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INT~RNATIONAL DEVELOPMENT I INTERNAT I ONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Files DATE: February 23, 1972 

FROM: Michael H. Wiehen DECLASSIFIE 

MAY 0 9 2013 
WBG A} C JVE~i 

S E C R E T 

SUBJECT: Mr. McNamara's Visit to Islamabad 

. . 

1. At the invitation of the Government of Pakistan, Mr. McNamara 
visited Islamabad on Januar.y 29 and 30, 1972. 

2. Shortly after arrival on the morning of Saturday, January 29, 
Mr. McNamara first met with Mr. M. M. Ahmed, Advisor on Foreign Loans and 
Consortium matters, and then with Dr. Mubashir Hasan, Finance Minister of 
Pakistan. Mr. Cargill was present at the meeting with Mr. M. M. Ahmed. 

3. Thereafter, Mr. McNamara had a private meeting and lunch with 
President Bhutto. 

4. In the afternoon of J anuar.y 29, a world..ng session with the Finance 
Minister and senior officials of the Government took place. Mr. McNamara 
was accompanied at this meeting by Messrs. Cargill, Blobel, Pichler, Ljungh 
and Wiehen. Detailed minutes of this meeting are attached as Annex 1. 

5. In the late afternoon of the same day, Mr. McNamara paid a 
courtesy call on Mr. Nurul Amin, Vice-President of Pakistan. 

6 . In the morning of Sunday, J anuar.y 30, Mr. and Mrs. MeN amara, 
accompanied by Dr. Mubashir Hasan, visited the Tarbela Project site. During 
this period, Messrs. Cargill, Blobel, Pichler and Wiehen had another working 
session with Mr. M. M. Ahmed and other senior officials. Detailed minutes 
of this meeting are attached as Annex 2. 

1. When Messrs. McNamara and Mubashir Hasan returned from Tarbela in 
mid-day, Messrs. M. M. Ahmed and Cargill reported briefly to them on the 
results of the morning working session. 

Attachments 

:MHWiehen/lgl 
c.c. Messrs. McNamara 

Cargill 
Votaw o/r 
Melmoth 

Blobel 
Pichler 
Shibusawa 

Ljungh 



Present: GOP 

DECLASSIFIED 

MAY 0 9 2013 
WBG ARCHIVES 

MINUTES OF HEEI'ING BETWEEN FINANCE 
MINISTER OF PAKISTAN AND MR. McNAMARA 

HELD JANUARY 29 , 1 972 
IN RAWALPINDI 

Dr. Mubashir Hasan, Finance Minister 

SECRET 

ANNEX 1 

Mr . M. M. Ahmad, Adviser, Foreign Loans & Consortium 
Mr . Ghulam Ishaq, Governor, State Bank of Pakistan 
Mr . M. Raschid, Deputy Chairman , Planning Commission 
Mr . A. G. N. Kazi, Finance Secretary 
Mr . s. s . Iqbal Hossain, Secretary, EC & EA Division 
Dr. Aziz Ali F • Mohammad, Economic Adviser, Ministry of Finance 
Mr . Zafar Iqbal, Joint Secretar.y, EC & EA Division 
Dr . Noinuddin Baqai, Joint Secretar.y, EC & EA Division 
Mr. Majid Mufti , Joint Secretary 
Mr . s . Osman Ali, Executive Director, IBRD 

IBRD 
MeSSrs. McNamara, Cargill, Blobel, Wiehen, Pichler, Ljungh . 

1. The Finance V.d.nister welcomed Ivf:r . IVJ:cNamara and thanked him for 

finding time is his busy schedule for a visit to Pakistan . He said he had 

benefitted from the advice of Bank staff on their preparatory trip in mid-

January and looked forward to a period of close cooperation with the Bank 

on the basis of nrutual understanding . Mr. McNamara replied that he was 

pleased to have this opportunity to discuss the relationship of external 

assistance required by Pakistan to the development of its economy. The 

Finance Minister then asked Mr. M. M. Ahmad to speak on the subject . 

2. Mr . M. M. Ahmad stated that the situation confronting Pakistan 

was one of exceptional difficulty caused by a multiplicity of factors 

including past uncertainties on the political and economic situation and 

the interruption of the aid-flow from the Bank and the Consortium countries . 

Investment has been stagnating for several years . Industrial growth in 

en. 
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1970/71 had dropped to almost half the trend growth rate of less than 

6 percent. Agriculture was affected by persistent drought for the third 

year in succession and by resulting power shortages. The stagnatio~ of 

the production base intensified social strains and compounded the un

employment problem. However, the situation was potentially quite manageable, 

provided domestic policy corrections and the resumption of external aid 

flows were agreed with the World Bank staff. The gap was large, but 

several circumstances of a special character were responsible. Pakistan 

was shouldering the responsibility for servicing the entire country's debt. 

Inter-wing trade had to be transformed into international trade. The loss 

of assets by West Pakistan businesses had to be adjusted since it had led 

to grave liquidity and solvency problems for a large number of firms. It 

was the transitional period which had to be taken care of - the growth 

prospects thereafter were promising. 

The first issue in the transitional period was an early under-

standing on the moratorium. Formalization at a suitable level of debt 

relief was urgently required since the ~ent moratorium was to expire 

on January 31, 1972. The debt service due to Consortium in FY73 was 

$217 million,of which $51 million were owed to the World Bank Group. 

Pakistan wished to reaah a short-term debt relief arrangement with the 

assistance of the Bank for a suitable period during which a longer-term 

rescheduling agreement could be worked out on generous terms. The Bank's 

thinking last October had been for a relief not exceeding $90 million per 

annum. Since then~ Pakistan's position had further deteriorated partly 

because the loss of East Pakistan substantially reduced both foreign exchange 

and rupee rec.eipts, and it was not Pakistan 1 s judgement that debt relief 
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of $120 to $125 million per annum for FY72 and 73 was the appropriate figure . 

Indeed, he said this v1as a minimum figure since as much as $75 to $90 million 

of the debt service related to assets located in East Pakistan. In view of 

the large balance of payments gap, Pakistan thought it was desirable that 

the World Bank, which was receiving more than 20 percent of total debt service 

payments to the Consortium, should also participate in extending debt relief . 

If, however, the Bank found it impossible to do so, an equivalent amount in 

program lending should be made available to cover the gap . 

4. Mr . McNamara explained the reasons why an otherwise reasonable 

suggestion for Bank participation was not feasible . The Bank had to protect 

its position as a "preferred creditor" since it depended on private capital 

markets for new funds unlike official lenders who rely upon the taxing powers 

of sovereign governments . Investors who purchase IBRD bonds look at the 

strength of the Bank 1s portfolio . A debt study produced by the Bank some 

months ago had indicated that the debt problems of the developing countries 

would be intensifying as outstanding debt was rising rapidly relative to their 

foreign exchange earnings and domestic saving capacity. There was a likelihood 

of greater frequency of debt rescheduling in the future . Chile , Ghana, India 

and Pakistan, all substantial borrowers from the Bank , were seeking debt relief . 

For the Bank now to participate in debt relief for Pakistan might seriously 

jeopardize the potential sources of capital. The Balli( would therefore prefer 

to help through program lending; project l ending was not appropriate at this 

stage, and quicker disbursing and more flexible resources would be requiredo 

5. Mr. M. M. Ahmad agreed that project aid was not a priority at 

this time since the whole content of the deve1opment program was under 

review by the new government . The only exception to this was the possible 
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reactivation of a line of credit for PICIC . If the Bank was unable to 

participate in a debt exercise, he felt Pakistan' s case for a large IDA 

credit was strong since for a year the Bank had beBn receiving debt service 

from Pakistan 1~thout making any new resources available (Mr . McNamara 

intervened to state that the Bank Group had in fact made disbursements of 

about $60 million since April 1, 1971) . Mr. M. M. Ahmad stated that the 

Government had earlier been given to understand that Pakistan would receive 

an IDA allocation of $110 million per year, and having missed one year completely 

it would not be out of line to suggest an IDA progr am credit for Pakistan 

of $50 to $60 million in view of the special problems facing the country. 

6. I~ . McNamara replied that assuming Pakistan took action on 

certain policy matters , the Bank Group was prepared to consider a sub

stantial IDA program credit . In fact, the Bank had been talking about 

this for the past 18 months . It had not found it possible to make fresh 

commitments since August 1970 (except for cyclone relief), not because of 

a lack of desire to be helpful but because of its conviction that the 

Government ' s economic policies in certain key areas were not appropriate . 

If the economic policy environment were to change, the Bank was prepared 

to make assistance available promptly. Such a change was necessary in 

Pakistan ' s ow.n interest . 

7. The Finance I1inister stated that the requirements that had been 

spoken of were for a transitional period only. Past lending by the Bank and 

the Consortium had evidently not produced the results which were intended 

because of bad management by the borrowers . The present government had 

a very strong self-reliance objective and was not thinking of continuing 
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beyond June 30, 1974 to borrow at the scale that Pakistan was used to 

in the past. By that time necessary adjustments in the economy would have 

been made to galvanize the energy of the entire nation . He was not casting 

blame on individual officials .for past errors . These officials were as 

much victims of a certain system as were the masses . Since the present 

government was a successor to the past regimes it was prepared to accept 

the liability for the whole country despite the fact that they were not 

convinced that past credits had been proper~ evaluated or used. In the 

c aming ~ years the Government would make the necessary political, social 

etc o, adjustments to enable the whole nation to benefit from aid. As long 

as t he political price was not beyond the capacity of the country to pay, 

his government -vras prepared to take hard decisions . The period of 11adhocery11 

had now endedo A far reaching land reform and a revamping of the industrial 

structure were in train. He recognized that there was a credibility gap 

at this time . Time would prove , however, what the capacity and potenti al 

of the country were, and the world could judge -vrhether the ne1-r government 

was protecting any particular group or class or was working in the interest 

of the entire people of the country. 

8. Resuming the discussion of commodity aid, Mr . H. M. Ahmad noted 

that because the balance of payments gap was very large, a substantial 

contribution by IDA in a quick disbursing form was necessary. The counter

part of such commodity assistance ·would also provide support to the budget . 

He recalled that a large commodity loan had been made to Nigeria at the end 

of its civil war for reconstruction purposes and hence the request by 

Pakistan was not unprecedented . 
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9. l-lr . }1cNamara noted that the loan for Nigeria should perhaps 

not serve as a model because there was a very l ong delay between the 

cessation of hostilities and the beginning of disbursements. He re

iterated that the Bank would be prepared to act quickly in this case 

if there was no delay in action by Pakistan. ¥.II' . M. :t-1 . Ahmad responded 

by stating that the urgency of action was fully realized. 

10 . Turning to prospects for future gro1~h of Pakistan ' s economy, 

Mr. M. M. Ahmad stated that the present thinking was that the development 

program would rely on e:xport- led growth . Performance in the last 15 months 

had been encouraging with an increase of 25 percent in 1970/71 in exports 

over the preceding year, with exports in the current year again running 

15- 20 percent over the corresponding period of last year, and excellent 

long- term prospects . An area of potential dynamism was agriculture, where 

a large group of entrepreneuri al farmers had emerged; this class was prepared 

to innovate, to adopt the new seed- based technology and to support it with 

use of fertilizers and other inputs . Agriculture would receive prime 

attention because the betterment of a large segment of the country ' s 

population depended on it . Enlargement of the purchasing pmver in rural 

areas also created markets for industrial goods and would generate employment 

through programs of public works . The fUl details of these programs would 

eme:r;ge by the time of the next budget when the ADP vJ"ould be formulated . 

11 . Mr. HcNamara responded by stating that he had come to Pakistan 

to express the Bank ' s anxiety to be helpful and to explain that the Bank 

Group had not made any fresh commitments to Pakistan for some months because 

as the custodian of scarce resoprces (i . e., IDA funds) entrusted to it by 
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the world community, it felt it would not have been in the interest of 

IDA 1s members if it had made any commitments m the recent past . As for 

the future, he emphasized that the Bank could not and would not tell , 

Pakistan what it should do; decisions on policy matter obviously were 

the prerogative of Pakistan as a sovereign country. But the Bank did 

have a duty to say frankly how it vie1-1ed the economy of Pakistan, and to 

identify the areas where we felt that corrective action was necessary. He 

agreed that the regularization of the moratorium, through a short-term debt 

relief arrangement, was the first pri~ity. The Bank would address itself 

to this problem in the next few weeks and uould be prepared to convene a 

meeting in the latter part of February to discuss at least the short~run 

if not the long-run,problem. In the meantime, Pakistan would need to consider 

action to correct an exchange regime that had been responsible for creating 

a series of distortions . If international assistance had not yielded its 

full benefits in the past, it was partly because economic policies in this 

field were not adequate . Next it was necessar.y to reform the fiscal situation 

either by reducing non-development expenditure or by raising re~enues so as 

to generate enough internal resources for financing the country's investment 

programs . No amount of external aid would help if the matching resources of 

local expenditure were not generated through internal resource mobilization . 

The J38.nk' s initiative could only go hand-in-hand v-rith Pakistan 1 s own action. 

