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Feoruary 26, 1971 

Dear ur. Birrenbacn: 

Thank you for your letter of 
February 19 and for the copy of your 
January 29 speech to the Bundestag. 
I am fully aware of the importance of 
this \'i1hole subject, and I shall look 
forward to studying it in more detail. 

Sincerely, 

',(S.igned) Robert S. McNamara 

Robert S. HcNamara 

Dr. Dr. h..c. Kurt Birrenbach 
Berliner Allee 33 
4 DUsseldorf, Germany 

LEChristoffersen:ml 



,(Signed) Robert S. McNamara 



February 25, 1971 

l(SigneC:) .- >- ___ rt s. nlcNamara 

Cleared with and ec: L gal Department 
cc : Mr. cNa Ta (2) 

FConsolo/PSella:tb 
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February 24, 1971 

Dear Mr. tiu: 

Thank you for your interesting letter and 
its enclosures. 

Your proposed Conference on Asian Environ
ments will be dealing with important issues, and 
I very much applaud your efforts to organize it. 
While the Bank is prohibited from making a grant 
of the type you request, I should like to suggest 
an alteEnative. We would be pleased to arrange to 
bring to the United States, at the Bank's expense, 
one or two Conference participants of your choice. 
While technically they would serve as consultants 
to the Bank, their assignment would be that of 
participating in your Conference. Travel and sub
sistence costs, and a reasonable fee for their 
services, not to exceed $3000 in total, would be 
borne by the Bank. .~e would welcome copies of the 
Conference proceedings and an invitation for one 
or more of the Bank staff to attend. 

The objectives to be served by your Con
ference are significant, and I extend my best 
wishes for its success. 

Sincerely, 
(Slgned) Ro~ '~rt S. f',1 cNamara 

Robert S. McNamara 

Mr. Yuh-jao Wu, Coordinator 
Conference on Asian Environments 
c/o Institute for Environmental Quality 
2200 North Campus Boulevard 
Alln Arbor, Michigan 48105 

cc: Messrs. Chenery, Demuth, Shoaih, El Emary, Chadenet, Clark, Goodman, 
Lee and Maddux 

JLMaddux:JALee:LEChristoffersen:ml 
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(Signed) Robert • McNamar 
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FEB 19 1971 

(Signed) Robert • r, t; arnara 

cc: 



For Mr. McNamara's Office 

FEB 17 1971 

rurd c ! 

RAC1arke/sjs 
February 11, 1971 

, 

(Signed) hobert • r.~cNamara: 
o er s. 

( C1e ared with Mr . Twining) 
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FEB 17 lSn 

(Signed) Robvrt S. McNamara 

WPThalld tz. 



Mr. B 1e a 

bert S. 

iriter ~t. £0.. ,our 

I, JBKnapp: sk 

cc: Mr. Lejeune 
Mr. Ghaufournier 
Mr. Cbpe ' 

1971, 

.' 



February 11, 1971 

Dear Mr. W'ill1ams: 

Thank you for your let.ter of January 7, 
describing the arrangements for the meeting of the 
Commission on the morning of February 25. I wel
come the occa. ion to discuss the opportunities 
that a judicious trade policy can open up for less 
developed countrie to accelerate their economic 
progress, while reducing their dependence on inter
na tional aid. 

I plan to folIo Wtat I understanu to be 
the eneral practice, nn. ely to offer opening 
remarks lasting about 15 minutes, leaving 45 min
utea for an excnange of views. I have read with 
keen interest the papers presented by the otiler 
three speakers and will have this context in mind 
in making my own remarks. 

I look forward to seeing you th u. 

Mr. Albert L. Williams 
Chairman 

Sincerely, 

(Signed) Robert S. MClbmar 

Robert S. }{cNamara 

Commission ou Ir~ternational Trade & 
Investment Policy 

1900 L Street, N.W. 
Washington, D.C. 20036 

JHulley:RSMcNamara:ml 



For Mr. McNamara I s Office 

o 

RAClarke : sj 8 

February 9, 1971 

FlO 19n 

(Signed) -i G~: r" • r~'1cNamara 

ito r t 

(Cle ared with Mr. Twining) 



FEB 10 1971 

(S,igned) Robert S. McNamara' 

eet 



FE 8 

(8igned) Rabert s. r/i cNamarCl 
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FEB 8 1971 

, .' 

(Signe-d) Robert S. McNamara 



FEB 8 1971 

. (Signed) Robert • . CI amara 
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FEB B 1971 

(Signed) 

A.Wa~L.III.c/WPTbil:ri t Wit 



,r~ , . 



FEB B 19n 

(Signed) Robvrt S. ~~cNamara 
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Copy for Office of t he President 

February 5, 1971 

(S,igned) Robert S. McNamar~ 
... 
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r tor Elton: 

Dr. I 
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ubstanti lly 
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8i nin 

_ _ Sinc.erel, 
~(Signed) Robert S. McNamara 

rt s. 1<: am r 
JEM:pam 



FEB 4 1 7J 



(Signed) Robert S. r/1cNamara 
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Copy for Office of the President 
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I ul 11 to oknowle e c1pt ot )"Our 1 -tter 

of J nary 191 1971 in 1ch that you hay 

en 'ppo1nt the 

to th U .0 million 
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1nere11, 
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(Signed) Robert S. ftlcNamara 
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WUll1<ier 1100 
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(S,igned) Robert 

(2) 

Cleat d 1th Hr. Ua ki _ - for - _. Ole ry 
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(8igned) Robert S. 1\1cNamara 

~ . 



JHAdler/DHFRickett:emcc 

cc: Mr. Adler 

(S' d) R h t S I' !'I ~ ' I amar~' I gn e :~ 0 IJ e r . " ! :,.' • ~ 
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January 29, 1971 

Dear Roger: 

I would like to express my warm 
appreciation to you as, well as your staff, 
particularly Hr. Thalwitz and Ur. Paijmans, 
for the excellent assistance you provided 
to Mrs. McNamara and myself during our visit 
to West Africa. ' The well-prepared briefing 
materials and the program ,.,hich you helped 
to arrange made it possible for me to 
achieve the major purpose of my visit, 
which was to learn at firsthand about the 
problems facing economic and social devel
opment in that region. I was also pleased 
to notice the progress which the Bank Group 
has already achieved through our intensi
fied operational involvement in these coun
tries and am delighted to know that the 
staff work is under such dynamic leadership. 

Sincerely, 

;-(S.igned) Robert S. rJlcNamara 

Hr. Roger Chaufournier 
Director 

Robert S. HcNamara 

Western Africa Department 

LEChristoffersen:ml 



January 29, 1971 

Dear Nassim: 

Hrs. Hcilamara and I greatly · enjoyed 
our interesting visit to West Africa mid 
we would l!ke - to express to you our warm
est thanks for your very efficient assist
ance in making the trip so successful .. 

Sincerely, 

r(Signed) Rob::" S. nJtcf4amara 

Robert S. McNamara 

Mr. Mohamed Nassim Kochman 
Executive Director 
World Bank 
Washington, D.C. 20433 

LEChristoffersen 



JAN 29 19 

.. (Signed) ~ Robert S. McNamara 





JAN 29 19n 

. (Signed) Ro eft • McNamara 





JAN 29 1971 

-(8igned) Robert S. McNamara 





~fJ /~ /tr1 

JAN 29 1971 

(Signed) Robert S. McNamara' 



(S,igned) Robert S. McNamara 
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TRANSLATION OF LETTER 'IT N BY MR. JIM COLLIN TO MR. . CNAMARA 

Dakar January 19. 1971 

Mr. President: . 

I am pleased t~ inform you that following the 

expiration of the statutory terms of office of Mr . Tlemoko 

Marc CARANGO ~ the Board of Director's of tIle Central Bank for 

the States of Western Afr1ea, lected me Cha1man during 

its last meet1ng on December 16, 1970. 

I express the wisb that the eltcellent relations 

which have developped between our two institutions will 

improve further during my tenure of office. 

Sincerely yours t . - . 

Jean COLLIN 



JAN 28 197 

(Signed) F. JO rt S. rJi cNamara 

"aft S •. -.... ) 



~-~-. 

January 27, 1971 

Dcar l~. Bo r~a, 

Dur In(~ Py absence a d follo1Jing your c.1.lJle .1r. l'"napp 
telc'!1honed you about thr.l l·A budget for 1')72/73 til so far 
as the F\O/IH~m COO! erative Pro '~ri:\I'1 is concerned. 
Subsequently rrr . ~)er.lUth spoke to you on the tGl epbonc and 
I now confirm that ~ve have no oLrjcction to FAO including 
its share of a $7 million Cooperative rro"ra;71 1-1 its Ijud~et, 
w'i th the uncle ~s tand' n~ that not more th.sn 70J professional 
staff v.ould De e7l1Dloyed for t .le Cooperative Program vlitl out 
tbe BanK's prior agreement. 'fhe "ctual ;:Dot.mt of the rank's 
contribution "ithin the limit of 75 per"'e t of '17 nilli01 
\ ill be deterrJ m .. d fron time to time \-1,e 1 I sthr. it our ·oun 
Budget to our Ex~cutive ~irectors. 

The rC<.1Gons why He are unable ot present to a.~.:. rGC to 
more than 70 professional staff for the Coopcrati e Pro3ram 
-Iere explained by i essr" . ChacLnet, I:vans and ~;apel hans to 
Nr. Terver during his recent visit here . 

I am glad to repeat the. su?-z,estion \O;hich :1r. Demuth 
made to you on the telepn.one that in the C'v ·~ t that the 
Cooperative Pro~ram cxp,- ds less than:;7 nillion you and 
we l:light consider the possibi.li ty of usin? the savinR~ fo 
purposes of supportin~ services for t- e Cor sultativ~ r.roup 
on International Agricultural Research . 

