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September 30, 1970

1. wwmmnunmm.wm
to diseuss the situation in Indonesis.

2. I brought him up to date on where the Vorld Bank Croup (including
m)m mmmmummwmmmm

mmmummmmmwmwmm

give fendell any ¢lue se to what

not
k. mmmmmnhmhmmw
gmmmuwmmrurwmcwm,mm
did not ineclude a possible in DBI {teell.



-l e

said that DBI was of no. interest to the Bank or the IFC as a possible
objeet of investment or recipient of a loun,

6. lsndell promised to keep in touch.

toadgonmtamlwmditau. Do you have anything to change or

WD



September 30, 1970

Mr. Mndre Postel-Vinay

Director General

Ceisse Centrale de Cooperation Economique
233 Boulevard Saint-Cermain

75 Paris Te, France

Dear Mr, Postel-Vinay:

In my file, still unanswered, is your letter of August 7,
concerning i, Akhras and the UNIDO questiomnaire and proposals,
I believe the letter no longer needs a specific reply, since we
discussed the matter in Copenhagen. To sum up, I agree in
general with your suggestions; and we agreed that we would be in
touch with each other before the December meeting; perhaps in
time to have a private meeting just before the official one takes
place on December 10.

It was a great pleasure to see you in Copenhagen last week.

I particularly appreciated our exchange of views on several important

subjects, about which I shall be writing to you again before long.
With best personal regards,
8incerely yours,

ce: Mr, Sgkse

WDiamond: jmb



‘Hr. William 3, Gaud feptember 30, 1970

1. You will recall that we sent to Ermst Keller in July a copy
of our appraisal of ADEIA, Attached is his anslysis of their reaction
to that report.

2. By and large, I think, we emerged pretty well.
Attachments
¢e: Messrs, Paterson ),

» gw/umt.

WDiamond s jub

Mr, Acevedo: Please draft a reply for me,
WD



(Original letter sent to Mr. Nilsson ¢/o Corporacion
Financiera de Caldas in Manizales, and copy ¢/o
Corporacion Financiera Colombiana, Bogota).

September 30, 1970

Mr. Hans Hilsson
¢/o Corporabion Pinanciera de Caldas

Apartado Aereo 460
Manizales, Colombia

Dear Hans:

When you go to visit Corporacion Pinsnciera de Caldas,
please make sure you ask for, receive and study the following:

1. The text of all Board minutes since April 1, 1970.

2. 'The text of all documents referred to in those Board
minutes, ineluding a letter from the Caldas Revisor
Fiseal which became the subject of a special Board
meeting and which resulted in a vote of thanks to
the Revisor Piscal.

3. The special report of the Superintendent of Banks on
Caldas’ situation.

In ad@ition, please ask Mr, Ocampo to prepars and to give you
while you are still in Manizales, a full report on all Caldas’
operations in connection with Capitalizadora Caldas.

These papers may lead you to ask for other things. Do not
hesitate to do so if you think it desirable.

You cannot possibly, in the time at your disposal, dig as
deeply as you might like into the affairs of Caldas. But it will
be very important for ue to have your Judgment, based on your
five or six deys in Manizales, on vhether we should make special
arrangements for a more extensive and intensive examination.

With best regards.
Sinceraly yours,

Willian Dismond
Director
Developuent Tinanees Companies

ee Mr. Arango
Mr. Mathew

Mr. Acevedo
Whiemond :us



" Mr, Einar Sckse September 30, 1970
William Diamond
CONGO - SUCOFIDE

I received from Mr. Guetta the attached two papers: a copy
of his Administrative Circular No. 1 concerning the organization of
SOCOFIDE and a paper regerding the commitments which he expects SOCOFITE
to make over the coming year and one-half,

Attachments

WDhiamond  jmb



" Mr. lLodislaus von Hoffmann Septexber 30, 1970
William Dismond
GERMANY - DEG

In Copenhagen last week several people asked me 1f I
would be attending [EG's meeting in Dusseldorf over the weekend;
Mr, Karenberg alse asked. I knew nothing about such a meeting, but
learned subsequently that you had been invited and would be attend-
ing. I would be grateful to lnow whatit was all about.

WDiamond jub



- Mr, Ronald L, Powell Septenber 30, 1970
William Diamond
KOREA - KDFC Board Meeting

I shall be speaking to the KDFC Board at its meeting on
November 12, Would you please prepare for me a text ecalling for no
more than a ten minute presentation, It should econtain matters of
substance and not simply pleasantries and amenities.

WDiamond  jaib



Files Septesber 30, 1970
William Diamend
TURKEY

p Hr, Ogal of the &°0 met with me Fridey afternoon, September 25.

2. He sald he expected & substential ineresse in demand for T8MB'e
capital »umns»tmmﬁummmep&uummmmm
resulied in lncrsasing the confidence of investors and had eliminated
sone of the uncertainties that hed been overhanging the investment community.
In consequence he felt that 7 KB would need considerably more capitsl thean
had been visalized previously, in his opinfon at least $40 million for
mmm(xmuwwwmumw“mtwm
about rals the size of the next lesn, but I understand thay
$80 milidon, mxammammmmlmm m
textile sector had made it clear that there was a considerable scope for
Turkish export of textiles, especially yarns., With the devalustion, export
ees in Turkish Lire would be better MMWMWW
wmmummmuwmum
axport rather then to sell at home. However, this would require expansion
of production. Osal also referred to the prospects and the demand for capital
for investment in the food and , bor, livestock and meat processing,
wining and metals. Ozal referred to ayaten of providing "encouragement
cortificates” for export promotions (er for import substitution), which,
he said, were necesssry in order to get a loan TEKE but were not suffi-
clent. nm&wnmymmmmmuw
g:mgngwmmwmuum.mmmmmmm
‘ pi :w

3. mxmnmmmmmummmmn~
cates entitied its holders to (freedom from i duty, deferred dutYes
mm,mmum,mmm.m.. I did not teke detailed
notes of these as Osel told me he had discussed them in some detall with
Gustafson. PBut in their converssiion with Benjenk, Yssiel and Egeli
conveyed some unclear or dublous informetion the interest rate
situation. (From what Osal said, I belleve Custafson the eorrect stery.)
mammumummummmmmmm
’W'“m requiring encouragemant certificates @8 & condition for
wntmmmwmmmsmmmm
place for such & reference and that if it were desirable st all, it should
go into sows related document. In any eveat, I sald we would think about

o blh @

"’ﬂ

' o told mbothet the new blll authoriszing the ereation of Wt
and develovwent beni™ was now before parllament and he expected it to pass
B8O, mmmmmtmmhmmwmum
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Files Septenber 30, 1970
William Diamond
UGANDA

L. The Covernor of the Bank of Uganda thinks Uganda needs a develop-
went finance institution of a conventional kind, that is, one which
provides term-finance to private businessmen. (He called attontion to
UCADEV, a banking subsidiary of UDC, which might be the basis for such
an institution.) The Bank of Uganda would be prepared to help finance
such an institution. He was familiar with the Bank's DFCs in Afriea,
and was thinking in particular of NIDB as a wodel for structure and
perhaps for funetion.

2. The Covernor particularly assked that the proposed mission to
m&:wmmmummmm, eall
on

ces  Hesars. lejeune
Adomakoh
Sekse

Whiamond : jmb



Files September 30, 1970

1, smmuwmmmamlunmmnum)u
us for a period of training and and then to some other institution in
Hew York of London. T said I would discuss with Cene Webb an
Wupmmmmuusm.



Septesber 30, 1970

with the "resident-elect to brief hin on economic and financisl metters
and tc obtaln some comcept of the mew President's priorities.

2, Salem said thet the President folt that the ecreation of & dovelop-

nent finnee company deserved high ty. Indeed, Salem sald, the President
bad placed his pricrities in the ing order: development bank, education
and irrigetien.

3 Selem sald that the new Preasident would be able to wield

more influence in the de bank started because he was not
committed to various 5 personalities in the way in which President
Heleu hod been, In particular Salem sadd thet Shelkh RoutrosBl had
supported another candidate and would therefore not be o



Files September 30, 1970
Willianm Dismond
TUOOSLAVIA - YIB

1. #r, Smole visited me Thursday, Septesber 24, He said that he had
been fully briefed by Mr. Zelic on the discussions in Washington con-
cerning the proposed line of credit to Yugoslavia. Fe said he understood
and sympathized with our position and that he and the other Tugeslav
authorities needed time to consider the various alternatives that might
be used as a channel for World Bank funds to Yugeslav industry.

2. Meanwhile he had the following three points to mske:

(a) He would like to have from us as detalled & statement as we
ecould are on the eriticisms that we had regarding the appralisal
wethods and of the Yugoslav Investment Dank. He felt that
wmhwmwumuwmmuwun
in thot of other investment banks in Yugo-

%

in : appraisal

Mr. fmole did not question our eriticism of YIB. lior did he suggest
e YIB as & channel., I inferred that our eritique was not
um,mmtmmluhummtmlmﬁmu
was sufficiently acceptable to produce no counter-attack. Une

:
§
g
g
£
;
S
;
3
;
:
g
g

ing
give further thought to this, but « the feasibility of the
proposal, given the role of the National Bank at present and the
eontinuing stress on diminishing the role of federal institutions.

3. Meanwhile, howaver, he had in mind the possibility of using another
mmmmm,nmmwmmuwmkumu
to Yugoslav industry for export. The name of the institution is Fond za
Kreditiranie i Usiguranje Isvesnih Poslova. Its menager is a lir.
(Croatia) who, ¥r. Smole said, is a very competent person who has at his
disposal a technieally qualified staff, The Board of Directors of the Fund
muwumwmwm,mrmmm.m
Bankers' Assoclstion, ete. Hr, Smole sald he would send me, after his return,

5



papers mmmﬁmawmw
m-qrm«x MWWMM m’ ;




mm.mucwammm.uwumu
iosn, We cught to get ite repowd.

get  lessyrs., COutierres
Paterson
Mirski
Sekoe

Whianonds Jnb



Files Septesber 29, 1970
William Ddamond
Eorer

¥r, Benjenk has promised an early visit to the Industrisl Bank
of Egypt, to explore the possidility of a loan in the future.

ect lessrs. Benjenk
Adomakoh
Sekoe
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September 290, 1970

Professor Sidney M. Robbins
S50 Overlook Road
Ossifiing;. New York 10562

Dear Sidney:
I have just returned to Washington and have found your

letter of September 3, written from Bangkok. Thank you for
it and for the clipping from The Bangkok Post.

In Copenhagen I saw Sommal at some length. Naturally,
we talked mostly about IFCT's problems, but we also referred
to your work. I was very pleased to learn that it has been
very well received in Thailand and that you have set in
train a series of studies and actions which are bound to have
important results. I am sure the Theis are grateful and I am
particularly happy, for reasons that you know.

Incidentally, I have not received a copy of the final
version of your report. If you know where copies can be found,
I should appreciate your sending several to us.

If you are back in New York, or whenever you do return,
please get in touch; it would be good to have a long talk with
you.

Sincerely yours,

William Diamond
Director
Development Finance Companies

ce Mr. CGoodman
Mr. Powell

WDiamond :us
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Files September 29, 1970
Willism Diamond
BOTSEANA

1, Fr, Hersans of Botswans asked for a steff mesber to take a look
at the development bank there and to advise on its policies, procedures
and eperations. I told him this was impossible, but that I would find

importance. Subsequently, he raised the question with ir. Lejeune
reportedly egreed. IWWN‘WNWW,M

2. Hr., Parekh is prepared to make Mr. Medhora availsble.

eos lesars. lejeune
Adomakoh
Sekae

WDismond s Jmb



Files September 29, 1970
William D amond

EBaz:
1. lessrs. Shoaid and promised the Kwwaits that the Bank would
take a look at industrial after the proposed survey of the in-

@ When will thet survey wmission go”
Be Will ene of the DFC staff be in the area at that time, in
which event he could stop for a few days of exploration’
eces lessre. Denjenk
P aterson

(s bl son
Lekse

Whisemond s Jub



Septenber 29, 1970

¥arques de Deleitosa did not show up in Copenhsgen. lNe is spparently
falling and s resignation frem BANDESCO and PANESTO is ilmminent, Brosa
wmwwum
oes Mesors. Benjenk
Paterason
Gugtalson
Sekee

WDiemond : jub



September 29, 1970

1. m.nmmmm-:wmumuw»
YHew York shaveholders (Chase and lanufacturers Hanover) on occasion,
mmmmmmummm;mmt.

2. I used to do this with Walter Davies on BANDESCC projects, from

time to time. lNave we ever done it on NIBID prepesals’ I bave mixed
feelings sbout this., What are the pros end cons”

Whiamond jub



Mr, Douglas Oustafson Septenber 29, 1970
William Diamond

1. Mr. Rampersad of Trinidad asked for a meeting and then did not show

up. Write to him.
2, Vhat happened at the meeting of Gutierres and Prevati?

WDAamond s Jub
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29, 1970

William Diamond

Sincerely yours,

Assigtant Genersl Manager
vam&.ﬂ

Dr. Paul Erebs

w/copy of incoming

)
)

Mesars, Gaud
He Koch

cel

‘wmnmdtjh



Septenber 29, 1970

Dr. Willi F. L. Engel
Director of Department for
Banks

Development K

EKreditanstalt fur Wiederaufbau
Palmengartenstrasse 5-9

6 Frankfurt-am-Main

Germany

Dear Willis

Immmrytnhanhmwalmwtrmktmmnin
not to have had an opportunity to see you. There are
nmﬂdmmumm,mmmpmrwmmm
meeting in Viemna in Decenmber. T hope to see you at that time and
am, therefore, mmm@emm,mwnmmmcxmm
to write to you on only one subject.

of

T understand from Mr, Colindres, the President of the Central American
mtwwmmm,wzxwmuym.mmwm
the operations of CABEI, As you may know, we are just about to send a
mm(umauu,mzut,uanmm)mmmwm
outlook in Central Ameriea. Tts duties will be to review the condition
ammumwm«,mmmmmﬂumwfwm
ma,miduhwﬂnﬁmkmhhlpﬂliawmtﬂwm
helping organize its finances and review financial institutions in
area, especially CABEI, A team of seven people will do this job and I
wmxwwmwmmmnnhmammmmam
gituation than we do now,

It occurs to me that it will be very helpful to us if
a copy of the KfW staff r + be
Wn,mdhmomvﬂlhahhwmnmlnwtwnmn
can pass it on to our mission.