He reiterated once again that provided the appropriate policy f rame work 

1v-ould exist, the Bank Group would provide prompt and effective assistance, 

together with the IMF and the member countries of the Consortium. There 1-ras, 

however, one qualification to his commitment to provide IDA assistance, 

namely completion of action on the Third Replenishment of IDA by the US 

Congress. 
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12. 11r. McNamara then enquired why the Government in listing total 

requirements in FY 1 972/73 at $300 million comprising $1 20 million of 

debt relief and $180 million of commodity aid by the Bank Group and ~he 

Consortium, the availability of an IMF stand- by credit had not been considered. 

Mr. M. M. Ahmad explained that the amount of the stand- by was· .not known. 

Pakistan had to pay $38 million to the IMF in 1972/73 by way of repurchases 

which had already been rescheduled. Hence, the net availability of ll1F 

money next year was not likely to be very substantial. 

13 . The Finance Minister at this point observed that his government 

had been in place on~ a short t i me, and that the requirements listed were, 

therefore, much the same that had been presented by the former government . 

For example, there -vras no provision yet for a planned large public 1J"Orks 

program which would involve the participation of the masses who had benefited 

little from past investment programs, while a few had been enriched and some 

more had benefited as mercenaries . Clearly the new programs would require 

a large management and organization effort . There was no thought of returning 

to the former type of rural works programs but the new types of programs 

had not reached that stage of finalization 1·Jhere figures on their foreign 

exchange requirements could be put forvrard . The deficit being projected 

at this stage was essentially for car~g on the economy while detailed 

1-10rk on identification and organization of ne~·T projects was being completed. 

14. The Finance Secretary then explained in some detail the basis 

for the projections of the balance of payments vmich had been given to 

¥~ . McNamara . He confirmed that these projections made no provision for 

new project lending and that any finance of projects during the coming 
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year would be strictly out of the pipline. 

15. The Finance Minister continued stating that the figures of . the 

balance of payments gap would change for the better once the underlying 

system of planning and development had been changed. His party had always 

criticized the waste involved in past programs and now, that they were in charge 

of the government, they would set things right . The economy has become used 

to a certain level of external deficit because the entire pattern of consumption 

and investment was designed to throw up a deficit of vast magnitude . His 

government vms receptive to new ideas for mobilizing resources and would 

collect every paisa from wherever it was available, as well as stop waste in 

non- development expenditure . It was recognized that a political price 

would have to be paid but there would be no hesitation in taking action 

since the survival of the government and perhaps of the nation depended on 

it . However, the problems were so many that it was difficult to know where 

to start . The deterioration in national standards in educat ion, health and 

other sectors 1,ras great . New beginnings w·ere being made but it would take 

some time for these initiatives to come out of the ground. 

16. :Mr . Cargill enquired 1-rhy in vi ew of the possibility of diverting 

substantial inter-wing exports to foreign markets artd given the strong 

entrepreneurial base in West Pakistan, the export projections for next year 

predicted an increase of only 8 percent . The Finance Minister responded that 

the new government did not wish to make promises that it could not keep . 

Mr . Cargill observed that while it was important to be conservative, the 

figure should not be such as to arouse suspicion that the capacity of the 

economy to finance its requirements was being understated and the burden on 
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foreign creditors correspondingly increased. Mr. Aziz Ali explained that 

an increase of 8 to 10 percent was by no means negligible considering that 

the export earnings of the last and current year were helped by a substantially 

higher level of ra""'r cotton prices in world markets which may not con~inue 

next year. More.over, the present power shortages in West Pakistan would 

adversely affect the flow of manufacture exports. 

17. The Finance Minister concluded the meeting by remarking that the 

spirit behind the policies and intentions of the new government was far more 

important than any figures. This spirit had changed radically. If action 

had to be taken, it would be taken in the count:cy ' s national interest o If 

anyone wished to help, Pakistan 1vould take that help if it was valuable . The 

new government wished to approach its problems with humility . It was aware 

that given the past mis-management its request for aid was not a matter of 

right . It had no claim upon the international community but would seek their 

help in the expectation and confidence that the country would do far better 

in future than it had performed in the past . 

J . Hanns Pichler/l1ichael H. Wiehen 
Islamabad, Pakistn 
Februar,y 4, 1972 

(typed in Washington on February .24, 1972) 
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Annex 2 

MINUTES OF MEEI'ING BETWEEN PAKISTAN GOVERNMENT 
Al\l]) BANK OFFICIALS TO FOLLOW UP ON PREVIOUS 

DAY'S DISCUSSIONS WITH MR. McNAMARA 

Pre sent: GOP 

Held on 30 January, 1972 
in Islamabad 

Mr . M. M. Ahmad, Adviser, Foreign Loans and Consortium 
Mr . A. Kazi, Secretary, Finance 
Mr . G. Ishaq, Governor, State Bank 
Mr . I. Hossain, Secretary, ECEAD 
Mr. z. Iqbal, Joint Secretary, ECEAD 
Mr . Aziz Ali, Economic Adviser, Ministry of Finance 
Dr. M. Baqai, Joint Secretary, ECEAD 

IBRD 

Messrs . Cargill, Blobel, Wiehen, Pichler 

1. Mr. Cargill pointed out that he had asked for this follow-up session 

in order to crystallize some of the points of the discussions held the day 

before with Mr . McNamara. He mentioned that the figures on the external require-

ments had come out rather high which posed some problem. He also emphasized 

that in order to proceed expeditiously with a proposed program credit, GOP 

would have to start work right away. 

2. Mr . M. M. Ahmad asked if the new program credit would be broadly along 

the lines of the previous industrial imports credit to Pakistan. Mr . Cargill 

replied that this would be basically so, that one could imagine a somewhat more 

liberal approach, for instance including fertili.zer and other items which 

might be of importance under present circumstances. Generally, however, he 

would advise to stick to the old pattern . The intention was to aim at a credit 

in the order of $50 million, which could be disbursed as quickly as possible . 

The timing for all this was most important, and all efforts should be made to 
~ seen 
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get the credit signed before the end of June; if this should not materialize, 

then the whole matter might get tangled up in the uncertainties of next year's 

IDA allocations. 

3. Mr. Ghulam Ishaq pointed out that the scope of the imports spectrum 

would have to be quite broad in order that an effective balance of payments 

support would be achieved; this would not be the case if the credit were con

fined to a few industrial sectors, as was the case with earlier credits. Mr. 

Cargill said that this would have to be sorted out by the GOP, but in any 

case the identification of sectors and their requirements should be carried 

out as quickly as possible. A Bank mission would be scheduled to come soon, 

possible in early March. 

4. Government officials said they expected some problems to arise with 

regard to end-use, indentification and control of imports, especially for the 

items to be financed under free market transactions, given an early exchange 

reform. Mr. Blobel asked whether the Government would consider operating through 

the State Trading Corporation, but this was feld to be too cumbersome and slow. 

Mr. Cargill, in reply to a question, indicated that the Bank would certainly 

give consideration to the possibility of some retroactive financing under the 

proposed program credit, but added that he could not say whether this would 

really be possi le, or to which extent. This possibility should, however, be 

taken into account in the preparatory work. 

5. As to the timing of measures, Mr. Cargill remarked that in his view 

the first priority would be to get on with the exchange reform. It would be 

desirable to consult the IMF before an announcement, and he knew that the Fund 

would be prepared to come to Pakistan at short notice. This would not necessarily 
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mean negotiating a stand-by credit right away, but preliminary preparations 

could be made; in any case, the Fund probably would be reluctant to submit 

a stand-by proposal to its Board without prior "regularization" of the existing 

moratorium. It would be very helpful if the ~~change reform would be announced 

before the Pakistan Consortium meeting scheduled for end-February. 

6. For the Ba~~ to start its preparatory work on a new debt relief, it 

would be necessary promptly to obtain updated debt service figures on a monthly 

basis from May 1971 through June 1973; these figures should include PAYE (Pay As 

You Earn) payments which previously had been excluded. It was understood that 

even with the inclusion of PAYE numbers, there would still remain some discrepancies 

between debt records of the donors and the Government, but that these could be 

sorted out later. Mr. Aziz Ali emphasized in this context that in any case 

only GOP figures should be used for a rescheduling proposal because they would 

have to form the basis for any agreement between the Government and its creditors. 

7. As for the period to be covered by the short term arrangement, it was 

agreed that the terminal date should be kept flexible between December 1972 and 

June 1973; that is, counting from May 1971 either 20 months or 26 months. Mr. 

Cargill pointed out that the 26-month alternative would be presented to the 

Consortium but if this would meet with resistance, then we would suggest 20 

months in order to avoid unnecessary difficulties. Messrs. Aziz Ali and 

Ghulam Ishaq said that from the point of view of the Government's budgeting, 

the 26-month period would be vastly preferable since it would cover the whole 

next fiscal year, and a mid-year bre~~ would present procedural difficulties 

as next year's budget would probably have to be presented to the National Assembly. 
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8. Besides the overall question of burden sharing, Mr. Aziz· Ali raised 

the following points for consideration by the Consortium: 

(i) At which rate would moratorium interest be charged, if ·any? 

(ii) Will a medium-term repayment schedule have to be built in, or 

would a complete stand-still arrangement be acceptable? 

(iii) What assurances would be· required on debts to non-Consortium 

countries? 

(iv) What would bilateral conditions in connection with any stand-by 

arrangement be? 

9. As to the moratorium interest, the Government felt strongly that it 

should be waived altogether. Mr . Cargill said that one should not be too 

optimistic in that regard, since even a five percent limit as proposed earlier 

had not been received by the Consortium very enthusiastically. On the second 

point, Mr. Cargill agreed that too short repayment terms should be avoided. 

With regard to non-Consortium debt arrangements, ¥~ . M. M. Ahmad pointed out 

that probably nothing less than the Consortium arrangement could be expected. 

On the last point Mr. Cargill said that this would have to be left to the I MF. 

10. As to the levels of projected assistance assumed in the balance of 

payments forecast , Mr. Blobel raised some questions as to their magnitude. 

He pointed out that according to these numbers, something in the order of $280-

290 million would have to be provided in FY 1972/73 by the Consortium alone, 

of which about $110 million would be accounted for by debt relief, and the rest 

by connnodity aid disbursements. This excludes IDA assistance which is to be 

added, plus another $160 million project aid (including Tarbela) vThich altogether 
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would result in a gross flow of over .P500 million, still leaving out any food 

aid. This is, no doubt, very high for West Pakistan alone since it is about 

the same as "normal" gross inflow·s in the past for Pakistan as a whole. 

11. Mr. Aziz Ali pointed out that the gross inflow has to be seen against 

the debt service burden of about US $250 million annually which makes the net 

position less overwhelming. It should also be noted that the projected require

ments should be looked upon in a flexible manner as a sort of fall-back position 

with the intention that GOP would not ask for more, and with the understanding 

that the projections really do not distinguiSh between commitments and disburse

ments. 

12. Mr. 1-1. M. Ahmad then summarized that the primary question was whether 

the projections could be considered reasonable or not . He mentioned four 

essential points to take into account in this context: (i) the burden of 

the debt liability for East Pakistan; (ii) recognition of the transitional 

adjustment requirements; (iii) short-term requirements in eonnection with 

exchange reform; and (iv) lack of commitments from Consortium members for 

over one year. These elements should be presented to the Consortium for 

due consideration. If the Consortium could not meet these requirements, then 

certain adjustments would have to be made. 

13. As to the 1972/73 export projections, it was more or less agreed 

that they may well be on the low side, but GOP was reluctant to be too bold 

at this stage because of the many uncertainties which were still there. 

14. Regarding a footnote to the FY 1972/73 balance of payments table 

which mentions a likely requirements of project aid disbursements in the order 

of $200 million against the projected $160 million, Mr. Kazi pointed out 
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that this estimate took into account possible additional requirements for 

social programs under the new emphasis of the present Government; it simply 

should signal that some additional project aid commitments might also~e 

required and that they shoul d not be considered to be precluded entirely. 

15. It was agreed that in the short-term the emphasis in the approach 

to the Consortium should be on commodity aid, and Mr. Cargill said that the 

Bank certainly would concentrate on that. Mr. M. M. Ahmad concurred but 

mentioned as a tactical point that the impression ought to be avoided that 

requests for project aid 1-vould nmv- be shifted to non-Consortium sources; 

this was certainly not intended. 

J"".tianns Pichler / MHWiehen: kvj 
Islamabad, Pakistan 
February 4, 1972 

(typed in Washington on February 24, 1972) 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
MEMORANDUM FOR REC ~D DATE: Mar 

I.P.M. Cargill r1J_;J. 
WBG ARCHIVES 

Meeting of Pakistan Ambassador and Mr. McNamara on February 2~ 1972 

The Pakistan Ambassador called on Mr. McNamara on February 26 
to deliver a personal message from President Bhutto. This message (which 
is on the files) suggested, in brief, that the meeting of Heads of 
Delegations of the Pakistan Consortium scheduled for October 1 to discuss 
short-term debt relief should be postponed as the Government of Pakistan 
would not be able to introduce various exchange and fiscal reforms until 
April and the Government understood that the taking of these actions was; 
a condition for holding the meeting. Mr. McNamara said that in his 
conversation with President Bhutto, the President had made it clear that it 
would take a month or two to take these actions and that he (Mr. McNamara) 
had at the time expressed the view that this should not prevent the meeting 
taking place as scheduled at the end of February. Necessary agreements 
could be reached at this meeting and preparations could be made to implement 
them as soon as the Government had taken the necessary action. Mr. McNamara 
felt that the postponement of the meeting at this late stage after many of 
the delegates had already left for Washington would be open to misinterpre
tation. He did not feel that there was ·any great risk that confidential 
plans. o;f the Government would be made publi.c as ~ the purpose of the 
meeting would not require any discussion of them. 

