 39.0 ilion
Norway $~ .! million

S n 9.9 Million

To tal $13.milo

Belgiu fol6.`oa

Ntherlanocs 23mlli on
U.K. 1on

2. The following is our la information on the posi tion of
th o countris fromw o ffer wth tsar; Parlaentary
authorty has not y b received:

Belgium - An amendment was necessary to the legislaion wh.' ad already
been snmitted to Parliament. The eg -- r, 1 s menrded, has
row been ple before the ri ev. t co ics on of the enate and
the Minister of Fi.ance has ir e. ron 17. t n resident of
tar Senate h t t should be eLven verj early conalder ion.

l - r leg l 'o- author 70 z in aIvance contr.bu t aI ander
Cons-ideration b the Senate. It -i hoped tt t ill be
approved shorJlr after which t ,rl go c th ' Crinber of Deputies.
The Covernment m however. fe +hat approval by the Senate will

be a £cient o erable i- Io make an dyne o trbut;ora.



Mr. S. R. Cope - 2 - February 25, 1969

t"erlands - The Minister has wri ten to bot. Houses of Parliament
asking for authority to make advance payments cori.
the whole theriands coriuAion. re expect a formal
ccmmunication from t n rlandsGoernment in the
near futur.

.- noder cuil habe suiried o1 Parliamen a it
expectd thai will be arove ve a Cry soon, p o ss. ly

fore he end of his Yoh exce: t to be al to
ccomi $8 ilio of the U.. adance contribu of

13 illon efore th end o A a



FORM No. 57 INTERNATIONAE DEVELO AT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASS( !ATION RECONSTRUCTION AND DEVELOPMENT i CORPORATION

OFFICE MEMORA NDUM
TO: Mr. S. R. Cope DATE: February 24, 1969

FROM: Ernst vom Hofe

SUI3JECT: IDA Resources arid IDA Credits in 1968/69

I have noted that over the last few weeks a number

of IDA credits have been extended to African members of the

Association. I would be very grateful to you if you could

help me in bringing up-to-date my information on the total

amount of contributions committed to IDA for 1968/69 and on
eventual plans for the utilization thereof. Any information

would, of course, be treated strictly confidential.

I would highly appreciate it if on this occasion

you could also advise me whether the Part I-countries who

intimated their possible participation in advance contributions
(especially Italy) have proceeded in this respect in the mean-

time. In which way will the British contribution be made

available to the Association?



W. J. Burke Khap Abruary 11, 196

eni a Ricke t L' 73A

T attach for referee a -opy of a. note ich f sent to Mr. Mcamara
on February 3 wh was intended to shov te ontributions o YA whi ch we

exect. to be able to com t n advae of the Seond elen smn

2. 3race tht note wa wrtte n am been the foloing futher
developments: -

() a have been iformed bfr M'r. Karlsson that the Finnish Parli-
men p the tinnish contribution on Deceber 31st.

(i) I have been told by .1r. dtone (tthough the tnformation to still
con denti al) that the Aus tralinv andvancceontr4 utt on r1i
give as de author3; to emas their whole con r'bu of

IA m.I1on.

i) [1have been told by Mr. van awperhout that the legislaton now
before the Belgia Pa rl a t •mthoriss the Goernmnt to give
ust author t to coma the whole of their contribution amounting

to 20.6 million.

3. T gi ve below a revised table of contributiona itch may therefore be
expected. i hve excluded from this ta I pecial supplemntary contribution
of 1 m illion rom lweden.

(a) Aradyk OPprveT

utria .7 million
aada 7 7.0 million

Denmark 1 . million
Tinland $ 1.6 million

G3 W.0 million
Norway $ h.h million

Sweden 9.7 million

Total $ 5. million

Italy$ 61
Netherland $2} milli on

Total $ million



tr. J. BreCn - 2 - bruwry 1, 1969

(e ) flrter contr but ons expecteL: -

AusWal", a : . 0 m!lio

n22.1 milion

in loTtin

Atachmnt

'r. M



~r. Jean-David Roulet February 11, 1;69

l. M. Iannori"

IDA - Contributions of Gaistan Consortium Countries to
Second Rplenishment

As requested by you, lAed below are th.e contributons the
'iatan onsortiur countries o the second replenisient c um

resources of IIA.

