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Mr. J, Burke ftalli, mme, Oparatioa
Ulast Stame, VP., ftuth Asia

MAtto As tM: drafa (L 4*" for tbo Jmanny msetta of
the Daeloen a tt".= After cleamma wfth ta Oham.
t will b* aeueitd to tb* Akutiena* bssesta. I at
il-di=to 'ma obection" m ar an we s" to.ear.m

Mar. senrwomanoglu
Mr. Mat

Mr. Dey

staamup



PRELIMINARY DRAFT

October 30, 1975

PROVISIONAL AGENDA

1. Adoption of Provisional Agenda

2. Approval of Record of Discussion of Meeting of
September 3-4, 1975

3. Current Situation and Prospects of Developing
Countries

4. Status Reports:

a. Trust Fund (document)
b. Third Window (oral)

5. Interim Report of Working Group on Access to
Capital Markets

6. Means of Improving the Current Situation Affek-ting
Resource Transfers: Aid Targets and their
Implementation

7. Survey of Programs and Capital Resource Situations
of Lending Institutions

8. Current Under-Utilization of Productive Capacity
in Industrial Countries in Relation to their Aid
Effort

9. Current Commodity Issues

10. Administrative Matters:

a. Report of Working Group on Observer
Invitations

b. Place and Date of Next Meeting

11. Press Communiqu6

1-2. Other Business
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Usst Stm VF, 8fhAs"a Rmssm
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Idsk-M. AMom --
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in samaadem. &="I ism 1"W"Came or 0 v"a fewa on thb Oamewn.

1. . a mor isesa tWA tba WwA ok b"en bm een

tow ut lused - eysoc &ft@V -00" now~,,- boa WW bowes
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docsan-m~dAg sametmat mne Cbm 4qissse m upti"Aln ft van
pi"S"a to ho=e th" "a smr tb--- Pfsmsa iatklm-

i an be"t~ tW Qv dAg 4" mia dn Otocessver. No sann
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reades U"s prww mads smm lat" am&. gaICseSUSea ts

asammto --- sel---A. Mur. fte meftes Mat moa

agaasm 0 ofis adstftst sa st wo tb mos area st
a Au &%a* geoxibm t eba vautt at aim Uaw usu

e ata~o thoe raw888& Mvmjeet th-at oAmamnar

.0eu bo at v an aters mao cast throA *"&Z 4

-austos". vathwrm to "Idnesdo miose bustow coust-etlesa-

ens ma IA N"&ume

DWOr



mt. K. Shroff , DEWS Octouar 31, 1975

Breast Stgerm VP. South Asla

84am your da paper on A14 to prlm lor and not aermlated for
detaled ...... sI .lyha.e.a ,e .... on .... dteqallifo. a

olbaseato".

1. The IA"m of dassi1opJAS buesang taretsm base on
Isnefetal CWt is imagnt .

2. 1 an duious that the ertbtle ill works out appropristely.
It *amto ow there sa asea poblaw.e On the G0M ida,
s must suelay ameluds Indones and lagorU, vhdch cont for

a substantial portion of the 00I, gparticulnwly in the bae
perAAM, A"t sis later *a to group 2. Soeand , you seed to
work out what the timiatiomns of ths process are foar
individual agmtrim witWWa es- troup. The ealalsatins
"e not soceasarty homa to be included In the paper, bt they
will be a toot of the priniple. Thirdly. you need to take
aceount of the Wa covstrie which haim rane, or are
tiose to, the 0.7 aaet.

3. Thero ame also problems vith your line of rassAad n the
-on required. Teb $4 'billan anns ma aItt*al= roquielsmt

Presuably wM1 bae -been affected by developmnts in 1975
and ay therefor* be Urger. Secondly, y"s kav* not occm tod=
for tdw .l--a -- - ag. Thirdly, you hm o tewa

maccme for the pecesment** USg, i.e. the lag botwoms the
budget and the epwity toecoomdt. in the tuportant dmwsiu,
With the WOrst P"-frft=Mn L.M. thw ftited States, Cer.any
and Jxpan, t wjulA be fair to say that at a mintsum there
vw4Ad be an 18-unmth I"s betwoma the time they agree to the
PtMIP1. *A t1Mir O"Ciet to MskA aC-t~ etMst1MWt

4. t is as at all cl-e why you &*ase that aUt of these
r*Pav s ist be given to smtilateralixtitutnas.

S. b ath ondervownet articar* growth trgata and of
alteaetiave a"/Cffi catift vMn be manismatoono p matter

bwa oftqamp "ay thsa thse are only interim aa mr.
Iar lateaws, I rwAll that Ift Shroff ocomtd neaipavely
an Report 802 baisue t suggested that the 6% developmant
deads target could not Ue rated. There are aiternative
wooa of dalftse wtthl both sul~ecto, and Nabbb will have
further saggaton on that.



Mr. Christopher J. Denton, Personnel October 31, 1975

]truest Stern, VP, South AsJA

Attached is the *urrieulum vitas of Mfr. Taabt who, as you
not* in the covering letter, is Latsestad is being aoiderad as
a cosuitAnt for ths Blak I should appreciat* it If the inarviation
would b* acawledgod adth ev put ito proper camo==.

At Ughamet

88t&a 1IS



ftwats Stssat T, Beov" ASU

ne IME *SI Id -w-% oRSnE 4 e @

A. . I m so to Am it. e awt Low

owatlm a a brWsto boos eest~ padift Uame wda bo
a amsthA DWWU - .

3. Be obogti al"m UU% to agg ev t~b mog e setb thog
tafig t hTS taliU "Sjdat* - QuCeNMI, Quett* StAtAt

ftimes"Is =a Ccutta U1.

ftr . bum wa



Mr. Robert S. menoare,, President Oetatmar 30, 1975

xroost stam', TF, South AD"a Ragedf

Osammsff 1 f ftgg Amod E df Md.el fmt ~a NN*m

I . Yo senme ala m roadum of Omae JA wist the proposas
fore tbo Gooad@ "oesh k, a ma rowiaw and fete poicy work,

Mnd I list beam o ant kEr wr I".

RMEMM'md - AO~t

2. Use genealm tkame dAme vat otrAke as as vwye wes.tera, *eos
though it Is hat tall43 atoms te pxoguasto V te astaly. Mwa

:tamo. womm. "Itmmattomax Paiues" as.eetiatos ofer im 1
GpGMch 4An $02 Md Will. by ma Se 6--, be old bat. Tb* sea m
on Notiosal Pl'amteI aO too sgeot - viSUS people to esa

amsad== Lavest In the "rft"sectors t sot ery .meingful

3. if yea Imme deeAted to drop the foam an dommita a meal
rsove sms m a ttesaa (e.g,, finaca emnsitutl and financal.
develogumont), wbik 1 stil Win wol s Sia you ma otacei hade
an a mumbww of impat Loas I would sge two alternaiv
teme. ts ese t y to thw food-productes sa=*. TU& advastage

Le tha It ehv b based as the prosed op"I&toepic for thes auxual
'ew aew and 41dto a lot of Is---m- ta vetta. The d+--s -- wata
is that It c m ather -too womim after the Wor Fmpd Coaftrame,
yaw on ftivvl sa"h ond & wa o wrousin &bou sem18Ys AD. As
aternate alot be to asaovas the gravlag diffewence between the

-dr -sa-Md FawtO Walds. -it am to mo tbia thee is a good dud1 to
be a"a bars, mave, swddm b n eaus a lot of datia. We nagft sallt

out the eleamu ent ofdffr - oewwnat strmtero, tr&U, growth
veo. -ognooe st prty, debte - sad the emdtability of deforate

-- "- pmpowA - ama with tk*- Immemilate wesmic problon and
11A mm tamilayk Uti ---v-l- of the &a"Jost wil be,

luwtably, that the pwnwst apoastis are Neag helped loost - by
*14 flows. by - <ri add -w-aam- by trae ----- ve- by compensatory
fesantmme MWd 1Y asy of Cho Now eneatifruat"O Ordeir proposals
(0000s aman MOW Wt M tba latters). Tho Advastags of the topic
ars (a) that te potat seed* to be auto to elariy Internationa

debate an a Wbole MM- of loom";s Md (b)- thats It provides a slid
b&fts for tat sbatu the IDA wrat -M a" O'groset, I
smud thakh it sewtbankl& to bee a& out~to prepared a ths.

D&a AmwvlImiie

4. 1 bsa no problems with Parts I and 11. Teta proposed gpecta
Topic mos sitable, bt I hmme some doubt &bout ts teatmes.
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Pose 0 settim on. *rbst thi DOALMesmsene roow* An 0*64*4 but. If
o** i sbol U vearsy ast. 2M tass of te other Welf of the

aspa= vt"tsig Ugrisultuaa Bemattam" (i hO1 ba lood.
PanehnitW4 - - MU bO 0000atiftly r*M*"sg. I .M-l==*t Ungtbar tb*

reasons wer ta tasty of do re prse i s oba-Iass. to a
Amma Upoen aely te foem ohea be os Xatft~a Ea

sA"tgg yroam. A 4ms-mm of precilw aaf
ratlmn aeamase Mvemas of Liats Ammale mad Soust Ada,

and the foodler ,, -nalm **n ia"prie to tus fortm.
lastia", the te s bov] eoe tadsi foosr&Us production.
mear 4effet aes, program afla s= the Wrld Pbod

ard". xte ra o=>-* saftoa for foodgrfta prokastia# world
food resserv" and satmal~a hod reev polci.a I weld es inclined
not to 4184s petiagfle ask prga or AWNWthe tisgoapet of bank
projecs to dw Awna Rsert.

. it to &I"s Ifnetatt sete the ataff Isiueaios *f ts
tooce, iftledift the Psaorve aSOONe. 01ai en rowus asexeie
with this subject, prtmasT futr for this topic Ob"WM be
In CS&, as te qamamA IWIIAW. Ca th" be rtg te s" Tuamon's
work provset

EAWm *n"

6. Tba paper s, policy ork JA aaW The toodgaft ar ioees
meai Avsee mod, ins ay emma, vmud t m be very Wfra fts

tba AsaRsport. ooetes ftbam sPovM toan aarIJAws amssgkoes.
Of the Nos eagpm, I &110"Tr Comenteda an te pXOP"" d t Mdye
in myat " rsas~eor on the =s Poll"s- 60..i .- , -a of ftsn*W 21).
ra s prop me aLCt emate s -as -- ctx lt twom ea - a
prop**&".n ftee vmUd sow to be. litte pay-dirt are but,, as

you ONWOU46t In s bwte ~tbomr anM* Ot rfains. tt in too
bad tka vnaa eudt *e ay .ww alomstt in hi as, owas 4m
aa17*U of tb6 LUC vole I* tvsa Wnftstrwaers (shiig.6 **v"""ne

bTantass at w sam txe n the== *a"s for IAC presng of nm
INSUI&atM.

25tes./



Oceter 29, 1975

Letter No.'139

Mer. Jochon Kraske
Chief
World Bank Rsient Missin
Post Offie &m 416
No elhi.%1 badia

Dear Jaches:

Thnk y.u for yor leters..f Septemb.r 9 .a Ocer. 17 and

for your good wises. go far I have found the canges fram DPZ to
South Azi* interesting a& st1=0atin. It Is a pleasure to gat

0 bhack to the ar*& - frustrations s all.

I vermc appeciated the political parapeetiv* in your
October 17 Isttsr a A hope you win akethis kind of report a
regular featue. Te appropriate freqesncy I wi leave to you,

- but pea~s we might count on at lest et or thres a year. This
broad Verspectivo of the polital econmmiy to Lanmmsely helpful
in framuatatea owr vtan m n agt oar mcpatatimu. I hope you
will be able to got out to the *tat"s ast fregumtly as you had
inendo so that we will got an only O the viwf the world to*n
by the Delhi-vallah but als how dovaloamonts~ in Dlhi are seen by
others.

As you h*" already boaad fro sa Wol e Tooon revie.winga
comitry roasts ia the past fewr ws in ordeer to Seti a mor*

r" tUassesme of the Banks IPY97 lendia ng gam, For late,
we new have a lieudlpg lamll of 9000 million, which emmstsa of IDA,

Uk Third Vhiins lendlAt i paropwgtins which "sa as yet entrely
fixd. While tbaw mt, sad the wdobew of projcts, ae larger thas

e have be= carbring an test askes, "virtually the wboe diffeence
Lo neemted fo by fnal izclu~in the proes to e fin+aane by
the Third Window.

9wsb & lAsUAS pgs. whd I think quite desirale s tara* of
rsqiremts &An caacity tox uti#Ao effectively, wil make boavy to-

os~is ou eftr projecte pipeinei. I %"a been sawmg our tontrxy
Prosassa to brief z"ife ad ha being stratt by the relative paucty

of M'977 rmjtev before v* gt the adationalt I1976 alloations.
Aotbe or not wo an inaft sc a lending level depende s a any
factors, Inldi e art peirfran.ce, But foremost, It depends on



Mr. Jocea Kraske - 2 - October 29, 1975

the availability of proeets. I know this is a venorable issue in
ladio. but not the loss Imporant for that. Xn your sext meeting
with Gopi, it might be useful to ake this up. We Road not only
001 action on seeral poiats wpe listed for TY1977 but ne to
hmme 6-8 addtala on"s idonti e Thai wtperience of tha last

tma yas sbuld be ample proof that the saas111ty of projecs
ed a d to higher landing levels even though the IDA portion is

constrain"d. Perhaps in Y1973 e vill have a fourth window.

I too have been Impros4 by the number of anmnwnns in
the paper about changes in export poietas. The questin of course,
as yixA say, s whether thast taken toethaer, add up to a significantly
different set of Incestivto. Our concern is not of course to dater-
umisa that exsports will jump thhs. year, particalarly in the currn
world ocmmic sitan, but ather that the oubjet is receiving
varises aattein and that tbors, is * reasonably clear id"n as to the
polic mataoures which need to be taken and a syse t as-sen that
poicsy makars learn quickly If the agreed vassess are ins~squate,
Tomorrowe willt1 have ouir CTP review vith Mr. Mcear*, and I an sure
eti subject vill resolve sa"Uerablo attentiox; e hap* to have some
encouraging words froms the )dssion before we walk into the lions dewt.

'r your infomatiu, I on tntmatively planning to visit the
~iL Janusay. Ihave to go to * wpat@na of the Dsvelopssnt

Commitat inaaicai an January -10 and wmald hope to I**" diecstly
from thee. W tentatve thnni that I would like to inclue
all or =wa t the cuntes ithi fst swing.which neearel~y

wwwe & relatvely short stop ft sagh. Hoaerr since I also expaet
to be back tther coming frm or going to the Anual Meeting, I cam
beme seetivtae the ksaemi Utse. arouad

I was carry to hear that you ua having difficulty with the
ima=41rd sW I trit eti U no seeasatorwsily rwweawod. If we
are eing unduly pigheaded, plesst lets kno w.

lste rogards,

Ernest Sten
Vice President
South Asia Region

ntaernsap
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Mre. C. R M1Ueghby, Director. 03M October 29, 1975

tast Sern, VP, 24mth A&Ua
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Mr. joshen frasi, Chief, ASMID Oatober 29, IM75

Inuet 8temn, TP, Bouth Asia

MIA - %MUratn of Resdeut 1fLaln 1u Mew Del I

1. This mnradas outlines In geraL toens the purposes of the
office of the Resident Mission Inu Iaua (fthe NS-sian") end the flUotone
it will be esxpoted to perfeim. It is not intended to set out farmal ters
of referenoo, but is meant to express guideines to be interpreted with fle.-
Ibility mod diseretion.