HHg’
3

With best personal regards,

William Diamond
Director
Development Finance Companies

cc: Messrs., Gulhati
Mirski

WDiamond : juib



Files feptenber 29, 1970
Willism Diamond
CIvRus

1. mmmm.wmmmum
the Cyprus Develepment Corporation visited me this
wm(w&.mo).ammmummuﬂm
the prospects of & loan to the Corporation. Aeccording to the Ueneral
Manager, the Corporation needs to borrow & 1.25 million in order to be

eble to finance the , incressed lewel of cperations which is expected
in the next fouwr . (loans have slready increased by more than 2008
between 1967 and 1969.) The would be about 607 for

ment to becoms familisr with the and its environment. I also
said that I Mbumnwmmumum I
promised to te to the Minister and the Corporation in the next week or

We discussed the history of the Corporation, with which the Bank



September 28, 1970

Memoranda Mr. Diamond to Files

re Jean Tilot

See DFC Personnel Files
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ForM NO. 26
(4-69)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE: SEPTEMBER 25, 1970
LOG NO. : TELEX VIA FUND/25 G e
10 INFORMATION
COPY: ;
FROM: COPENHAGEN DECODED BY: |
TEXT:

C-6 FOR PM MATHEW
PROCEEDING GENEVA NX BUT NOT BELGRADE., OUETTA MAY COME GENEVA SEE ME
AND IF 80 WILL STAY EXIRA DAY RETURNING MONDAY, WILL CONFIRM TOMORROW

DIAMOND

AS RECEIVED
FAMILY NOTIFICATION BEING MADE

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE COMMUNICATIONS SECTION, EXT. 2021

DUPLICATE
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FOrRM No. 26
(4-69)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME ROUTING
oND LIME  SEPTEMBER 25, 1970 2210
6 e MATHEW
Log No.; IIT 2/2 ACTION COPY:
To. MATHEW INTRATRAD INFORMATION [/
OEBENHAVN g / 14
FROM: DECODED BY: /
TEXT:

STAYING GENEVA TO SEE GUETTA, LEAVING MONDAY VIA LONDON TO
FRIENDSHIP ON SR810 AND PAGL

DIAMOND

FAMILY NOTIFICATION BEING MADE.

MPB

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE COMMUNICATIONS SECTION, EXT. 2021

DUPLICATE






INTERNAT|ONAL DEVELOPMENT ] INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM & B 77

TO:  Mr. Ravi Gulhati DATE: geptember 2L, 1970

: IA
FROM: Alexander Stevenson 7 i
£ N

i

SUBJECT: Proposed Study of the Textile Situation

I am afraid there is no easy or short answer to the
questions raised in your memcrandum of September 3. Indeed,
the whole question of the competitive situation in textiles
is a fairly complicated one.

As you know, Mr. Varon of the Trade Policies and Export
Projections Division, is participating in the Korean economic
mission concentrating mostly on Korean textile exports. He
should, I think, be able to meet your needs as far as Korea is
concerned. But because of the priority of other work he will
not be able to devote his attention to the Chinese and Hong Kong
industries in this fiscal year.

You will recall that I mentioned to you at the Economic
Committee that some studies of the textile industry in developing
countries are being carried out in the Economics of Industrializa-
tion Division. A paper on Exports of Cotton Textiles from Devel-
oping Countries to the U.K. and E.E.C. 1958-1967 was completed by
Mr. Geoffrey Shepherd, a Consultant to the Bank, in September 1969,
and issued as Economics Department Working Paper No. 52. Miss
Keough 1s working on a complementary paper on textile exports from
developing countries to the United States, and Mr. Shepherd has
completed a draft of a paper on comparative costs in textile pro-
duction. The practical implications of these papers will be
developed in a fourth paper by Mrs. Hughes discussing investment
guidelines for textile industries in developing countries. This is
scheduled for completion about the end of this calendar year.

I should think these papers, and particularly the last two,
will address some of the questions which may be worrying you. I
would, therefore, suggest that you get together with Mr. Macone and
Mr. Bohr to formulate more precisely the questions you have in mind
and see what has been or might be done to meet your needs.

If, at that point, you need additional work in a hurry I am
afraid we would have to look to the possivility of consultants doing
it, in which case you would have to help us find the money since we
have practically none left for "new starts".

AStevenson: Js

cc: Messrs. Diamond s
Kamarck
Macone
Bohr
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September 23, 1970

Mr. Vicente C. Lavides of Laguna Lake Development Authority of the Philippines
called today to say that he was in Washingtorn/and would have liked to have dropped
by to see you. However, he is returning th¢ to Philippines on Friday the 25th

and asked that you be let know thai.he wag/here with Mr. da Silva.

. N ,,.,___..~____‘___“_~_“\
ptember 28, 1970 ~ T

Argentine Ambassador is giving luncheon on Monday, October 5, at 1 p.m. at\;;;i>
residence and would like Mr. Diamond to attend P

N
j/(i;
: Y e
Invitations -
Wed. October T. Ambégador of Colmbia Reception T p.m. Q,i;jif
RSVP 387-5828 20 - 20th St. ("x

Friday, October 9. Ambassador of Uganda: Recepti T-9
RSVP Regrets only. 726-T100, ext. 27. 5009 F¥oughboro Rd4.

Also Fri. Oct. 9 the Hanemans Reception to say Eoo Ra

World Bank Building. Regrets only  477.2295. ﬂL}X\
.:/
Friday, October 2, Mr. Robert Nathan's Reception for Amb« obert
Newmann. RSVP.  393.4900. //
7/



K‘,}‘m;’;
crsulas G%/fﬁ
P
Mr. Diamond asked me to make the appointment for his annual physical on the Friday
before he left. He asked that it be made on a Wednesday or Thursday with Dr. Scott

.-~ at Johns Hopkins. Dr. Scott only sees patients on MONDAYS at HOPKINS -- Therefore,
I made the appointment for Monday. Cctober 12, 1970 -- See attached confirmation.

URGENT ~

% going to Central Ameria -- Patgefon to be included. Got this on Friday have made no

" arrangements.

_Letter and note attached for WD or re Dr. Sslma coming here on Nov. 5 or 6 and wants
¥ to see Diamond. o
/// LALD ot AA V- I o WY e BN
/ For you and Mr. Diamond:s information Mr. Norman Poser is coming in from New York on
Friday, October 2 and will.be seeing Mr. Mathew at 9:00 or 9:30 a.m. Mr. Diamond may
want to see him.

N

LRI



=
'
IRE 138 TS ' R
Juit alngd - 14 '
R ) ’ ot
HEM UN. 3
CITE{TyY S ' 5
(\; Raaad bl .. '
?

. Y DevipDsow o -°
):—:\;?j:L J ; Coniy “‘»‘Tr ‘ “
t“‘?‘)-r[, 7 T8 I RT- y . .
(Tvory coAss) : _— ,W,C”)

FOLLOTING CA

PITODAY TO SIR HENRY P

YLJI?.’ } QUOTE DAVIDGOE HAS

13 5
PASGED OF YOUR MUGSACE COUCTRIIEG EIFIDA GFOIE WORSY HEFTIHG LAST WERK
1 LONBOY !‘.“ff) YOUR LOPE FOR IN JOVEHETRR 8T0P IE VIEW OF

‘-,v,-r»r(nrﬁr T I‘}

RS

HINE HOETHS LA &’T,Tj SIUCE YR FIRST CARLED OuR T

COHNGIDERING SIFIDA COMMA OUR UZCTERTAINTY ARODY HOW

AR W e At AT TS Ay
Ui AaD WEY GU MTOES 1T HAVE

‘

Yol !}l‘““r‘,.lqr\,‘!"'ﬂfr«/qr'

oA UE

i

¥uaT Ruviry mym

Y POR. PURPO OF THIZ REVIEY Y3

P |

VOULD LT TO AERAYEGRE D

ATLID SUAFP DISCUSATOT VITH YOU AD OVEFRS

ARDTHG POIICIES COitdA J
° Ko
. g i .

YAITATTINOY YT ASY/N v o oS AT AY TITIT MALE GEASTY op oo A IRTTT Y
BUSTUTSE PLALS 1"\.1') Fii :,Al\ri L CURLOGK 870F REGRED 70 S.‘\i_ PHIS

C

’[“"',L(H STOP 1Y VIDY UHCERTAINTY QUR

D IH TV

. 2 ) *

5 , (cver)

Mr. ‘f-filli am Diarond

s:svf:lop::zen' Finance Compan nics

Lagmt

S PR

e



»

s v
}'n rr'x et ‘A‘
, PACT SH0) |
v - -
NG COMDIA BPONGORS MIGHT WIBH 82T UP COMPANY IH OF our
1 115 QUR PLATIED REVI

3

r‘j {T JER S

STOP WE SHALL CABLY YO

DECISION 8T
oty -r)w s } {

i
D.f }\.n G
IOUOE DI A SNG ;

ANUCTE REGARDS : .

IRDTIG COPIES URIS CARLE PO DAVIDSOH YA

1

i-yw) ¥ “U"‘.G )

FE3

, .
o o
Por Yr. Gaud ,
¥r. Eino Sekse : ce: Messrs. Dianond
Operetions Officer i Adonaloh
sent Finonee Companies ;7 Sekse

Devolops
1 ‘ 3

WP
3
waa

¥Dianend [ECw

e



September 16, 1970

Mr, Nelson Schaenen

mth, nm & Co. Inc.

- 1345 Avenue of the Americas
New York, New York 10019

Dear Nelson:

I am just leaving the office for Copenhagen and so some-
one else will sign this for me,but I had not wanted to leave without
telling you that I had a very pleasant visit two days ago from Herbert
Bernenko. He struck me not only as a very civilized person who it
- was a pleasure to meet but glso one who can I think be of use to us
sometime in the future in connection with specific assignments in the
capital markets field. There are some parts of this very broad field
in which he obviously has a tremendous amount of experience to offer.
You will be interested to know that I arranged for him to meet Mr.
Gaud who had the same impression that I had and who has put Mr,
Bernenko down on his list of people to maintain touch with for the
future. .

I am grateful to you for telling me about Mr, Bernenko
and I hope you will remember us should other possibilities occur to you.

With best wishes,

Sincerely yours,

¥William Diamond
Director
Development Finance Companies

cc: Mr. Gaud
Mrs. Stone
WDiamond/smb



Mr. Neil J. Paterson September 16, 1970
wWilliam Diamond

Colombia - CALDAS

1. You are aware of the rumors that we have heard concerning problems
in CALDAS, which lead, among other things, to the resignation of three Vice-
Presidents. We have not, in the past, had any hard information and one
Director and Ocampo, with whom Arango met simultaneously in Bogota last
month, left with Arango the impression that the rumors were not founded.

I have now heard from various sources enough information to cause me con-
siderable worry. Enough to justify giving thought to arranging for a
special and particularly intensive investigation of the affairs of CALDAS.

I have discussed this with Arango and he is in agreement that something like
this should be done. I shall be back in touch with you in due course. But
I wanted to put you on notice now, so that you would not take any action to
complete IFC's new investment in CALDAS until we are satisfied with the
company. I can tell you also that, if what I have heard closely resembles
the truth, there is not much likélihood of CALDAS' participation in the next
Bank loan and, indeed, we shall have to think about whether action is
appropriate. .

2. I propose to continue these enquiries privately in Copenhagen,
and will tell you more there.

cc: Messrs. Arango
Acevedo
Hughes

WDiamond/ smb



Mr. Neil J. Paterson September 16, 1970
William Diamond

Central America

1. You are aware that the memorandum I wrote to you and Gutierresz
somettime ago about dealing with Central America is being acted upon,
following its approval by all goncerned, up to the President. The mission
to consider the problems of the industrial sector will be leaving next
month. It is being supervised by the Industrial Projects department but
this Department has contributed three members to it, including its head.
In general the mission is going the job proposed in my original memorandum
and agreed by all concermed. :

2. Except for one thing: I proposed that the mission include
someone technically qualified to advise on the feasibility of the establish-
ment of a Central American stock exchange. I have now learned that this
proposal has been dropped, partly because of the convic#iion that such a
technical job would be better done later, after the more general findings
of this mission were available, as a framework within which to consider :
the more narrowly technical aspects of a stock exchange. I am unhappy about
this, but I can't disagree with it.

3. I understand that your staff have been aware of this, and I imagine
therefore that you are too. But I thought I wought to call it to your
attention since it does depart from the recommendation I once made, with
which you had agreed.

ce: Messrs. Culhati
Mirski
WDiamond/smb
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September 15, 1970

The Honorable Hiram Leong Fong
United States Senator

Room 1313

New Senate Office Pullding
W’ D.C.

Dear Senator Fongs

I enjoyed very much meeting you yesterday afterncon, and the
opportunity to talk to you about the work of the World Bank Group
i.nprcmugm and providing finance to development banks around the
worid,.

You askeéd for some literature about such institutions in the
Pacific Ares. I take pleasure in enclosing herewith copies of the
Annusl Reports of the five development banks in that part of the
world to which we are providing finance. They are the Korea Develop~
ment Finance Corporation, China Development Corperation, Private

each the companies, and the names and addresses of their chief
executive officers.

We talked about the possible interest of investors from your
State in that part of the world generally, and in such institutions
in partieular. I am confident they have much to offer as
for investors and businessmen in those countries. I would to
repeat my offer to introduce you or any of your constituents whom
you commend to those development banks,

Mr. Wieczorowski's visit and mine, and our
hnwmniud questions in your mind. If so, please do
to D

With best wishes,

4

§

s might
te

g
%

Sincerely yours,

William Diamond

Development Finance Companies
Attachments

cer Mp. Wieqaoneesich



ASSCCIATION | RECONSTRUCTION AND DEVELOPMENT | ~ CORPORATION /.

OFFICE MEMORANDUM

TO: Mr. Neil J. Paterson - DATE: September 1L, 1970
FROM: Yiltiam Diamond

SUBJECT: GRENCE - NIBID

'

1. As you know, Cominos turned a cold shoulder to our offer of

finding a new arrangement among NIBID's shareholders; and we have (that
is, I hope you have) turned down Waage's request to participate in a
canvas of the Foreign Shareholders to determine their views. Neverthe-
less, we need to settle our views on what should be done when the present
Shareholders' Agreement expires: first, because we need to be ready. to
react to proposals from them, and second, because I imagine our views
will carry weight with other interested parties.

2; Attached is a proposal for your consideration.
3. It should be reviewed with the following in mind.
" (a) The present Sharcholders' Agreement will expire, and NBG will

then automatically run the show. There is no way to force
NBG to abdicate this position, if it does not wish to.

(b) The proposal is a conventional arrangement, but calling for
proportional voting in selecting a Board and providing for
decision-making in the Assembly and Board by more than a
majority vote on only a smell number of crucial issues,
including selection of a manager.

(c) It provides for the Board to give powers to the manager,
rather than the Chairman alone.