Hr. A. Boc'rma 
Dire c tor Genera l 

Sincerely, 

(2igned) 

Robert s. ~c~acara 

Food and A1riculture OrRanization 
o f the United ~ations 

Via delle Terme di Caracc l la 
Rome , Ital" 

Cleared '-vi th and c c : }.1essrs. Chacicnet ) Der:lUth 

cc.: 11r . Chr i stoffersen (2) ~ 

LJ CEvans;lk t 



JAN 2 7 1971 

(S,'lgned) Ro'"-' "-to ~ p "J mar~ ,,",vi \. .... . It. vl\a u; 
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I\f • r. C amara 
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SJulinaad 
January 21, 1911 

JAN 26 19 

.'. 

F[s"rgned) Robert S. r.1cNamara 



prodUce 
conOltc 

PHasan/RJGoodman:epa 
IBRD/IDA 
Jan 12, 1971 
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8,' 

(Signed) Robert S. r~1c Namar 





JAN 1 2 1971 

• ~ cNamara 

(with incoming letter) 



JAN 1 2 1971 



TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEvEr MENT 1 INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 

OFFICE MEMORANDUM 
CORPORATION1i I 

Mr. Abderrahman Tazi a ~ 

Robert S. McNamara ~~~ ~( 
Information to Executive Directors on Loan 

Proposals Rejected by the Bank/IDA 

DATE: January 12, 1971 

At the meeting of Executive Directors on December 8, 1970, you 
suggested that the Executive Directors be informed of projects that 
had been proposed for Bank (and presumably IDA) financing but which it 
was decided could not be given favorable consideration. I agree in 
principle that this procedure should be followed and have given 
instructions to the staff to incorporate such references in our regular 
reports to the Executive Directors as far as practicable. 

A distinction may be made between loan proposals which are rejected 
at the outset before they reach the stage of serious consideration in the 
Bank/IDA, and those that fail to survive the process of project appraisal 
and loan negotiation. 

We already have a regular procedure for advising the Executive 
Directors of cases in the latter category. Loan proposals which reach l 
the stage of serious consideration are entered in the "Monthly Opera-
tional Summary of Bank/IDA Proposed Projects" and the progress of these 
proposals is recorded in the Monthly Operational Summary from month to 
month until their consideration is terminated or culminates in the signing 
of a Bank loan or IDA credit. For example, in the Monthly Operational 
Summary issued on November 20, 1970 (SecM70/520) the following termina
tions were recorded on loan proposals previously under serious consideration: 

Thailand - (Industrial Finance Corp. of 
Thailand): Development Finance 
Company. 

United Kingdom (Government of Fiji): 
Navua and Rewa Irrigation 

Supervisory Mission 
found loan not required. 
Project postponed 
indefinitely. 

Government considering 
other sources of 
finance. 

This practice will be continued, with more attention being given to 
providing a more communicative statement of the reasons for the termination. 

This leaves the question of reporting the rejection of loan proposals 
which never reached the stage of serious consideration and which therefore 
do not get recorded in the Monthly Operational Summary. Here a problem 
arises from the fact that the Bank/IDA rarely receive formal loan requests 
which are thereupon accepted for serious consideration or rejected. In 
practice projects suitable for Bank/IDA financing evolve out of a continuous 



- 2 -

dialogue between the Bank's staff and member countries in which informal 
inquiries and suggestions are passed back and forth until agreement is 
reached on proposed lending activities. If a project proposed by a member 
government appears unsuitable for Bank/IDA financing or cannot be accommo
dated within the Bank/IDA lending program to that country, the normal course 
of action by the Bank staff is to attempt to reshape the project, to 
identify higher priority projects, or to suggest alternative sources of 
financing. These actions are taken in close consultation with the borrow
ing country and in the great majority of cases mutual agreement is reached 
with the borrowing country. Hence only rarely does the occasion arise where 
a country makes a formal loan request and finds its proposal rejected. 
Even if this occurs, the borrowing country may not desire that its loan 
request, and the rejection thereof, be given wider dissemination through 
reports to the Executive Directors. 

Nonetheless, I agree with you that it would be desirable to institute 
a more systematic procedure for informing the Executive Directors of formal 
loan proposals which are turned down before they reach the stage of being 
recorded in the Monthly Operational Summary, unless the country presenting 
the loan request prefers to withdraw it. I would propose to use the Semi
Monthly Report to the Executive Directors on Bank and IDA Operations as the 
vehicle for reporting such cases, which I believe will be few and far 
between. 

Copies to Executive Directors 





0.> j' 

AN 1 2 rl1 
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(S.igne d) 



For Mr. McNamara's office 

(8igned) Robert S. McNamara 

cc: Dr. Barco (2) 



r Mr. McNamara's office 

(Signed) Robert S. McNamara 

co: Dr. Barco (2) 
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1. 

TANZANIA - KIDATU HYDROELECTRIC PROJECT: 

DRAFT 
RClements : bd. 
January 11, 1971 

SITING OF TRANSMISSION LINE THROUGH MI~UMI NATIONAL PARK r 

The World Bank has recentlr agreed to provide a loan of 

$30 million to the Tanzania Electric Supply Company (TANESCO), in con- ( 

junction with a credit of $12 million by the Kingdom of Sweden, .to help 

finance the development of hydroelectric power on the Great Ruaha River 

at Kidat~ in Southern Tanzania. The ' project, which is by far the largest 

power project so far undertaken in Tanzania, is intended to meet the 

rapidly growing demand for power through 1980 in the coastal region of 

the country where most commercial and industrial activit~ is concentrated. 

The main items in the project are: 

(a) construction of the first stage of a hydroelectric power 

complex at Kidatu, including a dam creating a reservoir 

and an underground generating station with a capacity 

of 100 MW and with provision for the addition of two 

more 50 MW units when required; 

(b) construction of a single circuit 220 KV transmjssion 

line from Kidatu to Ubungo, near Dar as Salaam, and 

related step-down substation at Ubungo; 

(c) extension by about 15 MW of an existing diesel generating 

station at Ubungo to provide additional power. needed 

before the commissioning of the Kidatu Project; and 

(d) consulting services required for imPlementing the project 

and to study and make recommendations for dealing with 

the ecological effects of the project and subsequent 

stages of development. 



-2 -
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The total cost of the project is estimated at $59 million, of 

which the construction costs of the transmission line account for just 

over $5 million. The foreign exchange component of the project- is $42 

million, which will be financed by the Bank loan and the Swedish credit. 

The $17 million local currency component wil~ be provided by the Tanzanian 

Government in the form of a subscription to TANESCO's equity capital. 

2. The detailed proposals for the project, which were prepared 

for TANESCO by a firm of Swedish engineering consultants, were appraised 

in the field by a mission from the Bank and a representative of the Swedish 

International Development Authority (SIDA) in April 1970. At that time, 

although a ground survey of the proposed route of the transmission line 

from Kidatu to Ubungo had not yet been carried out, it was evident from 

map studies that the transmission line would have to pass through Mikumi 

National Park, since the terrain to the south of the Park is extremely 

rugged and to the north extremely swampy, and to construct the line around 

this entire area would have been exorbitantly expensive. The line had 

in fact been plotted by the consultants to follow the route of the Tan-Zam 

Highway, the main road artery between Tanzania and Zambia, which also 

crosses the Park. Telephone wires already run parallel with the Highway 

(as also does the Tanzania-Zambia oil pipeline, though this is underground) 

and no objections were anticipated by TANESCO or Government officials 

immediately concerned to the proposal that a similar route should be 

adopted for the transmission line. 

3. Prior to negotiations for the Bank loan and Swedish credit, which 
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were held in Washington in mid-September 1970, a preliminary reconnaissance 

of the possible ecological effects of the Kidatu Project was conducted by 

a team from Sweden. This study, which concentrated upon the effects of 

the construction works at Kidatu, revealed that certain questions - for 

example, vegetation and hydrologic changes, health problems, the need for 

population resettlement, new fishing and ga~e opportunities - should receive 

close attention, and during negotiations it was agreed with the Government 

of Tanzania that these matters should be studied further with a v~ew to 

ensuring that appropriate timely action would be taken to deal with them. 

The preliminary ecological study did not corr~ent upon the proposed route 

of the transmission line; and the issue was not raised d~ring negotiations, 

at which the Tanzanian Government, TANESCO and the consultants were 

represented. 

4. The first indication received by the Bank that any dispute existed 

about the proposed route of the transmission line was contained in a letter 

to }tr. McNamara in late September 1970 'from Mr. John Owen, Director of Lv 
~ , 

Tanzania National Parks. In his letter Mr. Owen stated that the proposed 

route of the line passed directly through the best game-viewing areas of 

Mikumi National Park and close to a new Government-owned Game Lodge. The 

park authorities had suggested that the alignment be moved so that the 

pylons would be hidden to a large extent by some hills and so minimize the 

damage ~o the beauty of the Park. Mr. Owen stated that TANESCO had declined 

to make this re-alignment on the grounds of extra cost. Subsequently 

Prince Bernhard of the Netherlands also wrote to Mr. McNamara about the 
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the transmis?ion line, supporting ¥~. Owen's hope t ,hat the line could be 

placed so as not to affect adversely ~likumils aesthetic qualities. 

Following the receipt of Mr. Owen's letter a member of the Bank's 

staff who was visiting East Africa in mid-October on other business was 

instructed to contact the General Manager of TANESCO to enquire about the 

matter. He learnt that the General Manager had been away on holiday in 

Europe when this issue had been raised. by the park authorities; it is not 

knm~ with whom in the .company the park officials had discussed their 

complaint about the route of .the tra~smission line and their proposed 

alternative, but it was apparently not one of the top management. However, 

the General Manager stated that the park authorities' complaint had been 

brought to the notice of the Minister of Commerce and ~ndustries, to whom 

TANESCO is responsible. Because of the objection, the Minister had written 

on August 4, 1970, to the Minister of Tourism to seek his consent to the 

proposed route of the line through Mikumi Park, pointing out that TANESCO 

claimed that a re-alignment as suggested by Mr. Owen. would raise some 

financial and technical problems and might in 'any case actually worsen the 

effect on the scenery rather than improve it. The Minister of Tourism, 

in his reply dated August 18, 1970, had given his approval to the proposed 

route. He requested, however, that every effort be made by TANESCO to 

minimize the effect of the line on the scenery in the ~ark. ' 

6. At this point the Bank itself did not have the facts to judge 

the validity of Mr. Owen's complaint, the feasibility of his proposed 

solution, or the force of the counter arguments which had been put forward 
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by TANESCO. At the same time, there was a danger that, since the matter 

had already been the subject of consultation at ~~l level, the issue 

might be a sensitive one in Tanzania, particularly as there appeared to 

be irritation in some circles in Dar es Salaam at what was regarded as 
I 

unwarranted interference by t4e conservation lobby and an attempt 

to preserve the natural amenities of Tanzania for foreign visitors at the 

expense of economic development. Nonetheless, on the basis of the available 

information, it seemed likely that a minor deviation could be made to the 

proposed route of the line which would make it less aesthetically objectionable 

without detriment to the project. The Bank therefore decided that a two-man 

mission should investigate in the field what steps were being or might ·be 

taken to comply with the Minister of Tourism's request that the effect of 

the line on Mikumi Park should be minimized in the interests of conservation. 

