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pg S-Pt4WbW 30* 1970

WSir 1 3iAW 3 611 00% wit AS prid-W a4th "Do S4$0*W 25,
tO d1swnV= thb StgAtiOU iA Ua NdA.

2. 1 brv4gt hU vp "to * whore Wn 1*wld Bm* 0mvp (imladbW
WFG) sto.4. He had rsfived n uw f-es tM DrItiA Oawawnt OwmeiM

th* "W" Of wvent. I Mt2t it lmpprpriau to give kin a apy of OW
Meort on BA*DW-, but I gmv him the reftmewe nawwearr to wnAblo hia

to Ur"S It in e tOVWrw *nt.

3. Rmftill hwkd vot earlier in the %**k with overym Ptvvire wbe
had told hMA he v"e kew ca the ="iaa of %be novelopmant Bwak for
ludmsa (tMI). 1 asked Pmx3.1 Aot mOy to pFAieipat. in D1, but
41"s to WWbe DBI the COMM"emaal th Develogeunt Oorporation's excluadve
Gb*=*1l ffir lavestimat In buawAn~. Renbll did not react favarab4y to
this propotl. Afaseg other tings, he "Id ZCD7, polia is to keep
invesmt. In dmeopmnt flu cmpanie to a x1=imn;m vow he
felt tbt aWero CDC do" enter iaW a dE2lopat tinnm eowpW it

shmud arwI4 be in a matraLUg potitoa, which doe nt sow to be
fesib in DBE. hw4*w# be tald Gov 'er ?Pr*I that cDC vad be
Pla*&Md to qulwr Into 4aint vmntur*4 iith 17,I. 4ouiell als said that
be -o -hap About the proposed DK, et up simo it would be "open-

onded% t , e the p tnam vauld be calUd upon to previde
additiEmAl spil on a pari paam basis whenM er a new DDT Investmnt
s appraEd. (I infer frm t hU stat, ?Am e is no laner

*%epff wi th U kind of wet up ;hiah D., itself, apmonered in Eacto-1m
Afrisa.) Prawriro told 2mnaoll that Chwngw In UA proposed not " wre

w-dr cosadwam but did not give =d*U clv& s to what the
&NBOnu Night be.

4. RsOU&I Ost tkat his rp esW tive in bw l-aa bad put topttw
a I=# xhappim lIst I psible Projcto for CD7 to oxwine, but this

d1 wt Inlude a pmdble investment in M 1 ielf.

5. P-A""1 Would hs lad s MA, from bu ME asratice wit xw.d"S,
Abet the O mvwumt.e (d Djom 's) wish tba+ we procsid with e pras a

of a WO privatly awtralw d comny. I told him that ve vmud eetJ OW
wk an the ar espy withmt rego-d to %dat happswW to DM mn I also



Objeo oft wak"Ut or &Aft % ot a left.

0S low. 0004
JawJoell

All

IM not Sur' I oveIred it all, Do you have anything to chanage o
to aW?



Septmer 30, 1970

Mr. Andre Postel-Vinay
Director General
CAiss Centrals do Cooperation 4.nne
23-3 Boulevard Saint-Gervain
75 Paris 7e, Franco

Der Mr. Postal-Vinays

In PV file, still unanwered, is YV= letter of August 7,
oncerning Mr. Akhras and the UNIDO questionnaire and proposals.
I blievo the letter nw logM needs a spoe ie replyu, sinc we
discussed the mtter In Copenhagen. To sum vp, I agree in
general with your mgeatims, and we agreed that we would be in
touch with each other before the Nemo meeting; perhaps in
time to have a private meeting just before the offical one takes
place an Decemwer 10.

It was a great pleasure to as you In Copenhagen last w*ek.
I particularly appreciated our ahangs of viwa on several important
subjects, about which I shall be writing to you again before long.

With beat personal regards,

Sincerely yours,

William Diamond
Director

Development Finance Compants

ct. Sq kao

Wtkiamoad .3mb



Mr. 4MOM S. audi SeptebW 30, 1970

WIlau Diamd

1. You vill raoall that we sent to Xmist Keller in July a copr
of our sppraizal of ADRIA. Attahod in his analysis of their roaction
to that report.

2. By Sad 1ae, I dmnk, wo m Igd pzwtty w*ll.

Attacntas

Aoevedt

Mr. Acovedot Pleas* draft & reply for a#



(Original letter sent to Mr. Nilsson c/o Corporacion
Financiera de Caldas in Manisales, and copy c/o
Corporacion Financiera Colombian, Bogota).

September 30, 1970

Mr. H5m Silason
./0 Corporation rinanciera d# Caldas
Apartado Aare* 460
Manisales, Colombia

Dear Hans:

When you go to visit Corporaeion Finaneiera d. Caldse,
please make sure you ask for, reeiv and study the following:

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

2. The text of all doeuments referred to in those Bowrd
minutes, including a letter from the Cadans Revisor
Fiscal which beoam the subjeet of a special Board
meeting and whieh resulted in a vote of thanks to
the Revisor Fiscal.

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

In adkition, please ask MIr. Oaampo to prepare and to give you
while you are still in Manisales, a full report on all Caldas'
operation. in ctmneation with Capitaliadora 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 us to have your Judgent, based on your
five or six days in Mamisales, on whether we should make speeial
arrangements for a more extensive and intensive examination.

With best regards.

Cinaere3y yoe,

William Diazoad
Direeter

Developiest Finanee Compenies

ce Mr. Arango
Mr. Mathew
Mr. Acevedo

WDismond:us



Mr. Linar 8,kne September 30# 1970

William Diamond

CONGO - 5 00M

I received from Mr. Guetta th* attached tvo paperas a copy

of his Administrative Circular No, I courning the organization of

80XMFIDE and a paper regarding th eommitmmt which he expecta 8000FIT

to make over the comaing year and one-half.

Attahuwmat

WDiamond ajb



W. tE alftes VWa HuethWM 3"406W8 30S 1970

Wil.m DA m N t

CUM - D13

In C4PeSWW41M los week smerat people *sWas we if I

vcadd bo *MaAf M0S MSUMtt IA Osameldot cme the w*Womdes

*. Kuesw g also ksed. I kne thig *boat mah a mmengs bt

wawnW **Uwmftt s tat rm bad bem iuinted -1 wc]4 bs attwA-

Inc. I wo*14 be snbtft to knowe v*t1 it m ail about.

WBisamds.N6



)ma R LmoiL POm31 30, 1970

William Diaxxmd

KORM - 01n BMWtd ft

I shall be apmkidg to UPC ard at its M ga

Novnao 12. wmU yma pisum prepa v fo rn a tac aing for so

ors thAn a ten Zatate P1MstAin. I ats a WWmtis MO

subsAm-s and not simply peagmrir 44 &Mnitisf-

W~i awmansd



. septPabmr 30, 19 t0

Willie 1,01AZaMm

10 r. 0"1 of th* !."0 mat with a* Friday aftomon4, m 25.

2. He said he ectod a substantial Lnerewo In demand for TM I'a
capital as a rsalt of tbe denaluation; in hin opinion the dmtluutlea had
ramuted in Inurwain the confidence of investors and had 4limated

ome ot the unertainties tat had ben verhanging te Azveatnt comunIty.
In Xew4K,,unef hA felt that T Z would nsd aslserably mra cpitl tka

had ben vi lIUed p mrevioiy, in his conion at laet NO ailim for
the next Lcwm (Tatisi and i previously uade the same point to Senjank
about ral"ag the Mize of the next loan, but I understand tkwj oqggeted
W80 i n. Oal also said that the retently woneluded qurv4V of te
teatilo setr had owk it clear that thsr* was & ace" for
Turkish mport of tertilsv, ospocaly yams. With the d4 luation, export
pries In Turkish Lira would be better tba damwti. prices and omsoquently
h* tougt there would be iaviderable Incentivo for tetle producere to

swqxt rther tha to sell at home. Howtr, i. ws ld require expansi''
of produatian. -'%*I slo referred to the prospets and the demand for capitat
for iwmetwmnt in the fwAd an forootry sector, Uvoetoak and m*Kt proewming,
mining &Md motala. Ciml referred to the wyntem of providing "oncouragoment
cort-ifloates" for export promotimnw (*r for rmi import substitution), whioh,
he said, were reaeary in order to get a loin TSKB but were not suM-

cl-ent. go WiA specifeally thot the enevuragoment ertificato coniendettw
the Aheld tat the tscste was a noeaxey but not sufficient candim
for a T X3 loan.

