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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT ASSOCIATION 

WASHINGTON, D. C . 20433, U. S.A. 

OFFICE OF THE PRESIDENT 

Na-vIabzada A.M. Raza, 
H.Q.A., H.K. S.Pk. 
Ambassador of Pakistan 
Embassy of Pakistan 
2315 Massachusetts Ave., N. W. 
l-Jashington, D. C . 20008-

Dear ~rr. Ambassador: 

.... 

.' !Js 

':':".: 

December 29, 1971 

In response to your letter of De ember 23, 1971 which we received on 
December 27, He have today sent the atta ned cables to the Government of 
Pakistan, PICIC and 19 commercial ban.l(s. The action we have taken means that 
we are immediately suspending, for the time being and pending further consulta
tion with your Government, .any disbursements or further processing of contracts 
tori th respect to Bcuik loans and IDA credits extended for beneficiaries in East 
Pakist.an (there are no IFC ' investments in that area), except with respect to 
certain payments under outstanding letters of credit against which the Bank or 
IDA have issued unqualified or \ qualified agreements to reimburse. 1rJith respect 
to these, the situation is as follows: 

1. In the case of urlqualified agreements to reimburse, .we 
are obligated to disburse notwithstanding any suspension 
or cancellation. The amount outstanding on East Pakistan 
proj ects i "s about $36 -' 000; no new unqualified agreements 
have been issued for several months. 

2. In the· case of qualified agreements to reimburse (the 
amount outstanding on East J::>akistan projects is about 
$9 million) -' 'He are obligated to disburse -vu th respect to 
any payments made by the commercial banks concerned 
before we have formally suspended disbursements. We 
have n01\T cabled all commercial banks with which the 
Bank or IDA have entered into qualified agreements to 
reimburse and advised them of the suspension. We do not 
know the amount of payments already made by commercial 
banks under these letters of credit but expect to receive 
the final reimbursement requests shortly; at present we 
have in hand requests for reiniliurs~nents of $31,400 in 
this category which will be pai d in the next few days. 
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Nawabzada !~M. Raza - 2 - December 29, 1971 

We desire to enter into consultations with the Government of Pakistan 
as soon as possible regarding the status of outstanding contracts and arrange
ments with suppliers, contractors and consultants with respect to work or 
services already performed. 

Sincerely yours, 
'. l 

I I ' ,I 
t I . 1;tv".'Y • <,.1 , 
. I I 

J. Burke Knapp 
Vice\...President 

I 

Cleared w/& bc: Mr. Broches, Mr. Cargill (Attachments distributed separately) 

bc: v Mr. McNamara (o/r) 
Mr. Alde'tvereld 
Mr. Gabriel 
Mr. Rotberg 
Hr. Sella 
Mr. Vota'H 
Mr. vliehen 

JBKnapp/MHWiehen/PSella/lgl 
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BOMBAY HOUSE, 

FORT, BOMBAY, I 

I realise that as an international public 
servant it is necessary for you to remain totally aloof 

. from international politics, outside the field of Aid, 
and that it is perhaps not right for me to write the 
attached letter to you. I am sure, however, that as 
an American, as well as in your capacity as President 
of the World Bank, you cannot be totally unconcerned 
with the relations between the United States, the world's 
greatest fountain head of aid funds, and other countries 
for the development and rehabilitation of which the World 
Bank has done so much to assist. 

In the circumstances, I hope you will for
give me for not resisting the temptation to write to you 
as I have done, along 'with other American friends and 
acquaintances. 

With kind regards, and all good wishes for 
Christmas and the New Year, 

Mr. Robert S. McNamara 
President 

Yours sincerely, 

(J. R. D. Tata) 

International Bank for Reconstruction & Development 
WASHINGTON D. C. 