ditional and Per cent of
outrySUp alemIentary contributions 1 1 d UU illion

Belziua 0,0,0017

Canada 75A0,0 6.31

France 97,200,0 1

Giermany 117,000,

Italy 4,36,000 b.07

Jo un 66,660,000.6

Sweden 2,6 0,00 2.X

United Ungoa 1),2C,000 13.09

United States 4 80,000,000 40.Z0

TIotal P1110,6,0 I94.1 7

c: Messrs. Rutland, V. Chang, Duarte
Miss Lennon

FILE: IDA - Misc. Reports

MLennon/rc



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: February 5, 1969

FROM: Denis Rickett

SUBJECT: Advance Contributions to the Second Replenishment

Mr. van Campenhout told me this morning that in the course of a

telephone conversation on other matters Governor Ansiaux of the National

Bank of Belgium had told him that the amendment introduced into the

Belgian legislation would permit the Government to make an advance contri-

bution covering the whole of its contribution to the Second Replenishment.

I asked Mr. van Campenhout if we could assume that the Government would

avail itself of this authority and he said that in Ansiaux's opinion they

should. He (van Campenhout) intended to check with the Ministry of Finance

that this was their intention.

2. If this is confirmed, the Belgian advance contribution will be

$20.4 million (as against $6.8 million for their first instalment only).

3. I had also discussed with Mr. van Campenhout a day or two ago the

question whether we should ask Luxembourg to make an advance 
contribution.

We had not troubled them about this since their total contribution was no

more than $600,000. Nevertheless, if they were likely to agree, it would

be a welcome gesture of solidarity.

h. Mr. van Campenhout told me this morning that Ansiaux's opinion was

that a letter should be sent to M. Werner, the Prime Minister of Luxembourg.

I attach a letter in the hope that you may be able to sign this before you

leave today.

Attachment

c.c. President's Council
Mr. Rotberg
Mr. Nurick
Mr. Sellon



Mr. Andre van Capenhout February 3, 1969

Denis Rickett

Advance Contributions to the Second Renlnihnt

In 4y note of Januarr 31st on this subject I should have 4rawn

attention to the Lact th te inaaoion relating to the possibility
of an advance contribution trom Austrl" and Jpan should be ted

as confidential for the present.

DHF~ckett:emee



FoRM No. 89 INTERNATIONAL BANK FOR
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Initial Send On
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Fro-
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Mr. Andre van Campenhout Pebruarr 3, 1969

Denis Rickett

Advance Contributions to the decotd Rlisamen

o r--W to ol owing ane~ nt to the notes on th
table w~c. T sent yrou on Fiday last .. anutr 31st. Lines 6 an i 7
sho£L U Ca CoLows :-

"special contribution of 0. o: on totals $171.9 mil. on-
Contributions from the Fnited idc, Fnland, Italy and the

Netherlands await final Parliamuentary approval (totals $9.6
million)."



Mr. Andre van Campenhout Jaanuary 31, 1 6

Denia Rickett

Advanc ' r ons to the 3econd eplenishment

I ttach. at1e hoi the poton of each countryonthe

question of making an advance contribution to the Second Replenilmen tit.

Attachment



IDA ADVANOE TRIB1IONS

Second _eplenishment
Total Advance Contributions 90eci al

Country per First Second Third Contri-
Formula Thstal. In-tal Instal Total butions

Australia 2 O.C S. O

Austria 8.1.7 2.7

Belgium 2. 6.8 6.8

canada 75. 25.0 . 25.0 75.0

Denmark 13.2 4. 1

Finland 11.1 1.4 .