2. The Bank will rely on the Miasion to pyevide is'tUnalty of informa-
tien and operatienal sontacts and a smsitive assesssmnt of deilupomp t Spends
and prebom, ad, in geurmI, to miabSeoe close relations with the Imnlan
lovernment. The Wissio will be ampeeted to assist the Govertment in mder-

standing the wequimante of the Bak, and the Bank in udersaniUg the
puliolos, puatieas ad attitudes of the 0ovewmet, thus promoting closer
ties and uidorstandIng between the Brak and the Goverumt.

3. There sheuld be the fullest asqeration mud interhang. of infsra-
tion between the ission and 1eadqurter. In this .emn-e imn, all missions
seat cat b7 the Bank shall fully eordinate their activities with the Massian,
as elabermtod in paragraph 12 below.

i. The prinulpol fmtwisS s of th. Mission are.

a. to maintain aloss contact with the Indian awthorities aw
ensure the fullest poesiba mIerstadig between the Bank
and the Goverissent as repards each other's thinking on matters
relating to the Damk*s mativities in India;

V. to prepare with the awsistamoe of fhwad-uartere staff the
annual eomvti report on IudSA;

a. to monitor on-going prajeote and to assist In their ezpeditoe
mad effeetivo implmentatin, to ideatify possible new preteats
and, where Mission cspabilities pernit, to contribute to the
preparation of projeets

d. to inform the Goverment of Dank policies and praotioesg

9. in sonoultation with Headquarters, to advise the Oovermamt
an deveipant strateg, policies and progpae;



Mr. Jeohen Krashe, Chief, ASIN 2 - Ostober 29, 197%

f. to review an a osotimping basis the objective, dswlat
strat.U, prtrities and setivitios in the Books pro r in

AIa and to -aenmd nodifisatlons r inow Spr ho m a %hereeuer
demed asprupriate.

other reap nsinitis as detaled below are als important and should be given
&S nUU1 attention a tbe alls.

5. The Missin, an its own idtiative, or at the request of paa uartor',
Mad On & 00111ua 1g basis, will a'mpql iae atin, usr d.s apsts, mad
make reamc dat ims in relation to India's o iname sitti prograes and

Fefemmanea . The Mission w1l be eqiested to prepare studies an iepific
ape*ts of India's sconamie situatiop as agreed from tbe to time with
Msaduatee.

The pam. pmrgued b the vernamt are of vital inpertame in
assuring the offeetive otfuatim f the Aid it reeivas and in the omuntrYls
progress toward a ne viable emomi pesitim. The Mission is aqpsated, to
the estant it ma, to give the Gove ent the benefit of its viuws on matters
of gnuma 0004. and d 4 2el nt peliq' and progr s. In Awig ae, the
Mission will emeit with badquarters to ensure emmiatenay in geak ropre-
imitations to the Goveranmt an these matters.

7. - It is not possible to antioipato all the questions ad airommetanes
whieh may arls, --d the Bank will thms vely an the Mission's judgmst to dealde
to what extent and in what emne to elpress its Views. Neadiumrtews should be
bopt iaftesd of the substamee fn snob disofs-ions.

Qeratia - Geneel

6. The Missin will be kept Interned of signifiat devolopmmts in the
progress ad dstexuinatimn of the Bank's operastiom progran for India and of

similar deveepmmte in the prwomsslmg of individeal projets and teekmical
assismene operatimns. he Mission All be eomuuted and wiii be oxpeoted to
after tiMey mnents and muggstims on an major issue. attesting the design
and adentration of the proruN.

1il uipe'viatom w1lU be emried ont by the Sonth Asia Region Projeots
D pmytoeat and %W other Hadquarte. Sepaitmots, the missin will eamroie a
8111rl eatebUg brief ad will keep M Wdqust W infossed of the progress of
Dant projoets ay diffioNltWs that are emeewitexed or anticilpated. On
oseasmdn, the Mission mw be asked to shek -- d report on speolti. projeots.
It is biped that the Mission Sbe eb to gontribute mbstsstmlly to the
mars effeetive ad atpeditim iq mtatin of lmdimag end teashwma assist-

amse opirstma,.
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kspdina ODStSatiS- frs.jcet I*~tfieaties ad Presaratiea

10. Assistane in the thmly 4s qagat of the pijpmius of 1nung
activities Wil be aw of the pmsoxr7 futina of the RienAa. Due to
the limitat-In of pOrWNmu.2 resrees, the Mission v1l not be osopoted,
as a rUle to angage directly in the paspaati.. ot "eific pMO3.t.
It ViM, however, be eeposd to id=t y po..iba. prejects Ar ansida"-
timn and &bw"rati2 by Imadiarters, and Wwre it has th =eesry
overtise, it MWS WMeartaim the p ratem of prajeets frm tine to tUme

as agreed with BedquaRtrs. The Mission will In ar ase ommnit and wext
aloway with D ank sissims, the InMdan anulties, nd with other agenclea
in project preataom, duiug the p 0pat41y stages of pROjeets, t4 hNIp
avoid lags of oigate. or aisdiwe etin of efferts which might d@l3 or
ouqplioate loa&n aresatias.

&adia Ocer0aUM - AMIrasel

U. Apprainal misams wil be ospetd to coordinate olovaly tith the
MiSSIon, and where Nmebers of th. AN*dft Wheel.4 have SpesIal kw1e0dJ
of partiUlar eotors or projefts, thW weald be seated, to the exteat
that other priorities aa their Ume peinit, to contribate to the work at
the, appraiMl lIssians. The auL..MA'. esats or preliainary findigs
and mamal=sis will, in all oases, be welemaned these shauld be *oed
so as to naim a asfAl input into the Isames fsper/Daoesian maermandis
stage of project proessing at "ad artlrs.

22. As noted aboeavisiting atlsmims w=l be esarted to coordinate and
wvo* alsoly with the Mission, and the imisa vMii be espected to assist
D=k nissions in every w prati ebi, 4iAdag participating wherver
appropriate in the aotivition of thesem issons. rhm Missio will be eqaated
to give gumaru geidosw to all visiting atasiamp, and their terms Of referene,
widl provide for thbe to heep the misio fium and ourmertl inftrmed of thir
sehedule and aetUvitioU while in India. The miss&o 0h1414 advise Dak mis.s
a aW apeoto an which the Miesion's intimato kno.dge of lwa3. oasities,
problem and persmalitias would be usfl, and assist saoh missions in making
contacts wit Indian fm itals. Visiting mssion* s i eonsat with the Nissim
an their emluatons and re eniatias before dNpartimg.

Staffins of Mission

13. The Chief of Missien wl Imp Nsaod-m -ters advismd of the staffing
requiren ait of the Mission and will be futXL emomated in the aslection of
al persovisl for the mssien, maldng -ep Laent of existing staff.

Itr



sr. Joobi Kaskie, odiet, AWND Oetober 29, 197

3. . The iMaaaSSa abould establish and malata 4ase moutet ith the
rspwe-Vatstvts in N uli St aw MAvLg etnJAe-es md ittiasla lan

fgmemad, e meluilag sweq*a1y thue vbl1h are pwattialg in the India
Cosastiam. b.The EIdWn msoild baf msk rep-es it tkl s. about the Bank'.

vieu. ad a ttvities In ZmA^, and hoop the wk Inflwed of the status of
Aid entowts and meaitdatinms, and of pregrees med and ditiltl

mered Sn the majev pepsan re.-Mu agaisteme.. 113 1isign bhu3A
Obtain the vimw* of mmoh sop s t1 v*S, pam to then the viw. of the Bauk,
and in pmnmra hop Ne6awber U advised at Stg views about aid ezdinstias
in India.

15. The Misin should meet frotmaUlr ta b wtm to time with roprmsusm.
tes0 of govreram-ts and latemtiual iAmtitutina partiolatag in the ndan

Cmaszrtiu to assist in aonagishirg the parpoeis moted above.

16. The Chief Mi Mssin will be eomted to attand *U meetiags ot the
India *ftmU=.

37. The ank wU a**et the Chief of essiA to visit anmarters about
twe. a year. Be shoald asumlt with Naadqmrters bet... Jas*azg othwr visite
outside India.

Ras" Al sa f 94 Saum to a lartens

18. As the eit of Mission will bave both proepu and progeet tfestimm,
he will rport to the ROiMuI Ties reAdsidt, Sawth Asia. wsvur, the Vie
Pesimimat %l leek to the Seth Asia Progrems Direoter to amewre that B*ad-
qawrters and Mission .stiities are at s13 tbws integrated in wport Of the

Bank Greq's objectives in India.

19. Mission e- istisis to weapawts wll mema13y be direeted to
the BaSnk tkuwgh the India WviMU. Cepias at ssion .L OaRtis to
oter parts of the mank, the 0wwsuaknt of India and its .amuoies, or to losal

Doli represetatives of duamr .awataies ahoul be sent to the India Viviials.
ii3e iy, te India Divisisa ufl prvide the mismam With espies of au

relevant eee pdimoe to and hrmn the ank, and also Internal ppors that
relate to the Dank's -opem in lodia.

20. Tho Regien shbwl4 be kept inesed of mia ie ns by the Mission
with Bank atfisilAs outside thS Kegima.

sa Mass". 0Maske Dimad, Isarms, van dew New#
Ahisbaho Street

Miss D. furpbv

MisibabAImiend .utg
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Mr. Omas8 mmmaW=tmmeetef 28. 1975

auXIMsat SM VP#... Sf deAsU 1sou =flow &mse mmh eIF

Ie Uwe "Mst aIe ted OWs wif s t... Saloc 2106Sh

ASSSMM ofese I : , 6 - a - - dift th Peat*= f wh t wn ja coug
bY 0A UM ftttu WhIAa WKS b*IsAad dat t weatf msad bt bom

pro"W"n felt Maki"* * 61SWINIM -amtmt . wwo mall. Tba

Mccorts, dstbo cmmstse wa bown a UMMNI tomse for the
Iq 604100, Of "sa I-OvIL Pdklititsl vJAV amend dot i La a aSod
2*GG*tbM to SAID 4 -- @Strlblft- to CIA oan..m f weeb mear

Uas so 0000putgy fISWMSnnt doa Nw Uk amd tbo isptas replsesh-
mets for 00 e aa.

2. Th "a dtPIAS 4..0"M so s 14MMIAMe for *etbm a
cauMVs 2A f*VMMI OW 014041M. WAU* the wvmpg o at pgn Iee
OP---rM 40 Si me SIMe AIasNI, so n wamd be propaivA to pa
for sbelftuft er Maxleu-t of the Cosstee wl"at L00 Suffet.
noe ieet vessitive it awaf- the of Carmw.a wbmwsoe does of
CEO"&a MW 00e W.. 4MI b* AeocrVPMA s agae but tatsagat.
'mpg- W8080at that there wre tama tust blo Swasn so "motb

to w 0"S zjgm aoka &matt Wlt Md,1 pab]L Weabo"WMa
e~~th M.g ==ae T e tasm k s theet pooueim Mwn to s

014 "6001pa--* IL Of s 00 CMMOSa. USm vlows of the Uinitstat e.
sum the mats Un---ed It is elzar Lb"e itbw MM playin t a

vorldsty of jap---o--- so to the an of Chun cu--iam, ttu
bwarft= osaanea, a af am A Ie daJ -I -=a m I- owntt s cxe db Me
asinm Gnaftowe thi pm et s yet M"t vp at" wwn Ad tA VhJA

Comm Oawsh to Parana. 7smgnua, thw do wta twdk it
4*&SbgaM* IA ata mqg ats a& a rwrsem of tbka CONamtttg* kA* teys
trao to seLese to an late a posigble.

3, sossrduw te TVA peae galed tor in tb* RMStna nsa,
dweIs littsawusw few ti %x i s am ftw i"t"e aar auat".

I , sroo IithW e , the paisct beftas te two Bas messe
dwe fmgest~ O et ON amae*a IM LdIgt to be damavve and thb

tosaudest. sTK* "w3As momt" %bme a imnee .a..a pt"*"s a
ravort Ltmuan it iae is " dona @mhugt a agb-gesgostaol, thme
Ia s .- dw" Ofr MWem-- OIIMta OhSI Isa the trus*o e a
Dwraloposat assma.a le thw&s x"n & uumbw of go tre,
189Al"am tift ftital SUUMIs, Wish, 00 Of MW. OPPOSIS OWe 4*Mb3dIeMMt
of a oub-coadat.s ths esa too 00 he COyeIM pfees" obvbesely
atUI be adaod.. by V====+iwm " to te 4-M*-SM to be
rosebed,



. Tbo" ta broodwe emssoms ou do fast dota th Mnm ao
be ohs t th e ond of UO to&-yee POsMW. wa doa vactlAft would
h toi do "*musat owl""m etam I"Iuluo " se"Ol"s dan
Ioss Umd top oW, to by is mm a fomae -aas m t b* *M
do so. unvw m tin tW& tbwo wMgg a be & *e"*ag to
entiwa, ma es to be Owe mov"ate tu a fen Lata
Amose wo*.U be a -aadk mlW, esa dwioog bet ta
amd ml VSsemtio Nlmtwo wadA meamma sm a~ma Aawatom

S.men Is Wi awaen vw et eIsae of sa" cm"P to vilama es tams

owArow fwem e the Jammer owtman.

et W. vowo



Xir. D"Ue Dn, Chtpf , A"=I catabor 2SO 1075

RMsst Staft, VP, Soutsh Asia

Urme furtbar vsfAatmnam it *sawt to s Oat thr qwwU"iem

vuht affiesttut tha faew of our futw analysis oft* s 

( vb t do"s It tsko to 1wamim prodativity of jue
farm,"g by ZZ per Y"-r Nt bOLSe some "Wew1

tetraot - "Yr 4-51 - to bo &gae sa)

(b) wit.s do" I takee to aa prestat istbwtW ewpiwAty
ut-l-o at y by 1978 (y boin ... a .... abl.
taenst 111M 0%

(e) what dow0 it take to intrBot theO oba@ of
doweatly pressad Jute (ows owa &" for
102 y. &oy, fav re utalpsas poixs, am

for tbo. next five y"".s

frmwworek AMd I* will nawanU dfflalt to judge Whwtb" a s urin

Alhoo he S&aMWOU Missiam perhap*enaote do saah to #pUsa
outth" obaadaetL , we ate maftclst bwt s tbas * the &*mora
apr A I dsould also tILI to &IsMM"e with You, ot. &I., bow a 1~

Mr. va Aw X
Mr P2c0t0tt*
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COMMEN1T ON DEVELOPMEi-T OF URBAU VJ. K

The puirpose for adding an urban category to Bank operations was

presumably to focus on problems associated with particular geographical areas

(urban areEs) and to add a spatial dimension to operations that previously hod

been carried out almost exclusively along functional Jines-indastry, power,

water supply end transport. Actually, although it was not prevented from

undertaking multi-sector operations, the Urban Projects DTpartment was set

up as a conventional project department with its own jurisdiction linitad to

urbantransport and low-cost shelter. In some cases, projocts of a brad urban

nature including substantial elements of water supply and sanitation have been

undertaken. Calcutta is probably the best early example. Hiowever, fo the

most part, the Department's activities have developed along conventional lines

with particular concentration on the development of a sites and services type

of project parallel with the Bank's usual operati ons in urban irea n i the

fields of industry, water supply, power and ports.