L. TUnder this set-up, IFC is not automatically assured a seat on the
Executive Committee. Such assurance could come only through a share-
holders' agreement. This could be done by the Foreign Shareholders
alone, but I think IFC should accept designation only 1f NBG is party
totM?aneamnm

- 5.  What's to be done now? The attached paper is a proposal to al&
shareholders, not to the foreigners alone. It might be wise - if you
agree with the substance- to try it out on Cominos and two or three
foreign shareholders in Copenhagen. The one very delicate matter to be
dealt with is the position of IFC. I'm not sure IFC should propoce for
itself a sure seat on the Board and Executive Committee; on the other
hand, I think IFC should be on both.

6. Let's discuss this Monday or Tuesday. I leave for Copenhagen
Wednesday evening. ”

Attachment

cc: M/s. Linder, Gustafson, Grayson
WDiamond:bda
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Seplemper 13, 1970

Proposed New Struclural Arrangements for NIBID

1s . NIBID's Shareholders' Agreement is about to expire. It was entered
~into, almost 8 years ago, when NIBID was set up, in order to establish an
-environment of stability and confidence among the shareholders in which NIBID
could develop into a sound and effective financial institution. That objective
has been well served. NIBID has become a strong and respected institution,
thanks to the continued support of its shareholders, to the financing provided
by the NBG, the Vorld Bank, and the Bank of Greece, and above all to the skill
of its manager in developing NIBID as an autonomous financizl institution.

2. In considering future arrangements among the shareholders, two related
objectives should predominate. -

a. NIBID should look forward to broadening (rather than further con-
centrating) its owmership, both by progressive sale of holdings
by present shareholders, and by sale at the earliest feasiblemoment of
new shares, to new investors. '

b. NIBID's management structure (including its Board and Executive
Committee) should reflect the real ownership of NIBID and should
assure a fair participation to minority shareholders.

Neither the Articles nor an agreement among the shareholders should contain
any provision which might frustrate these aims. If possible, the functioning
of NIBID should be determined entirely by its Articles, without reliance upon
a side agreement among shareholders.

3 Accordingly:

a. Shareholders should be free to buy or to sell all or any of their
shares.’ ' . )

b. The foreign shareholders should not have any position in the
composition of Board and Executive Committee beyond those to which
the number of their shares entitle them, nor should any other share-
holder or group of shareholders. - .

¢. The Consultative Meeting of shareholders should be abolished.

d. The‘Board should be chosen by the shareholders on the basis of
proportional representation (except, possibly, IFC, as in 5 below).
" . = . '
- €. The Executive Committee should mirror the Board. ]
f. A11 matters voted upon in the Assembly, Board and Executive Committee
should be decided by majority vote, except that:

(i) Aspresently provided for in Article 15 of NIBID's Articles, 3/5
plus 1 of those present at a shareholdersmeeting should be
required to change NIBID's nationality or objectives, to
increase or decrease its capital, to issue bonds, to modify

© profit distribution and to merge, extend or dissolve NIBID.




s

(ii) A 3/l vote of the entire Board should be required for the
-selection of the General Manager. i

g;' The General Manager elected by the Board, should receive his powef
* from and be responsible to the Board and should be NIBID's chief
executive officer. _ i e Y ‘ 2 B

~Such provision establishing NIBID along more conventional corporate lines, would
permit free movement of shares, would assure a management structure responsible
to the majority shareholder (or shareholders) while giving the minority shareholder
(or shareholders) a fair chance to express views, and would call for a reasonable
concensus among both groups on a very few crucial issues.

& » .o . * 1 o

. It should be possible to provide for the forgoing in the Articles. Only
one matter calls for a special arrangement among the principle shareholders, within
the framework referred to in 3e: that is, the composition of the Executive Committee.
Given the present composition of shareholdings (and consequently of the proposed
Board), it would be reasonable to have an Executive Committiee of 6 or 8 persons,

half of them selected by the National Bank of Greece and the other half, by
ne other shareholders. _ , : _

a. An agreemenf among the éharehdldérs; including NBG,would be needed
to fix this arrangement - "until the composition of owmership sub-
stantially changes™. )

b. An_undefstanding among the shareholders other than NBG would be
needed to assure an orderly distribution (rotation) of their half
of the Executive Committee.

5. JFC is in a peculiar position: it is represented on NIBID's Board, by

. the wish of both Greek and foreign shareholders. There would be important advantages
to its continuing to be on the Board and to its being on the Executive Committee.

This could be achieved, however, only by agreement among the shareholders. IFC

would want NBG to be party to such an agreement, which would thus be included in
"he document which reflects lia above.

B These arrangements would work test if the Executive Cormittee met more
frequently than is now the case. On the other hand the full Board need not meet
more than 2 to L times a year. ¥ ! b - &

Te Thouéht should be given now to the feasibility of increasing NIBID's
ownership as soon as possible and in particular, the timing and amount of an

expansion of NIBID's share capital by sales to new investors and to the impligations
of such a step. £ : o . ;

~
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106G (Mr, Diamond o/r - copies i‘ﬁ:o Ursula and Jeri)

8/17 Mr. Hoffman (x2173) called today to inquire if you could attend the EDI luncheon
during the Annual Meetings -- Wednesday, 23rd of kSept.--Formaf-invitation will be forth-
coming--(note IFC reception and luncheon is on this date). O

8/18 Formal invitation to the IFC reception and luncheon received.--September 23rd at
12330 p.m. in Copenhagen (invitation attached). 7 Laan kokin oD
|

8/19 Pr&posed itinerary for your travel to Copenhagen received and attached.

8/20 1Invitation to 'H Delegations' luncheon to annual meetings received and attached--
Monday, Sept. 21 3#'{2 :30 p.m.

Mr, Melvin McCall of the African American Institute called today re a meeting
sometime during the month of September between you and the Msgr. Tharcisse Tshibangu
(whom you apparently met in the Congo). The subject of this meeting would be
assistance to the University. We gave him your schedule for Sept. Mr. McCall

will ecall back to try to set up such a meeting.

Mr, Nowack (AID) would like you to call 632-9122

Mr. Grayson stopped to say that Mr. Vallenilla would like an appointment to see
you during the Annual Meetings. He will be in Copenhagen between the 22nd and 25th
of September. ket

The tax and retirement office called--

Your own personal traveler's checks xmxx for your trip to Copenhagen will have to
be purchased through American Security and Trust Company.

8/2 Mr. Earl Smith called -- would like a call when you return.

Mr. Wieczorowski's secretary called--asked for a time on Tuesday, Sept. 15
(very tentatively) for a meeting with him and Senator Fong of Hawaii. I told
her that this was Board day and that from 10:00 a.m. until 3:00 p.m. you

were usually tied up. She said she would keep the time frame in mind when
talking with the Senator's office and she will call us back.

8/25 Mr, Humberto Esteve of A. D. Little called--will call you after the 3lst.



September 1l, 1970

Dr. Gerhard Rohnfelder
855 Forchheim Ofr.
Nurnberger Str. 9
West Germany

Dear Mr. Rohmfelder:

Please forgive the mix-up which led to my cahle to you,
last week. As you now know, it is we who erred; your letter
hadn't mchod me. I'm sOrry.

I'm even more sorry about your decision -~ even though it
came as no surprise to me. However, good luckl

Please do stay in touch. There may very well be occasions
on which you can be of some help to us - perhaps on an ad hoc con-
sulténg assignment. Would that interest you?

Indidentally, I note that you have developed some ideas
on your tour. If they concern development banks, I'd be grateful
to discuss them. I would also be grateful for your obnrvatim
on any such institutions you visited during your trip.

With all good wishes,

Sincerely yours,

Willgam Dismond
Director
Development Finance Companies

WDiamond/msb



Mp., Christopher Lethbridge Sehtegher 1k, 1970
William Dismond
Pakistan -~ Timing of PICIC Mission

I have seen your draft memorandum on this subjeet.

Let us proeceed with the appraissl mission as scheduled,
which, I believe, is for October, despite the change in the
date of the elections. In viev of the time required for com-
pleting the appraisal report and processing it here, with luck
we vill be able to proceed to a loan without any delay. b4 4
there should be a delay for vhatever reasen, we can worry then
about what measures, interim or otherwise, ought to be tsken.

The Ares Department is in agreement with this view.
You ought to lay on your mission arrangements accordingly.

e¢ fr, Wiehen

Whiamond ua
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FIMNANCE ;
ASSOC!ATION RECONSTRUCTION AND DEVELOPMENT CORPORATION }\.
TO: Mr. Neil J. Paterson = DATE: September 1k, 1970

FROM: William Diamond

SUBJECT: GRELCH - NIBID

1. As you know, Cominos turned a cold shoulder to our offer of

finding a new arrangement among NIBID's shareholders; and we have (that
is, I hope you have) turned down Waage's request to participate in a
canvas of the Foreign Shareholders to determine their views. Neverthe-
less, we need to settle our views on what should be done when the present
Shareholders' Agreement expires: first, because we need to be ready to
react to proposals from them, and second, because I imagine our views
will carry weight with other interested parties.

24 Attached is a proposal for your consideration.
3, Tt should be reviewed with the following in mind.
(a) The present Shareholders' Agreement will expire, and NBG will

then automatically run the show. There is no way to force
NBG to abdicate this position, if it does not wish to.

(b) The proposzl is a conventional arrangement, but calling for
proportional voting in selecting a Board and providing for
decision-making in the Assembly and Board by more than a
majority vote on only a smell number of crucial issues,
including selection of a manager.

(¢) It provides for the Board to give powers to the manager,
rather than the Chairman alone.

L. TUnder this set-up, IFC is not automatically assured a seat on the
Executive Committee. Such assurance could come only through a share-
holders' agreement. This could be done by the Foreign Shareholders
alone, but I think IFC should accept designation only if NBG is party
to the agreement.

5. TWhat's to be done now? The attached paper is a proposal to all
shareholders, not to the foreigners alone. It might be wise - if you
agree with the substance- to try it out on Cominos and two or three
foreign shareholders in Copenhagen. The one very delicate matter to be
dealt with is the position of IFC. I'm not sure IFC should propose for
itself a sure seat on the Board and Executive Committee; on the other
hand, I think IFC should be on both.

6. Let's discuss this Monday or Tuesday. I leave for Copenhagen
Wednesday evening. 3

Attachment

cc: M/s. Linder, Gustafson, Grayson
WDiamond:bda



September 13, 1970

Proposed New Structural Arrangements for NIBID

1. , NIBID's Shareholders! Agreement is about to expire. It was entered
into, almost 8 years ago, when NIBID was set up, in order to establish an
environment of stability and confidence among the shareholders in which NIBID
could develop into a sound and effective financial institution. That objective
has been well served. NIBID has become a strong and respected institution,
thanks to the continued support of its shareholders, to the financing provided
by the NBG, the World Bank, and the Bank of Greece, and above 21l to the skill
of its manager in developing NIBID as an autonomous financial institution.

24 In considering future arrangements among the shareholders, two related
objectives should predominate.

a. NIBID should look forward to broadening (rather than further con-
centrating) its ownership, both by progressive sale of holdings
by present shareholders, and by sale at the earliest feasible moment of
new shares, to new investors.

B. NIBID's management structure (including its Board and Executive
Committee) should reflect the real ownership of NIBID and should
assure a fair participation to minority shareholders.

Neither the Articles nor an agreement among the shareholders should contain
any provision which might frustrate these aims. If possible, the functioning
of NIBID should be determined entirely by its Articles, without reliance upon
a side agreement among shareholders.

35 Accordingly:

a. Shareholders should be free to buy or to sell all or any of their
shares.

b. The foreign shareholders should not have any position in the
composition of Board and Executive Committee beyond those to which
the number of their shares entitle them, nor should any other share-
holder or group of shareholders.

c. The Consultative Meeting of Shareholders should be abolished.

d. The Board should be chosen by the shareholders on the basis of
proportional representation.(except, possibly, IFC, as in 5 below).

" e. The Executive Committee should mirror the Board.

f. All matters voted upon in the Assembly, Board and Executive Committee
should be decided by majority vote, except that:

(i) Aspresently povided for in Article 15 of NIBID's Articles, 3/5
plus 1 of those present at a shareholdersmeeting should be
required to change NIBID's nationality or objectives, to
increase or decrease its capital, to issue bonds, to modify
profit distribution and to merge, extend or dissolve NIBID.



-

(ii) A 3/L vote of the entire Board should be required for the
selection of the General Manager.

g. The General Manager elected by the Board, should receive his power
from and be responsible to the Board and should be NIBID's chief
executive officer.

Such provision establishing NIBID elong more conventional corporate lines, would
permit free movement of shares, would assure a management structure responsible

to the majority shareholder (or shareholders) while giving the minority shareholder
(or shareholders) a fair chance to express views, and would call for a reasonable
concensus among both groups on a very few crucial issues.

by It should be possible to provide for the forgoing in the Articles. Only
one matter calls for a special arrangement among the principle shareholders, within
the framework referred to in 3e: that is, the composition of the Executive Committee.
Given the present composition of shareholdings (and consequently of the proposed
Board), it would be reasonable to have an Executive Committee of 6 or 8 persons,

half of them selected by the National Bank of Greece and the other half, by
the other shareholders.

a. MAn agreement among the shareholders, including NBG,would be needed
to fix this arrangement - "until the composition of ownership sub-
stantially changes".

b. An understanding among the shareholders other than NBG would be
needed to assure an orderly distribution (rotation) of their half
of the Executive Committee.

5. IFC is in a peculiar position: it is represented on NIBID's Board, by

the wish of both Greek and foreign shareholders. There would be important advantages
to its continuing to be on the Board and to its being on the Executive Committee.

This could be achieved, however, only by agreement among the shareholders. IFC

weuld want NBG to be party to such an agreement, which would thus be included in

the document which reflects lLa above.

6. These arrangements would work test if the Executive Committee met more
frequently than is now the case. On the other hand the full Board need not meet
more than 2 to Y times a year.

Te Thought should be given now to the feasibility of increasing NIBID's
ownership as soon as possible and in particular, the timing and amount of an

expansion of NIBID's share capital by sales to new investors and to the implications
of such a step.




September 11; 1970

Khun Somiail Hoonbrakool

Genersl lanager

The Industrial Finance Corporation
of Thailand

101 Narst Road

Bangkok 5, Thailand

Deazr Khun Sommal:

Many thenks for your letter of August 31, 1970
_addressed to Mr, Diamond. He is at present away from the
Bank but will be back next week when your letter will be
shown to him. Me. Diamond will of course be discussing
with you at Copenhagen natters concerning IFCT and cur
end~use mission will only be sent thereafter. Meanwhile,
we are holding our mission in readiness to start work at
I¥CT on Cctober 19 should this timing prove convenient to

TOUo

With best regards,

. Sincerely yours,

P. M, Mathew
Deputy Director
Development Finance Companles

SGuptaschbm .

cc: Mr. Diamond (o/r)

ce: lessrs. Gibbs
Stepahnsen



September 9, 1970

TO: Messrs. Cope, Chadenet, Gabriel, Cancio

FROM: William Diamond

SUBJECT : Revision of Operational Memorandum on Development
Finance Companies

Here is a rough draft revision of 0.}M.5.11, and a draft memo-
randum about it. I should be grateful for an early reaction to it.
Thereafter I shall arrange for a wider circulation and review of the

draft.

cc: Messrs. Mathew
Gulhati
DFC Division Chiefs

WDiamond: jmb



TO:
FROM:

SUBJECT:

1.

