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FORM No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELO 
ASSOC I A TI ON 

~T I 

OFFICE 
Mr. Robert S. McNamara 

John H. Adler ~ 
AID's Attitude to the Third IDA Replenishment 

I NTERNATI ONAL 

1. Mr. Ernest Stern, AID's Assistant Administrator for Program 
and Policy, has sent us on a confidential basis excerpts from AID's 
Program Memorandum, FY 1971, on "Multilateral vs. Bilateral Capital 
Assistance". The memorandum is mainly devoted to a discussion of IDA, 
and clearly reveals AID's basically positive attitude towards IDA 
replenishment. In general, AID favors increased multilateral aid 
provided that a) other donors match U.S. contributions in roughly 
present proportions, b) IDA agrees to do program lending "as 
required" and c) increased multilateral aid programs do not re.quire 
U.S. bilateral programs to be reduced even further from their present 
law levels. On the Third IDA Replenishment, the memo regards $650 
million annually as a "minimum target", and argues that, since attempts 
to negotiate special s~eguards for the U.S. balance of payments would 
weaken the U.S. bargaining position and possibly jeopardize the 
replenishment itself, such safeguards should not be sought again. 

2. The memorandum is focused on IDA at least partly because of 
AID's judgement on the capacity and effectiveness of the other main 
source of multilateral concessional aid for capital assistance, the 
regional banks. AID assumes that the operations of the Asian 
Development Bank will grow in the early seventies, but those of the 
African Bank are assumed to remain small till at least the mid­
seventies. Of the Inter-American Development Bank, AID comments that 
it "has not been effective in managing its resources to achieve the 
maximum development impact ••• If efforts succeed to increase partici­
pation by other donors, there could be some reduction in U.S. 
contributions." 

3. The Bank Group, by contrast, is judged competent to handle a 
significantly expanded volume of lending. The AID memo is in no 
doubt about the Group's ability to handle annual lending of $2,750 
million, which an IDA replenishment of $650 million annually is assumed 
to imply. It is more doubtful about the Group's ability to lend 
effectively at $3,300 million annually, which replenishment at $1200 
million (apparently AID's "maximum target tI) is assumed to imply. 
To avoid compromising standards, AID feels this would require more 
technical assistance for project preparation, a considerable expansion 
of the Group's project appraisal staff, more local cost financing, 
and more program loans. Alternatively, IDA lending could be expanded 
at the expense of Bank lending, which would lower the total lending 
program, but ease average terms. 
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4. The memo argues that the chances for achieving the low replen­
ishment level of $650 million annually are "fair to good", noting that 
it is little above the present commitment rate and only about $100 
million above the range of levels discussed seriously during the 
Second Replenishment negotiations. Replenishment as high as $1200 
million annually, however, "would be extremely difficult to negotiate", 
"would require a substantial reorientation of donor aid programs", and 
would carry the "real danger" that some governments would reduce their 
bilateral aid. 

5. The memorandum notes that channelling aid through IDA has two 
important advantages for the U.S. It has the political advantage of 
enabling the U.S. "to avoid some of the abra,s,ive , relationships inherent 
in enforcing bilateral aid conditions in some countries", and, by 
involving other donors also, it creates a multiplier effect for U.S. 
aid. For recipients, channelling dollars through IDA makes them 
available on softer terms and on an untied basis. 

6. On the other hand, multilateral aid is significantly more costly 
to the U.S. balance of payments than bilateral since such a relatively 
small part of IDA procurement is in the U.S. And bilateral aid "assures 
concentration of aid in countries of prime U.S. interest" and "is 
a more effective and flexible instrument for pursuit of special objec­
tives. " The memo concludes that on balance multilateral aid comes 
closer to serving tLS. interests 'in India, Pakistan and Indonesia, 
where the U.S. has less immediate national interests and already 
operates through effective international consortia. Bilateral aid 
seems more essential in Latin America, where the U.S. has closer poli­
tical ties and "greater explicit interest in political and social 
reforms,;" "These considerations argue against pressing for substantial 
increases in the, -share of IDA allocations going to Latin America at 
replenishment levels substantially below $1.0 billion a ' year, so long 
as bilateral aid to Latin America is adequate." 

7 . Special attention is given in the memo to the fact that IDA is 
no longer prepared to do program lending, even in India. The paper 
concedes that some of the same balance of payments benefit for recipients 
is produced by local cost financing in project lending, which the Bank 
Group already does to a limited though increasing extent. But it is 
argued that this is difficult under IDA's Articles, and in any case 
produces benefit to recipients very much more slowly than program lending 
because of the frequently slow disbursement pattern of projects with a 
high local cost component (such as those in agriculture). The memo 
also notes that, while the Bank Group has been very effective in 
exerting leverage on borrower policies at the project and sector level, 
its leverage at the macro-economic level could be greatly enhanced by 
willingness to resume program lending. "Until the Bank is able to make 
program loans, its leverage will complement but not substitute for 
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that exercised by the u.s. and bilateral programs." As noted above, 
in paragraph I, the memo makes AID's support of increased multilateral 
aid conditional on IDA's willingness to do program lending "as 
required", though the precise meaning of "as required" is not specified. 

8. Finally, the memo discusses the form of U.S. contributions to IDA. 
In particular, it compares replenishment along familiar lines (or 
through allocation of SDRs) with the U.S. continuing to contribute 40%, 
on the one hand, with unilateral U.S. contributions on the other. 
The memo favors the former "since it retains Bank flexibility in the 
use of funds and promotes maximum donor participation." The danger in 
relying mainly on unilateral transfers, especially if tied to U.S. 
procurement or objectives, is the threat such a policy would pose to the 
multilateral character of IDA. By increasing the U.S. share in total 
IDA financing and by restricting the use of large U.S. contributions 
additional to replenishment, the Bank/IDA would increasingly be seen as 
executing U.S. foreign policy. Once the U.S. established the practice 
of unilateral transfers moreover, other donors might follow suit, thus 
endangering the whole system of multilateral replenishment. 

9. The memorandum notes that there has been Congressional support 
for shared multilateral contributions, at least at the relatively low 
levels of multilateral assistance which have prevailed in the past. 
This "may not support the markedly higher levels contemplated here." 
The paper concludes its analysis of IDA with the warning that as U.S. 
contributions to IDA increase "Congres's may attempt to extend detailed 
policy control more effectively over that segment of our aid. In 
particular, we may soon face pressures for more effective tying of U.S. 
£ontributions; for the application of the bilateral barnacles to our 
share of IDA funds; and for more penetrating scrutiny of' the operations 
of IDA. U.S. extra-replenishment transfers are likely to be particularly 
prone to such actions by Congress." 

Comment: I find the document rather disappointing. As you will recall, 
during the summer John Blaxall and I had intermittent discussions with 
the people at AID who were working on the draft of this paper. It is 
particularly disappointing in two respects. First, it now refers to 
replenishment of $6.50 million as being a "minimum", whereas in our 
conversations and in the tables they showed us, they referred to a $6.50 
million replenishment as "low", implying that it would be contrary to 
the best interests of the U.S. Secondly, the real joker is that the 
paper indicates that any increases in U.S. contributions to IDA should 
not result in a reduction in bilateral aid. We had been led to believe 
that what they had in mind was a gradual move of all bona fide develop­
ment aid (i.e. other than aid of the Vietnam type) to the Bank Group and 
the Regional Banks. 

On the other hand, in the light of growing Congressional scrutiny 
of all international organizations in which the U.S. participates, I feel 
we should take seriously the warning referred to in the ninth pa~graph 
above. 

cc: Mr. Knapp 
Mr. Aldewereld 
Sir Denis Rickett 
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FORM No. 57 

TO: 

FROM: 

SUBJECT: 

I NTERNATI ONAl DEVEl 
ASSOCIATION 

ENT I INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 

~~ Mr. Robert S. McNamara DATE: N 

Denis Rickett 

IDA Third Replenishment - France 

This is to record your conversation with Mr. Plescoff this morning. 

2. You had asked him to call to discuss with him your ideas on the Bank's 
need for additional equity capital. You also ~ook the opportunity to ~how 
him the letter dated November 13th which you had received from M. Giscard 
d'Estaing. 