I later drafted a message to President Bhutto from Mr. McNamara 
which, I understand, the Ambassador sent. 





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

OFFICE MEMORANDUM 
TO:Files 

H. VKehen ~ w. DATE: June 13, 1972 

FROM: :Michael 

SUBJECT:Meeting of Mr. McNamara with .Ambassador of Pakistan 

~co:::!N~F ~~~SSIFIED 

MAY 0 9 2013 
WBG ARCHIVES 

\~ 

1. On Monday, June 12, at 12:1.5 p.m., Mr. Sultan Mohammad Khan, 
newly appointed .Ambassador of Pakistan to the United States, called on Mr. 
McNamara. The .Ambassador's visit was essentially a courtesy call. 

2. The .Ambassador first inquired in general terms how Mr. McNamara 
viewed the outcome of the May 26 Pakistan Consortium meeting in Paris. 
Mr. McNamara replied that he thought it had been a good meeting indeed, and 
that he hoped that all steps remaining to make the debt relief effective would 
be taken promptly. 

3. Mr. McNamara then referred to his visit to Islamabad at the end 
of Janua~; he said that at that time Mr. Bhutto had faced tremendous prob
lems, and asked the .Ambassador what the situation was at present. In response, 
Mr. Sultan Khan described the political developments since Janua~ in some 
detail. He said strong political tensions had arisen, particularly in the two 
smaller provinces, Baluchistan and North West Frontier Province, but that 
Mr. Bhutto had dealt with them quite firmly, and the situation was now reason
ably stable and calm. The Ambassador also referred briefly to the recent 
unrest among the labor force, particularly in and around Karachi. He said that 
these labor troubles were exploited by some of Mr. Bhutto 1 s political oppon~ts, 
but he added that the labor unrest had its peak in Februa~-March and was now 
subsiding. President Bhutto was giving his full attention to the labor situa
tion. 

4. .Ambassador Sultan Khan spoke about the forthcoming meeting between 
President Bhutto and Mrs. Gandhi, scheduled for June 28. He said that it was 
extremely difficult to predict the outcome of this critical encounter. He 
cautioned that on some negotiating positions apparently held by India no 
political leader in Pakistan could yield. He pointed out that the priorities 
for items to be dealt with first before other subjects could be tackled with 
any chance of success were different on the two sides: While Pakistan would 
"Wish the return of the prisoners of war and the disengagement of troops along 
the common border to be dealt with first, India might well wish to discuss the 
future of Kashmir first, which would make for a very difficult position for 
President Bhutto. He stressed that the two armies in some places were too 
close to each other for comfort, and that some nasty incidents had occurred, 
and might happen again . He felt that as the troops were presently deployed, 
India might well try to improve their position further before the talks, and 
he did not exclude the possibility that local commanders of the Pakistan army 
might be tempted to do likewise. He said his Government has no indication that 
India would make real efforts towards a lasting settlement. Mwh would depend 
on how Mrs. Gandhi would approach the June 28 talks; if she were to attempt 
dictating a settlement to Pakistan, this would clearly not be acceptable. 

President has seen 
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5. The Ambassador repeatedly stressed the need for a face-to-face 
meeting between Mr. Bhutto and Sheikh MUjib before Pakistan was in .a position 
to recognize Bangladesh. He said that if the trials of collaborators and war 
criminals would in fact take place as now scheduled, Mr. Bhutto would find it 
extremely difficult to recognize Bangladesh. However, the Ambassador told 
Mr. McNamara that when Mr. Bhutto was in Moscow recently, the question- of 
recognition of Bangladesh by Pakistan was discussed; and on that occasion 
Mr. Bhutto had stated his intent to recognize Bangladesh, provided at least 
one face-to-face meeting with Sheikh Mujib would take place beforehand. 

6. Mr. McNamara then told the Ambassador that the proposed $50 million 
Industrial Imports Program Credit was scheduled for Board presentation on 
June 22, but that because of the delay in the IDA replenishment, the funds 
which were necessary before the Credit Agreement could actually be signed were 
not yet available. He explained that in fact IDA had had no commitment authority 
since early April of this year, and that a number of projects, including the 
proposed Industrial Imports Program Credit to Pakistan, had been or would be 
presented to the Executive Directors subject to later availability of funds. 
Mr. McNamara went on to explain the two-stage procedure of the U.S. participation 
in the IDA replenishment; he said that the authorization part had been completed 
and signed by the President, while the appropriation bill had not yet been 
passed by Congress. He added that there was agreement between the Association 
and the U.S. Treasury that legally ratification by the U.S. of the IDA 
replenishment could go forward on the basis of the authorization act and need 
not await the corresponding appropriation, but that the U.S. administration 
felt ratifying the replenishment now might well make it even more difficult 
to obtain the approval of Congress for the appropriation. 

7 • Ambassador Sultan Khan inquired whether this delay was of a routine 
nature. Mr. McNamara replied that this nnfortunately was not the case; he 
referred to the strong resistance in Congress to the traditional aid policies 
of the U.S. Government. However, in concluding the meeting, Mr. MeN amara 
expressed the hope that the appropriation bill would be passed by Congress 
soon so as not to delay for too long the signing of the Industrial Imports 
Progr am Credit to Pakistan. 

cc: Mr. McNamara 
Mr. Cargill (o/r) 
Mr. Votaw 
Mr. Melmoth 
~ Blobel (o/r) 
Mr. Pichler 

MHWiehen/lgl/kvj 
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PERSONAL BIODATA ON SULTAN MOHAMMAD KHAN 

Sultan Mohammad Khan has been Foreign Secreta~ since December, 
1969. He is one of only a few senior administrators to retain his position 
when Mr. Bhutto assumed power in December, 1971. Sultan Khan is considered 
expert on Chinese Communist affairs. He was born in 1919. He was com
missioned in the Indian Army in 1942 and has served in various posts in the 
Far East during World War II. In 1946 he was appointed to the Indian political 
service but at the time of Partition of the count~ in 1947, opted for- Pakistan. 
He has served in the Pakistan Foreign Service in Cairo, New Delhi, Rome, Peking, 
Ankara, and London. From 1962 to 1966 he was High Commissioner for Pakistan 
for the area of Canada, Cuba and other Caribbean islands. In 1966 he was 
named Ambassador to the Peoples Republic of China. In 1966 he was appointed 
Additional Foreign Secretary in the Minist~ of Foreign Affairs. 

He is viewed as being politically and culturally Western-oriented. 
He has travelled widely, including many visits to Europe and several trips 
to the U.S.S.R., the Peoples' Republic of China and the U.S. During his 
last trip to the U.S. in November, 1971, Sultan Khan met with the President, 
Secreta~ Rogers, Dr. Kissinger, and other U.S. officials. He arrived to 
take up his present position as Ambassador in April, 1972, and presented his 
credentials in May, 1972. 

JHStewart/lgl 
June 12, 1972 



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

OFFICE MEMORANDUM 
TO: Mr. Robert s. :t-1cNamara 

FROM: Gregory B. Vot,£j1\/ 

SUBJECT: Visit of Mr. Sultan Khan, Ambassador of Pakistan 

DATE: June 8, 1972 

1. The newly appointed .Ambassador of Pakistan, Mr. Sultan 
Muhammed Khan, SPk, SQA, PFS, is scheduled to call on you Monday, 
June 12 at 12:1). I do not believe that he will raise any points of 
substance, however, a brief outline of the current status of our 
operations in Pakistan is given below: 

2. Exchange Reform 

On May 11, 1972 Pakistan announced a far reaching exchange 
reform, setting the new par value at Rs . 12 per SDR, or Rs. 11 per 
US dollar, abolishing the multiple exchange rate system, and a 
complementa~J program of import liberalization measures . On May 18, 
1972, the IMF agreed on a standby in the amount of SDR 100 million . 

3 . Operations - Fiscal Year 197~ 

The proposed Industrial Imports Program Credit of US $50 
million is scheduled for consideration by the Executive Directors on 
June 22 . This is the only operation in the current year . The 
President's Report on this credit proposal contains an up-to-date state
ment on the economy of Pakista11. 

4. ~rations - Fiscal Year 1973 

1Vhen Michael Wiehen visited Islamabad last month he reviewed 
with the Government the possibilities for IDA lending as well as for 
our future economic work (a copy of Wiehen 1 s letter to Iqbal Hosain, 
dated April 19, 1972, Attachment 1) . The Government has not yet 
established its sectoral priorities and agreement on projects to 
be aided by the Bank Group is unlikely to be reached before July or 
August, after the budget for FY73 and interim annual development 
plan have been issued . There may be a need for another program 
credit in FY7 3. 

5. Economic ~Jork 

A general economic mission is scheduled for September. In 
addition, a staff member will join the IMF mission which will visit 
Pakistan in July to review the 1972/73 budget and reach understandings 
on the credit ceilings to be established for the period after June 30, 
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1972. A mission reviewing the electr ic power sector is in Pakistan 
at the moment; other sector missions (particularly cotton and livestock) 
are being prepared. 

6. Old Loans/Credits 

The Government of Pakistan for the time being is continuing to 
look after all Bank/IDA debt service payments including those attributable 
to projects in East Pakistan. The status of loans and credits, as at 
April 30, 1972, is given in Attachment 2. 

7. Debt Relief 

(a) Short Term 

The Consortium at its meeting on May 26 reached the following 
understanding with Pakistan. 

(i) Provision of short term debt relief covering approxi
mately $234 million for a period of 26 months, May 
71 - June 73 . The press release of that meeting 
and an Agreed Minute descr ibing the gener al under
standing are in Attachment 3. 

( ii) The bilateral agreements carrying out this general 
agreement are expected to be negotiated and 
concluded shortly. 

(iii) The need for reaching similar agreement with non
Consortium countries was discussed and the Pru{istan 
authorities undertook to pursue this issue. 

(b) Long Term 

As soon as these bilateral agreements are finalized, we 
intend to begin preparatory work for a longer term debt 
rescheduling agreement . 

8. Commodity Assistance 

To complement the short term debt relief measures referred to 
above, several of t he Consortium members indicated their readiness to 
resume commodit,y assistance to Pakistan; for detail, see memorandum 
dated June l and 5 in Attachment 4 (these had been sent to you earlier). 

JHStewart/MHWiehen:kvj 
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INTERNATIONAL BA.NK FOR RECONSTRUCTION AND DEVELOP.MENT 
C..ble AJ.L. ... -ISTBAF~AD 

INTERNATIONAL DEVELOP~1ENT ASSOCIATION 
CaiJ• ..u.L .. o-ISDEVAS 

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

Mr. S. S. Iqbal Hosain 
Secretqry 

A- Cod.. 202 • Tol.ph..-- EXecutive 3 ·6360 

Economic Coordination & 
External Assistance Division 

Government of Pakistan 
Islamabad, Pakistan 

Dear Hr. Iqbal Hosain: 

April 19, 1972 

The members of our recent Industrial Imports appraisal mission have 
returned to Washington and are now writing their report. He all hope that 
the stage 1vi_ll be set soon by action at your end so that 1v-e may process this 
credit for early completion, perhaps before the end of the CliTrent fiscal 
ye_ar. Assuming that this is so, I feel that it vJould be helpful both to you 

· and to us if -v;e could have at an early date a general discussion on a broad 
·range of subjects concerning the Bank Group's activities in Pakistano I am 
tentatively scheduled to visit Islamabad for a fetv days in mid-Hay'" · On that 

. occasion I -vrould like to spend some time 1vi th you and your colleagues talking 
about the present status of current Bank and IDA operations, as well as 
possible future Bank Group activities. 

Future Lending Operations 

2. As for future lending operations, 1-Je t·rl.ll of course have to t:hink 
primarily in terms of IDA credits. I doubt very much that under the present 
circumstances any Bank loans could be considered. It is also ve~ difficult 
to talk with any great certainty about the best use for IDA fQDds, consider
ing that 1-1e don 1 t lmo't·! at this stage how nm.ch IDA money v.d..ll be available in 
general, and how much -vr.i.ll be 'earmarked for lending in Pakistan in the next 
two or three years, and considering further that there might be a prima facie 
case for another industrial imports credit. Hov:ever, despite these uncertain
ties, I think it would be useful if 1v-e could together revie;;v- all project pro
posals that might be sui t able for IDA financing o I &11 c.vrare that your Govern
ment is now reassessing previous development plans, and that the investment 
priorities may not have been fully determined by the time of my visito Never
theless, I 1-vould consider it very useful to have such discussions soon; even 
though the determination of priority among individual proj ects may be tenta
tive, it -vmuld be most interesting for us to hear of the sectoral and regional 
priori ties. 

3. As you know, we have listed in our Monthly Operational Summary for 
some time five possible projects, and over the last yea r or so you have sent 
us additional project propos als -vrhich 1v-e were unable to process. As a result 
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1 of the present reassessment of development priorities by your Government, 
other high-priority projects suitable for IDA financing might be selected 
which you m~ ~sh to substitute for project proposals submitted to us 

teP earlier. I hope that we could have at least a preliminary review of all 
possible projects. 