DRAFT
September 9, 1970

William Diamond

Revision of Operational Memorandum on Development Finance

Companies

Attached is a draft revision of 0.M. 5.11. The March 31,

1968 version has been changed to reflect:

a.

£.

R68-99 of June 11, 1968 regarding Bank support to
government-controlled DFCs;

R68-20L of November 1, 1968 on various aspects of Bank
Group policy regarding DFCs and R68-39 and IFC/68-13

of November 25, 1968 setting forth the Directors' deci-
sions on R68-20L;

the shift of the IFC Department from IFC to the Bank;

the memorandum of May 2, 1969 from the Director of Adminis-
tration regarding the handling of sub-projects under loans
to DFCs;

Administration Circular of May 6, 1969, on "Responsibility
of Development Finance Companies Department for Financial
Intermediaries";

SecM70-149 of April 8, 1970 on interest rates charged by

DFCs and on government privileges accorded them,



The revision also contains cross-references to other Operational Memo-
randa, so as to make it clear--as the previous version may not have
done clearly enough--that DFCs are dealt with within the normal frame-
work of Bank policy

2. Although this revision is based primarily on existing policies

and practices, particular attention is drawn to the following matters:

a. Paras. 1-5. The definition of DFC set out in the Adminis-
trative Circular of May 6, 1969, has been followed except
that:

(1) Agricultural credit banks are called DFCs, but are
said to be subject to a separate regime in the Bank;
(ii) International or multinational institutions are not
necessarily excluded from the definition.

If these are agreed, 0.B. 1.12 needs revision.

B Para. 1li. Housing is explicitly included as a possible
object of Bank financing through a DFC.

c. Paras. 15-16. While the Bank continues to insist that a

DFC's business be primarily the financing of private in-
vestment, it does not rule out some financing of state
enterprises.

d. Para. 17. The Bank is said to prefer a privately owned and
controlled company, but will not let ownership alone stand

in the way of a loan.
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Paras. 19-21. The Bank's most recent views on government

privileges and subsidies to DFCs are recorded.

Paras. 25-28. So also are the latest views on interest rates

charged by DFCs.

Paras. 30-31, 33, U48. These reflect the increasing concern

with the DFC's contribution to economic growth.

Para. 37. A two-year period remains as the normal period
for a typical Bank loan; but the reference to a shorter
period in the case of very large loans to companies with
high free limits, has been dropped.

Para. Lli. The current practice of immediate crediting of
the Loan Account, is recorded. (And the reference to the
Bank's interest rate has been dropped, since the Bank's
standard practice is now followed.)

Paras. 54, 61. A DFC with which the Bank has had a long

and satisfactory experience, may be allowed a fixed
amortization schudule. The Bank may also accept its
certification, rather than conventional documentation, as

a basis for disbursement.

Para. 55. The requirement of prior Bank approval for all

investment projects calling for the use of a Bank loan for

investment in share capital, has been dropped.
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1. Para. 57. Reference to use of a loan to a DFC to finance
foreign or domestic expenditures, has been explicitly made
to conform to the Bank's standard practice.

m, Para. 60. The loan may be used to finance technical assistance,
in accordance with the Bank's general practice.

3. While revising O.M. 5.11, various issues or questions emerged,

not all of them new, about existing policy and practice. Thus:

a. Our dealing with debt/equity ratio needs review, e.g., degree
of subordination justifying inclusion in the borrowing base;
exclusion of certain maturities of "quasi-equity" from the
borrowing base.

b. Objectives of an "aggregate free limit."

Cs Need for the present kind of covenant '"protecting the
Bank's interest."

dx Covenants on subsidiaries and on exchange risk.

Some of these (and others) might affect 0.M. 5.11; some would only affect
practice. But all need careful thought. However, since 0.M. 5.11 is

badly out of date, I thought it best to proceed with the revision before
following through on outstanding issues. When they are resolved, 0.M. 5.11

can be revised again.

WDiamond: jmb
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DEVELOPMENT FINANCE COMPANIES

Part I. General

1. Definition. Many widely different types of institutions call them-
selves development banks or development finance companies. In the World
Bank Group, these terms, which are used interchangeably and will henceforth
be referred to simply as DFC, are applied to financial intermediary insti-
tutions whose principal function is to provide medium- and long-term finance
for investment in private enterprises. Included are financial institutions
which specialize in particular sectors of the economy (e.g. manufacturing,
agriculture, tourism, housing, etc.) as well as multipurpose institutions
which combine the financing of two or more economic sectors.

2 Some types of intermediaries have as their main function the pro-
vision of financial and other advisory services. They may also provide
financial resources but that is a secondary aspect of their operations.
Such institutions are not considered DFCs.

3. Off-Shore and International Companies. A company which meets

the Bank's definition of DFC may not in fact be resident in the member
country in which it operates. On the other hand, such a corpany, whether
or not resident in a member country and whether inter-governmental or
private, may be established to operate in several member countries. So
long as an off-shore or an international company fits the definition set
out in paragraph 1, it will be considered a IFC and will be dealt with in

accordance with this Memorandum.
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b. Agricultural Credit Institutionms. Agricultural credit institutions

are DFCs but are excluded from consideration in this memorandum. They are
subject to a different regime in the World Bank, and are dealt with
separately in 0.M. 5.30.

5. IFC. The Tnternational Finance Corporation also deals with DFCs.

Tts role in dealing with such institutions in the Bank Group is spelled out
in paragraph 38- In general, IFC's policy with respect to DFCs is the
same as that of the Bank except where IFC's special nature calls for
differences. Although this memorandum concerns Bank policy, it is generally

applicable to IFC, except as specifically noted.

Part II. Characteristics of IFCs Eligible to Receive Finance from the Bank

Objectives

6. The Bank is interested in promoting, strengthening and financing
DFCs. Its principal objective in doing so is to help build strong and
effective investment institutions which can channel domestic savings and
external capital into productive private investment, thus contributing both
to the growth of those enterprises and to the development of the capital
market in its member countries. A corollary benefit is that, by making
loans to DFCs, the Bank can provide capital to enterprises which, for
whatever reason, it cannot finance directly. The Bank's policies towards,
and relations with, DFCs aim at building institutions which will contri-
bute to financial and economic development. In considering support for

a DFC, therefore, the Bank must examine (a) the DFC's management, policies,
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operations and financial position and prospects, with a view to determining
whether it is, or can become, a strong, viable, independent financial insti-
tution, (b) the DFC's ability or potential ability to mobilize savings

on market terms and to allocate them in a manner conducive to sound economic
growth, and (c) whether the economic environment and the government's
policy are conducive to the promotion of the types of productive enter-
prise financed by the DFC as the background against which to judge the DFC's
past performance, prospective performance and ability to help influence the
environment in which it works. Consideration of the government's policies
regarding productive investment and of the measures that may be needed to
revise those policies, are important in this connection because Bank
financing of DFCs is its principal device for assisting directly productive
activities.

s Circumstances peculiar to a member country sometimes require the use
of an official financial intermediary to finance projects which the Bank

has itself appraised and which it would prefer to finance directly. Such
has, for example, been the case of the Bank's loans to the Japan Develop-
ment Bank and to the Yugoslav Investment Bank for the benefit of particular
industrial enterprises or the Bank's loans to CORFO of Chile and to

Nacional Financiera of Mexico for infrastructure projects. In such cases,
the intermediary is only an incidental object of the Bank's interest. This
memorandum is not concerned with such intermediary institutions, which are

simply conduits for Bank funds, nor with the loans made through them.



Conditions for Assistance to DFCs

8. In looking at a request to help establish, reorganize, finance or
otherwise assist a DFC, the Bank will be governed by the following principal
considerations.
a. The government must be pursuing policies, which the Bank con-
siders sound, to stimulate investment and growth in the sector or
sectors which a IFC finances, or plans to finance.
b. The encouragement of productive private investment must be
among the member country's over-all aims, and there must be a
climate conducive to the growth of enterprise.
Ce There must be opportunities for a substantial volume of
private investment in the sector or sectors concerned, and hence
good prospects for a continuing demand for medium- and long-term
loans and for equity capital.
d. Institutional arrangements for providing medium- and long-
term capital must be deficient and a DFC must be capable, partly
or fully, of compensating for the inadequacy; or, if the request
concerns an existing DFC, it must, on its record, be capable of
using capital effectively.
e. The creation, expansion or reorganization of a DFC must be
a matter of relatively high economic priority in the member country

concerned.



Characteristics of Eligible DFCs

9. General. The kind of DFC which the Bank prefers to finance is one
which is owned by a broad range of investors, foreign and domestic, but
with a clear domestic majority; has government support but is not the
object of government intervention or influence in its operational decisions;
is active in the mobilization of private domestic savings and in raising
resources abroad; provides finance primarily to privately controlled enter-
prises; is active in the identification and promotion of new projects;
assists entrepreneurs in formulating and carrying out investment projects;
makes its investment decisions after careful appraisal, on the basis of
sound economic and financial criteria; is empowered to make medium- and
long-term ‘oans, invest in share capital, underwrite securities, provide
guarantee or to provide finance in any other form suitable to the needs
of enterprise; combines financial prudence with a willingness to take
risks; earns a reasonable return on its capital; makes a demonstrable
contribution to the economic development of the member country.

10. Not all companies have all these features and many can be acquired
only after a substantial period of experience. lNMoreover, not all these
characteristics may be appropriate or sought for in every case, for a

DFC has to fit the needs and suit the conditions of the country in

which it operates. Ownership, capital structure, scope of operations,
policy orientation and other aspects of a DFC may differ widely depending

on the interests of its sponsors and the conditions and needs of the country
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concerned. But several characteristics are crucial to the Bank: the
capacity to use capital effectively, the maintenance of a sound financial
position and the potential to contribute to the development of the member
country.

11 Policy Orientation. The Bank needs to be confident that the DFC's

objectives are, and that its behavior will be, consistent with the Bank's
oun objectives and with the developmental objectives of the member country
in which the DFC is located. Such confidence emerges from intensive dis-
cussions with the sponsors of a new DFC or with the board and management

of an existing one (and, where appropriate, with the government); and it

is usually reflected in a formal statement of operational and financial
policies which spell these out in somewhat more detail than is feasible

or appropriate in a charter or articles of association. Such statements
vary from one DFC to the next, but they usually contain certain items,
including a declaration of the DFC's developmental objective; a specifi-
cation of the sectors in which it proposes to work; the kinds of investments
and other operations it plans to undertake; the principal criteria on the
basis of which it will make investment decisions; its views regarding
diversification of risk (e.g.,nmximum and minumum size of investments

and maximum exposure in equity); other aspects of prudent financial policy
(e.g., debt limits, provisions, reserves); staff development plans, etc.
This stetement is intended to provide, not inflexible regulations, but
general guidelines from which the DFC may depart in appropriate circumstances,

after due deliberation.



124 Confidence in the policy orientation of the IFC is always important
to the Bank; but it is especially important when the Bank has been instru-
mental in obtaining private investors, foreign or domestic, to whom the
policy statement may have provided substantial reassurance. In any case,
the DFC's behavior is continuously judged against the background of the
agreed policy statement or, where there is no formal declaration, of the
understanding with respect to general policy orientation.

13 Management. Satisfactory management is of fundamental importance to
the success of a DFC. It must be well run, in accordance with sound
business principles, by experienced management capable of holding the
confidence of the company's shareholders and creditors, private or
governmental, and of resisting pressure to make decisions on any other
basis. The Bank will not lend unless it considers management satisfactory
or, if it needs strengthening, unless arrangements have been made to
provide management with experienced advisors, senior staff or others.

The quality of management remains under continuing scrutiny, and is

basic to a decision to continue to finance the company.

1L. Scope of Operations. lMost of the DFCs supported by the Bank specialize

in financing industry or agriculture, and usually not the two sectors
together. However, those that focus on the manufacturing sector are often
engaged in other sectors as well, such as large-scale agriculture and
tourism. The Bank is prepared to finance both a specialized DFC and a

DFC serving several sectors, so long as it meets all the other criteria,
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Tt will consider financing DFCs specialized in tourism, housing or other
important activities.

15. Focus on Private Investment. In most member countries, the bulk

of productive enterprise is undertaken privately and DFCs are the only
significant instruments through which the Bank can assist, on a broad

from, the directly productive sectors of economic activity. The Bank
therefore finances only DFCs whose business is financing private enter-
prises. Experience suggests that a DFC, even a private one, which

combines investment in the private sector with the financing of state
enterprises, sooner or later tends to favor the latter to the detriment

of the former. DMany such DFCs, recognizing this fact, and the pressures

it leads to, establish for themselves, from the outset, a clearcut policy
which preciudes the financing of enterprises in which the state holds a
substantial share.

16. In some member countries the financing of state enterprises is a matter
of priority and a DFC can serve an important purpose by assisting them.
Sometimes, too, such business can help assure the viability of a DFC, which
would otherwise have insufficient demand for its capital and services. The
Bank is therefore ready to allow a DFC it finances to assist state enter-
prises (and to use the proceeds of a portion of a Bank loan for such
enterprises), so long as they are the subject of particularly careful
scrutiny by management and board and so long as it is clear that the main

business of the DFC continues to be financing private investment.
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54 Ownership. The Bank prefers a DFC which is owned by a broad range
of investors, foreign and domestic. It also prefers that private investors
be in a controlling position, because such control helps assure continuity
of sound policy and experienced management and the conduct of the DFC's
business on the basis of sound economic and financial, rather than political
criteria. However, the Bank does not exclude from financial assistance

a DFC which is government-owned or controlled, so long as management is
technically competent and so long as the Bank has solid assurance of its
continuity and freedom from interference in carrying out its task. In
either case, whether the IFC is privately controlled or government-con-
trolled, the Bank tries to assure itself that government policy is to
allow the DFC adequate autonomy to carry on its day-to-day operations, and
will not intervene in the DFC's business decisions by virtue of government
ownership, special benefits government has given the DFC, or general
authority and influence.

18. The Bank encourages foreign participation in the ownership of

DFCs, so as to facilitate the introduction of experience in investment
banking and contacts with foreign business, both technical and financial.
But the Bank will not support a DFC unless there is some domestic partici-
pation, private or governmental, and prefers that domestic participation
be in the majority in order to assure that the DFC is identified with the
member country and to facilitate the governmental support which the IFC

is likely to need. Sometimes, conditions in the member country require
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that the DFC appear to have a national identity, and hence a domestic
majority. In some such cases, IFC has been accepted by the government
and the sponsors of a DFC, not as a foreign investor but as a domestic
institution, by virtue of the fact that the country concerned is a
member of IFC and that IFC has been willing to restrict its sales of the
DFC's shares to local private investors. IFC's investment in the DFC
may then provide the requisite de facto "domestic" majority.