3. On the first point, you said that you had decided not to ask for any 
immediate decision on a general increase in Bank subscriptions. You would 
instead propose that, in accordance with past practice, Bank subscriptions 
be increased in line with selective increases which might be made in Fund 
quotas. Although you were not asking for an immediate decision in favour 
of a general increase, you were inclined to think that the Bank needed an 
addition to its equity capital. This could, however, be achieved either by 
an increase in the subscribed capital, or by a reduction in the transfer of 
Bank profits to IDA, or by some combination of the two. These matters were 
clearly related to the question of the Third Replenishment of IDA and you 
would, therefore, propose that they be discussed in the same forum in the 
course of the negotiations for the Third Replenishment. 

4. You then showed him the letter from M. Giscard d'Estaing, of which he 
had not yet received a copy. Mr. Plescoff pointed out that the letter referred 
to the possibility not only of an increase in the Bank's. subscribed capital 
but also as an alternative to the calling up of some part of the existing 
capital. You agreed that this was also a possible way of financing an increase 
in the Bank's equity. You added that since the Bank Management would, in the 
next few days, be circulating a paper s~ating its position on the Bank's need 
for additional capital, you hoped very much that this would enable the French 
Government to proceed to nominate their representative for the Third Replenish­
ment negotiations. We were anxious to have a meeting of the Deputies in the 
first half of December and had in mind summoning a meeting in Paris on December 
8th and 9th. If this was to be possible, the invitations together with the 
agenda and papers would have to be sent out at the beginning of next week. We 
hoped that we should by then have received the name of the French representative. 
You would be writing to M. Giscard d'Estaing in this sense in reply to his 
letter but it would be helpful if Mr. ~lescoff would communicate your views to 
Paris in the meantime. He undertook to do this. 

5. You then gave him some figures, which you emphasized were confidential 
and provisional at this stage, showing the very large increase which you had 
in mind for planning purposes in Bank Group lending to French-speaking Africa 
(an increase from $130 million to, say, $860 million). You felt sure that the 
French Government would be anxious to see such an increase but it would certainly 
not be possible unless we had the support of all governments, including the 
French Government, in finding the necessary money. Mr. Plescoff remarked that 
these figures would lend strong support for the case for a public issue by the 
Bank in the French capital market. You pointed out that a large part of the 
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expansion was in IDA lending which could not be financed by market borrowing. 
Mr. Plescoff's comment on this was that he personally thought that there was 
a strong case for an increase in IDA to a level of $600 million a year. To 
go further and ask for a doubling of the level of the Second Replenishment 
to $800 million would, in his opinion, be much more difficult. You replied 
that you did not think that a Third Replenishment of IDA at the level of 
$600 million, particularly if there were no increase in the Bank's capi~al, 
would be in any way adequate. 
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::NT I INTERNATIONAL BANK FOR 
RECON S,TRUCTI ON AND DEVELOPMEN T 

OFFICE MEMORANDU 
TO: Mr. Robert S. McNamara 

FROM: John H. Adler 

SUBJECT: Discussions of Sir Denis Rickett 

A. U.K. Aid Policy 

Sir Denis Rickett, who spent a few days in London before coming to 
Paris, asked me to give you the following indication of the gist of his 
conversations in London. 

1. The U.K. Government is loosening up on its aid program. At 
present the aid program is the only item in the budget with a fixed cash 
ceiling while the ceilings on all other items are defined in percentage 
terms of GNP. It has been recognized that with an absolute ceiling the 
aid budget would move further away from the GNP target, therefore the 
December White Paper on Aid would provide for increases to reflect both 
price increases and the rise in GNP and, perhaps, go somewhat higher. 

2. This would give ODM more freedom of action and permit an increase 
in the IDA contribution. Sir Denis learned from Sir Douglas Allen, the 
Permanent Secretary of the Treasury, that the Chancellor (and he) favor a 
direct link between SDRs and IDA allocations. The Chancellor told 
Commonwealth ministers at the Barbados meeting (before the Annual Meeting) 
that he was willing to work for an amendment of SDRs agreement. 

B. French Attitude Toward IDA Replenishment 

Mr. Rene Larre told him that the French Government would not nominate 
a Deputy to discuss IDA replenishment until they would obtain an indication 
of the cost (to the French) of the increase in IBRD subscriptions. 

C. DAC High Level Meeting 

Sir Denis Rickett spoke to Ambassador Martin and Mr. van Lennep, both 
of whom said they would want to be helpful on IDA replenishment. They 
indicated that they were not ready at this time to ask you to attend the 
DAC high level meeting. They would take up the subject after the preliminary 
DAC meeting on November 3 and 4. 

JHA/mwm 

cc: Sir Denis Rickett 
Mr. Aldewereld 
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NOTES OF CONVERSATIONS IN LONDON AND 
OCTOBER 27-31, 1969 

In London I called at the Ministry of Overseas Development 
on the morning of Monday, October 27 and saw the Minister 
(Mrs. Judith Hart), Sir Geoffrey Wilson and Mr. Douglas Williams. 
In the afternoon I visited the Treasury and saw the Chancellor 
of the Exchequer (Mr. Roy Jenkins), Sir Douglas Allen (Permanent 
Secretary), Sir Samuel Goldman (Second Secretary in charge of 
Public Expenditure), and Mr. Raymond Bell (Third Secretary in 
charge of Aid Expenditure) . 

The principal points which emerged from these talks were 
as follows : 

(a) In the Third Replenishment negotiations the U.K. will be 
represented by Sir Geoffrey Wilso~ (or in his absence Mr. Dick 

. King) for meetings which take place in Europe. For meetings in 
Washington, D.C '. they will be represented by Mr. Derek Mitchell, 
the successor to Mr. Evan Maude. 

(b) Mrs. Hart is visiting Washington, D.C. on November 18. I 
understand that arrangements for her visit have already been 
made through Mr. Martin Lynch. 

(c) I was asked when the first meeting of deputies was likely to 
take place. I said that we would not know until we had received 
the nominations from the governments of their representatives. 

(d) The Chancellor of the Exchequer and Sir Geoffrey Wilson 
gave me, in confidence, certain details about the figures of aid 
expenditure to be included in the U.K. White Paper, which would 
be published at the beginning of December. This would cover 
expenditure in the U.K. fiscal years 1970-74. Definite figures 
would be included for the first three years with token figures 
for the last two. It was hoped that the Cabinet would approve 
a rising scale of aid expenditure, perhaps increasing by £15m a 
year. This was intended to ensure that from now on the U.K. 
aid expenditure should take account both of rising prices and 
increasing GNP. The annual increase would be intended to do 
rather more to offset these two factors. The U.K. would thus 
begin to make a gradual approach towards achievement of the 
international target of 1% of GNP. In recent years they had 
been falling further and further behind that target because of 
the fact that the aid programme had been governed by a fixed 
cash ceiling. The Chancellor emphasized that no final decision 
had been taken on this as yet and asked me to treat the matter 
as confidential in the meantime. 
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(e) Discussions are proceeding between the ODM and the Treasury 
on the question of the rate of drawing on the U.K. IDA contribu­
tion. We have made it clear that it it suits the U.K. we can 
arrange for their contribution to be drawn upon at an even rate 
which can therefore be predicted in advance. This might mean~ ) 
that in certain circumstances the U.K. contribution would be ~ 
used more rapidly than that of other countries. This is the 
price which they would have to pay for greater certainty about 
the rate of drawing upon their contribution. 

(f) The Ministry of Overseas Development are worried about the 
apparent increase in the lag between commitments and disburse­
ments of IDA credits to developing countries. Mr. Williams 
has given me a chart which shows a widening of the gap from the 
beginning of 1968-69. I suspect the explanation is that 
commitments will rise rapidly in fiscal years 1969 and 1970 and 
that, as is usual, disbursements only increase after an interval. 

(g) In the forthcoming negotiations on the Third Replenishment, 
the U.K. will be anxious to obtain some reduction in their per­
centage contribution even if only of a 'token' amount. They 
propose to approach the Germans and see whether the Germans 
would be prepared to accept an increase in their contribution. 
The Ministry thought that in the new government the Germans 
might be more favourably disposed to multilateral ai~. 

(h) They asked me to explain the reasons for which we were con­
sidering suggesting an increase in the Bank's capital and I out­
lined these to them. They seemed prepared to consider the 
matter with an open mind. .I said that if we decided to proceed 
with this matter a paper would be circulated to the Board 
within the next month or so. 

(i) The U.K. was not greatly interested in the question of 
voting in IDA. They would be prepared - to accept some change 
in the present arrangements if this would help to secure a larger 
contribution from the Japanese. 