The greatest opportunity for an effective contribution to urban dsv)eopnt

would seem to lie in the coordinauion of elforts ii vaiou fields Locurea o.
the region.

the development of the city as well as/ The need is not so ;uch for new typos

of projects as for new types of operations--new combinations of projects

designed for a particular situation. The true urban focus is multi-secl:or and

its ultimate concern must be regional. To develop a strong urban program along

these lines would reouire a better structure for coordinatiag efforts in various

conventional fields and a greater effort devoted -io aralysis of particular urban

situations and their regiorn-'1 ieplications erd the dosign of rulti--sector

operations. A start in this directicn could volvs directly fr.o prcen



-2-

operations by creating "centers of corcern" for selected major urban

areas where urban projects are being undertaken. These centers wxoud

provide coordination, direction and advice to the various sector :p:ration

in the region, including the main city and the related small t'ns and

rural areas in the hinterland. They could also promote and direct

economic studies designed to support operations. They might take the

form of working groups on which each technical function is represciitad --

urban projects as such, water supply projects, indistrial projects

and public utilities, and complementary rural development. There

are various ways this could be organized. But an area approach (as

distinct from purely project approach) has necessarily to be an important

element of it. This will be particularly important if 1r. McNa-ara's

thoughts on the subject, as expressed in his Address to the Annual

Meeting this year, has to be translated into practice. The 0_4DA

project in India would be a useful project to try out one of the

possible alternatives, in which the area department takes a much

more leading role than it is taking to-day.
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G.V. RAMAKRISHNA Z ito *0
Minister(Economic)

EMBASSY OF INDIA
(ECONOMIC WING)

WASHINGTON. D. C. 20008

October 21, 1975

My dear

In the context of India's efforts to achieve self-sufficiency
in food, the question is being often asked as to why India
does not solve her problem simply and instantly by converting
her cattle into beef. In the enclosed paper "Why not kill
the Cow" I have attempted to explain the economic rationale
for not killing the Cow. I hope you will find time to glance
through it.

With best wishes,

Yours sincerely,

G.V. RAMAKRISHNA

Mr. Ernest Stern
Vice-President
South Asia Region,
I.B.R.D.,
Washington, D.C.

Attachment



G.V. RAMAKRISHNA qf4ir5, ito *0
Minister(Economic) EMBASSY OF INDIA

(ECONOMIC WING)
WASHINGTON, D. C. 20006

October 21, 1975

My dear 3fy (L M -<^A,

In the context of India's efforts to achieve self-sufficiency
in food, the question is being often asked as to why India
does not solve her problem simply and instantly by converting
her cattle into beef. In the enclosed paper "Why not kill
the Cow" I have attempted to explain the economic rationale
for not killing the Cow. I hope you will find time to glance
through it.

With best wishes,

Yours sincerely,

G.V. RAMAKRISHNA

.r. Robert McNamara
President,
I.B.R.D.
Washington, D.C.

Attachment
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Mr. Jam" Dyck, Personnel October 23, 1975

Ernest Stern, VP, South Asia

1975 Anua Perforne Revie,

In the process of doing Annal Performance Reviews I have
come aeross a fair mber, an4 a high proportion of those I
have seen, in which the staff tminmr asks for career development
program or guidance and indicates that similar requests in past
years have gone unheeded. I can think of no easier way of sub-
verting the credibility of a tareer development system than this.

At a munimm, it seems to me, such requests should be
acknowledged so that people will know that they are not merely
trying in the wilderness. Obviously it would be desirable to
do more than that, and a nwt step would be to counsel with staff
members as to the realism - in terms of personal capacity and
likely afilability of positions - of the stated objectives.

cc: Mr. R. Clarke
Egtoran:p



All Staff Mmbers October 23, 1975

Ernest Stern, VP, South Asia

Annual Performance Review

As you know, the instructions for the 1975 Annual Performance
Review emphasise that a meaningful discussion should take place
between you and your supervisor. I have asked that every staff
member be shown his or her written evaluation as a basis for, or
part of, this discussion. Before we submit the APRs to Personnel
I should like to be sure that everyone has had a full opportunity
for & discussion of his or her performance. If the discussion has
been incomplete or if you have not seen your evaluation, please
advise your Department Director or Mr. Street before October 31.

EStern:mp



October 23. 1975

Der Prvf*sor GCusmrg:

Tkis la just a note to lot ym knowe tbst T mms ver
asy thate I god rati atetnd tbo cnfnee to wigh
you so kiftdly Imsited me. The agenda looked4 Lateresting
and dealt o ers ith subjects very ecl*m toso.

at sre m mm that I could not attand, Hwee,
a I 014 ycm,, I bAve oualy reently takcea mmr thIs
postion and mye caleadar V&* ratbor fell wIth
appolm mmto. I mted to rearange theum so that
I might attend for part of the ceeed bu even
that di4 not work oeut in the and.

Sineelye

eftent stelm

South Asi Reio

cete, for r Me tudo

23N0th mikgtAvn



Mr. Robeg 5. Msra, readent October 23, 1973

rst Ste , VP, South Amsa

In general I think this an aeallt t paper. My suggestions
are provided a line in/line out basis as requested.

Ther" is on* general point on oresmt==en. Paragraphs
1.05-1.14 diffus* the throat of the opening statements. Some
qwce can be saved but, ma importantly, Impaet can be increased
considerably by not having theme sections servo as a table of
contents. I have suggestod wobstantial pruning in this section.

U~toraimp



Mr. Rabart S. Xcumara, e sauet October 23, 1975

st Sten P Soth Asia

Professor Nurul Islam, the former Deputy Chairan of the
Bagadesh Planning Commission, has written to tell s that he

will be is town the firot week of November. He asked in hi
Utter whether he coud as& you during-his stay.

Both Bollis WWd I expect to sea him. Bit principal laterest
seems to be ia dfing an acceptable posittn outside of Bangladesh,
-nd I expect he has little ewret Information on dovelopments there.
It is unclear have he would ntad if he were to return. Re bas been
at Oxford for the last year e a ftlleshlp which expires in Deebe.

bA was aentensbly an a "sine-voth les"e of absene" frem his post
as Deputy Chaiman. Rever, the new Govarmost has just appointed
a SAM Deputy Chairman without reference to Professor Islam's position.

Unloos you persoally with to see him, there are n reoms from
out mide tr you to do so. WouI4 yes it m barw?

ZBtera/DADumn.-Up
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QUEEfN b Li ZAIBLITl4 -10 U 5 -i
OXFORD 52952 21 ST. GILES

OXFORD, OX1 3LA

PERSONAL AND CONFIDETAL DECLASSIF!ED, 13th October, 1975

Dr. Ernst Stern, AUG 18 2020
Vice-President,
Asia Region, WBG ARCHIVES
International Bank for Reconstruction

and Development,
1818 H Street, N.W.,
Washington D.C .20433,
U.S.A.

Dear Ernst,

May I repeat my congratulations conveyed to you earlier on your

assumption of office as Vice-President, Asia region. There could

not have been a better appointment.

I might be in New York in the first week of November, 1975. I
would very much like to come over and talk to you and other friends

during this period. Would you be there at that time in Washington?
Would it be possible for me to see Mr. Macnamara at that time? I

would also like to see Hollis as well, if he is there.

Yours sincerely,

Nurul Islam.



FROM: Tne Secretary October 21, 1975

NOTTCE OF rITETTON TO TIATE

PAKTSTAN - SECOID WAPDA POWER PROJECT

The Bank is planning to invite the Pakistan Water and Power Development

Authority (WADA) and the Government of Pakistan to send representatives to

Washington to negotiate a proposed loan of US$50 million to WAPDA to finance

the foreign exchange cost of expanding the ncoer {ransmission facilities of

WAPDA.

Distribution:

Executive Directors and Alternates
President t

Senior Vice Presidint, Operations
Executive Vice President and Vice President, IFC
President's Council
Directors and Departmant Heads, Bank and IFC
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Mr. Robert 6. MNaara, President October 21, 1975

Ernest Stern, VP, South Asia

Status of UN Follow-Hp Worsk

Tau seleted &in* subajects an which btlef papers wore to be
done by mid-fttobor. Ou the basis of thoe papers, v* would decide
which matters required further spaatetention, which could be
integrated in the general vark program and which need not be pursed
further. As of today. the status is an foll"21s

go. #me=atrEx rinfRELa The M9 paper has boom delayed but is maw
(Security Development Fund) expected to be rady in the nme fewr days.

The analysis by the Fund staff ahowe the
issues quite clearly and themre is no
prospect - uner any current proposal -
for resource trimfers of the aignitude

meniond i the Kisinger speech. Sme
iberalizatin of the U.S. propoals
undoubtedly will amarge from the Fund
Xsmma dscumassos and, ben , =
expansion of LDC access to Pund resource*.
So further actin y us would so to be
requir~ed except that e should. cone to
nonitor the Fund discussions.

2. Itermnational lovatumnt Trust In his nte to you of Octoere 10, Mr.
van Roffman postponed the duo dates for
the paper to the and of Octobear.

3. Interatioal. Eergy LM~mtog Paipear CAmpleted.

4. Consult0aiv Group oMan -Fooedgd Thee in a divergence of vwsao the
Mriueltualm Productsu tecnical staff, and Mr. Bat=r pans to seek

outsido advie. You will reeive a not*
from Mr. Be=a within the next few weaks
presenting alternatives.

5. Investmet in Mineral Resources In his nte to you of October 10, Mr.
von Raffwm postponed the 4u* date for
the paper to the and of October.

6. 2#04Estiu Loass The attached uote from Mr. Martin, though
not ifully responsive as a background paper,
gives the status - i-e. a small technical
group has beta organized in FD and the
issue will be on the ageanda for the Third
CGFPI meeting. No further action by us
would seen to be required.



Hr. MNara -Oc-Gtober 21, 1975

7. Th Debt jPasms MB bs Included a sait-outlin of a debt
study in the aterial include on Pago 3 of
Attchuse C of Hr. Chenery's . oandus
to you of October 14. Hoevewr. it seems
to as that eti matal requires further
elaah=tion. 'first, t combisa tho
ealuation of the anka~ portfolioe with
the as.sessmet ftbe LDC problem.
Addresing thsese oerate, though
obviously related, isses togethe will

Upke for & diffimalt, if not vmaeable,
pape. Secondly, it pr.es t.. evelop a
sak postion "with reset to questins

111mly to be rsed in the propseds
P ereenco" of debtor* and creditos.

Newaarthe UK rsolion only a UNCTA
to casidor such a conference at ts
fourth sesion, hieb s scheduled for
May 3-28, 1976. Tba debt pape toscaheduled
for ay 1976. it usmid *am. o" se ssila
to do our general analyst* spaately and
to addrss th&e mstons of creditor/
daeto conferenceatm such a cnfernne
Ma e ee~i s@Asdo anid tbs questios
fermltma. Finally, a more aled
outline would help to-dflnea the purpose-
of the analysis ame elaxly.g for Isames.
I a not ese wbat s Intended by asessinag
the Impact of the debt burden an the
deviaopment potmtaal of contrises or why
we samW gie s pecial attention to the
most affected - Most affected by what?
There was, I thought, gaena agree-me
tbat tbo MA cmwAset s no loer
voew tu. The dse problem of the pooeste

way rwpitre special treatment, but it is
not a rety lage portion of the debt
burens.

a. 9wrnt Kenmnn 'Guas" Due from IFC October 31.

9, N Fundt for Nat=4 er sourest Paper completed and sent to Board for
Information.

Baum
Csagil

Von Hoffa
Hoffman

I0tean/I



OFFICE MEMORANDUM
TO: Mr. Warren C. Baum, Vice President DATE: September 24, 1975

'iOM: Edwin 11. Miart-ia, Chairman, CGFPI

SUCDJECT: US and UN 'cdimendation on Action to Reduce
Post.-arvest Waste

Paragraph 11C(2) of the Prospectuis for the CGFPI of February 18,
1975, approved by the heads of the three sponsoring agencies, described
post-harvest waste in "Storage, Marketing, Processing and Transporta-
tion" as a desirable subject for CGIPI consideration. In later dis-
cussions on this "Scope of Work," this item was not questioned.

At the first meeting of the CGRl'I cicveral participants proposed
it as an important. subject for early consideration. The Chairman re-
sponded that discussion on this topic had becrn started by him with FAO
experts In Maerch and it Vws hoped that it could be presented for con-
sideration at the second or third CGFPI meeting. This idea seemed to
meet with general approval.

Further steps have not been tawen ponding completion of a World
Bank bibliographical study, just received.

Since. the adoption. of the UN Resolution, we have been in touch
with FAO whi.ch has organized a s"ial. Working Group on the subject.
Steps have been taken to organize an informal meeting of representa-
tives of FAO, UNDI , UNIDO, the World Bank and the CGFPI in the near
- ture.

At present we plan to concentrate on "seed production and dis-
tribution" as the major new subject for the second. meeting and try to
have post-harvest waste in hand for the third. It has long been a
popular subject, but more for talk' than action. There is 'little
specific information on its size and uhere in the distribution chain it
is most serious. Concrete proposals vill not be easy. To the consider-
able extent it takes place at the level of farm and village storage,
its reduction is closely linked to progress in rural development and
extension generally.

cc: Mr. J.P. Puyser, Director,- Inveataent Ceutre,.FAO, Rone
Mr. Gordon Havord, Senior Techaical' Advisor, UNDP, N.Y.