· 4. _ We had already appraised two projects for Bank Group financing; a 
··tr'ansmission project for KESC and a second phase of the Lahore Water 'and 
Sewerage project. The KESC project clearly needs redefinition, assuming that 
the Asian Development Bank -vnll provide financing not only for generation 
facilities, but also for urgent elements of the transmission and distr-lbution 
netvmrk. The Lahore 1vater project may also need modification; partly to take 
into account -v:orks taken in hand in the last fe-vr months, and partly to reduce 
the scope of the project in case Sweden should not join IDA in financing this 
project. In addition to these two projects,- we had appraised a SCARP project 
(Panjnad.:..Abbasia), vJhich we understand was ~thdra-vm by the au-shorities of the 
Gover.runent of the Punjab; engineering work to prepare the ne .t phase of 
Karachi Port construction, financed v..rith an IDA engineering redit, is near 
completion and the decision whether or not to go ahead witt this project will 
have to be made fairly soon; and we had also for some tim considered lending 

, some more money to PICIC. These are the five projects -vrhich have been listed 
· in our Monthly Operational Summary. 

5. In addition, you have submitted various other ~ ..L."'oject proposals to us 
during the last year or t-vro, most of them in an early stage of preparation. I 
am thinking here of the Gandaf Tunnel/Pehur Canal proj~ct, Phase I of the civil 
works for Tarbela Po1\Ter House Units S to 8, the proposal of SGTC to expand its 
pipeline capacity from Sui to Karachi, and the 1rJPIDC Hultan Fertilizer project. 
The information available to us on all of these proposals varies from case to 
case, but it appears that each one of these projects could be considered 
seriously. I enclose as Annex A a list -vnth a few notes on each one of these 
projects, hoping that this might facilitate our review of them. 

6. With the limited IDA funds that are likely to be available in PakLstan 
under the best of circumstances, it is clearly impossible to support all of 
these projects in the near future. You may indeed 1-Jish to consider submitting 
some of them to other lenders (like the Asian Development Bank) in case illA 
financing should not be available, or at least not as early as you wish. 

FUture Economic 1-Jork 

7. As you lmo1-1, we issued our last economic report in July, 1970. We 
have novr tentatively scheduled an economic mission to visit Pakistan in Septem
ber of this year. In preparation for that mission, ·He may attach one or t1-ro 
econonti.sts to the IMF mission planned for July. In addition, rJ'e are scheduling 
a number of other missions dealing uith specific aspects of Pakistan's economy. 
The PoHer Sector Revie1-1 mission is alre-ady in Pakistan. In mid- Nay, we would 
like to send t liO or three people to discuss 1vi th authorities in Islamabad and 
possibly in Lahore, Karachi, Pesha1·rar and Quetta the recommendations of the 
Transport Coordi nat i on Study for We st Paki s t an, and to deter mine the most use
i'ul action to be t aken in t his field n oH. We are also considering to s end in 
August or Sept ember of this year a f ai rly large mission to prepare a comp rehen
sive revieu of the cotton sector, including t he agricultural as well as the 
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industrial side. We are right now studying your cormnents on the 1970 report 
'of the Indus Basin -- Agriculture Revie1v Mission 1-rhich we received on March 20; 
it m~ be desirable to up-date the findings of that report in the light .of the 
developments during the last t\-ro years. It is because of the high priority 
that vre attach to these missions, particularly the cotton sector revie1..r, that 
we feel the comprehensive livestock sector review which '\vas originally planned 
for last year should not be underta.l.cen until about a year from now. As soon as 

· the report of the Power Sector Revie1v mission is available, we will ?].so pre-
.. pare plans for an over-all review of the total ·energy sector of Pakistan, which 

would focus on all available energy resources. I assume that this will also 
ta..'ke place some time in 1973o I would very rrruch welcome any comments you may 
wish to make on these plans. 

Current Bank/IDA operations 

8. While -vre should also discuss on the occasion of rrry visit the present 
status of Bank and IDA projects located in West Pa.Jd.stan, I -vrould particularly 
like to discuss with you in some detail future action to be taken with regard 
to projects located in East Pakistan as 'Hell as loans and credits for bene
ficiaries 1.rhich until recently were -doing business in both East and West 
Pakistan. As regards projects located in East Pakistan, there were 12 active 
projects 1-r.i th a present undisbursed balance of $95.6 million. As you lmow, 
disbursements on these .projects were suspended on December 29, 1971. As we 
indicated to you in our cable of December 29, 1971, notifying you of the sus
pension, the BmL1.c and IDA are prepared to mal.ce further disbursements under 
these projects if your Government submits the appropriate 1·ri. thdra1val applica
tions. I have v~itten to you on this subject tw~ce, on }~rch 15 and ·again on 
April 13, advising you of all the claims that contract ors, consultants and 
suppliers have submitted to us. As you are aware from a memorandum of 1·1r. 
McNamara to the Executive Direct·ors dat~d April 4, 1972 (R72-74; copy enclosed 
for easy reference), we expect to receive from Bangladesh, if and when it be
comes a member of the Association, requests to provide financial assista..nce for 
the completion of on-going IDA projects; in the meantime, Sl7eden will pro".,ride 
interim financing to carry on 1-r.i th most of these projects pending completion 
of membership procedures for Bangladesh. Obviously, if and when ne1·r credits 
for these projects are made to Bangladesh, the undisbursed amounts under the 
12 ·credit agreements ,,ii_ th .PaJd.st~"1 concerning projects located in East Pakistan 
will have to be cancelled. During my forthcoming visit I 1-muld very much like 
to reach a general understanding lvi th you as to 1·Jhich of the claims. that have 
arisen prior to December 29, 1971 should be paid out of the existing credits, 
so that we can prepare the action necessary to cancel the amounts not likely 
to be needed. Incidentally, the above memorandum of Hr o McNamara received the 
fUll support of the Executive Directors when they considered it at their 
meeting on April 18o 

9. Regarding projects ui th components in both 1-rings, the headquarters 
of project institutions or agencies (the T & T Department, the Agricultural 
Development Bank, the Industrial Development Bank and PIC I C) are no1·r all located 
in West Pakistan, and the Hest Pakistan portions of the projects are continuing, 
with disbursements taking place in the normal manner. In all of these cases 
the question arises 1-1hether undisbursed amounts originally destined for East 
Pakistan should be reallocated for use in West Pakistan. The criteria to 
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consider in this context are, in each case, the amount rema2n1ng undisbursed, 
the original intentions as to the sharing of the loan or credit between the 
two wings, the existence of important and urgent uses in West Pakistan for 
the remaining undisbursed amount, and the possibility to utilize the full · 
credit without extending the period of disbursement unreasonably long. V.Te 

- exbect to send supervision missions soon to review these questions ~th regard 
to the Industrial Development Bank project and the two telecommunications 
credits. The case may be a little easier with regard to the last PICIC loan 
and the credit for the Agricultural Development Bank. Nevertheless, I 'WOuld 
like to review all of these cases with you bef_ore 1-1e prepare the appropriate 
recommendations to our Executive Directorso 

10. I hope ve~ much that we vnll have sufficient time to consider all 
of th~se matters at some legnth during my fo"rthcoming visit. I am looking 
forward very nruch to seeing you and your colleagues on that c casion. 

~th kind personal regards, 

Enclosures 

be: Mr. S. Osman Ali 
Mr. H. R. Malik (Pakistan Embassy) 
Mr. C.G.F.F. Melmoth 
Hr. G.B. Votavr 
Mr. M.G. Blobel 
Islamabad Office 

Michael H. Wi, ~hen 

... 

-
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THE STATUS OF BANK GROUP OPERATIONS IN PAKISTAN 

}. STATEMENT OF BANK LOANS AND IDA CREDITS 
(as at April 30, 1972) 

Amount (US $ ¥~llion) 
Loan or Less Cancellati~ns 

Credit Undis-
Number Year Borrower Purpose Bank IDA bur sed ----

Loans and credits fully disbursed 352.8 222.9 . 
Loans and credits being disbursed 

266 1960 Pakistan Indus (multipurpose) 90.0 18.5 
so 1964 Pakista.-'1 Education 8.5 3-3 

376 1961~ Karachi Port Pol~ Development 17.0 4.3 , 54" 1964 Pakistan Highways 17.0 1.4 , 106 1967 Pakistan Lahore Water Supply 1.8 0.01 
548 1968 Pakistan Tarbela (multipurpose) 25.0 25.0 

t 549 1968 Dawood Hercules Fertilizer 32.0 0.002 

' 
578 1968 Pa..'<:istan W.P. Highways II 1.1 0.1 

t 145 1969 Pakistan Teleco~munications 16.0 6.8 
t 590 1969 PICIC Industrial Development 40.0 J.8 
! 597 1969 SNGPL Sui Northern Gas II 8.0 0.2 

I 621 1969 · Pzkistan \-'/estern Railway 14.5 9.7 
157 1969 Pakistan Agricultural Bar~ III 30.0 13.3 

1 
177 1970 Pal<:istan Ind. Development (IDBP) 20.0 11.6 
696 1970 SNGPL Sui Northern Gas III 19.2 6.7 
S-9 1970 PaKistan Port Engineering 1.0 0.6 
186 1970 Pakistan Telecommunications II 15.0 15.0 
206 1970 Pakista..'1 Engineering Education 4.0 4. ·'J 
213 1970 . Pakistan W.P. 'Power Distribution 23.0 23.0 

Sub-Total 2I"ib."B" 136.3 147.31 

Credits on which disbursements are suspended 
41 1963 Pakistan Dacca \'later Supply 13.2 7.2 

t 42 1963 Pa.'<:istan Chittagong Water Supply 7.0 3·7 

l 
49 1964 Pakistan Education 4.5 0.8 
53 196)4 Pal<:istan Highways 22.5 18.9 

I 
83 1966 Pakistan Foodgrain Storage 19.2 0.8 
87 1966 Pa'<:istan Education II 13.0 9.0 

S-8 1969 Pakistan Dacca SW Irrigation (Eng.) 0.8 0.06 

I 

S-10 1970 Pakistan Irrigation Engineering 2. )_~ 1.1 
184 1970 Pakistan Chandpur II Irrigation 13.0 12. )_~ 
192 1970 Pakistan Small Industries J.O 2.8 
208 1970 Pakistan Tubewe11s 14.0 - . 13.9 

I 
228 1971 Pakista..'1 Reconstruction 2S.o 25 . 0 

SUb-Total - 137:-;) 9::> · ·':J6 
'l'otal 599.6 496 . 8 
Of \fuich Has Been Repaid 171.1 0.1~5 
Total Now Outstanding ~ 496.); 
.Amount Sold 22.3 
Of Which Has Been Repaid 20.8 1.5 
Total Now Held bJ Bank & IDA - . 427 · ·~ 496.35 

Total Undisbursed 68.3 ..1.71! . 67_ 242.97 
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International Bank for 

R~construction and Development 
66 . AVENUE 0 I!:NA, PARIS XVte . TEL. 720 25.10 TELEX: INBAFRAD 62164 F 

PRESS RELEASE 
For Immediate Publication 
Nay 26, 1972 SUBJECT: Pakistan Consortium 

Governments and institutions concerned with development assistance to 

Pakistan met in Paris on May 26, 1972 under the chairmanship of the World 

Bank. The meeting was attended by representatives of the Governments of 

Belgium, Canada, France, Germany, Italy, Japan, the Netherlands, Norway, 

Sweden, the United Kingdom, and the United States. The International 

Monetary Fund, the Asian Development Bank, OECD/DAC, and Switzerland were 

also represented. 

The Pakistan delegation was led by Mr. H.N. Ahmad, Advisor for Foreign 

Loans and Consortium, Government of Pakistan. 

The meeting was convened to conclude an agreement on debt relief and 

to consider Pakistan's request for new commodity assistance in support of 

its efforts to increase the pace of development. 

The leader of the Pakistan delegation described the performance of the 

economy in the recent past and outlined the policies adopted for improving 

the balance of payments and the internal financial situation. He stated 

that as part of the program for progressively improving the mobilization of 

domestic and foreign resources and the efficiency of their use for develop

ment, Pakistan had recently introduced an exchange reform and adopted other 

economic and financial measures in support of which the IMF had extended a 

standby arrangement. 

The members of the Consortium welcomed the measures taken by the 

Pakistan authorities to improve the economic situation and expressed the 

hope that they would pave the way for sustained progress of the economy. 

The member countries of the Consortium reached an understanding with 

Pakistan to provide short-term debt relief to Pakistan in an amount 

approximately equivalent to US$234 million over a period of 26 months 

ending June 30, 1973. This provides the basis for bilateral agreements 

or arrangements for which negotiations are to commence shortly. 

Members of the Consortium also agreed to provide additional support to 

Pakistan primarily in the form of commodity aid. Several members were able 

to indicate at the meeting the magnitude of assistance they were prepared 

to give, while others expected to do so shortly. 



1. 