3# fOsal described at so lengt the privileges which e t amtif
eat"g entitled It holdne to (tredo frem Iprt duty, deferred duvYow
payfMits, tax hUlidayV, interet rm aton, OtO.). I did not take detailed
notes of these as Oaal told as he had diaoseed then in some detail with

GoUafown. IW in Umir .uvwsm tIon with Bonjenk, iei rnd &4 sli
emeed awne uneler or dubious infwrmtion oonaerning the interest rot*
situatlan. (from what Osal sold, I beliUe Gustafeen has Lbe correct storq.)
ftal had 'thrw it would be possible to inade in the next 1**6 contraet

- M provision requiring wuvsuragemat cortificatoo an a eendition for
'Wnx P off-hand reaction we th*t the 1.m oontract was not the right

Plaeo for sch * noftea s ad that if it woro deairable at all, it should
go into acme related documnt. In W ovwt, I said we would think about
this.

4. lbtold Mhat tbe new bill authorising the creation of An "export
and develeo beau was aw bef" paritasmet and be expoctod it to pas

sn. ThIs tvport " dovoloprant boW would be aetberised not only to land



4600437 a E Age6i e~nl M dessegnet si. b aaX Sou1iv nwo
b ie r i U Wa nftr A lesft . QM md usdAP-
1Ans bwgt wooe be a so lt loft t*bS* 11 flMOM W4004sacsse
s Val me an Sealtv owpitl fthomee

5. OWt1 alm "14 Vwt tW acenwout v 7 to see Ve

esersa Zan t. -sa Mp tn-ddn ta thqirse asee

fact Vat Us ooemmewdA bostn hMe Uttl* tolbdfet O"64tY In te aos.
Be mlked wb~~a it ww be peowbut zse go WW24 ank to "t6 vp 4 eroo

UUdag pr*m in inbril proje t agpMgiul.

4. I told ba 04s be* Ow otferto pvmb Vw eset amo aft s

gassegube fee..*WU.M=> at 00 *eMAW% M 1 1r1,emet bW* *na, #al

to M"n boft Va a**vitsm ot Uw bsapU-Ul Dl n l A I &v ant tafta
mod tbo" of go %ftmmna Cwrorsnk fee Undt"r. ]A renam to bUs
rowmnt I pmosd Uo esd him sows metwrl mn b*U et bas aa
mnd in purti**lAw th bo&k ion"e Wy Va ftowr" S" at LNdia selme ywo

OWe tam omseadu gdt ar -natkmg **gVgd In %e-UndiMg. UAw e
a trkinlag pivgrn# I PVNLBW to naft the MOW wit E, but I am
UitWA pmusput of Vhw =, Siv a m % a presoe" 4a It, bWh able
to W"es In eft -d a wpo*Wa Wgmre to T=%We. I ovgfted, as an

avames #a *94 te DAmNAm W4&%6 I*ft3 aae n to &e swog &3 %b
isfor meTufta. 0"1 V"e not "NAsmtiate bv& ""i he umem"*w

. SM U 11M qp an MWa.

7. wA (ma t w estim of ?"IBs Twekish ira 40etesee

Ouem sa" V" ougt to imm ban& ad I raUM to UA~ r&pI
in Vdse cmama ad Vo deifta of ob~bl"romm tsseov&s ads
*% * prim ha weau powt :u o ade Ve Iass In 1 ! lut rale

rkstm. 'Sal sait v4 0a eet, *Ane promet 0aaatos fer 00
Genssie% to pravidb * oab*WdosiLb wm3Ad ma it 14 aolwbJ for TMMB to

loome bookl at a oatufou vww, oat IS, te GOVeimen a 11ON provd a
"ftlm at 4thre s sa*~ ""b bv lutou" J be"m. r00a *I" ho "Mu~
pu e l mtwe %&* TSOs Jm Uftwe.

Oct s. Daljub

Naon

WwAmd -1* s



Fle$ Sptter 30, 1970

William Diamond

1. T 1 Governor of the 3ank of Uganda thinks Uganda rd a dmlap-
ment finaras institution of a conventioal kImd, that is, ons which
provides ter*-finance to private businesaw.n (He callod attmntice to

UWAW9 a bxx*Aj4; subsidiary of UDC, which ight be the basis for such
an itstitution.) The Bank of Ugazda vvuld be prepared to help finance
ouch an institution. Be was fauliar with e B=*'s RPC in Africa,
and was thinklaz in particular of NIOS s a mndel for structure std
per-ops for funatin.

2. The Plvernor particularly asked thwt the proposed midsim to
UT=, or *xW oter group ecmwed with financial institutions, call
an hin.

ces Meowas. Lejoe
Adsk

WL~munand v jmb



Files AtidlW 30s 1970

Wailam ftwona

Uast Afriew Develommt Unk (RI5)

1. Sixba vants to send his hief 1*01 offiem (NY* K& D") o
-m for a period of training sad then to see othr institutiOu in

m Tork of LOadan. I said I would djams with (,ma Webb an
ppropriate prvgram, and then write to S1a.

2. 51ba asked thet a staff nmgber visit XAD M tafe a quiek
leek at its QrfAdAtion. I tel him Sks would visSt him in
wovembwr for a few days.-

3. Ixa thirs ADB will need a life of COMt frm the Bank
svumd tIt or Jue of int rw. I saidm -*k*'a visit wuld provide

an occasion for rovieving the state of RDB's rw"sr , and lying
en a plan for qn appraisal of it.

at Meose, LOJOUDO

W~inw Q gobea



$00016We 30, 197MtWins as

1. Kb&M 36AlN VW14di m a d W sentad an i VOtreg#
Prospoets for the propavWd labss dOvmligm% fins** amnpaW. ve SMe
aw an the vW7r &w at Uaha ls jm Prwsidot b e 1n'Or ad. He tol-
AD Vat - e drq W" Ma deptw* for I -k had bad a neftbWwith the 't*8idwvt-*Isct to br bin an Owencide Snd feeAMMU Matters

md to obtanm owne e ept of the nft presMj4teg prjrtUe.

2. Salem aid tht te Prostdwt felt that the arm t a dmjop-
MM't finaen **Wp=W deswrd M& priority. bDuftd, Salem maid, the ftesIdes

hbd pIaeW his mprvittsv in te fo maws A men. bnk, dfatom

3. Sam a"d tha V now Prdent would be abe to wield m
"" tnUent in Wttg the de elapdeat bank stwrW benemss he ws at

eatdtted to vwrioua bwine sm realities in the MWa in which Prowidwnt
A628 had bown. In particular Ualem waid t#st Sb*Mt 3eatrog&l Kbnr7 Mad

xamp mwtbd Pn~r esidmui arxlt www~~a wevad Uernf"r not be able IA
eneeie vah Irn"Oun"cm tb* me w Pr**idGatIMW~f oiese Pierft Ede bad
ts ht e Presidstwy, bad falled, amd we@ nDW Ifthonst pWe or eantmaeO.

S&IONl "Mid Wat he tb U be would be able to pat te wthor a private $rapvithmt ditma1r awd 4uhmt mnk Iom atim.