Mr. Harry Walters, Assistant Executive Secretary, World Food Council, Rome

EAartin:gbo



.Debt .Management (DPS/.&B)

While the burden of debt in developing countraes
has been increasing in conjunction with the deterioration
of the terms of trade, this has been partially offset by
inflation. The conventional indicators therefore need to
be reassessed. In a policy paper on the implication of debt
management for creditworthiness of developing countries, the
following will be dealt with:

- assessment of the impact of debt burden on the
development polTentank member couin*tfies
with special attention to the most affected
countries;

- assessment of the debt management policies of
countries with large debt burdens;

- development of guidelines for improving the
analysis behind Bank Group's judgements on
creditworLhiness of countries faced with high
debt burdens;

- assessment of the risks that the Bank runs on
its own portfolio because of increase in debt
burden of developing countries;

dcvclopmcnt of ank's position with respect to
the questions likely to be raised in the proposed
conference oCf Major donor, crditof and dabtor
countries.



a MN.. costaft, aucutie Swrt"7a, Octobem 20, 1975

Ires Sters. Vl, Smgh Asia latc
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our cosant ggb""*e for the "tspaa ttrocme"a paper s to
bw" i aeobde for msunk 4stributio by Nov=&"e 4. Th1e
WOU14 Oda loard iscu-im a Doomber 9 Pss.
the popmr aagt eteo movoral lwAs msttvspo but we oxpest
to be abla telt d..cus..m bo.---im- an uay.

ka: W. a
Icstom/is
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W. &, A. Cadoo, .rttf VW OctW so 1 *7
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go* Distribution October 17, 1975

Ernest Stern, ?, Sout sia Regsin

SRI LAM - Water $%oi tlgcat

I tauLnd to Mr. ftapp tay reawding the Sri Esaake water supply
Project. Thao is s objection to reastig it to the rY1977
operations program.

Distriburtine
Mr. Diamond, Director, ASA
Mt. van der Meer, Director, AS?
Mr. Risaspal-n, Asst. Director, ASP
Mr. Shibuava, Chief, ASgAD

liStern/Is



So* Distribution October 17, 1975

Zrneat Stem,. VP, South Asia Region

Trs of Third Window Loans

You way be Iterested in the attched draft, It has been discussed
and will be issueld shortly with oly minor changes.

Since a number of procedural *tae still need to be coplted, we can
ass=*s that Third Winmdow fiancing will not be avaibli before the
third quarter. Tentative allocion figures will be available shoartly.

Distriution:
Mr. Dimond=, Direetor, ASA
Mrt. van der Moor, Director, ASP
ASA Division Chieft

Attachment



INTE P AT ON L DE LL T r I A CNA ' FAP tNTECA/ATP A'L FNj P Cg-
A95eCIA1 LN IFECO.sTMuCT!~ A j tCVEL'MET I CCPFORiPATION

OFF(,E MEMO ANDUM
TO: Operational Vice Presidents DATE: October 16, 1975

FROM: J. Burke Knapp

SUBJECT: Terms of Third 1*ndo\ L oa ns

I would appreciate meeting with you tomorrow at 11:30 a.m.
to review the attached draft paper to go to the Board in the near
future, setting forth more detailed recommenations than previously,
regarding the terms of Third Window loans and the modus opero-idi of
the Third Window Subsidy Fund. Before going to the Board withIn this
paper we plan to discuss it with the group of Executive Directors
representing the donor countries. In view of the progress being
made in putting together the minimum $100 million for the Subsidy
Fund, it has now becom)e urgent to consult with the donors and I hope

to circulate the attached paper to them by tomorrow afternoon.

Attachment



DRAFT LOARD rAvER
October 15, 1975

From: The President

OPEI'ATION OF TIHliDi WIN1DOW

1. Before any Third Window loans are made it is necessary to decide
the terms and condicilons of such loans and a number of other matters
affecting the operation of the new facility. This memorandum puts forward
recommendations on these matters for the consideration of the Executive
Directors.

Present Status of Third Window

2. The Resolution establishing an Interest Subsidy Fund for the
Third Window (Resolution No. adopted on July 29, 1975) provides in
Section G that the new facility shall become operative and the contributions
payable, on the date when contributions or formal notification of intended
contributions shall have been received by the Bank in an amount not less
than the equivalent of US$100 million. As of October 16, 1975 contributions
totalling $50 million had bean received from Abu Dhabi ($5 million),
Saudi Arabia ($25 million), and the Netherlands ($20 million). Formal
notification of their intention to make contributions had been received
from Canada ($20 million) and the United Kingdom ($10 million) bringing to
$80 million the total of confirmed contributions. Pledges of an additional
$47 i1lion equivalent have been made by Australia, Denmark, Kuwait, Norway,
Qatar and Venezuela subject to parliamentary approval or other action. It
is expected that the contribution of Kuwait ($20 million) will have been
confirmed within the next few weeks and thus permit the Third Window opera-
tions to begin.

3. The contributions have been and will be invested as received. The
earnings on these investments will be paid to the Interest Subsidy Fund and
will be counted towards the minimum $100 million of contributions required
for effectiveness.

Terms of Third Window Loans

4. Because of the concessionary nature of Third Window loans it is
proposed that they be made to member governments and that the terms of the
loans be the same for all borrowers, following the precedent of IDA. A grace
period of seven years and a final maturity of approximately 25 years, both
somewhat longer than the average for Bank loans (22 years including 3 years
of grace) are recommended. In cases where the ultimate beneficiary of the
loan is not the government, the proceeds would normally be on-lent at the
interest rates appropriate for the project, again following the IDA precedent.

5. Interest on Third Window loans would be set at a rate four percentage
points lower than the current interest rate on standard Bank loans and would
be charged on the outstanding balance. Given the current rate of 8 % per annum,
the interest rate on Third Window loans would thus be 4 %. The remaining 4% of.
interest would be paid to the Bank on the borrowers' behalf from the Interest
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Subsidy Fund. In the event that the Interest Subsidy Fund should prove

insufficient to provide the full subsidy to the end of the amortization

period, the borrower would be obligated under the loan agreeovnt to make

up the difference in the final payment or payments.

6. To ensure equal treatment of all borrowers in the event of a
shortfall in the Tnterest Subsidy Fund, all Third Window Joans would have

the same final payment date. The first loan would have a term of 25 years,

but the tern of loans approved thereafter would become somewhat shorter;
the grace period in all cases would be 7 years.

7. In other respects the terms of Third Window loans would be the

same as those of standard Bank loans. Thus, the amortization schedule

would provide for equal semi-annual payments of interest and principal by

the borrower. There would be the usual commitment charge of 3/4 of

1 percent.

Purposes of Third Window Loans

8. Although the terms of all Third Window loans would be the same,
the amount of subsidy required by loans of a given size would depend upon
the rate at which they were disbursed. Loans that disburse quickly would
make a heavier call on the Subsidy Fund than those that disburse more
normally because the subsidy would become payable in larger amounts from
an earlier date. The difference is most marked in comparing program loans,
which typi cally disburse in less than too years and often in a few months,
and project loans which have a typical disbursement "profile" of up to
10 years. Assuming a two-year disbursement period a typical program loan
would require subsidy payments 50% higher on a prescnt value basis than a
typical project loan. To ensure more equal treatment among countries
borrowing from the Third Window, a means would have to be found of compen-
sating for this difference. One way of doing so would be to make program

loans for a shorter term than project loans, (a typical program loan of

15 years with 4 years of grace would use up as much subsidy as a typical

project loan on the terms proposed above) but to do so would seem inconsistent

with the concessionary nature of the Third Window facility. Accordingly, it

is proposed to confine Third Window loans to the financing of projects, and to

leave program lending to be handled in appropriate cases by the Bank or IDA.

9. In my memorandum of July 15, 1975, on the Third Window, it was

estimated (R75-161, paragraphs 8 and 9) that contributions in the amount of

$114 million - the amount ,then believed to be in sight - would be sufficient
to finance about $500 million of Third Window loans. This calculation was

based on the assumption that 10 percent of the loans would be program loans
with full Third Window grace periods aud amortization. Restricting Third
Window loans to the financing of projects would increase this figure to

$525 million. The $127 million of contributions pledged so far would permit

Third Window loan commitments of approximately $586 million.
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Currency Used for Investricnts and Dirbursemcnts

10. The question arises whether the currencies received by the Fund
should be converted and invested in one or more currencies and whether
the disbursenents on Third Window loans should le made in one or more

currencies. It is concluded that both investment and disbursement should
be in a single currency and that the currency should be dollars.

11. If the assets of the Fund are held in a mix of currencies

different from that corresponding to disbursed Third Window loans, the
value of the assets of the Fund may vary in relation to the obligation

of the Fund to pay interest on Third Window loans. Thus, the Fund will
bear an exchange risk which could ultimately lead to a shortfall in the
assets of the Fund due to an unfavorable movement of exchange rates and

this shortfall would have to be borne by the borrowers. This risk would
be avoided by matching the currencies in which the assets of the Fund are
held with the currencies disbursed on Third Window loans; as a practical
matter, this is most easily done by using only one currency for the
purpose. The most suitable currency would he the dollar because
(a) investment opportunities and liquidity are at present greatest in
the U.S. market, which will help to maximize the return on the Bank's
investments; and (b) the majority of contributions to the Inteiest
Subsidy Fund are likely to be in dollars.

Treatment of Contributions

12. Under the terms of the Resolution (Section D (d)) the present

value of contributions is to be determined by the Administrator as of the

date of notification. Contributions received after the due date for pay-

ment (the 90th day after the Third Window becames operative) would be

discounted at 84%, the assumed yield on the Fund's investments (see
paragraph 14 below), unless the contributors concerned agreed to pay

interest at that rate. As indicated above (paragraph 3), contributions

made before the due date will earn interest which will be credited to the

Interest Subsidy Fund upon effectiveness and taken into account in deter-

mining when the minimum level of contributions is reached. In the event

that the Third Window does not become operative, these earnings will be

returned to the contributors together with their contributions.

Investment Policy

13. In order to minimize the risk of a possible shortfall in the
Interest Subsidy Fund, which would require borrowers to pay the full Bank

interest rate on Third Window loans at some future date, it will be important

to establish as accurately as possible the amount of interest that the Fund

is likely to earn on its investments during its life. This could be accom-

plished in part by investing the assets of the Fund in long term bonds at
fixed rates of interest. However, even if that were done, the future return

on reinvestuent of the Fund's earnings could not be exactly determined and
could greatly influence the amount available for subsidy. To minimize the
risk of borrowers having to pay the full Bank interest rate on their loans
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at some future time, the Bank would have to be conservative in determining
the amount of Third Witfdow commi tuents it could make.

14. An alternative, which would eliminate the uncertainty as to the
rate of return on the Fund's investments, would he for the Bank to borrow
the assets of the Interest Subsidy Fund, pay the Fund interest it a fixed
rate on the outstanding balance held by the Bank, and repay the Subsidy
Fund in the amounts required to meet the Fund's obligations. From the
point of view of the Bank, borrowing the assets of the Subsidy Fund wou2 d
have the advantage of reducing by a corresponding amount the funds it would
otherwise have to borrow in the capital maiket to finance Third Window loans.
An appropriate interest rate on the Bank's borrowings from the Subsidy Fund
would be 84%, which is slightly below the average cost of Bank borrowings,
weighted by amount and maturity, during the current fiscal year to date
(8.50%). In exchange for a somewhat lower return than it might obtain at
this time by investing its assets in the market, the Subsidy Fund would be
guaranteed an 81/ return throughout its life.

15. Under the foregoing arrangements the Subsidy Fund would be
relieved of exchange risk (see paragraph 11 above), it would know exactly
what its interest return would be (see paragraph 14 above) and the only
remaining element of uncertainty would be variations in the rate of dis-
bursement on project loans. As the Bank proceeds to make Third Window
conmitments, it would set aside subsidy funds in an armount indicascd to
required by the expected disbursement pattern of each loan, and would
continue making commitments until the amounts so set aside equalled the
total estimated to be available in the Subsidy Fund. In these circumstances
an eventual call upon borrowers to pay more than 41% on Third Window loans
would arise only if the actual disbursement rate of Third Window loans
proved to be faster than the original estimates.

Summary of Principal Recommendations

16. I recommend that:

(a) Third Window loans be made on essentially the
same terms to all borrowers, with interest at
4 points below the Bank's standard rate, a
grace period of 7 years and a final maturity
of approximately 25 years. In other respects
the terms would be the same as those of standard
Bank loans;

(b) Third Window loans be used to finance only
projects;

(c) The assets of the Interest Subsidy Fund be
borrowed by the Bank which would pay interest
at 8% on the balance outstanding from time
to time.

RJGoodman
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got Dstribution Octobe 16, 197

rnest $tern, VP, South Asia R$g xm

rakitdn Com=tr Itesm- Brief la

In the cours of our discussion an Pakistan we agreed tat

1. Review our education strat-agy ta Pakistan, wth appropriate
Reingonal and Central P"ecats staff parictipation. Mr.
Rajagopan to arranto.

2. Het with the Anbassodor and Mbr. Matti to discuss problems
of project Impemenation and preparaion. The first step
to be a lunch for * Soeral discussion - Mr. Diamond to
arranse - an subgqueatly & more dotailed reviewt with

3. Discuss our agrculura *tretegy aftr both setor studios
are completed and the work program for th* UN study Wafined.
Hir. FarsAot to arrange.

Distributios
Mssers, DiaWn, Director, ABA

va dor Moor, Director, ASP
Giisartin, Chief Iconmisat, ASN

fielttoe, Aast. Director, ASP
Rajagopalon. Asst. Director. ASP
Collie, Chkie. ASD

Etern/Is

..-"aAL I + + w + ++ 2 + +aa + + + + +
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Octber16, 1975

Mr. C. A., srkbArdt

Corporato Developent Departsmt,
151 Fatulfttea Avenue
-artford, Connecticut 06156

Dear Mr. Brkhardt:

I an afraid that I offer any s tioe. IS
em** yw are Istorested to the World Usk I enclose our appli-
casto fo& . you =Lgt viab to complete it and end it to

ftr"="J.a Within tba Beak thoo Treasuro"n Department would mst
martly matab yemr epe You my wish to *"late opportunities

at the istormational Finance corporation, an affiliate of the World
Bak, which deals with private -avbst ist the developtg contries.

Ernst Stor*
Vic* President

m* a abpuass. a m
So-t AsaRgo

EfterJim
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Mr. W. Wite, ADMt October 14, 1975

L. Sunderland, ASNV .

Furnture for Offie A-513

This is to confirm our convesation of erlier today. You will
ordear for the office of Mr. C. Sern, Vice President, South Asia
Regin, one three seat sofa, style No. 2863h, and two arm chairs,
style Noe. 2863. All three pigees ae to be covered in en-
Bragalino fabric, style No. 32810. Expected delivery date will
be approxmately Janary 15, 1976.



Hr. R.J. C-aom-- aseutive Secetsary, Oceter U4, 1975

ftnet tams, VP* South Asia

Surey of Prafnto OW Owaa Naur"e

1. ist is*at clar to as whet dw strategy is for 4esal" wih
thit Oubject. Them Asnamoetoy Pammowawh smau to eawOt that a
bettor und.standiftg of the PlAvolso dadt ranas *ypsmw of the

atn=atawa Lomia& l--astiavas ka %*th aws for oausti"
Saerase usgt for ao.epnl of thefte capiet. %Us baota for

suppw sosrl s wre===1 ttWa tboa tha. I thn= re- am
not war- -- you lAma to extract nma the sateriolto
plAwe before tbo Coalmttooa la Januarsy -tc -l tet isat a momg

pre ota e-ma of support for apital wipassltan s we have
are a ina wSepeer ow amnq. It may be a-#wi-a*t ise ntist
the Lo-t+tution- vwe captal . -- ama-a- progress are .b=a
4"CMSIAM. - a. S. it to aiY Uadmaa"Ug Ulame I& a ame of the
to0, for ast=aso them a..ie.- -6 Plmtty wall tour%=od.
UOmatfgift P&MssCOUr P0614111 AM, 4ths LU COMOn Of b=tmaU-
tie or policy ares, smU Sie a better tAe.o et ind ofs

smmoary paper tbat Adght be vooful. A gSoma l, y *f thme
aat"Ie "M aftro lu *sese t o M*s moeem to m s t b* particularly

Iztulaws ad am &I gue=*es of their progrnma.e fan

2.. As fat to a Bask s is aterwet thae notoW _uare

l.ate s hrmted Is-===:n t atle no i Ya Laesns Worr

the oafear pae aiut seve s old== thesii papein peparti

thiar emeotena Wa mties by ai- asye" .m esa

eels Mwwm sstig " gaansmne

aseNaessBsse SMP

Lstern/ oi



Rr N.J. ceomfs"esen" c w2,17
VGVW 0 itn CMassMNe

Mme Stma. TP. Safta A"&

A" WAM .. A. Ima ~a....m.