1.9 Government Support. Government support, in one form or another,

is generally needed by a IFC. For instance, a government guarantee is
required for a Bank loan. In many instances, the government is the only
domestic source of capital available to the IFC. Beyond this, however, a
DFC may need special privileges (beyond those normally given in the
country to financial institutions or to new enterprises) if it is to be
financially viable. This is particularly so if it is designed to be
attractive--eventually, if not immediately--to private investors. For

it is rarely easy to attract private investors into a DFC, given the
returns from alternative investment opportunities, and governments
therefore provide subsidies to induce private investors to subscribe to
the share capital of a DFC. Government-owned or controlled companies

may also be accorded the same types of privileges, in order to help
establish their financial viability.

20. Governments accord privileges to DFCs in various forms, including
tax concessions on income or capital gains, freedom from competition from

government credit institutions, guarantees for Bank and other loans, pro-
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tection against foreign exchange risk, special rediscounting facilities
from the central bank, and provision of capital in one form or another.
One common form of subsidy is a low-cost (sometimes interest-free) long-
term loan, which is especially significant if it is also subordinated, in
the event of liquidation, to the DFC's other debt or even to its share
capital. Such a subordinated loan provides a subsidy to the shareholders
and better debt-service coverage to other creditors. Other creditors

may also view such a loan as part of the base on which, together with
equity, senior creditors would be prepared to lend; this "quasi-equity"
thus improves the leverage on share capital and enhances profitability.
214 However, the achievement of viability as the result of special
government privileges, especially if they take the form of cheap capital,
may have undesirable results. It may expose a DFC to political pressure
and may deprive it of the discipline of raising capital on market terms,
thus diminishing its potential role as a mobilizer of private savings.
Accordingly, such concessions should be the minimum necessary to assure
financial viability and, in the case of a private company, to induce private
investors to subscribe to a DFC's share capital. Low-cost subordinated
government loans are considered appropriate only when a new financial
institution is being established, but not as a necessary feature in

all such cases. After the initial period, further injections of cheap

or subordinated capital are carefully scrutinized for their justification

and may not be supported by the Bank. Indeed, the continued existence of
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low profitability will be a signal for a general re-assessment of the
adequacy of the interest rate and other charges for the DFC's capital
and services.

22. Return on Capital. The DFC must be earning, or give promise of

being able to earn, a satisfactory return on its capital. This might
not be important if the Bank's only objective were providing its own
capital for productive investment, provided the solvency and liquidity
of the DFC and repayment of the Bank's loan were assured. The Bank is,
of course, concerned with the aggregate internal economic return of the
projects financed by the DFC, in order to be sure that a Bank loan con-
stitutes a desirable use of resources; (and means are now being explored
to devise a way to bring such analysis to bear in appraisals of loans to
DFCs). But the Bank's aim is also to build a strong financial institu-
tion capable of an autonomous financial life. The DFC must therefore be
capable, by virtue of its own financial position and earnings prospects,
of attracting new capital, on market terms from both lenders and inves-
tors. (For a discussion of the difference between economic and financial
return, see O.M. 5.05.)

23. One common financial test is the return on the investment of an
entity. This test, which relates net annual income (before financial
expenses but after taxes) to total capital employed, permits a compari-
son with the cost of capital. However, this test is of limited useful-
ness for assessing the financial position of a financial intermediary,

as contrasted with a producer of goods. Another common financial test
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is the net return on equity. Although this test may be of greater interest
to a private shareholder-owned company, it is a useful test for any DFC,
private or public, which must justify its existence by its ability to at-
tract share capital and to obtain debt. In evaluating financial return,
account must be taken of inflationary conditions in the country, i.e.sthe
real, not simply the nominal return, must be satisfactory. Account must
also be taken of the fact that govermments give some DFCs (especially
government-controlled companies) developmental functions considered to be
in the national interest which involve costs to the DFC and for which
charges (or at least full charges) are not, or cannot be, made, thus ad-
versely affecting the DFC's financial return. These functions should be
financed whenever possible from special sources, such as direct budgetary
allocations, and not from the DFC's own capital or at its risk. In any
case, the Bank expects the DFC's accounts to be kept in such a way as to
permit accurate costing of its special development activities, so that
its normal financial functions may be assessed and the earnings of those
activities accurately measured.

2h. The financial viability of a DFC is not, however, appraised by any
simple test. An aggressive company heavily involved in promotion and in
equity investment may be sacrificing current earnings in the expectation
of substantial dividend income and capital gains later. A new company
with high administrative costs in relation to portfolio is likely to have,
initially, fairly low returns. The trend of change of the financial re-

turn is also relevant, as is the degree to which the return depends on
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subsidy. The financial return should therefore not be allowed to obscure
the basic factors generally underlying a DFC's earnings, which are mana-
gerial competence, administrative efficiency and the appropriateness of
the interest rate.

25+ Interest Rate. The interest rates a DFC charges are of major con-

cern to the Bank. As already noted, the DFC must earn a satisfactory
financial return; it must be able to cover its costs and provide satis-
factory provisions for losses, and must earn a surplus beyond this, if

it is to succeed in raising fresh capital from private sources, both from
lenders and investors. Of course, interest on medium- and long-term
loans does not constitute all of a DFC's earnings. The return on short-
term investment is also important (especially in the earlier years of a
DFC, when it is likely to have substantial liquid funds), as are service
fees, commissions on underwritings and other services, dividends on
equity investments, capital gains, etc. The margin which a DFC needs to
have between its borrowing costs and relending rates is affected by its
income from such sources as these. However, lending continues to be the
predominant business of DFCs, income from other sources is in general
relatively small, and thus the interest rate takes on critical importance.
26. The interest rate also has an economic aspect, which is of concern
to the Bank. The rate should bear a reasonable relationship to the real
cost of capital in the country concerned. Vhen a DFC's lending rate is
too low, allocation of resources will not take place in the most economic

manner and its capital might be used to finance uneconomic projects.
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While this may or may not be a matter of concern to the shareholders of a
DFC, it always concerns the Bank as a provider of capital; and it is also
an important issue to the government as both a provider and guarantor of
financial resources. The boards, and sometimes the principal sponsors,

of DFCs financed by the Bank, are committed by policies agreed with the
Bank to give attention to the economic use of their resources. The Bank
might, exceptionally, agree that a DFC subsidize its borrowers through low
interest rates despite the risk of consequent misuse of resources; but this
would have to be explicitly justified.

27. In considering the DFC's lending rate, account should be taken of
the rates at which it borrows, including the cost of Bank and other
external loans. Sometimes it receives capital from government on conces-
sional terms; and sometimes external loans are extended on a concessional
basis. While such concessions may be desirable early in a DFC's existence,
they may ultimately result in an unnecessary windfall to the shareholders
and may create a disincentive to the DFC's resort to the market, both at
home and abroad, to mobilize financial resources. In such circumstances,
the Bank might act to increase the effective cost of its loans to a DFC,
for instance by asking the government to charge an appropriate guarantee
fee or by lending to the government for relending to the DFC at a higher
interest rate. Account should also be taken of the prevailing interest
rate structure, and of the DFC's competitive position in the financial
commnity. For a DFC cannot raise its interest rates without taking

account of the interest rates of other suppliers of capital.
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28. Accordingly, the Bank will, in every case of support of a DFC, re-
view the adequacy of interest rate levels in the light both of the finan-
cial requirements of the DFC and of their relation to the economic situa-
tion of the country; it will insist on changes when appropriate; and it
will make a judgment on the suitability of the Bank's prevailing lending
rate in the particular case.

Guidelines for Appraisal

29. Attention is called to the aims and principles of project appraisal.
in the Bank, as set forth in 0.M.5.02. These are generally relevant and
applicable in appraising a DFC, modified principally by the fact that the
Bank is interested both in the DFC as an institution and in the ultimate
uses to which the proceeds of Bank loans are put. Accordingly, appraisal
of a DFC focuses principally on an assessment of relevant aspects of the
economy of the member country, institutional aspects of the DFC, and the
economic significance of the DFC's operations.

30. FEconomic Environment. Like any other object of Bank financing, a

DFC must be appraised in the context of the enviromment in which it
operates. The appraisal must provide the minimum background about the
national economy and must highlight the conclusions of the Bank's country
economic and sector reports, needed to permit understanding of the DFC's
activities, problems and prospects. In particular, due regard must be
given to the Bank's judgment of the soundness of the government's policies
in the sectors which the DFC finances. A DFC can do little to mobilize

private savings or to allocate resources effectively, if govermment policy
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is not conducive to these objectives; nor can it go far to counteract the
distorting effect on resource allocation of government policies without
undermining its position as a financial institution. Accordingly, an
appraisal of a DFC implies also an assessment of government policies
which affect allocation of resources in the sector (e.g., exchange rates,
protection, interest rates, and other incentives to invest) and its
policies for resource mobilization.

31. As the Bank's knowledge of the sectors in which a DFC operates in a
particular country grows (through general economic and sectoral missions),
the Bank may use the occasion of loans to a DFC to review national sector
policies and, where appropriate, to seek to modify them. Accordingly,
close coordination is required among all the Bank's departments dealing
with relevant matters, in particular the Development Finance Companies
Department, the Area Departments, the appropriate Projects Department

and the Economic Department.

32. Tnstitutional Performance. The heart of a DFC appraisal is an

evaluation of the institution itself: its policies, management and staff,
procedures, decision-making process, operations, financial performance, and
operational and financial prospects, all with appropriate regard to con-
ditions in the country concerned. Of particular importance are the sound -
ness of the appraisal process, the quality of the portfolio, the financial
position, and a judgment of overall performance in relation to the DFC's

policies and expectations.
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33. Economic Performance. The appraisal must assess the degree to

which the DFC is contributing to the execution of policies which the Bank
has agreed with govermnments (or which it judges to be suitable) for
development. In particular, it must examine whether the DFC is doing
what can reasonably be expected in the circumstances to mobilize finan-
cial resources and to choose investments which contribute to the sound
growth of the sector concerned and of the economy generally. Judgments
in this regard must be based on a knowledge both of the relevant aspects
of the economic enviromment (paragraphs 30-31) and of the activities of
the DFC (paragraph 32).

3k Conditions for a Loan. Examination of the economic environment,

the institutional performance of a DFC and of the economic impact of its
operations should lead directly, not only to a judgment of its suitability
for a Bank loan, but also to recommendations of specific conditions for a
loan. Such recommendations might involve raising interest rates or
adopting new sector policies (enviromment), strengthening staff or in-
creasing provisions for bad debts (performance), or instituting new

appraisal procedures to stress one or another type of industry (impact ).

Part III. Types of Assistance to DFCs

35. The Bank promotes, makes loans to, and provides technical assist-
ance to DFCs.
36. Promotion. The Bank is prepared to work with governments or private

sponsors in the creation of a new DFC, or in the reorganization of an
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existing one. This involves making studies and surveys of the need and
Jjustification for a DFC, working out the basic capital structure, poli-
cies and organizational framework of the company and, where appropriate,
finding investors to take up its share capital.

3« Finance. The Bank lends to help meet the capital requirements of
a DFC. Normally the amount provided at any one time is the sum which,
taking account of other available funds, the company needs, within the
limits of prudent borrowing policy, to meet the expected demand for
capital over a period of about two years. In some situations, such as
dissatisfaction with aspects of relevant government policy or with some
aspects of the condition or prospects of the DFC, a sum for a smaller
period might be provided; the amount of a loan may also be limited by

the Bank's lending program in the country concerned. Although the Bank
does not consider itself a one-time lender, but rather a continuing pro-
vider of the capital requirements of the DFC, the Bank will continue to
lend only if it is satisfied that the DFC is trying to diversify its
sources of capital and to obtain finance from conventional sources.

38. IFC. In the World Bank Group, the Bank and IFC play complementary
roles in financing DFCs. Uhile IFC may lend as well as subscribe to share
capital, its principal role vis a vis DFCs is that of investor, either by
direct subscription or by standby or underwriting arrangements for shares.
In general, it will consider a loan to a DFC only in unusual circumstances,
such as when a government guarantee to the DFC is not, for acceptable

reasons, forthcoming. An IFC loan or investment can be made, in accordance
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with IFC's Articles of Agreement, only to a privately owned and controlled
DFC; and it is made within the framework of IFC's general policies. Among
others, IFC will not normally subscribe more than 25 percent of a DFC's
shares; it prefers to subscribe less. It will sell its holdings when it
can do so on reasonable terms, and when it considers that the purpose of
its original investment has been achieved. IFC normally takes a seat on
the board of directors of a DFC in which it holds a share investment.

39. Technical Assistance. Aside from advising on the organization or

reorganization of DFCs in forms suitable for finance from the Bank, the
Bank provides various services to DFCs. Staff: It is prepared to help
find management, advisors and senior staff. It will not nomally share
the cost of such personnel. However, the cost of expatriate personnel
may, in appropriate circumstances, be financed from the proceeds of a Bank
loan. Training: The Bank arranges training for DFC staff, in modest
numbers, in EDI, IFC, the Bank or other development finance institutions.
Information: The Bank provides data considered to be of value in a DFC's
operations. It will also provide ad hoc advice on issues or questions
raised by DFCs. General: Such technical assistance is generally avail-
able only to DFCs which are the recipients of Bank loans or IFC invest-
ments or which give promise of becoming eligible for such finance in due
course.

LO. In general, the Bank seeks to establish a close and continuing
relationship with the DFCs it finances, acting not simply as a creditor

but also as a provider of advisory services of various kinds. As a
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result, the Bank is better able, strictly from a creditor's viewpoint,
to keep its fingers on the pulse of the DFC; equally importantly, it helps

strengthen the DFC's capacity to do its job.

Part IV. Main Features of Loans to DFCs

Li. General. In making loans to DFCs the Bank relies fundamentally

(2) on the presence of qualified and experienced management, (b) acting
in accordance with sound financial and investment standards and practices
and (c) within the framework of agreed policy. Management, policy and
practice are kept under continuing scrutiny. Although there will normally
be no contractual obligation to do so, a DFC is expected to consult the
Bank when a change in management is contemplated. As for policy, if
there is an agreed policy statement, amendment of it will be needed from
time to time, in the light of the development of the DFC and of changing
conditions in the country, and will require Bank approval.

h2. In general, the terms of loans to DFCs are similar to those of
loans to other borrowers. However, such loans have some peculiar features
which are referred to below.