4. T soked Sal w vb*Uel in the tbree ard one.ualf yns im* we
bad wmiad up a propoml In MOUts he hAd bow lead tO SE M atM O
our Prgp ae a resat or tdwgig areumstow". U240 Mid got for

the bant be thavot t proposal u gowA " orjgjn&U7 4rafted A tW
Was the Lim Vat he pUM" *4 PWW.

5. The ball is xttin in ait a awrt. go hopes I* be oblo to be
hom* to in beNs ang th is rwpwet t we sMwew Jath e pU*WWr Sgpsn.1 toad h1% Vtt We 4hf4 be Yea*ty md hap to do e,

44 "*duea, #d, 3ic



rile 3aptember 30, 1970

Williax Dianmd

YUGQ15LAVIA - TIB

L. *r. awle visdod m, ftmody, Awtomber 24. He #A tat be Wed
bees fWly briefod by Mr. Zele an the di--sim in Washngtan an-

e trning he proposed Une of aredit to Tvoslavi*. He said he undw stood
and sypathissd with or position d theat he and the otbor Tumsola'
autheritie needed time to oomider the vriov altorna1 S that a *
be used as a ansnel for orld Bank fvn& to Y1oslav indhwtrY.

2. MbbwhllA he had the fllwIg thr*6 points to makes

(a) He would like to hav from us " detailed a OatOament as we
could prepare an the critisisn Uat we had rtgardimg e appraisal

sMtbd and critwia of the Yugoslav Drresatent Bak. He felt tat
this void he vary helpful to hiM in bringifg about igrav*Mnt i1
the wrk of the YB ad in thet of oier instont banks in Yugo-
slavia. he said he had made simila request of oter dapartmwta
in the Bw* ooncexuifg appraisal methds in other ectors. (Its
Mr. lid not qastimour - ritlsiAs of YIS. lar did be vaggest

we cnser YIB as a caviol. I inaurred that ow crtique wma not
t opi, soM that wur onlwsion was neotst lowo--t least it
wes sufficimX acceptable to predns no eonmter-attak. Oe

- OM my be the fest that un of te TO w*0U ran contrary to
the prest drift of institudoal d4olopmant in Yusoolavia.
See (a) below. )

(b) He asked whether we could help arganize a training prograg in
industrial apprasiol for the ID and other inemstamt insttutims.
(Notes this is to be pw-svod with XM Ot. aL. )

(e) He said, with respect to a recipit of a bAuk 1e of eredit,
that be did not thin the Hatleel Bak ww appropriat. I vplAimW
to him that cur rsasi for suggesting te National Bwk as a poeI-
bility se that the propeal we had xaft was wsmact anlnmous to

th renecowting of .samoreial paper. *. Swle said he plarAed to
give frthw thught to tbis, but dubted the fensibiity of te

pOPeeal, given th role of the atimal Boa at preo t and tb
eant-n-ing stress tn h1. a te rols of federal institutiss.

3. , w r, he bad in xd the possibility of using sowtr
Institutim in 1 palavia, a Fund vhich s cncerd with providing redits
to yuosiav industry for eport. The nwo of the Institution is Fand sa

Xrtatiranio i Usigurm.4e Isvesnih Pelova. Its nzager is a Mr. bSaw
(Croatia) who, Mr. ft a mAId, is a very cawptowt person WM has at his
disposal & t~ehnioally qualified staff. The Board at Dictors of the Fund

omeiets.of epewtatives o tbe Natial Bak, Me Finamse )MANUT, tb
Bmkhvt As flotion, ete. It. Snole said he mid sad mu, after his rotur



.2

wae o n the ftVenedatio Md OCUTiv ome of this Paed-VhiobO ineiantally,
has espital of its own provided 1W the Fisnes HtieWts. In any eent,
he wsnted to think more about this posibilty wnd about other alteematives.
(Notes Frou other sourame I've learned that It. Baem is an sblo amiuiom

i. hio *UU is probLa a did". ms, o t = Fnd for
pwrpce woulA call for a mejor rovialmn of its purpoe and etivity. T7bu
is not to Wa the Fmnd is not the best buse to buid an.)

4. I told *. maU tat v. 4jpvi had *WSwtod tht I should stp in
Baigrade for a few dap *fte a wting in # I d W Mat at
beat I 9awld spend ouly a dsy or two in Belgnade but I folt, from this can-
verUat1. vim Mr. nolo, that sua a viet ww]d be prnsotre and tat it

wumd be bettor to rosuwa dau after the overawant bad bad mrw
opportmnity to oovoldwr the sitmatim. r. 3mle *grnwd. He said that vW
mewaeaftmat oarly Aeptmbor had on4g just boon translatad whon he left algrea,
he thowgt a metIg In as fd wn lU be am fruittfu in Movedr &M he
hoped I em14 *isit Belgr*de In Naov3 er or December. I told him Nwwwor msw

1but that I migt be abl* to pss through Belgreae in De*svw, if
a s iqpwtmt.

5. )r. 80019 mid it W" VWr Imortont to him tat we saw .sst h o
ftalogps on industrial flansing imstituUsux ao, that we voAd in dta oweree
%wouet an off*Wtvo wAn stiatory awnl== for lmnding to that SPAWe

ccs iMesss. Benjenk
P5t1rw m

WI-sa- 



wspteow 29, 1910

WJUU*m Diammed

WALpr *a-ircA - contrai Ariea soak tw "hegrto M

wfO mont a tlissl-n to CAUX a to Math$ Igs to appralW it fr A

loan. V oght to got Its IPs .

?ats
Murski



sepembrt2, 19m

Mr. Sajk ea pro.an -.awly v1at t. th s*a 4 ft*

.f laypt', t. orlw v he. po.l t, of lo. in th. fut..

a*t I "sme. Bonjank
Adwo*Jwah



1. The 'J.A.P. attach r'at ilxortance to the zxpansicn o2 the

of the induStrial zcor.

:.Z.abiZhed~t in 4') '. .;y,, .. ian Inrlustria.l B'nkis tho

main zspc:....ise' iustituirn !.jiich provi&z :.iu and lon to

financial cr dits -or the in-ustrial entornrises in the

IoAtirns in the spiit 'b2 dcv:loprm2nt hankz, the E. T.*.has

holn I in soltin up nct companies, ex-and and rono. ocasting

onos, and takin- activo ieasur'S in sclvin diifferent ,blems

which face its custciars. It's market r-searches, and cost

anal-sis ar- exa:zmluz o- cuch activitY.

3. Since its incption~, .I. cr':itz and lesn cx:c-dd

15 'illio povunas. Hinevcr, i" the year 1939 its c'dits

reached 5.9 ni'ion neuns out o hich 755 wcit to the

private onterPrioe in the U.A.J. ond 5Cr. ar: in the form

of meliun and lonL tarn crolits.

. In the ast th .. to finance a wi,:e -ng-n rf

irn .. icss cunes tDsmers are covori-n- a area L..a

producih: a vari-t; of foo's amion, the: art

-- lufacturoc, dals-i, uli atrls oo

and acniculturo prouc , minir.; etc.

The Prcmcsa1

5. Al! . r onrcas o.: in local curr ency a

haveroachd ovx. 16 :lil1ion MoUnns. Its anital is

1.5 .illion f-our and 1 4 . 8 ;:u-'soA 1cans fro: t"'

Contral Tan': ed oth: co;:<.ercial h. Tzocc '; its

activities o'n- zharlj; 'nd its lons in roC



and i ith thc continucd exnansion in the industricJ so c :or

bank exmzcts a riin' vclu-.- of basincss in the corin yotrz.

v n exnantin in itc o:rration in futur ln lys :.min

on its 2.ilit; to :.:akz coniit.mnts in foraign e::"'-% ,: h

now in sho;t sun"Iy and likdy to s*main zo for a lon pori:c.