1. Vku assa s sumaa WL" tho mot o dw e wposo
outaa, the pamw eat Logusm woft one tum 000 *Use
oubj& th Mam be t acav" st a a pvfeswmma moo La ths mutt
aft wsae@ - 161 Ia smm Istegm.mrwabt a a
ISO$ baw.y andMM smtlmass em of Autssn tf eas
md aas - aMW if WO, at a po UMms bte

sser"A by te*ds We I* 6wud. I umldtbao u-a-xpxget tb
do VqWa bo mrs sabaspy faman the tm to e a -ma.- by

the -1pso- " cun s m "nd wmu 41v case = 1 p vth lbua Is
a= mu 3. lvw mW I asbf I* tru ssma mms -s briotly
tbmase w smm Sd os d eatmo se ms m .

2. la Awatifta toe i"W" As stam, tho gatA Of A"d 1A an
tmpewrtmt "sage, *won asseef yew 44st" mts to &am it te

ae~nwa= "am. fte ftm&s wt31 ad" s a s ea
d"a %m4" i -p of gaUUe Ad"i owe ore to at

dhe Sa"" Ip""imc e inwersa - wpU"UqmtyL,.
doa lupawone of galAfti sbnilm. smaone, s e ale det

smaaat ~ o scodst t-mn towmma" --- *---t

peupseU Ua ,"a ws ia ..-V... O et 0.7Z toaft by tbo VAC
*vufftr-&w. Mawamt of 06s goie OWU m to "a wwrtsms It

Itt to mt vmmdbt somt a **L a Poealt for th e an
commurie. ud i mwr bo mfei 14 -i the IOUs of thea i-t

louwa rogm a lmaftits~mms I mo me= *nwaw otasanM3 to the
fsAc tmet ts fA me wwgaft of tm swm me mm e.

4, As a ftala pebwo I jkt west to MAss .dot UMUs I cartoily

bode f"a* As m--*=- ata -me""o-- tut Vadees oam
to um qasw ""at fi the is Yonm Ia *f Ga mqpts. capiwa

410"m cb tha. w"i am* U"tm a do ow a of a"d ussloss
aa wrm coloothit to the toimWkto iea a i Is md OM e -atren-

Ge Hoe".sta, Din



ler C. Wwo2uglbby, Director, M Ocsaw 130 1973

Rnmet StuatI. t, afth As"a

to Raft al"IO s1h een on da8 ftf

Gemmue M the daft Tegart.

The" are bae "lsa.e "I so a to "W"OLass,

- %O erteen in the dt00t awgs of do ftak's OWO-weext
TsvlW lmeapssen reflaeox & -MmSC..IPUR of the sieativmes of
thut prome agt tlwa b--ve hc # Oft stive s i.
I think dota, tok awwwel tba b.me to we to) be fase JA

see~u ebiaqgpo to sgsulfie pegecu, but atww in the
gi 060"U" loma-Ant 161Ac for easestN 19".my a

VCO t m the TOPSAW8888 aQ M pt"M Wif tbe roleQ of

"WA sogdee tew gnawlns se of an&e Oenng pme ata "M

-NW M & la peoposa wo eou iAseum is8100 thes
SPOW4 pes- be"Oe Mott"r~, bet Owa Veir wo*

gn.Aes.. ma a l ewtatse s N615 - W&WIM" e

"lo sar lW tu aomes(Ie.Le wtsU4"

"whede Of'.'** the p""gaphM is88 aMMR ae

S parn vikml Von SawEs Biassth Lume sao entns soesthe

*Memo Diamond to Stern 10.10.75 on same subject.



Mr. RoetS. Man"Naft, trialdowt Ocntor IL, 1975

Znmts Sar&s, VP, Suth Asla

- aAutadwde an owm*ama penisowl popo lbe, Roagmtivo

the Jssesy seesift t te *smue we bove VevI&sA bm. As I

&ast wisth thse Us dman exit U4 we *ea be ea tat
e vl n e an oppea -- to raw thse, popu In dt 4:t. Olvsa

sees sto amsimm a toI lt lm aW does dlocsea - be awal end

ow416lwan themea ap~ Iaome a--t the Me -oaaom.

Aacments
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Mr. A. ===rm.smnglu Director, Vvveapgset October 13, 1975
rolicy

annwt Storm, V?, South Asia

Develageget Covxittpa

1. 1 have tvo comments on the pv"s**W outliso and acbweulo, Not
to you by Mer. Rols. Firot, the paper which s veeulrd Is to be
soelay an updating of provious projectisa I l ghtp of davelopiaenta
a=*= e*arle this year. I theefoen dambt that It is desixuble or
necmearsy to progran a loardsc usisiou. The Soar4 %Anmbr* will Set
a eopy of the dousoent going to the Dew*togvont Comittee, ad we gan
arrmge for t to be clearly Ieb*We as staf f revislos of earlier
oste-ma==. Given the diff IwAlty of the loard &#=-u==lo* an "02n,
this so~ to s the preferred tour"s of attion. although you ay
with to rhack this with Mr. Masamara.

2. Qa the subsantive &14*, 1 haire stresmWd to both Mr. Holsoa
mWd Mr. Tima baere that R-Mg never was oubodttod to the Dovelogpmet
CosssIttao, and 1 do not think It dsIrAble to do me at this tims.
I th~efor beliewe that Item I In the 4raft outlIn is euperfluous.
we shaUe sart with the matel in Iems A, review foT our own
Informaio. bew the ea=maes na RPM would be revised In ight of

sal domaloenmts, aid prosent a mm *aet of nwdwrs for capital
requirem-t alems the ine of the $02 =^alysis. Us e smsente
vwdld 4how bow akc the arer estiates mme saled downa a

awslat loer growth targets, how nuch of the r~eqissotsa ro
expected to b* set thsao& ea" a s-'- and how mach s to be
not throuab capital fbaMs

3. 1 do zunderand tMe 4"as'tef the s new nmbers vould
be Pesented, ea&" ftvx the ouesat tbUs bas boon the vbol* purpoe
of the exerelew. eww== ixednaratve wil ba e of s iuterovt.
rivauy,. I doubt the vUAoes of coosttig ourseves to the Dovalopsnt
saomattee an the timing of a mw study.

4. If y"u vish, I should be Sled to di=scuse this furtbor vith you.

c I f. Raq

EStern/19



Post "Ift aw 445099

A aa tah "

It w y ason to as you ea at the A.u.a Mootf. I an peaommA
tat IV Iwar poetim win esan a Gloome Withtaa P&1900
and withk 7cwtvat, te Wobo porolese Am the Lu0 er a you.

I boms sebod pw-g of or Gonlemass te possible tandates to
4Ass& the ame t doe IV---ste arm bsk WwLask p"s asmt-od

A:t* - sh is bowe wsta t a tmr I A t UOe Set ve,. bown tomd
""se *be bwse 00na sita Ospalme ma vm e sanal ta

doe sn ame -e It Would be tapm it Me auma st 40 ba m
0000 S Q@WMdAsset MWIM* of 8903=--*- xeltifta to ase am
1260qV~tman OWe 4 ObosatO 09tesps~ 006 fraf &IU o WIN
ym eeak in 0 Smmalga smaw. t V644*10 %*e WPM msnto
kowe 1 Id, me motawe to abste3 ahstmeaw as-iegma

mor p to oft saama -- ow a Lasse set. Too can sad me thia
emeettif rms go"k s to 1 Ole farther. ow SmMA" to owau

JWIAmat m Il IK M . U*a. Stft ebh" Your Mottf mqp Out to

inOImt &VO *W=."1 dpOOi"eY *sisrese r 48* a, s ay be

ar eea e u

beetNewm. D~madCell ?1=etto X*



me. -sar S. Ham* Pesimim WBGACI October 13, 1#75

ftsnt steemt , so . Asia O NKZ

1. 1 awtons te otbas doy thes Itesws AID Plamte fgues
asaate to S . The etalmes U& ies tM eun.x

rea A NortinU $3 90 1$$

f" teft a saaRes as 31 343 US 379 363

ut.r.t.anala 0-nea jA 2% 207 311 330 3"6

AD ovoal"sa &odso "9 2"9 2" 239 251

odwras 1#2 141 1* 140 13

?*"Is ANa 192 193 2M 241) 21

splat"a w ftv9mm 240 215 UlS UO 210

V B = p.aga awames tiWWte frMa the 24ws*IV Assifa-- Act;

A M~If tbors, I* an gammoass for =maaasa e to i
tnetafted, the ftavon 4bw an asevat&Uy sebaad pr*Srm. ftm

essm mot rmlsattoa aws, Is tbo ars-ial ,rsn few tM KWU w.
VMS 1A $$1my to "@ ur" =4 di "Lu ao . ft 6"itum0, U.S.

os" M:A a.I..me o..t.tb" to ad1ltcal &swnsads s oo
&M., Alamwwo tborm have bess. remt. lamm in foosd a1A, t Is
doutf tat tbsa as1 be a agt ts *aala Isrants tbrsogl 19M0.

tem 1974/73 4"U"te $ai W ise offt) aw."pt for the Kiadlo last
pvogtmis Thsmy be satt"Ia- mava. but Ue of limt ra-ctical

help to th at say "meis~s.



Mar. Ig tS. meammaje prssatem ctsebw 13, 1975

Ise..maa AIW&e aMwIW A Waa

1. Aestuds a -- et afn CU0 Istevottaw tme Rwwu sAomm
#4a ssa etrwtes of $100,000r t e smiba thm t Asm*414

tveb*m of swelos teats Te t adi fts amme a ta gaot
Mota"t ofths rsialea camw= " a mowe of UAdit tko

2. As 7we Will Ve"Up1 tf901 Wa===se ft*Vt hU000t tc en
sta-am toy M. zewmse o eth Us.S. Anae aml-a god=.---
Agewsy, mWt pms tma sW ms to dtmemm th* nmate s dAwnltt
UW.. 2MM 1 4Ue Us 4 86r& Of MW4*-AM4 VMa I VassetAd t*
yen. At the last wmitseft with We - Nomaeee o metten" ms to
late- ba a t the Zukt eam& be pewosred to maea at--tri-ut-m to
th~s study* Frvr"Gd i te h the full qev" of ate U.S. omeseamt.
mtr. Nobo"tb am e "Mme to the U.S. yrosawy* Which

by W.te Dewa tsat V.. n-m , i ada se anaeWW ew s tAsabl
tootm to. ths aidy mdtogW.ht m E.~ mttwU

wovUd %a vary haoW fst Wems bomUs, the U.S. adameati awaa the
birmaw D.wal fC UU toa essrlte to y"s.

3. It IA w - I- r -'a that tha ZARA Le Latmto both Is a
fl-.asa -emim OnW la vnessb W sa"stames. ga=i=
tbe ttser, I bad MWItataie4 da outs abiiyt prwistaff

doee4n e the mki11U elynA do otwr am unk penopma. VbIU tho
U.S. n*swsesmttev wt*kske 4b 1 4wsda es eiry Intwrasted
ta of leans *# astestfte, pofttembney In the ame-mn-t- #f WWOOsmk
feseas loo tbw Is s pmffic sootamtn es ta. RSwgMebag th&

fl---m" amtr.-n-tim, we km, "s anowmnb" a , a alear
I tuem t og &eaprttbe~ku PCI 800=s wr ave*4t to.

4. N y"a I"a to am bow youm1 W 1As torecood with this.



Mrs. . Amore&, Research Mea October 13, 1975

L. gunderlaud, ASN

Nevsaamr Distribution

Plase cawsa the subsitittns for the Sunday Nlow York Times

and the daily Journal of~m Cowe now reeived by the Vice
President, South* Asia P."ion, in Esem A-513.

4



Mrt. Doald K. Bloeeldu, Chief, ADMRC October 13, 1975

L. Sunderland, ASNVP

Distribution of Incoming Cables

Would you please *rroulge that ** a matter of standard operating
practice inforation copies of a incmimng cables received from
the Bank's r*4sident missions inl Inia, Pakistan, Bangladesh and
Nepal be **nt to Ht.g Ernest Stsft, Vice Prsigdent, South Asia
Region. This procedure should take affects Ieiately. His
room number is A-513



-R TIU ;TEN, u L j. OR FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. C. Willougb., Director, OED DATE: October 13, 1975

FROM: Ernest Sterr VP,South Asia

SUBJECT: INDIA - OED Draft Evaluation Report on the Sixth,
Seventh and Eigth Loans to ICICI

1. The attached memorandum from Mr. Diamond contains the Region's
comments on the draft report.

2. There are two points which I should like to emphasize:

-- The criticism in the draft report of the Bank's sub-project
review process reflects a misconception of the objectives of
that process and of the benefit which a DFC derives from it.
I think that, in general, the benefit is not to be found in
specific changes in specific projects, but rather in the
general educative impact which our continuing commentary has
on the DFC's management and staff, i.e. to be found in later
appraisals and decision-making. It would not be entirely
inappropriate to compare the review process with the role of
the Board on the formulation of Bank Group projects. The
comments on a loan proposal never result in changes in the
specific project before the meeting, but they very much
influence subsequent appraisals and loan negotiations on
similar projects.

-- The discussion on interest rates combined some curious
economic comments with an apparent confusion between ICICI
and the Reserve Bank. Since the second sentence states that,
"To a large extent this argument (i.e. the Bank's Mission
suggestion) was justifiable ... ", even the objective of the
remainder of the paragraph is unclear.

cc: Messrs. Diamond, van der Meer, Alisbah, Spall, Loeschner

Attachment



October 10, 1975

Mr. M. G. Kaul
Secretary
Department of Economic Affairs
Ministry of Finance
Government of India
New Delhi, India

Dear Gopi:

It was good to have had the opportunity to see you.

I am grateful that you have undertaken personally to look into
the critical matter of the export information being provided to
Edward Cunningham's mission. I hope that, by the time you receive

- this letter, the materials will be in their hands. Similarly, we
look forward to hearing your views on (i) the fertilizer authority
and demand study described in Bilsel Alisbah's letter of August 19,
1975, and (ii) the award of the civil works contract on Godavari
Barrage. The first has a bearing on the impending fertilizer project
negotiation tentatively scheduled for November. The second is essen-
tial for adhering to the 3 year construction period and thereby
minimizing the risk of the old weir collapsing.