The mission visited Mikumi in mid-November 1970 accompanied by 

the General Manager of TANESCO, the Project Consultant1s line surveyor, 

the Chief Park Warden responsible for Mikumi and Mr. Owen. The Chief Park 

Warden indicated two alternative routes to the proposed route of the trans-

mission line. His preference was for a route just outside t~e northern 

"and eastern boundaries of the Park, leaving the route of the Tan-Zam Highway 

just before it entered the northern end of the Park and rejoining it about 

two miles beyond the point where it left the eastern boundary. This diversion, 

however, involved the crossing of several miles of swamp which would not 

only have been extremely expensive but would have made maintenance difficult 

and reduced the reliability of the line as a whole. It was also remote 
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from any road or track and would have involved the construction of 20-30 

miles of access roads. The Chief Park Warden's second alternative was a 

deviation of about eight miles in the .immediate vicinity of the new Grune 

. Lodge to the south of the Tan-Zam Highway_ This had. the disadvantage that 0 

the line might still be visible from the Lodge or from the game-viewing 

roads laid out in the Park. It was found, however, that the proposed diversion 

could be improved and shortened by locating the line behind a range of 

small hills a little further south where it would be completely hidden 

from the view of tourists. 

8. Mr. ~venenthusiastically supported this proposal. The General 

Manager of TANESCO also had no objections to it, since the Project Consultant's 

surveyor estimated that the new route of the transmission line would involve 

an insignificant increase in construction costs. In addition, there would 

be no difficulties in maintenance. The Chief Game Warden offered to con

struct access roads and to provide armed game scouts at any time to protect 

maintenance gangs working in the Park - an important consideration, since 

the Park contains , a high concentration of dangerous animals including 

several large herds of buffalo, about 400 elephants and 100 lions. It was 

agreed by TANESCO and the park authorities that, as the diversion to the 

proposed route was in accordance with the Minister of Tourism's expressed 

wishes and would have a minimal effect on project costs, there was no need 

to refer the matter to Ministerial level for approval. The outcome was a 

reflection of the good sense of the senior officials involved, their joint 

recognition of the broader issues raised by the matter, and the cooperative 
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spirit among them. The agreed diversion to the proposed route of the 

transmission' line was reported in the Tanzania nStandard" at the same 

time as the announcement 'of the signing of the Bank loan and Swedish credit 

for the Kidatu Project on December 14, 1970. 



January 11, 1971 

MEMORAN"DUH FOR MR. BROCHES 

Mr. Eynon's letter to me of December 20, 1970, 
suggests my immediate resignation from the World Bank 
Group. His reasons for this suggestion relate in part 
to charges of Itpoor management, bad judgment and a seem
ing lack of propriety in the conduct of the affairs of 
the ~Illternational Finance) Corporation over a period 
from March 1968 to !1arcn 1970" set forth in bis letter 
to Hr. Gaud of Narch 28, 1970. 

I have asked you, as an officer of the World 
Bank Group independent of IFC, to investigate the charges 
of impropriety contained in Mr. Eynon's Hareh 28, 1970, 
letter. Your investigations should include an interview 
with 1r. Eynon, and any other steps you consider necessary 
or desirable. 

I have instructed IFC to cooperate completely 
with you in your investigations. You are to carryon the 
investigation free of instructions from anyone, including 
myself, and in reaching and presenting your conclusions 
should consider yourself entirely independent from IFe and 
its officers, including myself. 

TMC:AB:ml 

PIs· 1\ l\ Igne~, r ' .. it 3. r.~cN amara 

Robert S. Mc amara 



THE WORLD BANK - PAST, PRESENT, AND FUTURE 

Introduction 

"1. At the international conference at Bretton Woods in 1944, it W?s 
decided to create two new institutions: the International Monetary Fund and 
the International Bank for Reconstruction and Development (or World Bank). 
Both opened for business in 1946. The Fund's objective was bto prevent the 
recurrence of disruptions by devaluations and exchange restrictions which 
had characterized the inter-war period, and to ensure the orderly conduct of 
financial affairs among member countries. Under carefully prescribed circum
stances, members can draw on the Fund for foreign exchange when they are faced 
with temporary difficulties in meeting international payments; recently the 
Fund facilities have been further expanded through the introduction of Special 

d Drawing Rights. The Wotld Bank was conceived as a supplement to the Fund 
arrangements, and was designed to ~hanne1 investment funds, first into recon-

"struction of the damaged economies of Europe, and subsequently into economic 
development generally. It obtained part of its resources from capital sub
scriptions paid by its members "but for most of its funds it was expected to 
rely on the sale of its securities in private capital markets. 

2. The Bank's earliest loans, in 1947, were made to provide foreign 
ex~hange for the reconstruction efforts of Denmark, Francer Luxembourg, and 
the Netherlands. With the introduction of the Marshall Plan in 1948 to supply 
this type of finance, the focus of the Bank's lending shifted gradually toward 
development projects and deve"loping countries (although loans were made to 
Italy as recently as 1965 and Japan in 1966). Much of the Bank's lending in 
the 1950s was for basic infrastructure projects - railroads, highways, dams 
and power plants. While the transportation and power sectors sti 11 account 
for about half of the Bank's lending, there has been a stepdy increase during 
the 1960s, and more especially in the last few years, in financing for other 

"sectors such as agriculture, industry, and education. This shift has been 
paralleled by a broadening concern for the overall problems of development, 
and increased attention to th~ whole set of policies and external factors 
which affect the economic proipects of individual developing countries. The 
Bank recognizes a country's right to set its own development pattern and 
objectives. The Bank does not try to impose any prescribed set of policies 
on its "borrowers, for example in such controversia1.areas as the ownership 
of industry or the organization of agriculture, nor does it oppose national
ization of properties as long as equitable compensation is provided. On the 
other hand, the Bank does expect the most effective possible management of a 
country's sca"rce resources, both physical""and human, irrespective of the 
government1s political ideology. 

" 
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! 3. Virtually all independent developing countries are members of the 
Bank, as are all the Western advanced countries except ~witzerland; the only 
present member with a communist government is Yugoslavia. Each of the 113 
members has subscribed to shares in the Bank's capital, th~number of shares 
held by each member being determined according to a formula which takes into 
account the size of the member's economy and the relative importance of its 
foreign trade. Voting power in the Board of Executive Directors is roughly 
proportional to shares held. The Board now has 20 members, one each appointed 
by the five shareholders with the largest number of votes (US 24%, UK 10%,
Germany 5%, France 4%, and India 3%), and the remaining 15 elected by groups 
of member countries. Owing to a recently authorized adjustment in capital 
subscriptions, Japan wi 11 become the fifth largest shareholder on February 1, 
1971, and wi 11 therefore be entitled to appoint an Executive Director, in~reas
ing the size of the Board temporarily to 21. Each Board member votes the 
shares of the country or group of countries he represents. Developing coun
tries taken together hold close ' to 40% of the · votes. The Execu~ive Directors 
function in continuous session at the Bank's headquarters, meeting as often . 
as required, and their salaries (now $35,000 per year, net of tax) and staff 
are provided by the Bank. The President is Chai rman of the Board and senior 
executive of the institution; he has by tradition been a US citizen, while 
the Managing Director of the International Monetary Fund has been a European. 

- 4. The Bank is by far the largest mu1tt'lateral lending institution, 
although there are a number of regional banks, some of them patterned after 
and established with the assistance of the World Bank. The African Develop
ment Bank has been formally in operation since 1967," but has limited its 
membership to countries on the African continent and has, therefore, had to 
rely for its resources on capital subscriptions from the countries it is 
designed to serve; very few loans have been made. The Asian Development 
Bank commenced operations in 1968, and has achieved rapld .growth in commi"t
ment levels (nearly $100 million in 1969 and about $175 million in 1970). 
The developed country members include the US and Japan, each of which holds 
17% of the voting power, and most countries in Western Europe; the develop-

. ing countries of the region hold 35% of the votes. The oldest regional bank 
is the Inter-American Development Bank, which started lending in 1961, and 
made commitments totalling $645 mi 11ion in 1970. The US holds 42% of the 
voting pONer; all other members are developing countries in Latin ~merica 
and the Caribbean. 

5. The World Bank coordinates its activities with those of the 
regional banks, and provides them with much of the country economic analysis 
they need in assessing requests for loans. Qu~stions have occasionally arisen 
as to whether the World Bank or the regional bank should take up a particular 

.project, but with improved programming and coordination by all parties such 
issues are normally resolved without difficulty. Coordination is equally 
important within member governments to ensure that ~oli~ies pursued by an 
Executive Director on one of the regional institution's Boa.rds are consistent 
with those pursued by the same country's representative on the Bank's · Board. 
In a recent case the US Executive Di rector at the Inter-American Development 
Bank voted in favor of lending to Peru, whi le the US has indicated to the 
World Bank that th~ Bank should not lend to that country. 
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The World Bank Group 

6. The World Bank Group comprises three lending institutions, the 
Bank itself, the International Finance Corporation (IFC) which was estab
lished in 1956, and the International Development Association (IDA) founded, 
with strong US support, in 1960. All share the same general objectives and 
organizational structure, and approximately th~ same membership and voting 
systems (although not all members of the Bank are also members of IFC and 
IDA). But they differ significantly in their sources of . financing, and IFC 
differs from the Bank and IDA in the nature of the projects for which commit
ments are made. 