Thorefor, the U.A.'. rcques tz the aszistanc of the 7crld

Bank in nrovidin the '.I.1.. with the forei-;n e:':chane it

--ill need for loans and credits c: the indluistrial pOject

in the U.A.,.



September 29, 1970

Professor Sidney M. Robbins
50 Overlook Road
Osas-, Now 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 Bea kok Post.

In Copenhagen I saw Sommai 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 aetions which are bound to have
important results. I am sure the Thats 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 Now York, or whenever you do return,
please get in tonch; it would be good to have a long talk with
you.

Sincerell y-ouxv,

William Diamond
Director

Development Finance Companies

cc Mr. Goodman
Mr. Powell

WDiamond :us



AWa Sgeteber 29, 1970

WMANj miaxm

A! E - 1VK - 0megn Vih "r. m~et

1. M. ,14tin vioited w Friday, 3eptsWW 25, to sw that Ar. IAMS

bad reported to him on our awfveratime the Proviame fttomw mW that h 2
cont3nt to -osm* thin- ox qgrod s. far.

1. He is Ple 4od with aw ~Iuaim cm the de/equity ratio.
Hs said he was ror to writoo to us formally an tho ankject. I told
him tht it was poa.ible his previ"s letter to Mr. Oustatem s
sumviient., in which as" we waud ffimpy wits to him 000epting

the proposal. if not, I would write to hin ev"eUth e draft Of
a mmr formal letter to us .

b. As for the native plade, he W emtent to 1MTP thiM s tbMY
ar", &t 1 , fOr UMe UiMe beirng HO ftlt that th# 10% WPUOn V"

mifficlant for the tius ben, bWt hie migt -ow b to us wi the
problem wamtime in the Maume.

2. 1 told hl-n I had bown unabls to give Ir. LAmC a reopnm to the
questi Mr. Lang had raised about the pasibiliV of rsadig the 10%
paoption to 20%. I sald w* flt that this 1ould be *qava4wnt te

giving a waiver to the mgtive pledg9 and that wo felt it would be
r -osr to take the vatter to our Board of Virooters If vo sw*r to
purr the ovums Mr. Lang suggested. Ir. Tenfeastain said he Under-
sto-d the lxsiUin am wruld rot went us to taka vush a emwa.

P4te"..n



FIP* Swpteviw 29, 1970

Williax DiamMn

1. Mr. Hrjmm of Bat7sv= asked for a *Uff mea t o a lo&
ot the 4evel"p"ent bank theme and to adwift an its poliWtes, procedures
and opwatimns. I told biM ths was 1xpossi but that I wm)d ftid

hm awns to Prom outside tbo Da it ths Bank anmidered the matter of
impartmne. S*eqgemt4y, he ralsed Owe questim with Mr. Laonne, **
repwtmd3,y agreed. I therofror told Mr. Hanumes we cmI txr, premptI7,

2. Vx. Perekb in prepared to msko Mr. IMdha aval41.o1A

awt "Osmr. TA~Ignse
A4*m*rh
Wsx iA



Willam Dinxse

1. bAsew. Shoib a3 44*n ga the XviU tat th Nu wo

taloe a look at industrJA in n &ft the prqp**Wd surve of th n

dus"rdal setor.

#. WhUvn uIll tbat survey msdAdn

b. Will am of the DrC xtaft be in the ares at that tnes, ia
which evnt he emMl stop for a fr d&Ys of twplwatim'.?

Ott 4ms. BOUJSI*

(Ystataow
U.mb

Wn~asene ej4



Willi& D.I&Mand

sPAfl -D 1O

aMqans do Dotaito" did not hObw us in COPOnksgm, PA is OPP&MUY

taimlg &Mand wi p es atien frmm n xsotosensao

nd marn spoke apiary of tis.

act )ors, - nja*
1ateram

Ousawamn



Davc, Outft Sqeptoer 290 1970

IS t 4 a W W15 bnmuiJ
1. Mr. Uinier b" asked tiw e coot not to omsult YsBID'S

New York sbasholftros (Chsea and 4uwfastursme Hammvr) mn 00an,
in prepanatimn for UkUd* a positin an a NMED project.

2. 1 used to do this vith Walter Daviiw an RMSM ps'ojeoep , t
tim to time. Uave we ~sg fto it an WrBnD proposols" I bave vbdnd
fmaim obeut +his. what are the pro* mnd oem



Mfr. Do1ea Ous~w Z~tme 29s197

w11Uam DLNM

1, W. RanersM of Trbddad 4aked for a Noting ad OA d4 not M

up. Write to him.

2. Wbat happwnd at 0h0 motng of utitrMS and Preeit?
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Septsber 29, 1970

Dr. Paul Krebs
Assitanet Gonmral Kaagr
Deutsche Biak A.G
Junghorstra"10 5-11

?rnfrain,

Dear Dr. Krebes

I rturned to wV effies fra urope this ming and found waiting
tr me your letter of September 15, amerning the visit to Washington of

Mr. Werner Blowing. Lot as wV at ne that I lek fwmrd with great
Pleasuro to mesting him. Would you be good amenh to lot his kn that
I would be happy not cray to ame his but als to arreoge for a risit with

VC and to have hiM for lume. If you could lot as know as soen an con-
TMUt ltm ws w N - MPOst him in W&shingtG, I shall ndm* the snDOISUr

arrmg.mats. (Inedentasy, I shall be -STIg the *Vutr7 en Oetober 31.)

1 know that you were In Copenhapn and I an tarrib4 *or that we
did not have the opportunity to most. The newting this year em d m
heete than usual and, when I left the elty, I iftlised tat I had wased
oweing =Vn old friends.

With best paranal regards,

Willian Diamand

Developeent Finance Cougpatlew

cc6 tMs1rs. G&W
H. Ko* w/copy of incomng

MantaediJbin



-September 299 1970

Dr. Willi F. L. Enel
Director of Department for
Developmet Banks
Kreditanstalt sal Winorautbau
Palmhngartnxtrasse 5-9
6 Frankfurt-am-main

Dar Willi t

I was very sorry to have boon so eloft to Frdntfurt and still
not to hay* had an opportunity to see yE. There are many things that
we, could have ily discussed, among tea the plas for the UNIDO
resting in Vienna in Deaeme. I hpt to see you at that time and I

am, therefore, taking this ocasion, on me first day back In the offioso
to write to you an oly me subject.

I understand from Mr. Colindres, the President of the Central Ameriean
Bank for Ronaede Integration., that KfW recently had a mission to exmine

the operations of CAMI. As you my know, we are just about to send a
misasion (which will, in fact, leave next feanday) to study the industrial

outlook in Central America. Its duties will be to review tvo condition
of industry in Central America, advise an an industrial strategy for tha

area., cnsider how the Bank an be helpful in finanuing sntry or in

helping organiso Its finances and review finncial institutions in the

area, especially C AME. A team of sove peWpl* will do this job and I

hope that by the end of tho 1wa we will have a uhbetter view of the

situation than we do nmv.

it ecurs to me that it will be v*:y helpful to us If ve ould
have a copy of the W staff report on CABES, Would this be possible?

I hop so, and hope you will be able to send it to ms right sury so that
I am pass it an to our mission.

