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Mr. Robert 8. McNamara October 31, 1969

J. Burke Knapp

IDA -~ Third Replenishment

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

My alternative is closer to "A" than to "B". I hesitate to give
any 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 America) clearly have no claim at
all on IDA resources. Also, please note that I discuss our difficulties
in meeting 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 maintained their propor-
tionate contribution to IDA) rather than upon a theoretical $500 million
program which it seems to me 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



: ¢

-!it:'dclqtl.'u’t?l‘:i:

Vﬁai?’:i.zgun, D.C, W8 A

-

A T
QQ//}EH~Hﬂ“ ECS Dl sis
; o

¥

INTERNATKHMUJBANKIKHQRHCONSTRUCTKﬁQANE)DEVELOPMENT

f”j

Coble Address - INTHBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Calle Addreas — INDEVAS PARIS P

EUROPEAN OFFICE:
4, AVENUE D'TENA, PARIS (167) — FRANCE

Teleplmn e- 553-2510

October 24, 1969

Dear Shirley:

Decaux at the OECD Secretariat has asked me
for some information. As part of the Annual Aid Review
procedure, they have been asking DAC members to forecast
their disbursements over a year or so ahead. Some
menbers have replied that one of thelr difficulties is
to know when drawings will be made on their IDA contri-
butions.

I attach a copy of a question from Decaux to
which I said I would try and oktain an answer Ifrom our
Treasurer's Department. Could I ask you to take this

matter up with the nd get me the necessgary
information?

2]
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reasurer's

Personally, I cannot sec that this is a big
problem for the DAC member countries. As I understand
the procedure, they give notes for their contributions
each year and the Treasurer's Department draws on thess
notes during the year. Accordingly, at the most, the .
DAC member countries should know that the disbursements |
will have to be made withia a twelve-month period
although they may not know the exact month in which
their notes will be encashed. Perhaps, however, 1 have
not got the full story.

Encl. s 20 £

Keslen
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Mr. Robert $. McNamara October 24, 1969
J. Burke Knapp

IDA: Amount of Third Replenishment

I have just had the opportunity of reading the October 17 draft memo-—
randimuon 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
inerease’” rather than "s substantial increase.”

2. A matter of terminology arises in Paragraphs 3 and 9, namely the
distinetion between aid flows net of capital repayments and net of debt
pervices (capital repayments plus interest). To cover the first case, 1
would suggest sticking with the comventional term of "net capital flow."

1 find it confusing in Paragraph 3 to use the term "net financial flow",

which seems to me to express the second concept. In Paragraph 9 when
referring to the "net transfer of resources’, I suggest that this be explicitly
defined as meaning net after both capital repayments and interest payments.

3. In the section on the "BUrden of Debt Service" commencing with
Paragraph 5, I find very curious the omission of referemce to the three
major IDA recipients, namely India, Pakistan and Indonesia. Rathe¥® than
attempting to classify these countries in the eategories established in
Paragraphe 5, 6 and 7, I would suggest that this section commence with
specific reference to these three countries (including reference to the
data given with respect to them in Table III). You could then introduce
Paragraphs 5, 6 and 7 as a classification of other recipients of development
assistance.

I would further & in the light of recent events — substitute
Paraguay for Bolivia in Paragraph 6.

4. I have very serious doubts about the inclusion of Paragraph 13,
including Table V. I realize that this is one of the points made in the
Pearson Commission Report and I do not deny that it has some validity.
However, the purpose of this paper is to convince donors to the IDA
replenishment and I think this point is not useful -~ and perhaps counter-
productive - for this purpose. As I have remarked on previous occasions,
I am afraid the attitude of mary laxrge IDA donors is that the IDA lending
program should fortify, rather than moderate, imbalances in their own
bilateral programs, and certainly many of these countries are quite 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 might be in-
cluded, stressing the advantages of untied multilateral aid vs. tied
bilateral aid. This is not a popular subject either with all domor countries,
but they all recognize the point and (even including the United States) they
recognize in principle the desirability of moving away from tied aid "to the

extent that balance-of-payments conditions permit.”



Mr. Robert 5. Mellamara -2 - Oetober 24, 1969

6. My final point relates to the second half of Paragraph 18,

referring to the geographical allocation of IDA credits, on which I have
the following comments:

ec:

JBE

(a) 1 suppose that at some point im the IDA replenishment
disgussions it will be necessary to say something on this subject,
but I have serious cdoubts about including any discussion of it in
this initial paper. When and if something needs to be said, I would
recommend that it be couched in very general terms, i.e. something
to the effect that a major iscrease in the scale of the third re-
plenishment would permit e wider geegraphical diversification of IDA
lending, while at the sane time permitting a substantial absolute
increase (though perhaps relative diminution) in the allocations
to the three major IDA reciplents.

{(b) I would definitely recommend omitting lable VI. Aside
from its spurious accuracy, I am afraid that it would simply provoke
all kinds of arguments about geographical distribution, which are
best lefit for future resolution.

(e} Uhe first half of Paragraph 18 concludes with the state~
ment, "There is no doubt that IDA has the capacity to handle that
volune of resources without either impairing the Bank's own lending
progran or in any way reducing the Group's stringent standards of
project evaluacion and economic performance assessment.” If it were
felt necessary to follow this eentence with supporténg material re-
garding the "effective demand” for IDAftype funds, 1 would suggest
something along the lines of the following:

“Furthermore a country-by-country review by the Bank staff
of the 'effective demand’ for IDA funds, in terms of both the
abgorptive capacity of IDA recipients and the justified require-
ments for concessional aid, eclearly iandicates that IDA needs
resources of this order of magnitude to meet the requirenents
being presented to it by member countries.”

Sir Denis Rickett, Mr. Adler

dic



MEMORANDUM

fettlement of Aceounts

The following auestion has arisent To what extent would
contributions of a wewher under the Pirst and Second Replenish-
ments and other supplementary contributions wmade by 4t be taken
into account 1f (1) such mombar ceases to be a member of IDA, or
(i1) IDA suspends ite operations smd distributes ite asscta’

Article VII of the Articles of Agreessnt of IDA contaias
the provisions which would govers the rights and duties of govern-
mants ceasing te be wembovrs of IDA or upon a distribution of IDA's
assets., In brief summary the Article provides ss follows:

(a) Ceesation of Mewbership: When s governmant cesses to
bs a menber the Amsociation snd the goverament are to proceed to a
settlement of accounts. As part of such settlement they may agree
on tha amounts te be pald te the povernwant on account of its subserip-
tion (dafined to wmean ite inftial subseription and any sdditienal sub-
seription). 1€ no agreement is resched within a speeified period, the
Association shall retuwn te the goveruwment (1) funds peid 1in by 1t en
aceouat of its subscription or derived therefrom as primeipal TEPAY-
ments hald by the Association on the date whon the povernment csased
to be a member, except to the extent that the Aspocliatien decides that
such funds will be neaded by 1t te mest ite comsitments wader its Ti-
nencing obligations, and (11) ita pro rata share of all principal re-
payments recelived by the Association after such date on loans contracted
prior therete, exeept those made out of supplamentary resources provided
to the Assoctiation undevr arraengements speeifying spectlal liquidstien
rights. The pro rate share te be returned to the member is defined (with
certain adjuntments) to masn such propertion of loen vepayments as the
amount paid by the government on account of ite subseription baars to the
total ameunt paid by all membare on account of their subseriptions.

(b) Distribution of Assets: Under Artiele VII, Seetien 5, if
IDA suapends fts operations and distributes ita assets, IDA shall die-
tribute its assets to members pro vata ian prepertion te amounts paid in
by them on sccount of their subseriptions, both {attial and otherwise.
Any such distribution {s subjeet te prior sattlement of all ontstanding
claims by TDA agaiast the member receiviag a distribution and to any
spacial arrangements fer the disposition of supplementary resources
agreed upon in counsection with the provision of such resources.

All contributions by maembers under the First and Second Replen-
ishments were made on a basis whereby (except in certain respects which



-

are not relevant to the guestion now under consideration) they are

to be treated in the same respect as the initfal subseriptions of

Part 1 members. (Paragraph (&) of Reselution ¥e. 48, adopted by the
Board of Covernors on June 29, 1964 entitled "Additious to Resources';
paragraph (g) of Resolution Ne. 66, adopted by the Board of Governors

on September 20, 1968 entitled "Additions to Resources} Second Replen~
ishment” and paragraph (b) of Resolution ¥No. 67 adopted by the Board

of Govermors on September 20, 1968 entitled "Supplementary Coatributions
to Resources} Second”Replenishment.”) Under these resolutions, there-
fora, all sueh contributions would be treated as subseriptions for pur-
poses of detarmining a member's share either upon cessation of membarship
by the member or upon a distribution of IDA's assets. The special supple-
mentary contributions heretefora made by Sweden, Horway, Deamark and
Kuwait were wmade and accepted by IDA on e¢ssentially the same basis.

It is conecluded therefore that contributions heretofore made by
members under the First and Second Replemsihments and sther supplementary
contributions made by them would be regarded as subscriptiones for the
purpese of determinimg the!  share of any of them 1f ({) such member
ceases to he a mamber of IDA or (i1) IDA suspends ita operetions and
distributes its assets.

At

Lester Nurich
Legal Department

Dgotober 21, 1969

cet S4r Denis Rickett
¥r. Seott

Cleared with My, Brochas
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Mr, Robert 5. MeNamara | October 15, 1969
Denis Rickett

Mr. R.B.M. King

You are seeing tomorrow morning Mr. R.B.M. King of the Ministry
of Ovavseas Davelepnant. f
2. Hr. King was appointed Deputy Seeretary of the Ministry last year
in succession to Ceoffrey Wilson who had besn promoted to be Permanent
Secretary. Mr. King 1s thus the second ranking permanent official of
the Ministry.

3. He joined the Clvil Service in 1939 at the age of 19 but leit the
following year to serve in the Army. THe took part in the campaipgns in
North Africa and Italy and won the Military Crosa at Cadino. After the
var ha rejoined the Civil Service and, after holding various appointments
in the Ministry of Supply, the Ministry of Worka and the Treasury, became
Principal Private Secretary to the Minister of Works in 1956. 1In 1958 he
was saconded for a period of service to the Cabinet Secretariat and actad
as Secretary to the Commonwealth Education Conference in 1959 as well aa
a succession of constitutional conferences which conferred independence
on a numbar of colonial territories. In 1961 he was transferred to the
Department of Technical Cooperation which, as you know, waas the predecossor
of the Ministry of Overseas Development. He has been with the Ministry
aince its formation in 1964. : ;

4, Mr. Cope and I saw Mr. King thi. afternoon and I gather that the
points which he will wish to reise with you tomorrow concern nspecially'»

(a) The timetable for and general handling of the negotiations
for the Third Replenishment.

(b) Bank lending policies particularly in regard to the issue of
program versus project lending.

(¢) T:e Bank's role in the coordination of the giving of atd both
by multilateral and by bilateral donors. On this point he
had in mind particularly the recormendation of the Pearson
Commisgion that you should take the lead as Preaident of the.
World Rank in ealling a conference.

5, On (a) above, Mr, King told us that Sir Geoffraey Wilson was ready
and willing to pay visits to other capitals in support of representations
through diplomatic chammals so that the SBritish Joverpmoent could play its
full part in bringing pressure to bear on other governmenta to po for a
high level of IDA replenishmont. e asked a nusbar af gusatdonn abont tha
parsons to ba nominated am Daputfas (should they ba Evecurlve Divectara oy
officialey from tha capitals?); about the place wl
to be hald; the date of tho first meoting and shothay i1
any papers to the meeting. I sald that the fizet point waw

;.

. 1 \ A% pen o BE - 3 & . 1.4 |
va tha mretings L 1{knty
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Mr. Robart 8. McNamara -2 - October 15, 1969

for the govarnnonts. If they wished to nominatae their Fxeeutive Director
to attend meetings 4n Washington and an officinl from the capital to attend
meatings 4n Furope, I did not think wa should objeet though there were
naturally advantages in having one parson prasent at all the nmeetings. As
to the place of tha maetinp, I thought that at leant one of the meetings
would be held in Washinston thouph othars mipht take place in Europe. On
tha date of the meetinps I asaid that I underatood that you felt that there
should be bilateral consultations with some of the Covarnors before the
first meeting was held.

6. Mr. King told me that the Cahinet are connidering tomorrow a White
Paper on public expenditure which will contéin figures for all tha principal
categories of expenditure in the financial years 71/72, 72/73 and 73/74. The
size of the British Aid Programme will therefore have been datermined 4n
advance and this will obviously nffect to some extent what they can do for
IDA within that programma,

s on (b) above, Mr. Cope explafined that the Bank's policy was to resort
to program lending where it was clearly shown that the necessary assistance
could not be given through project lending, either because the necaessary
projects ware not available or because there was & nead for quicker dishursing
assistance. While the Bank's policy in repard to program lending to India
had been affected by the recent discussions in the Doard, 1t was not trua that
we had abandoned program lending to India altogether. We hoped, however, to

. achi{eve the same results through suitable selectiona of projects particularly

if a reasonable proportion of local currency expendifure could be financed.
/

"8. Mr. King asked to what extent thé'Bank would be prepared to undertake

the appraisal of projects on behalf of othey lenders, e.g. by accepting joint
finance or by selling participation to them in Bank loans. Mr. Cope sald that
the Bank was already doing this to a laregs extent but that there was a linmit
imposed by staffing resources on the extent to which they could appraiae
projecta for which they were not the principal lender,

9. On (c) above, Mr, Cope said that this,‘tmgatbmr with other recommendations
of the Pearson Commission, was at present beinpg studied by the Bank and we had
not yet arrived at a firm view on it.

~ c.c. Mr. Cope

T N LS e ST e £ . T St B AT AP N S iy A AL o b T
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October 13, 1969

(Dear Emile,)

This is to confirm that I am looking forward
to seeing you at dimner in Paris on the evening of
Friday, October 3lst. I am asking one representative
from each of the countries represented on Working
Party I1I and also Emminger and yourself as chairman
and ex~chairman, respectively.

Dinner will be at 8:00 p.m. unchanged at the
Hestaurant Lucas Carton. I hope that we can have an
informal discussion of some of the finaancial problems
which will form the background to the Third Repleaish-
ment of I.D.A. It is, of course, primarily a social
occasion.

(yours ever,

Denis)

D. H. F. Rickett
Vice President

Mr. E. van Lennep

Secratary Genaral

Organization for Economic
Cooperation and Devalopment

2 Andra Pascal

Paris l6e, France

( ) Handwritten by Sir Denis
DHFRickett:emcc
IDA



Mr. Robert 8. McNamara October 9, 1969
Denis Rickett Sir [enis Rickett

1.D.A. Third Replenishment Negotiations

I am submitting to you draft letters for you to send to the
Ministers of the Part I governments asking them each to appoint a
Deputy to represent them in the negotiations.

2. The latters are based on the draft whieh I showed vou on
Tuesday evening, the concluding paragraphs of vhich have been
amended in the way vou indicated.

3. Thare are slight differances of drafting according to whether
you did or did not see the Minister concernad in the course of the
Annual Meeting. In addition, you will see that in two cases (Ttaly
and Denmmark) the letter is addressed to the Covernor for I.D.A. of
that country. This has been done on the advice of Mr. Rota and

Mr. Karlsson. In the case of the United Fingdom, I have addressed
the letter to the Chancellor with copies to the Minister of Overseas
Development and to Sir Leslie 0'Brien as the U.K. Covernor for I.D.A,
I do not think that either 8ir Leaslie or Mrs. Hart would expect you
te address the letter to them,

e.¢. Mr. Knapp
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Seeret 1 : d B
Ootobe at 9:30 ad o tar,
Secratary Generel, and Mr: Giretti, Assista Sacretary General (wica
respensibility for~development).
, after offering his warm congratulations to Xr. van
ntment, outlined for him the timetable which we ka
¥ s

= 1
tions bn tne Third Replenishment. If fras? ot R 11 = YOl
- ;

a year s“ould ba allowed for action by Parliamencs,

1S 8 nould be -concludaed zt the governmental level by the e
next sumzer. This would obviously be a difficult time;anle to keen
2

Loy,
given: the delay which might well occur in the formulation of an aid policy’
by the new United States ‘Administrasion. The Commission under the chair-
manship of Mr, Rudolph Peterson had only recently been appointed &nc was
noc l1ikely: to report berore February or March next year. Neverthelass, we
shculd do our best to persuade the United States Government to reaach

, - s

i ace a
deciasion without delay,on its policy towards the Third Replenishment of IDA.

e were makino

Mr. McNamara then desc_‘bbd the study which we making
¢hange dn the cepital strictire of the Back. The IMF had asked i
Directors to report by December 3lst on tha need for a geﬂeral iz
. ..0uotas as well as for special. increases for individuzl countries.
-policy in the past had been to make adjuscments in the Bank subscriptiocus of
., incividual cotntries whose relative quotas in the Fund were chengec. Ve were
n blized to take action in parallal with a general increase bul we |
et, cdone §6 in 1959. . At that time Fund quotas had been imercased 3
la the Bank's subscribed.c apital had been increesed by 100%. The L
azd, however, taken place entirely in the unpaid capital. TIf theve wer.
;? iucresse now, it was Hls view that the case rested
sital t ratio of o
s A LT - 2

sion of, its operations. He did not koow what the res... s oC
be but his guess was t hould ﬂneﬂ an Te 5

itel of the sazme order o 'z

it should be availsble fax call over, say,

enk would hope to reach a decision on this quasti
at in the for nezotiacions the

rhe OECD and of the DAC. He would certainly

1)
(ii

tHe-DAC and its
discussions

afdvartage 42 the “ink aowee

2 ‘was examining & Teltid o
st they needed to tae bre.;nz up
‘ Finance Mindsters ani Aid Mioisters



: an described the steps which the Bank was taking tc
siva careful study to the recommandations of tha Pearson Commission inscfar
L=} ‘

ffacted the work of the Baunk Group.

. Mr. wvan Lenne ep said that the Pearson Report would be discussed by
the DAC a2t its high level meeting waich would take mlace cn 27th and 28th
November next. It would be very usaful if Mr. MéNamara could attend that
m&ating. ;

- Mr, chana*a asked ‘what wou

uld be the relation between the DAC high
'l;le meeting in Novem Yar ‘and. the meeting of the OECD Ministerial Council
':‘in'nnrl_ 1970. . He would not himself find it easy to attend the DAC higna
" level meeting in Noveuber Lut he.would certainly consider whether he could
do 0 If the n.eet*w:- seem 2d likely to achieve important results.

v

. _Finally ¥Mr. ven Lennen mentioned the references in Mr. McNamare's
dneech to'the problems of urbanizacion and industrialization. The OECD
Devilopment Centre, under the 1rection of Dr. Yudelman, had done 2 good
‘desl of work on these subjecﬁs which might be of interest to Mr. McNamara.

-

Mr. McNamara said that he would be slad to study the results achieved

o

‘D. H. F. Rickett _ _
Vice President E
.. October '8, 1969

oF



Mr, Francis R. Poore October 7, 1969
M. M. Lennon

IDA - Payments of Second Replenishment
Contributions in Cagh

The following Part I countries have paid thelr firsi instalment to the
Second Replenighment in thelir own currency -

US dollar equivalent Called and Presently

(in millions) disbursed remaining
Finland $ 1.36 $ - $ 1.36
Germany 39.00 14.00 25.00
Norway Lok 1.50 2.90
Sweden 9085 3-% 6'38
South Africa 1.00 o 1.00

In addition, Luxembourg paid their first instalment of $200,000 in
US dollars. When Part I members paid the 908 portions of their initial
subscriptions and their contributions to the First Replenishment in currency
other than their own, the rule was that this could be disbursed first, but
the regulations under which the Second Replenishment contributions may be
disbursed provide that such payments may be used first only if such
contributing member so requests. Therefore, the payment by Luxembourg has
been invested in US Treasury bills and will be considered used pro rata with
eontributions of other accelerating countries as needed for disbursement on
S8econd Replenishment Oredits.