L3. Project Description. The purpose of the project for which the loan

is made is to assist a DFC to carry out its business of financing the

development of (generally) private productive facilities and resources.
The sectors in which the proceeds of the loan may be used are those in
which the DFC is allowed by its charter and its policy to opcrate. s i

the law under which it operates, or its charter, or its policy, allows
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operations considered ineppropriate, the Bank will (a) require the DFC
to withdraw from such activity or (b) will prohibit use of the Bank loan
for them.

L. VAthdrawal from Loan Account. The entire amount of a loan is

credited to the Loan Account, in the normal manner. However, authoriza-
tion to withdraw from the Loan Account is linked to specific investment
projects and is specifically granted for each investment project.

5. Although the Bank expects a DFC to apply high standards in the
appraisal of its investment projects, it reserves the right to approve

all investment projects before portions of the loan may be used for them.
The degree to which the Bank exercises this right depends on its experi-
ence with the DFC. The Bank normally allows a certain degree of freedom.
In general, the Bank starts with a new DFC by authorizing withdrawal
without prior approval for an individual project calling for up to a
specified 1limit (called the "free limit") and up to an aggregate total of
around 25 percent of the total loan. As the DFC's staff and experience
develop, and as the Bank's confidence in the DFC grows, the "free limit"
is increased until, in practice, few if any projects need to be submitted
for prior approval. The Bank may change the "free limit" at its discretion.
L6. Authorization to withdraw for a project is given upon request of
the DFC, in the case of a loan below the free limit, following submission
of a summary description of the project containing the basic data needed
to permit disbursement and to keep the Bank informed of the end-use of its

funds. In the case of a project over the free limit, authorization to
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withdraw is given when the Bank approves the project, following review of
the project, a description of which must be submitted in a form and with
a content which the Bank determines. In order to minimize the work of

the DFC, the Bank will accept for this purpose the documentation that is
submitted to the DFC's board of directors, if that is adequate. In both
cases, the Bank requires in addition the relevant amortization schedule
and the terms and conditions of the loan made by the DFC with the proceeds
of the Bank's loan.

7. Approval of Investment Projects. The requirement of approval is

largely a device for introducing DFCs to the methods and practices of
project appraisal, raising their appraisal standards and familiarizing
the Bank and the DFC with each other. It is not primarily designed to
assure that particular projects and investment decisions are sound and
that the Bank's funds are being properly used in particular projects, or
to remove decision-making on particular investment projects from the DFC
to the Bank. In a sense, therefore, the Bank's review constitutes an
appraisal of the appraisal rather than an appraisal of the investment
project, a check to see that the DFC is considering all factors relevant
to a sound decision, in deciding on its loans and investments. The
responsibility for the investment decision remains with the DFC.

L8. In reviewing projects, the Bank may stress one or another aspect of
appraisal, depending on its assessment of the quality of the DFC's staff
and methods and on the economic situation in the country. One particular

aspect of appraisal is often given insufficient attention by DFCs: the
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economic viability of its investment projects, as contrasted to their
financial profitability. Prior project review is an occasion to give

some guidance to DFCs in this area, and to give the Bank some confidence
that its funds are going into economic, as well as profitable investments.
DFCs which are Bank borrowers are expected gradually to improve their
techniques for measuring the international competitiveness of investment
projects, if circumstances are such that the profitability itself does
not provide an adequate measure.

49. The larger the investment project, the greater the care with which
the DFC should have appraised it, and the greater the care with which the
appraisal will be reviewed by the Bank, for prior approval of the project.
In the case of a project which is unusually complex and large in relation
to the DFC's assets or net worth, the Bank may go more deeply into the
substance of the project and may even undertake a field appraisal of the
project. Moreoever, the Bank expects the DFC, in such a case, to seek
partners, including IFC, to share the risk of financing the project.

50. Generally the Bank reviews only projects which are to be financed
from the proceeds of a Bank loan. Since, however, the risk to the DFC is
the same whether Bank funds or other funds of the DFC are used, there may
be a case for review by the Bank of all large or complex projects, without
regard to the source of the funds the DFC provides. The Bank has, on
several occasions, required prior approval of projects other than those

using Bank funds. (See paragraph 5k.)
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51. Commitment Fee. The Bank applies to DFCs its standard policy with

respect to commitment charges. However, the Bank is prepared to consider
concessional treatment in special circumstances, such as the case of a
new DFC or one which has not had an opportunity to build up its business
to an adequate level. Concessional treatment means applying the commit-
ment fee only when the Bank authorizes a sum for withdrawal with respect
to a specific investment project, and only to the amount authorized.

52. Amortization. A loan to a DFC is repaid in approximate conformity

with the repayments received by the DFC from its own borrowers. The
amortization schedule of the Bank's loan is the composite of the amortiza-
tion schedules agreed with the DFC for all the investment projects it has
financed with the proceeds of the loan. In order to simplify the admini-
stration of this policy, a single amortization schedule is agreed during
negotiations, on the basis of reasonable estimates regarding the commit-
ment of the proceeds of the loan. This pro forma schedule, which approxi-
mates the composite of the repayment schedules of loans to be made with
the proceeds of the loan, is modified from time to time to bring it into
approximate conformity with the amortization schedules of the loans
actually made by the DFC. Such modification will usually take place when
the entire amount of the loan has been authorized for withdrawal and again
when the loan is fully disbursed; but it may take place more frequently,
if the aggregate of the DFC's repayment schedules is diverging substan-
tially from the Bank's pro forma amortization schedule. If the DFC re-

ceives a prepayment from one of the enterprises it has financed from the
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proceeds of a Bank loan (or if it sells an equity investment it has made
with those proceeds), it must prepay the Bank correspondingly. On the
other hand, if the amortization of a loan to an enterprise is rescheduled
by the DFC, its repayment schedule to the Bank is correspondingly modified.
53. The repayment to the DFC of each individual project should be
scheduled to reflect the nature of the investment project and the condi-
tion of the enterprise. However, the loan agreement between the Bank and
a DFC specifies that the repayment period of any individual investment
financed with its proceeds shall not exceed a ccrtain maximum period,
usually 15 years.

sh. In the case of a DFC in which the Bank has had a satisfactory
experience over an extended period of time and which has thus given evi-
dence that it is a strong and mature institution, the Bank is prepared to
be more flexible. The Bank will provide for a fixed amortization schedule
and the free limit will be fixed at a high level and with respect, not to
the amount of the Bank loan to be used for a particular project, but to
the total amount of the DFC's loan to the project in relation to the DFC's
resources (even though only a part of it comes from the Bank's loan).

55. Use of Loan for Share Capital. The loan may be used to finance the

DFC's investments in share capital as well as its loans, although in
practice few DFCs use Bank funds for this purpose. However, this is per-
mitted only under a prudent policy agreed with the Bank, with respect to
the DFC's total holdings of equity investments. When the Bank's loan is

used to finance an investment in share capital, an arbitrary amortization
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schedule is agreed with the DFC for repayment of this part of the loan to
the Bank, spread over a period of years not more than the maximum allowed
in the loan agreement.

56. Use of Loan to Finance Working Capital. The loan may be used to

finance not only fixed assets, but also the initial stock of raw materials
and supplies needed for the commencement of operations, or the increase in
such stock needed for the expansion of operations, of an investment project.

57. Use of Loan to Finance Imports. The proceeds of a loan to a DFC,

as to any other borrower, will normally be available only for imported

goods (whether paid for abroad or purchased from domestic distributors)

or for domestic goods to the extent they incorporate imported material

and components. In exceptional circumstances, the proceeds of a Bank loan
to a DFC may be used to finance some domestic expenditures. (See 0.M.2.03.)

58. Use of Loan to Refinance Previously Incurred Expenditure. Ordinarily

the loan may not be used to cover expenditures incurred more than 90 days
before receipt of the request to the Bank for approval (or, where approval
is not required, before receipt of the request for permission to withdraw
from the loan account). This is designed to encourage a DFC to enter into
the planning and financing of an investment project at an ecarly stage.
However, in the circumstances in which many DFCs operate, this is very
difficult to achieve. Uhere there are good reasons, therefore, the Bank
will consider waiving the restriction in the case of specific investment

projects.
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59+ Although the Bank does not encourage a DFC to engage in refinancing
operations, which may often be required by an enterprise because of poor
financial planning or poor management, the Bank does not object to a DFC's
using the proceeds of the Bank loan for refinancing if the investment
project concerned has been carefully appraised and merits finance. For
example, the refinancing of permanent working capital, in order to achieve
a properly balanced financial structure, is often particularly important.
Such cases, when considered suitable, are dealt with as an exception to
the normal restriction on financing expenditures already incurred.

60. Use of Laan for Technical Assistance. The proceeds of a loan may

be used to finance staff or studies directly related to the purpose of the
1oan and the execution of the project. Thus provision can be made for
payment for expatriate staff, programs for training national staff

abroad, or for certain types of studies or consulting services. (See
0.M.7.01.) TUhere a portion of a loan to a DFC is used for these pur-
poses, an arbitrary repayment schedule will be agreed with the Bank for
such amount.

61. Disbursement. Disbursement takes place generally in accordance

with principles referred to in 0.M.6.05. That is, disbursement is usually
on the basis of a list of goods for each individual project financed with
the proceeds of the loan. The DFC is responsible for assuring the suita-~
bility of the list of goods and the reasonableness of their prices. The
list is received when the withdrawal authorization is requested; where

prior Bank approval is required, the list is submitted together with the
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project. A request for disbursement must be accompanied by the usual
documentation. However, in the case of a mature DFC, with which the Bank
has had a satisfactory experience, the Bank is prepared to consider rely-
ing, not on documents submitted, but on certification of the DFC. Use

of such a procedure depends on confidence in the DFC's disbursement system.

62. Foreign Exchange Risk. The Bank will assure itself that the

development finance company can and will adequately protect itself against
exchange risk. There are various methods by which this can be done, the
simplest of which is to pass it on to the DFC's borrowers.

6. Period of Commitment and Disbursement. The Bank sets a time limit

for the submission of investment projects for withdrawal authorization.
The time limit is set by reference to the roughly two-year period needed
to commit the loan, as referred to in paragraph 37; it is subject to
extension by mutual agreement. In fixing the Closing Date, an additional
one to two years is allowed for completion of disbursements.

6. Supervision. The Bank obtains the rights to recieve information it
requests concerning the operations and financial condition of the DFC, and
to visit it. All the operations of the DFC are scrutinized, and not
simply those financed with the proceeds of the Bank loan. The information
and regular visits are used to maintain a continuing reappraisal of the
performance, position and prospects of the DFC.

65. The Bank also requires that the DFC obtain from its clients who
receive finance from the proceeds of a Bank loan, certain contractual
rights on behalf of the Bank, including the right of independent access

to the individual investment projects with the DFC's representatives.
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66. Debt/Equity Ratio. The loan agreement carries a limit on the term

debt with the DFC may incur. Its purpose is to assure both that the Bank's
loan is adequately secured and that the DFC borrows prudently. The limit
used is usually expressed as a multiple of the equity of the DFC. The
Bank may, at its discretion, include in the equity (and exclude from debt)
borrowings of the DFC which are adequately subordinated to the DFC's
senior debt, including the Bank's loan. At the beginning of its experi-
ence with a development finance company, the Bank normally fixes the ratio
at three. It is prepared to review and revise that ratio in the light of
(a) the DFC's loss record, the quality of its portfolio and its prospects,
(b) the economic outlook of the country and (c) other relevant factors.
67. Audit. The DFC must retain a firm of independent auditors accept-
able to the Bank, to audit the DFC's accounts annually, and to do so in
accordance with generally accepted accounting principles and in form and
detail satisfactory to the Bank. The DFC is required to transmit those
reports to the Bank, together with any related letters addressed to it by
the auditor. When a loan is made to an existing DFC, the Bank requires a
satisfactery audit before the loan is made.

68. Procurement. As noted in 0.11.5.08, the Bank requires its borrowers
to obtain goods through international competition. However, it is not
practicable to require a DFC's borrowers to procure gocds under inter-
national competitive bidding arrangements. The Bank does expect, however,
that the DFC, in appraising investment projects, will satisfy itself that

the goods and services to be purchased are suitable to the investment
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projects and are reascnably priced. In the case of unusually large
investment projects, the DFC is expected to go further and ensure that

its clients have canvassed the main sources of supply and are purchasing
from the most advantageous source or, if the expense is not prohibitive
and unless the nature of the project forbids it, are basing procurement on

international bidding, in accordance with the Bank's standard procedure.

Part V. Organization and Responsibility

69. The Development Finance Companies Department is the focal point, in
the Bank Group, of work on DFCs; except for work on agricultural credit
institutions. (See Organization Bulletin 1.12.) Accordingly it is
responsible for the formulation, study and promotion of arrangements for
the establishment of new, or the reorganization and expansion of existing
DFCs; for the appraisal of DFCs in connection with proposed Bank loans;
for the recommendation of operational policies, managerial services, tech-
nical assistance, and terms and conditions of Bank loans; for dealing with
sub-projects on behalf of the Bankl/; and for the continuing review and
reappraisal of the DFCs to which loans have been made. For the purpose of
making and administering IFC investments, the Department acts as technical
adviser to IFC; it therefore appraises proposals, recommends to IFC the
action it should take, and the conditions thereof; reviews sub-projects;
provides support for IFC's representatives on the boards of DFCs; and is
responsible for supervision. The Department is also responsible for

advising on all aspects of the Bank Group's DFC work.

1/ See memorandum of May 2, 1969 from the Director of
Administration, regarding the handling of sub-projects.
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70. A loan to a DFC is arranged and negotiated in accordance with the
regular procedure, described in 0.M.6.01, 6.02 and 6.09. If an IFC
investment is being made jointly with a Bank loan, arrangements should be
made for simultaneous negotiations; and, subsequently, a joint meeting of
the Boards of the Bank and of IFC will consider the loan and investment
proposal.

T1. In carrying out these responsibilities, the Department must work in
close collaboration with other departments of the Bank and IFC. In
particular, it obtains assistance from the Bank's Projects Departments and
from the Engineering Department of IFC in reviewing technical aspects of

investment projects submitted for Bank approval.
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Jim Cotten, at present working part—time
with Eugene Adams , Emerging Tconomies
Corporation, in town for two days, called
to talk to My Diamond but was unable to
reach him. (Introduced to us by Mr.
Aguirre-Sacassé through Eugene Adams ) -

Mr. Cotten would appreciate a few minutes
with Mr. Mathew; to talk about what the
Emerging Tconomies Corporation has done
since our last talk with them. (Mr. Diamond
saw Mr. Adams SOme months back).

Mr. Cotten is cominq;i;;o town for 2
meeting tomorrow at 0.00 a.m. and will
call after this meeting to see if there
is a chanceé to see Mr. Mathew after
lunch some time.
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3315 Garfield Street, N. W.
Washington, D.C.20008

September §, 1970

His Excellency

Augustin Papie

Permanent Nepresentative of Yugoslavia
to the United Nations .