France 7.2

Germany 117.0 3.0 3). C)

Italy 8 16.1 16.1

Japan .5.1 2.1

Kuwait

LUuMbourg .6

Netherlands 2-3 9 . .7 9.3

Norway 10.7 3.6 3.6 .8

South Africa 3.0

Sueden 29 .6 9.9 9.9 21.h

U.K. 15.£ l. _1.8

7L"3 1 2701L 37.2

Notes

Firn offers of &ivre contribui onh have been rt-.eived from Canada, in respect of her
whole contribution, and from Austr a, Dlernark, Germary, Norw, an >den, in each
case n r, e o errt 'nstauont of .ter court bu4 o ' ta the addition, in
the case of Den , of a spec al conta bution of 15.0 millon a , i n the case of
Sweden, of a special contribution of IQ1.b millon and, In t a o' orgaar, of a
special contra bution of . 8 r:j1lon (totals 3. a l c,). . tr .b ons from
Finland, Ral an1ta k~ -rlands final PrI rww ar, a]N.val ' l
million). n akt I e have ood prospects of advanc con r a from Australia,
Belgium and J1an ( :a. 36.S9 ill on or more ,i more than he firSt instalment is
made available ).



FORM No. 59
(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: EIOR STAF :EETING '/ '' 3

DATED: Jan r 2, 1969

TO:

FROM:

FILED UNDER:

SUMMARY:

IDA RESOURCES

1. Mr. Knapp reported that, in addition to the advance and special con-
tributions from Canada, Denmark, Germany, Norway, Sweden and the United
Kingdom on which they had counted in planning IDA commitments of $330 mil-
lion during the fiscal year, further advance contributions from Finland,
Italy, Japan and the Netherlands were in sight which would raise the total
to about $380 million. Most of the additional $50 million would be allocated
to India and Pakistan, bringing their respective shares of the $380 million
to about 40% and 12-1/2%, the proportions of IDA lending which it had been
agreed they should receive during the years covered by the Second Replenish-
ment. This would not, however, give India and Pakistan their full entitle-
ment of IDA credits to date, because they had received far less (India
nothing) in the 1968 fiscal year than had been planned. If any further
funds became available during the fiscal year, as a result of slippages in
IDA lending to other countries or otherwise, they would therefore be allo-
cated to India and Pakistan.



Ober+ 3Januar 21, 196

mni Ricet Sir a3u.t

Note on aVI to Europe

I attach sm notes h h I have made of' conversa.AtinS Whi h

Mr. Karass and I had dri our recent visit to E-urpea pital.I

AVtacuacent

c.c. Preident's Conil
4r. Rotberg
Mr. furt ek
Mr. Karass (European Offic)



NOTES ON A VISIT TO EUROPE
DECEIMER 3, 1968 TO JANUAY 1T, 1969

In the course of this journey I visited Boston, London, Bonn,
Paris, Ditchley (Anglo-American Conference on Economic Growth),
Brussels, Vienna, Zurich and Basle (monthly meeting of the B.I.S.).
The persons with whom I had appointments are set out in Annex I. I
shall not try to record the conversations which I had with all of them
in detail but merely to put down the salient points.

BOSTON

We stayed the night here with Professor & Mrs. odan. e arranged
a luncheon for me which included Professors Samuelson, Hillikan, -aberler
and Kindleberger.

There was some discussion of .he President's speech at the Annual
Meeting. All agreed that this had been the outstanding event of the
meeting. It was recognized that it was designed to appeal more to the
developing countries than to the capital-proviLng countries. From their
point of view it would, perhaps, have been better to lay less emphasis on
the amount which the Bank would have to borrow over the next few years.
The programme outlined in the speech must also raise the question of the
effect of increased borrowing by the developing countries on hard terms
over the next few years against the background of an almost inevitably
stationary or declining amount of concessional aid.

I pointed out that the Bank s net loan disbursements to deve4-ping
countries were of the order of 121 per cont of total net loan disbursements
to those countries and that the Bank would always be the preferred creditor
on whose loans no country would willingly default.

There was also some discussion of the prospect of securing at some
time in the future a link between reserve creation (through Special Draw-
ing Rights) and the financing of concessional loans. It was agreed that
this would have to come gradually, if at all, and that the first step must
be to get the S.D.R. scheme adopted and then activated before trying to
introduce new uses for S.D.R.s.

LONDON

Y talk with the Governor of the lank of England was concerned
mainly- with the outlook for the U.K. balance of payments and the re
of the international monetary system on both of which he was catiously
optimistic. There was, however, some reference to the criticss o
World Bank policies in Switzerland following the relatively unsuccessful
bond issue there. Sir Leslie said that the views of Swiss banker- could.
not always be accepted as reliable on matters outside their immedia.e co.-
petence. He did, however, express some concern at the very large financing
needs which seemed to be implied in e Bank's policies. he agreed that,
so far, we had been remarkably successful in meeting those needs.