In the "Report of the Executive Directors to the Board of Governors on
Additions to IDA Resources; Second Replenishment” dated March 8, 1968, Section
16 is as follows:

"The Executive Directors wish to call to the attention of contributing
members that it would be helpful to the Association if these:members

were to pay thelr contributions in currency (elther in their own currency
or that of another member) without substituting notes therefor. This
would help the Assocliation in the administration of its finances and would
enable it to derive some income from the investment of such funds prier to
thelr being used for disbursement on Second Replenishment Credits. Several
members have expressed thelr intention to make payment of thelr contribétions
in such mamner. It is also provided that any portion of a contribution of
a contributing member paid in currency for which notes or similar
pbligations shall not have been substituted will be used by the Association
forthwith if such contributing member so requests.”

The remaining balance of Germany's contribution ($25 million equivalent)
is invested in German Treasury bills. The currency received from the other four
countries listed above is depositedin our accounts with their Central Banks
subject to pro rata drawings, No attempt has been made to-date to invest such
moneys.
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When Sweden in August, 1963 paid the first instalment of their special
additional contribution to the Association we cabled and asked them to invest
this money in Swedigh Treasury bills. They cabled back that a special ex-
ception had been made to allow IBRD to invest in these pecurities but that
they were not prepared to extend this privilege to the Association. In the
same cable the Riksbank stated that they were willing to let the Association
keep these funds in 1, 2 or 3-month fixed deposit accounts carrying interest
at a rate based on yield on United States Treasury bills. This offer was not
accepted; instead, we asked them to convert the Kromor to US dollars and deposit
it in our account in the Federal Heserve Bauk of New York and this money wes
invested in US Treasury bills. This was possible becanse under the terms of
the Special contribution the Kronor was convertible. The same procedure was
followed when they paid the second instalment in July 1969.

In the cage of the currency which Sweden has paid for the first instal-
ment of their contribution to the Second Replenishment we might consider
rmuﬁngathu to deposit it in a Time account under the terms proposed in
August 1968 cited above. As to the other currency held, i.e., Finland, Norway
and South Africa, we might explore with the several Govermments the poseibllity
of investing these moneys in some form of short-tem or liquid securities or
time accounts. The IBED has no investments in South Africa or in Norway but
they do have investments in Finland which are comparatively long-term but which
I understand may be redeemed at par on 3 month's notice. Finland, Germany and
South Africa have always made their payments to IDA in currency, so we can
presume that their second instalments of the Second Replenishment, which are
due on November 8, 1969, will also be received in curreney.

cc: Messrs. Gabriel, Rutland, V.Chang, Gray, Duarte
Migses O'Brien, Johnston

MLennon/ar

FILE: IDA - Investments
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FROM: The Secretary October 1, 1969

ADDITIONS TO RESOURCES: SECOND REPLENISHMENT

1s The resolutions attached as Annexes A and B to report IDA/R68-11/1
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-L46).

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:

Fxecutive Directors and Alternates
President

President's Council

Executive Vice President, IFC
Vice President, IFC

Department Heads, Bank and IFC
Secretary, IMF



INTERNATIONAL DEVELOPMENT ASSOCIATION

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

Affirmative Votes Cast By:

Afghanistan
Argentina
Australia
Austria
Belgium
Bolivia
Botswana
Brazil
Burma
Burundi
Cameroon
Canada

Central African Rep.

Ceylon

Chad

Chile

China
Colomhia
Congo (Brazzaville)
Cyprus
Dahomey
Denmark
Dominican Rep.
Ecuador

E1l Salwvador
Ethiopia
Finland
France

Gambia
Germany

Ghana

Greece
Guatemals
Guyana
Haiti
Honduras
Iceland
India
Indonesia
Iran

Iraq
Ireland
Israel
Italy
Ivory Coast
Japan
Kenya
Korea
Kuwait
Laos
Lebanon
Lesotho
Libya
Luxembourg
Malagasy Rep.
Malawl
Malaysia
Mali
Mauritania
Mauritius
Mexico
Moroeco

Votes Not Received From:

Algeria

Congo, Dem. Rep.
Costa Rica
Gabon

¥Cuinea

Jordan
Liberia
Nigeria

* Recent members

Secretary's Department,

October 1, 1969

RECORD OF VOTE

Nepal
Netherlands
Nicaragua
Niger

Norway
Pakistan
Paraguay

Peru
Philippines
Rwanda

Saudi Arabia
Senegal
Sierra Leone
Somalia
South Africa
Spain

Sudan

Sweden

Syrian Arab Rep.
Tanzania
Thailand

Togo

Tunisia
Turkey
United Arab Rep.
United Kingdom
United States
Upper Volta
Viet Nam
Yugoslavia
Zambia

Panama

¥Swgziland

Uganda

Totals

CONFIDENTIAL
o IED
AUG 17 2023

WBG ARCHIVES
Members Votes
93 246,226
1% 8,540
104 254,766
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IDA- Statements of Contributions

We are attaching herewith ten copies each of the individual
statements of Contributions of the following Part I Country Members

of IDA:

Belgiun Italy
France Netherlands
Germany Sweden

United Kingdom

You nave previously received statements for Canada, Japan
and United States.

Messrs. Poore/Gabriel, Rutland, Subramsnian
Miss Lennon

FILE: 1IDA - Miscellaneous Reports

cecs

JDuarte/es



Sir Denis Hickatt September 29, 1969
L. Nurieck

IDA ~ adjustment of voting power

I understand from r. Broches that the Japanese authorities
now geam to have indicated an interest in an adfustment of voting
powar which might affect the votes of Part 1T members. In this
conanection, I think you will be interested in the statement made
by Mr. Suzuki at the meeting of the Board to consider the IDA re-
plenishment (on March 8, 1968) 1iun which he quotes from a cable which
he received from his Minister:

"Thank you Mr. Chairman, I mentioned the adjustment of
veting power msong Part I countries is rather s condigion
of Jepanese contributions, when the minister responded to
your request earlier for this Second Replenishment., In the
discussions were some misglvings. I am not sure what Mr,
Stone's proposal implies, but as far as Japan Is concerned,
I want to make it clear that we are not proposing an adjust-
wment between Part I and Part II countries. In this connec-
tion I would like to quote my aminister’s cable when he replied
about his contributions, and I guotae:

'I would be willing to accept 5.54% on the condition
that the final document clarifies that the study be uade to
find a way to eliminate the discrepancy between the voting
power and the share of the actual contributions; that is,
initial subseriptions plus the first and second ecentribu-
tions of all Part I mesber countries, and that the matter
be settled before any additional replenishment of IDA re-
sources 1s considered,’ so it is quite clear that Japan is
not asking for this ratio between Part Y and Part IT countries.”

Liurichivw

2es Mr. Broches



Mr. Robert 5. McNamara September 23, 1969
J. Burke Enapp

Washington Meeting on IDA Replenishment

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

Second Replenishment Third Replenishment
United States Hirschtrite#® Gov't., official
United Kingdom Maude ED Gov't. official
France Plescoff ED ED
Germany Hanemanni. 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
Belgéum van Campenhout ED ED
Smaller Countries:

Australia ~

South Africa Stone EB ED
Austria Haushofer Alt. ED Alt. ED
Denmark Secher Gov't. offikial
Finland Kalliala Gov't. official
Luxembourg Steinmetz 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 Washingtonm or
London. For example at the London Meeting of Deputies on IDA Replenishment
on December 18 - 19, 1967, the British delegation was headed by Geoffrey
Wilson rather than by Maude, and the Japanese delegation by Tanaka rather
than by Suzuki.

¢c: Sir Denis Rickett

JB :dk
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FROM: The Secretary September 23, 1969

IDA THIRD REPLENISEMENT

Attached for the information of the Executive
Directors is s memcrandum 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

1z 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 T propose for nego-
tiations leading to a Third Replenishment.

2y 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,

Fu 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 $245
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 1968.

L, Thus by July 1lst 1969, 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 resocurces available from transfers of Bank profits and
otherwise.

T As Executive Directors will recall, the Resolution on the Second
Replenishment contemplated that the additional resources to be made available
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under it to IDA should be used for new commitments in the period ending
June 30th 1970. The report of the Executive Directors on this Resolution
stated that the Associstion would aim to commit the resources available at
a reasonably even pace over the fiscal years 1968, 1969 and 1970. Last
year I still had hopes that this objective could be broadly met and, in
memoranda which I presented to the Board in July and September 1968, T
recommended an IDA lending program which was intended 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 19T70. I
therefore propose to extend by one year the period during which these resources
would be committed.

T 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 not
later than July lst 1971. I therefore ask that it be accepted as an objective
that new arrangements for a Third Replenishment should be negotiated and
legislative approval cbtained 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 countries
to nominate Deputies to be available to meet from time to time under IDA
chairmanship.

9. To sum up, the timetable which I propose would be as follows:

(a) during the course of the Annual Meeting I shall hope to
obtain preliminary views from as many Governors as possible,
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 by June 30th
1970, upon the arrangements which they would propose to the
Association for the Third Replenishment. These arrangements
should be considered and approved by the Executive Directors
not later than July 31st 1970,



(¢) thereafter, the Part I governments should submit the
arrangements to their legislatures for approval with the

object of bringing them into effect not later than July lst
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.

’fofW« S
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Subject:

MEMORANDTUM

Mr. Robert S§. MclNamara September 18, 1962
A. Broches

IDA Replenishment - Question of Adjustment of Voting Power

At the meeting in your office on Wednesday, September 10, 156% we
briefly discussed the question of the adjustment of the voting power of
Part I countries. In accordance with your request llr. 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 1s an important and sensitive
matter, I believe it may be useful to recall the record.

At the meeting of the Executive Directors on lMarch 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 IT 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 Yas
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, nrecluding 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. 1T don't particularly want to suggest
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any words which would suggest the other course. 1 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 lMr. 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
Ythese 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, Mr. Woods and Mr. Knapp had the following
exchange:

Mr. Woods: 'What have you to say on this subject of Part I and Part II
voting rights? TFirst, let's get the situation, the facts straight. 1Is

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 IIL
countries entirely aside.”

Mr. Knapp: ''1'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. ¥napp: '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 IMr. Stone's sugges-—
tion enlarges in a manner that's gquite troublesome the original intention

of the Part I countries."”

Mr. ¥napp: ''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. RBajan 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 lMr. Woods was pro-
posing to put this to a vote was to take account of his (Stone's) objection
“that 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 paragranh the following words:
“without 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. l{achado'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 lMessrs. 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 word "dasirability"
the words "'and practicability of adjusting (with of 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.
lejia-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 Fxecutive 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. Burick
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THIRD IDA REPLENISHMENT

Alternative payments schemes for a replenishment of
$3.0 billion ‘commitment authority spread evenly over
; a three-year period

(figures in US$ millions)

‘Alternative 1, Payment in cash or notes in three years, to be made during the
e 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 mllllon
each year is therefore used in the calculation.

(1) 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 pi}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

(i1) = 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).l/

0O 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 IDA"
A,  Full replenishment through "automatic" arrangements made once !
for all. Funds to be obtained from: :

(1) Link to SDR distribution?

(i) 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:

(1)

(i1)

continuing with contributions?

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?

C(idii)

(iv) ]

replacing contributions with outright grants?

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?



(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
or, calls as needed?

(ii) Burden sharing: mneed 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? o

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?-

ol Progrém 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?

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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Wy, Bobert §. rademave Saptember 3, 1969
Deads Rtekeet Gip Denis Rickett
IDA Third Yeplenishment fGtudies

AL s v kel s AN

The draft vorking pepers on the Thisd Replenishment of IDA have
been reviead alsee you saw them at the bagimning of August and, together
with cevtaln sdditiounsl vapaers for whiek you ashed, have besw included
in 8 briefing book whiek is being eireculated voday vo you and te the
recipiants of this memovandum.

& Thess papers takan together vepresent 2 forsidable sveunt of
roading and I thevefors attsch ae a guide to them:

(a) a2 summary bdringisg out the main {ssues cemtained in the
papers (this 1 & vovised and up-te-dats wersiom of the
progvess vapert which I submitted te you on August 7).

() a genavel briafing paper prepaved by dr, Ssccheted.
There 1z sowne overlap hetween these Rwe papeys hut T
think that they can be cowvanisntly road togathay.

3. Ta sdditdon, Mr. Clark and Me. Feryy Sellon are workisg in comsul-
tation with My, ¥eGibbon on a shovter snd meve populay wersiem of Working
Papar ¥o. 1 dealing with the case for concessiomary afd.

&, At your mesting on Vednesday you will, une deubt, wvant to have a
gonersl disecussion (whieh wmight be convenlently based on tha swmary
reforved to is parspraph 2 abova) and o cenuider, in pevticular, thae
following points;

{1} Whet lime should you take 1o vour disewssios on Wednesday
avening with Mr. Reuss aud the menbers of his subeommittes.
a.g. on such questiens su the link betweon reserve ereatien
and development fisamesa: the awount of the Third Keplanish-
wvant: and any fanovitions im the techniques of weing IDA fuadas,
e.p. for subsidies te mest part of the luterest charzes on
Hank loans?

{41) What fa our geméral visw about the possibiliey of an increase
in the Bank's capitsl whether ealled or uncalled or both?
hud what furthay work, 4if sny. needs te be dewe to enable
us to veseh a deslsical

{111) What is our wisv on the guestion of intevest aubaidies? If
we think this suggestion worth pursueing. st what stage iz the
pepotistions for the Thivd Raplenishment should 1¢ he valsed?



My, Rebart 3. dolssars o Raptonber &, 1949

(1v}

(v}

If ie appears smoagsl the recomsondstisns of the Pesrson
Covwignies, eam i¢ bewt be dlscossed with govevnments in
the Lisht of what the Cowntesion saye sbouy vt

Do we nesd on this seeseien to prevent te the lorwel “aering

& Araft resoluticn by the Boayd of TJowersows pivieg fnstructious
for work ¢o be begun on the Third Beplealsbuest? (The genewal
sange of our diseussion ak your sestiag this sotuing secced te
b ﬂm; this war wanecessery and poselbly wndesivebls et this
stage .

by wou wish te elvenlste anvthing in writing to the dovarneys
of the Fart ¥ countrise before the Annwal “eeting er will you
diseuss 1t with thew Firet in geneval terms? {1 have avellsble
2 dyaft atd-memeive in csse this fe sesded but I aw jeelined teo
doubt vhether it should be elveslaved ar this etage.)

What inetruetions would yeu wish to give adbout fuvure work?
fae obvicus Cauk fe that we whould now complete the staff atudy
aahed for by the Zsseutive Virestews iu paragvaph I3 of thely
vepert of Maweh £, 1968 (on the foem aod ssthed of futuve wa-
plendishnents sad on the pessibilivy of adiuweting vetiss powar).
Thare way, however, be other aspecte of develepment Fioenee
which you weuld lika to have axploved.

Atenatosonts (ae stated)
Mamers . Taapp

u‘l‘l

Aldawarald
Bynghan
T
Priadmanm
lark



—_—

Mr. Patrick de Fontenay Septeamber 5, 1969
Denis Rickett ' Pt

SDR Creation and the Finaneing of Add

1 should be grateful for any comments you would have on the
attached draft of an article by Mr. Fried of the Brookings Inntitution
which ie to appear in the next issue of Foreign Affairs.

2. I should particularly like to have your views on two pointa?r

(a) 1Is there any justification for saying that “The rules '
provide in effect that 70% of any country's total SDR receipts represents
a non-repayable claim on the resources of other countries’? (See page 5)
And is there any justification for using this figure of 707 in calculating
the proportion of their SDR allocations which developed countries mipht
be asked to make available to IDA? (See page 15)

! |

My understanding is that all SDRs are repayable by a country
which leaves the scheme or by all countyries if the scheme is liquidated.
If neither of these twe things happen, the requirement is, I think, that
over a five-year period countries should maintain on the average a holding
of SDRs amounting to 30% of their allocation. The French attached great
importance to this provision because of their concept that SDRs were a
form of eredit. Other countries considered that this provision amounted
to a requirement affecting the composition of reserves. In other words,
since they intended to treat SDRs as part of their published reserves, frhte
requirement to "reconstitute" their holding of SDRs at any time meant m&raly
that they would hold in comsequence more SDRs and less of other assets tham
would otherwise have been the case. ;

(b) The second passage, which I have already referred to (at ght top
of page 15), suggests that the U.S. legislation regarding SDRs should be
amended so as to ensble the Administratien to raise counterpart funds from
the sale of SDRs to the Faderal Reserve Banks not merely in the case of SDRs
tenderad by other countries in exchange for dollars, but in the case of SDRs
alloecated to the United States by the IMF for which ne dollar payment is
required. If such legislation were enacted by Congress, would this mean
that such counterpart funds could be used by the Administration for sub-
sceriptions to IDA without any further appropriation authority? What is the
nosition in other countries as well?

3. Thease two questions may be answered by iwplication in the p;bar which

you have already written on $DRe but I should be glad to have any further
comments specifically on these two points.

c.e. Mr, Sacchetti

T _b b - _"3 .{,/y«,!.;_,‘



S5ir Denis Rickett September 4, 1969
s
Ugo Sacchetti

YWork on_the Third ibA Replenishment

1. Ihis is to give you a brief report on the status of the work on
the Third Replenishment.

& All the Working Papers have been amended and retyped, and new

ones prepared. They are all im the Black Book which you will receive

tomorrow morning from liss Hschenbach. The “popular version” of Mr. McGibbon's
paper was drafted by Hr. McCibbon and is now with Mr. Sellon. (McGibbon

was 111 for 4-3 days).

an I have prepared a short memorandum on a proposed Hloard of Covernors
resolution requesting the work on the Third Replenishment. You will find
this in your office tomorrow morning, with a draft of the rvesolution
attached. Likewise, you will find your draft of the memorandum from Mr.
Heilamara to the Governors to which I have added a few paragraphs as
requested.

4, In view of the l&te hour (for you) I only attach my draft of the
briefing paper in the expectation that it will be high in your agenda
concerning this work.

5. A summary of the Working Papers has been prepared, but I am not
¢lear whether or not it goes into the Black Book. 1 have a similar doubt
on the paper on the interest-elasticity of IBRD boud issues, which is alien
to the repleanishment. I have given this paper second priority, but it
should be ready in a few days. Mr. Pincus Las produced a draft which

you will find in your office. It has a cover note of mine which is in
part superseded but in part still of laterest te you .

Attachment

US:fm



August 15, 1969

Mr. Lester Nurick

¢/o Kelsey

Adams Tanding

Grand Isle, Vermont 05458

Dear lester:

I am enclosing the following: (a) a memorandum from Sir Denis to
Mr. McNamara in regard to the third replenishment; (b) a redraft of your
memorandun on interest subsidies prepared by Ronnie; and (c) a memorandum
to you from me in regard to possible legal problems in commection with the
specific interest subsidy scheme favored by Sir Denis.

Ugo Sacchetti called me today about your other memoranda which he
wants to put in the black book on the third replenisiment being prepared
initially for Dir Denis and ultimately for Mr. 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 might 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 commection with paragraph 12 Ugo wonders how it is poesible
for Part I members who are making additional contributions and
not subseriptions to have their votes increased when you say in
paragraph 13 that the Part II countries camnot get additional
votes because they are not making additional subsecriptions.

(¢) 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 comnments, but you will be



Toby Clyde has sent you and Romnie a draft Board ;
in U,.S. agency obligations., A paper from Richardson on inecreases in the
Banik's capital will go out on Monday.

I hope you are having a good summer.

;
|

Sincerely,

/s/
Hugh N. Scott

}ms‘é&t/dg

ce: Mr. Broches (in France)
Sir Denis Rickett (o/r)
Mr. Sacchetti
Mr. Sella
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IDA Third Replenishment -'Prdgfess'Report

INTRODUCTORY

The. studies in which we are engaged are intended to do three thingé;

(a) to pro?ide an analyéis of the case for coacesgionary aid;

(b) to consider whether fhére are anﬁ 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
efféctivelyi

(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 contr;butions;

(ii) the period to be covered and whether annual contributions
should be at‘a'ie;el rate or on a rising scale;

(11i) the share to be contributed by each country;

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

safeguards should be included.