(j) Sir Geoffrey Wilson said that he would be prepared to lobby 
the Germans, French, Dutch and Scandinavians in favour of a high 
figure for the Third Replenishment. By 'high' he meant the 
upper limit of the range represented by views of other governments. 

(k) Sir Douglas Allen was reasonably optimistic about the balance 
of payments outlook for the U.K. The Bank of England has clearly 
been taking in dollars recently in the Exchange Markets and has 
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been able to payoff a good deal of short-term debt. They 
expect to do better still in the coming months. Since, however, 
the balance of payments can only improve if the necessary re­
sources are made available, the balance of payments constraint 
is now giving place to a resources constraint. Private consump­
tion has had to be held down through high taxation and the 
Government realizes that a high rate of direct taxation is 
unpopular with the working class, no less than with the better 
off section of society. There is, therefore, considerable 
pressure to reduce taxation. This requires that a strict 
watch should be kept on all forms of public expenditure including 
Aid. It is, however, recognized that the U.K. has been 'a bit 

~ \ mean' on the aid programme and that we ought now to stop moving 
~ awuy from the 1% GNP target. The publication of the Pearson 

Report and the campaign on the back-benches of the Labour Party 
have no doubt helped to bring this about. 

(1) Sir Douglas Allen had some comments on the question of the 
'link' which I found interesting. He said that the U.K. was 
not in favour of the 'indirect link' put forward by Mr. Colombo. 
This he said meant that countries gave aid in proportion to 
their IMF quotas (he seemed to ignore the point that 'the direct 
link' could equally be held to mean that countries would forego 
additional SDRs in proportion to their IMF quotas. He may have 
had in mind that in this latter case budgetary actio~ would not 
be needed). He said that the U.K. were definitely in favour of 
the 'direct link' though it had hitherto considered that the 
most important objective was to get the SDR scheme approved and 
activated. Now that that has happened they will be prepared to 
work for an amendment of the scheme as soon as this seemed 
practicable, e.g. within the next two to three years. The 
Chancellor of the Exchequer had told Commonwealth Finance 
Ministers at Barbados that the U.K. Government had been in favour 
of the link but had had to give way to pressure from other Group 
of Ten countries, particularly the French who were afraid it 
would lead to excessive creation of SDRs. 

On Tuesday, October 28 I had lunch with the Governor at 
the Bank of England and talked with him and also with Mr. Jeremy 
Morse. The most important point which emerged was that Mr. 
Morse had not understood the reasons for which we might wish to 
propose an increase in the Bank's capital. He thought that we 
were seeking to get an increase in the guarantee obligations of 
the member · governments. I explained that this was not our 
object, though such an increase might be useful over the longer 
term. Our immediate object, however, was to get an increase 
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in the paid-in capital which would make us less dependent on 
the capital markets, in respect of both of the amount of funds 
we could raise and the rate of interest which we should have 
to pay for them. I have passed this on to Mr. Aldewereld, 
who will be seeing Mr. Morse at the end of this week. 

PARIS - October 29-31, 1969 

In Paris I saw M. Jacques Brunet (Director General of 
Economic Affairs at the Quay d'Orsay), M. Rene Larre 
(Directeur du Tresor at the Ministry of Finance), and M. Olivier 
Wormser (Governor of the Bank of France) . I also called on 
M. Guillaume Guindey (Caisse Centrale de la Cooperation 
Economique), M. Maurice Perouse (Caisse des Depots et des 
Consignations), and on M. Claudio Segre at Lazard Freres. I 
also had talks with Mr. van Lennep and Mr. Ed Martin at the 
OECD, as well as paying a courtesy calIon the British Ambassador, 
Mr. Christopher Soames. Finally, on the last evening, we gave a 
dinner which was attended by the principal representatives of each 
of the countries who are members of Working Party No.3. 

A note of the points made in the discussion after dinner has 
been prepared by Mr. Adler. I should, in addition, record the 
following points made in individual conversations : 

(a) M. Larre said that the French Government could not take a 
position on the Third Replenishment of IDA until they knew what 
the President of the World Bank intended to propose about an 
increase in the Bank's capital. These two questions were 
clearly related to one another. It was for this reason that 
his Minister had not so far replied to Mr. McNamara's letter 
asking him to appoint a deputy to represent him in the negotia­
tions. M. Larre expressed concern lest the question of the 
Bank's capital should divert attention from the main issue, 
namely the replenishment of IDA. I said that we regarded these 
two questions as complementary and that if we decided to ask for 
an increase in the Bank's capital, a memorandum would be circulated 
to the Board within the next few weeks. 

(b) M. Larre said that they would always be glad to receive 
visits from members of the Bank's staff in order to discuss the 
geographical allocation of IDA's funds. He did not wish us, 
however, to feel under any special obligation to visit Paris 
specifically for this purpose. This was somewhat at variance 
with the line taken by M. Plescoff at the meeting of representa­
tives of Part I countries on September 16. 
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(c) Both Mr. van Lennep and Mr. Martin were extremely anxious 
to do all they could to help us in the Third Replenishment 
negotiations. I discussed with them the recent meeting of 
parliamentarians from DAC countries which seems to have been 
useful and a good deal more successful than similar meetings 
in the past. Mr. Martin said that he was not yet ready to 
advise Mr. McNamara whether he should try to attend the DAC 
high level meeting on November 26 and 27. He would be able 
to judge this better after the ordinary DAC meeting on the 
5th and 6th November. 

(d) M. Brunet said that while the principal responsibility 
for relations between the French Government and the World 
Bank Group lay with the Ministry of Finance, the Ministry of 
Foreign Affairs were much interested in our work. He was 
therefore glad that I had called on him in order to bring him 
up-to-date on the Bank's progress and on the requests for 
additional support which we would be putting to member govern­
ments in the near future. 

(e) We had an interesting talk with M. Segre, though I had 
unfortunately to leave before it was over for another appoint­
ment. He wished to bring to our notice the possibilities of 
borrowing in the Euro-bond market. The same poin~ was raised 
by Dr. Emminger at dinner the following day. 

(f) The conversation with M. Guindey was somewhat disappoint­
ing. He seemed excessively preoccupied with the dangers of 
inflation. He saw such dangers in the SDR scheme (which he 
said was quite different from the CRU proposal put forward by 
the French Government). He also argued that there would be 
similar dangers if the World Bank were to increase greatly its 
borrowing from Central Banks through the medium of short-term 
bonds. Mr. Adler and I said that we did not see any great 
differences in this respect between Central Banks investing in 
World Bank bonds and investing in u.s. Treasury bills or short­
term securities. M. Guindey took what seemed to us the 
extreme view that Central Banks should hold only gdd in their 
reserves or cash deposits with the Federal Reserve. 



DISCUSSIONS 'WITH 'REPRESENTATIVES 'OF 'PART 'I 'COUNT 

'UNITED 'KINGDOM 

Mr. R.B.M. King, Deputy Secretary, Ministry of Overseas Development, 
called on Mr. McNamara at 11:15 a.m. on Thursday, October 16th. He was 
accompanied by Mr. Maude and Mr. Lynch. 

The following were the main points in the discussion:-

(i) British Role ' in Third 'Replertishmertt 'Negotiations 

Mr. McNamara emphasized the help which the British Government could 
give in promot~ng a successful outcome of the negotiations. Somehow the Germans 
and, perhaps, also the Japanese needed to be persuaded to do more. The British 
Government was in a good position to exercise influence on those governments. 

Mr. King said ,that Sir Geoffrey Wilson would be ready to go to Bonn 
at any time and make representations, in conjunction with the British Ambassador, 
to the German Government. What would be the right timing for this? 

Mr. McNamara thought thatt we should first 'see what developments there 
were during the next six weeks. Perhaps the latter part of November or early 
December ~ight be an opportune moment for an approach to the German Government. 

(ii) Level of Replenishment 

Mr. McNamara said that it would be quite impossible to negotiate a 
satisfactory replenishment of IDA at~ anything near the pres.ent level of $400 
million. Too many of the Part I countries were dissatisfied with the present 
allocation of funds. The United K~ngdom wanted more for India, France wanted 
more for West Africa, the United States wanted more for Latin America, and the 
Japanese ' wanted more for Southeast Asia, especially Indonesia. It was impossible 
to meet all these claims unless there was a substantial increase in the level at 
which IDA was replenished. If this could be done, then even if the present 40% 
allocation to India had to be reduced somewhat, this would still be consistent 
with an increase in the absolute amount going to India. If the level ofJreplenish­
ment were high enough, it might not even be necessary to reduce India's percentage 
share. 