With best personal rerds,

Since ly yours,

William Diamnmd
Direetor

Dvelopomnt Finanes ompanies

cci Masers. Gulhati
Mirski

WDiaond sjob



Muen Fepte*We 29 190Wnlim MAMMAm

T. o dS30ation fr. rirS, 4indb te PIAOU RLALOW md th
aenera1 Amneaw Of the qWpre DMsal"im'! COnporatiom visited = this

-uming (stebwr 24, 1970), at tm requet at Mr. UTIa 4* to -- _Obw

Me pqSpects of a low to the C=Vprme. Acoordifg to te aemna
Jbasgw, e Cmpw*Um neds to bmrw L 1.25 .m f in to be
able to feiUM tb g 7 tly in **Amd 101 Of qP@Mti=s whtth is WeWC
la natt fo4 years. (Loam alreoy inoreamed bV mirm than 2nW
betmemn 1967 and 1969.) Te esqxmtod eperaums would be about 60% fr

mmmfntest=-Ugx 30% for towrim, "nd 10% 1- P --- 0

2. I skod the Finamme Minister how a Iwon for the CrpormU= Weald
rank in prioiti in ratam to etvr roento for f in& Ubich Cyprus
has bofw* the World Book. Althoqgh he we distmrbmd at Qh thoght of
-ming to as* "10e 0 be said t tn1awd for private u-f"wWing M4
terism vim"d ruek Wib. I told the dalagatimn that 1 um%14 4iomm with

&W oalleso s itprospects of inelmding a lam for the Oorpw*Um in the
Beaks pz m tor qpus. if th u.m0luam s positive, I wUad tkm

.rrmpp as early as twisiblo, tr an mspmatoy visit from thla Depart-
smt to bomms faed 3Im with the CorporatUm and Lts mmiresamot. I ole

said %bt I igb possibly at* ber me &- in Cypru In Do m1b*. I
pramin4d to to Nn imd th Owporatim in th newt wak er
two.

3. 0 WOsese 41OSM Vasee KAM Of VISporstm, witb wbidh tbo Bmk
is tfamLSr.

4. TMe Omoral Mmmongr asked vhb~e we wase Interested in tovrims
mad I said we we vr amm Interestd. He asked about te peusuiblity
for an 37C invemrtamot, and we asreed that Wea was mot Possibl uhile
the QCap tdM -S VMWbdp reMaiS as at PrOMst. BMev, I p*Ia+md

out tM pmetlity and 4mIrmbLi tyt mint oparattm wit IC sad

----

OrrOMMe t* intredume UW mana4r to A. fttersmn

cot ftewo. Dwen

Sokee

WDUAwmdijub



September 28, 1970

Memoranda Mr. Diamond to Files

re Jean Tilot

See DFC Personnel Files
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Ravi Gulhati DATE: September 24, 1970

FROM: Alexander Stevenson

SUBJECT: Proposed Study of the Textile Situation

I am afraid there is no easy or short answer to the
questions raised in your memorandum 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 is 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 possibility 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
Kamarck

Macone

Bohr
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September 23, 1970

Mr. Vicente C. Lavides of Laguna Lake Develop t Authority of the Philippines

called today to say that he was in Washingto 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 tha he wa here with Mr. da Silva.

ptember 28, 1970

Argentine Ambassador is giving luncheon on Mon ay, October 
5, at 1 p.m. at the

residence and would like Mr. Diamond to attend

Invitations
Wed. October 7. Ambasador of Co mbia Reception 7 p.m.

RSVP 387-5828 20 - 20th St.

Friday, October 9. Ambassador of Uganda: Recepti 7 - 9
RSVP Regrets only. 726-7100, ext. 27. 5009 oughboro Rd.

Also Fri. Oct. 9 the Hanemans Reception to say 00 Ra * of

World Bank Building. Regrets only 477.22 .

Friday, October 2, Mr. Robert Nathan's Reception for obert
Newmann. RSVP. 393.4900.



-csula:

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. October 12, 1970 -- See attached confirmation.

URGENT
rf. iathew's note attached re sett up meeting this Wednesday with Gulhati group

' going to Central Ameria -- Pat on to be included. Got this on Friday have made no
arrangements.

Letter and note attached for IfD or re Dr. Salma coming here on Nov. 5 or 6 and wants
to see Diamond.

For you and Mr. Diamondls 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.

,RI
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September 16, 1970

Mr. Nelson Sshaenen
ftith, Barney & Co. Inc.

1315 Avnue of the Americas
New York, New York 10019

Dear NelsonI

I am just leaving the office for Copenhagen and so scme-
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 a fron Herbert
Bernenko. He struck me not only as a very civilised person who it
was a pleasure to meet but also one who can I think be of use to us
sometim in the future in connection with specific assignmnts in the
capital markets field. There are em@ 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,
Bernonko down on his list of people to maintain touch with for the
future.

I an grateful to you for telling me about Mr. Bernenko
and I hope you will remaber us should other possibilities occur to yo.

With best wiAes

8incerely yours,

Vii an Diamond
Director

Development Finance Companies

c Mr. Gaud
Mrs. Stone

WDiamond/smb



Nr. Neil J. Paterson Septemr 16, 1970

William Diamond

Colombia - CALDAS

1. You are aware of the rumors that we have heard concerning problems
in CALDS, 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 rymors 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 likAh ood 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 mre there.

cci Messrs. Arango
Acevedo
Hughes

VWiamn/snb



ir. NPil J. Paterson September 16, 1970

Central America

I. lou are aware that the swandm I wrote to you and Gutierres
s$00ttime ago about dealing with Central America is being acted upon,
following its approval by all aencorned, up to the President. The misgin
to consider the problems of the inadutrial sector will be leaving next
month. It is being supervised by the Industrial Projects department but
this Department has contributed three members to it, inaluding its head.
In general the misuion is doing the job proposed in sw original immorandus
and agreed by all concerned.

2. Exept for one thing. I proposed that the mission include
someone tecnieall qualified to advise en the feasibility of the establish-
ment of a Central American steck exchange. I have now learned that this
proposal has been dropped, partly because of the conviefion that such a
technical job would be better doe later, after the more general findings
of this mission were available, as a framework within which to consider
the more narrowly technical "pocts of a stock exchange. I an 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 yow
attention since it does depart from the recoeaendation I once made, with
which you had agreed.

*at Mosers. Oulhati
Mirski
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SUamber 15, 1970

The Ilicuable, Hims Lomg Fang
tited States Senator
Rom 1313
"s Swants Office BuidIdng

w 5inton, D.C.

OWa Smnator Pangs

I enjoyed ve'y such mting you yo te.rftoa.rmm, and the
oppartmty. talk to you about th work of ta World Bank Grov
in promoting and providing finance to dveslopemt bamtarsomd avmo
world.

You & d tor sow literature about sab 1nttut* es in te
P&fic Area. I take pleagsre in enlsing hewoith copis of tbo
Auaul Reports of ts five delmet bmU in that part of the
world to which we we providing tinanc. TkmW WO e gern Dsw*1Op-
sni Fiammc Corportion, China Devolpent Owporatim, Private
Drvelopmat Canpwatimm of the Pmillppimes, Indurtrial Finance
Corporatimn of Thailand and *Iaysian Indanftral ftw*IwPwMat FInanmi,
UiMdted. I an also enlosing a brief descriptive momrmdm about
each of the comp*e.s, and mte ni ew and addresses of their *hof
exeutive Officers.

We talked abut the possible interest of imwstorS frOM Your
State in that part of the world generally, and in suha Institutions
in particular. I an amfident tW have mAch to offer as Contacts
for invntws and 15nemsn in than *nmtries. I would like to

re-t sw ofter to Introduces You or O f r m nstitumnou whmn
3mm comond to those devolopient banks.

Mfr, WiVsem kSif visit aNo Aas, "nd Out diainsm s .Ight
hav raised qumetias in your mind, If a., plemse do not bmita

toall m.

Witb best wishes*

Sinseel ya',

Willia" Dismd

amm"t agowt Firnesn Ommi=wm
Attacbsonts

Cc' k~



AS5CCIATICN ir ECoNSTRUCTION AND DEVELOPMENT I CORPORAION

OFFICE MEMORANDUM
TO: Mr. Neil J. Paterson DATE: September 14, 1970

FROM: Willian Diamond

SUBJECT: GRTEECE - 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 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 proposal is a conventional arrangement, but calling for
proportional voting in selecting a Board and providing for
decision-making in the &ssembly and Board by more than a

majority vote on only a small 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.