Presi ent has seen 



BOMBAY HOUSE, 

FORT, .BOMBAY, I 

1fth December, 1971 

I am sure you have been following developments 
in the Indian Sub-Continent with concern. We all know that 
war is always an unmitigated tragedy, for, apart from the loss 
of life, the human suffering, and the waste of resources, war 
embitters relations between countries and their people for a 
generation or more. This is perhaps unavoidable, but what 
surely can, and should, be avoided is the poisoning of rela
tions with other countries not directly involved in the conflict, 
and particularly those with whom close bonds of friendship ·and 

, cooperation have been long established. 

I am writing to you today because this is happen
ing in a most grievous way at this moment between India and 
the USA, to whom India has . been tied not only by bonds of friend
ship and a common .political ·philosophy, but also for us by bonds 
of gratitude for all the help America gave in abundance since we 
achieved, Independence. We remember also her support to our 
cause during our struggle for freedom. 

Although there have, at times, been differences 
between our two countries on world political issues and events, 
and, on occasion, one side may have been irked by the stand 
taken by the other, the relationship has throughout been one. of 
mutual friendship and respect. Indians have recognised the 
incredible material achieverri-ents of the US and the sacrifices 
it made in World War II and in ·helping the world to recover 
from it. Americans have, I think, recognised the immen·sity 
of India's problems, the privations of its people, and the great 
efforts made to alleviate them. Americans have also apprecia
ted the fact that India is the world's largest democracy, with a 
Constitution inspired by your own . and devoted to the same basic 
ideals. 

Innumerable Indians like myself, who are uncom- . 
promisingly c:ledicated to the cause .of freedom and democracy, 
and unalterably opposed to tyranny and totalitarianism, are 
conscious that without the USA freedom might h:ave vanished 
from much of the earth. 
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You will therefore appreciate the dismay with 
which we have viewed the tremendous harm done to the 
relations between our two countries by the attitude officially 
adopted by the US Government in the last few days in regard 
to the Indo-Pakistan war. 

That" amidst the confusion of events, claims 
and counter-claims on both sides as to the nature and timing 
of military activities" the US Government should prefer to 
believe that the war started because of military intervention 
by Indian troops on the borders of >East Pakistan" rather than 
by' the sudden massive air raids on Indian aerodromes made. 
by the Pakistan Air Force in a pre -empti ve attempt to destroy 
the Indian Air Force" is something that we would disagree with" 
but could understand. 

That the .US Government should find itself more 
in sympathy with Pakistan in Its bloody repression of over 
half its people" which drove ten million of them to flee from 
their homes and seek refuge in India" than with India which 
gave them ,that refuge and now fights in support' of their 
liberation from one of the most brutal tyrannies ever inflicted 
on a people" is much harder to understand and accept. 

But the US Government goes much further. 
Ignoring,the horrors perpetrated in East Bengal over a 

, period of eight months which preceded and caused the war" 
it publicly accuses India of aggression" and shares with 
Communist China alone" the honour of openly attacking us 
in the U. N. and bringing ' pressure to bear on us by a naval 
presence in our waters. This" predictably" has had an 
appalling impact on an embattled people in the middle of a 
war which" to them" is a wholly just one and, in which their 
very survival is at stake. 

The universal, reaction in GovernmeIit" in Parlia
ment, in the Press" and in every organised group in the country" 
has been swift" unanimous and disastrous for Indo-American 
relations. From being a friend and supporter, America has, 
in the eyes of all" become an enemy" second only to Pakistan 
and on a par with Communist China. As a result, the cause 
of Indo-American friendship and cooperation is today in jeopardy" 
to the grievous detriment of both countries. In fact" in the 
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present · context, the loss to America seems to me the .greater 
of the two, for in return it can only obtain, or retain, the 
friendship and support of a discredited and soon to be defeated 
military dictatorship, while it .will have driven India even 
further towards an understanding with another country. 

It is not for me to criticise the American Govern
ment's judgement of events and the conclusions they may reach 
on such judgement, however erroneous they may seem to me, 
but, because there is so much about America and its people 
which I love and admire, I feel ehtitled to utter to you and 
other American friends a cry of anguish and sorrow. There 
is already, I believe, a considerable body of public opinion in 
the United States which does not approve of the stand taken by 
the American Government. Perhaps nowhere in the world is 
public opinion more potent in influencing governmental policies 
than in the United States. 