- 2 -

My talks with Sir Douglas Allen, the Chancellor of the Exchequer,
the Minister of Overseas 7)evelopmetand Sir Geoffrey Wilson were con-
cerned mainly with the question of an advance cont'ribution by the United

Kingdomo I.D.A. It was made clear hat, the-o German Government finally
refused to make an advance contribuion, te British Governmen would re-
exar ne the question. Fortunately, 'his aid not prove necessary.

BONN-

I ave already recorded in a letter to the President (Anex II) the
discussions which Mr. Aldewereld and Ihad with Dr. Hankel and Dr. tianemann
in Bonn. We were told that after some hesitation the German Government had
decided to subm-It to the Budget Committee o the Bundesta: a proposal that

Germany should make an advance contribution to I.D.A. of the first instal-
ment ($39 million) of their contribution. This proposal was approved by the
Bundestag on the following Friday.

PALIS

I called in Paris both on the Ministry of Foreign Affairs, t 1e Ministry
of Finance, the Bank of France, and the Caisse de Co-operation Economique, as
well as on one or two private bankers.

The Ministry of Finance were not ble to aold out any hope of an advance
contribution by France to I.D.A. but said tan they were studying the possibi-
lity of using aid funds to pre-finance projects in French speaking
territories. This pre-financing coad subsequently be repaid from the French
contribution when the Second Replenishr.ent became effective.

discussed in general terms with Mr. Postel-Vinay of the Caisse de
Co-operation projects which might be treated in this way (as set out in a
note to me by Mr. McIvor dated October 30, 1968 ). Wbe agreed that a key
point would be whether the pre-financing could be made available in untied
form.

In conversation with Mr. Rene Larre, Directeur du Tresor, n inquird 
about the possibility of a visit at some future time by Mr. McNamara to is
7 said that I knew ta . Me to pay such a visit as so n
as is o-ner coritments permitted. M l observed that the French Govern-
ment had no strong claim to a visit from t. Pre-sident of the Bank at present
since they were making no advance contriution to I.D. A. and were not a source
of arke borrowing for the Bank. w l m wh the impression, however,
t ha such a visit would be gratifyin- Uo `rench amour propre.

The subjectof this conference wa"h n a a Co-ordinat
of Nina P c oEconoic rwas atte nded by a lreaand
representaive group of British and :merican bankers, economists, officials
and representatives of international organizations (O.M.F., 0.E.C.D. and



I Wplit up into two sub-gronps, the first of which dealt wit
international trade, aid and invesnt, the second with exchange rate
policies (including the possibility of vider margins, the crawling peg,
and floatin, rates)J.

in the first group, of which : was a member, i tried to promote
somae discussion of Mr. Roosa's Sun alley speech on 7nternational Capital
Formation, including the proposal that in the short run aid contributions

aight vary with the balance of payments position of the donor. edid not
get very far wi-tn this.

in the plenary session tne main interest was focussed on exchange
rate -olicies on which there was a linnu e e the Central bankers and
Treasury officials (Parsons, Damina and Coombes) on the one hand and the
economists including, in particular, aritz achlup, on the other.

i was able to talk during the meeting to Raymond Bell of the U.K.
Treasury about the UMi. contribution to .A. in the light of what i
told him about the German decision he agreed that the matter should be
re-submitted forthwith to the Chancellor.

BRUSSELS

This was a short visit in which Mn. Harass and I saw only the
Governor of the Bank of Belgium and later the Minister of Finance (who
was accompanied by his principal ozicial).

Before our visit the Belgian attitude as reported to me by Mr. van
Campenhout had been that an advance contribution to I.D.A. by Belgium
could not be made under the legislation in the form in which it had been
subit ted to Parliament; that to amend it would take time; and that this
was not worth doing since they had been informed by Ir. Deming that Congress
was likely to ratify the Second Repleniskment early in the life of tae new
Congress.