4~. Under this set-up, IFC is not autoatically 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-. Wat's to be done now? The attached paper is a proposal to al3

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 3cecutive 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: /s. Linder, Gustafson, Grayson
WDiamond:bda



Sc)t2lbcr 13, 1970

Proposed 11ew Structural ArrangemenLs 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 NI3ID
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 all to the skill
of its manager in developing NIBID as an autonomous financial 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 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 onership 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.

L
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 praiided for in Article 15 of NIBID's Articles, 3/5
plus 1 of those present at a shareholdex meeting 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/h 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 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.

4. It should be possible to provide for the forgoing in the Articles. Onlyone matter calls for a special arrangement among the principle shareholders, withinthe framework referred to in 3e: that is, the composition of the Executive CommitteeGiven 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 byne other shareholders.

a. An agreement among the shareholders, including NBG,would be needed
to fix this arrangement - "until the composition of ovnership 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 advantagesto 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. IFCwould want NBG to be party to such an agreement, which would thus be included in"he document which reflects ha above.

6. These arrangements would workbest if the Executive Committee met morefrequently than is now the case. On the other hand the full Board need not meetmore than 2 to 4 times a year.

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



15, 1",0
UNYDO

TI~ilA T

IOROCD *RR1EJOINV 10 J11

2mP ,X'cT ARImv M ?VD 1AVE 12th

1Tt/M
1 T'*E4C T, I

MNEO%7r FNANF 0'4PNTMF



LOG (Mr. Diamond o/r - copies to Ursu 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 189pt.--Formag--nvitation will be forth-

coming--(note IFC reception and luncheon is on this date). fl -

8/18 Formal invitation to the IFC reception and luncheon received.--September 23rd at

12:30 p.m. in Copenhagen (invitation attached).

8/19 Proposed itinerary for your travel to Copenhagen received and attached.

8/20 Invitation to Xl Delegations' luncheon to annual meetings received and attached--

Monday, Sept. 21 afrJ2:30 p.m.

Mr. Melvin MoCall 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. MoCall

will call 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 Metings. He will be in Copenhagen between the 22nd and 25th

of September.

The tax and retirement office called--

Your own personal traveler's checks 1m for your trip to Copenhagen will have to

be purchased through American Security and Trust Company.

8 / 2 4 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 Eateve of A. D. Little called--will call you after the 31st.



September 14, 1970

Dr. Gerhard Rohnfelder
855 Forchheim Ofr.
Numberger Str. 9
West Gezrar

Dear Mr. Rohnfelder:

Please forgive the mix-up which led to x calU. to you,
last week. As you now know, it is we who erred; your letter
hadn't reached n. I'm sorry.

I'm even more sorry about your decision - even though it
*am as no surprise to me. However, good luci

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-
sulting assigmment. iuld 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 observations
on aw such institutions you visited during your trip.

With all good wishes,

Sincerely yours,

illUau Diamond
Director

Development Finance ompanies

Diamond/mwb
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Silli= Dismond

pkutan -_Timin of VICIC 'limsi- -

I have seen your draft me:orandum on this subjeCt.

Let us vroeepd with the apraisal mission as scheduled,

vbich, I believe, is for October. deasite the change in the

date of the elections. In view of the time required for con-

pleting the ap-raisal report and processing it here, with luck

we will be able to proceed to a loan without any delay. If

there should be a delay for whatever reason, we can worry then

about what measures, interim or othorise ought to be taken.

The Ares Departrent is in agre'mnt with this view.

You ougnt to lay on your mission arrangeiants accordingly.

@c r. Wiehen

WDiamond:us
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INTERNATIONAL DEVELPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Neil J. Paterson DATE: September 14, 1970

FROM: William Diamond

SUBJECT: GREECE - NIBTD

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 Shareholderst 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 small 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.

4. Under 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. What'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 Comittee; 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: TVs. Linder, Gust.fson, 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 all to the skill
of its manager in developing NIBID as an autonomous financial 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 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.

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.

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 pearided for in Article 15 of NIBID's Articles, 3/5
plus 1 of those present at a shareholdeis meeting 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.
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(ii) A 3/4 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 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.

4. 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. An 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
would want NBG to be party to such an agreement, which would thus be included in
the document which reflects ha above.

6. These arrangements would work best 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 4 times a year.

7. 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.



Septe'abcr 11, 1970

Khun Somai lHoontrakool
General Iianager
The Industrial Finance Corporation

of Thailand
101 Naret Road
Bangkok 5, Thailand

Dear Khun Sorasii:

hany thanks 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 wfhrn your letter vill. be
shoim to him. Mr. Diamond will of course be discussing
with you at Copenhagen matters concerning IFCT and our
end-use mission will only be sent thereafter. Heanwhile,
we are holdin ' our mission in readiness to start work at
IFOT on October 19 should this timing prove convenient to

With best regards,

Sincarely yours,

P. M. athew
Deputy Director

Developraent Finance Companies

SGupta:cbm
cc: Mr. Diamond (o/r)
cc: Messrs. 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 O.M.5.l1, 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



DRAFT
September 9, 1970

TO:

FROM: William Diamond

SUBJECT: Revision of Operational Memorandum on Development Finance
Companies

1. Attached is a draft revision of 0.H. 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;

b. R68-204 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 R68-20h;

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

d. the memorandum of May 2, 1969 from the Director of Adminis-

tration regarding the handling of sub-projects under loans

to DFCs;

e. Administration Circular of May 6, 1969, on "Responsibility

of Development Finance Companies Department for Financial

Intermediaries";

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

DFCs and on government privileges accorded them.
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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:

(i) 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, O.B. 1.12 needs revision.

b. Para. 14. 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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e. Paras. 19-21. The Bank's most recent views on government

privileges and subsidies to DFCs are recorded.

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

charged by DFCs.

g. Paras. 30-31, 33, 48 . These reflect the increasing concern

with the DFC's contribution to economic growth.

h. 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.

1. Para. 4. 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.)

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

and satisfactory experience, may be allowed a fixed

amortization sch.dule. The Bank may also accept its

certification, rather than conventional documentation, as

a basis for disbursement.

k. 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.



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 0.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."

c. Need for the present kind of covenant "protecting the

Bank's interest."

d. 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 O.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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DRAFT

September 9, 1970
(0.M. 5.11 Revised)

DEVELOPMENT FINANCE COPANIES

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 company, 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 LFC and will be dealt with in

accordance with this Memorandum.
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4. Agricultural Credit Institutions. 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 O.M. 5.30.

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

Its 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 IECs 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.

7. 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 internwdiary institutions, which are

simply conduits for Bank funds, nor with the loans made through them.
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Conditions for Assistance to DFCs

8. In looking at a request to help establish, reorganize, finance or

otherwise assist a IFC, 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 EFC 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.

c. 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.
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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 loans, 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. Moreover, 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. O-wnership, 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

own objectives and with the developmental objectives of the member country

in which the DUC 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., maximum 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 statement is intended to provide, not inflexible regulations, but

general guidelines from which the DFC may depart in appropriate circumstances,

after due deliberation.



12. Confidence in the policy orientation of the DFC 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.

14. Scope of Operations. I-ost 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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It 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

froi, 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. Many such DFCs, recognizing this fact, and the pressures

it leads to, establish for themselves, from the outset, a clearcut policy

which precludes 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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17. 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 JEC 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 DFCOs 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 EFC

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.

19. 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.

21. 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



- 12 -

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 0.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.,the

real, not simply the nominal return, must be satisfactory. 
Account must

also be taken of the fact that governments 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 DFCts 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.

24. 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. When 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

community. 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 O.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. Economic Environment. Like any other object of Bank financing, a

DFC must be appraised in the context of the environment 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 government 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. Institutional 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 governments (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 environment (paragraphs 30-31) and of the activities of

the DFC (paragraph 32).