If you believe, as I do, that Indo -American under
standing and friendship is a great force for good in this strife
torn world which should not be wantonly cast away; if you feel, 
as I do, that the atienation of the goodwill and affection of over 
fi ve hundred million people is an appalling price to pay for what
ever debating points the US Government may want to score against 
India by openly taking sides in this war, I plead with you to use 
your influence to help prevent . the further deterioration of a 
situation which is already fraught with the gravest consequences ' 
and may soon pass the point of no return. This, I suggest, 
would require at least that the US Government remain neutral 
as other countries have done in supporting a call for a cease fire. 

The war may probably end quite soon, and there is 
little time, if any is left at all, to influence its aftermath so far 
as relations between our two countries are concerned. If there
fore you decide, as I hope you will, to take some action in the 
matter, I would urge that it be without delay. 

With kind regards; and warm wishes for Christmas 
and the New Year, 

Mr. Robert S. McNamara 
Washington D. C. 

Yours sincerely, · 

~~ 
(J. R. D. Tata) 
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I am increasingly concerned about the thought of circulating th~_~ 

documents about any Indian projects for Board approval, and I feel that w~ 
should not be influenced in our decisions by the position of the U.S. or~~~·"'···" " 
any other government. Whatever decision we take we should take~it as if 
the U.S. had not made the announcements which appeared over the weekend. 

We may speculate about the course of this war all the way from a 
very early cease-fire as a result of a U.N. General Assembly resolution to 
the possibility of a long drawn, indecisive campaign. Whatever individual 
opinions may be on this question, it iw clear that the Bank is faced with a 
situation of great uncertainty. The events of the past week raise doubts which 
cannot be ignored. If India is successful in establishing BangIa Desh, it 
will almost certainly fall to India in the first instance to turn it into a 
viable political entity, with immense implications for India in respect of 
the diversion of administrative and financial resources. While BangIa Desh 
maybe a solution to some problems in the long term, its impact on India 
is bound to require a major reassessment of India's own economic plan. Further
more, the position is further complicated by the uncertainty which now will 
surround the provision of aid to India; even the special aid we are expecting 
to get to meet the costs of the refugees maybe much reduced, without any 
certainty that the refugee problem will itself be resolved. In such a 
situation it can at least be questioned whether a prudent financial institution 
would enter upon very large lending operations. 

If -we are to compare this situation with the one we faced last March 
with respect to Pakistan, we would not proceed with further loan considerations. 
In the case of Pakistan we had negotiated aloan to the Karache Electric Supply 
Corporation and stopped circulation of the documents to the Board. We could 
have been quite confident, had we made that loan, that the project would have 
proceeded as planned until the recent hostilities broke out. Furthermore, we 
cancell various missions which were designed to lead to the preparation of 
further projects for Pakistan. Today, the degree of uncertainty is much greater 
and I find it difficult to support a more forthcoming policy with regard to 
India. 

I am not concerned about the suggestion that we would be open to the 
charge that we would be following the dictates of the U.S. In the case of 
Pakistan the position which we took, in fact, and the expression of our views 
were entirely contrary to the actions and policies of the U.S. government. What 
is more, as L. K. Jha said to you, the Bank's standing and your own personal 
standing in India are high enough for them to accept your advice on what is best 
for the institution and what is best for India. I cannot believe that it would 
do the institution any good to present the Board with an issue that might be 
highly divisive and would almost certainly put the U.S. in a position in which 
it would have to take yet another"ullwelcome decision. To do this at a time 
when the IDA bill is pending and when we need the support of the U.S., seems to 
me to be inviting trouble, not only for the Bank, but also for India. 
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I have drafted a paragraph for possible inclusion in the President's 
report and it is attached. I take no pride in this draft but it will serve 
to focus attention in discussions with you and Burke. Nonetheless, I find 
this device unsatisfactory. I suspect that legally it has no validity and 
that we would, if pressed, have to reach a decision under the terms of the 
general conditions of lending. Perhaps we are not talking about legality, 
but then I think a paragraph along these lines is less than helpful. It will 
advertise that at some time in the future we are going to reach a decision on 
a matter which may be no clearer than it is now. While it might mollify the 
5:30 club, it would not save us from damage in our relationships with the U.S. 
government. Further, it would attract attention now and later to the Bank's 
handling of a problem which is much better dealt with in private. 