(iii) Mr. McNamara said that there were, of course, other reasons why there 
should be a substantial increase in the amount of the Third Replenishment as com­
pared with the Second Replenishment. There were the growing debt service problems 
of many of the developing countries; there was the increase in their technical ab­
sorptive capacity; there was the urgent need for an improvement in their rate of 
economic growth; and there was no doubt that ,the Bank Group, with its existing 
resources, could process a much higher level of credits. 

(iv) Program 'Lending 

Mr. King suggested that the Bank would not be able to maintain its 
position of leadership in consultative groups if it relied too much on project 
lending. 



, 
• I " 

Mr. McNamara quoted from the record of Bank Board discussions to 
show the d~gree of opposition which there was in the Board to program lending. 
The United Kingdom should use its influence in the Board. ~He, himself, was 
anxious to go back to the Board at the right moment both on the question of 
program lending and on that of the level of preference for ~omestic suppliers. 
He did not think that the Pearson Report would help much on this issue. In 
the meantime, the Management would endeavour to speed up the preparation of 
projects in India and would choose fast disbursing projects so that aid to 
India would not suffer. We had, perhaps, been too lax in the past in resorting 
to program aid without trying hard enough to find suitable projects. There was, 
for example, a great need for additional fertilizer plants in India. The Bank 
Group had at its command a unique skill which it could put at the disposal of 
developing countries in planning and appraising projects. They would certainly 
not rule out program lending where this was clearly needed to maintain the agreed 
level of lending to India." He understood the desire of the U.K. to see that level 
maintained. This being so, he" had been surprised at the line which they had taken 
on the amount of IDA "funds to be committed in fiscal years 1970 and 1971. 

(v) Project "Appraisal 

Mr. King asked whether the World Bank would help the United Kingdom 
Government in find~ng andlappraising suitable projects. 

Mr. McNamara said that he would always be willing to do this provided, 
of course, that the World Bank Group was paid for the work it did since it would 
have to recruit additional staff to undertake such work for the U.K. and other 
governments. 

(vi) Visits to London 

Mr. McNamara said that "he expected to be in London twice in the near 
future - first on the 11th and 12th of November" and, subsequently, on his way to 
or from the high level meeting of the Development Assistance Committee on the 27th 
and 28th of November. He would certainly hope to meet the new Minister of Overseas 
Development on one or other" of these two occasions. " He would be ready to take part 
in a meeting with Sir Geoffrey" Wilson and other U.K. officials on the morning of 
November 12th. 

D. H. F. Rickett 
Vice President 

October :17, 1969 
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ANNUAL MEETING 1969 

DISCUSSIONS WITH 'REPRESENTATIVES 'OF 'PART ' I 

AUSTRIA 

Dr. Walter Neudoerfer of the Austrian Ministry of Finance called on 
me at 9:30 a.m. this morning. 

We agreed that there were no special problems affecting relations 
between Austria and the Bank Group at the moment. I outlined to him Mr. McNamara's 
plans for the negotiation 6f the Third Replenishment of IDA and said that we hoped 
that we should have the support of the Austrian Government. We had particularly 
valued their help in making an advance contribution to the Second Replenishment. 

Dr. Neudoerfer said that both he and his Minister were anxious to do all 
they could. Their freedom of action, however, was limited by their Parliamentary 
and public opinion. This was not, on the whole, in favour of an increase in aid. 
The Court of Accounts was also extremely critical of aid expenditure. Could not 
the World Bank do more to get in touch with influential circles in Austria and 
persuade them of the need for a greater aid effort? 

I said that we would be only too glad to do this and hoped that he would 
give us his advice about the people whose influence counted most in this respect. 

Dr. Neudoerfer did not seem to rate very highly the influence of the 
Vienna Institute for Development. He referred to "Presidents of Chambers of 
Commerce and of Industrial Associations". 

I said that I would ask the Information and Public Affairs Department of 
the Bank to get in touch with him through Mr. Karasz so that we could undertake 
the sort of campaign which he had in mind. 

I told him in confidence that Mr. McNamara was considering whether there 
should be any general increase in the Bank's subscribed capital in parallel with 
the increase of IMF quotas. He expressed some concern about this possibility and 
thought that there was a danger that by asking for too many things at once we 
would undermine our case. He seemed to regard the issue of SDRs and the increase 
of Fund quotas as additional obligations for the developed countries. I said that, 
on the contrary, we felt that this increase in international liquidity should make 
countries less worried about their balance of payments and reserve positions and 
more willing therefore to do more for developing countries. It was, of course, true 
that an increase in the Bank's capital would, as in the case of IDA, make demands on 
national budgets but the capital had not been changed for ten years and if we were to 
ask for an increase in called capital this could, no doubt, be phased over a period 
of years. 

D. H. F. Rickett 
Vice President 

October 1, 1969 



MEETINGS WITH REPRESENTATIVES 

DENMARK 

Mr. Otto MUller, Ministry of Commerce, and Mr. Steen Secher, Ministry 
of Finance, called on me this afternoon. 

I summarized for them the timetable which Mr. McNamara had in mind for 
negotiations dealing with the Third Replenishment of IDA and said that he 
would be writing to their Minister shortly asking him to appoint a Deputy. 
I understood that Mr. Secher was likely to be nominated. I also outlined the 
reasons for which we thought that a substantial increase in the level of IDA 
funds was desirable but said that we would not put forward any proposal on 
this point until we had a better idea of where governments stood. We had been 
most grateful to the Danish Government both for their advance contribution to the 
Second Replenishment and for their special supplementary contribution. We hoped 
that they would use their influence in the coming negotiations so that we should 
be in a position to report a successful outcome at the Annual Meeting in Copenhagen 
in a year's time. 

Mr. MUller said that the Danish Government were strong supporters of multi­
lateral aid and of IDA, in particular, and that we could rely on them to do their 
best. 

I also told Mr. MUller briefly, in confidence, of the study which was being 
made of the possibility of an increase in the Bank's capital. He said that they 
would study the matter and be ready to take part in a discussion when it came to 
the Board. 

Mr. Secher referred to the Bank Group's intentions on lending to Indonesia. 
He understood that we had in mind that some 12-1/2% of IDA funds should be used for 
this purpose. Was there not a danger in fixed percentages of this kind particularly 
since we already had percentage targets of 40% and 12-1/2% for India and Pakistan, 
respectively? This would leave us very little freedom of action in allocating funds, 
for example, to Africa where the need was urgent. He also suggested that steps 
were needed to help the poorer countries in Africa to prepare and bring forward 
successful projects. 

I said that I would make a note of what he had said on these two points. 

D. H. F. Rickett 
Vice President 

October 1, 1969 
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MINISTRY OF FINANCE 
NEW DELHI 

Dr. I .G.Patel , 
Specia1Sec~etary 

September 2, 1969, 

Dear Mr'. , McNamara, 

I should have replied earlier to your letter of 
'August 1, expressing your pleasure on behalf of the 
Executive Directors of the B~k and Staff at my appoint­
ment as Governor for India. You will, of course, 
appreciate that, this appointment is a purely interim 
arrangement. But that is perhaps all the more reason 
why I should not ,have lfi thheld' so long my grat1 tude to 
you and to the Executive Directors and the Staff for 
wishing me wel+.At any rate, it is as Governor that· 
I shall be attending the' next meeting and Jagannathan 
has perhaps already conveyed to you that the Minister 
of State, Shri p.e. Sethi, Shri L.K. Jha and myself will ' 
be in Washington from the 21st to the 23rd of September 
and that ' Jha and myself will return on the 27th for the 

, Annual Meeting. ' 

2. 'There ' are 'm~y things to talk about' thi s time 
and perhaps ,Gilmartin has already reported to you the 
substance of our conversation in this regard. Without 
going into details and by way of giving you some notice, 
I might say that there are three or four matters which 

,' give us a gl"eB:t deal of concern at the present stage. 