7. IFC's objective is to stimulate the flow of private capital for 
investment projects in developing countries. The Corporation can make equity 
investments as well as loans for this purpose, and seeks thr~gh its parti
cipation to ensure that a project is well conceived from technical and economic 
standpoints, and that it is appropriately managed and .financed by local and 
foreign investors. The local investors may include the government of the 
country, provided that the government is not in a majority .position among the 
shareholders (if the government wishes to assume the dominant role in a pro
ject, a loan from the Bank or IDA may be an alternative possibility). The 
climate for IFC's operations varies from country to country and over time, 
but the level of new commitments has risen steadi 1y, especially in the last 
two fiscal years. Last year for the first time it exceeded the $100 million 
mark. IFC's resources are its paid-in cap ·ital ($107 million), its retained 
earnings which have been allocated to reserves ($65 million), and an authority 
to borrow up to four times its unimpaired capita ~ and surplus ($200 million 
has already been borrowed from the Bank under this authority). Only capital 
and reserves are available to finance IFC's equity investments. If the recent 
expansion is to be sustained and advantage taken of all the investment oppor
tunities which present themselves, IFC's resources both for lending and equity 
investment will have to be increased within the next two years. 

8. IDA was established as the soft loan counterpart of the Bank, to 
lend to countries which offer opportunities for productive development invest
ment, but whi ch because of e{ther thei r poverty or thei r heavy external debts 
are not creditworthy for Bank loans. Except for the financial resources on 
which they depend, and the corresponding terms on which they lend (the Bank 
typically for 25 years at a standard lending rate which is now 7.25%, and IDA 
for 50 years at a service charge of .75% a year), the two institutions are 
identical in objectives and p~ocedures. The Bank staff also serves as the 
staff of IDA. Loans are made exclusively to governments or with a government 
guarantee, and the technical and economic evaluation of a project is completely 
independent of whether Bank or IDA f~nds may eventually be used to finance it. 
The decision to employ Bank or IDA funds (or a blend of both) is made solely 
on the basis of the country's economic situation. All projects financed by 
the Bank and IDA have the re fore been app ra i sed wi th t he same s t r i ct s t.anda rds. , .. 
Whenever possible, as part of the appraisal process, the Bank measures the 
economic benefits of a. project and calculates :the ·rate of return on the 
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i"nvestment. Despite the 'd(fficulties inherent in this -krind of calculation, 
it could be made for over $1.4 billion of the $2.2 billion financed last 
fiscal year, and for these projects the economic return averaged just over 
20%. It is the Bank's current policy not to finance any project with a7ate of 
return be low 9%. 

9. In addition to work on projects, the Bank and IDA staff conduct 
regular intensive surveys of the economies, and sectors within economies, of 
developing member countries. On the basis of these studies, advice is given 
to the governments concerned, and studies are prepared for the use of the 
country and interested aid donors, meeting usually under the sponsorship of 
the Bank and IDA in "consortia" or "consultative groups". Such meetings, con
vened periodically for about 20 major developing countries, provide an occasion 
for interested bi lateral aid sources to consider among themselves and with the 
government the country's developmentplans, prospects, and financing requirements. ' 
Bi lateral aid programs can then be formulated ~ithin the framework of a coordi-
nated international effort. ' 

10. The recent growth in volume and scope of the Bank and IDA is re-
flected in the Bank's five-year financial and operating program. The five- " 
year program covers ,the period FYl969-73, and its goal is to double ' Bank Group 
lending compared with the previous five years FY1964-68 when it totalled 

' $5.6 billion. Within this general objective, the program call,s for a doubling 
of lending to Latin America and a threefold increase to Africa, and on a sec
toral basis ' for a threefold increase in lending for education and a quadrupling 
for agriculture. Since the program started, the volume of activity has been 
built up to well over $2 billion a year, and there is every expectation that 
the goal of doubling lending will be met. As to the specific area and sector 
targets, lending 'to Africa in the past two and a half years has been at a rate 
145% higher than for the previous five, and it has grown rapidly also in Latin 
America; loans for education in the past two and 'a half years are at a rate 
160% higher than for the previous five, and for agriculture at a rate 190% 
higher. Lending has started in new fields such as population and tourism pro
jects, and loans have been made to fourteen of the very poor countries which 
had no financing from the Bank or IDA in the previous five years. On the 
basis of the results of the first half of the program, it is likely that the 
program objectives wi 11 be reached. Work is starting on the formulation of 
a second five-year lending program for the period FY1974-78, taking into 
account the development plans, ' indebtedness situation, and economic prospects 

. of individual member countries. ' 

'. 

Bank Re sou rce s 

11. The B~nk's resources are derived from pai~-in capital ($2.3 billion), 
retained earning~ ($1.6 billion), and borrowings in the capital markets of the 
world ($4.9 billion funded debt outstanding as of December 31, , 1970),. The 
doubling of lending volume together with a parallel , rise in liquid assets of 
70% since FY 1968 has requi red ,a great 1y expanded ,borrowing program. Attachment 
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A is a preliminary long-term financial projection for the Bank. Attach
ment B sets out the corresponding minimum required borrowing program 
through FYl978. I t shows that net borrowings in FYl969-73 wi 11 )be more 
than three times the level in FY1964-68, and another 20% higher in FY1974-
78. It should be emphasized that the minimum borrowing requi rements are 
estimated extremely conservatively, assuming no further increase in the 
annual commitment level after FYl975,. and a substantial drawing down of 
liquid assets during the period FY1972-78. Either of these assumptions 
may turn out to be wrong; it may well prove desirable to continue the 
rise in commitments after FY1975, or to maintain or even increase the 
amount of liquid assets held. 

l2~ Faced ,with these enlarged borrowing requirements the Bank has 
made a conscious effort to diversify the sources of its funds '. Attachment 
C summarizes the net borrowing program by type of issue. The proportion of 
total net borrowings raised outside the US rose from under 40% in FY1964-68 
to 60% in FYl969-73, and is likely to be somewhat over 50% in FY1974-78. 
Diversifying the source of funds is made more difficult ,by the necessity 'to 
obtain the government's permission before any borrowing can be arranged in 
a country. The US Treasury has very recently granted the Bank permission 
to offer a $200 million medium-term issue in January, following a $200 million 
long-term issue last July. As Attachment B shows, the borroviin,g program in
cludes new issues in the US of approximately $450 million a year for the next 
five years; in granting permission for the forthcoming January issue, the 
Treasury indicated that it was not thereby committing itself to particular 
amounts· for future years. 

13. In addition to finding new markets in Europe for public bond 
issues, the Bank has broadened the volume and range of securities it offers 
through private placement. A series of two-year bonds held and in most cases 
regularly rol led over by over 70 central banks has been increased to the point 
where more than $700 mi 11 ion in bonds are outstanding. In the past year the 
central bank of Japan has agreed to purchase three to five year notes amount
ing to $400 million, and it is expected that these will be rolled over as they ' 
fall due in a similar way to .the Bank's notes held by the Deutsche Bundesbank, 
amounting to nearly $650 million outstanding. Issues have been placed in the 
Middle East - in Kuwait, with the Saudi Arabian monetary authority, and most 
recently with the central bank of Libya; and in the last two years $275 million 
has been borrowed from various savings insti tutions in Germany .. 

14. New ways of increasing the Bank's resources are being explored, in
cluding delaying disbursement~ on the amounts transferred to IDA each year out 
of the Bank's net income 'until IDA has drawn down the funds committed to it 
from all other sources under each replenishment . . One eventual source of new 

"' funds would be an increase in the Bank's capital . . A small capital increase, 
designed to adjust countries' shares so as to 'keep them roughly in line with 
their quotas in the International Monetary Fund, has just become effective. 
it is expected to raise capital avai lable for lending by some $160 million, 
of which the US share is $24.6 million. But it was agreed ·during the recent 
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negotiations on IDA resources that the Bank would not propose any scheme 
requiring additional capital payments during the IDA Third Replenishment 
period, FY1972-74. 

15. The Bank's net income has risen very rapidly in the last two 
years, partly as a result of exceptionally high earnings on liquid assets. 
As can be seen in Attachment A, the level is expected to remain for two or 
three years at approximately the same level as last year ($216 million after 
exchange adjustments). In recent years about "half the net income has been 
transferred as a grant to IDA, and the rest retained for the Bank's operations. 

IDA Resou rces 

16. Grants to 'IDA out of the Bank's net income total $485 million to . 
date. Apart from them, IDA depends fo~ its resources entirely on contribu
tions from the governments of its more developed members, the so-called 
Part I countries. Resources contributed by them up to now qmount to $2.8 
bi llion. Negotiations among the Part I governments have been arranged period
ically to agree on both a total amount for ' the Replenishment of IDA funds to 
cover each successive three year period, and also the share to be ~ontributed 
by each government. The Second Replenishment period comes to an end .in June 
1971, by which time all resources available to IDA will be exhausted. ·With 
this in mind, negotiations were started a year ago for the Thi rd Replenish
ment. The US government played a most important and constructive role in 
the negotiations, urging adoption of the highest Replenishment amount dis
cussed by governments, $1 billion a year or $3 billion for the whole Third 
Replenishment period (the Second Replenishment amount was $400 million a year 
or $1.2 bi llion for the whole period). Other governments would 'not accept 
such a high figure, however, and agreement was reached among thei r represen
tatives last summer on an amount for the Third Replenishment of $800 million 
a year, or $2.4 bi 11 ion over the period FYl972-74. Some minor adjustments in 
shares were made, but the US share remains 40% as in previous Replenishments, 
resulting in a commitment of $320 million a year. 

17. The process of ratification by legislatures is now under way, in 
the US and other countries. Action by the Congress before June 30, 1971, is 
of critical importance to the effectiveness of the Replenishment Agreement, 
since if the US contribution is not made the minimum amount required to make 
the Replenishment effective w~11 not be reached, and other countries wi 11 be 
under no obligation to put up the remaining 60% of the contributions. Passage 
of the necessary legislation may well present problems in view of other pro
posals in the area of foreign assistance, but this is a matter of utmost 
urgency if IDAls lending activities are not to be cut off at the end of June. 
Effectiveness of the Second Replenishment was delayed for well over a year 
because of US Congressional inaction, with the result that IDA commitments 
were sharply reduced for two successive years. Such an outcome would have ' 
substantially more damaging consequences in the developing world today because 
of the larger share in . total aid flows which IDA lending now constitutes. 