12 rue R. de Traz

1208 Geneva, Switzerland

Dear Augustin:
Thank you for your letter of July 23.

Forgive me for not having answered sooner, There
were two reasons: the two-week holiday in Cape Cod (whieh
was not long enough) and uncertainty about my plans for
Emrope. The first is finished. The second I have tenta-
tively decided on. 8o I can now write.

May I come to see you on Saturday, September 262
Although I cannot be absolutely sure, I am planning to fly
from Copenhagen to Geneva Saturday morning, see you in the
afternoon, spend the night in Geneva and then fly home
Sunday morming. If this is convenient to you. Please let
me know if it is not.

My reason for this wvisit is not only the pleasure of
seeing Ksenija and you again. It is also my wish to ask
your advice on a problem I have in Yugoslavia.

I am leaving Washington for Copenhagen on Wednesday,
September 16. I hope I'll hear from you by then. If your
reply is delayed, perhaps you could semdl it not only here,
but also to the Tre Falke Hotel, 9 Falkoner Alle, Copenhagen.

With best wishes.

Sincerely yours,

William Diamond

Whiamond:us



September U, 1970

Hinlstry of Finance

O« U, Kim,
ts.
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locking forward with great plessure, not
fincerely yours,

With all good wishes,

I am

William Mamend
Development Finance Companies

cc: Messrs. (Goodman ; (with Snessing lother)

Whiamond :mvr



Japtember £, 1970

'&M,

Dear Pelix,
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I am pleased to inow, two, that you did not take up the
mwgm*w&tﬁtummmu&

E ]

am looking forward to seeing you soon in Copenhagen.
With all good wishes,
Hnecerely yours,

Villiam Diamond



Sept. 8, 1970

TAX LEGISLATION IN CENTRAL AMERICA

Copy of Hr. Greenebaum's memo sent

to Mr. Gulhati - "to read".



September 8, 1970

Diamond to Greenebaum
See letter on DFC personnel

Files.



September 3, 1970

Mr. Stewart Mason

at Bloque Ho. 10

Piune BSeach Fstates
Aatopists de Castelldefels
15.8 km. Gara

Barcelona, Spain

Dear Stewvart:

Please, when you are in (or near) Barcelopa, do
three favers for me

1. Visit the Picesso museun.

2. HMake s systematic tour of Candi's houses, offices,
park and Ghureh. (You mey need a drink after
this tour, in which case bill me.)

3. If there iz a Miro exhibit, see it.

Then send we some Pleasso, Caydi and Miro postoards.

After your holldsy in Spain, where do you go and vhat
are your commitmentes for the next six months?

Hope you are well. lois joiks me in best wisheso.

Sinoerely yours,

Williem Diamond
Director
Develovment Filuaunce Companies

ce Mr. Clayton

Whiamond:us



SEPTEMBER 8, 1970

HAD ¥XPECTED YOUR REPLY ABOUT INDONESIA SOOH AFTER
AUGUST ONE STOP MATTER IS ¥OW URCENT ASD Y WOULD
APPRECIATE HEARING FROM YOU SOONEST

DIAMORD

Williem Diamond, Director
DYC/IBED ce Mrs. Gtone
DFC Personnel Filles

Whiamond 1us



September L4, %970

Letter tMr. Postel-Vimay
and memo to Personnel Files
re Mr. Claude Blanchi

-- see under DFC Personnel Files



APPRECIATE YOURCAB STOF HAVE INFORMED GAID ANMED STOP BANK

EM WILL THPORM YOU OF MY OFFICR

S70P LOOK FORWARD SEEING YOU

DIAMOED
¢e My.Castalson
Williaw Meamond, Director My, Sekas
DFC/IBED #r. Clayton

Whiamond :us



P SEPTIMB ER  b,1970
POVELL :

THTBAFRAD

BIAKARTA

- (IKDONESIA)

2

VE MAVE LEARNT THAT LOCAL TECHNICAL ASSISTANCE COORDTHA
VEDER iz s PR 1 TE
GROUP BN BAPINAS ARCID MYDHT 8E ' POR BAPYNDO

Williax Diemond, Mrector



BAID AMMED

KARACRI

(PAKISTAN)

¥illiens Diemond, Director
DPC/IBED

DYAMOND

ee HMessrs. Sus
Bekae
Clayton

¥iiamond 1us



SAID ARMED agp
PICICORP ' IBF QOV.
KARACRI

(PAKISTAN)

REURCAB STOP WOULD THREER P.M. TUESDAY

DYAMORD
Willism Diswmond, Director
Development Pisence Cos. THRD, ¢c HMr. Sekse
Mr. Lethbridge
i, Clayton

Wiiamond us



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION
\ September 1, 1970

Mr. Diamond:

on Thursday, September 3, 1970.\ With him will be

Mr. T. C Saboo - Managing Dir. Birla
Mr. Mandelia - Special Advisor to Mx. Birla.

Jeri



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

8/31

Telephone call came in from Wilmer, Cutler

and Pickering, Attorneys, Washington D.C.
(Gloria Loss, secretary phone 296-8800) requesting
an appointment with you as follows:

for Mr. G. D. Birla, President
Hindustan Aluminium Corporation
(Birla Industries of Ipdia)
Bombay, India and

Mr. T. C. Saboo - Birla's Managing Director

Mr. Birla will be in Washington Sept. 1, 2
and 3 (he has appointments for the period between
10:00 a.m. and 11:00 a.m. on each of these days)

The secretaryknew little about the discussion
topic butagreed with me that it would probably
be industry in India--further details if needed
re this can be procured from Mr. J. Roderick
Heller of the above law firm.

Can you see him on any of these days??

Jeri

Mr. Diamond :



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSUCIATION CORPORATION

8/31
Mr, Diamond:
G D. Birla's secretary called again --

Will you be able to see him while he is here”?

Jeri

fPa recK
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Mr. Serge Guetta

Direg:gr General -

Soci Congolaise Financiére °
de Développement SOCOFIDE oo« L4

Bofte Postale 11448

Kinshasa 1

Democratic Republic of the Congo

Dear Serge:

Thank you for your letter of August 2, from Paris. The
note you sent with it (on your talk with President Bourguiba) has
been passed on to Mr. Benjenck, as you requested.

You ask: Should SOCOFIDE explore the possibility of
obtaining a line of credit from FED?

I see no reason why not. We have wanted, and want, SOCOFIDE
to be an effective intermediary for suitable external capital into
productive investment in the Congo. In the long run, if all goes as
well as we expect it to, I visualize that SOCOFIDE will be drawing
its external loan capital from many sources, international as well as
bilateral. g : :

This being said, maybe it would be wise, for the time
being, to proceed with a certain caution in the matter of resources.
SOCOFIDE is at the very beginning of its active life, and a few sharp
edges and rough spots will probably have to be smoothed out over the
next year or so. There is also yet no sure saying what COCOFIDE's
actual requirements for funds will be over the next couple of years,
although I imagine you are beginning to get a somewhat clearer idea
about this. I therefore see no particular urgency to the question
of obtaining potential new resources of capital abroad, particularly
as we -the World Bank- stand ready to discuss and negotiate & new
line of credit as soon as there is a need for it. However, the various
possibilities of other external loan resources should certainlybbe
looked into, evaluated, and compared, when an opportunity to do so
offers itself.

With best regards,
Sincerely yours,

William Diamond
Director
Development Finance Companies

ESeksescb



3315 Carfield Btr., N. W.
Washington, D. C.

September 2, 1970

The Washington Post
1515 L SBtreet, N, W.
Washington, D. C. 20005

Gentlemen:
Attached is my check for $20.80. This covers the
six month period shown in your attached bill, less a credit of

$2.00 for the 16 days, August 16 - 29, during which we have no

deliveries.

Sincerely yours,

William Diamond

Attachment



3315 Garfield Str., M. W.
Washington, D. C.

September 2, 1970

The Prudential Insurance Company
of America

2413 Blueridge Avenue

Wheaton, Maryland 20902

Gentlemen:

I have received your "Notice of Dividends”, a copy of
which is attached. Am I suvpose to do anything about this? 1Is
this gsum= added to my account with you or am I o receive a
~ check?

Please forgive me for having to ask.

Sincerely yours,

Ipds W. Diamond

Attachment



HIS EXCFLIENCY MYEAMED BARGACH SFPTYMBER 2, 1970
BADEMAROC A.
RABAT I

REURLET AUCUST 27 IOOK FORWARD SEEING YOU STOP WOULD 4:00 P.M. Monday

;‘mmmnum ce: Messrs. Sekse

FET DrvELOPMENT PINANCE COMPANTES | Cleyton



HI® EYCELLENCY MOHAMMAD AMAN SEPTEMBER 2, 1970
FINMRCE MINISTER
KBUL ‘ r

AFGHANIST AN

DELIOHTED TO LEARN VE SHALL MEMT IN COPENHACEN VHERE WE CaN RESUME
DISCUSSION YOU HAVE BECUN VITH "ENICK STOP WOULD IT BE CONVENIENT
FOR US TO MERT 9:00 2.M. SEPTEMBER 22 STOP PLEASE CONFIRM

REGARDS

DIAMOND
WILLIAK DIAMOND cc: Messrs. Rafik
DIRECTOR Eschenberg
DEVELOPMENT FINANCE COMPINIRS Lethbridge

VDIAMOND/ sub



DECLASSIFIED

FEB 03 20% 3315 Garfield Street, N.W

WBG ARCHIVES Washington, D.C.
September 2, 1970

PERSONAL AND CONFIDENTIAL

Mr. Serge Cuetta

Directeur Général

Société Congolaise de Financement
du Developpement

Boite Postale 1148

Kinshasa 1,

Democratic Aepublic of the Congo

Dear Serge:

On my return last week-end from vacation, I found your hand-
written letter of August 19 about the Alhadeff paintings. I am most
grateful to you for the trouble you took. I am also happy that
Mr. Alhadeff was pleased with my request. I shall be writing to
him personally again. Incidentally, I do not mind in the least that
extra paintings were added. I shall decide what to do about them
when I see them.

I also found that the paintings themselves had arrived via
Air France and were in customs in Dulles Airport. I am now in the
process of getting them; I hope to have them before the end of this
week and I shall write to you at that time. Also, I owe you some
money for the air freight and will reimburse you. It is enough that
you took the trouble of making the selections and of carrying them
all the way to Paris.

I shall write again shortly.

Meanwhile, best wishes to Gaby and to you,

Sincerely yours,

William Diamond

WDiamond: jmb
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WBG ARCHIVES 3315 Garfield Street, N.W.
, D.C. 20008
September 2, 1970

PERSONAL AND CONFIDENTIAL

Mr. Serge Cuetta

Directeur Général

Société Congolaise de Financement du
Developpement

Boite Postale 1148

Kinshasa 1,

Democratic Republic of the Congo

Dear Serge:

I received your hand-written letter of July 28. Unfortunately, it
did not arrive in time to have permitted carrying out the suggestion you
made.

No cne here had an opportunity to speak to any officials who were
here, during the time of the official visit. But they returned later on,
after my departure from Washington. In a judicious way a question was
raised and we were given the distinct impression that the situation may
not be as sad as your letter suggested. The thought given us was that
the President of SOCOFIDE is firmly in his job and will remain so. Also,
that other duties will not be allowed to become so burdensome that they
could interfere with the presidency of SOQFITE.

I am sorry I shall not see you in Copenhagen, but I am looking
forward very much to seeing Edouvard and to having an opportunity to get
up to date on him and on the affairs of SOCOFIIE.

Yoursame note referred to Neil., I was pleased to learn that you
had made no comnitment to him.

With best wishes,
Sincerely yours,

William Diamond
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MAY 12 2023

WBG ARCHIVES
September 2, 1970

PERSONAL AND CONFIDENTIAL

Mr. Serge Cuetta

DMrecteur Cénéral

Société Congolaise de Financement du
Developpenent

Bolte Postale 1148

Kinghasa 1,

Demooratic fepublic of the Cengo

Dear Serge:
Yesterday two matters arcse which should, I think, have your attention.

First of all, several of us interviewed Mr. Tilot. T will send you
our conclusions about him (and his conclusions about the Congo) later today
or certainly before the end of this week. But you should know now that
m.motmnmﬂuw«ninnclgimthnnbdeu
thcmtomsocormk-pm-pam,bntmm-mtnftormw
departure. T have had to tell him that I did not know whai the long-term
future for SOMFIDE's menagement was, but that we were not considering him
mamlmtutwmwmmmtmmmmnm
about SOCFIDE he would be wrong to assume that he would be the next
Director General.

T am not sure what if anything you can do, and probably you can do
nothing, about correcting in Bmmmsels the impression which Tilot had. But
Immwwmdmammmw.uuumwtm
recommendations of staff that are made {rom Byussels.

The second matter is that I received yesterday a letter from
m.mmammuuumumumtumummm;bmt
a™hird financial adviser of Belgian nationality" and says that he is
m;pmmwnmmmtmvh.ummmmmmmmw
and the work that will have to be done by this men. Mr. Bonvoisin added
thaet he would like to know whether we will "positively rely'on him for
the choice of this man.

Of course I must write to Mr. Bonvoisin todey that we cannot
Wiﬁvmuwmmmm&wmﬂ,dhwowr«mmqm“m
of and interview his candidate together with many others. I shall send
you a copy of the letter I write to him. pere, again a false impression
exists which I wish could be dispelled.



Mr. Serge Cuetta September 2, 1970

In connection with these two points, I note the reference in your
letter of July 31 to the fact that you would like to hire persons connected
with your shareholding comvanies and I also note that you want to leave the
choice of the third man entirely to us. I am aware, of course, that you
are thus able to tell the Belgian shareholders that you cannot make a cholice
among them for a candidate and that we will have to make the choice.

"Tels sgnt les &léments essentials intervenus & ce jour daps cette
question délicate.”

Sincerely yours,

William Diamond
Director
Dwalapmt Finance Companies

M%W

DL amiding ¢ jetse
DFC Personnel Files

G lllpr— /ﬁgémw/ s iy



September 2, 1970

Mr. Serge Cuetta

Directeur Général

Soclété Congolaise de Financement due
Developpement ;

Bofte Postale 1148

Kinshasa 1,

Democratic Fepublic of the Congo

Dear Serge:

In my absence Einar has acknowledged three letters that you sen
to me. He will be writing to you in detail about our views on the im-
portant issues you raised in two of the letters. However, I want to
take the occasion of Cherif Hassan's visit to you to mention one very
important point about which Einar already cabled to you last night.

In you letter of July 31, in response to my letter of July 16, you
did not include the job descriptions of the people whom you are getting
from the UN. These are absolutely vital to us, not only in helping us
select the right people, but also in keeping the record straight with
the UN on whose behalf (in a technical sense) we are doing the recruiting.
It is not enough for us to refer simply to people expert in the preparation
of dossiers, or to say that one man will be especially concerned with
financial operations. Either of those descriptions would include very
Junior people and very senior people and also the first of those des-
eriptions would include an economist or a financial analyst or an engineer,
as well as a "general investment officer" type. We think we know what
you mean and what you want, but I hesitate to act on our guess without
knowing that we are right.