3. First" it is clear now that the total assistance 
that will be coromi t ,ted during the , current year from the 
Consortium countries would fall considerably short of ' 

, t h e indications given ,at the Paris meeting i .n May. At 
this meeting our requirements of non-projeot assl'stance 

,of 700' million dollars and of project aid commitments 
for some' 400 million dollars were considered reasonable. 
As' things stand, 'I see little possibility of our getting 
anything more than 700 million dollars in all of which 

,' some "500 million dollars may be by way of non-project 
assistance. This is inclusive of debt-rescheduling . 

', Since .our totai debt-repayments are of the order of 
,SOO :million dollars, this 1s a situation which naturally 
causes us a ' great deal of concern. The main factor 
responsible for the present state of affairs is, of course" 

', the virtual certainty that as against the U.S. indication 
of ' 385 million dollars in May, the 'likelihood now on all 
accounts 1s that the actual U.S. assistance forthcoming 
\4111,' be no more than what it ".flas ' l 'ast year i.e. a 1itt e 
less than 200 million dollars. OUr attempts to get 
anything more from Japan and Germany have been of 11 ttle 
avail and ,there is no, indication so far from Italy tha 
they will ' do anything this year. The Germans" at any 
'rate, plead that it is the World Bank's attitude to~ards 
suppliers' cradi ts which comes in the way of their doing 
something more 'as the possibility 'of doing someth ng more 
from 'their b~dget is ' already closed fo the current year . 
I am afraid, unless~ with your assistance we , succeed in , 
bringing about a decisive change in the situation, the 
Consortium chapter of aid to India will justify our orst 
fears . ' " 

fJ,esident ' h~s see 

, 
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4. , Apart from the quantum of total netl comm.l v e '-cs, ' 
" .,.e 'are particularly concerned at tl. e shor fall in on- . 
project assistance hien \-lould have a. serious i pact on , 
our ability t o sustain the new upsurge both ,in agriculture 
and industry . In this connection, I 'would request you 
to consider seriously whether the IDA should still continue 
its policy of drastically reducing its 'share 'in non- ' 
project assistance. The amount of 125 million dollars 

- committed las't year'\: as a sharp reduction from earlier 'V' levels ., ,We ,have been , told that this year there ould' 
, , be a further re uction. I sincerely hope ~hat this ~ill 

, " not be the case and ,that you 'will be able to review ,the 
~ , "Ba.71k- IDA programme in. relation to India in a manner, which 

: .. " 

would permit another non- project loan this year of at 
least 100 million dollars, if not at the sa e lavel as 
last year. We have never been able to understand hy 
non- project assistance is considered ,suitable by everyone 
in bilateral programmes but not in, multi-lateral programmes., ' 

,Whenever I have raised this questiop with the important 
members of. the Bank, they have al~ays said that they agree · 
with this. Somehow, this agreement does not amount to a , 
kind of commitment n1ic leads to appropriate decisions 
from the Bank- IDA Board. I cannot help feeling that on " 
this question if we give up the fight, we lould end u p 
sooner or later ith even lower levels of effective 
assi 'stance and aid utilisation to India. 

" . . 

5~ The question of preference is still pending,. 

liBut for my part, I am getting even more worried about , 
the lack of project finance which is making it difficult 
f.or us to go ahead even 1th high ,priority schemes such 

s ,fertilizer plants. Here again~ I do not know if we 
can get out , of the d,e,ad centre except by an altogether :J " .. ' , 
,new approach. , Perhaps we need the kind of approach that , 
has been followed in some 'other cases where a gro p of ~: 
countries have accepted a total programme a..'ld have a1 0 , ,. 
agreed that in relation to this programme they will put . . 
up such addi tional ass.! stance as would be justified in \" 
the light of the results of tenders issued to all of them . ' 
This is only one idea. But I am increasingly getting 
embarrassed in 'y1ew of our inab.ility to put together a 
reasonable packet of 'finance for the most orthwhlle 
projects • 
.." 

6. Finally, there is the question of India's position 
in the Bank and the Fund in view of the proposed changes 
1n the Fund quotas . Jagannathan must have already spo en 
to you about this. But briefly, hatever may be the 
position in the Fund, we do not see y a change in the ' 
Fund quotas should automatically lead to corresponding 
change s in the capi tal structure of the Bank and therefore 
in the relative voting power and the pOSition of the 
Directors on the Bank-IDA Board. As long as quota changes ' 
in the Fund, me'ant ' only minor adjustments, perhaps such a 
course of the Bank , ~ollowlng the Fund was underst dable . 
But, hen what 1s now in sight is a, fundamental chru ge in 
the structure of management of the two institutions d 
a rur~~er weakening in the position of the developing 
countries, surely we should review the matter once ag in 
to see if the Bank and the 'Fund have to adopt similar 

' procedures ~ Over the years the feeling that in t e 
mu t - lateral institutions the ich and the poor h va 

" 
, " 

, , 
,~ 

, 

" 
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an equal voice irrespective of hei~ needs or bility 
has been steadilY eroded. Tais erosio cannot be 
allo~ed to go any further if the spirit of international 
cooperatiori has to.be sustained. We are concerned ' that 
uI1less this matter is taken ' ,seriously, v1e ~rill ge 
exactly ~~e kind of erosion hich we should be most 
anxious to avoid. 'As I said, ho fever, for the time being, 
I am only trying to state the problem so that we can 
bave ~ discussion on' it when we meet in Washington. 

7. Please tell Mrs. McNamara that' despite her good 
offices it 1s really not possible ' for Mrs. Patel to 
accompany me to Washing~on. 

With best' ,regards to you both, 

Mr.' Robert S. McNamara, " 
President, 
International Bank for 
Reconstruct~on and , Development, 

" 18]8 H ,Street, 
Massachussets Avenue,. 
Washington, DC, U.S.A. 

" 

Yours sincerely, 

/ .. ~~ 
(I.G. Patel) 



cc ~ r. Iv r on 

LECbri toff r n" 1 



• 

• 

cc : Mr. S. Osman Ali, Executive Director for Pakistan 
Mr. Car&iJI 

cc: His Exce~ency Agha Hilaly, Ambas sador of Pakistan to the United states 
Cleared with and cc: Mr. Votaw 

CGFFMelmoth:RMcN:mss 



I ' 

From: General Agha Muhammad Yahya Kpan, 
H. Pk., H. J . , 

"President of Pakistan. 

Dear Mr . McNamara, 

PRESIDENT'S HOUSE, 

RAWALPINDI. 

J g June', 1969., 

I was glad to learn from Muzaffar Ahmad, 
Deputy Chairr:nan of the Planning Commission, that the 
Consortium meeting in Paris on 19th and 20th May went off 
very satisfactorily. We were particularly pleased that 
there was an improvement in the level of assistance, in its 
composition between project and non-project and in the te,rms 
on which it was offered. This shows a positive response to 
our present needs and. should be very helpful in the' formulation 
of our , economic policies for the next financial year. 

2. We greatly appreciate your dynamic leader-
ship on issues of foreign assistance. This takes great courage 
at a time when International aid climate is none too favourable. 
Your representative, Mr. Peter Cargill, gave a clear sense of 
direction to the deliberations of the Consortium and I am 
informed that this was one of the important factors ' responsible 
for the happy results achieved at Paris. 

\ 

3 . We are now setting about the task of 
formulating policies for the most effective and speedy utilization 
of foreign assistance that has been indicated at the Consortium 
meeting . Considerable follow -up action ,is require'd for this. I 
have asked our Ambassador in Washington, Mr. Agha Hilaly, to 
keep in touch with you and the Bank Management to resolv~ any 
issues that may arise. 

4. Let me also add that we shall be extremely 
delighted to see you again in Pakistan whenever you ~an find the 
time to visit us. 

With kind regards, . 

Mr. Robert S. McNamara, 
President, 
International Bank for 
Reconstruction & Development, 
1818 H Street, N. W w , 

Washington, D. C. 20433. 

Yours sincerely, 
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PAKISTAN: Visit of Mr. M.M. Ahmad 

On May 13, Mr. M. M. Ahmad called on Mr. Knapp. 
by Mr. Osman Ali, Mr. A.R. Bashir, and Dr. Mahbubu1 Huq. 
were present. 