As a resnt of our taik with the mister, we were able to persuade
him that this latter forecast was likely to prove optimistic and that it
would be well worthwhile to introduce an amendment into the Belgian legis-
lation. if Begmium did not make an advance contribution she woula oe in
a small minority of the principal contrituzors. He tnerefore gave instruct-
ions to his officials to prepare and send to the Parliament the necessary
amendent. The Governor of the Bank confirmed this to us subsequently.

We discussed the question of an adance contribution with the Minister
of Finance and his principal adviser on ai ujct, Dr. Neudrfer. They
told us that they had received an opinion frov their legal advisers to ahe
effect that while it would be in accordance with the letter of their legi-
lation to make an advance contribution, it would be contrary to the spirit



0o since it w as clearly contepaed at payaents would only- be
mad w-hen they became due in accore
had advse, c wever, that in the las reora the decision was One for

B r eeft Vienna . r told me tat the Minister had
eciced oend to the Council C asers hat e Austrian Covern-

ment hould make an advance contribution.

zimrc-'-n
In Zurich we had luncheon with D. heinhardt, Presient ot

Schweizerische readitanstalt. Le repae to us wat e nad aleady
said -o Mr. Aidewereld about the possibility of a meeting of the Swiss
Foreign ALfairs Institute to *De held in the a of1te Uiversity at
whc Mr. a could address ar entative itnional audience
on World ank -policies and prospects. Thi as be in dealt it in n cor-
respondence between Mr. Aldewereld an,,.Rinh>ardt.

D2. Stopper, the President of hational Bac, gave a dinner party
for us in the evening and Mr Karasz and I had an ourrs calk wita nam at
the National Bank beforehand.

He referred to the bond issue a said that this should not be over-
dra-nized. The main cause of the failure was the international monetary
situation at that time and the strong at-raction of EM bonds, together with
the large amounts of them recently i ed y t Morld Bank. The criticism
by some Swiss bancrs of World Bank -o sas not, in nis view, justii`ed

ha e pe tn t -uey nac, n par, ie Out forward as an aibi by Siss
bankers o had misjudged the market Sua4ion.

This was a very differen srae hat of Dr. Schaefer who.
we had seen in the afternoon and who was inclined to adopt a rather aggresSive
tone lecturina us on a wide range of topics, many of them unconnected waio
World Bank business.

The meeting of the 3.1.. was useful in enabling us to renew contchcs
ann we were able to speak to a num'er of central bankers. (Mr. arasz has
recorded separately a talk with Dr. 3lessing. The following were the main
points:

(a) Dr. Jdge, Deputy Governor of the aisoank was discouraging about th
proseects of a bond issue in Scockholm (r. Aldewereld had asked me to rai s
tis). The budget whi-ch was aout to be introduced ialied a large borro.in
recuiremeno by the Government and it woul be essential to restrict other
calls on the market to a minimumo.



A.-. '.. -.--

i e t hear very soon from the terlands Government on the

s ub-sect of ani advanceconreto to LI", acorgn aL3out
marketepospcts in the Netherlaad.

() r. Osola of the 3 anca di S ne k ou
to pedpheIl advance coIcatio0. .e 2nug 1 ca CI 2-ob

mit .aorize the making of the aen wihout waiting ior :ie compli
of the Parliaeintary process, provided tat it was clear at the l

was likely t0 be aporoved.

LONDION~

Cn my return -o London a spoke to t.e Trar .r. g r

Miistry of Overseas Dvelopment (i Go y Wilson aid i . K ilias)
about the e al difficulties which had ari or the U.K. aance cC n -

bution. `Te l awyers weeJtapaenti gemn ns thsev,
bat some had ake the view ht tae, I lC ae an aavance con r t C -

would be necessary to withdraw the -G-. ion and submit other i a
dffeIrent or.' The C.D.M. thougces that tencessary Pariamntaryp'val

woueld be obai nedsoon after Parliament reconvene on January 20th I eaa-
sized 'hat the U..ratification (vrngneseconc. larg-est contrio',-ution)

'4 ,' 4 O'_'' UC a. Q~

was vitoal in securing e of contribuions aecessary.
to b arin he Second Replenishment ito efect.