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 the Bank, which were subsequently commissioned. It may, however, be

useful

if I summarize in broad outline the results of the work already dome.
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11, THE 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 (é.g. 6-1/2%) and limited by
the various factotrs which together make up "techﬁical absorptive
capacity". Such calculations, in terms pf aggr;gates 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 pfepared on a country-by-country basis. Using eitheri
method, however, it:caﬁ bé shown that the needs of the developing
countries for édditional capital over the nekt 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 thesé targets Would require a very large and therefore unrealistic
gross flow of lending (to covér interest payments as well as amortization
in addition to new lending); or a smaller but still very large gross flow
(covering new lendiﬁg 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 serviée at the cost of making it ultimately much larger.

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

1/ I.E. Net of amortization.
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countries than isvat 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
concessionary 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 islleSS easy to show wha; proportion of tﬁe increased concessionary aid
required must come from multilateral organizations and, in particular, what pro-
'pbrtion of it must come. from IﬁA. It can, however, be said that if present trends
in the terms of bilateral 1endiﬁg continue, the situation-will deteriorate unless
the proportion of‘multilateral aid in the total is increased. And it is possible
_to«argde that the proportion of IDA lending in the multilateral total should be
- increased to offset the effects on the indebtedness of the ‘developing coﬁntries
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 méfch the total of hard lending from all sources. The
case for an expansion of IDA muétlbe based on other and more gemeral 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
b& pointing to the slow progress which the Part II countries would have madg by 1980
in raising their income per head above the level of $250 even 1f they could achieve
a growth rate of, say, 6-1/2% per annuﬁ. 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, moreovér, there is an acute
problem of unemployment.

6. .fou have already seen the'first draft of tﬁe paper prepared on this subject
by Mr. McGibbon; As a result .of discussions in thefworking 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 h;ve 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
upén 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

; 87 Under the firSt'of these two heads we have examined the following possibilities:
(a) the possibility of a link between SDR creation and IDA replenishmeﬁt;
. {b) the use of interest and amortization payments on official bilateral .
; .
loans to developing countries;
(¢) . the earmarking of the proceeds of taxes;
gy Kd) other autoﬁatic formulae on which a long-term agreement for the
A § . L
_ periodic replenishment of IDA could be based, e.g. a link with GNP
f Part I countries;
(e) larger transfers of met IBRD income to IDA.

Papers on these subjects have been written by Mr. de Fontenay, Mr. Hulley and
Mr.‘Sacche:ti. 0f 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 creation and the finance of défelopment. But"fhis idea has never found.much'
support frcm dcnor'gcvernments. The possibility of a direct allocation of SDRs to Iﬁgﬂ
was ruled out at the instance of the French Governmen in‘the,drafting of the scheme“

and it would now require an amendment which would need approval by Parliaments to make
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"4t possible. Nevertheless, this idea should not be altogether abandoned. There is
always a chance that in a few years time official opinion on tﬁis subject might change.
But it clearly will play no role at this stage in the Third Replenishment.

9. A more limited propcsal has been put forward by Signor Colombo under which,
once e decision on the ereetion and distribution of .SDRs had been takenm, governments'
mlght agree to allocate to IDA (or tOIL5VEat in World Bank bonds) a sum equal to'a
stated proportlon of the additionel reserves they would have acquired. This seems
to us Lo have only limited advantages and some a;sadvgntaoes.‘ This proposal also
has not received much support from the Deputies of the Group of Ten, but it may be

‘considered further mnext year after the first distribution of SDRs has taken place.
10. Under the heading of "Larger Transiers of Net IBRD Income to IDA", we have

conSLdered the effect on Bank earnings of an increase in the called capital of the-

.Bank. The possxblllty of an increase in the subscr;bed 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 1o necessary link between

o~

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, 502 would be sufficient for this
purpose and would be the same in absolute amount ($il.5 billion) as the increase made
in 1959. 1II, in addiﬁion, a proportion of the increase, say, 20%, were to be called up,
this would strengthen the Bank's earning capacity and hence make it ea51er/for the Bank
2
~

to make trensfers to IDA. If this proportion (equivalent to $1.8 billien . ) seems too

] Thess figures are caleul sted on the assumption that those countries which have

|t

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

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

of the oririnal subscrintions).
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ambitiéus, we might go for 10% (equivalent to $0.9 billion ) and thus mzintain
the present ratlo of called to uncalled capital. Clearly it would be much harder
to convince governments of the néea for an increase in tﬁe called-up capital than
of a need for an increase in thg uncalled capital. But the legal and political
implications of such a stgp 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 éxamined also a question of a less fundamental kind which was raised
iﬁ the negotiations for the Secqu Replenishment, nameiy, whether there should be any
change in the form in which contr;butibns are made. This includes questions which have
implications for voting rights, such és whether the Third Replenishment should take the
form of additional subscriptiogs and not contributioﬁs; and financial questions, such
és.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,
-partidﬁlarly the Germans, were in favour of loans as opposed to contributioms 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.J;S'below.)

12, These questions, 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.

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

provide additionzal resources for IDA or whether they would compete with the amount

2/ These fijures are calculated on the assumption that those countries which have
released their 9% subscriptions ia full will release the full amount of the called-up
cepital and that the remaining members will release only 1% (corresponding to 2%

of the original subscriptions).
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“likely to be available in the Third and subsequgnt replenishments. There is an
obvious déng r, for example, that an increase in the Ba;k's called-up capital and
allocations to IDA of SDRs (whether d;;ect or indirect) might have this effect.

14. The sécond main question which we have counsidered in this part of the study
is whether there are any mew techaniques 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 Commission under which cash graﬁts or credigs (as opposed to development
credits) would be used on a selective basis to soften the interest terms of Bank
lending. There 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, medium and soft blend, and pure IDA. The

difference in the suggestion we are examining is that IDA would give grants or credits
12328 pos g 24

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

®

in effect, to buy an annuity from the Barnk 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 techaique, it would fimance directly from
IDA funds less development in the first year of the transaction and it is for this

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

be a net acdvantage 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 the next ten years.

6. It will be seen that one danger zbout this proposal is that it might be
L] "
regarded as equivalent to pure balance of payments support and might lead to sterile

discussion in the Zoard such as that which took place sbout programme Versus projeet
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lending. It is possible, however, that the discussion of this subject in the
Pearson Report may lead to a different attitude on the part of certain governments

(or certain Executive Diredtors).

he terms of Bank loans in a

rt

17 Cash grants or credits could be used to soften

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

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 doubt, want to discuss in the President's Council what would be involved

in.a proposal to the IDA Executive Directors that IDA 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 subsidized terms to Latin American countries.

1V, NEGOTIATIONS FOR THE THIRD REPLENISHMENT
19 Under this heading Mr. Sacchetti has prepared a series of papers dealing

b

with the mein questions which will have to be settled. These concern:
(i) the amogpt of the réplehishment;
(ii). the length of the period to be covered;
(iii) the respective contrlbuLlons of the member countries;
(iv) whether the replenishment should be made in equal ‘annual instal-
ments or on a rising scale; .
(v) whether the arrangements should, on this occasion, include any
belance of payments safeguards.
The paper relati ing to the sharing of the burden ((i1i) above) should be read in
wnetion with the pepér by M. Yu:l k discussing how it would be possidble to

th of the Pazr:z I countries to take account of

-

chenges in their relatdve, contributions, without if possible affecting the balan

of voting strength between the Part I and the Part I countries. He concludes that
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this could not be dome by any satis a"tO"y method without an amendment 6f the
Articles. 1t ﬁ:y, the;efore, be necessary to consider as an élternative a solution
which would allow the Part I countries to increase their voting strength vis—a-vis
the Part II countries.

20. The conclusions witich may be drawn from Mr. .Sacchetti's papers can be brieily

summarized zs follows: The amount of the Third Renlenishment cannot be settled now.

ot

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

1

overaments might be prepared to supdort a large increase to, say, $1 billiom annually
(there has been discussion of this iam U.S. and Canadian circles). Other govermments,
such as Frzuce and Germany, may pvess for a low Ilﬂure with 11tule 1ncrease over the

preseat level. Past experience shows that it would be a mistake to enter into pro-

1 3 O

longed discussion with the U.S. Governnment first and then seek to get the other

.

-governments to fall into line. . It would be better to sound all the principal donors
simultaneously, not naming any specific fi
; N |
inz countries for concessionary aid.

gure but stressing the needs of the develop-

2%, Whatever the amount oL the ba51c replenishment, a strong effort should be made .
subsequently (perhaps calling a meeting for the purpose) to get those countries who !

would have been willing to coatribute at 2 higher level than that finally agreed upon

to make special supplementary contributions. It might be possible to agree that
special coanditions should be attached to such supplementary contributioms, such as
their desiznation for use in particular areas. Tying should, however, be avoided.

22, Before we could accept supplementary contributions for use in designated areas,

we should have to be sure that we should get substantial additional amounts in this
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renlenisamants would not be seriously preiudiced.
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23. Twoe depatrtures from the arrangements made fox the Second Replenishment may

be thought desirable. The first is that the qualifying majority (in terms of number

of countries and total contributions) should be fixed at a2 lower level. The iimit
adopted for the Second Replenishment (12 countries with contributions totallirg
$$50‘mi;_;;;) had the quite unintended effect of giving the United States a veto

on the coming into force of the arrangement. We should try to aveid that this time
though it may mot be easy to :each agreement on it. If necessary, the arrangement
could come into force in.two stages, the first instalmeﬁt becomimg due when a
certain number of countries had deposited thei ".not;fications and the full amount

when a larger number nad done so. These possibilities are examined in a note by

24, The second possibility is that on this occasion the period over which in-

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

over whicn.fundé would be committed. This corresponds to the facts of the situation,
<singe disbursements lag behind commitments, and might be welcome on budgetary grouﬁds
to some governments. Tne changb, if it absorbed tne whole of the lag, would be once- .-
fo—all‘in the sense that a further lengthening of the payment period could not be
introduced in subsequent replénishments.

might
25 As regards the commitment per iod, there / be advantages on this occasion

in making it five years, provided that the amount of the basic contributions negotiated
wes satisfactory. If it were not, we would have to fall back om a shorter period
which should, in that case, be three years.

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

5

In the las: resort, however, we should ba prepzred to accept equal annual instalments.

- . e T R il o AR B g e AEHA = %

Zd's Tha preceat country shares in contributions to IDA are to some extent the
e B A Tl et Al apad daemd da #la eansa Fhet fhev have bheen modified b erie
00 UCT CL aLsCovlgal ecciielne i Liae Scehio taat CThey aave oeen modillea DY a seIlles

F ed hoe adjustments. Judged in terms of relztion to GNP, several of the countr
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contriburions are out of lime, 'e.g. the Jzpanese
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and' the U.S., contributicns are too

aether might lead to time-consuming

alchough two countries intreased thelr share slightly, this did not suffice to fil

the gep v u.‘bn was created by certain countries re

ducing their share. The gap was

only filled by the Swiss loan and by supplementary COﬁLflbutloﬂs from certain

countries on the strict understanding that these would create no precedent for the

98.. ©On the whole we believe that it would be best to try to keep as closely as .

possible to the existing shares and to find some
Y~ Saopeheosci . . mhe £ alterncctives i
Mz. Sacchettil suggests a number of altermatives 1

ributions

‘2d ‘hoe method of closing the gap.

n his paper. If, in the course of

are criticized, it might be possible

he time of, or even in advance of, the Fourth Replenishment.

29, | Finally there is the question of balance
well prove a difficult issue. There w;ll certdinl

number of councries
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Mr. Robert §. McNamara - 12 - August 7, 1969

about the emount of funds thah we might call up from time to time, and hence about
the amount of commitments which we could unéerta;e;

'31. The drafts of all the pape:s (of whieh you ﬁave received copies) are now
being revised to mzke them as clear and convincing as possible and comsistent with
one encther. They will tHen be submitted iz a "briefing book" of the usual kind
together with a full covering summary. I have also prepare ed a draft paper which you

i3

could circulate to the Governors of Part 1 countries DEIOru the Annual Meeting

32, A1l these papers should be in final form no later than the end of the firs

-

®

week in September in order to leave time for you to discuss them with us before the

s - N o
rAnnuzl Meeting.

Ll



Mr. Jo W, Saxe August 1, 1969
Denis Rickett

Use of IDA Funds

We are to discuss next week with Mr. Sacchetti and Prof. Mason
in what way the paper , which you have already contributed on this
subject, might need to be expanded es part of the briefing paper for the
Third Replenishment.

2. May I say that I feel that this part of the paper, together perhaps
with that on the increase of the Bank's capital and some of the papers in
Part IIT, will be the key sections and it is important that we make sure
that we set them out in the most convineing way possible. I have already
mentioned to you that in some quarters these ideas are regarded with a
certain hostility.

3. You should know, however, that Mr. McNamara, himself, is much
interested in this idea. He said that he hoped that our paper would
include an outline programme of lending for the Bank and IDA. In the
present fiscal year the two institutioms together are lending $1700
million at an average rate of 5.4%., What will the total be over the
next 5 years and what is the average rate of interest likely to be?

&. At present the Bank Group lending falls under five headings:

(a) pure Bank
{(b) hard blend
(¢) medium blend
(d) soft blend
(e) pure IDA

The amount at present devoted to "pure IDA" 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 somewhat higher to matech the marginal cost
of borrowing but only 1f this could be coupled with intermediate rates of
lending, e.g. 7-1/2%, 5%, 3%, 3/4%. What estimates could we give of the amount
of IDA and Bank money to be used respectively in subsidized loans of 5% and 327
Were these intermediate terms to be straight forward Bank loans at constant
rates of interest or whould the average terms be achieved by devises such

as interest waivers in the first 10 years?

5. It seems to me that if we are to meet this request we shall need a
version of your paper which is somewhat longer and in rather more general
terms. It would, I believe, be usaful if it could include whatever evidence
we have that such a technique will be politically acceptable to the member



Mr. Jo W. Saxe -2 - August 1, 1969

countries. You mentioned, for emample, that it is provided for in the
latest Yaounde comvention. It would also be useful to have some brief
reference to the techniquas of interest subsidization used by the Inter-
American Development Bank in administering the social progress trust fund,

6. I mentioned to you that Mr. Demuth (who was very critiecal of the
whole proposal) thought that at the very least we should give interest
tubuidiov in the form of progranme loans. VWhen I reminded him that there
lttung eriticism in the Board of programme lemding, he replied
thagf hat very reason cash grants or credits would be even wovre criticized.
Perhaps one answer to this is that loans on the intermediate terms referred
to above would go to a different range of countries. This will attract
support, a.g. from the Latin Americans, but way meet with opposition from
countriss such as the United Kingdom and Canada who are already unhappy
about the reduction in the share of IDA funds going to India and Pekistan.

7. Parhaps when wa meet on Monday we could also discuss the note you
have sent me about SW¥H,

¢c.ec. Mr, Sascchetti



Mr. Ugo Saechetti August 1, 1969
Denis Rickett Sir Denis Rickeit

IDA Third Replenishment

I have had the following instructions from the President:

(1) In the briefs which will be prepared as usual for the Annual
Meeting (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 ald and ite 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.

(11) He wishes the briefing paper which we are preparing to include
a summary of the projects financed from IDA funds under headings
such as Agriculture, Education, etec. In the case of Agriculture,
he would like figures of the total area benefitted by projects,
and for Education, the number of students whose training is being
financed. There 1s a table on these lines in the report of the
Inter-American Development Bank.



Mr. Robert 8. McNamara July 31, 1969
Denis Rieckett i LGS RICKOL

IDA Third Replenishment - The Need for Concessionary Aild

You mentioned at luncheon on Tuesday that you would like to see
the first draft of Section I of our staff study dealing with the need
for concessionary aid. I attach a copy of Mr. YeGibbon's draft., We
are still working on this and will produce a revision later. In the
meantime, however, I have sent a copy to Preof. Mason., He will be in
Washington at the begimnning of next week and it might be useful 1if we
wera to discuss it with him,

2. Mr. Sacchetti has pointed out to me that th judging the figures
for IDA lending given in paragraph 22 which appear to be much too low,
one has to bear in mind:-

(a) that the figures of 50.4 billion and $0.5 billion for 1973
and 1980, respectively, are on a disbursement basis and, there-
fore, represent commitment rates in Fiscal 70 and Fiscal 77,
respectively:;

(b) the fipures assume fulfiliment of the national income target.
If we take the GNP target instead, they would be 25% higher,
namely $500 million and $625 million;

{¢) the hasis for the calculation, namely the $300 milliom in 1968,
is not really representative since by the beginning of 1967 IDA
was running out of commitment authority.

3. fince the paper is somewhat long and closely argued, I have prepared
a summary of it which you may find useful. I attach it below.

Attachments (as stated)

¢.c. Mr. Sacchetti



SUMMARY OF PAPER ON CONCESSIONARY AID

A, INTRODUCTION

1. Between 1960 and 1968 output in the developing countries increased
by about 5 percent a year. The net capital inflow from all sources increased
from $7.8 billion in 1960 to $13 billiom in 1968, The total extermal public
debt of the developing countries increased from $21.6 billion at the end of
1961 to $47.5 billion in mid-1968. (Paragraphs 1 ~ &)

B. GROWTH IN THE DEVELOPING COUNTRIES

2. The rate at which the developing countries have expanded their
total output in recent years represents a considerable achievement. Can they
keep 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
not satisfy their needs, e.g. for higher 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 male 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 element
in 1it,

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 high level of unemployment will under-

line the need for a faster growth of total output. (Paragraphs 5 - 10)



c. EXTERNAL CAPITAL NEEDS

5. During the 1960's the developing countries devoted an average of
18 percent of the CHP to investment and financed 85 percent of this from
domestic saving. Some 20 percent of the additiomal income created over the
period was saved. The net inflow of foreign capital increased from
$7.8 billion to $13 billion betweem 1960 and 1968, but financed a decreasing
proportion of their investment.

6. In epite of the existence of various bottlemecks which limit the
absorptive capacity of the developing eountries (principally a shortage of
trained manpower and of domestic saving, and a rapidly rising debt service)
there are good grounds for thinking that they could absorb comsiderably more
capital senmually than has been provided to them,

7. To raise the growth of output in the developing countries to
around 6% percent per annum over the decade of the 1970'e would require an
increase in investment to around 25 percemnt of GNP by 1980, 1If the net
capital flow from donors was equivalent to 1 percent of the GNP of advanced
countries, developing countries would have to save as much as 30 percemt
out of the additional income which would have accrued over the period, If
they only save 25 percent the net need for external capital would be in-
creased by about $20 billion and the total flow from developed countries
would be equivalent to about 1.8 percent of their combined GNP ($40 billion

in all) (Paragraphs 11 - 14).



D. THE FLOW FROM DONOR COUNTRIES AND AGENCIES

8. The total net flow of financial resources to developing countries

in 1968 was $13 billion. Of this 88 percent or $11.5 billion came from DAC
countries (officiel and private) 9 percent or $1.2 billion from multilateral
agencies and $.35 billion from other countries., The flow from DAC countries
represented .96 percent of thelr combined national income, or about .77 per-
cent of their aggregate CNP. This was $.5 billion short of the 1 percent
national income target and $3.9 billion short of the 1 percent GNP target.
To achieve those targets in 1973 would require a net flow of $16.5 billion
on the natiomal income basis and $20.7 billion on the CGHP basis. Given the
cuts made in offieial aid programs in some of the major donors such as the
U.,K., U.8.A. and France, it is very doubtful whether these targets will be
met unless private capital fills the gap which would mean that the average
terms of lending would be harder.

9, Recent changes im the composition and terms of the capital flow
are as disquieting as the shortfall In the tetal flow. The share of official
a2id has fallen and that of private capital has increased. Within official
aid the proportien of grants has fallen and that of loans has risen, The
share of multilateral agencies has not increaged above the level of 9 percent.
There has thus been a significant shift away from capital on concessionary
terms 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 each year to 1980, then if there were no change in the average terms of

lending the corresponding gross flow to service new debt would rise to about
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$10 billion in 1880. If the national income target for net flows were to be
achieved the service on the corresponding debt in the developing countries
would double by 1980 and the gross flow required would reach $17 billiom.