He was accompanied 
Mr. Cargill and I 

Mr. Ahmad said that the forthcoming Consortium Meeting in Paris 

) 

would be a particularly important one. The past year had been an exceedingly 
difficult year and a number of important adjustments would have to be made. 
It also seemed timely to review the Consortium concept. Repeatedly members 
had endorsed the assessment of Pakistan'S aid requirement but had failed to 
match their endorsement with joint measures to provide the sum required. 
Apart from a decline in the amount of soft aid which had been substantial 
in the past year, there had also been a hardening of the terms of aid 
Pakistan needed. Some further improvement in the terms of aid was essential 
if Pakistan was to continue development at an adequate pace. In view of the 
important share the U.S.A. contributed, it was unfortunate that in the present 
aid climate U.S.A. leadership was not as strong as it used to be and the 
addition of matching requirements had not been helpful. 

Mr. Knapp observed that delay in IDA replenishment had compelled 
Pakistan to lean harder on the Bank. This had not been desirable and now 
that arrangements for IDA replenishment seemed likely to be completed shortly 
we planned to move the emphasis of our operations over to IDA credits. 
In the current fiscal year IDA resources, thanks to advance contributions 
from nearly a dozen countries, other special contributions, and a transfer 
of Bank profits, would amount to about $400 million. We hoped to make IDA 
credits amounting to $48 million to Pakistan this year, namely about l~ 
of the .fu nds available. 

Next, if IDA replenishment was completed, IDA resources, including 
supplementary contributions and a further transfer of Bank profits, would 
probably amount to about $550 million. We planned to make about 12~ of 
this available for Pakistan, but in future years it might become necessary 
to reduce Pakistan's allocation to help finance what promised to be a 
greatly increased flow of projects from other less developed countries, 
mainly from Africa, Indonesia, and some small countries in Asia, and from 
countries in the Western Hemisphere. IDA would have to take into account 
criticism of the past geographical allocations of IDA funds. The root of 
the difficulties was that IDA resources were inadequate. We hopedto increase 
Bank lending to $l~ billion per annum. To associate this with IDA credits 
totalling $550 million per annum amounted to a wrong ratio of hard and 
soft lending. 
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Mr. Ahmad said he recognized the realities of the situation but he 
thought that the importance of geographical allocations was over-emphasized. 
Account should be taken of the availability of money to some countries from 
other sources, and cited the availability of soft funds to Western Hemisphere 
countries through the Inter American Development Bank. Greater weight 
should be given to per capita income, absorptive capacity and performance. 
Mr. Knapp said Latin America received only about 5% of IDA resources. We 
had to be sure that funds would be effectively used and the record, 
particularly for East Pakistan, was not good. Mr. Ahmad admitted there had 
been shortcomings in the past but performance was improving. 

Mr. Ahmad said that for the coming year a program had been prepared 
which he hoped would be thought a realistic approach to main problems 
that had been identified. A substantial attempt to mobilise additional 
local resources would be made. Measures to yield 1 billion rupees ($210 million) 
would be introduced so as to meet the cost of recent wage increases and 
provide more for social services. The import pricing policies for agricultural 
and industrial machinery would be harmonized and some corrective tax changes 
would be made. 

Mr. Ahmad then referred to Pakistan's need for non-project aid. The 
need for this was particularly urgent and comparatively short term while 
they were having to continue imports to support the food self-sufficiency 
program. Non-project aid was needed to tide over a period in which they 
used past investments in industrial capacity to the full while making the 
adjustments in policies which were necessary. He hoped that the Consortium 
members would endorse Pakistan's assessment of its needs and that IDA would 
be able to contribute non-project aid in the form of an industrial imports 
credit. 

Mr. Knapp said that a limit was set to the total of Bank and IDA 
operations in Pakistan by the limited amount of IDA funds available and, 
for Bank lending, by creditworthiness considerations. There was strong 
opposition in the Bank to program aid. Suitable selection of projects 
could result in much the same effect as an industrial imports credit. The 
loans to PleIC, ADS, and the railways, were quick disbursing loans which 
financed imports of materials and machinery. The Bank and IDA were prepared 
to do more in financing local expenditures and this could be used as an 
instrument for supplying free foreign exchange. 

Mr. Knapp then asked Mr. Ahmad how the political problems were 
likely to be dealt with. Mr. Ahmad said that it was anticipated that the 
Martial Law Administration would continue for about 18 months. The Martial 
Law Administration would be appointing civilian ministers and governors in 
about two months. So far, however, agreement had not yet been reached with 
the politicians as to how to proceed. The alternative appeared to be (a) 
to hold elections based on adult franchise and a parliamentary form of 
Government and leave the elected representatives to settle the regional issues; 
(b) to have a referendum on one or two main issues and then carry on with 
elections; or (c) to hold elections, with the Martial Law Administration 
continuing for some months until an acceptable constitution had been agreed 
upon. Gen. Ia~ya had had a round of discussions with the politicians. He 
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thought it was generally accepted that a return to the chaotic conditions 
in which the politicians were out-bidding one another had to be avoided. 

Mr. Knapp inquired how the discontent in East Pakistan in particular 
would be dealt with. Mr. Ahmad said that in the main those in East Pakistan 
wanted more political and administrative participation and greater de­
centralizati0n of decision making. Political participation could be secured 
by the rotation of offices. A move towards greater administrative 
participation had been the recent appointment of five East Pakistanis as 
Secretaries of Central Go~ernment departments. Arrangements would be 
developed for East Pakistan to prepare its own economic programs. The 
Central Government would also take additional measures to arrest the 
increasing disparity in the regional rates of growth. It was hoped that 
by a strategy of this kind the position of the political moderates would 
be strengthened so that a workable constitution and a stable political 
situation would emerge. 

Mr. Knapp said Pakistan's friends would be watching developments 
with concern and sympathy in the hope that past progress in development 
would be maintained, and thanked Mr. Ahmad for his review of the situation. 

71P CGFFMelmoth:cm J.- ~' R ........ LA:-- . 
cc: .Mr. Knapp 

Mr. Steckhan 81« b /22 
Mt' • Cargill 
Mr. Votaw 
Mr. King/Blobel 
Div. Circul ation 
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The Honorable 
Hobert S. McNamara 

President 

,13 May 1969 

Mr. Goodman 
May 15, 1969 

4tjr!3/~ . 
EMBASSY OF THE PHILIPPINES 

WASH,INGTON, D. C. 

International Bank for Heconstruction 
and Development 

Washington, D . C. 20433 

Dear Mr. McNamara: 

I wish to refer to our recent conversation concerning 
the proposed Philippine National Bank-Private Development 
Corporation of the Philippines loan, at which time you stressed 
th~ need for an early decision on your Bank's requirement for an 
expressed assurance that the loan would be guaranteed by the 
Philippine Government. 

In reply to my urgent cablegram to President Ferdinand 
Marcos bringing this matter to his personal attention, I have today 
received word from the President as follows: 

"x x x HAVE WIHED SECHETARY HOMUALDEZ TO 
SIGN GUAHANTEE PDCP LOAN AND COMMUNICATE '. 
WITH MCNAMAHA WOHLD BANK," 

-~----

I trust that you have now received th'fs e of my Qovernment 
that it will guarantee the proposed PNB- loan. I hope, therefore, 
that the negotiations on this loan can now proceed very soon. 

I wish to express my appreciation for affording me the 
pleasure of calling on you last week, and to reiterate my desire to 
cooperate fully with you and your staff on matte;rs of mutual interest 
to my Government and the World Bank. 

With warmest personal regards, 

Sincerely yours, 

e~rn ~' ~ )~ 
EHNESTO V~GDAEO i , 

I t I, Ambassador 

President bas s~en 
. _ __ _ .. . .. .. -..:r'., . • ". - " 

,.' ' ,. 

i' 

, , 
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PRIME MINISTER 

New Delhi 
April 3, 1969. 

Dear Mr. McNamara, 

Thank you for your letter of March 11, 1969. 

I appreciate your wish that the World Bank should 
assist us in attaining self-sufficiency in domestic fertilizer 
production. I agree that the development, approval and 
implementation of a realistic plan to meet our growing need 
for fertilizers is of crucial importance in the achievement 
of our economic goals. Our entire fertilizer production 
programme, current and proposed, is under review. We shall 
fully take into account the views expressed in your letter 
and the memorandum enclosed with it. 

We have made some progress lately. The Government 
of India have given the necessary clearance to the Goa 
Project and I understand that its sponsors are ready to 
proceed with the project. ' We have also approved the 
collaboration with Humphreys & Glasgow and Stami-Carbon 
in the Mangalore Project. 

I am glad that following the discussions of last 
November, your officials are currently studying two ' public . " 
sector projects, Nangal Expansion ' and eochin Phase II. I 
hope it will be possible to complete the study soon and 
that the Bank will be in a position to >take a favourable 
decision to finance these projects. 