Agreed Minute 

Regarding Debt Relief to 

Pakistan 

RESTRICTED 

May 26, 1972 

Following an earlier meeting in Washington on March 1, 1972, 

representatives of the member countries of the Pakistan Consortium 

reconvened in Paris on May 26, 1972 under the chairmanship of the 

International Bank for Reconstruction and Development (the Bank) to 

consider the request of the Government of Pakistan for debt relief to 

alleviate its balance of payments difficulties. Representatives of 

Belgium, Canada, France, Germany, Italy, Japan, the Netherlands, Sweden, 

the United Kingdom and the United States of America (the participating 

countries) attended the meeting. The International Monetary Fund, the 

Asian Development Bank, Norway and Switzerland were also represented. 

2. The representatives of PaKistan described the performance 

of the economy in the recent past and outlined the policies adopted for 

improving the balance of payments and the internal financial situation. 

They stated that as part of the program for progressively improving the 

mobilization of resources, both domestic and foreign, and the efficiency 

of their use for development, Pakistan had recently introduced an 

exchange reform and other financial reforms in support of which the I.M.F. 

has extended a standby arrangement. They emphasized that Pakistan would 

continue to exercise strict control over the external indebtedness of 

the country. 

3. All present at the meeting took note of the policies 

adopted and agreed that, with support from the Consortium and other sources, 

a basis exists for the recovery of the economy and the resumption of 

development at a pace commensurate with Pakistan's needs. 
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4. The participating countries stated that their Governments 

or appropriate government agencies would, without delay, commence 

negotiations with the Government of Pakistan with a view to the provision 

of debt relief in accordance with the principles set forth in the follow

ing paragraphs. The Government of Pakistan agreed that the principles set 

forth below were an acceptable basis for such negotiations. 

5. The representative of France stated that his Government 

(a) Expresses reservations about the fact that an additional 

effort is demanded of Pakistan for the settlement of its 

debt to the benefit of certain creditors and cannot 

accept such a discrimination between the different 

interested countries, a discrimination which it 

considers is economically unjustified and contrary to 

the principle of equality of treatment as formulated 

in paragraph 8(f); 

He observed in this respect that such a divergence 

from the usual rule of debt consolidation proportionally 

to the debt cannot be based on an incomplete examination 

of the conditions of aid, which does not take into 

account grants nor the proportion of credits relative to 

the value of exports paid in cash; 

(b) Invites the World Bank to submit to the creditor countries 

a plan for the regional distribution of the final debt 

burden which should take into account the reservations 

expressed by Pakistan on this subject; 

(c) Accepts, at the request of Pakistan and in order not to 

create an obstacle to the present debt relief 

arrangement, to receive, on the basis of the present 

arrangement, the service on French credits subject to 

the moratorium; such an arrangement between France and 

Pakistan, however, can only be a temporary one, in a form 

yet to be determined, as long as the principle of equality 

of treatment of all creditors is not respected. 
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The representative of the Netherlands stated that his 

Government did not share the views expressed by the representative of 

France as recorded above. 

6. The Government of Pakistan and the participating countries 

agreed that Pakistan will withdraw its temporary suspension of conversion 

of certain maturities which has been in effect since May 1, 1971. 

7. The representatives of the participating countries agreed 

that their Governments would arrange for debt relief to be made available 

to the Government of Pakistan in an aggregate amount approximately equivalent 

to U.S. $234 million on ·payments of principal and interest in arrears or 

falling due between May 1, 1971 and June 30, 1973 (the consolidation period). 

The share of each participating country in the total amount of relief to be 

provided is shown in Annex A to this agreement. These shares have been 

computed in accordance with the principle that: 

(a) Belgium, France, Germany, Italy and Japan would 

contribute proportionately to their shares in total 

debt service payments due to all bilateral creditors 

in the Consortium; 

(b) Canada, the Netherlands, Sweden, the United Kingdom 

and the United States of America would contribute 

according to a formula whereby 20 percent of the total 

amount of debt relief is shared among the countries 

listed in (a) above, and 80 percent among all lenders 

in equal proportion to the debt service due to them. 

In this way, practically every creditor will receive payments at least equal 

to the amount of interest due during the consolidation period. 

The participating countries agreed that the method of 

calculating their shares for the present debt relief will not constitute 

a precedent for any other debt rescheduling including the long term 

rescheduling of Pakistan's debt referred to in paragraph 12. 
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8. Each of the participating countries will enter into a bilateral 

agreement with Pakistan providing for debt relief in accordance with the 

following principles: 

(a) The bilateral agreemen5 will make use of rescheduling 

or refinancing or any similar method at the option of the 

participating country. If the refinancing method is 

used, disbursements will be made no later than the date of 

the relevant payments of principal and interest. 

(b) The debt relief arrangements will, to the extent possible, 

include amounts in arrears from the period May 1, 1971 

to the date on which bilateral agreements take effect. 

(c) The participating countries shall, in consultation with 

Pakistan, determine what types of credits will be 

included in the rescheduling or refinancing to meet the 

shares required, and how payments, which Pakistan will · 

continue to make, should be applied. 

(d) The rate and terms of the interest to be paid on such 

debt relief will be determined bilaterally between 

Pakistan and each participating country at the lowest 

possible rate, but not to exceed a weighted average 

of 5 percent per annum. 

(e) Repayment by Pakistan of the amounts granted under such 

debt relief will be made over a period of three years, 

beginning July 1, 1974, in roughly equal amounts each year. 

(f) The Government of Pakistan will grant each of the part

icipating countries treatment which will be no less 

favorable than that which may be accorded to any other 

creditor country for the consolidation of comparable debts. 
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9. The representatives of Pakistan declared that their 

Government would: 

(a) Resume payments according to original schedules on 

all loans and credits not included in the rescheduling; 

(b) Pay any arrears not included in the rescheduling 

without delay after bilateral agreements are signed; 

(c) Guarantee the free transferability of payments 

relating to the debts covered by the present provisions; and 

(d) Enter into negotiations as soon as possible with creditors 

of Pakistan outside the Consortium to complete arrangements 

for relief on comparable debts on terms no more favorable 

to such creditors than those contained in this note. 

10. The participating countries noted the statement of the 

representatives of Pakistan that the Government of Pakistan would provide 

prompt, fair and equitable compensation to the nationals of participating countries 

whose assets have been nationalized. 

11. Noting that the Government of Pakistan is continuing to carry 

for the time being the liability for servicing all external debt incurred by 

Pakistan prior to December 1971, the representatives of the participating countries 

declared that the arrangement set forth in paragraphs 7 and 8 above is based on 

the amount of liability presently carried by the Government of Pakistan. 
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12. The representatives of Pakistan expressed the desire of 

their Government for negotiations with the participating countries leading 

to a long-term agreement on debt relief to be concluded before the first 

principal payment falls due on amounts rescheduled under this note. 

The representatives of the participating countries agreed to propose to their 

governments that this request be considered favorably taking into account 

the situation of Pakistan at that time. The participating countries also 

stated that consideration of any proposal for long-term relief would have 

to be based on adoption and implementation by Pakistan of a suitable economic 

program for development. 

13. The participating countries and Pakistan will keep the Bank 

informed as the bilateral agreements referred to in paragraph 8 are being 

negotiated and concluded; the Bank in turn will from time to time circulate 

to the participating countries all information so received. 

(Manfred Blobel) 