I mailed yesterday a letter, of which you had seen a form,
concerning the report you propose to circulate to the Consortium
this year. I would like once again to reiterate that we would be
happy to provide whatever assistance you need in this connection.
As Bill Diamond has already told you, we think it would be useful
if you would advise high level officials of Consortium countries
in your personal discussions that you are going to circulate such
a report to the Consortium early in 1976.

Finally, on debt relief, we are proceeding to prepare a note on
how the subject of Consortium aid could be approached if you decide
not to seek the usual general agreement on debt relief next year.
This does not involve abandonment of debt relief, which we would
continue to urge, but rather the abandonment of a general agreement
on the subject in the light of the certain absence of the United
States, the likely absence of Canada, and the probable views of
Japan and Germany. Meanwhile, you said you would continue to think
about this subject, sound out some countries, and let us know as
soon as posible your thoughts concerning the approach to debt
relief next year. As I mentioned, I hope to visit some major donor



G.. ,. u1 - 2 - October 1OD 1975

&strics witltn cha nz::t ozth. ~t bceld ao halpful to ric to have
':c..r vizs bforc ttcn. lr.ay al ho be obLC to work cdtiona1

dia.r.zicn:~ with Cari zry ito hio schadul ia coanaction with tho IDA
-".,:ila a h nd of Xovcztcr shouLd Ca.t frovC dlsirable.

Sincarcyyour4;,

ico Prsidr.t
SourM Asia Region

EAlisbah/VDiaond/EStern:mp

c:Mr. Dizmond
Mr. Gil.-artin
Mr-. :&ab:e

Mr. Pilvin
Mrs. ~dailton



Ostobat 9, l975

me. . 6. Isel

Depaxt t of Uae..to Affain
Muisegy of vnase

eom I n1t of bails
*kw Nlhl, rodin

VT, will v y h $.dlag us u " Ith Hiuster
Sab IaI on September 5s, m. Nsitora urged lmdia to *tsAsutpem it*

oase for de-leet u ppel to the ommetime by owslaiaig th peomitIsl
a"d pepeets for an inaessSy vtable @*e ODOM ia the dft fis to
tea yeas. . indiAuated that sued a pt.sala-- wead ale be of great
help to the *a%* oreup Is uas"tlatua the teIesS d. ipl a- s at,

gven Todu's lag *Avo s TIM inesuioe. go UMniste stated at that
tim that b34* weuld be abl. to Mice * submdssm a* thee iaes by
3ssnetlaay.

I s writiag to ym- to swepst soms o the toplas sub a paper
sdtat .mr. I maid s.at a fewo sas two min areas. fter a Aboit
xswiew of reseat "CaUM" ewaUe" mad ImMadat pepteqs, the first
msia nsotis Si die.... bwwae o i1UMto ateaies sa prompeete,
with *postal attenten to ouda boy avo aw agrialtues, epofts and meM.

se the repeet ut9l be d*em betore a sew Plea deminout is rendy, you uft
note, t the .. rrmot view an Setateia my be Moljest to bsageu in the
presses of Plas foanlatins ai apponsel. A sesosd seetten sbould astees
1.1A's itnm and lP tem toodme in aid squisite aud the Voluma
type and .ap4ta of ostermal tweumreS uaaesawy fe asmatial iais*
-ovt and hqn peupmos. is Ssectto ebes1d . ot .. ses, dimcs 4e04ted
assistanee fso steide the Coeaset as af rem Cemeostiw ftws,
aid asba sh. case for debt felie, assimus yes ment to mek it.

Tow will reeeU t diseu e Lu Usthiastee with do. iVtm nd
and the .ne-eu-vdame ye ho bed with him an the subject of debt volif.
As you haew, it to or view ht, wale". eming ufaweeseen sset, it
will be lopelb t se Shiewo a gaumesi debt relief agxsginat this yMr.
Movth less, 7ow and will ne doebt wida to gahe the s -tomi coss few

debt vo,1.1 as a Nlapa--t of bileteael aid. As ye has, esemn l swinpero
of the asetim wesiae the teWrtasse of this type of .1* to edisa,
Sivem its speal problems . In feat , it my be appospetsa to diseusovse aid utemte n Lush a my as to deahiae Imil4.' DOW4 for
debt vltat.

/L...



a. . . 2eel -l -tebe 9, 1975

I hean bepta is atd the taisttta ia ya melt peemably
wAs t. ae betam the pop w to be dIstrtbLud aU in *van Of the

Ceeomtis osottq end the stat"Oat fAAh you wi v1isth to sa at the
aMotu% itisme. A eratn *mount of dpiteotiem OeN set be of *esse*
e#t, tsed, my be tetrebIe for pup s2n of .mphis. he paper, a

e s. it, wol deal With the wait ad leser term aemet oes
and L*Uen the brad ftlntele wbIc ae ernmtly boag pursued er
are VnDA -aadetsa The paper wmold ese post a we exended

trsetuat a of*a tuse them the aot sttmet. The eel atenwt
aslhE fLUw the ual pette of cn the urent -se-ate

attuattAu ad Lent-tsm aid ssut wll. T.ar stetemat Wmeld .. sem
to be the ppoprtle pla fee a reowtW *I the progress se so ftr i"

I"le"tag the Prme iEstate's - e - pr***&=i p#Cen uly s
it aLftft prebla be rw al "- adesUs, lend It-ib tII ad a r-
mma"Wml W40ee. &ne Siv. the fact that sen ow CommsttUs Sule bee

Us a4pVolVifty t* TiOs. qesties Sbet ts latest peatie a6 pelati M
control ad .&MAt, yes Ait ate. Vat to *an Sm, a yes eM ily

da.

The avgpstiems I hews .. b shea sl nit tuwt e wek W* tEt
y. are ft is 4ay canf abrlhtag. ant a paper weUld sew both a useftul
Babate ttn purpose I* providing emeeti. ambers ermly with sstteflt"te
ifoattAt n the voy bmhta velo Its assemms fuses, as all a0 a "We"Ia"

one I both the le that Indima mts the C nia to play is
moppovt at ZeMA S depeulsat fftat, and the tmeesven India attohe to

that roe.

lb atteb goat tapertane to do pssmettia of an effective
statmmnet. Its iefpoane justifies doltig adaeta time to it; 2
perinselly feel jamney/Plsbermy woud be Vs smeIe ry, nl~tla,
I, -r up eiloegnoe ben and I. by bTI, woulm be plased to disems

SW aspet of the psesestatton if Ste aUtd be helpful.

With best wtis.

Tours aIneerely,

baest Sern
Vie President

South Aa

e Dr. han

e: been. anapp

on-aatin

Intaka
Aliowig-
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South Asia Rogion Assitanit ftractors, October 0, 1975
ganior sEnomiss, Division Chefs

Bruest Stern, Vice Praeant Seuth Asia ReSion

gavvath Rsgieal. Seseio of US "rA Assewbly

Attached to a rosert on tb* BSwmath gpftal Sesem of the M0%
A espy of the fina reslution is attoWW The documat say
be of Interest to you and your colleagues sine the toster
dalt with mmya spets of the swme f ramewek af focting
national diaaopwmat offts.

At tAthment --- 44} 5-,7o

*A



us a OaMeb. to 3.97J
a. 3Seg41 ado mR

3*1" al TYP $00 A" mst

l*a POSSUMmaa 114k do SMA4h romeay A 1-- e eft 60
raf.ill.o at dko phim"e mlibr abolm a ntbl egnw wr .mn
to %mm booh to wt. 0= O r. K. N. Abu" **aSeeaay.

2 - - .se COMMMOSa, Im 7So V oes awl -hr6

Va do wst bm 0 alb powitme na 0" SmRagm 4* gmumt
mew#pes"p roorlow Otmor asrompow* MAu bo mo armsssa

OffIff GOLc I**as m >id bia Is OIA slist -ae=

Gas Brm



Mm#est~ fto V2s ee& n" NSA

gin$ Ow the *mpi 40aai I me smssmlg. Xle" Ge te SM
Wig styuAsu. momge do sm as" mpows t d

amoed abowg Im 11-11-I 9. lui -l me -m &LdA in ftsagl M
I alae "dAm t"Wet" Ob-a * ammem mow tose Afs as the

OWss esm amgua r ugsas- nte pi he *.-re

b"Wdag 3,osta inems Vaanges& 6 ues. 1a

thm.n Aaftifta Tees to do "O as sser sobent " n=

GWW oan" to Au case s se wont tbame N of af
gastm -- e asa peamt swea aww"b ts Ote aa. In
Pnlovf 7e~dt at lus e aw "Ws we tep besa mwfd tos
dw% ft s... D-1 a 1 emmen las te .o pw I

tb%"A"O w e let" w w timt %bow r. ft as am pat

eens111 wh ehe tmw t ad amatwa tor A" as mms " as

Sa" smammo* ft to ftas a" f-. a pe a"ge
a*t ysmght 0,04 0000 A Pro""r ftaw Ot C"s teldtets
ftat en somid sgaeisma ses Ma1s So"agee ma ats u.

.31 1as t %a m s .waf a lhmom Sinpanst ah& th

pfIe"1 Boen fora a" &--A 8he 001crs tese, if 7

ymm maggaf gd atM a asMPOSMabmA ma 

u# so wt Aau Clo to m bwme me 0 s mawy Ibl"em sd

am &Wam



Mrs. A. Swift cabr , 1975

&64ALM-16a MaiM Met

Would you please add the felo" tongmsss the asama mlli.,
Ut fore a ethly World gnmdcs Endistos. reports eries

700/73/, Offectv imoditel

Mr. Robert Muscat
Director
Division for Po ra Iaution

$66 UnIted HPlaza
Rev Y.rk, Now a Yor 101

XA

* .



xm st. % wee sloths A"& SNI

If. s ld

A m hiimm be da t o Am m eat a

dma a smd map& Mr. go"*. I OeN so 000 thnos "cova

a"t Damma so* Olme gsone 4.0,*h W,. 61M do* a" u

mtafte. t.itle.

u:



L iUNAL OCV'LJ, -.N INTERNATIONAL BANK FOR INTERNATIONAL FINANCe27

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert McN ra, President DATE: October 8, 1975

FROM: Ernest Stera5 r President, South Asia Region

SUBJECT: BANGLADESH: Meeting with Ambassador Siddiqui

1. Mr. M. R. Siddiqui, the new Bangladesh Ambassador to the United
States, has an appointment with you on October 9 at 6:00 p.m. The Ambassador
represented his country here and at the United Nations during the liberation
struggle. He is 50 years old and is a businessman from the Chittagong
District. He was Minister of Commerce in 1972/73 but after the 1973 elections
he was not included in the new Cabinet, allegedly because of corruption. There-
after, in addition to being a member of Parliament he was active in running
family business interests in Chittagong, including several small manufacturing
plants. He is a chartered accountant and prior to Bangladesh independence
was Founder-director of an insurance company, two jute manufacturing corporations
and a bank in East Pakistan. He was President of Chittagong District Awami
League from 1964. A copy of his official bio data is attached.

2. The Embassy has informed us that they do not expect him to raise
any issues at this meeting, which has been requested as a courtesy call.

3. Since the Annual Meeting, the following events have occurred. The
negotiations for the Program Credit for $100 million have been completed.
Board presentation is scheduled for October 28. As you recall, one of the
issues discussed at the Annual Meeting was the continued problem of project
implementation. Since the Annual Meeting the Government has moved the
Project Implementation Bureau from the President's Office to the Planning
Commission and it is rumored that they are looking for a job in an
international organization for the current head of the PIB, Mr. A. K. M.
Ahsan, the senior civil servant of the country. The Dacca Office believes
the move may reflect personality conflicts. We will have to wait and see
whether the PIB can be effective in its new location. Our Dacca Office is
keeping a close watch on developments in this field.

h. Another issue you discussed with the Finance Minister, Mr. Mallick,
at the Annual Meeting was the expected level of IDA aid to the country in
the future. You said that Bangladesh would be imprudent to count on more
than $150 million (the present level) to $175 million over the next few
years. /1

5. At the Annual Meeting the Government recognized the scarcity of
projects in the pipeline and asked for another Technical Assistance Credit
to help in preparing projects. One is tentatively scheduled for this year,
subject to discussion with UNDP (and the Government) on our respective roles
in technical assistance in Bangladesh.

/1 I also attach a review of the position with respect to this year's program.

Attachments

FKing:mms



Mr. Mustafizur Rahman Siddiqi was born on
March 1, 1925.

Passed M,A. in Commerce from the University of
Calcutta in the year 2947.. passed B. Com. from t:he
University of London in 195 4 . Qualified as Chartered
Accountant frog England in 1955. Passed from the
Institute of Taxation, London (final examination) in
1954. He was elected Fellow of Royal Economic Society
and Royal Statistical Society.in 1955. ..

Ho was founder Managing Director of Eastern
Insurance Co. Ltd., S.K.M. Jute Mills Ltd., Founder
Director of Eastern Mercantile Bank and A.K. Khan
Jute Mills Ltd. 1-e was formerly Director of Pakistan
Shipping Lines Ltd., and Pakistan Insurance Corporation.
At present Managing Director of 11/S SIDKO LIMITED,
NATIONAL MOTORS LIMITED, CRESC2T MOTORS LIMITED,
ThERAPEUTICS (BANGLADESH) LIMITED, ALPINE TRADING CO.,
and Director of A.K. Khan & Co., Limited. le is also
Chairman of Dawn Brothers Ltd.

He was member of the Executive Committee of the
Chittagong Chamber of Commerce and the then Pakistan
Federation of Chamber of Commerce, Chairman of Pakistan
Insurance Association. He was Founder Chairman of
Management Association of the then East Pakistan. He
was a m'ember of the Advisory Council of the Ministry
of Commerce, Government of Pakistan. He represented
Pakistan in the ECAFE Conference at BANGKOK and TPIRAN.
lHe was Deputy Leader of Pakistan Trade Delegation to
ITALY and member of Pakistan Trade Delegation to the
Republic of CHINA and INDONESIA.

He was first elected member of the NATIONAL
ASSEMBLY OF PAKISTAN tn 1962 and again in 1970. During
Liberation !,ar he was in charge of Eastern Zone. Later
on he went to the U.S.A. as Head of Bangladesh Mission
in Washington. In 1972 he joined Bangladesh Government
as Cormerce Minister. In 1973 he called on the Heads
of the State of Canada, U.S.A., U.K., France, Germany,
Italy and Holland as Special Envoy of Prime Minister
of D-ngdesh, The same year he was re-elected member
of Jatiya Sargsad (Parlianent).

He is a dedicated bocial Worker and held the
position of District Governor of Lions International
in the then East Pakistan and in Bangladesh for four
times. In 1961, he received the highest award in

reritorious work Curing the cyclone and Eidal bore
of 1960. At present he is the International Counsellor.
Ha is also 2rosident of angladesh-Japan Society.

He has travelled widely. He is married and
bl.ad i Live .sons.