10. Similarly, if the share of private lending in the total flow is
maintailned, fulfillment of the 1 percent national income target would require
by 1980 a gross flow of about three times' the net flow.

11. It can be scen that to achieve even the 1 percent national income
target over the 1970's eould, if there is no change in the present terms of
aid, impose a very considerable strain on the debt servicing capacity of
developing countries or would give rise to requitements for gross flows
which seem quite unrealistic. If net flows are to be increased there will
have to be a considerahle softeniny of cerms. Flows from multilateral
organizations must play a greatly increased part in providing concessionary
finance. In particular, a large increase is needed in the amount of con- -
cessionary aid to be provided by IDA. This would also be juscifiad not only
on grounds of the lack of creditworthiness in developing countties, but also
on grounds of their poverty: even if they achieve a growth rate of 6} percent
in the 1970's, 40 percent of the Part Il countries would gtill have an iuncome
per head of less than $250 by 1980. (Paragraphs 15 - 23)

E. CONCLUSLONS

12. The form and terms dn which capital is curreutly being provided
would, if continued, place an impossible debt servicing burden on the
recipients or would glve rise to very 1nplaasib£§i?i;1£al outflow require-
ments from donors. A greatly expanded volume of [inance on concessionary
terus will be needed to avert this situacion. By 1980 the need for IDA

eredits may be about four times the present net lending level.



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 be an aggravation of their already severe
unemployment problem. Failure to make capital available on suitable terms
will accentuate the problem of debt service which has already called for

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

August 1, 1969

DHFRickett:ism



Mr. Michael L. Hoffman July 31, 1969
Denis Rickett Sit Denjs Ricketd
IDA Third Replenishment

Thank you for your interesting memorandum onm this subject of
today's date., I can assure you that I am most anxious to get comments
on the paper we are preparing from all those conceraned with these matters
in the Bank,

2, The draft paper by Mr. MeGibbon which you saw was prepared on lines
which were broadly approved by My, McNamara after consultation with Prof.
Mason. » It is, however, very much of a firvst draft. It is being discussed
at the present time by the economists working for me and I also expect to
have a discussfon on it with Prof. Mason early next week.

3. It has already been pointed out in my group of economists that all
calculations based on aggregates are of a somewhat artificial kind, On

the other hand, the eriticism which you make of the whole idea of a capital-
output ratio, would surely also apply to any estimates of capital require-
ments which may be made on a country basis.

4., In any event, I will let you see subsequent drafts of the paper as
they come along.
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OFFICE MEMORANDUM g I Cap s Bip

TO: P & B Files DATE:  July 25, 1969

FROM:  John Blaxall

SUBJECT: ' AID Long Range Programming

1k 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
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INTERNATIONAL DEVELOPMENT ASSOCIATION

Subject: 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.



INTERNATIONAL DEVELOPMENT ASSOCIATION

DECLASSIFIED
AUG 17 2023 CONFIDENTTIAL
IDA/SecMb69-TT
FROM: The Secretary WBG ARCHIVES i o, T

Additions to IDA Resources; Effectiveness of Second Peplenishment

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 leplenishment 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 make the contribution authorized
thereunder for it. With the receipt of this formal notification, the
Second Replenishment became effective on July 23, 1969.

2. IDA has now received the following formal notificatioms.
F
) Country Amount
(in U.S. $ million)
Australia 24.0
Austria 8.16
Canada 2540
Denmark 13,2
Finland 4.08
France 97.2
Germany 117.9
Janan 66.58
Kuwait 5.4
Luxembourg «6
Netherlands 29.28
Morway 10.68
South Africa 3.9
Sweden 29.64
United Kingdom 155,92
United States 430.90
Total 1,319.24

DMstribution:

Fxecutive 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 thaz t?:
Association is authorized to accept pursuant to the Resolution, tSoon
expected that each of those members will.give the Associatign;igi

as it can, formal notification that it will make the contribu

: H
authorized thereunder for it in accordance with the terms of the
Resolution.



Mr. Perry K. Sellom July 23, 1969
penis ntekeet oI Denis Rickett

Second Replenishment of IDA -~ Draft Press Release

I have two comments on this., The first concerns the reference
in the first paragraph to "...the notification of U.8. accession'.
Mr. Hurick will, I think, be suggesting some alternative words since
technically the Second Replenishment is not an agreement to which
countries accede. Similarly the phrase "...have ratified the Agreement”
is not technically correct, though it gives the substance well emough.

2, I should also like to see some vefarence to the faet that the U.S.
notification was needed to bring the arrangement inte effect. I agree

that this should be dome without appearing to point the finger at the
United States. This might be done somewhat as follows: ",..announced
that the Second Replenishment of IDA resources came into effect on

July 23, 1969, as the raesult of a commumication from the U.S. Admindistration
informing IDA that the United States would be ready to make the contri-
bution of $480 million required from it under the arrangement."

3. My second comment concerns the second sentence of the third paragraph
which, I think, wmay read "There is an increasing need for this type of con-
cessional financing particularly among the peorar developing coumtries many
of which have mounting debt servicing problems but require further outside
capital for productive projects.”

c.c. Mr. Wm. Clark
My. Hurick



Mr. David M, Sassoon July 18, 1969

Valter C., P, Rutland

sending out to those countries puru.ospau.u the Second Replenishe
ment who have not made advance contributions. lmofthnoea'qhtriu
mnade supplementary contributions so it is not necessary to mention
Resolution No. 67, These letters will be sent out when the replenish~
nent becomes effective, probably next week., We are also attaching for
your information copies of the Amended Form of Request and Amended
Form of Note, which you approved in November of 1968. Referemce to
Resolution No. 67 will be deleted when sent to these countries.

Please let us have your comments.

Attachments

MLennon/ar

FILE: IDA - Second Replenishment

e y’f",,'-
=0



-

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

RESTRICTED
SSH/H/65-21
July 17, 1969

SENIOR STAFF MEETING DECLASSIFIED

Board Room, July 15, 1969, 2:00 p.m. AUG 17 2023

Present: lMessrs., McNamara (Chairman), Knapp, Aldewereld, BW@@SA,??‘IH&
Sir Denis Rickett, Messrs. Shoaib, Cope, Adler, Alter, Ballan EE%

Baum, Cargill, Clark, El Emary, Evans, Graves, Mendels, Nurick,
Poore, Ripman, Rist, Rotberg, Sadove, Armstrong, Benjenk, Check,
Fontein, Mathew, Stevenson, Christoffersen, Shivnan (Acting
Secretary)

Representing IFC: Mr. von Hoffmann

IDA REPLENISHMENT

L 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

2s 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
L-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

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

ADJQURIDENT
Be The meeting adjourned at 2:20 p.m.

M. P, Shivnan
Acting Secretary

Distribution:

Senior Staff, Bank and IFC

i 7.



Mr, Ugo Sacchettl July 15, 1969
Francis R. Poore

As requested by you we attach herewith a schedule of
received to Jume 30, 1969 and to be received subsequently
second replenishment. This schedule assumes that the second replenish-
ment becomes effective soon, that all Part I Countries deposit
mmmmumtmﬁntu-mmummuw
before November 8, 1969. For purposes of ty, we have included
the Norwegian Special Supplementery comtribution of $1,320,000. This
therefore makes the total to be received $1,189,320,000.

You will note that as at June 30, 1969 we had actually received
payments totalling $183,0L0,000 whereas the committing amthority to
that date through advance contributions was $2LL,520,000.

Iaxenbourg paid $200,000 in June 1969, but since they had not
deposited notification, this amount was held in a suspense 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.

ce: Meesrs. Poore, Rutland, V.Chang,
De WI m, M“.
Miss Lennon

KL ennon/ar
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Sir Denis Rickett 10 July 1969
WBG ARCHIVES

Jo W. Saxe
Third IDA Replenisiment

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

"Some members 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 replenisiment.”

"Some #embers" 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 detemined. They believe that the total
amount could be increased if supplementary finance were to be used as an
argument for a large amount.

JWS:mu-v 4 W—c’
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Mr. Arthur Tiemann - July 7, 1969
i '

Ugo Sacchetti .

Deflator to Compare Contributions to IDA

This follows Mr. Kamarck's note to the files of Jume 26, 1969
and our subsequent telephone conversation of July 3 on the subject. As
I mentioned to you we would need an appropriate imdex to express in
real terms, for purpose of comparisons, the contributions of Part I
countries to IDA. Since some of these comparisons apply to the future,
some extrapolations, with all their shortcomings, are inevitable. The
main purpose of the exercise 1s 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 Replenishment
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 more
appropriate measurement 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 IDA 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 Replenishments, 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
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OFFICE MEMORANDUM

Mr. Ugo Sacchetti N ) DATE: July 1, 1969
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INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
CORPORATION

Denis Rickett A O

Briefing Paper for Third Replenishment

Mr. McNamara discussed with Prof. Mason this afterncon the first
section of the briefing paper for the Third Replenishment. Prof. Mason
had previously given me the attached note on this subject. As you will
see, the main conclusion of this note is that we should place more weight
on the estimates of supply rather than of requirements for aid in total
though we should have to go on to answer the questions (a) whether, &
certain countries at any rate, -shey 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. '

yo In the discussion this afternoon, Prof. Mason began by repeating
his doubts about the value of any estimates looking 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 inecrease, 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 terms? This,
therefore, would give some indication of the amount of concessional aid which
they would need. What would be the share of the IBRD and the IDA, respectively,
in the totals of hard and soft aid? ;

4. Prof. Mason thought that this was a feasible approach provided that

we stick to the notion of "the higher rate of growth needed to give full
employment”. This would provide an assumption about the rate of growth.

We should still need an assumption about how effective domestic savings would
be and how effectively the domestic resources made available would be sub-
stituted for external resources through additional exports or the saving of"
imports. Economists who had worked in this field = principally Hollis Chennery
- had concluded that there was no "single" gap but a number of gaps depending
on (1) the rate of growth assumed, (2) the availability of foreign resources,
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(3) the efficiency of substitution of domestic resources for foreign
resources. The Pearson Committee had adopted 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% GNP 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.

B 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 IDA

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

1. There is a fundamental problem, which is a favorite subject with the
Cermans, about the provisions in the IDA Charter regarding replenishment.
(See Article IIT, Seection 1). I should think your list of studies nay
have to extend to an analysis of Article III, Section 1, a defense of

the present practice of basing periodic replenishments on Article III,
Section 2 (e), and perhaps proposals for appropriate amendment of the
Charter. This would require some elaboratiom of your item II A.5-6,
which might also be extended to cover the question of voting power, which
is alluded to only incidentally in your item III A.4. Incidentally, it
seems to me that the idea in the second sentence of II A.7 goes rather
far afield.

2. Somewhere under your Section III, I would suggest an item examining
the possibilities of distinguishing in future replenishments between the
annual rates of commitment, and the annual rates of payment in notes.

I think you will know from our discussions what I have in mind.

ce: Mr. Friedman
Mr. Broches

JB :ism
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S8ir Denis Rickett June 26, 1969
Andrew M. Kamarck ,!f

Sources of IDA Resources

In the Senior Staff meeting yesterday you outlined some of the
new ideas that you are working on for IDA. 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 wish to consider:

(1) As Mr. Friedman mentioned in the Senior Staff meeting, the
Fund 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 together may total
in the vicinity of $8 to $10 billion and that they are likely to come
into effect January 1, 1971. 1If we are still on the basis where countries
pay in 10Z of their subscriptioms to the Bank, this could increase the
available resources of the Bank Group by $800 million teo $1 billion. This
would of course increase the profits available that one would consider
turning over to IDA. Another way of handling this might be, however, for
the Bank to consider lending the equivalent of any inecreases in paid-in
capital to IDA, If the Bank also were to return to its original charter
provision and get countries to pay in their full 20% of their capital
subscriptions, part of this might also be used for loans to IDA. It
might perhaps 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 poesibility of getting some
of the multi-national corporations (particularly, 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.

While you mentioned the possibility of getting money through a
link with the SRD's, you did not mention the possibility of the Pund's
contributing a part of its net profits to IDA. The Fund made a payment
last year to the countries whose currencles have been used by the Fund.
In essence, this was a payment that flows up-hill eince the Fund's
profits come from countries that require help and then these profits
are pald over to the countries wheose currencies are in demand. The
net result (although very small in its total impact) is a transfer
from countries that need help to countries who are in a surplus position.

ce: Mr. Friedman v//

AME [vhw



Mr. Izvipg 8. Fricdman March 26, 1968
Andyew M, FKemarck

Soma Hew Jdeos on the Financlnp of the Voerld Dank Group

.
A

*
.

One of the most dmportent problenms confrenting the World Bank Group
{a the frmediate future s {inding additlonal finance. On Loth the Dank
end IDA sides in the next two or three yesvs, barring some najor chsnge
in the interaational situation, the supply of funds 4s not likely to
tnerease dramatlcally from our conventlonal sources. It would appeax
to be vorthwhiile, thevefore, to explore new fdesa that nisht provide
sddlitions) funds, The fellewing shetches sone poasibiiities that ney
deserve te be looked at in greater detail,

1) Soxe nonths 3“0, I sent to you and ¥y, Knapp a menovgndum pro-
posing that we logk into thoe IoasiLil$L; of poing back to the oxiginal
prnciic" of the Bank of havinz the paid-ia capital shares be 207 of the
capital Qu seription rathor t*ﬂﬂ the preseat 10Z. The decislon to limit
the paid-in capital to 107 vas taken a nuwbey of yeaws ago when the
absorptive capacity of the develeplng countwles limited Dank lending to
guounts that veve below the avounte the Baak could falxly easily raise
in the capitael wmarhets. These reasons ne lenger apply aand the lank
ghould go back to the practice laid 6 i in ita Charter. 1If thes menbers
of the Bank peid in the second 10X of thelr capltal scubscriptlors over &
period of, say, 5 yeovs, this would provide the Ienk with avound

52 billion nove of dnterest-frea cepital., It would alze by the end ot
the period almost double the curvent met Incone of the Bapk aud thus
nake 3t poseible to increase the Banl contributicns to IDA.

2) It wicht be possible to vork out a source of funds for the Vorld
Bank Group through inwxovlr* tha existing Intemationel firancial
pachinery and practises for internationsl adjustment. Specifically,

what ve night propose is that the Industrial ceountrics egvee that any
countyy that rups a elzeable current account %u1p1u“, not matched by
exporte of loung tera capital, should invest the bulk of its surplus in
World Bank bonds or leans to IDA. The VWorld Bank woe of these funds would
help the deficit countries, particulaxly if st the sane tine we postpone
our use of sny funds provided by the latter. In this way, a large curreat
pccount surplus, Instead of carrying the danger of setting off a dafla-
tionary spiral in the rest of the world, would sutomatically bring Into
play a suitable adjustment nechanism. At present, in the international
payments system, the burden of adjustments is placed’on the deficit
countyics — they are expected to cuvu thelr defiecit by some measuve of
deflation or restraint on their gro: Mo parallel responsibility is
laid on the surplus countries end txav t»nﬂ to resist suy propessls that
they help in the puocess of adjustuent by taking domeatic inflationavy
peasures or measurea to stimulate a faster rate of grewth. There is an
easier way for them to help, however, and this &s through providing funds
to the World Bunk Croup.



3) The battle for an automatic link between the creation of now
fatervnational liquidicy and the provisien of development finance nmay
have been lost., Until wow, whenever a country wished to add to itas
heldings of international reserve aszets it had to give up real regcurces:
elthaer to purchase gold or to acquive foreisn exchange to ba haeld in the
Yeserves., The now systen of SDE'g will ereate international regevve
assets without the nced for any saving or paynent in resources oun the
part of the reciplenta. Lvea wore curious, the SUR's are to he dsitri-
buted en the basis that io geaeral the richiey countrics get the largest
emount and the poorer countrias pet the swallest amount. Without pro-
cposing that there be any sutomatie link, It zeems to me 1t wounld be
perfectly logleal to sugzest that the industrial cousntries contribute

to IDA or other multilateral institutiony asecunts correspondivg to the
ner dnternational reserve assets that they will receive free of charge.
This wvould Lo perfectly coptless contributionz for them and in no way
repreacnt a real sacerifice for thenm: 16 eszentially weuld mesn that,
juat aa in the paat, the countriee that wish to increnge thelr yeseuves

wounld be the countries that are willling to walie vesoureces available to
other countries for this purpose. '

4) The dnternztional coumunity is becoming increasincly interested
in the possibilitien of exploltation eof the vcean bottoem. The reswurce
of the Continental Ehelf have alresdy been approprizted Ly the nations
adjoining them, It would wake gense for thess misets to have been talen
in trust for all the peoples of the carth and to be used pricarily to
finance eccononfc development., It wicht stilld Le possible to resch agree-
ment among the fndiostrial eountriss to turn over aay #1111 unexploited
mineral reserves on the Continental Zhelf to the Tank Crouvp for financing
future dovolopment costa. In any case, the Benk should now take an
active Intereat in keeplnz thz vessurces of the ocesn hotltom from alao
pessing inte fndividual astlcaal vessezslon.

AMK ner

¢e: Mr. Adlerfir. de Vries
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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, 1569

(Dear Jack,)

Here is a copy of the letter which I
have written to Rinaldo Ossola as a result of
our talk earlier this week. I am sorry that
there has been no opportunity to get your
comments on the draft beforehand hut I had to
get it cleared here quickly if it was to be of
any value.

I have sent the top copy to Rinaldo in
Rome but I should be grateful if, when you see
him on Friday, you would find out whether he
has received it and, if not, give him thias copy.

(Yours ever,

DENIS)

D. H. F. Rickett

Mr. J. J. Polak
International Yonetary Fund
19th & H Streets, N.W.
Washington, D.C. 20431

DHFRickett:emce
( ) Handwritten by Sir Denis
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Juse 34, 1949

(Dear Rinaldo,)

I have been meeh intorested o lesrs from Jaek Pelak thet the
faputies of the Ureup of Ten sve to exoxive the pvoposal peut fowward
by Eignor Colewbo at the Ansual Yestisg of the Zanh sad Pend lest
yoear weder whick tha industeiel sstiess weuld sgvee vo trsusfer o
I.04, or o inwest dn I.85.2.0. honde a sun sguivelent to a cortals
proportion of the asoust alloceted to thew in the forn of 5.0.0s.

Tou may koow thet Sigoer Colowbe discussed this propessl wirh
Hr. Yeiignare eavlisy this yeer and subseguently seat Hiis s mesorandus
davwd Apeil I last sutlinieg the preposel.

The Wweld Bank Crowp ls saturally interested fn sny preposal
of this kind, particularly in one which would make it essier teo chtain
fron time te tise the wecemsary vepleaistwents of ¥.0.4., fumde. It is
diffienlt to judge what the sffest of the propowal ie likaly o be wigh-
out rather move haculedge ebout the acale om which she %.05.%., plam is
likaly to ba activated sud aboud the propovsion of the swounte reesived
which goverassnts alght be williag te trsesfer %o 1.T0.4. ALY we can asay,
therelors, &t Chls stege 1s thet Sdgaer “elewhe’s propesal is edthey of
its forms appears e @8 to ba lunpovtant s ingevesting esnd that ve hepe
it will be fully comsidwred by ths goverssents concerned and by thae
Begputies esuder yows chairsanship.

IF there s anyehisg which we can do te halp you is this eongider-
ation, I bope that you will lot ws iwew. Ue have a m  of our staff
munhmums.m“m&mmunwj € amd I should be jlad te put
his dn voweh with you.