The papers for this project were ready for distribution to 

Executive Directors for the meeting of December 21. Shortly after they 

were ready hostilities broke out between India and Pakistan. After some 

consideration, I decided not to hold up the distribution or to postpone 

the discussion. Some time will necessarily elapse before the loan can 

be declared effective. In addition to the usual conditions of effectiveness 

I would recommend that the loan not be declared effective unless there are 

good prospects in the circumstances prevailing at that time, that the project 

will be able to proceed as planned and that no untoward interpretation could 

be placed on the Bank's action in making the loan. 



The processing of this project, in preparati n for presentation to the 
Executive Directors at their meeting on December 21, had been completed by 
the end of last week, at which time hostilities roke out between India and ~ _ ~ ~ 
Pakistan. If the Directors approve the project, Z recommend~that the ~f?~. 
be required to determine at the time the credit s to become effective that: 

1. The financial position of the Government of India is such as to 
insure that the resources which that Government is to contribute to the 
project will be available and that the project continues to justify the 
expenditure of~Eesour s. 

~ . 
2. The project an be completed in accordance with the plan presented 

to thelB&ard and will achieve the developmental objectives on the basis of 
which he Board proved it. 

p~ . 
3. The project is not related, either directly or indirectly, to 

military operations which may be underway at that time. 

RMcN 
12/8/71 
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I NTERNATI ON A' 
REC~STRUCTION A. 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

Mr. McNamara 

' ANK FOR 
JE VEL OPMEN T 

~TERN , 

P),..,. '~ t " 
~ 

Attached is the formal request for 
approval of our borrowing from the Bank 
of Montreal. The Bank of Canada has no 
objection and favors the loan. I have 
also spoken to the Assistant Deputy 
Minister of the Department of Finance, 
who advised me that he favors the issue 
and will so recommend to Minister Benson. 

The documentation and Board papers 
will be prepared and distributed in time 
for the Board Meeting of December 14~ 

Note: You will recall that the Bank of 
Montreal offered us an option of 
7-1/8% payable quarterly or 7-1/4% 
payable annually. The latter 
proposal is 8 basis points more 
favorable to us than the former. 
The cost to us would be 7.11. 

Attachment 

Rotberg 
3, 1971 
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INTERNATIONAL DEVELOP T I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
The President J).f~ 

~?iN(~ ~9 
TO: 

FROM: D.J. Mitchell 

SUBJECT: India / 

.' 

I have seen the suggestions by Mr. Wieczorowski and Mr. Knight in their 
memoranda of November 16 and 17 respectively. Since my own ideas on what we 
should aim to get from the discussion on November 30 may be different from theirs, 
I should tell you what they are. 

2. Negatively-

(a) I think that it would be a mistake if these country discussions were to 
be seen as in any sense a substitute or specific preparation for consortium meetings, 
so I am against discussion of future lending programmes or of the respective roles of 
bilateral and multilateral aid; 

(b) I would much prefer that these discussions should not take place at regular 
Board meetings, for this implies a degree of formality which I regard as inappropriate. 

3. Positively-

I am looking for an informal exchange of views, in the atmosphere of a seminar, 
on the development process in one country and only incidentally on its financing. 
This could best be launched not with more paper but by an extended presentation by the 
staff which would give us their personal insight into this process and its problems. 
The overall programme, sectoral priorities, factors affecting performance (including 
administrative constraints), the scope for private foreign ·investment and relations 
with the Bank at working level - these are some of the subjects I would hope to learn 
more about. Incidentally, my list does not include international competitive bidding 
as it applies to Indian contracts, not because I under-rate the importance of the subject 
but because it has already been aired (in the recent discussion on the transport sector 
as well as on a number of individual projects), and I know that it is being studied by 
the staff. 