Attachment

BANGLADESH
FY 1976 Lending Program

(US$ Million)

Inland Water Supplementary Credit 4.6
(Approved by Executive Directors)

Fourth Imports Program Credit 100.0
(Documents circulated for
Board consideration October 28)

Karnafuli Irrigation Project 19.1
(Negotiations completed,
Board consideration scheduled
for December 2.)

Rural Training Project 13.0
(Negotiations completed.
Board consideration scheduled
for December 16.)

Rural Development Project 16.0
(Negotiations scheduled for
November and Board consider-
ation for January)

Sub-total 152.7

Muhuri Irrigation Project 25.0
(Negotiations completed;
Board presentation -, expected
in May - and final credit amount
depend on receipt of bids for
major construction contract)

Second Technical Assistance Project 5.0

Total 182.7

1/ Excludes refinancing of Engineering Credit S-lh
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DRAFT
October 7, 1975

Mr. M.G. Kaul
Secretary
Department of Economic Affairs
Ministry of Finance
Government of India
New Delhi, India

Dear Gopi:

You will remember that during his meeting with Minister

Subramaniam on September 5, Mr. McNamara urged India to strengthen its

case for development support to the Consortium by explaining the potentials

and prospects for an increasingly viable economy during the coming five to

ten years. He indicated that such a presentation would also be of great

help to the Bank Group in negotiating the forthcoming IDA replenishment,

given India's large share in IDA resources. The Mini-ster stated at that

time that India would be able to make a submission on these lines by

December/January.

I am writing to you to suggest some of the topics such a paper

might cover. I would suggest a focus on two main areas. After a short

review of recent economic developments and immediate prospects, the first

main section might discuss India's medium-term strategies and prospects,

with special attention to such key areas as agriculture, exporte and energy.

Since the report will be done before a new Plan document is rea'dy, you

might note that the current view on strategies may be subject to change

in the process of Plan formulation and approval. A second section should

discuss india's medium and longer term trends in aid requirements and the

volume, type and composition of external resources necessary for essential



Mr. M.G.. Kaul - 2 - October 7, 1975

investment and import purposes. This section should, of course, discuss

expected assistance from outside the Consortium as well as from Consortium

members, and make the case for debt relief, assuming you want to make it.

You will recall the discussions in Washington with Mr. Diamond

and the correspondence you have had with him on the subject of debt relief.

As you know, it is our view that, unless something unforeseen occurs, it

will be impossible to achieve a general debt relief arrangement this year.

Nevertheless, you can and will no doubt wish to make the economic case for

debt relief as a component of bilateral aid. As you know, several members

of the Consortium recognize the importance of this type of aid to India,

given its special problems. In fact, it may be appropriate to discuss

overall aid requirements in such a way as to underline India's need for

debt relief.

I have kept in mind the distinction which you would presumably

wish to make between the paper to be distributed well in advance of the

Consortium meeting and the statement which you will wish to make at the

meeting itself. A certain amount of duplication need not be of concern

and, indeed, may be desirable- for purposes of emphasis. The paper, as we

see it, would deal with the medium and longer term economic issues and

indicate the broad strategies which are currently being pursued or are

under consideration. The paper would also permit a more extended treatment

of some issues than the oral statement. The oral statement should follow

the usual pattern of concentration on the current economic situation and

short-term aid requirements. Your statement would also seem to be the

appropriate place for a review of the progress made so far in implementing
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the Prime Minister's new economic program, particularly as it affects

problems like rural indebtedness, land redistribution and agricultural

wages. And, given the fact that so many Consortium members explicitly

raise the question about the latest position cri population control and

education, you might also want to mention then, as you usually do.

The suggestions I have made above s'!ould not involve work which

you are not in any case undertaking. Such a I aper would serve both a useful

substantive purpose in providing Consortium members early with authoritative

information on the way India views its economic future, as well as a symbolic

one in indicating both the role that India expects the Consortium to play

in support of India's development effort, and the importance India attaches to

that role.

We attach great importance to the presentation of an effective

statement. Its importance justifies devoting adequate time to it; I personally

feel January/February would be quite satisfactory. Meanwhile, I, or my

colleagues here and in New Delhi, would be pleased to discuss any aspect

of the presentation if this would be helpful.

With best wishes,

Yours sincerely,

. Ernest,Stern
Vice President

South Asia Region
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Comments on the Droft Mi-oi r on
Org iuizati on for Inust r and

F nr 1i1 14ar1crs Act r

1. DefinitAon oftli Ib( Tho stater-, c, the "Ire rntp bl e"
is weak since it dealsc nly with or,,,nization ,:pects. / prrequistLe
to an assessment of the ,e-quacy of :a organi n must be an agreement
on the objectives. I wouldA f rmulate these a PJ'uw:

"The expansion of Bank Group activities h- ' iced into sharper focus
two areas of relative weakness -- iuadeq, ro understanding of the
role financial institutions play in devel -.. at and the lack of a
strategy for industrial development. As ; eLult, operations of
different units of the Bank Group can over lap and, occasionally,
conflict. The expanided lending program, the emphasis to expand
commercial agriculture and the focus on urban poverty require
that:

a) The Bank Group understand the function of financial
institutions at different levels of development,
assist the evolution of such institutions in a coordinated
way and assure that its support for the financial sector
is both internally consistent and conforms to appropriate
fiscal and monetary pol Ies, an-

b) The Bank Group develop a more precise industrial strategy
in each country to guide operations, policy advice and

technical assi stance."

Different people may define the objectives differently, but whatever
form they take, some common basis needs to be agreed to..

2. Organizational Alternatives. I agree with the statement in
Paragraph 9 that one should not seek to integrate IFC operations into

the Bank and that the focus should be on coordinating policy. However,

before posing the opranizational alternatives, one should also discuss
the substantivc linkages. I wouldtherefore add to Paragraph 9 along

the following lines:

"An important issue is the scope of the policy work. It is clear
that the financial sector affects agriculture and services'as

well as industry -- the relative importance depbnding.on the level
of develcpr.Ent of the country. While there are major issues of
industrial finance, thore are equally important problcms of

financing exports, agricultural inputs and municipali ties. One
approach, therefore, would be to develop integrated work on the
financial sector which would affect operations in many other
sectors as well as direct assistance to fiiwaciai markots.
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An alternative approroi would be to combine work on industry and
finance. There arc z 2.ncs snd dipadvanr to either
approach, and the 6 1s are spelled ou Eel ow. On balance,
combining industry a finance may be beneficial in the context
of the higher incon ore developed countries while keeping
the functions sepaiatu may enable us to service the lower
income, less industrl ized countries better."

3. Unitar Lank Groi n tement. Paragraphs 10 and 11 can
easily be made corpatible c h the above, since a unified Bank Group
approach to both sectors is desirable. Paragraphs 12-14 should be
moved into the next section. A new Paragraph 12 would simply say
that Annexes B and C (Can we make them A and B and put the CMD work
program at the end?) describe two possible approaches to integrated
Bank Group management of a combined industry/finance sector; the
new Annex C describes integrated Bank Group management of the financial
and industrial sector separately.

4. I assume the list of advantages and disadvantages (Paragraphs 18

and 19) apply to both Option B and C, but this is not clear. I
would add that a major disadvantage is the excessive focus in
financial sector work on industry. (Even in the U.S. the largest
agricultural co-ops 'are among the top 1000 corporations.)

5. Option C asontially would establish a central policy group
for industry with a clearer mandate co develop an industrial strategy
for the Bank. This approach would be balanced better if industrial
projects were decentralized at the same time. Similarly, there would
be a central policy unit for financial sector work with responsibility
for analysis and policy on the role of the sector in development,

guidance to the operating units, and support for the special financial

aspects of the rural and urban poverty programs. I hope I can leave it

to OPD to draw a suitable chart for this. I have no strong views as

to the level at which these jobs should be established except that

they should not be so constructed that they constitute yet another

independent unit with which the Regions must coordinate.

6. One final point. The present proposal misses a point which I

think crucial -- i.e. work in these two sectors at present is so

uncoordinated because in neither sector do the Regions have a clear
mandate, capacity or much of a work program. Strengthening that
aspect will limit the flights of the central units to tighter drbits.

EStern/is
October 7, 1975
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National Share of LDC 1/ in
Direct Distribution of Profits from the Trust Fund

Share of 2/
Direct Allocation Amount 3/

($ million)

1. Oil Exporting Countries 16.0 160
of which:

Algeria 1.3 13
Indonesia 2.7 27
Iran 2.0 20
Nigeria 1.4 14
Saudi Arabia 1.4 14
Venezuela 3.4 34

2. Other Europe and Middle East 20.9 209
of which:

Egypt 1.9 19
Spain 4.1 41
Turkey 1.6 16
Yugoslavia 2.1 21

3. Other Asia 28.7 287
of which:

Bangladesh 1.3 13
India 9.8 98
Malaysia 1.9 19
Pakistan 2.4 24
Philippines 1.6 16
Thailand 1.4 14

4. Other Western Hemisphere 22.5 225
of which:

Argentina 4.6 46
Brazil 4.6 46
Chile 1.6 16
Colombia 1.6 16
Mexico 3.8 38

5. Other Africa 11.9 119
of which:

Ghana 0.9 9
Morocco 1.1 11
Sudan 0.7 7
Zaire 1.2 12

TOTAL 100.0 1,000
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1/ The IMF category of "Less Developed Areas" does not include a number of
countries in Europe, which are listed as "Other Europe". For the purpose
of this calculation, this group has been included in LDCs. "Other Europe"
consists of Finland, Greece, Iceland, Ireland, Malta, Portugal, Romania,
Spain, Turkey, Yugoslavia. LDCs thus defined account for 33% of IMF
quotas; the IMF category of "Less Developed Areas" accounts for 27.7%
of quotas. Quotas are current quotas.

2/ The share in the direct allocation is the country's quota as a share
of the LDC total.

3/ Assumes that $1.0 billion would be available for direct distribution.
Actual amount of course will depend on the eventual eligibility criteria
and the actual price of gold.

October 6, 1975.
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Thewk you for your ,letter of Septembear 23.

Based on my emwesata: with Messrs. Diebold

and Laws rftardftg tb* vaasweript, I a

have hae ellinated to agre to hme myr

ussw listed as a member of the Study Group.

Ernest Stern

MAbneah 1. Lentala-
Attas Dve r f S udee s

*ew Yoer, Now Tork 10021
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C"dI hmms a ist of projects is hWJA with a civil wwsto

projects nLU Myes* c8vU work* whdah cotld So to ICB.
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INTERNATIONAL DEVELOPMEN1 INTERfATIONAL "ANK FOR RNATIONAL FINANCE
ASSOCIATION ECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: October 2, 1975

FROM: Ernest Ster

SUBJECT: INDIA - Your Meeting with Mr. Y.B. Chavan

1. Mr. Y.B. Chavan, the Indian Minister of External Affairs, whom
you are scheduled to see October 7, is in 'ashington for a meeting of the
bilateral India-U.S. Commission. This Commission was set up as a step
toward normalization of relations between the two countries during
Kissinger's visit to India. The meeting was scheduled originally to be
held several months ago, but Chavan cancelled his trip in reaction to
the resumption of U.S: arms sales to Pakistan.

2. Our Indian sources believe that this is strictly a courtesy call,
to maintain the contact established when he saw you frequently in his
capacity as Finance Minister. Mr. Chavan is not expected to raise any
substantive issues concerning India's relations with the Bank Group.

3. Mr. Chavan's biographical data are attached. His position was
somewhat ambiguous during the recent political events in India. During
the 1970 Congress Party split, there had been some talk about whether his
loyalties were basically to Mrs. Gandhi or to Morarji Desai. Doubts about
his loyalty were raised again this summer, and there were even rumors
-- never confirmed -- that Mr. Chavan was under house arrest. In any
case, Mrs. Gandhi appears to have been sufficiently confident of her
position to have retained him in the Cabinet.

4. In addition to a discussion of recent developments in India,
I suggest you raise three points:

(a) Enports - We attach great importance to the steps the
Government has taken in the areas of food production,
energy and export growth. Obviously a great deal remains
to be done in all areas, particularly in exports. The
Government's objective of a real growth rate of 8% is
ambitious, and it is not yet backed by an implementation
program. We know that Mr. Subrananiam is chairing a Cabinet
committee on exports which, undoubtedly, will develop addi-
tional proposals. We would hope that effective measures
to increase the growth of exports would have the support
of his Cabinet colleagues.

(b) Producer-Consuner Dialogue - India is one of the participants
in the producer-consumer meetings. It attended the meeting
which failed earlier this year and will attend the Preparatory
Committee meeting in October. It would be of interest to hear
Mr. Chavan's views on this process and on the results which
h'/ 2xnects.

/2...
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(c) IDA Replenishment - You mentioned to Subramaniam the
importance of the IDA replenishment, the difficulties
we are likely to face and the role major LDCs might play
in support. Obviously, India's own economic performance
is crucial, but on the diplomatic front India can help
to support a substantially enlarged IDA and to restrain
the growth of institutions competing for grant funds.

5. A copy of the summary of the Government's review of the current
economic situation, sent to you in preparation for your meeting with
Mr. Subramaniam, is attached.

Attachments

cc: Mr. J.B.Knapp

AOHamilton/BAlisbah/EStern:ebc



Mr. Y.B. Chavan, Minister of Finance

Mr. Chavan is 62 years old and a law graduate of Indian colleges.
He was a participant in the independence movement as far back as the early
1930s; he held numerous executive positions at the State level in the
Congress Party in the 1940s and 1950s. He was first elected a member of
the Legislative Assembly for Bombay in 19h6, and was Chief Minister of
the State from 1956-62. He was elected unopposed to the Lok Sabha
(Lower House of Union Parliament) in a 1964 by-election. From 1962-66,
he was Defence Minister, Government of India, and from 1966-70, he was
Minister of Home Affairs. He became Minister of Finance in June 1970,
replacing Morarji Desai after the split of the Congress Party, and
Minister of External Affairs at the end of 1974.



INTERNATIONAL DEVELOPMEN' INTERNATIONAL BANK FOR "I ERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: 'Files DATE: September 2, 1975

FROM: Martin if

SUBJECT: INDIA -- Government Review of the Current
Economic Situation

1. I attach a short summary of GOI's recent review of the current
economic situation. The following points should be made about this GOI
note:

(I) The tone is optimistic, at least for next year, with a
target of 114 million tons for foodgrain production, a
projection of 5 to 6 percent growth of industry and of
5 to 6 percent growth of national income. These fore-
casts are perfectly reasonable if the harvest estimate
is correct. The upturn would not, however, amount to; much
more than the usual effects of a good monsoon, and does
not necessarily imply any substantial improvement in the
long-run trends. The tendency for GOI euphoria over
temporary improvements in India's situation has been
frequently noted in past Bank reports.

(ii) The foodgrain projection itself seems to be not unrea-
sonable. The rabi crop of 1975 was about 44 milliontons,
and the monsoon seems to have been excellent. Thus, a
kharif crop of 66-70 million tons is probable, especially
after the lowering of fertilizer prices, which should lead
to increased consumption. The discussion of the long-term
agricultural development program reiteratea points already
agreed between GOI and the Bank.