European Office 

Paris 

~~~ L 

(M.M. Ahmad) 



ANNEX .A 

ESTIMATED ~HARES OF PARTICIPATING .COUNTRIES 

Country Share 
us $ million 

Belgium 0.739 

Canada 6.510 

France 17.978 

Germany 62 0 340 

Italy 17.842 

Japan 41.995 

Netherlands 3.242 

Sweden 0.340 

United Kingdom 32.445 

United States 50.092 

233.523 

Lt. 
' 

.- I 

?1-t.. ':1.) . )) 

. . 
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TO: 

FROM: 

SUBJECT: 

lN..:fERNA TI ON AL DEVELOPMENT I . I N TERNATI ONAL BANK FOR _ 
ASSOCIATION RECONSTRUCT I ON A D DEVELOPME '.T 

IN,lRNATION AL FINANCE 

OFFICE MEMORANDLJM 
C~ORATION ~ 

\r&>~ 

Mr. J. Burke Knapp D A T E: June 5, 197 2 

Gregory B. Vot;r~ Attachment 4 

PAKISTAN - Consortium Pledges of New Commodity Assistance 

1. The consortium meeting of May 26 was not entirely conclusive ' 
insofar as commodity aid for FY73 is concerned. This results partly from 
the meetings preoccupation with the details of a formal agreement on the 
$234 million of interim debt relief which was finally confirmed in an aide 
memoire which I sent to you a few days back. The other reason for the un
certainty regarding .new commodity aid is that the meeting took place very 
soon after the long-heralded and frequently postponed exchange reform. 

~I th,ink we can reasonably_. ~~p~c..t_supplem_entary ac:_~ion over and above in
tiffiations given in Pari~ ~~g the next f~~ mont~ 

2. As you will see from Pichler's summar~which I attach, firm pledges 
amounting to roughly $84 million were announced at the meeting along with 
$24 million reallocated or unblocked out of earlier commitments. In 
addition, France, Italy and Japan together are expected to offer $20-25 
million. These amounts together with $50 million proposed from IDA 
come fairly close to the target of $180-200 million which the Bank staff 
proposed to the consortium. 

Total 

Pledges from 6 consortium countries 

Unblocking announced by 4 countries 

New pledges from 3 countries 

IDA 

US$ milfion 

188 

84 

24 

20 

60 

3. There seems to be a fairly general consensus that this volume of 
aid plus interim debt relief will be sufficient to support the probable 
requirement of aid financing for imports during the coming year. In fact, 
our economists and those in the Fund seem to feel that the "gap" has been 
exaggerated and will not be quite as large as official foreasts now indicate, 
since those forecasts all incorporate a substantial cushion for contingencies 
as is appropriate in a situation of so much uncertainty. 

Attachment 

cc: (w/attachment) 

GBVotaw:jw 

, - . , 



TO: 

FROM: 

SUBJECT: 

IN TERNATION AL DEVELOPME T I INTERNATIONAL BANK FOR . I INTERNATIONAL FINANCE 
ASSOCI ATION 1 RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Gregor.y B. Votaw 

.A 
DATE: June l, 1972 

J. Harms Pichler : ) -
·~-· 

Pakistan Consortium - New Comrnod.i ty .Aid Pledges 

1. Pledges of new commodity assistance (excluding food aid) to 
Pakistan were given at the Consortium meeting on May 26 by the following 
member countries: 

1/ 
-;- ,f"~ ~' 

(U~$ million)-
I --~-~ -· ---

United States 60.0 

United Kingdom 10.4 (+7.8) 
2/ 

Netherlands 5.0- ( +8. 0) 

Canada 5.0 ( +5. 0) 
3/ 

Norway 1.~ 

Belgium 1.7 

France 

~/ 

(+3.0) 

TOTAL 83.6 (+23.8) 

Figures in brackets indicate additional availability 
from existing commodity aid pipeline as well as re
allocation or "de-blocking" of earlier commitments. 

"New" amount is, in fact, reinstatement _of hitherto 
uncommitted pledge of 1971. 

Estimated availability in calendar 1973 out of an 
average annual total of US$ 4 million for both 
Pakistan and Bangladesh under - a 5-year (1973-76) 
program amounting to US$ 20 million, the greater share 
of which is expected to be allocated for Bangladesh. 

2. An additional indication in the order of US$ 20 million was 
given informally by Germany which amount coUld not be officially pledged 
because of the German Government's present stalemate on the budget; there 
is little doubt, however, that those funds would become available in due 
course. 



I 

Mr. Gregory B. Votaw - 2 - June 1, 1972 

3. Japan, Italy, France were not in a position to make concrete 
pledges at the meeting, but indicated that additional commitments were 
under consideration. As a rough estimate these could yield another US$ 20 
to 25 million (merely assuming, based in part on past record and allo~ng 
for adjustments in view of the changed overall situation: Japan 10, 
France 8, Italy 5) • . 

5. Sweden was the only member stating that no new commitment could 
be expected for the next fiscal year. 

6. The above amounts -- including estimates for still outstanding 
formal · pledges --come to an aggregate total of US$ 126.6 million in anti
cipated new bilateral commodity aid commitments. To this, the proposed 
IDA program credit is to be added bringing the overall potential availability 
to US$ 176.6 million or close to the target of US$ 180 million as contained 
in the IBRD proposal to the Consortium. (In view of the del~ which has 
occurred since the time of the orig:inal proposal, actual disbursements 
during fiscal 1972/73 are novl likely to fall short of the above amount.) 

cc: Messrs. Blobel 
-utliehen 





TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Memorandum for the Record DATE: September 29, 1972 

J. H. collier jJ!.tb-
Meeting between Pakistan Delegation and Mr. McNamara 

1. The Pakistan Delegation met with Mr. McNamara at 2:30 on Tuesday, 
September 26. The Delegation consisted of Mr. Qamarul Islam, Deputy 
Chairman of the Planning Commission, Mr. A.G.N. Kazi, Finance Secretary, 
Mr. Ghulam Ishaq Khan, Governor of the State Bank, and Mr. M. M. Ahmad, 
Executive Director, IBRD. Present for the Bank were Messrs. McNamara, 
Knapp, Cargill, Diamond, Collier and Ljungh. 

2. Mr. McNamara opened with a general question on the state of 
affairs in Pakistan. Mr. Qamarul Islam replied by saying that the si tua
tion was what one might expect in a countr,y which had lost a war and a 
large part of its terri tory. The national psyche had been hurt. He then 
went on to review the measures which the Government was taking to make a 
new start, including the establishment of a new constitution, the measures 
of economic reform, and generally, the movement of the country along social
ist lines. He admitted that there was a temporary economic recession but 
claimed that the private sector was beginning to recover some confidence, 
although it would have to adjust to the fact that the period of relentless 
pursuit of GDP was over and that the private sector could no longer expect 
to receive the virtually unlimited profits which it had sometimes received 
in the past. 

3. Mr. McNamara then turned to the question of the Bank 1s future 
lending program and emphasized the importance he attached to the prepara
tion of the new projects for financing. The Delegation replied that there 
were a large number of projects requiring financing, and Mr. McNamara said 
he did not doubt that there were many project needs; what concerned him 
was that work should be going on to bring them to the point of financing. 
Mr. Qamarul Islam said that the preparation of projects was going ahead, 
and he made specific mention of fertilizer, the expansion of power capacity 
at Tarbela, and SCARP projects. He then raised the question of the scale 
of lending, and Mr. McNamara said that, in his view, $50 million per year 
was the sort of figure he had in mind, and hence, to allow for a slippage 
factor of around 50 percent, there should be approximately $75 million 
worth of projects per year in the pipeline. 

cc: Mr. McNamara 1s Office (2) 
Mr. Cargill 
Mr. Diamond 
Mr. Weiner 

JHCollier: ck n 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert s. McNamara (through ~ --~ DATE: January 2, 1974 

J 
-l/ ] . Mr. WilliarnyYmond) 

J .H. Collier tx i..-~1!,~ · FROM: 

~ 

SUBJECT: Visit of Sahabzada Yagub Khan, Ambassador of Pakistan 

~1. Sahabzada Yaqub Khan, the newly appointed Ambassador of~~. 
C, .. v. ~·~ Pakistan to the United States, will be meeting you at 6:30 p.m., 
~~ Thursday, January 3· As far as we know, this is a courtesy callz we 

do not know whether the Ambassador has ru1y specific problem which he ~ 
intends to raise. What follows is therefore general background informa-
tion on the current state of our relations with Pakistan. 

Lending Program 

2. Our lending program for FY74 amounts to US$110 million, of 
which US$ 50 million consists of IDA credits and US$60 million Bank 
loans . It is made up of four projects, two of which will be financed 
of IDA credits and two by Bank loans. The two IDA credits will be a 
US$35 million credit for a flood rehabilitation program and a US$15 
million credit for a new oil terminal at Karachi port. One of the Bank 
loans, a US$25 million loru1 for an industrial investment project to be 
administered by PICIC, was approved on December 20. The other is a 
US$35 million loan for the Multan fertilizer project. 

3. The total amount of lending is larger than was planned at the 
start of this fiscal year by reason of the flood credit . You will recall 
that, in order to provide some funds to assist Pakistan to cope with the 
flood, we decided to make a Bank loan instead of an IDA credit for the 
Multan fertilizer project, thus releasing some IDA funds for a credit 
for flood rehabilitation. Mr . Chadenet went to Pakistan as "co-leader11 , 

with Dr . Victor Umbricht, the Special Representative of the UN Secretary 
General, of a joint UN-IBRD mission to assess the damage caused by the 
flood and to make recommendations on the need for assistance. Mr . Chadenet 1s 
report is now virtually finished, and we expect to begin discussions with 
the Pakistanis about the proposed credit on January 14. Mr . Chadenet was 
impressed with the way in which the Pakistani authorities had been able to 
cope with the immediate effects of the flood. Even though the first re
ports about the flood were exaggerated, the damage was nevertheless exten
sive. The mission estimates that the adverse effect of the flood on the 
balance of payments this year (July 1973 to June 1974) is likely to be 
about US$300 million in reduced exports and increased imports together. 
It is fortunate for Pakistan that the flood occurred at a time when 
Pakistan ' s exports were doing unusually well and her foreign exchange re
serves were at a fairly comfortable level. 

External Debt 

4 . · Last July, the members of the Pakistan Consortium agreed to pro
vide debt relief amounting to approximately US$110 million to Pakistan on 
account of debt service due in FY74. They also agreed (a) that after 

President ha ee 
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June 30, 1974, they would not look to Pakistan to service debts on account 
of projects "visibly located in Bangladesh", and (b) that they would be 
prepared to consider the case for providing long-term debt relief to 
Pakistan. 

5. In September, Bangladesh armounced that it would be prepared to 
enter into discussions with creditors regarding debt which had been in
curred on account of projects visibly located in Bangladesh. Creditor 
countries are therefore now preparing lists of the debts which they con
sider to be on account of projects visibly located in Bangladesh, and as 
soon as they have done so, they will begin discussions with the Bangladesh 
authorities. We have also prepared a list of the Bank loans and IDA 
credits which we regard as having been incurred on behalf of Bangladesh, 
which we have given to the Bangladesh authorities. We have also appointed 
a negotiator, Mr. Douglas Fontein, who plans to visit Bangladesh this 
month, in order to initiate discussions on our behalf. We hope that 
Bangladesh will agree to take over the loans and credits as we have listed 
them. However, we have made it clear to Pakistan that we shall be able to 
relieve P&cistan of any obligations only as and when Bangladesh actually 
takes them on. In this respect our position differs from that of the 
country members of the Consortium. The Pakistani authorities understand 
this point. 

6. As regards (b) above, we are preparing a proposal for long-term 
debt relief for Pakistan. We hope to have an initial discussion of our 
proposal ready for discussion by the Consortium members in mid-Februar.y, 
after which we may be able to give Pakistan an indication of the kind of 
debt relief which the Consortium is prepared to consider. 

Economic Mission 

1. An economic mission was in Pakistan in November. It has come 
back with a generally favorable impression. The Government has taken a 
number of measures to deal with its major problema, low public savings 
and distorted prices. Exports continue to grow, despite the flood. 
Investment, particularly in small industry, seems to be reviving. The 
major remaining problem is that of the Government relations with the 
private sector. On this point, Prime Minister Bhutto recently announced 
that he proposes to work out some kind of "charter" which will clarify 
once and for all the role of the private sector, and, hence, hopefully, 
restore confidence and encourage investment. However, we have only today 
learned by cable from our Islamabad office that, as of January 1, 1974, 
the Government has nationalized all the banks in Pakistan with the excep
tion of foreign banks, which, however, are not to be permitted to open 
any new branches. It has also acquired the power to take over the manage
ment and ownership of any compru1y engaged in marketing petroleum products 
and any company engaged in maritime shipping. The ordinances providing 
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for these changes provide for compensation but we do not know the basis 
on which it will be awarded. So far, Pakistan has carefully refrained 
from nationalizing any foreign investments, and it seems very likely 
that this will also be the case in the implementation of these new 
measures. However, they will probably mean a further del~ in the · 
revival of confidence by the private sector. 

Water Review Mission 

8. A mission to which we attach considerable importance will 
visit Pakistan next month. This mission will study the question of 
making the best use of Indus waters, a matter which is becoming increas
ingly important now that water from Tarbela Dam will shortly be avail
able. We expect that the mission will also be able to identify the most 
important projects in the field of irrigation and water use. 

cc: Mr. Cargill 
Mr. Diamond 
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Sahabzada Yaqub Khan 

Sahabzada Yaqub Khan, 53, is a former Lt. General of 

the Pakistan Army. He attended the Staff College in Quetta, 

the Militar,y College in Paris, and the Imperial Defense 

College in London. He was commissioned in 1940 and served in 

World War II in the Middle East. He was appointed Vice-Chief 

of the General Staff in 1958. He. was later Commander of the 

Armoured Division, then Commandant of the Staff College, and, 

subsequently, Chief of the General Staff. Mr. Yaqub Khan was 

appointed Ambassador to France, with concurrent accreditation 

to Ireland in February 1972. 
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o-1L 

15-6L 
65 and over 

Den<3ndency ratio L!! 
Uroan popu· .ation a9 percent o~ t otal 
Family plallni.ng: No. of acceptors cwnulative (thous.} 

ll o . of users (% o: marned iiO/llen) 

EMPLOYMENT 
To"tal laboJ force (thousands ) 

Percentar:e O:"'!ployed in agriculture 
Porcenta1 e unemployed 

INGOHE DIST?.c 3UTION 
Purcent. of national income ~:eceived by hiehest 5% 
P&rcent or nat.ional incof'e received by highest 20% 
Percent of national income re ceived by lowest 20% 
Percent of n&tional jncome received by lowost La% 

DISTRIBUTION OF T..Atm O""T!':RSHIP 
%owii~crby tf>j • 16t of mmsrs 

:( o~<'llOd b;y • ,.,llest 10% of owners 

HEALTH A !D >;'J'I'RI ~.::~~; 
-Pi)pu.iatlon i ,_~qic.~.an 

Populatic , 1r nursing person 
J>op~lati on j.><.:: 'l ' "'r'' •,al bod 

P<"r capl.ta C»lorie supply a~% of requiremen ts !5 
l'er capita protein :rupply, total (grams per day)/6 

Of which, anL>r..:~] and pulse -
Death rate 1-4 ye1ts f.1 

f!ll.JCA710N 
Jd,just.od /6 pri "'ry s-.:hcol enrollmant ratio 

Adjusted 7it secondary school enrolll!Hlnt ratio 
Years of schooling provided , first and S'lcond level 
Vo::9tional enroJlm nt as %of sec. school enrollment 
}.dul t li tar acy 1 ate % 

HOUSING 
Average No. of persons per room (urban) 
Percent of ocC'~pied units w:i thout piped water 
Access to e]ectricity (as % of total population) 
Percent of rural population connected to ele~tricity 

CO SUMI''l'IO!I 
Radio receivers per 1000 population 

Passenger cars per 1000 popul11tion 
Ele-::tric po;,.oe1' consumption (k'wh p. c.) 
New:;print consUJTiption p. c. kg per year 

Notes: figure~ refer either o the l. test pE'rioda or to 
the latest ;rears. L'\Lest periods refer in principle to 
the years 1956-60 N" l%6-70 ; tt>a latest years in. prin
cip (' to )s-6Q ar.d 1970. Only signifimmtly d.ifferent 
peri ods or years are f .:;otno~ed separately. 
/1 Tho Per Cap l ta 0!\P estj""lates for ylilars other th3.0 1960 
- are at market prices, calculated by the sal''le conversion 

te.-:h.niqlle as the 1972 World Jan.k: Atlas. 
/;i_ Av&rc:.ge m:moer of jaughters per woman of N>producti ve 

-age. 
fl. Population i:;X'O>!th rates u• ~or the deM<iee ending in 

1950 a. r.d 1?7tl . 
L!!, P.atio of urder 15 and 65 a."ld Clver age brackets to 

th<>ae in labor force ':>racket of ages 15 through 64. 
f.i FA:) rufE.'rence standards reproser.t physil'lcgi c:ll re

quirements f0r normal activity and health, taking 
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24 
. 40 
(.9 

:. 7 
L.8 

42 
53 

5 
l .6 

22 

D,SB5 
60 

4E. 2 
0.4 

7,490 
14.930 

2,080 

28 bl 
15 /o 
10 :zE: 

1.4 
17 

6 /t 
1.4 Tu 

25 jj 

129 

. 43 
16 

115 
52 

3. 7 
2. 8 
4.6 

45 
51 

4 
1.9 

28 

17,616 
55 .. 

4,500 
9,290 
2,060 

44 /n 
17 To 
lOft 

1.6 

22 /t 
2.1 Tu/v 
112 1:!. 

208 Par km2o! arab e l11.:1d 

Reference Countries 
Ind!o 

19?J 

110 

38 /b 
16 7b 

1~0-140 1li 
49 

2. 9 
2. 3 
3.5 

42 
55 

3 
1.2 1.!.. 

20 

221,000 il. 
71£!?.. 

4,000 .&.. 
4,150 /k 
1,830 1I 

84 /1 
48 7i 
15 1I 

79 7! 
28 L9. 
12 

6./.s_ 
36 /h/a 

21 
1.1 
100 ~ 
0.3 

1 Ut kP¥ 

127..9 
310 

40 
13 

153 i.E. 
55 

2. 9 
2. 5 
4 . 1 

42 
54 

4 
l.O ft 

38 
282 
4.' 4 

15,830 
66 

6.0 

2,220 
1,630 

490 

110 /m 
78 -r;;. 
22 ~ 

77~ 
25 L9. 
13 
14 
46 

2.4 

37 

87 
4.0 
245 
2 .0 

ft 

f r- nc _ 
im 

3,100 

17 
12 
i5 
72 

1.2 
0.9 /d 
2.4 7i. 

24 
63 
13 

o. 9 jJ]. 

70 ~ 

20,439 Ll 
15 J.J. 

2.1 ii 

750 
260 
110 

120 
103 

66 
0.9 

120 /h 
70 2E 
12 
23 ~ 

0 . 9 .L1 
7 ll 

99 1.1 
. 98 1l 

314 
253.0 ~ 
2. 78i. 

12.0 

account of environ:'ll.ental Eempors ture, bOdy "eights, 
distribut ion by age and sex of national populations. 

a:na 
/!!_ P1-otein standards (reqo.~ire:uent:J) for all t.ountries as estab

lished by USDA Economic Research Service provide for a l!l.inill".lll!l 
allowance of 60 graJM of total protein per day, and 20 gra.m..' ot 
an i.rnal and pulse protein, of which 10 grallls should be &ni.'!lal 
protein. These atandard3 are somewhat lover than those of 7S 
grams of total protein and 23 bi'am.5 of animal protein as an 
average for the world, propoeed by FAO in the 'lhird World Food 
Sl.ll'Vey. 

fl. SC:rr.e studies have suggested that crude death rates of children 
ages l through 4 rnay be uBed. as a first approximation index of 
me lnutrition. 

L§.. Percentage enrolled of corresponding population of_ school age 
Sf defined for each country . 

~ W<'n Paki.<t. an only; ll!. 1971 estimate ; i.E. 1967; ./.2. 1963-70 ; .!.£ Over 2,000 population; f.!.. 1971, ratio of population 
under 15 dod 65 and over to labor force in age group 15 -59; !.J;, R., tio of population under l!i and 65 and O\'er to total labor 
force; /h 1969; /i 1971, A.l.D. est1mate of labor force i.:t age group 15-59. IB?.D report gives a figure of 180.4 mill ion 
bas·.•d onthe 1971 population censu&. Th" d!fferencc is due to changes· in the definition of a worker. In the 1971 census 
persons were c!<Issified only en the b<:sis of their main activity , irrespectiv•• of whether or not they did any economic ••orlc; 

jj 1968; /k 1966 ; /1 1968/69, frr, 1964/66; /n Prioary school level grade l through 5; /o Secondary sc!lool !<.>vel grade 
6 thtough 10; .!.J:.. Up to mMricllT;;'te (lOth gr .. de); J.s Estimate wuich includes overage students; .i.s_ 1965, .!.!!. Population 
of JO years ""d ov<·r bAsed on 1~·. sample data of 1971; /t Data relate lo radiv licenses issued; /u Dat11 based on number 
,,f mo~or cars, .leeps, station wago ns and motor tax1s re&'is~ered; !.::_ 1968, based on IRRD populaliQ;; estim3te of 57 million; 

.f::. !lata relutc t o clectrici-c:v gt•ncrated and hence include station use and translicit>sion 1osse~ also. 



~.r..> -: D1rr.~·atic Product 
GJ.i :•t: frc:r ·r,~r l".s of Trace ( :2. 
G:-c...;r; LumP!.~ . c It,come 

Imr(,:- (incl. NFS) 
~~_::___j_inport capad :xJ 
R .:-:c.;.. rcr> G!l.p 

C'rm.:;ur.lptl ·'Jfl Expenci.i tures 
Invcstp,ent " (incl. st.o :~l : s) 

DC!rnestlc Savir.g::; 
Na":.ional S!l.vings 

l<.ERCH!JIT ISE TRAJJE 

Imports 
Capital Goods 
Fuel s and intermediate gcods 
CoJISum'Jt ion Goods 
T•.)tal M.: cch-. Imports (cif) 

Experts 
?rirtl!ry Produds 
J.'.nnufa<'t\u·ed Goods 
Total l·iel ch . - Exports (fob ) 
Tourism and Border Trade 

!>le rch8Ildi r. e Trade Indices 
Exp0rr. Price Index 
Import Price Index 
Terms of Trade Index 
Exports Volume Index 

VAIJJE ADDU) fN SECTOR 

Agricul ure 
Induf'try and Mining !!_/ 
Servic<:! 
Tots.l 

RJBLIC FTIIA>."iCE 3 I 
(Central Goverrunent) 

Current R<?Ceipt"' 
Current Expend.i tures 
Budi~;etary Savings 
Other Public Sector 1 I 
Public Sector Inv-::stiiient ']_/ 

CURRENT EXPE!fDI'I'URE DETAILS 
~utal. Current Expend . ~ 
Edu<:atiC'n 
Oth.: r So<:ial Services 
Agri culture 
other Economic "ervices 
Ad.ll'..inistration and Defense 
c thcr 
To t al Current Expenditures 

SELECTED IliDlCATORS 

}::]!::_I!.I__~!'ffJ!'r· at J% 7- 1%9 }~ i• ·P:, & E~t'haJ~<> ?'lt.(;_ 

4&!7.o bb6u.6 9067 .:2 l0:9:-;-:-)Tfi,7f·~' )?..MlJ-:-o 
69. 1 1'11 .9 - 71.8 204.9 233.~ )08.6 

4~4 {... 7 67"0~-:--5 ~ fuJ-rr:-2 1TT0'9.0 rr.'Jijr:t, 

621..0 
373 9 

29T.T 

4423 . 9 
819 . 9 

572 .8 
516.9 

li"8lr:U 

255.7 

91.20 
104.67 
87.13 
57.03 

l0fi 7. 3 
529.4 

51T.9 

5946.9 
1353.} 

815 .6 
788 .8 

10 16.0 
679.9 

33"6.1 

7943.7 
1387 . 8 

1051.7 
1009.3 

1173.0 
82e .2 
3-!4 .8 

9579.4 
11 64 .4 

819.8 
884.9 

1395 .( 1661.6 
97l.i l:>'H.2 
~ 330":4 

10683.C 12514.2 
1450.2 2183.8 

1026.9 1853.4 
1088 .7 19 12.6 

A.r.nual Data at Current Prices 

(f(JZI.f l7"2.r '""900. 9 "f''"S").2 1'4SL:i 

382:4 544.8 650:0 as6. 3 -mo:z 

Average 1967-69 • 100 
94.06 87 . 08 125. 15 13l.l·~ 141 :6o 
70.68 99 . 75 95.09 99 . 90 107.58 

133.09 87.30 131.62 131.62 131.62 
82.70 127.26 105.65 132.52 179.60 

Ar.nual Dat"i at 196 7- 6 9 Prices and Exchange R11.tes 

2030 
674 

1778 
/o~482 

2442 
124 9 
2521 

6214 

Actu 
.!2_ 

3217 
1796 
3409 
8422 

1154 
928 
226 
-90 
642 

.!2_ 

1960-

3407 
1996 
3874 
9277 

1744 
1134 

610 
-272 

584 

Prelim. Est. Pro ,j. 
.!2_ .!2_ ~ 

1965- 1970- 1973-
(Calc ulateJ from 3-year averaged data) 
Average ICOR 

1965 
3.5 

1970 
2:8 

1975 1978 
1.9 2.-o 

Import El~sticity 
M'irginal D'Jmes ti::: Savings Rate 
Marginal National Savings Rate 

2.0 
16.1 
15 . 2 

-0.15 
10.6 
9.9 

I.JI.BOR FO~E . :ro Total Labor Force 
OUTP!JZ_PER WORKE:R In MiJ liC'n s %of Total 

19 60 19 70 19 60 ~...?.9 

Agricult'.u·e 8.3 9.6 59.6 54.8 
Industry 2. 2 3.4 16 . 0 19. 4 
Service 3 .1 4.2 22. 2 23.6 
'Tet!i:l" 13.6 17.2 97.8 97.8 
Unallucat e d 0.3 ~ 2 .2 2.2 
To tR1 13.9 17.6 100.0 100.0 

not applicable ml or negl:q~ib le 

not available less than half the 
smallest unit shown 

1/ Savings of the provincial Government and autopomous bodies. 

2.6 0.5 
-0.9 20.0 
1.8 20.0 

19 60- 70 
Gro ..... -th Rate ------

1.5 
4.3 
3 . 0 
T.T 

2.3 

2! Co!J\bincd investment o( Central and provincial Governments sud autonomous bodies. 

1965 -
1970 

1970 - 1973 -

l92?. ~ 
Average Ar.rm&-1 Growth Rates 

6.4 6.4 '~.a 6 . 1 

6. 5 

11.4 
10.3 

6.1 
10.6 

9. 3 
8.8 

10.5 

8.4 

0.62 
-7.55 
8.84 

}. 9 

-1.0 
5.1 

6.0 
0 . 5 

5.2 
5. 7 

-0.8 

7.3 

-1.53 
7.13 

-8.08 

5.4 

6.5 
7.4 

6.1 
0.9 

-0.8 
1.5 

8.4 

9.5 

8.6 
0.0 
8.5 

6.6 

7.2 
9. 9 

5.4 
13.4 

19.6 
17.9 

9.0 

14.0 

2. 5 
2.5 
0.0 

As Percent. ~.f G.Yi 
~~-c~ 

1. 4 -o . a 2. 
run -rno.o 

12.6 
6.5 

--r.o 

89 . 4 
16.6 

10.6 
10.4 

11.3 
7.6 

----r.r 
88.3 
15.4 

11. 7 
11.2 

As Percent of Total 

TOO:O 100.0 ToO"C 

106":0 loiiJf ~ 

7. 72 9.00 0.81 11.20 

Average Annual Growt h Rates 

3. 7 
13 . 1 

7 .3 
6 .7 

DErAIL ON 

5.6 
7.6 
6. 2 
6.2 

PIJBLIC SECTOR 
DNr:STMENT PROJRAH 
S0ciaJ. Sectors 
Agriculture 
Industry and ~dning 
Power 
Transport and co=• ications 
other 
Total Expenditures 

FINANCING 

Public S..ctor Savings 
Program a.id counterpart 
Foreign Project Aid 
Total Financing 

As Percent of Total 

45.3 38 .2 
15.0 21.3 

-l2..:1. ~ 
100.0 . 100.0 

As Percent of GDP 

12.2 
9.8 

19.6 
-o . 9 
6.8 

US $ millicn 
At end 19 P 8Ild Er. 

Fj.rst Plan 'J, of Total 
{19 I 19 · I > 

Value Added Per Worker ~l~ 67 - 69 Prices & Exc. Pates 
In U. 3. Dollars Percent o Vf'rage 19 60- 70 
19 60 19 70 19 60 19 70 Growth Rate 

244 335 74.8 70.1 3.2 
306 528 95.0 110.4 5.6 
574 812 178.2 169.8 3.5 
322 478 100.0 100 . 0 4.0 

322 478 lOO.O 100.0 4:0 

)/ At cu r ren t prices and con :> tant exchange rates of Rs. 4. 762 per US $ . Data f or 1972/73 are budflet estimates . 
l;t Inc1:.;d,~~ manufactur i ng, mining and qua rrying , construction, electricity, gas , ~. .. ater and sanitary services. 

• 



~J!=';J..S~•;cE Cr' ?A~§ 

!:xpo~t~ (i!'lc: . !It'$) 
~~!~~ {5 li~ : , ;.:~ 1 
F:e,-ourc~ BaJ<: 'N' li>M) 

Pr1 va te Direc t I::·:est.r>e'lt 
Offi"ia l Capital C!ran';.e 

PablJc aut wa~.:; 
D1sb•J.rsenertos 