It may be that by the time you receive this letter you have cabled
a response to !Mr. Sekse's question of yesterday. In any case, I am en-
closing a copy of a typical job description of an IFC investment officer
which, I imagine, comes close to what you have in mind. Whether or not
you have sent a response to Sekse, you might wish to cable or to mail
your modification of the attached IFC job descriptions. Needless to say,
it would be necessary Eor you to indicate the level of experience you
are expecting or want.

t



Mr. Serge Ouetta : Mm 2’ 1970

You may think I am being bureaucratic en this peint, but I feel that
thiahmuaryirumtodewrduwwwmmmmmw.

As you will appreciate, we need the job descriptions not only for
the men still to be hired, but also for Gratry and Caldarcla.

With best wishes,
Sincerely yours,

William Diamond
Director
Development Finance Companies

Attachments

ces g’é Sekse
Personnel Files
Aellpy Mo Prtre L

WDiamond : jmb



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OPERATIONS OFFICER

DEVELOPMENT FINANCE COMPANIES DEPARTMENT

In general the Department acts as the focal point, in the World
Bank Group of work on development finance companies. Its principal
responsibilities are:

FUNCTIONS

(a) To keep informed on all matters concerning the policies,
procedures and problems of development finance companies
and provide advice and guidance to the Bank Group generally
on these matters;

(b) To appraise proposals for Bank loans to, or investments made
by the International Finance Corporation in, development
finance companies, and to make recommendations on their
suitability to receive, and the amount and conditions
appropriate for, such loans and investments;

(¢c) Where such proposals involve the creation of a new develop-
ment finance company or the reorganization or expanision of
an existing institution:

(i) to study and make recommendations for each such
proposal for suitable capital structure, organization
and operating policies,

(ii) to prepare a program for obtaining the capital needed, and
(iii) to supervise the carrying out of the program;

(d) To participate in negotiations of the Bank or the Corporation,
as the case may be, for investments and loans;

(e) To evaluate management of the development finance companies
with which the Bank Group is associated and, where appropriate,
assist them in obtaining needed senior management personnel;

(f) To assist development finance companies with which the Bank
Group is associated to obtain training for senior staff: in
the Economic Development Institute, in other development
finance companies, or in the operating Departments of the
Bank Group;

(g) To keep in close and continuous contact with all development
finance companies assisted by the Bank Group, through
correspondence and periodic visits, to identify problems as
they develop, and to formulate and carry out programs to help
those companies improve their performance;



...

(h) To advise the Corporation Departments in their work of

(1)

supporting the Corporation's representatives on the boards
of development finance companies;

To review appraisals of projects submitted by development
finance companies for financing under loans which they have
received from the Bank; to deal with all matters relating to
such projects including approval or rejection; to advise the
Corporation on approval or rejection of such projects under
lozns which development finance companies have received from
the Corporation; and to prepare correspondence relating thereto.

QUALIFICATION REQUIREMENTS

(a)
(b)

(c)

(d)

(e)

SALARY

Age 35 - U5 years.

Broad university and post-graduate education with outstanding
intellectual qualities essential. Experience should be in
one or more of the following fields: investment analysis and
selection; corporate finance; economicsj banking.

Fluency in English and either French or Spanish.

Candidates must be in good health and able to pass a prescribed
medical examination.

Since staff members must work in close cooperation with persons
of various nationalities within the organizations and their
member countries, it is important that candidates have congenial
personalities and a sense of tact and diplomacy. Appropriate
personal characteristics will be given considerable weight in
selection.

Salaries of staff stationed in the United States are paid in U.S.
dollars and are net of income taxes. Salary rates will be determined
on the basis of age, experience and qualifications. The Bank offers,
in addition, staff benefits such as retirement plan, group life and
major medical insurance, home leave privileges for expatriates, etc.



POSITION ARD DUTTES OF AN INVESTHENT OFFICER

»

The Investment Officer is appointed to a geographically defined.
division in which he works under the jurisdiction of the head of the
division who is himself an Investment Officer. The division in itself
is responsible to the Director of Investments for the wider geographic
area in which that division falls,

The Investment Officer is charged with, and within his own sphere,
is responsible for:

(1)

(iii)

(iv)

(v)

the promction ang analysis of new investment
proposals and enquiries, being mindful of the
economic and political situation in the country
orcountries for which he is responsible and
including promotional visits ir the field during
which he will call upon senior government offi-
cials, officers of banks or investment institu-~
tions and representatives of the industrial com-
mnity; '

the development of eligible investment proposals
to the stort of completed investment and in which
the investment ofiicer will himself be responsible
to a larpe extent for the required attention to
the financial, managerial, marketing, corporate,
legal, engineering and general economic espects
of the proposed investment - all of which will
later be embodied in a written report for oral
presentation of satisfactory projects, firstly to
the Staff Investment Comrittee and thereafter to
the Executive Board of the Corporation.

the investor-control of existiny International
Finance Corporation investments involving a
responsibility for ob.aining and evaluating all
information received by the Corporation under

the Investment Agreement and also for instituting
a field review of the project so that the Inter-
national Finance Corporation Lianagement are kept
aware of any particular problems confronting the
investment and advised of suitable courses of
action;

the supervision within the provisions of the
relevant International Bank loan agreements

of the use made by development banks of Inter-
national Bank Funds.

In the course of his duties, an Investment Officer
is expected to keep himself informed in respect of
his area with its general economic conditions,
developments on the capital warkets, legislation

on tax corporates or any other factor affecting the
investment climate from the point of view of ,local
or foreign private investors and thereupen to advise
the head of his division of any significant develop-
ment. which may affect the soundness prcfitability
and general economic justification of new investment
proposals; make recommendations for negotiations on
conditions and terms of future investient; and ealso
to recommend action necessary with regard to existing
International Finance Corporation investments.



Septenber 2, 1970

Mr. B. Bonvolsin
L'Administrateur-Uelegue
Banque Belgo-Congolaise
Bruselles 1, Helglum

Dasr ¥r. Bonvoisin:

T write to thank you for your letter of August 28,
concerning (ROCOFIDE).

T am delighted to kpow that you are in a position %o suggest
& candidate for one of the positions available in SOCOFIDE, to be
financed under arrangements with the United Wationas. I take the
libverty of enclosing & Personal History Form whieh I hope your
candidate will complete so that we can have a basis to begin con-
sidering him.

You asked, in your letter, whether we can "positively rely”
on you for the choice of the man. While I have every confidence
that you would recommend only & fully qualified person, T am sure
you will appreciate the faet that we must satisfy ourselves through
parsonal investigation and by comparison with other candidates bvefore
we can make & recompendation to BOCOFIDE and to the United Wetions.
We have already begun to interview candidates whose curriculun vitae
seered appropriate and would be happy to consider your candidate as
wall,

As for the terms of his employment, these would be determined
by the United Nations and, &f you wish, I 2hall obtain them and pass
tham on to you.

With best wishes,

Sincerely yours,

Hillian Dismond
Mractor
Nevelopment Finance Companies

Enclosure

cok ir. Cuetta
¥r. Bekse
Miss Powell

WDTAMOND/skh



Mr. Thomas A. Blinkhorn September 2, 1970

William Diamond

Here is the material from Mr. Kanapathy about an
article for the Malaysian Management Review, about which I
spoke to you yesterday. I have given up hope for any result
from the arrangements I have previously made. T will be very

grateful for your suggestions and help.

Attachments

WDiamond:cbm

ce: Mr. Powell



September , 1970

Mr. Serge Guetta
Director General
Soclété Congolaise Financiére
de Développement SOCOFIDE
Bofte Postale 1148
Kinshasa 1
Democratic Republic of the Congo

Dear Serge:

I take the liberty of enclosing for your information three
papers (English original and French translation) reflecting Bank
policies and operational guidelines which I believe will be of inte-
rest to you.

The first is a statement of policy presented to our Executive
Directors in April on two important subjects: our views on interest
rates charged by development finance companies to thiir clients, and
our attitude towards quasi-equity and other concessions given by govern-
ments to development finance companies. These subjects are of interest
to you, and I think you should be fully aware of the Bank's posture
regarding them.

The other two papers provide guidelines for the work of the
staff of this Department. As you know, we have for sometime been very
much concerned about the economic aspects of the work of the development
finance companies assgociated with us. One of the papers, entitled
"Appraisal Reports," suggests to the staff of this Department some of
the factors beyond the normal institutional and financial factors,
which they ought to take into account in evaluating the performance
of development finance companies. The other, entitled "Economic Apprais-
al of Development Finance Companies' Projects," provides some guide-
lines for ascertaining the amount of protection received by industrial
enterprises being financed by development finance companies. This sec~
ond paper is, T believe, a constructive approach to a complex subject
which we will want to find an early occasion to discuss in detail with
your staff. If, in the meantime, you have any thoughts or reactions to
it, we would very much appreciate receiving them, for we have no doubt



that modifications and refinements will prove to be necessary if you
and we are to develop a useable format for this type of analysis.

I thought you would want to have these papers at least as
background for the kinds of questions which you are bound to be receiv-
ing with increasing frequency from my colleagues.

With best wishes,

Sincerely yours,

William Diamond
Director
Development Finance Companies

Attachments

WDiamond:ch



HaMBU SEPTEMBER 2, 1970

KINcHA®RS L

DEMOCRATIC REPUBLIC OF THE CONGO

CONVENIENT TO MEET VITH MR WEINESDAY MORNING SEPTEMBER 23 AT
9300 2.M. STOP PLEASE CONFIRM  RBGARDS

WILLIAM DIAMOND cecr: E.Z%kse
DEVELOPMENT FINANCE COMPANIES

WDiamond/snb



LOTS VALLENTLLA SEPTRMDIR 2, 1970

ee: m.m
¥illiss Diamond Mr. Acevelo
Director Mr. Graysor
Nevelopsent Pinsnce Companies My, S8kse

T sond smab )



¢ B KM BEPTEMBER 2, 1970

(xoREA)

DTANOED
ee: Mr. Clayton
#111liss Dissond e Powell
Director < g

Whinmond ek



- BAID ANNED ' BEPTEMBER 2, 1970
PICTCONP

HARACHY

(PARYSTAN)

HAVE POUSD URLET OF AUGUST 1T ON MY RETURS TO WASHINGTON STOP
CA¥ ARRANGE VIRST MEUTING SATURDAY IF YOU ARS THRRE 8T0P IF NOT VILL

CABLED TEUPESSTEIN OF IVE ABOUT YOU AND HAVE ASKSD FOR COAFIRMATION

REGARDS

DIAMORD
Willime PMamond ee: MNr. Clayton
DMrector Hr. Lethbridge
Development Finsnce Companies My, Seksn

Yy, Cunninghes

Whiemond :mb )



TEUFENSTRIN SEPTEMBER 2, 1970
VIENNA o

MUSTRIA

s d

RE LETTERS FROM BENJENK AND QUSTIPSON COMM: VILL BE HAPPY MEET YOU
N COPENHAGEN #T 10:30 A.M. SATURDAY SEPTEMBER 19 IF CONVENTENT STOP
PLEASE COMFIRN IP YOU CAN MAXE IT STOP
™o
S2TD AMMED MiNAGING DIRECTOR OF PAKISTAN INDUSTRIAL CREDTT AND INVESTMENT
CORPORATION VHOM YOU KNOV PLANS VISIT VIENNA OCTOBER 9 AND VOULD LIKE 70
CALL ON YOU sND VISIT IVK STOP I HOPE YOU WILL BE THERE STOP PLEASE CONFIRM
IF DATE CONVENIENT SO THAT I CAN LEY HIM KNOV STOP HIS PRESENT PLAN IS 70
ABRIVE FROM PRAGUE AT 11:45 HOURS BY C7ECH »IRLINES STOP

REGRDS

WILLI M DIAMOND ce: Messrs.
DIRRCTOR
DEVELOPMENT FINANCE COMPANIES

i

WDiamond/smb



QUSTAVO LIEVANO SEPTEMBER 2, 1970
CORFINARS) _
BUCARAMANGA , r

SORRY DELLY REPLYING URLET AUGUST & STOP WILL BE HAPPY MEET YOU AND
YOUR CHATRMAN IN VASHINOTON STOP MAY I SUGGEST L4:00 P.M. SEPTEMBER
1S STOP PLEASE CONFIRM STOP

REGARDS
DIAMOND
WILLIAM DIAMOND cer Messrs. OJekse
DIRECTOR \ teevedo
DEVELOPHENT PINMNCE COMPANIES Clayton

m/-ﬁ



Mr. Vliadimir Ceric : September 2, 1970
william Dismond |
tppointment for Meeting _ !

This is to confirm that I shall be happy to meet Mr. Smole at
the time you suggested, 3:30 p.m. Thursday, September 2}, 1970 in



e0MM T SEPTTIMBER 2, 1970
IFCTHIY
BAROEOK u/

DELIGHTED VE SHALL MEET IN COPENNPGEN STOP WOULD 11:30 p.M. TUESDIY
THEREAFTER *TOP BEST VISHES

REGIRDS
DIAMOND
:mm DIJMOND e ‘
DEVELOPMENT FINSNCE C MPINIES “WI “’

¥hiamond/smb
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ﬁtphlh‘r l’ 1970

Mr. M'hamed Bargach
President
Bangue Nationale pour le Developpement

Economique
Boite Postale LO7
Rabat, Horocco

Dear Mr. Bargach:

Please allow me to thank you for your letter of
Auguast 9, 1970, permitting us to use BNDE's operational ratios
together with those of the other companies associated with the
World Bank Group, and for the table of BNDE's retios which you

8o kindly attached to it. I am extremely grateful to you for
your decision.

I fully agree with your observation that differing
conditions make strict inter-company comparisons difficult and
this reservation is communicated to our companies when we cir-
culate these ratios.

A revised version of the table, including BNDE's
ratios, will be seat to you shortly.

Thenk you again for your cooperation.

Yours sincerely,

William Diamond
Director

Development Finance Companies

cc: Mr. Pollan (with a copy of the
incoming ).

VSanLinser



Beptember 1, 1970

Hr, @arroll C. Jowan
President

Frankiin Book Programs Ine.
801 Becond Avenue
Hew York, New York 10017
Dear Mr. Bowen:

Thahks for your letter of August 18, 1970.

I'm delighted to have been of use to you.

For my part, I was happy to meet you. If, in doing your
homework, you think of someway in which I can be of further help,
please get in touch.

With best wishes,

fiineerely vours,

Williem Diamsond
_ Director
Development Pinance Companies

ge: Davidson Sommers
WNTAMOND/skh