(iii) There is some elaboration in this paper of the Prime Minister's
announcements about social policy in the rural areas. The
problems that are going to arise in implementing minimum
wage and land ceiling laws, or in replacing rural money
lenders by viable official institutions,without simply
accumulating bad debts, are all quite obvious. Nothing said
here gives any confidence that there will be greater success
than in the past in these areas.

(iv) There seems to be substantial evidence that short-run prob-
lems with the supply of essential industrial inputs have
eased. With a favorable monsoon, electricity generation
should rise; coal production increased substantially last
year and may well do the same next year; the steel supply
situation has improved and domestic crude oil production is
projected to rise by one million tons. A rise of 40 percent
in fertilizer production is also projected. There can be
no doubt that w.th cazacity utilization dismal in all these
essential industries, (as well as in others), significant
industrial growth can be achieved in the medium-term.



-2-
September 2, 1975

Moreover, there are signs that the potential is being used
at last, although one must remember that it has existed
unutilized for a long while. It would be wise, therefore,
to wait for performance rather than believe in projections.
It must also be remembered that, in the long-term, investible
resources may become a constraint on continued growth in
capital intensive sectors. A rapid growth in industrial pro-
duction in 1975-76 should not, therefore, automatically be
seen as the beginning of a new growth trend, but rather as
a cyclical upturn, after several years of stagnation.

(v) India's success in controlling inflation, has been remar-
kable, and must be judged an important achievement.

(vi) Procurement performance continues to be very disappointing.
Continued poor procurenent will necessitate high food imports,
virtually irrespective of total foodgrain availability.

(vii) There have been no major fiscal developnents since the budget,
which was discussed in the context of the economic report.
Apparently, the budgetary deficit is higher for 1975-76 so
far, than for the corresponding period of 1974-75.

(viii) A low rate of growth of money supply and of bank credit has
been maintained into the early part of 1975-76.

(ix) First quarter balance of trade figures are quite encouraging,
with exports 22 percent higher than for the corresponding
period of last year, and imports virtually at the same level.
The Government has made a whole series of marginal improve-
ments in the export policy environment, but, given its own
recognition of the unfavorable world situation, it is diffi-
cult to believe that these will lead to achievement of the
target of 8 to 10 percent volume growth. Certainly, nothing
has yet been produced that relates these policy measures, and
arr production plans, to the export targets.

2. The Indians claim that "the Indian economy is now poised for a
major phase of rapid economic expansion." Although it is both undeniable
and encouraging that the short-term situation has improved, it would be
wise to preserve a healthy scepticism about prospects for an Indian break-
through into rapid growth.

Attachment
Hwolf:il
cc: Messrs. Weiner, Stern, Diamond, Baneth, Gilmartin, Alisbah, Pilvin,

India Division.



Summary of

"The Current Economic Situation: A Review"

1. Introduction. The principal characteristics of the economic situation

in India during 1974-75 were analyzed in the annual Economic Survey, which

adopted a cautiously optimistic outlook for 1975-76. Greater optimism is

now warranted. The Annual Plan for the current fiscal year has fixed a tar-

get of 114 tons for foodgrains of which the target for Kharif crops

is 69 million tons. The expected increase in the supply of power, coal and

steel, imprcvements in the performance of public sector enterprises, and

expected increases in productivity are likely to result in a 5 to 6 percent

increase in industrial production in 1975-76. Containment of inflation has

been remarkable since the beginning of the current fiscal year, and exports
have also increased. On the social front, the implementation of the new

economic program should provide some relief to the poorer sections of society.

2. Agriculture. Agricultural production suffered a setback during the
Kharif season of 1974. For the current year the Planning Commission has
fixed a target of 114 million tons of food production. In order to achieve
this target, the following strategies are being pursued:

a) increase in the creation of irrigation potential;

b) maximum utilization of existing potential;

c) better availability of power, fertilizer, seeds, plant protection
facilities, credit and technical know-how;

d) development of new varieties of rice, jowar, bajra, etc.; and

e) reduction in the price of fertilizer.

3. The new economic program announced by Prime Minister Indira Gandhi on
July 1, 1975, contains several items relating to the rural schene. All
state governments and union territory administrations were requested to imple-
ment land ceilings laws. State governments have initiated drafting legisla-
tion to make bonded labor illegal. Steps are being taken to secure a
moratorium on the recovery of debt from landless laborers, and to reevaluate
and improve minimum wage legislation. In addition, small farmers development
agencies are to be increased from the existing 87 to 160 projects in the Fifth
Plan.

4. Industrial Production. The rate of growth of industrial production
increased from one to three percent between 1973-74 and 1974-75. There are
indications that there will be a significant acceleration in the rate of
growth of industrial production in 1975-76. Major sources of increased
indastrial p:-oductia .;i1 L ihj r utilizati-1 of availabe ihaustrial
capacity, and an increase of 25 percent in the Annual Plan outlay.
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5. Prices and Food Procurement., At the start of the current fiscal year
the wholesale price index showed a tendency to rise. However, since the
declaration of emergency, the Government has been able to control the expansion
of bank credit and to immobilize the black money market. The overall price
index for the week ending July 12, 1975 was 2.1 percent lower than a year
earlier.

6. The offtake of foodgrains from government stocks was substantially higher
during the first six months of 1975, as compared with the same period in 1974.
The Government imported about 5.5 million tons of foodgrains during 1974-75
to sustain the public distribution system. Procurement from the current
rabi wheat crop is 3.6 million tons so far, compared with a total of 4.3
million tons in 1972-73.

7. Fiscal Development. The major concern of budgetary policy during the
current year is to accelerate the tempo of investment without disturbing
price stability. The Central Budget for 1975-76 emphasized the stimulation
of the economy by providing incentives for saving and investment. In accor-
dance with the new economic program, the personal income tax exemption has
been increased to provide relief to lower income groups. Tax collection
has also improved.

8. Foreign Trade and Balance of Paymants. The total value of India's
imports were 4d.6 percent higher in 1973-74 than in 1974-75. This was
accompanied by a 28.7 percent rise in exports over the same period. Due
to the recent developments in the world economy, the outlook for exports
is uncertain. However, because of the state of India's reserves and the
inflow of external assistance, there should be no difficulty in financing
imports of essential commodities, particularly foodgrains.

9. The Government is aware of the need to promote exports. In order to
increase export of non-traditional products, import entitlements have been
increased by 10 percent for engineering goods, chemicals and allied products,
leather and leather goods, cotton textiles, and ready-made garments. Under
the import policy for 1975-76, all units which export at least 20 percent of
their production will be eligible for licenses on the basis of consumption
of imported raw materials, and they will be entitled to preferred sources
of financing. In addition, export duty on carpet backing and hessian has
been removed. Furthermore, a Cabinet Committee on Exports, under the
Chairmanship of the Finance Minister, has recently been created. The
Committee is to provide the necessary leadership and guidance at the highest
administrative level to ensure that the volume of exports grows.

10. A Committee to consider the problems of the engineering industries and
to suggest steps to stimulate export of engineering goods, was established
some time ago. Several recommendations of this Committee have been put
into effect:

(i) Automatic approval for production earmarked for exports beyond
autha.i::ad caa-ity.



(ii) Impr6ved arrangements for supply of inputs for exports production.

(iii) Simplification of the procedures for allocation of steel.

(iv) In cases where the prices of steel are revised upward by 10 percent
or more, the contracts entered into by the exporters will be pro-
tected against revised prices.

(v) In respect of export of capital goods and turnkey projects, the
rate of cash assistance obtained at the time of concluding the
contract will be protected till the completion of the contract.

(Vi) For determining cash assistance 25 percent of the rates of such
cash assistance will be added towards the fixed cost of production.

(vii) Import duty on raw materials imported against advance licenses will
not be charged if such imports are approved by the Advance Licence
Committee.

(viii) Export obligations in future will be imposed only by one authority
namely the Licensing Committee.

(ix) The procedures regarding approval on deferred payment proposals
have been simplified.

(x) In cases where IDBI financ.ng is not required the exporters can
enter into firm commitments with foreign buyers without the prior
approval of the RBI and the ECGC.

(xi) A High powered Standing Committee on Export Finance has been set
up under the Chairmanship of the Deputy Governor of the Reserve
Bank of India to deal with general problems faced by exporters
with regard to export finance.

(xii) Decisions have been taken for liberalization of facilities for
grant of foreign exchange for travel abroad in connection with
export contracts, making available pre-shipment credit at a con-
cessional rate of interest up to 180 days for specified medium and
heavy engineering goods and arrangements for collection of specialized
data and information and the taking up of preliminary studies by
consultants.

September 2, 1975
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581 FOR ERNEST STERN

MANY THANKS URTEL 555 SEPT 17. AFTER MUCH FURTHER THOUGHT?

CANNOT SEE ALTERNATIVE OTHER THAN UNSATISFACTORY MAKESHIFT

ARRANGEMENTS THAT WOULD IN THE END BE MUCH LESS PRODUCTIVE c3

THAN MY ORIGINAL PLAN WHICH WOULD ENABLE ME START FRESH ON " -l

DECEMBER ONE AND DEVOTE MYSELF FULLY AND WITHOUT INTERRUPTIOR'

TO MY NEW TASKS

BLOBEL
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XrE. Gordon Strset, hASM September 2S, 1975

Ernest Sternt VPD

c ountry Frowan Briefins

Would you arrang* with Xr. Van der Hear and Xr. Shibusava
for a series of briefing* on our country programs, starting
IOtober 6. i would like to review, country by cO*trY,
projects under impl-anta+4o and thwe plnned for M0176
and 1977. 'The objective is to provide a quick overview of
the scope of each projoat, its objectives and any siqn fiaast

probles. Each satsion should be nfor one bovr,
and not a=* than 2 per day. Sim thl may requi" moe
than oe session for the larger countries, +bose might be
arrazigad by sector.

I wo%4A like to keep atedne snAL11 but leave it to
Messrs. Van der Neer and *%hibusawa to dmeide on the
appropriate paxticipants in each Case.

Pl*&aschedulei the meetings in consultation with Xs. Sndeland.

CE Mae, n/ 12Mg
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Mr. M. C. Grossman
Economic and Planning Project
National Development Planning Agency
Jalan Taman Suropati 2
Jakarta, Indonesia

Dear Mort,

Thank you very much for your good wishes and undeserved
compliments .

I am glad to hear that you will be talking to Subramaniam
about exports. We attach very great importance to this
effort. While I am encouraged that the Government is
now talking about an 8 percent rate of growth in the
volume of exports, I am discourAged by the fact that
there seem to be no specifics behind the intention.
With so massive an effort, it is essential to have
some ideas about the major sectors in which this growth
is to take place (e.g. food products, agricultural non-
food, engineering goods, other manufactures, etc.) and
the sectoral policies necessary to reinforce the general
incentives. Without laying out a campaign in detail,
there is little hope that such an ambitious target can
be achieved. Perhaps your discussions can move this along.

With best regards,,

Sincerely,

Ernest Stern
Director
Dev opment Policy



Mr. a het Kraske
Chief
MWId Bank Iesident siisinn
st OMAN Max 416

mGr Deli
India

I hope you and your family bad a plneaa+ trip end that you
are setling in satieftatorily in Delhi. As you no doubt
knowr from the avowen anow pI*" yma have x a dy", v*
bad a sortes of extensie d .0 " prior to the nual
Mweting and vm the radian beegtion was be". A good
deal of attention has been focused an export in rmana
both as a crie rion for the 4evelpomt of ma-IDA leadlzq
and as a basis for judging the fturne of progrm ening.
These points were made at several laels, inicludIn9 in
the mosting between Mr. M -aa and Mr. mh==4=

Daring a private ludm writh Nk==&*Ma Singh =kd G. V.
R=amkrishna - I tried to spell out in siam detail the kind of
basia afonmation an experts that we need at leat to start
to fomul=ate~ views on the rolisa of and pottial- coa*"s
of the Indian program. I gave Mmooana= a oMof the attached
tables as a guide to vhat me requied.- ,bius the"e is
so par+icular magic to this draft format, and it enmdoubtedly
will be modified as the material booomees saaba- The

es+ntal point, though, is that ve need to kaw ;ina velsme
ta= the a=positica of the estim=ae SO annue) growrth rate

in exports. T!his eumoet be apsaified with ayprecision
since if reliance is placed on general inaeat+ o, quite

aepeated comooditieo will of cortmake a siguifica=+
ontribution. -oehlem,4, the 1*bort tarm, etablis hed

.exports inevitably wiUi refloat 0"e werall target. Boccndly,
ve mood to have sam* es+ima+e of the 4kwr+i=a+ion of exports,

site hre is an important diffierence betbman en tiuq
rapid growrth to the c=entrall planned oaon=Je-, .which yildx
no or very little free foreign exhne, and export growrth
to other &"eas. I belime Mmoan Sgh reconistes the

imprtaamof providing this information a&M agreed to do so.



r Uask - 2 - - 1, 1975

.The industrial lwfwo credit sission which is cooning out will
ask for it.

w manted ymu to bave this %otrmn% and the tabl" s o that

you am raind m and others of the kind of infoxnation
Which is ahaney esmaatial, not only for a docisic on

the size of tkis yearl's pormloan but cmm the future of'

progras landinq as fienancing tool in W4-t.

Boot -~&'",

sinerely,

Director

bcat Mssrs. Di amond, As ijdh



sptwmbar 9, 1975

Mr.L 8. S.Nta
The tmaxotrial Credit and twestowit

Corporamtion of Indam, Limited
1,63 Backbay PAe.mmaten
Sombay 2
India

Dear ft. WMa Im

I sbmUl like to exproms my appreatioen to terIer for Its
M08t MerthmebJU SerVita JU P"bishin tW VDMW Fiasacia P=-1F4rfOr-

maw ofgft*AMM ad Ito es of Return: MCCI IU* acts. I
amost grnatfu that you vwre k1Md Wzpa to send as vspies.

I no"d hardly ball ymu of the problaws we have ia trybeg to
mnderstand the private industrial ector in I"Lda. Rence tba Lafor.-
Nation an finamewa paterns amn Year -cens. althmegk not astatti-
cally representative as rms mota, is cartainly valumblo and nust valeme,
to us an I mam ue it to &I"s to all thoso vbo ar* elsely Lnterasted
In the Indian ocamomy.

As for the *eammt of your experiemete with omnnmae rates of
return, the Bask, as you know, Is met appretative a&tibmirin of
your eontributisa to owr joint axmTJ." a n thia subject, and v* are
delighted that you have amw vaie the recard of that tommebuantiom

aidblo to the pAm& It is e atnd usful documentation of
the advastaom to vatl as lmitations of coot bamefit analysis 1*
practical application.

Ilok forward to further gI with you and ICzm in
mW forthemn asigumment withe VAoth Asia Ragies in tha Wer14 Usk

Mmaw9lo my thmAnk again for ending the two pubicatnomm.

4 sincerely,

Dirsetor

Dadra pan-"T

W~ilartn/Y