~. 

-( 7, -

Bilateral Aid Flows 

18. The bilateral economic aid program of the US declined signifi
cantly after the immediate post-war period (in 1949, for example, it con
stituted 2.8% of GNP). After rising in the early 1960s, disbursements have 
fal len steadily since 1964 (with the exception of 1967); the reduction is 
even more dramatic in relation to GNP, from 0.5% in 1960 to 0.3% in 1969. 
The size of the US economy and therefore the absolute amounts involved in 
US aid are so large that even marginal reductLons in the US program have a 
very substantial impact on the total flow of aid to developing countries. 
Attachment D shows the flow of official development assistance and total 
net disbursements from the members of the Development Assistance Committee 
of the Organization for Economic Cooperation and Development (OECD/DAC) to 
developing countries for the past decade and projected over the next') five 
years. The projections are based on statements by offici'als of the govern
ments concerned (in some cases these statements had to be supplemented' by 
additional assumptions in order to arrive at the figures shown). Financing 
flows from DAC members cover well over 95% of ' all 'inflows received by develop
ing countries. 

19. For all DAC members combined except the US, the proportion of GNP 
flowing to developing countries declined during the early 1960s, but 'in the 
past two or three years there has been a reversal of the trend, and the amount 
reached 1% of GNP in 1969~ Some decline is expected in the next year or so, 
but by the mid 1970s this level should be achieved year by year. With the 
US included, howevery the record and the prospects are both much worse. On 
present indications, the current level of about 0.7% of ~he combined GNP of 
all DAC members flowing to developing countries is not likely to rise at all 
through 1975, because of the projected decline in the US component. The 
picture is even gloomier wheQ considering Official Development Assistance, in 
many ways a far better measure of a country's aid efforts than total net dis-
bursements, since it includes only gevernment programs with a concessional 
element and a developmental purpose, and therefore leaves out government loans 
on commercial terms, export credits, and private investment flows. For all 
DAC members except the US, Official Developmen~ Assistance as a proportion 
of GNP fell from 0.5% to 0.4% early in the 1960s, but has recently sho~n signs 
of rising again, and is expected to reach 0.5% once more by the mid 1970s. But 
the steady decline in the official US aid flow, to approximately .28% of GNP 
in FY1971, depresses the grand total for all DAC members so that the proportion 
is barely expected to rise at ~Jl in the next few years. 

20. The Pearson Commission, wh,ich included among its members Douglas 
Dillon, Wi Ifried Guth, a leading 'German investment banker, and Roberto Campos, 
a Brazi lian finance minister turned investment banker, recommended in its 
report a year ago the establishment of a target for Official Development 
Assistance of 0.7% of each advanced country's GNP. This target would com
plement that already generally accepted by DAC members (including the US) of 
1% of GNP as the target for total net disb~rsements. The Commission urged 
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that the 0.7% target be reached by the middle of the decade, but in no 
case later than 1980. Several countries in Europe have publicly committed 
themselves to meet the target by 1975 or earlier, including Belgium, the 
Netherlands, Norway, and Sweden, as can be seen in Attachment 0; and Canada 
and the UK have agreed to the target in' principle even whi le' being unable to 
set a firm date. France is now meeting the target. Germany and Japan have 
both stated they will move towards it, but in both cases although aid programs 
are expected to increase rapidly in absolute amounts, their low initial level 
.combined with rapid gro\AJth in GNP make qui ck achievement diffi cult. In 1969, 
the US ranked 11th among the 16 DAC members in the proportion of GNP devoted 
to Official Development Assistance; on the basis of present trends it will 
rank 14th in 1975. 

21. The Pearson Commission also reCommended that one-fifth of all 
Official Development Assistance be chaftnelled through multi lateral aid 
insti,tutions. This proposal contrasts with more dramatic suggestions that 
have been put forward for immediate and wholesale multi lateralization of 
all aid programs, suggestions that are clearly impractical from a 'political 
point of view. The Commission's proposal, however, would entail an increase 
from the current proportion of about one~tenth; if total development assist
ance grows at the rate shown in Attachment D, there would be an increase of 
more than three times in the absolute amount between 1969 and 1975. An expan
sion of this magnitude is not beyond reach, though it wi 11 require a major 
effort by all the multilateral agencies, and increase the importance of close 
coordination among them. 

22. In the summer of 1969 Ptesident Nixon established a Task Force 
headed by Rudolph Peterson to reexamine US aid policies. Many of the recom
mendations of the Task Force have since been endorsed by the Administration 
and incorporated into its proposals for reform in the field of foreign aid. 
The President, in his message to Congress last. September on Foreign Assistance 
for the Seventies, mentioned specifically his intention to: 

channel an increased share of development assistance 
through the multilateral institutions;· 

provide bilateral development assistance within a frame
work established by the multi lateral institutions; and 

- support measures to improve the access of developing 
countries to the markets of the rich countries, and to 
reduce aid tying r.~strictions~ 

These proposals are completely in line with the objectives of the World Bank 
Group. 

' Attachments 
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Balance Sheet 
Cash & Securities 
Receivable from Delayed Deliveries 
Receivable from Loans c/- Part I 

- - Part II 
- I FC 
- Total 

Receivable from Subscribed Capital 
Land & Buildings Net of Depree. Res. 
Accruals, Prepayments & Other Assets 

TOTAL ASSETS 

Due to IDA 
Undisbursed Loans 
Funded Debt _£/ 
M i see II aneous Li ab i I it i es 
Capital & - Special Reserves 

Reserves - Retained Earnings~/ 
- Paid-in Capital 
- Total 

TOTAL LIABILITIES & CAPITAL 

Income from - Securities 
- Loans: Part I f/ 

Part IT
Total 

Other Income 
Less: Administrative Expenses 

Interest on Borrowings 
Financial Expenses 
Net Losses on Devaluation 

NET INCOME 

SOURCES AND APPLICATION 
Net Income 
Less: · Transfer to IDA 

Net Income Retained 
Receipts of Capital Subscriptions 
Repaid to IBRD on Loans - Part I 

- Part II 

Borrowing by IBRD 
Less: Debt Retirement 

Net Borrowing 

- Total 

Exchange Adjustments on Funded Debt 
Receipts from Sale of Loans 
Increase in Misc. Liabilities 
Payments to IDA over (-} or 

under (+} Transfer to IDA 

TOTAL SOURCES 

Disbursement on Loans 
Exchange Adjustments on Loans 
Real Estate Investment 
Increase in Accrued & Prepaid Exp. 

TOTAL APPLICATION 

Cash, Securities & Delayed Deliveries: 
Year End Balance 

MEMO ITEMS 
Commitments - IBRD Loans~/ 

- IDA Credits 
- Total 

Net Transfer to Part I I Countries ~/ 
- IBRD Loans 
- IDA Credits 
- Total 

2_/ Projections assume: 

Thru b/ 
1961-

1407 
196 

1673 
2575 

'4248 
468 

12 
____§_!_ 

6392 

1317 
2424 

34 
194 
408 

2015 
2617 

6392 

207 
542 
394 

93b 
6 

98 
432 

12 
_5 

602 

602 

b02 
1547 

158 
280 

438 
3592 
1168 
2424 

951 
34 

5996 

4320 

5791 
101 

5892 

1494 

1494 

DECLASSIFIED 

SEP 1 9 2012 IBRD FINANCIAL DATA 2_/ 

(Actual through FY70 and projected FYI971-78) 

WBG ARCHIVES ($millions> 

1962 

1797 
7 

1550 
3131 

5681 
449 

18 
___l! 

7023 

1702 
2528 

43 
224 
476 

2050 
2750 

7023 

54 
71 

-m 
I 

13 
97 

7 
_3 

~ 

98 

98 
54 
11 
93 

104 
271 
163 

108 
-4 

328 
9 

__lli 

485 
-5 
6 

_J.Q 

~ 

882 
134 

TOi6 

112 
12 
~ 

1963 

1738 
5 

1301 
3419 

472o 
436 

21 
___].!}_ 

6999 

1535 
2524 

46 
255 
558 

2081 
2894 

6999 

59 
72 

103 
175 

I 
16 

102 
4 

113 

1i3 
44 
15 
98 

1i3 
121 
126 

-----=5 

296 
3 

~ 

620 
-5 

3 
_8 

~ 

449 
260 
709 

195 
56 

251 

1964 

1589 

1377 
3826 

5203 
437 

21 
___].!}_ 

7329 

1731 
2492 

42 
288 
656 

2120 
3664 
7329 

62 
64 

125 
189 

I 
19 

100 
2 

130 

'1"30 
38 
7 

110 
117 

100 
132 

---:-§2 

155 
-4 

~ 

559 
-I 

810 
283 

1093 

147 
123 

....1J..Q 

1965 

1595 
18 

1552 
4428 

5980 
465 

21 
____22 

8174 

40 
2149 
2742 

43 
289 
743 

2168 
3200 

8174 

62 
68 

137 
205 

I 
22 

106 
2 

138 
50 

88 
20 
20 

117 
137 

598 
348 
250 

110 
1 

+40 

~ 

606 

1023 
309 

1332 

164 
220 
~ 

1966 

1417 

1552 
4988 

~ 
509 

23 
_!.Ql 

8592 

79 
2314 
2806 

49 
290 
807 

2247 
3344 
8592 

63 
70 

157 
227 

2 
30 

116 
3 

_3 

__lli_ 

141 
75 

66 
32 
35 

131 
166 

288 
224 

64 

105 
6 

+39 

478 

668 
-2 

2 
_6 

...§1!!. 