(With all good wishes,

yours ever,

Denis)
ﬁ. ”E- go amﬁ

Pr. Zinelde Sgsuls
topeiglicee Yeoneaion
Banca 4°Tealds
via Hagienale, 91 .8, ;: Hellgmara
Powe, Isaly M. mm""

My. Saccherei

DHFRickett :emec ( ) Handwritten by Sir Denis



ForRm No. 57 INTERNATI GNAL DEVELOPMENT | INTERNATIONAL BANK FOR ' INTERNAT IONAL FINANCE
ASSOCIATION RECONSTRUCT!ON AND DEVELOPMENT CORPORATION
s +
OFFICE- MEMORANDUM
To: Mr. Robert 5. McNamara DATE: June 24, 1969

emon: Desis Rickett SDIT Denis Rickett

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. e v

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 of each
country being based on its allocation of $.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 version,
the transfer of resources would have come from the countries who were members
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
ime 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).
S5 v The advocates of the "link' would probably feel that the Colombo
proposal was less attractive precisely because it substitutes a Iixed scale
of individual contributions for a system in which the resources are proviced
by a group of countries collectively in proportions that vary between the



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 "Lamk"
proposal in the past from countries likely to be in a strong creditor
position.

B 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
eritical.

T What the attitude of the various countries would be to the

Colombo proposal is more doubtful. It is, as can bDe 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 zeserves 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.

5« 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. : :

¢.¢. Mr. Knapp
Mr. Aldewereld
Mr. Friedman
Mr. Broches

;ﬁﬂ%i- 654{224/'
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From: The President June 24, 1969

ADDITIONS TO IDA RESOURCES; SECOND REPLENISHMENT

18 The Board of Governors has until June 30, 1969 or such later date
as may be determined by the Ixecutive Directors to vote on the proposed
resolutions attached as Annexes A and B to the Report of the Ixecutive
Directors dated llarch 83, 1968 entitled "Additions to IDA Resources;
Second Zeplenishment” (IDA/Seci68-17). The date originally fixed for
such voting was June 30, 196% but this date was extended first to
Septemt=r 39, 1968, then to December 31, 19568, then to idarch 31, 1969
nd then to June 30, 1969 by resolutions of the Executive Directors.

2 Adoption of the resolutioms 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 181,6G8 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. EHowever, 10 countries have not

yet voted on the resolutions as follows:

Algeria Jordan Uganda

Congo (Dem,Rep. of) Libaria United States
Costa Rica Niperia

Gabou 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 late for voting be further extended to Septem-
ber 30, 1%69 and accordingly the draft resolution submitted to the Ixecu-
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
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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
revort of the Executive Directors, none of the contributions therein
authorized shall become payable unless, on or before June 20, 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 Sentember 33,
1968, then to December 31, 1963, then to liarch 31, 1969 and then to

June 30, 196, by resolutions of the Ixecutive Iirectors. As of the date
nereof formal notifications have been received from 13 countries with
contributions >f $635.640,000 in the aggregate. It is expected that the
required minimum number of members will not have given the Association
the above described notifications by June 30, 1962.

4. Accordingly, I recommend that the Ixecutive Directors adopt the
following resolution, and in the absence of objection (which should be
notified to the Secretary or eputy Secretary Ly the close of business

on June 26, 1969) it will bz considered adopted, to be so recorded in
the minutes of an early meeting of the Executive Directors:

THAT thare is hereby extended until September 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 Ixacutive Directors dated farch 8, 1968 entitled
"Additions to IDA Resources; Second leplenishment’, and (b)
the condition specified in paragraph (h) of the resolution
entitled 'Additions to Pesources; Second feplenishment'

attached as Annex A to the said Teport may be satisfied.”

Robert S. licllamara
President
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Hr. Irving 8. Priedoan June 23, 1969

Denis Rickett Sjr Denis Rickett
The Colombo Preoposal

1 spoke to Mr. Polak again on the telephone this morning.

r {8 He said quite definitely that he did not think that it would
be wvelcome to the Deputies of the Croup of Ten if we were to suggest
that the Back might have an observer present at their meeting next
Friday. He 414, however, think that it would be useful if a letter
could be sent to Dr. Osscla as Chairman of the Deputies giving at
least a preliminary expression of the Bank's view.

3. I said that I thought that at this stage anything which we
sent could enly be in very general terms. I would, however, discuas
with those concerned here what could be said.

4. I attach a draft of a letter which, if lr. HeNamara agreed,
I might sent to Dr. Ossola. Would you consider this and perhaps have
a vord with me about it after our meeting this afterncon?

c.¢. Mr. Sacchetti
Mr. de Fontenay

o5 A



DRAFT
DEFRickett:emec
June 23, 1269

DRAFT LETTER TO DR. OSSOLA

I have been wuch interested to learn from Jack Polak that
the Deputies of the Group of Ten are to examine the proposal put
forvard by Signor Celombo at the Annual dNeeting of the Sank and
Fund last year under wvhich the industrial nations would agree to
transfer to I.D.A. or to imvest in I.B.R.D, bonds a sum equivalent
to a certain preoportion of the amount allocated to them in the form
of $.D.Rs.

You may know that fignor Colombo discussed this proposal with
Mp, MeNamara earlier this year and subsequently sent him a memorandum
dated April 30 last outliming the proposal.

The Yorld Bank Croup is maturally interested in any proposal
ef this kind, particularly in one which would make 1t easler te obtain
from time to time the necessary replenishment of I.D.A. funda. It is
difficult to judge what the effect of the proposal is likaly to be with-
out rather more keowledga about the aean?:gtig?h.u. plan is likely to
ba sctivated and about the proportion of the amounts received which
Governments might be willing to transfer to I.D.A. All we can say,
therefore, at this stage is that Signor Colombo's proposal appears to
us to be important aad interesting and that we hope 1t will be fully
considered by the Covernments concernsd and by the Deputies under your
chairnanship.

If there is anything which we can do to help you in this con-

sideration, I hope that you will let us know.
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¥r., Hobeyt 5. YeYamara June 23, 1949

benis Riekeet Sir Denis Rickett
The Colombe Frepesal

Whan My. Priedman and I weve discussing with you last weak
the preparation of the briefimg paper for the Third Replenisbment, I
mentioned that dr. Pelak hed told me that the Deputies of the Urvoup
of Ten would be discussing at a sseting on Juna 217th the proposal made
by Signor Colombe for a link between 3DRs and IDA or IBED finamecing.

2. Aftor our talk I told ¥y. Peolak that 1 did mot think that the
Bank would be ready te take a pesition om this questiom bafore the
meating of the Deputies. He guite understoed this but pressed very
strongly thet we should send sose kind of general statement teo Dy. Ossela,
the Chairmen of the Deputies, expressing our interest im apd suppert for

the proposal.

3. 1 attach a draft of a letter whikh, £{f you agreed, I mnight send
to Dr. Ossola. As you will see, this does not commit the Bank om the
gueations iavolved beyond saying that we think Signor Colombo's proposal
important and interesting and bhope that it will be fully consideved.

4. 1 should add that &t & lumcheom which “r. Fnapp, ¥r. Friedmas
and I attended today fn henour of Dr. Carli, we ware told that both
Coloube and Carli favour this propessal and any support which we can give
it will be welecoma,

€.C. M. EMP?
My. Prisdman
Hy. Sacshatel
tir. d« Yontenay



MRAFT LETTER TO DR, 0380LA

1 have been mueh intarested to lesrn from Jack Pelak that the
Jeputise of tha Crouwp sf Ten are to sxanine the propesel put forward
by Sigmer Colowbe at the snsual Yaeting of the Bank and Fued lest yearw
usder vaieh the induatrial natloms weuld sgres to transfer to 1.B8.4. or
te fovest im 1.5.2.D. honds & sus equivalest to s certain propertion of
the auount sllocated to them fa the fera of §.D.Re.

Yoy may know that Signor Colewbe discussed this proposal with
wp, Wofiamars sarlfer this vesr and subsaquently sest him & waver andus
dated April 36 last outliming the pregosal.

vhe World Pamk Srewp is maturally interested in say wul ot
this kind, partisulsrly in one which vould meke it sasler %e obtain frow
time to time the necessary veplesfshwent of I.0.A. funds. 1t i difficult
te judge what the effect of the sroposel ie likely to ba without rathey
pore knowledge about the saale ou whleh the S.0.R. plen is likely to be
sctivated and sbout the propertiep of tie amounts recelvaed which Covewrn-
ments aight be willing te transfer to I1.0.A. 211 we can say. therafore,
et this stage ia that Signer Colombe's preposal in aither of ite foras
appears to us to be Laporiant and ipteresting and that we hepe it will ba
fully comsidarad dy the Covernmests concernsd apd by the Deputies woder
your chalrmansiip. |

If theve is amythiag whieh we can do to help you in this consideration,
I hope that you will let uws hnow. Wa have a wesber of our ataff whe haa beon
aselgned to work em this subject and I sbould be glad to put him ia toueh

with yeu.

¢.¢. My, ¥elssara
¥g. Enapp

h@z. Sacchattl
Hy. dn Tontonsy



8ir Denis Rickett June 20, 1969
L. Nurtek /s/ L. Murick

IDA; Votes

Attached is a draft dated July 19, 1965 of a memorandum on
reallocation of votes of Part I members of IDA. This memorandum
never got finished because we had very difficult problems with the
whole idea and we were never convinced that the scheme was any good.
However, I send it to you for background informationm.

Attachment
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Mr. Cope (2)
Mr. Friedman "

Mr. Rotberg/Mr. Poore
iMr. Ripman

Mr. Mendels

Mr. W. Clark

Mr. Scott

Hr, Sellon

Mr. Moresu

Mr. Hulley

Mr. Sacchetti

Mr. Blaxall
From: L. Nurick
Subject: IDA: CSecond Replenishment

Attached is a copy dated today of the report on the status

of IDA Replenishment.

Attachment



May 28, 1969

REPORT ON STATUS OF IDA REPLENISHMENT

I. A. TFormal Notifications Received

Country Amount
Australia %2k 000,000
Austria 8,160,000
Canada 75,000,000
Denmark 13,200,000
Finland 4,080,000
France 97,200,000
Germany 117,000,000
Japan 66,480,000
Kuwait 5,400,000
iletherlands 29,280,000
Norway 10,680,000
Sweden 29,640,000
United Kingdom 155,520,000
Total %635,640,000 ($950,000,000
needed)
3. Date when Formal Notifications Expected
Country Amount Date Expected®
Belgium $20,400,000 shortly (legislation pending)
Italy L& ,360,000 shortly (legislation pending)
Luxembourg 600,000 shortly
South Africa 3,000,000 after June 1969

Uniteld States 480,000,000

“Based on information received from Goverrnments.
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The status of advance contributions and special supplementary con-
tributions is as follows:

A,

Advance Contributions

(1)

Formael Action Completed

Austria
Australia

Canads

Denmark
Finland
Germany
Japan
Netherlands
Jorway
Sweden
United Xingdom
Total

(ii) Legislation Pending

Belgium
Italy

Luxembourg®

Anosit.

$ 2,720,000
24,000,000

75,000,000

4,400,000
1,360,000
39,000,000
22,166,000
9,760,000
%, 400,000

9,580,000

51,840,000

$2hh ;520,000

6,300,000
16,120,000

200,000

(1st instelment)
(entire contribution)
{entire contribution:
two instalments total-
ing $50,000,000 paid)
(1st instalment)
instalment)
instalment)
{lst instalment)
(1st instalment)
(1st instalment)

(1st instalment)

(1gt instalment

{1st instalment

(1st instalment)

¥le 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.



INTERMATIONAL DEVILOPUINT ASSOCTATION
J ® 3 '-4 . *.
STATUS OF RESO L_"._)' MAY 19 1989
As of April 30, 1969 o A

(Expressed in millions of United States Dullars)

Available for

Credits Prior to

Resourcest:

Aducts

"Second Deplendl

"Sacond Renleaishment! Credits L
Subscriptions:
Part I members - 10% and 904 portions & 751l.4 2 -
Part II members -
10% portion 2L.9 1.2
90% portion released and usable 151 1/ w3
Supplementary resources 80%.2 212.6 2/
Trapnsfers from IBRED 2100 75.0
Repayments - el
Loan from Swiss Confederation - i 5
Net Income 214 8ol
$1,832.0 $309.7
Develounent ¢redits signed through
pril 30, 19469, net of cancellations ) )
and refundings 1.632.0 189.7
De\felo;:::nent credits approved by Executive
Directors but not signed as at April 30,
1969 - Conzo (Brazzaville), Tanzania and
Tunisia - Thad
Available for formal commitment 8 -0- $105.9

Includes all amounts released on a convertible basig ond
of non-convertible releases which haz actually been utili

S e s i e

that portien
zed or which

has been designated for specific purchases under an approved credit.

Consists of advanc
($?5 mj-llion) 3

e contributions

Sweden (39.83 miTIﬁun},

of Germany

Denmark (plies; 1md
($h.ly million), United Kingdom {$51.8L million), Finlax

(539 nlli+ch}, Canada
n), Norway

Benlils)

Australia ($2L4.0 million) and Austria ($2.72 million),

Controller's

1 \\;).L._B‘é ]’ﬂilli.'_'lﬂ) 3

Department

Accounting Division

May 1L, 1969
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! Mr. Arthur Karaeg

Director, Furopean Office

International Bank for Reconmstruction
and Developmest

4 Avenue d'Iena

Paris l6e, 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 quite right in saying that Colombo's suggestion applies
to Bank obligations and I should have mentioned this fact in my record.
But it is quite clear that it also applies to the financing of IDA.

For example, in his speech at the Annual Meeting he said the following:

"...An improvement which could be carefully studied and
eventuslly made, without modifying the text of the

Amendment, could comsist of a pledge by the main industrial
countries to use the part of their reserves corresponding to
a portion of their Special Drawing Rights allocations for the
replenishment of IDA or for subscription to World Bank bonds.”

In the Corriere della Sera for January 30th last he was reported
as having repeated this suggestion to the Financing Commission of the
Italisn Senate and there also the suggestion was described as being
"¢to make available to organizations which finsnce development (IDA and
IBRD) a part of those reserves arising from the creatiom of additional
new liquidity in the form of Special Drawing Rights.”.

Which version of the scheme is to be preferred is a little hard to
say. An agreement on the part of mometary authorities to invest a certain
proportion of the newly created additional reserves in World Bank bonds
would have the advantage that in many countries (if not all) such a decision
could be taken by the central bamk with the approval of the government to
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the extent that that was required but without the need for the approval of
an appropriation by Parliament.

1f, 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 be. In most countries Special Drawing Rights would be
allocated to monetary authorities and would nmot give rise to any counter-
part in the hands of the govermment. An undertaking, therefore, of the
kind Colombo suggested would not, so far as I could see, avoid the need
for the approval of an appropriation by the Legislature. It might, however,
make the process easier since, so far as I can see, the agreement of the
governments concerned would be a long-term commitment.

Colombo obviously continues to be interested in his plan. He dis-
cusged 1t with McNamara wvhen the latter was in Rome last week., As you
rightly say, the important question is whether such a plan (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 Basle on June 7th. It is possible that we might
spend a day or two in Pavris after the meeting. I shall be in London on
the afternoon of Friday, May 30th, and shall try and call you at your
office or, failing that, later at your house.

(A1l good wishes,

yours ever,

Denis)

BO ﬁ L] F . mekt‘tt
Vice President

( ) Handwritten by Sir Denis
DHFRickett:emce



Mr. William Clark -  May 13, 1969

Julian Grenfell §:2§;

Third IDA Replenishment

Would you consider discussing with 3ir Denis the supporting role
that our European Information Services (EIS) might play in his activities
on behalf of the Third Replenishment in Europe ? Soweone in Paris should
start keeping a special wateh on any indications in the press, or any
hearsay, about the prevailing mood, We should use the EIS discreetly
as eyes and ears for Sir Denie. Later on there should be some really
positive support that the EIS can give.

cc: Sir Denis Rickett
Mr. Sellon

JGrenfell: thge
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Francis R.

Second Repl t - IDA

1.

3e

With the possibility that IDA will become effective early in
June and that we would begin drawing Second Replenishment funds
30 days thereafter, say early in July, we have some questions that
need to be ¢larified before we can call,

Is Kuwait a Pro Rata Country? Our files indicate that there
was to be a possible reconsideration of their position on this.

What does pro rata of the drawing mean?

ae

be

Is it determined by the percentage of funds to be contributed
by each country to $1,188 million or possibly $1,200 million?
If we use this method, then the pro rata countries will have
been called upon for their respective shares when we have
called a total of $1,188 million (or $1,200 million) after
effectiveness of the Second Replenishment.

Is it the percentage of the amount of funds not yet called

from each subscribing mewber to the total uncalled funds
avallable at the time of drawing? On the first drawing after
effectiveness, total funds would mean the available first
ingtalment of the Second Replenishment (that which was not
called for disbursement out of the advance comtributions),

plus other funds such as the umused portion of the Bank transfer,
income, Swiss loam, ete. If we use this method, calls upon the
pro rata countries will be spread over the remainder of calls
for disbursements on credits designated as "Second Replenishment
Credits."

If France should delay ratification and assuming we would be calling
only on théose countries which have ratified (excluding France) there
are further questionsi»

e

b.

If we use the method outlined under 2(a) above, can we, on the
first call after France ratifiiss, cateh up by calling on them
pro rata for their share of past calls?

If we follow the method outlined under 2(b) above, France would
automatically catch up by paying a higher percentage of each
call after ratification and calls upon them would be spread out
over the total remaining calls for disbursements on Second
Replénishment Credits.

. 2/



he The problems yresented by the United States pro rata sti ulation are
as followsie

a. The United States pro rata share of $1,200 million is LO%; it is
0. iok%E of $1,188 million. Their pro rata share would vary at each
call if the method outlined under 2(b) above were used.

b. Essentially, except for the first call after effectiveness of the
Second Replenishment (see (¢) below), the only reason for ascertaining
the U.8. pro rata ghare of any call is to determine the amount
"deferred,” since calls upon it are limited to the percentages
determined by identifisble procurement, Deferred amounts are important
because (i) they are not callable until three years after date of
gd’mnt and (i1) these amwunts ere excluded from "funds avallable

or call,"

¢, The U,8, may be called on for their procurement share of all disburse-
nents under Second Replenishment Credits (es defined), Thie would
include disbursements made before the Second Hdeplenishment becomes
eifective. Therefore, in gome preliminary caleulations which we have
made, 1% would appear that in the first call made after the effective~
ness of the Second Replenishment the U.S. would be called wpon for
thelr pro rata share of the drawing, since this would be less than
their share determined by applying the procurement factor to total
disbursements to that date. After that call, it appears, the amounte
called from the U.S. would be based on procurement amd there would be
deferred amounts.

5. Another quegtion which ghould be considered is the use of free funds. We
can uge all of them before making any calls on contributions, or we eould
vary from percentages ascertained under 2(b) above so that we would ecall
a larger amount of free funds. This could reduce owr available free funds
to the point that we would end up with no flexibility in handling IDA funds.
As a matter of policy, I do mot think this would be desirable. With the
United States’ pogition as it le teday, it is a good thing that we have
free funds, Some governments slso expect to be called for funds and have
provided for the call in their budgets. If we decide to
first, unused funds may develop at the end of the fiscal years for some
governments and we will be called upon to :

& hurry oy explain why.

I am atbaching copies of three memoranda we have on this subject: one from
Mr, Knapp, oné from you and one from Mr., Cavansugh. All of them are out of date
but they contain all the correspondence we have on the subject.

I am alse attaching a Schedule showing the results if calls were made from
the pro rata countries under the method ouwtlined in 2(b) above and the balance
needed for the estimated disbursements drawn pro rata from accelerating countries
and free funds.

After you have had time to think this over and you may have additional
thoughts, Mies Lemnon and I would like to diseuss the problem with you.

Attachments

ces Messrs. Poore, Hugh Scott, Rutland, V.Chang,
Oray, Duarte, Miss Lennon

FPoore/MLennon/ar
FILE: IDA - Policy & Procedure



Mr. Robert 5. Mellamaya Aprdl z7, 1969
Lo mptek /g/ Lo Nuiick

194 Zecend Replenischment; Effestivensss; Deposit by United
States of Formal lotificatien

A

™ Vhen twelve countrics with contributions aggregating $950 million
deposit "fogmal notifications® (Notificutions) that they will muke their
suthorised contributions, the Secvnd Aeplenishment arrangsments beooms
effective. even countriss with contridutions aggregating ShL71,960,000
have deposited thelir Notifications. Accordingly, the Secind Raplenishment
arrangements will sutametically become effeotive on the date (the Effective
Date) when the United States deposits ite Sotificatiomn.