Sir Geoffrey T ilason told me that he erpected to visit iashington in

e week bcZrinnin .arch 16th. e undrstood thac Mr. Maurice Strong mi
also be hero at that tie and suggese.d that they might have joint discus-
sions with M c7a ara.

ans a ,y .6o9
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FoRM No. 89 INTERNATIONAL BANK FOR
(2. 66) RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

Date
IOUTING SLIP an. 1Y 1969

Name Room No

MIrs. Luke C-20Q

To Handle Note and File
Aonrooriate Disposition Note and Return
Aooroval Prepare Reply

omment Per Our Conversation
Full Report Recommendation

_ Information Signature
_Initial Send On

Remarks

The attachment referred to in the
memorandum was received from
Mr. Hugh Scott. i do not have
a snare copy for your file.

Fro
Sir Denis Rickett's Office A-1230



Mr'. rik 1. arlsson 15,ar 12 6

cDIying ecia u

ofsc otiuiosbtas h stage whic h a beenl reahdi

action in regard. to them.

TJic kett :emec



FORM No. 337-D IBRD LANGUAGE SERVICES DIVISION
(10-68) CONTROL No. EDATE: Apri 1 69

ORIGINAL LANGUAGE: RuSiAn (soviet Union)
DEPT d O TRANSLATOR$f,

EITRACT FROM "DENGI I KREDIT"
FOR JANRY 1,G 2

Discussion of the report on the activities of the International Bank
*

for Reconstruction and Development (IBRD) during the financial year 1967-68,

and of the prospects for that Bankte operations during the next financial

year, the course for which was set in the speech of its President, Mr. Robert

r. McNamara, coincided with a sharp reduction in United States appropriations

for foreign aid. The British press even goes so far as to call this circum-

stance a "tragic" one, by which it means that this reduction will, in all

probability, be followed by a decrease in the credits extended by other devel-

oped countries, which, in recent years, have followed the lead of the United

States in fixing the amount of the financial assistance they have given.

During the financial year 1967-68 the US Congress appropriated 3.5 billion

dollars for foreign"aid'. In order to secure approval of the 1968-69 appro-

priations the Administration has submitted to Congress a reduced "aid" pro-

gram, amounting to 2.9 billion dollars, bearing in mind the demands for

economy, in every field of budget expenditure, put forward by a majority of

Congresemen. All available information goes to show, however, that the

total figure of appropriations approved will be only about two billion dollars

or even less.

The United States Congress also intends to withhold approval in the case

of the allocation, over a period of three years, of 148O million dollars to

replenish the funds of the International Development Association (IDA) an

* T.Ns This abbreviation appears as )IBRR in the Russian text
** T.N: This abbreviation appears as MAR in the Russian text



affiliate ofa e d long-ter eih most favourable

terms. DA fnd aounted in the middle of 1968, tonly kI milion dolars,

but are due b lented by a furthr 75 illi d are ot of the

profits of position adopted by the Uted o tatee Conr e m

undermine the areerent concluded beteen 19 rditor-countrie regard

to the allot Mto IDA, during the period fr July 1968 to July 19 7, of

1.2 billion lars (at rate of 100 milli on d ara per annuM), even

though a number of countries have already ratified that agreament.

As is pointed out tyhe British w.eekl~y jurnl "The Econoi jt,"' th

developng co ies he anaged to obtain lro he hington t-

inge, apart from e a r xpanive pri db Prident

I!RD. Hie i propoing to doubleduring Mesrodu o p93 h pret

vole of) lon d bythe Bank (i.e. toinceasei from one to tvo billon

dollars). The gneroushandof Maama i h vr, aing lof

th existing ig rat of interest - 6.pranmee thri oug Idiana

mbe o e counri are already tn e rnational Bank each ar

in the foro ntr eand as~ repyet for loane previously contracted, a

larger suthan they receive from t ainstittonin respet f ln freh-

ly granted. It can Furrt be concluded from pc asra' sapech that the

IBRD ag nt ill be alloating more fund to Ltin America and Africa than

in previous yar end er amount. to the Ai untries, and also that

the Rank will be increasing its investmAentd in the development of Agriulture

n tose brnel of ctivity that are engaged in providing services for

. Zoletarenko