With regards, 

Mr. Robert S. McNamara, 
President, 

Yours ' sincerely, 

I~~ 
(Indira Gandhi) 

International Bank fOr Reconstruction' 
and Development, 

Washington, D.C. 20433.: . 

) , . 
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TO: Mr. William Clark DATE: Febr 

FROM: J. W. Strobl 
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SUBJECT: Notes on Bank-German Relations 

My sources of the following are known to you. I shall therefore 
not name them here. 

1. Personal Relations 

To understand Minister Schiller's reluctance to recognise 
overtures during the last year to meet with Mr. McNamara, officials 
close to Schiller point to what they call the "impolite handling" 
of Schiller's proposal to have Mr. Donner appointed to the 
Pearson Commission. This proposal, it is maintained, was not 
prompted by an urge to gain undue influence over the Commission. 
Rather it sprang from Schiller's feeling that the resulting Report 
could be of great significance to prop up a development-tired 
political establishment in Bonn. (That this has now happened anyway 
is of no importance in the context of Schiller's known vanities.) 

Schiller's letter to Mr. McNamara about Donner, it is said, 
has been "rebuffed" and Schiller's cable to Mr. Pearson was never 
delivered (something the Germans find hard to believe). 

Since then both Pearson Commission and Report are anathema to 
Schiller. And this, aside from other considerations - not least 
Eppler's success to get Pearson mentioned in the Brandt Government 
declaration - must be taken as one of the psychological root causes 
of , the ensuing Eppler-Schiller feud, whereunder the latter prevails 
thus far and is trying to make such a "private" and "foreign" paper 
as the Pearson Report the scapegoat of Eppler's development policies 
which, eventually, must be slaughtered. 

The latest exchange of correspondence concerning IDA, on the 
German side, was not intended to be taken as a "rebuff" to Mr. McNamara 
in return, rather to have him spared from the disappointment of another 
face-to-face disagreement with Schiller who feels that, at this 
moment, he cannot take an initiative and help the Bank to further IDA 
objectives (see IDA below). 

Realising, however, that matters have progressed to a point where 
the Bank could be tempted to try and seek to circumvent Mr. Schiller, 
officials near the Minister - and the German E.D. establishment in 
the Bank can be confidently considered as such - are at this moment 
trying to get Schiller to take an initiative to meet with Mr. McNamara 
at an early date, in an attempt to save the situation from further 
deteriorating on the personal level. 

Concerning IDA also, the new German E.D. is believed to be greatly 
concerned over reports (from the Paris Office, amongst others) 
mentioning an "excessively low" figure ($400 million) as the starting 
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point for IDA negotiations, which is attributed to him while in Bonn 
still. It is maintained that, on the contrary, the E.D., prior leaving 
Bonn for Washington, had exposed himself to criticism from Bonn's 
inter-ministerial committee (where the Foreign, Finance, Economic and 
Development Ministries are represented) by allegedly attempting to get 
preliminary agreement to make 700 million dollars the German platform 
for starting negotiations. 

The new E.D. is said to have noticed, that while outgoing 
Mr. vom Hofe was received, greeted (and installed as a special 
consultant for some time?), he himself has not yet been received by 
the President. 

Minister Eppler, on the other hand, I learned from another 
source, returned to Europe from his visit with Mr. McNamara "highly 
satisfied" and with a knowing smile - so as if "the cat (which?) had 
swallowed (which?) canary." Schiller almost certainly took note of 
this visit. 

In this context, it might once again be called to your attention, 
that SPD backbenchers are mobilising to take up the axe again (on behalf 
of Eppler) in forthcoming Bundestag budget committee negotiations. Also 
the Eppler-inspired idea of the development committee to have Mr. Pearson 
invited to testify before a Bundestag public hearing on development 
(April 27/28) must be seen in this context. (This would be the first 
time that a foreigner would be invited to appear before the Bundestag). 

2. IDA implications. 

My sources maintain that it would be wrong to try and get 
Germany to act as front-runner in IDA replenishment negotiations. Any 
figure offered by the Germans would have to have Cabinet approval first. 
As matters stand - what with Schiller and Moeller (Finances) badgering 
other Cabinet colleagues in their combined effort to ha~ve them cut 
expenditures to save Schiller's stability and Moeller's anti-inflation 
programs - there is no chance at all at this moment for the Germans to 
declare themselves publicly in favour of the 1 billion dollar figure for 
IDA replenishment, which was mentioned in Mr. McNamara's recent (Dec.19) 
letter to Schiller. 

If, however, one still wishes to consider the Germans as holding 
the key to this problem (which in the European context they may do indeed) 
then, it is maintained, a move to outflank the Germans' interior dilemma 
would hold promise for a better chance to win our point. 

The Dutch, it was made clear to me, no longer are disputing 
amongst themselves the desirability to give to IDA this 1 billion dollars 
annually. If they could be persuaded to have the subject of IDA 
replenishment officially tabled and put on the agenda of the next Common 
Market (Finance Ministers) Conference in February (without necessarily 
mentioning the 1 billion figure in advance, for which th~Jl are known to 
stand up anyhow) then European countries would be forced for the first 



time to discuss the amount among themselves and on an international 
platform, consequently forcing the Germans to adopt a stand also, 
without that Schiller would have to be the one to take the initiative. 

The starting point for IDA replenishment talks would be much 
higher this way, and the Germans, I was told, would be in a better 
position to compromise (in IDA's interest), as when starting from a 
much lower figure which would be given as platform if they themselves 
had to go to the fore. 

3. Bank Moves 

To advance IDA interests in Germany right now, it appears to me, 
it would be best not to hasten to accept a Schiller overture (if 
forthcoming), but to try and touch base with the Brandt establishment 
proper (Ehmke, Minister in the Bonn Chancellory; State Secretary 
Egon Bahr and Foreign Policy Adviser, Gunther Sahm) 

Brandt has accepted invitations to visit London in March and 
Washington in April. These visits could afford opportunities for 
high-level contacts. 

On the other hand, on-the-spot liaison in Bonn would leave 
IDA interests less open to chance. Indeed, opportunities are such 
that a high-level appointment to the European Office - perhaps as 
the President's Special Representative for IDA, Europe - might be 
warranted. 

Meanwhile, special care should be taken to make the new 
German E.D. feel at home in Washington, to get him acquainted and onto 
a good personal footing with Senior staff, so that whatever hidden 
(positive) objectives he might harbour in his breast may not be put to 
deep-freeze, in spite of the man's difficulties by having to project 
and advance Schiller Ministry objectives and interests which are 
governed by political motives of inner-German politics. 

JWStrobl:sf 
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J. Burke Knapp 

Distribution 0 Funds 

For purposes of your forthcoming talk with the Latin American Directors 
regarding the distribution of IDA funds, I am attaching hereto: 

Annex A - A table on IDA allocations for FY 1969 based upon 
our latest discussions. The latest addition to the list of 
$4 . 3 million for the Paraguayan livestock project brings the 
total figure somewhat above $380 million, but (a) there may be 
some slippage, or (b) we may eventually get more than the 
$50 million of further advance contributions to the second IDA 
replenishment 

Annex B - A table showing the resulting per capita figures for 
IDA commitments (please note the alternative calculations of the 
per capita figures for geographical areas as of June 30, 1969). 