P The comtribntions are payuwble in three instalments either in notas
wmm;wmmmumuoummmmmm-»
tive Date, the second instalment is payable on Hovember 8, 1969 and the
third on Hovewber 8, 1970. (Paragraph (d4) of the Second Replenisiment

2e Consequently, 1if the "nited States deposits its Notification on, say,
June 1, 1969, the firet instalment of the United States and other contributing
menbers would be payable by July 1, 1969.

ke 4 digtinction must be Pecognised between (i) the deposit of a mote
(a letter of Credit in the cags of the Tnited States), and (i1) the drawings
on sueh note. mmtwmmmmm«:umum&nm
the jU-day period after the Effective Dute is required to satisfy ite obliga-
tion to pay ite firet instalment, but asctual drawings on the Letter of Credit
{snd the Hotes of other contridbutors) would not be made until ID4 weeds the
esah to weet its Jdisbursement requiremente.

As soon as the suthorising bill now before the femate is enacted inte
the Tnited Btates cam, 48 a legal matter, deposit its Notification with-
waiting for the enactment of the appropristion bill. However, counsel
to the nited States Treasury Department advises me that the United States
cannot deposit its Letter of Credit wntil the spproprdation bill is enscted.

&, It should be noted that the legislative device used for the I
suthepisation bill pemmits the Tnited States logally to commit iteelf to
an internationsl agreement before the necowssary appropriastions set is passed.

8-
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1If the United States does commit itsell and if the appropriations bill
not passed, the United States is in default under the agreement. Yor
reagon, thers is obvious pressure on Congress in that kind of case to
the required appropriastions; on the other hand the Administration may
reluctant to take the step which will serve to put this pressure on Congress,
although it has done o on other occssions (ses Appendix B).

Te The problem that arises in this case, therefore, is whether the United
States would be prepared to deposit ite Notification without walting for the
enactment of the appropriation bill. In deciding this question the United
States will, no doubt, consider (a) how long it expects to take to obtain
enactment of the avthorisstion bill, (b) whem IDA would make a drawing on
the United States contribution and (¢) whether failure to deposit its Letter
of Credit might embarrass it. These points are discussed below.

C. Appropriations BILL

8. T am advised by counsel to the United States Treasury Department that
wwuwmmmappmumhymmzmwaw
appropristionse bill (new before the House Appropriations Committes) after it
passes the House and goes to the Senate. They then expect that the Semate
will pass the supplemental appropristions bill as thus amended, that the
amended bill will then go to House/Senate conference and will be favorably
reported out by the conference and passed. Thie amendment covering the I
WtMMthﬂmwosemuomwﬂmtﬁu
the Senate had not acted on the awtherisation bill and the IDA appropriations
emendment, therefore, would be made subject to enaciment of the autherisation
bill. The supplemental ® swiations bill contains appropriations for various
govermental agencies and have to be passed by June 3O to keep these
agenciee in funds; the Treasury, therefors, believes that the appropriations
bill for IDA has an exeellent chance of being enacted by Junme 30.

7 If the IDA appropriation: is not included in this supplemental appro-
priations bill, the Treagury officials say that the appropristicn would have
to walt until the next regular Foreign Aid Appropriation bill is considered
by Congress, which will not be until sometime next fall. Obvicusly, there-
fore, mch depends on getting the INA appropriation enacted with the pending
supplemental appropriations bill.

10. After the Effective Date the Second Replenishment arrangements will
govern the procedure by which drewings on wembers' contributions can be made;
consequently, Af » drawing is made it must be made on the first instalments
of all contributing countries (i.e., on the United States, for its pro rata
share or ite share of prior procurement under Second Rsplerishment Credits,
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vhichever is less; on certain eountries for their pro share; and
on the remaining countries, for the balance of the call).

1l. However, IDA need not make a cell until it necds the cash forr dis-
bursement. It esn use rescurces otherwise available to it in oxder to
defer making a call. It is estimated that, i the Becond Replenishment
arrangements become sffective on June 1, 1969, we could defer making a

call on the first instalments of the contributing members until sometime
between April 1 and June 30, 1970. (Atteched as Appendix A is a table show-
ing how this estimate is arrived at and the assumptions on which it is based.)
If necessary, therefore, we could advise the United States that 1 they de-
posit their Hutification as soon as the suthorisation bill is enacted we
would not expect to make 2 call on their contribution for at least nine

monthe and possibly longer.
E. Pogeible Labarragmuent

1z2. A deferment of drawings for such a long period of time should oer~

tainly satiafy the United States that as » practical matter it will not

have tc respond to a gall by IDA on its contribution at a time when it does

not have the appropriation nseessary to pay it. But there is another problem

which may be raiped. If the United States deposits ite Notification on, say,

June 1, and the United States does not deposit its Letter of Credit by July 1,

it would, technically, be in default under the termas of the Second Replenish-

ment Resolution. This Resolution (which is a resclution of the

Governcrs) does not previde for an extension of time of the delivery of notes.
: i not

t

to the fact that a "past due" note in the amount of $104 million had
paid. This was the amount due from the Tnited States on aceount
third instalment of the First Replenishment. It w
1967 and was delivered Jamuary 11, 1768,
tioned specifically by name in this ref

:
f
1
|
:
£
i

&rence

1. Tt may be that the United States will not express comcern about this
agpect of the matter, but if they do shoul

tributing countries have expected the United States
cation as soon &g the suthorization act is obtained it has in the past
and that it would be embarrsssing if the United States now waited until the

appropriations bill was passed.

’é
:

Lixdickivy

cet President's Council
Mr. Poore
Mr. &nﬂl



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 L/1/70)

and 10% of new Part II members' subscriptions 15.0

Total *$ 158.6

Estimated commitments and disbursements to April 1, 1970

Commi tments
Figcal 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 ' ' $ 3L
On 1969/70 commitments ' 11y g
Total | $159 - . %
Assumptions:

l. 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. -

Le $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



Several cages where the President of the United States has obligated
the United States to pay money under an international agreement prior to

Pursnant to an authorising act, the President deposited the United
States notification on May 28, 1964 and the Firet Replenishment becams effec-
tive on June £9, 196L4. The appropriations act covering the first instaiment
of the United States contribution was not enacted until October 20, 1965,
some 17 months after the depesit of the United States notification. This
case is weakened as a pregedent since, when the United States deposited
its notification on May 28, 1964, it was clear that payment of the firet
instalment was not due until NHovember 8, 1765.

of subseriptions te the capital stock of the IADS and incresses re
of the Pund for Special Operstions (F50) Wary somewhat from those used in the
cape of inereases of subscriptions to the capital stock of the Bank and the
repources of 1DA.

the

As far as increases in s:bsoriptions to the capital stock of
are concerned, the United States has iteelf to subsecribe to certain
shares pursuant to authorisation tion, but the actual subscription ean
only be made when an appropriation is enacted. This distinction, in fact,
is spelled out in the IADB's prospectuses. [n the case of the Bank, the
appropristion was incorporated directly into the authorisation act.

In the case of inecreases in the rescurces of the FS0, the procedure
is somewhat like that used for ID4, but with some material differences.



e
The most recent inoreage was authorised by an act approved on September iz,
1967 and the United States Governor voted for the Aesolution of the Board
of Governors of IDA on December 28, 1767, swme three after the enacte
ment of the asthorisation. The sppropriation for the first instalment was
approved on Jumary 2, 1968 as part of the general Foreign Assistance
Appropriations Act. It seems, therefore, that in this case the Tnited States
waited until the appropristion was passed by Congress before committing it~
gelf to the increase. (The way in which prior increases wers handled is
not elear and I am trying to get further information sbout them.)

"iagh of the Governments specified below undertakes, as a
party to this Agreement, subject to such parliamentary or
congressional action as may be necessary, to make a contri-
bution to the Pand in its own currency of the nature and in
the smount specified opposite its name below:®

Tdentical or nvarly ldentical language was used in the Indus Bagin Develop=-
ment Fund (Supplemental) Agreement of 196k, the Nam Ngum Development Mund
Wt«mmsmmmwmmwam.
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W SENIOR STAFF MEETING

-MBG ARCHNES 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, Officlals in Bonn had also revived the suggestion that,as an alterna-
tive, Part I countries might make loans to IDA on concessicnary 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:

Senior Staff, Bank and IFC AUG 17 2023



TWO-YEAR BOI'DS

L, 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 operations. 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 pvernments 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-Govermmental 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 received, 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 beent 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 lMr. 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 GNP was expected
to reach $500 billion.



e B

1. Sir Denis Rickett added that, at the meeting of the "Machlup Group" in
Luganc 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.

ASTAN 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,

REORGANTIZATION OF TREASURFR'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,

ADJOURNMENT

18, The meeting adjourned at 2:L0 p.m.

C. H. Davies
Secretary



Mx, lrving S. Friedman April 25, 1969
Denis Riekett Sir Denis Rickett

Visits to Japan and 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:

(1) The Third Replenishment of IDA (for this, I think I have
enough briefing already).

(11) Possible further sales of World Bank short-term bonds.

(111) Possible repatriation by the Japanese and Australian
Governments of World Bank losns to them.

(iv) Japanese and Australian aid programmes.

3. It would be most useful 1f 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, nmet capital importers and, presumably, Australia still is.

4. I gathered from Mr. Stone that, in any event, the year 1969/70
would not be an easy year for the Australian GCovernment since they
have a very large Sterling loan maturity (he thought ES50 million or
s0) which they would almost vertainly be unable to refinance in
London.

. I8 I am 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.
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Attached is a copy dated today of the report on the status of

IDA Replenishment.
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April 23, 1969

HEPOAT ON STATUS OF IDA REPLEHISHMENT

I. A. Formal Notifications Received

Country Amount
Australia $20;, 000,000
Austria 8,160,000
Canada 75,000,000
Denmark 13,200,000
Finland 11,080,000
Germany 117,000,000
Xuwait 5, 400,000
Netherlands 29,280,000
Horway 10,680,000
Sweden 29,640,000
United Kingdom 185,520, 000
Total $471,960,000 ($950, GO0, 000
needed)
B. Date when Formal Notifications expected
Country Amount Date Expccteds
Japan $66, ,80,000 shortly (legislation approved)
Belzium 20, L0OC, 000 shortly (legislation pending)
ITtaly L8, 360,000 shortly (legislation pending)
France 97,200,000 not known
Luxembourg 600,000 about May, 1969
South Africa 3,000,000 after June 1969
United States 1,80, 000, 000

# Based on information received from Governments
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II. The status of advance contributions and special
tributions is ag follows:

A. Advance Contributions

supplementary con-

{entire contribution;

2 instalmcents total-
ling $50,000,000 paid)

(entire contribution)

(i) PFormzl Action Completed
Canada 375,000,000
Dermark 4, 400,000 (1st
Germany 39,000,000 (1st
dorway 4,400,000 (1lst
Sweden 9,880,000 (1st
Australia 21,000,000
Austria (desolution now
before EDs) 2,700,000 (1st
Finland 1, 360,000 (1st
United ¥ingdom 51,840,000 (1st
Total 212,580,000
(ii) Governmental authorization
obtained; IDA Resolution
to be adopted
Netherlands * 9,800,000 (1st
(iii) legislation Pending
Belgium 6,800,000 (1st
Ttaly 16,120,000 (1st

(iv) Position being considered by
Goverrnent

Japan (Lcegislation approved;
first instalment of
322,160,000 awaiting
Cabinet approval which
is expected shortly)

* Certain details remain to be agreed

instalment )
instalment)
instalment)

instalment)

instalment )
instalment)

instalment )

instalment)

instalment )

instalment )
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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)
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April 18, 1969

John A, King

Proposed Extension of the Hickenlooper Amendment
to the Bank Group

1.

At the hearing on the bill for IDA replenishment held by the

Committee on Foreign Relations on April 16, 1969, Senator Mundi, aftdr
referring to Peru, suggested an amendment to the replénishment. bill as
follows:

2.

"Not withstanding any other provision of law no funds authorized
under this Act or under any other Act shall be expended as con=-
tributione to any of the international organizations listed below
which furnishes assistance to the gevernment of the people of any
country during any period while such country shall be ineligible
for bilateral assistance from the United States by reason of sube
paragraph (e)(1) of Section 620 of the Foreign Assistance Act of
1961 as amended" that is a Hickenlooper Amendment, and then I
1ist "the Tntemational Rank for Reconstruction and Development
and any affiliate thereof, the Tnternational American Development
Bank and any affiliate thereof, the Asian Develppment Bank and
any affiliate thereof, and the United Nations in so far as cone-
tributions are made to the UN Develcpment Program."

"During such a period of ineligibility the United States represeht-
atives to any such organization shall so exercise the voting power
of the United States in such organization as to disapprove any loa:n,
grant contribution om other form of financial assistance to the
government or people of any country which shall be so ineligible.”

Tn describing his proposed amendment Senator Mundt said:

"Reduced to simple conversational terms that means that the Hicken=-
looper Amendment would be reinforced and supported by instructions
that when a country has been declared ineligible because of a
violation of the terms of the Hickenlooper Amendment our represent-
atives to any of these banks will be instructed to vote "no" against
making loans to those countries during that period of ineligibility."

The text of the amendment would appear to go considerably farther than this,
by blocking US contributions to IDA for any purpose.

3% In reply, Secretary Kemnedy pointed out that

a) It was the Bank Group's policy not to lend to countries which
had expropriated property without compensation.

b) The amendment was undesirable because it would require re-
negotiation of the replenishment agreement and because it might lead
to other countries imposing other restrictions.



¢) Senator Mundt's objective could be achieved through a simple
directive from the Secretary of the Treasury to the US Executive
Director to vote against any lean or credit o a cowntry against
which the Hickenlooper Amendment had been invoked.

Secretary Kemnedy assured Senator Mundt that he would do this.

ecc: Messrs. Proches, lecucna, Riley, Wyss

JAKing/mt
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Mr. W. M. van Saagsvelt April 16, 1969

Raymond E. Deely (\ e -
Holdings of Bank's Obligations

obligations was held by government accounts and by others. In the few
minutes available, I picked up the following figures for him from the
December 31, 1968 Financials:

Millions
U.8. Dollars
Central bank issues $ L69.5
Austrian National Bank 0
Saudi Arablan Monetary Agency 15,0
Deutsche Bundesbank 22.1
Th2.2
Deutsche Mark
Deutsche Bundesbank 355.8
Swiss Francs
Swiss Confederation §.§
& llg.h

REDeely:ls
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INTERIATIONAL DEVELOPHENT ASSOCIATIOL
STATUS OF KUSOURCES
Ag of March 31, 1569
(Expressed in millions of United States Dollars)
Available for
Credits Prior to "Second Replenishment"
Resources: "Second Renlenishment" Credits .
Subscriptions:
Part I members - 104 and 90% portions $ T51l.hL % "
Part II members -

104 portion 21.9 Lot

904 portion released and usable 15.1 1/ -
Supplementary resources 802.2 185.9 2/
Transfers from IBRD 210.0 75.0
Repayments B el
loan from Swiss Confederation - 12:L
Net Incoune 21k 7t

5 1.892.0 $ 281,7
Qgguct:

Development credits signed through
March 31, 1969, net of cancellations and
refundings 1,832.0 176.3

Development credit anoroved by Executive
Directors but not signed ags at March 31,

1969 - Central African Republic - L.2
Avsilable for formal commitment % -0 $ 101.2

i e o i
oot e ctiiiart | — o

Includes all smounts released on a convertible basis and that portion
of non-convertible releases which has actually been utilized or which
has been designatel for specifiec purchases under an approved credit.

Consists of advance contributions of Germany ($39 million), Canada
($75 million), Sweden ($9.33 million), Denmerk (Sh.h million),
Norway ($L.L million), United Kingdom ($51.3L million) and Finland
($1.36 million).

Treasurer's Department
Finance Division
5 April 1lL, 1969
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UNITED STATES

RE YOUR 484 PLEASE TELL HANEMANN THAT WE ARE AWAITING ﬂﬁ/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 -
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NAME
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J. Burke Knapp, Vice President cc: and File to Messrs. McNamara

Office of the President

Rickett
Friedman

SIGNATURE

JEKnapp:ism

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO A‘YPROVE)

For Use By General Files and Communications Section

ORIGINAL (File Copy) f | Zﬁ\.

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




HOITAROSSCY g ! TUIMAGISVIE OMA HOITIUTMOAT

dI8IW anMiooTUO

@dRL S5 roxsH TAQ _ QASTASTUL
;. 2TAAY
30 22A1D

- o
v o i S ] ,EDNH! |
4 Xy
s e M | R EOMAS
-~ ' '
A= . _
T S2ARAN AOT  26€
oT MQIT:JA\gx SHITIAWA HSA AW TAHT MAMIVAH LIZP F2ALIY $8) HUOY ag
JIAD OT TOUTXY QIUOW (MA IVITOSTIA THIMILAOA THIMMSIMIJISMN (HOOHE IIAM
AITTAGAINT MO02 SHOITADOJIIA AGT 22UDRIC OT RAIATHUOD TO TAAY IO DUITEAM
2OTADT
QUAVE
5 3 ; GTTINGIART 3 67 TOF g
R S N SAOITIRIRTZIG YS0T GMA QISVRBASIO "o : ‘2-".-":'1' P“"«I""R'lf.'f’;"’;*-"driJ.sfil T
| 3 4 ' ] '.,}

‘ EY&mslioM .auausH of sliT bns :ffg___ ‘qui-ﬂnﬁﬂa%fzsb.tgs:i; Bﬁﬁf\_ﬂdaﬂg}mg aizxﬂHt
i3aclatd ; ‘ |
nﬁ%q;ﬁj bl HJ g N7 %“\ M ahabrasrd s3rio £2E310
B | LR

: : l i e v “-I j l s sgﬁ H.L':fg 5...4$
TF S ARVORTTA O ARCIMOHTUE DAV Sy
,1 _-m:u-..—‘,. i —';;"ﬂ—rﬁ.\tnﬂa'pri_l:é;‘%;:m;—»_ ] TﬁaA"}aﬁ_&‘ th :

.___4,,“

‘,}*a}‘ % : ; | ; i (yend olil) JARIDIRD i ol
Jriise——

BIMAMIT LAMDITAMEI =y i T RO ARAR JAMOITAMSEITIA l VMEMSOIIVIA: JAMOH TAMATTHAL

4

AL oM e
(8-}

HMOITAIDOREA

107

YATHUOD

ET
oM aldsd

N I3

LT RMDG R e = Al

mel sqqeniilt

idstandid 1o hodeadd gt [ﬂk-?ﬂga‘itnc.lrpq 1ol abiu® retipdines ved (LAAT ﬂQﬁMi} 1



For your information I am attaching a schedule giving the amounts
which will be ealled om April 15, 1969 against advance contributions $o
the Second Replenishment. There are tws computations ~ one if the
Australisn advance contribution has been approved by the Executive
Directors and is available for call and the other if the Australian
advance contribution is not insluded in the proration.

You will mote that Norway snd Pinland have been included, Both
of these advance contributioms have been approved by the Executive
Directors. WNorway is in the process of requesting note substitution
(reference cable dated March 5, 1969 received frem them) and a letter
was sent to Finland on March 13, 1969 requesting payment. The Swiss
Bank loan has not been included,

These computations assume that $28.8 million of the United
memmwmmwmpnnahmmz,
1969 and therefore the balance of thelr contribution, $23.0k milliom,
hmtummndmmwoamwhmmm
on April 15th. It is aleo assumed that the $50 million which Canada
will have paid on their advance sontribution will be disbursed firet,

ec: Messrs. Putland, V. Chang, Duarte, Murias,
Misses O'Briem & Lemnon

FILE: IDA =~ Calls for 2nd Replenishment Credits



(In thousands US dollar Equivaleat)

Amownt

If Australian If Australian

excluded included
Germany 1/ $ 13,657 $ 12,991
Denmark 1,540 1,469
Norway 1,540 1,469
Sweden 2/ 3,459 3,289
Finland L78 h51
United Kingdom 8,069 7,678
Augtralia - 2,667
IBED Irensfer 26,257 _2k,986
Total Call $ 55,000 $ 55,000
RIS IR

iy :mmmuﬁpuo:dhmﬂm

2/ Advance contribution paid in curremcy
Treasurer's Departumét

Finsnce Division
March 25, 1969
R\
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Sir Denis Rickett March 24, 1969

J. Burke Knapp

Pogsihle Part I Countries in Third IDA Replenishment

As we bepln thinking about the third replenishmenc of IDA, I would
like to suggest the following list of camdidates for addition to the
Pari: I list. 1 would suggest talking with these countyries on this subject
at the Annual keeting.