34. Conditions for a Loan. aamination 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 (environment), 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

justification 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.

37. 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 orld Bank Group, the Bank and IFC play complementary

roles in financing DFCs. Thile 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 nonnally 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.

40. 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 DFC5s capacity to do its job.

Part IV. Main Features of Loans to DFCs

4l. General. In making loans to DFCs the Bank relies fundamentally

(a) 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.

42. In general, the terms of loans to DFCs are similar to those of

loans to other borrowers. Hoaever, such loans have some peculiar features

which are referred to below.

43. 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 operate. If

the law under which it operates, or its charter, or its policy, allows



- 22 -

operations considered inappropriate, the Bank will (a) require the DFC

to withdraw from such activity or (b) will prohibit use of the Bank loan

for them.

44. Withdrawal 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.

45. 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 IFC by authorizing withdrawal

without prior approval for an individual project calling for up to a

specified limit (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.

46. 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



- 23 -

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 ill 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.

47. 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.

48. 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 complx 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 54.)
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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 sizplify 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 certain maximum period,

usually 15 years.

54. 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. Tfhen 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 early stage.

However, in the circumstances in which many DFCs operate, this is very

difficult to achieve. 1here 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 Loan for Technical Assistance. The proceeds of a loan may

be used to finance staff or studies directly related to 
the purpose of the

loan 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.) Where 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

simpletof which is to pass it on to the DFC's borrowers.

63. 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.

64. 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 6f 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

satisfactory 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 goods 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 reasonably 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 Bank!/; 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.

71. 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 Bankts Projects Departments and

from the Engineering Department of IFC in reviewing technical aspects of

investment projects submitted for Bank approval.
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3315 Garfield Street, N. W.
Washington, D.C.20008

September 8, 1970

His Excellency
Augustin Papic
Permanent Pepresentative of Yugoslavia

to the United Nations
12 rue R. de Tras
1208 Geneva, Switserland

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 (which
was not long enough) and uncertainty about my plans for
Europe. The first in finished. The second I have tenta-
tively decided on. So I can now write.

May I come to see you on Saturday, September 26?
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 morning. If this is convenient to you. Please let
me know if it is not.

My reason for this visit 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. 1 hope I'll hear from you by then. If your
reply is delayed, perhaps you could seid4 it not only here,
but also to the Tre Falke Hotel, 9 Falkoner Alle, Copenhagen.

With best wishes.

Sincerely yours,

William Diamond

WDiamond- as
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Sept. 8, 1970

TAX LEGISLATION IN CENTRAL AMERICA

Copy of Mr. Greenebaum's memo sent

to Mr. Gulhati - "to read".



September 8, 1970

Diamond to Greenebaum

See letter on DFC personnel

Files.



".-ntember 0,19'TO

Mr. Stevart Meon
at Bloque ?o N 1
PIne Beach Estates
Autopista de Castelldefels
15.8 'rk. Oara
Barclona, 'pIn

Dear Stewart:

Please, Vhen you are In (or near) Barcelona, do
tbree favors for m*

1. Visit the Picasso museum.

2. Make a systematic tour of Gandi s houses , offices,
park and dhurch. (You may need a drink after
this tour, iv vhich case bill me.)

3. If there is a 'iro ex hbit, see it.

Then send me some Plcasso, (di and iro postcards.

After yor holiday I pain, vhere do you go and vhat
are your coitmnts for the next six monthst

Hope you are well. oits joibc me in best idhec.

Sincerely yours

Villiam Diamond
Director

Devel ent Finance CoPan.es

cc Mr. Clayton

Wfiamond-us
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September 4, &970

Letter tMr. Postel-VTiay

and memo to Personnel Files

re Mr. Claude Blanchi

-- see under DFC Personnel Files



1, 1970

APRCIATE YUCA STOP NAVE INFRE ADAiE TPBR

CC r,.Gustafsty%

Wiaxmd "-4
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCiATION CORPORATION

September 1, 1970

Mr. Diamond:

Mr. Birla wil be here at 3:30 p.m.

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

Mr. T. C Saboo - Managing Dir. B la
Mr. Mandelia - Special Advisor to . 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 India)
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 but agreed 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
ASSOCIATION CORPORATION

8/31

Mr. Diamond:

G D. Birla's secretary called again --

Will you be able to see him while he is hereO?

Jeri

I



September 3, 1970

Mr. Serge Guetta
Director General
Societ6 Congolaise Financiare

do Dfveloppement 5000FIDE
Bot. Postale 1148
Kinshasa 1
Democratic Republic of the Congo

Dear Serge:

Thank you for your letter of August 24, 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 8000FIDE 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.

This being said, maybe it would be wise, for the time
being, to proceed with a certain caution in the matter of resources.
SOC0FIDE 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 0CO7FIDE'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 a 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 Garfield Str., N. W.
Washington, D. C.

September 2, 1970

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

Gentlemen:

Attached is my check for $20.00. 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., V. W.
Weshington, D. C.

September 2, 1970

The Prudential Insuranee Company
of America

2413 Blueridge Avenue
Wheaton, Mlaryland 20902

aentlemen;

I have received your "Notice of Divilendes' a copy of

which is attached. Am I suppose to do anything about this? Is

this sut added to my account with you or an I to receive a

check?

Please forgive me for having to *sk.

Sincerely yours,

t94s V. Diamond

Attachment
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DECLASSIFIED

FEB 0 3 2016 3315 Garfield Street, wW
WBG ARCHIVES Washington, D.C. 20008

September 2, 1970

PERSMAL AND COMFDENTfIAL

Mr. Serge Guetta
Directeur GOinral
Soci6t6 Congolaise de Financement

du Developpement
Boite Postal, 1148
Kinshasa 1,
Democratic Republic of the Congo

Dear Serge:

On ry return last week-end from vacation, I found your hand-
written letter of August 19 about the Alhadeff paintings. I am mst
grateful to you for the trouble you took. I am also happy that
Yr. Alhadeff was pleased with PV 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 customw in Dulles Airport. I am now in the
process of getting themi; 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, beet wishes to Gaby and to you,

Sincerely yours,

William Diamond

WDiamond jmb
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MAY 1 2 2023

WBG ARCHIVES 3315 Oarfield Street, N.v.
Wunington., D. C. 20006
September 2, 1970

PERSNAL AND O0MMUNIL

Mr. serge Guetta
Directeur Gneral
Socifit6 Congolaise de Finance-ment, du

Developpemnt
Bolto Postale 1148
Kinshasa 1,
Dem ratio Republic of the Congo

Dear Serget

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

No one 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 depwture from Washington. In a judicious way a question was
raised and we were given the distinct impression that the situatin may
not be as sad as your letter suggested. The thought given us was that
the President of SO?IDE is firmly in his job and will remain no. Also,
that other duties will not be allowed to become so burdensome that thqV
culd interfere with the presidency of 5OFITE.

I am sorry I shall not see you in Copmmhagen, but I am looking
forward very much to seeing douard and to having an opportunity to get
up to date on him and on the affairs of 8OWIW.

Youvsame note referred to Neil. I was pleased to lesam that you
had made no comitment to him.

With best wishes,

Sinceely youer,

William Diamond
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WBG ARCHIVES
SdPtW*W 2, 1970

PMSMAL AND 0OW73WIAL

Mr. Sorge Ouatta
Direetmr Gsral
sftir A aotaolaiso do Fin(aMSha e d)

Developpmeent
Boite Postais 1148
Kinsiath 1,
Democratic tpubli of the oang1

Dear 54rges

yesterday wo zattrd &rne which should, I think, have your atetr n.