4. If the discussion takes the form I advocate it would naturally follow that Dr.Sen 
would be free to contribute. 

5. My approach may well be less formal and precise and therefore less ambitious than 
Mr. Wieczorowski's; but this is deliberate, because I believe that we should 

(a) move carefully into this new area of Board activity; 

(b) regard the primary purpose as to equip ourselves - executive directors, 
management and staff - better to deal with specific lending operations a·s they arise. 



I NTERNATI ONAl DEVElO. 
ASSOCIATION ITI INTERNATIONAL FINANCE 

TO: Sir Denis RiCkl~'. riam DATE: 

FROM: 

SUBJECT: 

L. Nurick ltv 
IDA Third Replenishment; United States 

Attached is a copy of a letter dated October 19, 1971 which 
Secretary Connally wrote (after some persuasion I gather) to Senator 
Fulbright at the time when the Proxmire amendment to the IDA authori
zation bill was being discussed in the Senate. 

An interesting aspect of the letter is the last sentence which 
makes clear that if an appropriation is not enacted the United States 
would be in violation of an international agreement. 

Attachment 
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THE SECRETARY OF THE TREASUHY 

WASHINGTON 

Dear Mr. Chairman: 

OCT 19 i971 

I understand that an amendment may be proposed to leg
islation to authorize contributions to the International 
Development Association, the Inter-American Development Bank, ' 
and the Asian Development Bank to make United states agree
ment to pay these contributions contingent upon enactment 
of appropriations. This amendment wo~ld impair our ability 
to assu.rne the legal obligation to make contributions 
authorized by Congress and. could vitiate united £tates 
participation in' the proposed replenishments of these 
institutions. 

In multilateral replenishments each country's contribu
tion is dependent upon that of I each other country. It is 
on this basis that agreed burden-sharing levels ~re nego
tiated, and burden sharing is one of the principal benefits 
of our participation in ~ultilateral institutions. If the 
United States is not legally con~itted to its $960 million 
share of the IDA replenishment, other countries will not be 
obliged to put up their share of ~1.4 billion. The same is 
true in the IDB where our contribution is ,$l billion 
against a Latin share of $500 million. 

it is undeniable that an appropriation is . essential 
b :~fore any funds can be made available to the international 
institutions. Our long standing procedure fully recognizes 
the imp0rtance of the ' usual role of the Appropriations 
Commi tt :~s and the appropriations process. I believe these 
rolessh0uld be continued and intensified. The Congre;s can 
certainly decide not to appropriate funds in a given year. 

I 

But it is appropriate that such action only be ' taken if the 
reasons for doing so justify a position inconsistent with 
an international agreement. . 

The Honorable 
J. W. Fulbright, Chairman 
Conunittee on Foreign Relations 
United States Senate 
Washi~gton, D. C. 20510 



TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOP' T I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORA TI ON 

OFFICE MEMORANDUM ) 6 \9, ;; ~B- L<i<1y 
?J .. 1(3 2 r 

Mr. Robert S. McNamara 

R. A. Clar~ 

Mr. Nural Islam 

DATE: October ?l., · 19 1 
.~ 

Mr. Nural Islam explained to me the status of the Pakistan Institute 
of Development Economics and the facts of his own employment in the follow
ing terms:-

(i) The Institute was established unde~ an autonomous charter by 
the Government of Pakistan as an independent organization to 
conduct basic research on the problems of economic develop
ment. It is financed largely by a grant from the Government 
of Pakistan "with no strings attached" but also by the Ford 
Foundation and, to a small extent, by the Population Council. 
The Executive Board of the Institute is appointed by the 
Government to ensure that public funds are not wasted, but 
this is the only formal connection with Government. The 
Institute is in virtually the same position as a grant-aided 
university. 