839 
284 

1123 

158 
263 

4'2T 

1967 

1305 
234 

1589 
5443 

100 
7132 

502 
24 

.....!..!..§. 

ll!2 
92 

2381 
3309 

53 
290 
902 

2288 
3480 

9315 

72 
76 

180 
256 

4 
31 

129 
2 

170 
75 

95 
50 
41 

147 
188 

730 
226 

504 

69 
4 

--=.!1 
_2ll 

790 
-7 

I 
___!1 

..J.Q..!_ 

777 
354 

1131 

156 
336 

::§1 

1968 

1167 
234 

1456 
6030 

100 
758b 

479 
29 

..J12 
9620 

43 
2371 
3524 

59 
291 

1038 
2294 
3623 

9620 

66 
84 

200 
284 

7 
34 

151 
2 

~ 

~ 

147 
10 

137 
29 
68 

168 
23b 

735 
514 

221 
-6 
65 

6 

....:!±2 

...§12 

772 
-7 

5 
_7 

...lll 

847 
107 
954 

147 
310 ::::g:z 

-Transfers to IDA out of IBRD Net Income of $100 'million p.a., disbursed last. 

1969 

1707 
141 

1562 
6975 

100 
86'37 

462 
34 

..J.§1 
II 144 

92 
3007 
4222 

89 
292 

II 35 
2307 
3731+ 
~ 

88 
91 

224 
3T5 

8 
41 

195 
3 

172 
75 
~ 

30 
87 

211 
298 
1224 
526 

698 
52 
30 

~ 
1254 

762 
2 
5 
~ 
_§_Q.z 

1399 
385 

1784 

142 
245 

:ill 

-Borrowings costs: 7.6~/o in FY1971, 7.75% in FY1972 and thereafter 7.25% long-term and 6.25% short and medium term. 
- Lending rate 7.2r;'lo. 
- Rate on new security investment 6. l~lo from FY1973 on. 

ATTACHMENT A 

1970 

2049 
43 

1285 
8394 

200 
9879 
432 

37 
....!.2§. 

12638 

163 
3905 
4612 

100 
292 

1250 
2316 
3858 

~ 
149 
92 

253 
345 

II 
45 

242 
4 

_.:1 

_]_!..§. 

216 
100 

1i6 
39 

109 
220 
329 
735 
436 

299 
90 

195 
11 

...:tZl 

.!.!2Q 

772 
96 

3 
__l2. 

..2Q§_ 

1580 
606 

2i86' 

167 
130 
297 

1971 

2439 
17 

1193 
9824 

300 
m 

564 
37 

__21§_ 
14592 

239 
4706 
5371 

122 
292 

1362 
2500 
4i54 

~ 
188 

75 
310 

""395 
8 

58 
307 

4 

212 
100 

1T2 
52 
88 

235 
323 
1309 
550 

759 

52 
22 

...=12. 
~ 
1012 

1800 
588 

2388 

299 
236 
535 

1972 

2552 
67 

II 35 
II 237 

400 
12772 

504 
37 

_ill 

16163 

306 
5339 
6118 

120 
292 

1469 
2519 
'428o 

16163 

181 
77 

365 
442 

11 
62 

362 
4 

207 
100 

107 
79 
90 

295 
385 
1350 
603 

70 
60 
-2 

1800 
920 

2720 

442 
283 
725 

1973 

2276 
100 

1072 
12723 

497 
14292 

444 
37 
~ 
17393 

373 
5847 
6659 

130 
292 

1573 
2519 
4384 

~ 
154 

79 
446 

5'25 
II 
68 

413 
5 

204 
100 

104 
60 
94 

336 
""430 
1267 
726 

541 

50 
10 

...:£l 
~ 

1492 

1900 
920 

2820 

532 
366 

'l39S 

1974 

2026 
100 

1008 
14274 

590 
TSm 

397 
37 

__ill_ 

18689 

439 
6311 
7304 

142 
292 

1682 
2519 
4493 

~ 
131 
79 

520 
599 
II 
74 

452 
5 

209 
100 

"""'ii9 
47 
98 

372 
T70 
1450 
805 

b45 

50 
12 

_1_3 

1649 

2000 
942 

2942 

587 
497 

T'Q'B1i 

1975 

1829 
100 
951 

15831 
580 

T7'3b2 
391 

37 
.-..:!:1.2.. 
19989 

505 
6654 
8046 

155 
292 

1818 
2519 
4629 

~ 
118 
80 

599 
b79 

12 
76 

491 
6 

236 
100 

"'""i3b 
6 

112 
448 

""5bo 
1605 
863 

742 

50 
13 

~ 
..'..2ll 
1757 

1667 
133 
880 

1732?. 
556 

TS75'S' 
391 

37 
285 

21271 

537 
6870 
8892 

170 
292 

1991 
2519 
48o2 

~ 
107 
81 

701 
782 

12 
76 

544 
7 

273 
100 

173 

108 
521 

b'29 
1853 
1008 
845 

75 
15 

....:!]1 

.llZQ 

1884 

2100 2100 
----------- .J./ 

566 528 
----------- .!/ 

£!Balance sheet entries are as of June 30, 1961. Other entries including related memo items are totals up to that date from June 25, 1946 for IBRD and from September 24 1960 for IDA 
E:./ Amounts receivable from loans include undisbursed portions. Loans guaranteed by IDA Part I countries are included in the Part 1 category. ' · 
d/ IBRD Funded Debt includes delayed deliveries. 

1977 

1558 
150 
819 

18728 
534 

20081 
391 

37 
__l2.Q 

22517 

607 
7020 
9691 

185 
292 

2203 
2519 
5014 

~ 
98 
81 

797 
879' 

16 
76 

597 
7 

312 
100 

"""2i2 

107 
595 
702 

1783 
984 

799 

75 
15 

..£!!!. 
1874 

1951 

1978 

1482 
150 
763 

20029 
509 

21301 
391 

37 
_ill 

23676 

700 
7104 

10411 
198 
?.92 

2452 
2519 
5263 
~ 

93 
79 

892 
97T 

16 
76 

647 
8 

349 
100 

249 

109 
695 

804 
1905 
1185 
72o 

75 
13 

2100 2100 

438 351 

Actual Projected 
1964-68 1969-73 1974-78 

1167 
234 

1456 
6030 

100 
~ 

479 
29 

__!12 

9620 

43 
2371 
3524 

59 
291 

1038 
2294 
3m 
9620 

325 
362 
799 

TT6T 
15 

136 
602 

11 
~ 

726 

726 
210 

Sib 
169 
171 
673 

8'44 
2451 
,1444 
T5'67 

-6 
504 

13 

~ 
3090 

3395 
-17 

8 
~ 
3090 

4296 
1337 
5633 

772 
1252 
2o24 

2276 
100 

1072 
12723 

497 
14292 

444 
37 

244 

17393 

373 
5847 
6659 

130 
292 

1573 
2519 
'43S4 

~ 
760 
414 

1598 
2012 

49 
274 

1519 
20 
-2 

.!.Q.!Q 

1011 
475 

""536' 
260 
468 

1297 
Tm 
5885 
2841 
3044 

90 
409 

71 

+330 

6505 

5305 
98 

8 
__l.!.2 
6505 

8479 
3419 

11898 

1582 
1260 
2842 

1482 
150 
763 

20029 
509 

2-l301 
391 

37 
_lQ.Q 

23676 

700 
7104 

10411 
198 
292 

2452 
2519 
5263 

~ 
547 
400 

3509 
3909 

67 
378 

2731 
33 

1379 
500 

879 
53 

534 
2631 
3165 
8596 
4845 
3751 

325 . 
68 

+327 

8571 

9244 

10400 

2470 

~Transfers to IDA out of IBRD Net Income have been charged to IBRD Retained Earnings and added to IDA's resources, in the year of authorization, i.e, the year following that in which the income was earned, 
f/ Loans guaranteed by Part I countries and from IBRD to IFC are included in the Part I category. 
~/ IBRD commitments shown here are to countries, i.e. excluding loans to IFC of $100 million in each of FY1967, 70, 71, 72, 73 and 74. 
~/Net transfer to Part I I countries indicates disbursements net of repayments and interest or service charges paid both to IBRD (and IDA) and to third parties in connection with all IBRD/IDA t' 
ll IDA Commitments and Net Transfers after FY74 will depend on IDA Fourth and subsequent replenishments, opera Ions in Part I I countries. 
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III. IBRD: BORROWINGS. REPAYMENTS AND COST OF BORROWINGS FY1961-78 

($ millions and percentages) 

ATTACHMENT B 

Outstanding Through Fiscal Years Total Total Total 
6/30/70 6/30/78 1961 a/ 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1 76 1977 1978 1964-68 1969-73 1974-78 

TS 

2 Yr. Central Bank - Borrowings 
Issues - Repayments 

- Net 

Bundesbank - Borrowings 
- Repayments 
- Net 

Bank of Japan - Borrowings 
- Repayments 
- Net 

Other Governments £/ - Borrowings 
- Repayments 
- Net 

OTHER ISSUES 
Austria - Borrowings 

- Repayments 
- Net 

Belgium - Borrowings 
- Repayments 
- Net 

Canada - Borrowings 
- Repayments 
- Net 

Germany - Borrowings 
- Repayments 
- Net 

Gulf States - Borrowi ngs 
- Repayments 
- Net 

Japan - Borrowings 
- Repayments 
- Net 

Kuwait - Borrowings 
- Repayments 
- Net 

Netherlands - Borrowings 
- Repayments 

687 1000 

648Y 648Y 

200 500 

72 252 

70 

73 178 

58 n!/ 1666 ~/ 

50 

550 

42 210 

- Net 40 108 

Switzerland - Borrowings 
- Repayments 
- Net 144 

UK Borrowings 
- Repayments 
- Net 31 

Other Countries ~/ Borrowings 
- Repayments 
- Net 38 

TOTAL NON-US - Borrowings 
- Repayments 
- Net 2567 

US Market - Bonds Issued 
- Repayments 
- Net 2045 

190 

13 

14 

5528 

4882 

- Rollovers 1607 £/ 2400 £/ 

350 
150 
200 

1156 
553 

603 

81 
42 

T9 

10 
o 

10 
54 
18 

36 
50 
o 

50 

36 
_3 

33 
154 

10 
144 

56 
4 

52 
64 
~ 

5 

2011 
....ill. 
1172 

1585 
...ill 
1252 

100 
100 
o 

24 
o 

24 

O · 
5 
~ 

o 
-1 

-3 

o 
2 

--=z 
23 

~ 
o 
I 

-:r 
24 

-1 
21 

171 
145 
2b 
100 

22 
~ 
100 

100 
100 
o 

5 
o 

5 

5 
~ 

5 

o 
I 

--:-r 

121 
112 
9 

o 
14 

:-r4 

100 
100 
0" 

o 
I 

-:r 

o 
2 --=z 
o 
~ 

-9 
o 
I 

--:-r 

100 
113 
:0 

o 
~ 
-19 

100 

100 
100 
0" 
198 
~ 

o 

23 
II 

12 
63 

5 
"58 

o 
2 

--=z 
14 

----2 
5 

o 
2 --=z 

398 
ill 

71 

200 
21 

179 
298 

200 
100 
100 

70 
70 o 

o 
12 

:-r2 

18 
I 

17 
o 

----2 
-9 

o 
I 

-:r 
o 
I --:-r 
o 
2 

--=z 

288 
196 
92 

o 

~ 

200 
100 
100 

64 
64 

o 

o 
6 

--=6 

19 
I 

18 
o 

--2 
-7 

o 
2 --=z 

22 
-1 

19 

o 
2 

--=z 

305 
185 
Fa 
425 

41 
~ 

225 
200 
2s 

91 
91 

0" 