New Zealand
Ireland
Iceland

Libya
Saudi Arabia
Truecisl States

8pain
(although Spain has a per capita GNP of
only $640, 1 think they are ready)

Venezuela
Argentina
I omit Israel and Creece, despite per capita GNP of 51,160 and $660
respectively.
There is also the case of Switzerland., which should at least make

another lcan and which might nosaiﬁly be persuadsd to make an outright
contribution even if it cammot become 3 member.

cc: Messrs. MeNamara, Friedman. Cope

JBE :dk



Mr. Hal F. Wd'
United States Treasury Department

Main Treasury Building, Rm. 5047
Washington, D. C."
Dear Mr. Reynolds:
Pursnant tour request, I am attaching herewith
2 table showing the status of the advance contributions

to the Second IDA Replenishment.
Sincerely yours,

/s/ L. Murick

Lester Hurick
Agsociate (General Counsel

Attachment

Lilurdicksvv

¢ct Jr. Sellon
ir. Poors
r. Scoth

[ Py o557 ]
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Mareh zh, 1969

(1) Pommal Action Completed

Aacunt

Canada $75,000,000 (entire comtribution

lst instalment of

$25, 000,000 paid)
Denmaaric I, 400,000 (lst instalment)
Finland 1,360,000 (1lst instalment)
Germany 39,000,000 (1st instalment)
Norway b, k00,000 (18t instalment)
Sweden 9,880,000 (1st instalment)
United Kingdom 51,840,000 (lst instalment)

#1.85,880,000

(11) In addition, five other countries have snacted legislation or are
shortly expected te enact legislation which will make available
approximately an additiomal 359,000,000,
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WBG ARCHIVES
From: The President March 19, 1969

ADDITIONS TO IDA RESOURCES; SECOND REPLENISHMENT

1. The Board of Governors has until March 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 March 8, 1968 entitled "Additions to IDA
Resources; Second Replenishment! (IDA/SecMb8~17). 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.es 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 L 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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3e Under the terms of paragraph (h) of the resolution "Additions

to Resources; Second Replenishment" attached as Amnex 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 ifarch 31, 1969, by resolu-
tions of the Executive Directors. As of the date hereof fomnl 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 larch 31, 1969.

L. Accordingly, I recommend that the Executive Directors adopt the
following resolution, and in the absence of objection (which should be
notiried to the Secretairy 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 the said Report may be satisfied.™

Robert S. Mcilamara
President
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Mr, Vietor Ghmz Mareh 18, 1969

It now appears that there will be & call om April 1, 1969 for
payment on April 15, 1969 for disbursements on second replenishment
eredits. The amount which will be called from the 1968 IBRD tramsfer
will be approximately $26,25 million.

Misses O'Brien, Johnston, Lemmon

MLennon/ar

FILE: IDA ~ Transfer of IBRD Income to IDA



¥Mr. Rainer B. Steckhan Mareh 13, 1969
L. Mariek /57 L, Nurick
I0A Second Replenishment; Extension of Time for Voting

Attached for Mr, Melamara's approval is a memorandum to
the Executive Directors, together with a resolution, for ex-
tengion until June 30, 1969 of (a) the time for voting on the
replenishment resolutions and (b) the time for depositing for-
mal instrumente of notification. The documents are in the same
form as was used for the last extension of time and have been
approved by Sir Denis Rickett and Mr. Mendels.

Attachment
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Sir
Denis Rickett

Advance Contribution to I.D.A.

March 17, 1969

The latest state of play is as follows:-

Flrm

Australia

Austria

Canada

Denmarlk
Finland
Germany

Netherlands

Norway

Sweden

$24.0 million

$ 2.7 million

$75.0 million
$ 4.4 million
$ 1.4 million
$3%,.0 million

$ 9.8 million

$ 4.4 million

$ 9.9 million

United Kingdom $51.8 million

Total

$222.4 million

A draft resolution for the
Fxecutive Directors has been
agreed between Nurick and
John Stone who has cabled it
to Canberra for approval.

The offer was made in a letter
from the Minister of Finance

to Mr. lictiamara but a resolutiom
has not been submitted to the
Board since there are certain
points outstanding about the rate
at which we can draw on their
contribution.

Action completed.

Action completed.

Action completed.

Action completed.

Dr. Lieftinck told me a week or
so ago that he had received a
cable from his Government inform-
ing him of their intention to make
an advance contribution of the
first instalment only and that

a letter would follow shortly.

We have heard nothing since.
Action completed.

Action completed.

Action completed.



Mr. J. Burke Enapp -2 -
Awaiting Parlismentary Approval
Belgium $ 6.8 million
1taly $16,1 million
Total $22.9 million
Pending
Japan $22.1 million

March 17, 1969

The legislation has been
referred to the Finance
Commission of the Senate
whe had been asked by the
Minister of Finance to give
it priority.

The legislation is before the
Senate. We were told that it
would be counsidered "sometime
after February 20th".

The legislation, which contains
general emabling powers, is
expected to be approved by the
Diet before the end of this

month. The Japanese Minister

of Finance has said that if

at that time the Second Replenigh-
ment Resolution has not become
effective, he will consider making
an advance contribution.



INTERNATIONAL DEVELOPMENT ASSOCIATION

STATUS OF RESQURCES

As of February 28, 1969

(Expressed in millions of United States Dollars)
Available for

Credits Prior to "Second Replenishment!
desourcess "Second Replenishment" Credits
Subscriptions:
Part I merbers - 10% and 90% portions $  751.L 5% =
Part II merbers -
10% nortion 2L.9 1.2
90% nortion released and usable 15.1 1/ -
Supplementary resources 809.2 132.7 2/
Transfers from IBRD 210.0 75.0
Repayments - ol
Loan from Swiss Confederation - 12.1
Net Income 2 ki 6.5
$ 1,332.0 $ 227.6
Deducts
Development credits signed through
February 28, 1969, net of cancellations
and refundings 1,838.0 155,2

Development credits approved by Executive
Directors but not signed as at February 28,

1969 ~ Somalia and Dahomey - 5el
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 ($9.88 million), Denmark ($L.L million) and Norway ($L.k4 million).

Treasurer's DJenartment
fMnance Division
March 1L, 1969



ForM No. 59

(2-55)
COMMUNICATION:
DATED:
TO:
FROM:

FILED UNDER:

SUMMARY:

CROSS REFERENCE SHEET

SENTIOR STAFF MEETING  SSM/M/69-7

March L, 1969

SENIOR STAFF MEETING
IDA RESQURCES

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.

2o 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.

Fe There was no reason at present to expect advance contributions
from the remaining four countries - France, Kuwait, Luxembourg and
South Africa.

Lis 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 $38L.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.
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MEMORANDUH

March 3, 1969
DECLASSIFIED
AUG 17 2023

WBG ARCHIVES

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 REPLENISHMENT

T. A. Formal Hotifications Received

Country Amount

Australia $2L, 000,000

Austria 8,160,000

Canada 75,000,000

Dermark 13,200,000

Finland 1,080,000

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 $171, 960,000 (3950, 0,000
needed)
B. Date when Formal Notifications expected

Countxry Amount Date Expected®
Belgium $20,1,00,000 shortly (legislation pending)
Ttaly 48, 360,000 shortly (legislation pending)
Japan 66,180,000 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 L, 1969)

#Bagsed on information received from Governments
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IT. The status of advance contributions and special supplementary
contributions is as follows:

A. Advance Contributions

Amount
(i) Formal Action Completed
Canada. $75,000,000 (entire contribu~
tion; lst instal-
ment of $25,000,000
paid)
Dermark 14,400,000 (lst instalment)
Germany 39,000,000 (lst instalment)
Norway 11,400,000 (lst instalment)
Sweden 9,880,000 (lst instalment)
(i1) Governmental authorization
obtained; IDA Resolution
to be adopted
Anstralia 21,000,000 (entire contribution)
Austria 2,700,000% (lst instalment)
Finland 1,360,000 (1lst instalment)
Netherlands 9,800,000 (lst instalment)
(iii) Legislation Pending
Belgium 6,800,000 (1lst instalment)
Ttaly 16,120,000 (lst instalment)
United Kingdaom 51,8L0,000 (1lst instalment)

Total of (i), (ii) & (diii)  $2L5, 300,000

(iv) Position being considered by
Government

Japan

#Certain details remain to be agreed



..3..
B. S8peclal Supplementary Contributions

Denmark $15,000,000 (payable in 3 equal
instalments in fiscal
years beginning
April 1, 1969)

(In addition, Sweden made 2
special supplementary contri-
bution of $21,360,000 in
August 1968)



&. s. R. w
Denis Rickett”ir Donis

Advance Contributions te IDA

D0 = Gt

Pebruary 28, 1969

Mr. McNamara has received a cable this morning from Mr. McMahon,
the Treasurer of the Commonwealth of Australia, informing him that
Mstralia will make an advance contribution amounting to the whole of
its contribution to the Second Replenishment of $2L.0 million.

2. The latest state of play is, therefore, as follows:

Firm

Japan

<«
L ] - M
Febrrane

rmo;:'l:‘c-qo

O

i
B
8

$ 6.8 million

16.1

T T

$ 22.1 million

3. We are likely to receive confirmation of the U.K. contribution

very shortly.

c.c. Mr. Sellon
M. Nurick



Mr. Joerg Jaeckel February 28, 1969
§. R. Cope

IID.A'

In accordance with our conversation, I attach a statement

showing the IDA funds available for commitment in the current

=

fiscal year.

SRCope :mmr



104 funds available for commitmest in FY 1969

¥ willien § million
Advance contributions - firm.

Australia 24.0
Austria 2.7
Snanin 75.0
Dennark 4.4
Finland 1.4
Geruany 39.0
Hetherlands 5.8
Hoxway 4.4
" . . 17¢.6

Supplementary contributions:

Denmari 15.0

Swedon 21.4 36.4
Swise lean 12.1
‘ransfer of Bank profits 75.8
Libs earnings and wiscallevecus rsceipts 15.6
Brought forward from 1967/8 1.2

WQM"‘. e

Advance comtributious avaiting
Parlissentary approval:

Balgiws 6.8

Italy 16.1
$. . Cope

Pebruary 28, 1969



Mr. 8. R. Cope February 25, 1969
Denis Rickett &ir Denis Rickett

Advance Contributions to the Second leni t of IDA

The following is the information asked for by Dr. vom Hofe
in the second paragraph of his note to you dated February 2Lth.

Firm offers of advance contributions §with the necess Parliamentary
au ty been obtaine om 0, countries:

Austria $ 2.7 million
Canada $ 75.0million
Dermark $ L.4 million
Finland $ 1.h million
Germany $ 39.0million
Norway $ L.y millien
Sweden $ 9.9 million

Total $ 136.8 million

Contributions from the following countries are awaiting final Parlia-
mentary approval:

Belgium $ 6.8 million
Italy $ 16.1 million
Netherlands $ 29.3 million
U.K. $ 51.8 million
$ 10L4.0 millien
2. The following is our latest information on the position of

the four countries from whom a firm offer with the necessary Parliamentary
authority has not yet been received:

Belgium - An amendment was necessary to the legislation which had already
been submitted to Parliament. The legislation, as amended, has
now been placed before the relevant commission of the Senate and
the Minister of Finance has urged strongly on the President of
the Senate that it should be given very early consideration.

Italy - The legislation authorizing an advance contributfion is under
consideration by the Senate. It is hoped that it will be

approved shortly after which it will go to the Chamber of Deputies.
The (overnment may, however, feel that approval by the Senate will

be sufficient to enable it to make an advance contribution.
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Netherlands - The Minister has written to both Houses of Parliament
asking for authority to make advance payments covering
the whole Netherlands contribution. We expect a formal
comunication from the Netherlands Government in the
near future.

X, - An order in counclil has been submltted to Parliament and it
is expected that it will be approved very soon, possibly
before the end of this month. We expect to be able to
commit $28 million of the U.K. advance contribution of
$51.8 million before the end of March.
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FROM:

SUBJECT.:

INTERNATIONAL DEVELO NT | INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORAT I ON
OFFICE MEMORANDUM
Mr. S. R. Cope | DATE: February 24,

/
{

Ernst vom Hofe [H<_

IDA Resources amﬁ 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

1969

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?

VN = 4
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Mr. J. Burke Enapp RRRS—
Dends RickettSir Denis Rickett

T attach for reference a copy of a note which I sent to Mr. McNamara
nmsﬁammwmmmmmmaman
wuumwmxmmwmmw.

2. Since that note was written there have been the following further
developments:-

(i) We have been infoymed by Mr. Earlsson that the Fimmish Parlias-
ment spproved the Pinnish contribution on December Jlst.

(11) I have been told by Mr. Stone (though the information is still
confidential ) that the Australian advance comtribution will
ve us the authority to commit their whole contribution of
million.

(411) I have been told by Mr. van Caspenhout that the legislation now
before the Belgian Parlisment smthoriges the Joverrment to give
us authority to0 commit the whole of their contribution asmounting
to &20.L million.

3 I give below a revised table of contributions which may therefore be
expected. 1 have excluded from this the special supplementary contribution
of 81.4 million from Sweden.

(a) Already approved:-

astria $ 2.7 million
Canada $ 75.0 million
DNenmark $ 19.L million
Finland $ 1.k willion
Gernany $ 39.0 million
Norway $ L.k million
Sweden ! 2,2m
Total $ 151.8 million
(b) Meaiting approvali-
United Kingdom $ 51.0 million
Ttaly $ 16.1 million
Ne therlands .



Mr. J. Burke Enapp -2 - Pebruary 11, 1969

{c) Parther contributions expected:-

Australia $ 24.0 million
Belgium $ 20.4 million
Japan $_22.1 million

Total $_66.5 million

GRAND TOTAL mmm

Attachment
c.s Mr. Priedman
Mr. Nurick

Mr. Rotberg



Mr. Jun-bavig\ Roulet

l.l.lmé@

February 11, 1969

IDA - Comtributions of Pakistan Consortium Countries to

LRSI

aiglw
ke Ry

As requested by you, listed below are the contributions of the
Pakistan Consortium countries to the second replenisiment of the

rescurces of IDA.

Ttaly

Japan
Netherlands
Sweden |
United Kingdom
United States

Total

97,200,000

117,000,000
148,360,000
66,460,000
29,280,000
29,640,000

155,520,000

1,80, 000,000

$1,118,880,000
T

ce: Messrs. Rutland, V. Chang, Duarte

Miss Lennon
FILE: IDA - Misc. Reports
MLennon/rc

Per cent of
1,186 million

1.72
6.31
8418
9.85
4,07
5460
2.46
2.4
13.09
40,40

$hLe17
S

T |
e kN



Form No. 57

TO:

FROM:

SUBJECT:

1on ‘:rs..g ) T

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

OFFICE MEMORANDUM
Mr. Robert S. McNamara {F) DATE: February 5, 1969
r
RRii -

Denis Rickett

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.
T 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.L 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 o 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. .

L 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

R4

R



Mr. Andre van Campenhout February 3, 1969

In my note of Jmmtﬁthia subject I should have drawm
attention to the fact that the information relating to the possibility
of an advance contribution from Australia and Japan should be treated
as confidential for the present.

DHFRickettiemce
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FROM:

SUBJECT:

I OR - Cag s

INTERNATIONAL FINANCE
CORPORATION

INTERNAT| ONAL DEVELOPMENT
ASSOCIATION

OFFICE MEMORANDUM

INTERNATIONAL BANK FOR [
RECONSTRUCTIGN AND CEVELOPMENT

Yr. Robert S. McNamara f ! ) f’, DATE: February 3, 1969
i = fe !
v4 ﬁ"ﬁj '
Denis Rickett ety Bl
Advance Contributions to the Second Replenishment
T attach a table/;howing the contributims to IDA which we expect
tc be able to commit in advance of the Second Replenishment. These, as
rou will see, cover 13 countries and amount to a total of $307.3 million.
This total includes special supplementary contributions of $15.0 million
from Denmark and of m2l i million from Sweden, and the first instalment

of $0.8 million of the supplementary contribution from Norway. In addition, 1t
includes contributions of their first instalment by all the countries

except Canada and the Netherlands, the figures for whom cover their whole
oentribution.
Z, The necessary Parliamentary authority has been obtained and firm

offers made by the followlng countries:-

Austria 5§ 2.7 milliceh
{anada & 75.0 million
Denmark 3 19.h million
Germany 5 39.0 million
Norway $ L.l million
Sweden 8 30,3 million

Total $171.8 million

B Contributions from the following countries are awaiting final
Parliamentary approval:-
United Kingdom & 51.8 million
Finland $ 1.k million
Ttaly $ 16.1 million
Netherlands $ 29,3 million
Total 5 98.6 million
L In addition, we have good prospects of obtaining contributions Irom
e following three countries:-
Australia 3 8.0million
Belgium S 6.8 million
Japan 3 22,1 million
Total $ 36.9 million
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Mr. Roberti S. McNamara -2 - February 3, 1969

e The following is our latest informetion on the position in
countries from whom a firm offer with the necessary Parliamentary autnorw*y
has not yet been received:-

3

Unlted Kingdom An order in council has been submitted t Parliament
and a resolution approving it is expected to be moved
and passed before the end of February.

m

H

Mnland The Prime Minister of Finland wrote to you on December 9
saying that the Finnigh Covef““ent had just submitted o
Parliament a Bill euthorizing them to release the first
part of their contribution. I have asked Mr. Karlsson
what progress the Bill has made.

Ttaly The legislation authorizing an advance contribution is

- (=

under COQS‘gE”“t*On by the Senate and it was hoped that
tﬂe Senate would act by the end of January after which
it would go to the Caamber o Deputies. The Government
would regard action by the Senate as sufficient to enable
it to make an advance contribution. Mr. Rota has undsr-
taken to enqulire what progress the legislation has made
in the Senate.

e
~
il

The Netherlands The Minister has written to Parliament asicdng for authority
to mzke advance payments covering the whole Netherlands
contribution. !

The Minishber expected to be able to send
a formal communication to us early in the present montin.

Mustralia The payment of an advance contribution has been aﬁp:ovea
bydm wmmmmwulLcmukramiaausfumla .J

by the Prime Minister. (This 1nLOFma$10n 18 cont

Belgium An amendment to the legislation is needed. This h

drafted by the Ministry of Finance and sent to the
of Forelgn Affairs. It is expected to be introduced into
Parliament at any time now. The legislation may be approved

within one or twe months and possibly sooner.

i

3]

Japan In a letter dated January 10, the Minister of IFinance said
that should the Second Replenishment be delayed, he would
consider an advance contribution of the first instals
upon approval of the legislation by the Diet.

has confirmed that this means that once the legislati

approved, the Minister will take his decision i

time, the Second Repl Lnﬂunw nt has not become

Mr. Kashiwagi has told me that they hope that

lation will be approved "by the end of March

(The information in this paragraph is confide
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C.C. President's Council
Mr. Rotberg
Mr. Nurick
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Total Special
Country per Coniri-

Fermula Total butionsg
Australia 2l.0 8.0 8.0
fastria 6.2 2.7 Bal
Belgium 20.0 6.8 6.6
Canada 75+ 0 25.0 25,0 25,0 5.8
Denmark 132 Lh.h L.y 15.0
Finland L.1 Ludy Ly
France QT «2
Germany 117.0 39.0 390
Ttaly L8.L 16.1 16.1
Japan 66.5 23.1 20l
Kuwait Sall
Luxembourg 6
Netherlands 20 9.8 9.8 2T 29.3
Norway T3, 3.6 3.6 5
South Africa Sl
Sweden 29.6 9.9 2.9 21.b
VX, 1855 Sls £1.,.8

708.1 198.6 34.8 E 270.1 37.2

Notes
Firm offers of advance contributicns have been received from Canada, in respect of her
whole contributi n, and from Austria, Denmarlk, Germany, Norway, and Sweden, in each.
gase in respect of the first instalmenu of their contribution with the addition, in
the case cf Denmark, of a special supplementary contribution of $15.0 million and, in
the case OT Sweden, of a special supplementary contribution of $21.4 million and, in
the case of Norway, of the first instalment of $0.8 million of thelr supplementary centri-
bution (totals 5171.8 million). Contributions from the United Kﬂﬁﬁgo1, 7 *T“ﬂd, Itzly
and the Netherlands await final Parlismentary approval  totals $98.6 m111¢0n) In
addition, we have good prospects of advance contributions Irom Aubtralﬁu, Belgium and
Japan {totals ?36.9 million or more, if more than the first instalment is made avail-

able ).