~~~:~~ts 
O-ther Mlc.I.7 !A.>a:1s 

IIi.sburstn<;n~s 

N~~1J~:~~ents 
Capital. Transactions n.e . i . 
Changt'l in Net Res<!l"vre 

GRAN1' AU!J T.O:.N OJKHI'J'lo!i> ~:!'S 
Offic:ial Grants & 'Jrant-llie 

?ublic H&LT L:>ans 
TBRD 
IDA 
Other 
Other Multilate-al 
Goverlll"ler.ts 
Suppliera 
Financial Institutions 
Bonds 
Publi,, l/.lans n.e. i. 

Total PUblic ?'ld.T !C ,..~ 

Y.rot~AL Diill1 
-wor:id &~nk 

DA 
• · · ~r foUl til a teral 

>71lT;e'1ts 
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~ .. Mncial lnstitllf.ior.s 
Bonds 
Public I'ebts n • .,.i 
Tctal Public l";ld.,T Debt 

Other ~I&LT Del..ts 
Short-ta·m Debt (di•b . o~) 

not applicable 
not avatlable 
not avaDable ~cpurb.tel.y 
but i.ncll.:dcd i n tot.;;.}. 

.l.c-!.u l)>bt. Outav.r-iins; on Dec. ;31. l972L2. 

~ .. ~:::§& ~ 
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2.m 7iJ 
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) ,913 100.0 

e etaff estL"'Iflte 
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1, 20{> 
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11J1 
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I£BT MID DEFI' SERVJGJo; ;
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-- -- --

Piibiic Debt Out . & Iil:!burse<r-

~~=;:~t.~n onf'u:~t~ i~:btll 
Total F'ublic 1iebt SerVice 
other Debt Serv-ic (not) 
Total Debt Serv~ e (net) 

Burden en Export furnings {%) 

Public Debt Ser-.'ice 
Tot.aJ. Debt Service 
TDS+Direr.t Invre t. Inc . 

Average Terms of Public Dobt 

Int·, ae %"Prior Ye~ OO&D 
Amort. as % Prior Yesr OO&D 

IBRD Debt Out. & Disbursed 
n es '/. Public Debt O&D 
• M :C Public Dett Suvice 

IDA Debt CAlt. & lh,.qburned 
" 1111 % 1\lblic Debt O&D 
n s.s % PUblic Debt Stu•vice 

1!!. End of Period. 