32 
17 

Is 

14 
I 

13 
30 
5 

2s 

II 
2 

9 
17 
o 

17 
o 
2 

--=z 
14 
o 

14 
435 
ill 
ill 
300 
ill 
105 

308 

337 
200 
m 
161 
161 
0" 

15 
4 

-I-I 

o 
10 

To 
o 

15 
:)5 

400 
--2 
393 

42 
o 

T2 
o 
I 

-:r 
19 
32 
~ 

o 
2 

--=z 

974 
432 m 
250 

~ 

350 
225 
ill 
148 
148 
o 
200 

o 
200 

o 
4 
~ 

37 
6 

3T 

o 
I --:-r 
o 
2 --=z 
o 
2 

--=z 

735 

~ 
o 

~ 

375 
337 
38 
144 
144 
0" 
200 

o 
200 

28 
4 

24 

15 
o 

Is 

96 
II 

as 

34 
2 

32 
17 
3 

14 
o 
6 

--=7) 

909 
507 
402 
450 

~ 
TOTAL ISSUES TO 

GOVERNMENTS - Net Increase 842 24 
100 

5 
170 
88 

164 
94 40 

361 
148 

373 481 
321 262 

147 300 18 
48 

466 386 
211 

TOTAL OTHER ISSUES - Borrowings 
- Repayments 
- Net 

2009 
~ 

3005 ~/ 8010 ~/ T5S2 -fa 
16 
26 

To 

o 
..E 
-32 

50 
250 -30 

56 
4iO m 

711 
161 
550 

37 612 
60 65 

-23 547 
GROSS BORROWINGS - Non-US 

- US 
- Total 

NET BORROWINGS - Non-US 
- US 
- Total 

SALES OF LOANS - Participations 
- Portfolio Sales 

2567 
2045 
1i6i2 

- Repatriation Sales 
- Total Loan Sales 

COST OF NEW BORROWINGS 

5528 
4882 

10410 

ISSUES TO GOVERNMENTS - 2 Yr. Central Banks 
- Bundesbank 
- Bank of Japan 
- Other Governments 

OTHER ISSUES - Canada 
- Germany 
- Netherlands 
- Switzerland 
- Other Non-US 

Average All Non-US Borrowing 
US Market 

AVERAGE COST OF ALL NEW BORROWING 

2011 
l2§2 
~ 
1172 
1252 
2'424 

314 
428 

....ill 
1013 

171 
100 
ill 

26 

~ 
32 

146 
141 
ill 

121 

121 

9 
-14 
-5 
12 

170 
~ 
.ill 

100 

100 

-13 
:J.2 
-32 

47 
44 
82 
ill 

398 
200 
~ 

71 
179 
250 

30 
49 

~ 

288 

2S8 
92 

-34 
58 

10 
24 
48 

82 

305 
425 
.ill. 
120 
384 
504 

14 
16 
39 

69 

435 
300 
735 
116 
105 
221 

54 
10 
~ 
ill 

974 
250 

T224 
542 
156 
~ 

8 
6 

12 
:J! 

735 909 
450 

ill .!l.22 
348 402 
-49 407 
122809 

3 
1 

169 
ill 

20 

17 

..ll. 

3.50 4.00 3.75 4.00 4.25 4.81 5.69 5.96 6.34 8.06 7.19 
4.23 4.19 4.54 5.19 5.91 6.17 7.78 7.84 

7.14 7.50 
4.00 3.75 4.00 5.88 6.43 8.00 

4.65 
4.13 

3.93 

~ 

4.17 
5.15 
4.T5 
4.58 
£TI 

4.65 

5.38 6.06 6.51 
5.63 

4.88 5.53 

7.32 
7.21 
6.94 
5.50 
6.08 
6.'08 
6.32 
6.i8 

6.67 6.88 

5.51 
6.73 
b.44 7.b9 
6.51 
"b.4b m 

8.72 
8.31 
7.15 
8.20 
7.59 
LM 
TIl 

400 
350 
50 
121 
121 
0" 
100 

o 
TOO 

25 
o 

2s 
140 
..12 
III 

5 
o 

-5 

50 
o 

50 
42 
o 

T2 
o 
2 

--=z 
17 

..12 
-12 

o 
I --:-r 

900 
532 
36S" 
450 

71 
379 

471 
150 

729 
132 
597 

900 
450 

ill.Q 
368 
112 m 

25 

25 

....2Q 

400 
375 
2s 
122 
122 
o 

40 
40 

o 
5 
5 o 
6 
1 

5 
15 
o 

Is 

140 
22. 
101 

5 
o 

5 
50 
o 

50 

400 
. 400 
o 
158 
158 
o 
120 
120 
0" 

28 
o 

m 
o 
1 

--:-r 

20 
o 

20 
140 

8 
132 

75 
o 

75 
42 
o 

T2 

400 
400 
o 
185 
185 
0" 
190 
190 
o 

25 
o 

2s 

·0 
I 

--:-r 
20 
o 

20 

196 
II 

ill 
10 
o 

10 
75 
o 

75 

500 
400 
TOO 
123 
123 
o 
132 
132 
o 

53 
28 

2s 

o 
1 

-:r 

30 
o 

30 
196 

22 
174 

10 
o 

10 
100 

o 
TOO 

42 
o 

T2 
17 0 26 0 
3 -1 3.J.2 

14 -3 23 -19 

17 17 28 17 
26 27 4 17 

--=9 To 24 0 
o 0 0 0 
I I 6 I --:-r --:-r --=7) --:-r 

500 
400 
TOO 
122 
122 o 
82 
82 

-0 

25 
o 

2s 

o 
1 

-:r 
20 
o 

20 

196 
25 m 
10 
o 

10 
100 

o 
TOO 

500 
500 
-0 

140 
140 
o 
117 
117 
o 

53 
o 

53" 

30 
o 

30 
196 
76 

Fa 
10 
o 

10 
150 

o 
T50 

42 
o 

4z 
26 0 

2 2 
24 --=z 

28 17 
3 3 

2s 14 
o 0 
I 1 

-:r --:-r 
24 
24 

0" 
817 
612 
205 

1000 1155 1203 1133 1255 
718 800 743 660 839 

282 355 """'4bo -m """4ib 
450 
114 
TIb 
542 

25 

700 
184 
Sib 

450 450 650 
87 63 315 m 387 335 

678 
28 

744 
127 
m 

775 
25 

805 
88 

m 

683 
125 

1045 
375 

b70 
817 1000 1155 1203 
450 450 450 650 

TIb7 mo lbo5 :!ill 
205 282 355 460 
336 363 387 335 
mmm795 

25 25 25 25 

25 25 25 25 

50 50 50 50 

650 650 
324 346 m 304 
604 
125 

1054 
380 

T74 
II 33 
650 

IID 
473 
326 
799 

25 

757 
53 

1095 
428 

bb7 
1255 
650 

1905 

416 
304 
720 

25 

25 25 

50 50 

825 
600 
225 

423 
423 
o 

32 
35 

-:J 

75 
15 

To 
93 
26 

T7 

II 
----2 

2 

53 
22 

3T 
o 
9 

-=9 
14 
o 

14 
1526 
1140 
~ 

925 
310 m 

1040 
222 

1170 
397 

773 
1526 
925 

mr 
386 
615 

1001 

155 
143 
239 
537 

1862 
1487 
375 

696 
696 
o 
540 
40 

500 

48 
17 

3T 

6 
1 

-5 

30 
10 

20 
25 
15 

10 
813 

92 
m 

10 
o 

10 
100 

o 
100 

84 
o 

84 
51 
9 

4z 
70 
92 

-22 

o 
12 

7i2 

4335 
2470 
TS6s 
1600 

371 
"ffi9 
2228 
906 

2789 
602 

2i87 
4335 
1600 
5935 

1865 
1229 
3094 

81 

265 

34b 

2300 
2100 
200 

728 
728 
o 
641 
641 
o 
184 

28 
T5'6 

o 
4 
~ 

40 
o 

40 
80 
o 

80 
924 
142 
7B2 

40 
o 

40 
500 

o 
500 

126 
o 

ill 
52 
28 

24 
107 
54 

53" 
o 

10 
To 

24 
24 

0" 
5746 
3760 
T§g 

2850 
II 35 
ms 
3497 

356 

4743 
1398 
TI4s 
5746 
2850 
'S59b 
1986 
1715 
3701 

125 

125 

250 

tT -

Notes 

E./ Borrowings and repayments in tht's column are for 
FY1947 through 1961; interest rates are for 
FY196l only • 

b/ Includes exchange adjustment of $45 million. 
£/ Other issues to governments are as follows: Swiss 