Tirat of al, several of us interviewed Mr. Tilot. I wil send you
our nkluxions about hi (o"d his onclusions about ths wilgo) later today
or certainly before ste and of this week. But you ahould kn now tat
Mr. Tilot was given the impression in elgim that he was WMt proned as
Me an to r=u 30CFI9-pirhaps now, but in ay event after your epaoted

dapartvre. I have had to tero him thhadnt and t te long-term
future for SoMFIDE's mnpwwmnt was., but that vo VWer not cnsidering him

for a manaorial post either today or tomorrow and tat In bin thnng
dbout SiFZ he would bw he m thi would b the naet

Direeier General.

I a not sure what If arqthing you can do, and prbably you can do
nothing, about correting in iAsmls the impression wich Tilot had. But
I think you should be aware of the situation becamse it will affect the

reesanndtions of stkff that axe mede from iBomaels.

Th a the matter is that I received yeaterday a letter from
I. Bvoiaia of il laioe who told me that he had talked to you about

a "thbird financi al adviser of Belgian nationality" and ""y that he is

"in a position to find the right man" baeausse he knos the qualifications

and te work that will havo to be done by this man, Mr. Bonvoisin added

that he wmuld like to know wbether vo will "positively rely" mn him for

the choice of this mn,

Of ouerse I nout write to Mr. Bonvoisin today that vo cownwt

"tively r*17" an him and that we would have to review the qualificatlow

of aid interview his cnania together with many others. I shall send

you a ccp" of the letter I write to him,, Here, again a false impression

exists which I wish could be diapelled.



Mr. Serge GOatta 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 companies and I also note that you want to leave the
choice of the third wn entirely to us. I am aware, of course, that you
are thus able to tell the Belgian shareholders that you cannot make a choice
among them for a candidate &nd that we will have to make the choice.

"Tels satn les &lment. essentials intervenus & ce jour does cette
questlo d6licate."

Sincerely yours,

William Diamond
Director

Development Finance Companies

DCtamWd jezosO
DFC Personnel Filea



Sptember 2, 1970

4r. serge Guetta
Directeur GOnkral
Socik& Congolai .do Financwssmet dg

Dorvolopportent
Bots Postale 1148
Xinshasa 1,
Democratic 114public of the ongo

ftar Serges

In vW abwev Einar has acknovlodged thrsw letters that you sent
to in. He will be writing to you in detail about cur viewe on the im-
portant issues you raised in two of the letters. However, I want to
take the occasion of Cherif Hasson's visit to you to santion 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. Theo* are absolutely vital to us, not oly in helping us
select the right people, but also in koeping the roeord straight with
the UN on whose bhalf (in a technical sone) we are doing the reoruiting.
It is not enough for us to refer simply to people oert in the preparation
of dossiers, or to say that one man will be especially conerned with
financial operations. Either of those descriptions would include very
junior people and very senior people and also the first of those de-
criptions would include an siunomist or a financial analyat or an engineer,
as well an a "general investment officer" type. We think we know what
you mean and what you want, but I hesitate to act on our guess witout
knowing that we are right.

It my be that by the time you receive this letter you have cabled
a response to Mr. Sakse's question of yesterday. In any case, I am en-
closing a copy of a typical job description of an 1FC investment officer
which, I imagine, comee close to what you have in mind. Whether or not
you have sent a response to Sekss, you Dight wish to cable or to mail
yor modification of the attached IFC job descriptions. Needles to say,
it would be necbv=r tor you to indicate the level of eprience you

r expecting or want.



Mr. .9arge Ouetta Septemiber 2, 1970

You may think I am being bureaucratic on this point, but I feel that
this is nogsar7 if we are to do our duty both to you and to the W.

As you will appreciate, we need the ,ob descriptions not only for

the usn still to be hired, but also for Gratry and Caldaro1a.

With best wishes,

Sinerely yours,

William Diamond
Director

Development Finance oqanis

Attachmmnta

act Mr. Sekse
DPC Personel FileAs

'Wamond jm



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

supporting the Corporation's representatives on the boards

of development finance companies;

(i) 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

loans which development finance companies have received from
the Corporation; and to prepare correspondence relating thereto.

QUALIFICATION REQUIREME4NTS

(a) Age 35 - 45 years.

(b) 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; economics; banking.

(c) Fluency in English and either French or Spanish.

(d) Candidates must be in good health and able to pass a prescribed

medical examination.

(e) 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.

SALARY

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.



POIrION A?:D DUTIES F Al INkESThENT OFFICER

The Investment Officer is appoint.ed 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 Invostment Officor is charged with, and within his oin sphere,
is responsible for:

(i) the promotion and analysis of new investmont
proposals and enquiries, being mindful of the
economic and political situation in the country
orcountries for which he is responsible and
including promotional visits i. 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-
munity;

(ii) the development of eligible investment proposals
to the st: of completed investment and in which
the investment officer will himself be responsible
to a large extent for the required attention to
the financial, managerial, marketing, corporate,
legal, engineering and general economic aspects
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 Comurittee and thereafter to
the Executive Board of the Corporation.

(iii) the investor-control of existing Internation-.l
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 ianagement are kept
aware of any particular problems confronting the
investment and advised of suitable courses of
action;

(iv) the supervision within the provisions of the
relevant International Bank loan agreements
of the use made by development banks of Inter-
national Bank Funds.

(v) 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 minrket-, legislation
on tax corporates or any other factor affecting the
investment climate from tho point of view of ,local
or foreign private investors and thereulpon to a.1vIs
the hcad of his division of anry Eignificant devrelop-
mont which may affect the soundness profitability
and general economic justification of new investment
proposals; make recommendations for negotiations on
conditions and terms of future investment; and also
to recommend action necessary with regard to existing
International Finance Corporation investments.
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Mr. Thoas. A. Blinkhmi 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. I will be very

grateful for your suggestions and help.

Attachments

WDiamond bam

cc: Mr. Powell



September , 1970

Mr. Serge Guetta
Director General
Societ6 Congolaise Financigre
do Developpemant SOCOFIDE

Bolte Postale 1148
Kinshasa 1
Democratic Republic of the Congo

Dear Serget

I take the liberty of enclosing for your infomation 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 in 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 thbir 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 sometim been very
much concerned about the economic aspects of the work of the development
finance companies associated 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, I 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 xV colleagues.

With best wishes,

Sincerely yours,

William Diamond
Director

Development Finance Companies

Attachments

Wfiamond: h
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dlllla Diamond

Oppoitutem for Meeting

ThU 1. tO connuf that I shll be hbqf tU mt Wt os at

tSe "Ua yu aeted, 3:30 p.m. Yhuredla September 24P 1970 in

copenmka.
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september 1, 1970

Mr. M'hamd Bargach
President
Banqu Nationale pour l DeveloppeOWAt

Economique
Boite Postale 407
Rabat, )hrooo

Dear Mr. Bargaehi

Please a"3ow me to thank you for your letter of

August 9, 1970, permitting us to use DE's operational ratios
together with those of the other companies associated with the
WorLId ank 3roup, awid for the table of MDE's ratios which you
so 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-copany comparisons difficult and

this reservation is commanicated to our companies when we cir-
culate these ratios.

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

Thank you again for your coperation.

our. sincerely,

4lliam Diamand
Director

Development Finance Companies

ce Mr. Pollan (with a copy of the
incomiag).

TSan~inser



Septomber 1, 1970

fr. forroll 0. Boren
Presi4ent
FrankUt Bwok Progrm Inc.
801 5"oud Avanu
Now York, Now York 10017

De*e Mr. Boven:

ThA2ke for your letter of August 18, 1970.

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

For my part, I was halpy to meet you. If, in doing your
homwork, you think of somevay in vhich I ean be of further help,
pleese got In touch.

With best vishes,

Siwearely yours,

1illim Di&ne4
Direetor

Developownt ?InFne* copanims

a*t Davdmon Sommers

WDIAMOD/skh