On the basis of this latest allocation, the percentage geographical 
distribution of IDA credits would be as follows: 

Cumulative Cumulative Cumulative 
through through through 

June 30,67 June 30,68 For FY69 June 30,69 

India 53% 50% 40% 48% 
Pakistan 19 18 l2~ l7~ 
Latin America 6 7 5 6 
Other Countries 22 25 42~ 2~ 

Attachments 



ANNEX A 
I losed Allocation of IDA Credit~ FY 1969 

($ million) Scheduled 
Already signed To be signed Total for approval 

India (Industrial Imports) 125.0 
(Telecommunications) 27.5 152.5 June 

Pakistan (General Consult.) 2.0 
(Telecommunications) 16.0 Feb. 
(Agr. Bank) 20.0 Hay 
(Railway) 10.0 Hay 

46.0 48.0 
Other Asia 

Afghanistan (Highways) 5.0 May 
Ceylon (Highways) 4.9 
Indonesia (Irrigation) 5.0 

(Tech. Asst.) 2.0 
(Agriculture) 20.0 June 

Korea (Highway Studies) 3.5 
(Education) 14.0 May 

Nepal 1.0 
Papua & New Guinea (Agric.) 1.5 

16.9 40.0 56.9 

Middle East & North Africa 
Turkey (Irrigation) 12.0 Feb. 
UAR (Agriculture) 26.0 l1ay 

38.0 38.0 

Africa 
Burundi (Coffee) 1.8 Feb. 
CAR (Roads) 4.2 March 
Chad (Highway Maint.) 4.1 

(Education) 1.8 
(Livestock) 1.5 June 

Congo B (Highway Eng.) 0.5 March 
Congo K (Highways) 6.0 April 
Dahomey (Agriculture) 4.6 Jan. 
Ghana (Trunk Roads) 1.5 June 
Kenya (Livestock) 3.6 
Malagasy (Highways) 4.5 
Niger (Highway Maint.) 6.1 

(Agriculture) 0.7 June 
Rwanda (Highways) 0.4 Feb. 
Senegal (Agriculture) 6.0 
Somalia (Port) 0.6 Jan. 
Tanzania (Livestock) 1.3 

(Highway) 8.0 Jan. 
(Education) 5.0 Feb. 

Togo (Highway Maint.) 3.7 
Uganda (Livestock) 3.0 
Upper Volta (Telecomm.) 0.8 Feb. 

34.1 35.6 69.7 
Western HemisEhere 

Bolivia (Hydroelectric) 7.4 Feb. 
Ecuador (Power) 5.0 June 
Guyana (Education) 2.9 Jan. 
Paraguay (Livestock) 4.3 April 

--r--

19~6 19.6 
J. Burke Knapp GRAND TOTAL 384.7 
January 27, 1969 
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ANNEX B 

IDA COMMITMENTS (Cumulative) 
Total in U.S. $ Millions 

Per Capita Figures in U.S. $ 

1/ 2:./ 2/ 3/ 
Popu1a- June 30 2 1967 June 30 2 1968- June 30 2 1969-
tion Per Capita Per Per Per 

(Millions) GNP ($) Total capita Total capita Total capita 

Indian Sub Continent 
India 498.7 90 889.1 1.78 887.4 1.78 1039.9 2.09 
Pakistan 117.0 90 331.0 2.83 331.1 2.83 379.1 3.24 

Total 615.7 1220.1 1218.5 1419.0 2.30 

Other Asia 
Afghanistan 16.0 70 3.5 0.22 3.5 0.22 8.5 0.53 
Ceylon 11.5 150 2.0 0.17 6.9 0.60 
China 12.8 230 13.1 1.02 13.1 1.02 13.1 1.02 
Indonesia 107.0 100 27.0 0.25 
Korea 29.1 150 14.0 0.48 25.0 0.86 42.5 1.46 
Nepal 10.3 70 1.0 0.10 
Papua-New Guinea 2.2 140 - 1.5 0.68 

Total, Other Asia 188.9 30.6 43.6 100.5 *0.53 
**(0.50) 

Middle East and 
North Africa 
Jordan 2.1 220 10.0 4.76 10.0 4.76 10.0 4.76 Morocco 13.7 170 11.0 0.80 11.0 0.80 Sudan 11.0 0.80 13.9 100 13.0 0.94 21.5 1.55 21.5 1.55 Syria 5.4 180 8.5 1.57 8.5 1.57 8.5 1.57 Tunisia 4.5 200 23.9 5.31 23.9 5.31 23.9 5.31 Turkey 31.9 280 80.5 2.52 80.5 2.52 92.5 2.90 UAR 30.1 160 26.0 0.86 

Total, MENA 101.6 146.9 155.4 193.4 *1.90 
**(1.90) 
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IDA COMMITMENTS (Cumulative) 

Totals in U.S. $ Millions 
Per Capita Figures in U.S. $ 

(Cont'd) 

Country Popula- June 30 2 1967 1:../ June 30 2 1968 1:../ June 30 2 1969 ,3/ 
tion 1/ Per Capita Per Per Per 

(Millions) GNP ($) Total Capita Total Capita Total Capita 

Africa 
Botswana 0.6 60 3.6 6.00 3.6 6.00 3.6 6.00 
Burundi 3.3 50 1.1 0.33 1.1 0.33 2.9 0 , - " 
Cameroon 5.4 110 11.0 2.04 11.6 2.15 11.6 2._J 
CAR 1.4 110 4.2 3.00 
Chad 3.4 70 7.4 2.18 
Congo (B) 0.9 120 0.5 0.56 
Congo (K) 16.0 60 6.0 0.38 
Dahomey ~.4 80 4.6 1.92 
Ethiopia 23 rO 60 20.7 0.90 28.4 1.23 28.4 1.23 
Ghana 7.9 230 10.0 1.27 11.5 1.46 
Kenya 9.6 90 26.2 2.73 39.0 4.06 42.6 4.44 
Lesotho 0.9 60 4.1 4.56 4.1 4.56 4.1 4.56 
Malagasy Rep. 6.2 90 10.0 1.61 10.0 1.61 14.5 2.34 
Malawi 4.0 50 6.3 1.58 27.5 6.88 27.5 6.88 
Mali 4.7 60 9.1 1.94 9.1 1.94 9.1 1.94 
Mauritania 1.1 130 6.7 6.09 6.7 6.09 6.7 6.09 
Niger 3.4 80 1.5 0.44 1.5 0.44 8.3 2.44 
Nigeria 59.7 80 35.5 0.59 35.5 0.59 35.5 o. ~Q 
Rwanda 3.2 40 0.4 O. 
,Senegal 3.6 210 9.0 2.50 9.0 2.50 15.0 4.17 
Somalia 2.6 50 6.2 2.38 8.5 3.27 9.1 3.50 
Swaziland 0.4 290 . 2.8 7.00 2.8 7.00 2.8 7.00 
Tanzania 11.8 80 23.6 2.00 26.6 2.25 40.9 3.47 
Togo 1.7 100 3.7 2.18 
Uganda 7.7 100 10.0 1.30 18 ~4 2.39 21.4 2.78 
Upper Volta 5.0 50 0.8 0.16 

Total Africa 189.9 187.4 253.4 323.1 * 1.70 = ** (2.13) 



Country 

Western HemisEhere 
Bolivia 
Chile 
Colombia 
Costa Rica 
Ecuador 
E1 Salvador 
Guyana 
Haiti 
Honduras 
Nicaragua 
Paraguay 

Total Western 
HemisEhere 

Grand Total 

Popula­
tion.!.! 

(Millions) 

3.7 
8.8 

18.6 
1.5 
5.3 
3.0 
0.7 
4.5 
2.4 
1.7 
2.1 

51.6 

1,147.7 

IDA COI1MIT~ffiNTS (Cumulative) 
Totals in U.S. $ }til1ions 

Per Capita Figures in U.S. $ 
(Cont'd.) 

June 30, 19672:./ 
Per Capita Per 
GNP ($) Total capita 

160 17.0 4.59 
510 19.0 2.16 
280 19.5 1.05 
400 4.7 3.13 
190 8.0 1.51 
270 8.0 2.67 
300 

70 0.3 0.07 
220 12.1 5.04 
330 3.0 1.76 
200 17.1 8.14 

108.7 

1,693.7 

!/ On basis of population figures of World Bank Atlas, 3rd Edition. 

~/ Net of cancellations. 
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June 30! 1968!:./ June 30 2 19691/ 
Per Per 

Total capita Total capita 

17.0 4.59 24.4 6.59 
19.0 2.16 19.0 2.16 
19.5 1.05 19.5 1.05 
4.6 3.07 4.6 3.07 

13.1 2.47 18.1 3.42 
8.0 2.67 8.0 2.67 

2.9 4.14 
0.3 0.07 0.3 0.07 

15.9 6.63 15.9 6.63 
3.0 1.76 3.0 1.76 

17.1 8.14 21.4 10.20 

117.5 137.1 *2.66 
** (1i. 47) 

1,788.4 2 2173.1 *1.89 
** (1.98) 

1/ Includes credits in the proposed allocation for FY 1969, dated January 27, 1969. 

* On basis of the countries listed in the table - i.e., countries which have received IDA credits, or are expected 
to receive them by June 30, 1969. 

** On basis of countries currently regarded as eligible for IDA credits. 

Michael Gould 
Secretary's Department 
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