Confederation - $47m in 1957 (partially rolled over 
in 1962 and 1968); Austrian central bank - $5m in 
1963 rolled over in 1968 and 1973; Bank of Libya 
bank - $28m in 1971 rolled over in 1976, and $28m 
in 1974 and 1978; Saudi Arabian monetary agency 
$15m in 1968 and 1969. and $25m in 1975, 1976. 
1977 and 1978. 

d/ Includes exchange adjustment of $49 million. 
~/ Included in Other Countries are borrowings of $64 

mill ion from international institutions and foreign 
purchasers for US dollar issues, borrowings from 
Italy of $24 million in 1962. and from Sweden of 
$14 million in 1968. 

i/ For FY1973-78. borrowing costs assumed are 7.2~1o 
long term and 6.2~1o short and medium term. 
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DEcu~tm 
I I lb. IBRD: NET BORROWINGS BY TYPE OF ISSUE SEP 1 9 2012 

WBGARCmVES 
Non-Governmental Borrowings from Governments Total 

Bo rrow i ngs 2./ 2 Yr.Central Deutsche Bank of b/ Net Borrowings 
FY US Non-US Bank Issues Bundesbank Japan Other - US Non-US 

Through 1961 1252 330 200 603 39 1252 1172 
1962 78 2 24 78 26 
1963 -14 4 5 -14 9 
1964 -19 -13 -19 -13 
1965 179 71 179 71 
1966 -34 4 100 -12 -34 92 
1967 384 26 100 -6 384 120 
1968 105 76 25 15 105 116 
1969 156 394 137 1 1 156 542 
1970 -49 27 125 200 -4 -49 348 
1971 407 140 38 200 24 407 402 
1972 379 218 50 100 379 368 
1973 336 180 25 336 205 
1974 363 254 28 363 '282 
1975 387 330 25 387 355 
1976 . 335 335 100 25 335 460 
1977 326 348 100 25 326 473 
1978 304 363 53 304 416 

1964-68 615 164 225 -3 615 386 
1969-73 1229 959 375 500 31 1229 1865 
1974-78 1 715 1630 200 156 1715 1986 

a/ Non-governmental borrowings are public issues except for the following private 
placements: ~ank for International Settlements ($4m in 1948, $25m in 1958, 
$5m in 1959), four Swiss banks ($7m in 1950), sixteen private institutions 
($24m in 1955), European Investment Bank ($5m in 1960), five Swiss banks ($8m 
in 1967), Westdeutsche Landesbank ($200m in 1969), Deutsche Girozentrale ($38m 
in 1969), and Deutsche Genossenschaffskasse ($38m in .1970). 

b/ Other issues to governments include: seventeen centra] banks ($26m in 1955), 
Swiss Confederation ($47m in 1957, partially rolled over in 1962 and 1968), 
Austrian Central Bank ($5m in 1963, rolled over . in 196& and · 1973), Saudi Arabian 
Monetary Agency ($15m in 1968 and ]969, $25m p.a. 1975-78), and Bank of Libya 

. ($28m in 1971, rolled over in 1976, and $28m in 1974 and 1978). 

P & B 
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Total 

. 2424 
104 
-5 

-32 
250 
58 

504 
221 
698 
299 
809 
747 
541 
645 
742 
795 
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Development AssIstance 15 defIned to Include all net flows to developing and multilateral Institutions from a govern;:;;;,;t"Or 
Its agencies which are Intended to be both concessiona1 and for developmental purposes; Total Net Disbursements Include all 
net financial . flows from donors to developing countries or multilateral Institutions, I.e. Official Development AssIstance 
plus other official flows (such as loans on convnercla1 terms, export credit guarantees, and so on) plus all private flows. 
Projections have been made taking Into account OECD estimates of future growth of GNP for donor countries and various official 
statements by their governments In 50 far as they are available. 
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RHD muth:jg 
J nuary 8, 1971 

Cl ar -d w1thnd cc : Dr. Kan gar tnam 



JAN 11 1971 ' 

igned) Robert • r,1cNamara 
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Aide Memoire 

Jamaica Power Sector 

The Bank made a loan to the Jamaica Public Service Company, Ltd. 

(JPSC) of $22 million on June 20, 1966 (Loan 454-JM) for a power generation 

transmission and distribution project. This loan confirmed the Bank's interest 

in the expansion and efficient operation of the power " sector which is essential 

for the development of Jamaica's economy. 

i In order to ensure the ability of JPSC to meet the needs of an ex

' panding ~conomy, it has"been recognized that the company must be operated on 

a financially sound basis. This is reflected in the License and Public Uti1i-

ties Commission Act of 1966 and incorporated in the loan documents for "Loan 

454-JM. Section 3.07 of the Guarantee Agreement requires a reasonable .rate 

of return during - the ~ife-of the loan. The supplementary letter on electricity 

. rates includes a specific rate of return covenant for the period of completion 

of . the Bank-financed project, which has now expired. 

In May 1970 JPSC applied to the Public Utilities Commission (PUC) 

for a rate increase of about 11 percent. At that time the Public Utilities 

Commission Act provided that the PUC must act within six months on an applica-

tion for a rate increase or the increase would automatically become effective. 

Subsequent to this application by JPSC the six-month requirement was removed 
. , 

by an amendment to the Act. There "is no question but that JPSC needs some 

rate increase if the rate of return which is permitted under the License 'and 

Public Utility Commission Act (and which is required under Section 3.07 ~f 

the Guarantee Agreement) is to be met. " At present, there is no time limit 

within which the PUC must act and, since any increase would not be retroactive, " 

the company's financial position is continuing to deteriorate. At present the 
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company is collecting an 8 percent surcharge on electricity bills. This 

surcharge was established under a special law to enable JPSC to recover 

certain frequency conversion expenditures. This law is due to lapse in 

February 1971. Should the Government extend the surcharge until the rate 

request is acted upon, it might alleviate theu financi~l pressures on' the 

company, but it would not remove the need for a decision by PUC based on 

,the needs' of the company'. 

~ The Minister of Public Utilities has proposed legislation under 

which ' utility' companies such as JPSC would be liable by civil suit for liqui---- . 

, dated, damages resulting from interruption of services. Legislation of , this 

type is unprecedented and could open up the public utility companies, in-

cluding JPSC, t~ ~lim~~e~ claims. _The existence of such legislation on the 

statute book, even if not immediately made effective by the Minister, would 

preclude the Bank and probably other prospective lenders from considering 

future loans to any utility companies operating in Jamaica. 

The present situation with the Power Company's finances getting 

weaker and management problems accentuated by government policies carries 

considerable dangers for Jamaica's economy. The financial uncertainty, which 

makes it virtually impossible for JPSC to raise equity or borrow externally, 

will force the company to limit expansion and cause a further deterioration 

of service due to forced economies in repairs and maintenance. The Government 

should decide as soon as possible how it intends to deal with the situation; 

for e~ample (1) by assisting the existing compa~y through constructive regula-
~ 

tions and other measures to improve its financial position and management; or 

(ii) by purchasing a controlling interest in the company; or (iii) by fully 

\ 
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nationalizing it with payment of suitable compensation and making the neces-

sary reforms. Delays in taking such a decision are likely to make the present 

unsatisfactory situation much worse. 

It is the Bank's understanding that the Government wishes to have an 

independent appraisal made of the financial and administrative condition of 

the company in order to assist the Government in reaching a decision. If 

this understanding is correct, such an appraisal should be undertaken as 

expeditiously as possible. It should include a review of all the implica-

tions of a decision to take over the company.-- -_ 

Should the Government eventually decide to nationalize the company 

under satisfactory compensation arrangements, public ownership woul~ nQt 

in itself be a bar---to- future Bank lending. However, the Bank would not 

finance the acquis.ition of the company whether by nationalization or by 

purchase of shares. 

January 11, 1971 



---. 

JAN 11 1971 . 

(Signed) Rob rt '" • \.c !amar . 

r 
CC · • . ic.hard li . 



January 8, 1971 

Dear Andy : 

Thank you for your letter of January 6 
enclOSing a copy of the amended foreign invest
ment guidelines for bank8 and other financial in
stitutions and a related prea. rele.se. We an
nounced our intermediate term 1.sue yesterday 
afternoon and I feel sure that the exemption of 
World Bank securities from the guideline. apply
ing to banks will be an important factor in the 
succass of this isaue. I particularly appreciate 
your own efforts in belping us work. this out. 

The Honorable 
Andrew P. Brinner 

Sincerely, 

(Slgned) nob~rt S. f"1cNamara 

Robert S. McNamara 

Member of the Board of Governors 
of the Federal Reaerve 
System 

Wa8hington, D.C. 20551 

DHFRickett:ml 
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bee: Sir Denis Rickett 
Mr. Shoaib 
Mr. Demuth 
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FORM No. 57 

TO: 

FROM : 

SUBJECT: 

INTERNATIONAL DEVEL 
ASSOCIATION 

AENT I 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

Erik Tornqvist 

Information on Borrowers' Foreign Loans 
and Aid 

DATE: 

. ~~ 
During Tuesday's Board Meeting I suggested that in the 4 0 

project documentation there should always be included, to the )?~ ~/J 
extent possible, a statement of all the financial assistance 1 / 
currently put at the disposal of the borrower whose project 
we are considering. As I possibly did not make myself quite 
clear, I would like to stress that it is quite a different 
thing to read the usual statistics in an economic report, possibly 
written one-to-two years earlier, on the amount of borrowing 
and debt of the country concerned, than to have an appraisal 
of their importance and relation to development programs in 
the President's Report at the time we consider extending 
additional assistance. The evaluation of a new project 
can be quite different if we know such details as are 
available with regard to the purposes and intentions of 
foreign loans and aid at the time we are deciding upon finan-
cing the project. A statement in your Report on the basis 
of a possible condensed table would amply add to our knowledge 
of what the country is doing in order to develop its economy 
and where our help might be best placed and how it fits into 
the general financial and economic picture. 

I, therefore, hope that you will seriously consider the 
possibility of supplying such additional information. 

ET:my 



Copi s f'or Mr. McNamara's of'f'ice ) /. .-Al. 

. . i F!!,; II . 

AN B 1 7 I 

(S.igned) Rubert S. r :cNamara; 
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President 
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