3,4 76 

~ill 
- 2.,])6 

10li. 
- J2 

2i!:i 

--..lll. 
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10 
20 

~Ll 
- 123 

Avg. A1lnuAl 
Gr·::rofth ~'-"te 

l2ll::l!...L.i 

6.2 
~-4 

4. 7 
3. 6 
3.8 

. 10.9 

Eotirn:tted 

12.11 
4 , 151 

98 
89 

187 
10 

197 

17 . 6 
18.6 
21.4 

2 .6 . 
2.4 

3t&.O 
7 . 6 

29.0 

443.1 
10.6 
2.4 

- nil or negligible 
leee than h&lf the 
smallest unit ebovn 

Ll ffi!!i!b~gu~at~e 1gth~id~~~~i~d~r,ll., 
f.1. Modified by short-term debt rel.hf 

and re scheduling. 

fJ_ Include& debt con•r acte.d on acco·Jnt of 
Rangl.cde&h prior to Dece1:1ber 1971. 

Ll Reduced i>y 1> percen t on accoant of proj ects 
visibly located in llang1adeah. 



J. NTERNATI ONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. 1-iilliam Diamond 

FROM : Gilbert Brown J;t{J 
DATE: January J, 1974 

SUBJECT: PAKISTAN: Nationalization of Banks, Shipping and Petroleum 

On January 1, the Government of Pakistan nationalized all domestic 
commercial banks, maritime shipping and marketing of petroleum productso 
Foreign banks were not nationalized, but will not be permitted to establish 
additional branches. Foreign shares in other enterprises were not nationalized, 
but it is our understanding that the petroleum marketing firms were solely 
Pakistani, and foreign o-wnership of banks and shipping companies must have 
been small or nil. The nationalization of banks, while a major step, was 
not much of a surprise. The nationalization of shipping was not a major step, 
since the government-owned National Shipping Corporation (NSC) dominated the 
field. 'Ihe nationalization of petroleum marketing is harder to evaluate, but 
involves only two private companies set up a decade ago to transfer this 
activity from foreign to Pakistani ow.nershipo This action may create further 
private sector doubts about their ability to trust the Government 1s word, but 
it may also "clear the gronnd" for the Government's promised "charter" to the 
private sector by completing the Government's planned nationalizationo 

The Pakistan People's Party Manifesto, issued prior to the 1970 elections 
but still referred to as a party guideline, said that banks would be nationalized. 
A decision not to nationalize them in early 1972 was made after an internal 
debate won by those who said the public interest could be better served by 
social controls over credit allocations than by nationalization. In effect, 
the banks were then told that they were on trial to determine whether they 
should be nationalized. The tie-in between banks and major industrialists and 
traders under previous regimes had been much criticized as a major factor in 
limiting large-scale entrepreneurship to the 22 families. 

Prime Minister Bhutto in t~ speeches to business audiences in November 
stated his intention to hold discussions with private sector representatives 
and to develop a private sector "charter" by early 1974. In private conversa
tions during November, he also indicated his concern about the importance of 
increasing private sector activity, and said that he was at work on his 
proposals. Thus, the new nationalizations are likely part of that strategyo 
For more than a year the Prime Minister has also been saying that there would 
be no more nationalization of industry during his present term in office, with 
nationalization in the past year of copper mining and several other activities 
justified by cabinet members on the grounds that they were not "industry" o The 
same statement could be made about the January first nationalizations. However, 
the Prime Minister can also say that these actions were necessary to give the 
Government the control over credit and trade (including smuggling) that it 
needed to protect the public interest while permitting private enterprise to 
function in the rest of the economy. 
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The new managing directors of nationalized banks are either already 
senior officials in Government or in government enterprises, or are experienced 
private bankers. Some of these appointments are undoubtedly of a stopgap 
nature until permanent full-time managing directors can be found. While no 
organizational changes have yet been announced, it is also likely that an 
overall bank holding company will be formed, along with a single shipping 
company and a single petroleum marketing organizationo 

Jamil Nishtar, now managing director of the Government-owned National 
Bank of Pakistan, has also assumed the same position for the Bank of Bahawalpur 
and for Premier Bank. Mustafa Ismail, formerly President Muslim Commerical 
Bank, is now managing director for Habib Bank Limited, for Habib Bank (Overseas), 
and Standard Bank. M.A.O. Yousafi, formerly managing director Australasia Bank, 
is now managing director United Bank Limited. Iradat Husain, formerly Senior 
Vice President, United Bank Limited, is now managing director Muslim Commercial 
Bank. E. A. Garda, fonnerly with Muslim Commercial Bank, is now managing 
director Commerce Bank Limited. Iqbal Rizvi, formerly Senior Vice President 
Habib Bank, is now managing director Australasia Bank. s. u. Deshrnukh, 
formerly manager State Bank Peshawar, is now managing director Sarhad Bank 
Limited. Dr. Moinuddin Baqai is now managing director of Lahore Commercial 
Bank and of the Punjab Cooperative Bank, in addition to continuing his positions 
with the Ministry of Finance, Planning and Development. Siraj Yousuf, formerly 
Joint Secretary in the Ministry of Finance, is now managing director of Pakistan 
Bank Limited. 

The assets of the two nationalized petroleum marketing companies, Dawood 
Petroleum Limited and Pakistan National Oils Limited, were wholly owned by 
Pakistanis. Major General J. A. Faruqi, Chairman of the Oil and Gas Develop
ment Corporation, has been appointed managing director for Dawood Petroleum. 
fu'lled Allahwala, managing director of the Pakistan Refinery, has been appointed 
managing director for Pakistan National Oils Limited. Both appointments are in 
addition to their present duties. 

Commander Akhtar Hanif, managing director of the National Shipping Corpora
tion, has been made managing director for the nine ne·wly taken over shipping 
companies as well. 

cc: Mro Ho Collier 
Mr. J. Baneth 
Mr. Ho Pilvin 
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OFFICE MEMORANDUM 
TO: Files DATE: October 8, 1974 

FROM: J. H. Collier ! ·K ~ . 
SUBJECT: P.AKI3rAN - The Minister of F:inance 1s Meeting with 

Mr. McNamara 

L .. 

1. Dr. Mubashir Hasan, Minister of Finance of Pakistan, accompanied 
by Mr. M. Mufti, Economic Minister, Pakistan :Embassy, met Mr. McNamara at 
3:30 p.m. on Thursdq, October 3, 1974. Messrs. Knapp, We:iner, Diamond, 
Baneth and Collier were also present. 

2. Dr. Hasan began with Tarbela. He brief4' recounted the events 
of the last few weeks and produced some pictures of the damage. H:J said 
the government's priorities were first, that there should be a permanent 
solution, seoond:cy, that there sh>uld be a quick solution ani third~, 
that there should be as little interference as possible with the supply 
of irrigation water. li3 had talked with Mr. Chadenet by telephone and he 
agreed that, with regard to the next attempt at filling the reservoir, 
they should err on the side of caution. After all, the dam had on]S been 
tested up to about 1350 feet and there were questions about seepage; 
therefore they should not fill on a ris:ing curve. 

3. Dr. Hasan said the government was heavily insured and he 
thought they would be financially covered :in the long run. However, they 
would need assistance for the repair from the Bank and the Consortium. 
Mr. M::Namara replied that we would do everything we could to help. He 
added that the matter was complicated, not only teclmical:cy, but also 
because of the various outstanding con tractors 1 claims. It would make 
it easier to request assistance from the countries involved if these 
matters could be cleaned up. Dr. Hasan commented that this question had 
not yet reached his level. 

4. Dr. Hasan tten said he wished to make another point which was 
that he had been disturbed to discover that it seemed to be general~ 
believed that Pakistan was receiving a vast amount of assistance from 
OPEC countries and this was not the case. He referred to the $580 million 
loan from Iran but then said there had been stories about other large 
swns which were not true at all. They had received some 1'promises" from 
.Abu Dhabi but this amount -wuld not exceed $100 million. Moreover, 
continued Dr. Hasan, tb:t balance of payments was not going to be as good 
as they had hoped. They would have to import much more wheat than they 
had previously expected and they would have to pay much more for edible 
oils. 

5 • Mr. McNamara then said he would like to raise a point con-
cerning future IBRD lending. Assuming able direction of economic affairs 
:in Pakistan plus some stimulus to the private sector, he thought that 
the vo lu.me of IBRD lending could be increased provided there were 
sufficient projects. &wever, it was his :impression that the pipeline 
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was thin and he suggested that Dr. Hasan should insure that more attention 
was given to project preparation. He did not have ~ particular projects 
in mind but the question of increased fertilizer production obvious]3 was 
important. H3 asked about Pakistan 1 s plans for increas:ing fertilizer pro
duction. Dr. Hasan said that present production was about 350,000 nutrient 
tons and that they planned to increase it to 900,000 tons by 1982. 
(Actuall.y, Dr. Hasan inadvertently added a zero and spoke in tenns of 
millions of tons; this might charitably be ascribed to the Pakistani. habit 
of thinking in tenns of crores and lakhs.) He referred to the Fauji pro
ject and the possibility of doubling the capacity of Dawood-Hercules and 
said there were five plants altogether under consideration. 

Distribution: Mr. McNamara (original + l) 
Mr. Knapp 
Mr. 'W:tiner 
Mr. Diamond 
Mr. Baneth 

JHCollier/mc 
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II. Biographical Sketches of -~enior Delegation Members 

1. Mubashir Hasan, Minister of Finance, Planning and Development 

Dr. Mubashir Hasan is 52 years old. A civil engineer'by 
training, he ·received a Bachelor 1s Degree from the Engineering 
College of Lahore in 1942, a Master's Degree from Columbia 
University in New York in 1948, and a Ph.D. Degree from State 
University of Iowa in 1954, all in civil engineering. 

He is a founding member of the Pakistan People's Party, 
the first convention of which was held at his residence in 
Lahore. He was active in the movement which dethroned Ayub 
Khan in 19 69. In 1968, Mr. Z. A. Bhu t to and Dr. Has an v1ere 
arrested together in the latter 1s residence on Ayub Khan's 
orders. 

He :was elected a Member of the National Assembly from the 
North Lahore constituency by an overv1helming majority in the 
general elections of December 1970. Dr. Hasan is a high offi
cial of Pakistan People 1s Party. He is · ?. member of the 
Principles Committee and Center Conmdttee; he is the Party's 
Finance Secretary, and is the President of its Lahore Branch. 

From t1.me to time, there have been rumoro ·that Dr. Hasan 
wouJ.d be replaced by someone more to the right, in order to 
give some assurance to the private sector. However, the re
organization of the senior officials in the Finance Mirdst~ 
last year, and the incident in which Dr. Hasan was able to 
prevent the appointment of Mahbub ul Haq as an economic 
adviser to Bhutto, reflect the strength of his position. 
Bhutto, who is from Sind, depends on Dr. Hasan for poll tical 
support in the Punjab. 

2. A.G.N. Kazi, Secretary General for Finance and Economic 
Coordination 

Mr. Kazi is 55. He is an M.Sc. in applied mathematics and, 
in 19LJ, he took the Indian Civil Service Examination and was 
posted to the Bihar/Orisa Province in India. On independence, 
Mr. Kazi opted for Pakistan and has since served in many capaci
ties, including Finance Secretary, Sind, and Finance Secretary, 
\vast Pakistan. He was Economic Minister for Pakistan at vlash
ington from 1962 to 1965. On return, he served the former Wost 
Pakistan Government as Additional Chief Secretary, Planning and 
Development, and was later appointed Chairman of WAPDA. He 
joined the Central Secretariat on June 6, 1969, as Secrota~r, 
Minist~ of Industries and Natural Resources, and became Secre
tary, Hinistry of Finance on September 8, 1970. 
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In August 1973, Mr. Kazi was given the newly created post 
of Secretary General, Finance and Economic Coordination. He 
thus has responsibility for all three parts of the Ministry, 
i.e., Finance, Planning, and Economic Affairs. He is said to 
be one of the fairly small number of senior civil servants 
whom the new politicians seem to trust. 

3. ~hulam Ishaq Khan, Governor, State Bank of Pakistan 

Ghu1am Ishaq Khan, 59 years old, studied chemistry and 
botany at Punjab University, graduating around 1939 with a 
B. S c • Degree • 

From 1940 through 1955, he was a civil servant with the 
NWFP civil service and served in various capacities. On 
partition from India in 1947, he was appointed as Secretary 
to the Chief }tinister, and in 1949, he became the Development 
Secretary. 

On integration of the Provinces 'in 195.5, he was appointed 
Secretary, Development and Irrigation, vJest Pakistan. Sinc_e-
1960, he-has been a member of the ~1dicate · and Senate of 
Peshalvar Uni varsity in his home province (:tn·JFP) • He was 
appointed a member of the Water and Power Development Authority 
(WAPDA) in 1958, and in .Fe . 2; .. ::::':'\-~,.:~ :."1.958 became the Chairman. In 

. 1966, he lias appointed the S :c · ··; ~·.:..._ y, Hinis try of Finance, 
Government of Pakistan. He relinquished this post in 1970 when 
President Yahya Khan appointed him as Secretary, Cabinet Divi
sion, in the President's Secretariat. On December 21, 1971, 
Mr. Z.A. Bhutto, the new President of Pakistan, appointed him 
as the Governor of the State Bank of Pakistan. 

Mr. Ghulam Isha.q is a forthright, honest and efficient 
administrator. He is conservative in his economic policies 
and favors limiting government expenditure, even at the expense 
of development. 
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