Mr. Andre van Campenhout February 3, 1969
Denis Rickett Sir Denis Rickell
Advance Contributions to the Second Replenishment

Would you make the following amendment to tbe/notes on the

table which I sent you on Friday last, January 31st. Iines 6 and 7
should read as follows:-

"gpecial contribution of $0.8 million (totals $71.8 million).

Contributions from the United Kingdom, Finland, Italy and the

:mtherlm) await final Parliamentary approval (totals $98.6
onj."

DHFRickett :emcc
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Denis Rickett Sip Donls HILkeL anuary
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Advance Contributions to the Second ” .

I attach a table showing the position of each country on the
question of making an advance contribution to the Second Replenishment.

Attachment



IDA ADVANCE CONTRIBUTTONS

“Hotal A 2 ong Special
. momils  Ttal. Tl  Dstal  forl  buions
Australia 24.0 8.0 | 8.0
Astria 8.2 2.7 2.7
Belgium 204 6.8 6.8
Canada 75.0 25.0 25.0 25.0 75.0
Denmark 13.2 L.k L. 15.0
Finland b.1 .4 1.4
France 97.2
Germany 117.0 39.0 ; 39.0
Ttaly L8.4 16.1 16.1
Japan 66.5 22.1 22.1
Bawait Sl
Ducenboniig 6
Netherlands 29.3 9.8 9.8 N | 29.3
Norway 10.7 3.6 3.6 .8
South Africa 3.0
Sweden 29.6 9.9 9.9 2L.L
U.K. 155.5 _51.8 5.8

708.1 128.6 3.8 3.7 270.1 37.2

Notes

Firm offers of advance contributions have been received from Canada, in respect of her
whole contribution, and from Austria, Demmark, Germany, Norway, and Swdden, in each
case in respect of the first instalment of their contribution with the addition, in
the case of Denmark, of a special contribution of §15.0 million and, in the case of
Sweden, of a special contribution of 1.4 million and, in the case of Norway, of a
special contribution of $0.8 million (totals $223.6 million). Contributions from
Finland, Italy and the Netherlands await final Parlismentary approval (total $,6.8
million). In addition, we have good prospects of advance contributions from Australia,
Belgium and Jspan (total $36.9 million or more if more than the first instalment is
made available ).

DHFRi ckett :emce
January 31, 1969



Form No. 539

(2-55)
CROSS REFERENCE SHEET
COMMUNICATION:  SENIOR STAFF MEETING  SSM/M/69-3
DATED: Jamary 28, 1969
TO:
FROM:

LED UNDER:
o SENIOR STAFF MEETING

SUMMARY:

IDA RESOURCES

l._ mr. Knapp reported that, in addition to the advance and special con-
tylbutlons fr?m Canada, Denmark, Germany, Norway, Sweden and the United
K}ngdom on which they had counted in planning IDA commitments of $330 mil-
lion during the fiscal year, further advance contributions from Finland
Ttaly, Japan and the Netherlands were in sight which would raise the toéal
to abogt $380 mi}lion. Most of the additional $50 million would be allocated
to India and Pakistan, bringing their respective shares of the $380 million
to about LOZ and 12-1/2%, the proportions of IDA lending which it had been
agreed thgy should receive during the years covered by the Second Replenish-
ment, This would not, however, give India and Pakistan their full entitle-
ment.of I@A credits to date, because they had received far less (India
nothing) in the 1968 fiscal year than had been planned. If any further
%Bzdiezg;imetsvatiable during the fiscal year, as a result of slippages in
other i i
a1 Iﬁdia o Pa;g;gzgfes or otherwise, they would therefore be allo-



o - January 21, 1969
penis Riakett Sir Denis Rickett

Notes on & Visit %o Europe

T attach some notes which I have made of conversations which
M. mmtmmmmwuwwmm



NOTES ON A VISIT TC EUROPE
DECEMBER 3, 1968 TO JANUARY 1L, 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. Rodan. He arranged
a luncheon for me which included Professors Samuelson, Millikan, Haberler
and Kindleberger.

There was some discussion of the 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-providing 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 developing
countries were of the order of 12 per cent 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

My talk with the Governor of the Bank of England was concerned
mainly with the outlook for the U.K. balance of payments and the future
of the international monetary system on both of which he was cautiously
optimistic. There was, however, some reference to the criticisms of
World Bank policies in Switzerland following the relatively unsuccessful
bond issue there. Sir Leslie said that the views of Swiss bankers could
not always be accepted as reliable on matters outside their immediate com-
petence. He did, however, express some concern at the very large financing
needs which seemed to be implied in the Bank's policies. He agreed that,
so far, we had been remarkably successful in meeting those needs.
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My talks with Sir Douglas Allen, the Chancellor of the Exchequer,
the Minister of Overseas Development and Sir Geoffrey Wilson were con-
cerned mainly with the question of an advance contribution by the United
Kingdom to I.D.A. It was made clear that,if the German Government finally
refused to make an advance contribution, the British Government would re-
examine the question. TFortunately, this did not prove necessary.

BONN

T have already recorded in a letter to the President (innex IT) the
discussions which Mr. Aldewereld and I had with Dr., Hankel and Dr. Hanemann
in Bonn. We were told that after some hesitation the German Government had
decided to submit to the Budget Committee of the Bundestag 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.

PARIS

I called in Paris both on the Ministry of Foreign Affairs, the Minisiry
of Tinance, 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 able to hold out any hope of an advance
contribution by France to I.D.A. but said that they were studying the possibi-
lity of using aid funds to pre-finance specific projects in French speaking
territories. This pre-financing could subsequently be repaid from the French
contribution when the Second Replenishment became affective.

I discussed in general terms with Mr. Postel-Vinay of the Calsse 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). We 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, he inquired
about the possibility of a visit at some future time by Mr. McNamara to Paris.
I said that I knew that Mr. McNamara would like to pay such a visit as soon
as his other commitments permitted. Mr. Larre observed that the French Govern-
ment had no strong claim to a visit from the President of the Bank al present
since they were making no advance contribution to I.D.A. and were nct a source
of market borrowing for the Bank. He left me with the impression, however,
that such a visit would be gratifying to French amour propre.

The subject of this conference was "The International Co-ordination
of National Policies for Economic Growth". It was attended by a large and

o

representative group of British and American bankers, economists, officials

and representatives of international organizations (I.M.F., 0.E.C.D. and
LBl ks



It split up into two sub-groups, the first of which dealt with
international trade, aid and investment, the second with exchange rate
policies (including the possibility of wider margins, the crawling peg,
and floating rates%. :

In the first group, of which I was a member, I tried to promote
some discussion of Mr. Roosa's Sun Valley speech on International Capital
Formation, inecluding the proposal that in the short run aid contributions
might vary with the balance of payments position of the donor. We did not
get very far with this.

In the plenary session the main interest was focussed on exchange
rate policies on which there was a lineup between the Central bankers and
Treasury officials (Parsons, Deming and Coombes) on the one hand and the
economists including, in particular, Fritz Machlup, on the other.

I was able to talk during the meeting to Raymond Bell of the U.K.
Treasury about the U.K. contribution to I.D.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 Mr. Xarasz and I saw only the
Governor of the Bank of Belgium and later the Minister of Finance (who
was accompanied by his principal official ).

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
submitted to Parliament; that to amend it would take time; and that this
was not worth doing since they had been informed by Mr. Deming that Congress
was likely to ratify the Second Replenishment early in the life of the new
Congress.

As a result of our talk with the Minister, 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 Belgium did not make an advance contribution she would be in
a small minority of the prinecipal contributors. He therefore gave instruci-
ions to his officials to prepare and send to the Parliament the necessary
amendment. The Governor of the Bank confirmed this to us subsequently.

/ VIENNA

We discussed the question of an advance contribution with the Minister
of Finance and his principal adviser on this subject, Tr. Neud&rfer. They
told us that they had received an opiniocn from their legal advisers to the
effect that while it would be in accordance with the letter of their legis-
lation to make an advance contribution, it would be contrary to the spirit



of it, since it was clearly contemplated that payments would only be
made when they became due in accordance with the sgreement. The lawyers
had advised, however, that in the last resort the decision was one for
the Minister.

Before we left Vienna Dr. Neuddrfer told me that the Minister had
decided to recommend to the Council of Ministers that the Ausirian Govern-
ment should make an advance contribution.

“VZURICH

In Zurich we had luncheon with Dr. Reinhardt, President of the
Schweizerische Kreditanstalt. He repeated to us what he had already
said to Mr. Aldewereld about the possibility of a meeting of the Swiss
Foreign Affairs Institute to be held in the Aula of the University at
which Mr. McNamara could address a representative international audience
on World Bank policies and prospects. This is being dealt with in cor-
respondence between Mr. Aldewereld and Dr. Reinhardt.

Dr. Stopper, the President of the National Bank, gave a dinner party
for us in the evening and Mr. Karasz and I had an hour's talk with him at
the National Bank beforehand.

He referred to the bond issue and said that this should not be over-
dramatized. The main cause of the failure was the international monetary
situation at that time and the strong attraction of DM bonds, together with
the large amounts of them recently issued by the World Bank. The criticism
by some Swiss bankers of World Bank policies was not, in his view, justified
and he implied that they had, in part, been put forward as an alibi by Swiss
' bankers who had misjudged the market situation.

This was a very different assessment from that of Dr. Schaefer whom
we had seen in the afternoon and who was inclined to adopt a rather aggressive
tone lecturing us on a wide range of topics, many of them unconnected with
World Banlt business.

BASLIE

The meeting of the B.I.S. was useful in enabling us to renew contacts
and we were able to speak to a number of central bankers. (Mr. Karasz has
recorddd separately a talk with Dr. Blessing. The following were tihe main
points:

{a) Dr. J8ge, Deputy Governor of the Riksbank was discouraging about the
prospects of a bond issue in Stockholm (1r. Aldewereld had asked me to raise
this ). The budget which was about to be introduced implied a large borrowing
requirement by the Government and it would be essential to restrict other
calls on the market to a minimum.



(b) Dr. Zijlstra, President of the Netherlands Bank, thought that we
might expect to hear very soon from the Netherlands Government on the
subject of an advance contribution to I.D.A. He was discouraging aobout
market prospects in the Netherlands.

(¢) Dr. Ossola of the Banca d'Italia undertook to apply some pressure

to speed up the Italian advance contributicn. He thought that Signor Colombo
might authorize the making of the payment without walting for the completion

of the Parliamentary process, provided that it was clear that the legislation
was likely to be approved.

LONL:ON

Cn my return to London I spcke to the Treasury (Mr. Figgures) and the
Ministry of Overseas Development (Sir Geoffrey Wilson and Mr. Douglas Williams )
zbout the legal difficulties which had arisen over the U.K. advance contri-
bution. The lawyers were, it appeared, not in agreement amongst themselves,
but some had taken the view that if the U.K. made an advance contribution it
would be necessary to withdraw the U.K. ratification and submit another in a
different form. The 0.D.M. thought that the necessary Parliamentary approval
would be obtained socon after Parliament reconvened on January 20th. I empha-
sized that the U.K. ratification (covering the second largest contribution)
was vital in securing the figure of $950 million of contributions necessary.
t0 bring the Second Replenishment into effect.

Sir Geoffrey Wilson told me that he expected to visit Washington in
the week beginning March 16th. He understood that Mr. Maurice Strong might
also be here at that time and suggested that they might have joint discus-
sions with Mr. McNamara.

D, H. F. Rickett
January 17, 1969



LONDON

Friday, December 6

11:00

12:00

12230

13400

15:00
15:30
19:00

PARIS

Tuesday, December 10

13:00

15:00

18:00

Wednesday, December 11

11230

12200

13515

ANNEX T

LIST OF APPOINTMENTS

Governor of the Bank of England

Sir Douglas Allen
Treasury

Chancellor of the Exchequer

Iunch - Mr. CGoldman
Treasury

Minister of Cverseas Development
Sir Geoffrey Wilson

Dinner and Opera
Mr. & Mrs. Figgures
Mr. & Mrs. Armstrong

Tuncheon with Mr., & Mrs. Koszul
and Mr. & Mrs. Karasz
Hotel Ritsz

M. Jacques Ceorges-Picot
President-Director General
Compagnie Financliere de Suez

Reception at the Bank by
Mr. & Mrs. Karasz to introduce
the staff of the European Office

Mr. Brunet
Directeur des Affaires Economiques
Quai d'Orsay

Mr. Herve Alphand
Secretaire-Ceneral des Affaires Etrangeres
Quai d!'QOrsay

Iincheon with Mr. Maurice Perouse (private)
1l; Avenue Pierre Ier de Serbie
(Note: Mr. Van Lennep was also present )



PARZS

Wednesday, December 11

16:00

16:30

17230

18:30

Thursday, December 12

11:00

13:00

16:00 .

3730

BRUSSELS

Tuesdays; December 17

18:00

Wednesday, December 18

09:00

ANNEX T
Page 2

Mr. Thorkll Kristensen
Secretary-General

CECD

Mr. Christopher J. R. Dow
Economic Policy Committee
CECD

Mr. Claudius Segre
Lazard Freres
5 rue Pillet Will

Mr. de Larosiere
Ministere des Finances
93 rue de Rivolil

M. Rene Larre (representing Mr. Francois Ortoli )
Directeur du Tresor

Ministere des Finances

93 rue de Rivoli

Luncheon at the
Banque de France with
Messrs. Brunet, de Lattre and Clappier

Mr. Francolis Bloch-Laine
President

Credit Lyonnails

19 Boulevard des Italiens

Mr. Andre Postel-Vinay

Directeur-General

Caisse Centrale de Cooperation Economique
233 Boulevard Saint-Germain

M. Hubert Ansiaux
Governor of the National Bank of Belgium

Baron Snoy, Minister of Finance,
and M. Maurice d'Haeze



VIENNA

Tuesday, January 7

10:00

15400

16:00

Wedresday, Jaruary 8

15:00

ZURTICH

Friday, January 10

12:30
and luncheon

18:30
and dinner

BASLE

M
=y

\WNEX T
ze 3

d
)

Dr. Arne Haselbach, Secretary of the

Vienna Institute for Development
{called on Sir Denis and Mr. Karasz
at the Hotel Sacher)

Dr. Walter Neud8rfer
Sektionschef
Bundesministerium {iir Flnanzen
Himmelpfortgasse L-8

Dr. Xoren
Minister of Finance

Dr. Wolfgang Schmitz

President

Osterreichische Nationalbank
tto Wagnerplatz 3

Dr. E. Reinhardt, President
Schweizerische Kreditanstalt
Paradeplatz

Dr. A. Schaefer, President

Union Bank of Switzerland
(Schweizerische Bankgesellschaft )
L5 Bahnhofstrasse

Dr. E. Stopper

resident and General Manager
Schweizerische Nationalbank
Borsenstrasse 15

Saturday, January 1l - Monday, January 13

Meetings at Bank for International Settlements
Centralbahnstrasse 7, during Board of Directors
session



ANNEX T
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Page 4

BASLE

[ES|

Saturday, January 11

Sir Denis & Lady Rickett and Mr. Xarassz

had dinner with Dr. Milton Gilbert

(Governor Hayes, Governor Rasminsky and
Governor Schmitz were amongst those present ).

Sunday, January 12

Sir Denis & Lady Rickett had luncheon with
Mr. Gabriel Ferras. Mr. Karasz had luncheon
with Ir. Milton Gilbert.

$ir Denis & Lady Rickett and Mr. Karasz had
dinner with Dr. tonio d!'Aroma.
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Fosrm No. 89 INTERNATIONAL BANK FOR

(2-66) RECONSTRUCT ION AND DEVELOPMENT
INTERNAT[ONAL DEVELOPMENT INTERNAT |ONAL FINANCE
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. Date
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The attachment referred to in the
memorandum was received from

Mr. Hugh Scott. I do not have

a spare copy for your file.

Fram

Sir Denis Rickett's Office A-1230




Mr. Erik L. Karlsson January 15, 1969
Denis Rickett Sir Denis Rickett

Advance Contributions to IDA

In answer to the request which you made to we this morning,
T attach herewith a statement showing the present position in
regard to contributions from members of the International Develop-
ment Association made in advance of the Second Replenishment in-
cluding special supplementary contributions.

2. This statement, as you will see, shows not only the amounts

of such contributions but alsc the stage which has been reached in
action in regard to them.

DRickett:emce



ForM No. 337-D TBRD LANGUAGE SERVICES DIVISION
(10-68) CONTROL Noo F-332/60 [pate iy

DEPT Srasidal : Mo ANSLA

Discussion of the report on the activities of the Intermational Bank
for Reconstruction and Development (m; during the fimeneial year 1967-68,
and of the prospects for that Bank's operations during the next financial
year, the course for which was set in the speech of its Presidemt, Mr. Robert
8. MolNamara, coincided with a sharp reduction in United States appropriations
for foreign aid. The British press even goes so far as to call this eircum-
stance a "tragie" ome, by which it means that this reduction will, in all
probability, be followed by a decrease in the credits extended by other devel-
oped eountries, which, in recent years, have followed the lead of the United
States in fixing the amount of the finasncial aseistance they have given.
During the financial year 1967-68 the US Congrese appropriated 3.5 billion
dollars for foreign"sid®. In order to securs approval of the 1968-69 appro-
priations the Administration has submitted to Congress a reduced "aid" pro-
gram, smounting to 2.9 billion dollars, bearing in mind the demands for
economy, in every field of budget expenditure, put forward by a majority of
Congressmen. 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 approvel in the case
of the allocstion, over s period of three years, of L80 million dollars to
replenish the funds of the Intemnationsl Development Association (m’: an

# T.N: This sbbreviation appears as MBRR in the Russian text
#% T, N: This abbreviation appears as MAR in the Russian text




affiliate of IDAD that extemds lomg-term credits om the most favoursble
terms. 1IDA funde amounted in the middle of 1968, to omly Ll willion dellars,
but are due to be supplemented by a further 75 million dollars out of the
profits of IBAD. The position adopted by the United States Congress may
undermine the agreement concluded between 19 creditor-eountries with regard
hmmwnm,mmmmmwmwmm,a
1.2 billion dollars (at the rate of LOO million dollars per snunum), even
though a number of countries have already ratified that agresment.

As is pointed out by the British weekly jowrnal "The Zconomist," the
developing countries have managed to obtain little from the Washington meet-
ings, apart from the rather expaneive pronises made by the President of
IBRD. mum«mumzmmmuwums,mm
volume of loane made by the Bank (i.e. to imcrease it from ome to twe billiong
dollars. The “"generous” hand of MoNemsra will, however, be meking loans at
the existing high rete of imterest - 6.5/per ammm-even though Tdis and a
mmber of cther countries are already paying the Internationsl Bank each yesr
in the form of interest snd as repayment for loans previcusly contracted, e
larger sum than they receive from that inetitution in respect of losns fresh-
1y granted. It can further be concluded from McNsmgra's speech that the
IBRD management will be allocating more funds to Latin Americs and Africa than
in previous years and smaller amounts to the Asian countries, snd also that
the Benk will be increasing its investmentd in the development of agriculture
and of those branches of activity that are engaged in previding services for
foreign tourists.

E. Zolotaremko