(ii) As Director of the Institute, Mr. Nural Islam was in no 
sense a Government employee. The Institute's rules and 
regulations regarding the appointment and termination of staff 
and their conditions of service are very different from those 
of the Government--for instance, the Institute has no pro
vision for payment of pensions. Mr. Nural Islam '.s contract 
of employment was with the Executive Board in accordance with 
the Institute's terms and conditions of employment. 

(iii) There is no requirement whatsoever that a staff member of 
the Institute must obtain permission before accepting alterna
tive employment within two years of leaving the Institute's 
service. 

Mr. Nural Islam is, however, aware of such a requirement 
introduced by the Government for civil servants under martial 
law in (he believes) 1969 in connection with a purge of civil 
servants. Under this regulation a civil servant screened out 
under allegations of corruption is required to obtain Govern
ment approval before taking up employment in the private 
sector within two years of his termination. 

2. I have obtained confirmation of the autonomous character of the 
organization and the fact that its employees are not Government employees 
from Mr. Wouter Tims, who has had direct experience with the Institute 
before joining the Bank. The autonomy of the Institute is also confirmed 
in publications available in the Bank, although these are not explicit on 
the status of the Institute's employees. I have been unable to obtain from 
within the Bank any confirmation of the two-year embargo on former Govern
ment employees seeking alternative employment. 



CANA!:>A 

PRESIDENT 

PRESIDENT 

Mr. Robert McNamara, 
President, 
I.B.R.D., 

As one of the persons who joined in urging consideration 
of a "Bellagio-type" meeting on education, you may have a special j 
interest in my response to the information which I have received 
from the first planning meeting. My suggestions to David Bell, a // 
copy of which is attached to this letter, have been kept brief and 
require to be interpreted in the light of the discussion of the 

/ 

first planning meeting convened by the Ford and Rockefeller ~ 
Foundations on September 21. // 

As Mr. Duncan Ballantine was a participan~in the planning 
meeting, he could .set forth for you the context invwhich my recommen
dations for further planning should be viewe~ 

/ 
I should like to emphasize my view that "Bellagio One on 

Education" be taken, in the first instance, as an opportunity to 
identify main issues in education in relation to development. These 
issues should be defined in a way, .. ' that will help to free us from too 
much reliance upon specified educational methodologies. or undue fondness 
for certain types of programs" • 

. / 
I should veri much appreciate having your reactions to the 

ideas I have set out~ my letter to Dave~ I am leaving tonight for 
India and Pakistan/ and will be back in my office on November 8. 

ENCL. 



CANADIAN INTERNATIONAL DEVELOPMENT AGENCY 

AGENCE CANADIENNE DE DEVELOPPEMENT INTERNATIONAL 

OTTAWA 4 

PRESIDENT 

PRESIDENT 

"11'" • David Bell 
Ford F01mda~ion 
320 East'43rd street 
Nevi York, N. Y. 10017 

Dear David: 

I am pleased that the planning for a Bellagio-type.meeting 
on education has commenced so auspiciously. Following the pl~!ning meeting 
in New Yor~ on September 21 a detailed report was submitted to me. Since 
then, extensive discussion has taken place ~ong some of my collaborators 
and myself. I ~rish to apprise you of ~J reactions in the , hope that they 
may have. some bearing on subsequent ·planning. My corr~ents will be as 
b~ief as possible, touching only upon major policy issues. I would 
welcome your response to the ideas .offered here and hope that we may 
agree on some key points ' to be eXplored in greater detail atca subsequent 
plann:L"1g meeting. ..', 

RECOl'1MENDATION O~""E 

I believe that representativ~m developin~ countries I 

should be involved in planning the projected conference~ Since there were 
no representatives from developing 90untries at the meeting of Septemper 
211 I ' would urge that at least one more such meeting should be held with 
these representatives in attendance. I assume that one of the purposes of 
our planning is to establish a focus for the discussions at Bellagio. I do 
not think that any such focus should merely reflect the "donor's strategy'll 
for applying educational techniques to development. When I look at it in 
this light, it b~comes imperative that representatives from developing 
countries should. be given a real opportunity to contripute to our 
preparatory,work. I would think that some such person as Senteza Kajubi, 
National Institute of Education, Uganda, wOuld :be an effective contributor 
to planning. . 

It also occurs to me that if it has already been accepted in 
principle that distinguished representatives of the developing countries 
should participate at Bellagio, both at ' the highest policy level of 
discussion and in technical sessions, the selection of these participants 
is itseli ' ~ part of the planning process. I do not think that such a 
selection can be effectively made without ' the help of persons , . :f.'r~m the 
develop:ing countries. ' , . ' .. . ", 

• f 

" , ' , : .: 
" ',. • t 

' .. 
Cont 'd. '~ , '. /2 
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RECOMMENDATION rrwo,' 

The Bellagio meetin~ on education should aim at developing 
some common view of donors and recipients whi~h will emphasiz~ , 
centrality of learning in all other as,!?ects of development. Learning 
systems in their bro,ad relation to certain objectives of, development, 
rather than the narrower matter of teclmiques or programs of education 7 
should be acknowledged as the central issue. On the technical side, we 
might give particular emphasis to identifying those "learning . systems" 
that can be us_ed to meet the 'Wide range of demand for educational " . 
oPPQrtunities that is an integral-. part of the development process w I This 

, approach seems to me to have more merit th~~ one that mig~t suggest that 
our attention is centered narrowlY on pedagogical processes or ~he 
development of properlY articulated institutional systems. 

, L 
RECOMMENDATION THREE 

The Bellagio meeting should: isolate essential questions by 
means of which heads of agencies and officials of deve~in& countries can 
examine ''lays in which they may cooperate in shaping programs to ~ 
learnin~ n~. I know that a detailed program or set of ~riorities for 
educational aid cannot emerge from a three day discussion. However 7 I am 
satisfied,that we can at least identif,y certain of the basic questions 
that should be asked and answered in shaping assistance requests and 
responses. Even this much would provide us with a somewhat surer frame''lork 
in which to work either as agency heads or as government leaders. 

I hope that these observations will make so~e contribution 
toward establishing the ground-work for the proposed conference~ I would 
appreciate having your thoughts on. the issue I have raised. I have 
written to Bob McNamara enclosing a copy of my letter to you and asking? 
similarly, for his reactions. . I realize that time is a fact,or in our 
planning. I am leaving almost immediately for India and Pakistan and ,d~ 
not be back in my office until the 8th of November • . However, ,I will be 
ready to' t .ake the matter up · im.llediately following ~ return. ' 

~ [--- \ .. ' ,... '. Yours Sincere~7 ' ;'::' .' : 

~Q.~~ A~~~~S: ' .. ,'. ,:. . ~ .. 
• \ \ • • ' I~' '" ~. ~. •• • • ' . ,'.': . 
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TO: 

FROM: 

SUBJECT: 

I NTERNA Tl ONAL DEVELOPMENT I IN TERN AT I ON AL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I 

OFFICE MEMORANDUM 
Mr. Robert s. Mc~~mara .. ~ 

H. Shoaib ~ ..... 

Recruitment of Mr. Nurul Islam 

DATE: 

After a great deal of thought, I have come to the conclusion that 
I should objectively record my views on the dilemna facing us regarding 
Hr. Nurul Islam. 

Mr. Nurul Islam, whom I know well, is an able economist who enjoys 
a high reputation and his personal competence and suitability are not at issue 
here. Further, the right of the Bank to recruit whomsoever it chooses is also 
not in doubt. 

I do, however, seriously question the wisdom of immediately proceed
ing with the appointment of Mr. Nurul Islam. 

In the first place, I believe we were wrong in negotiating with a 
public sector employee of a member government without the knowledge of his 
employer. And the Pakistan Institute of Development Economics undoubtedly is 
in the public sector. In my view this initial error on our part has put us 
in the wrong and restricts our freedom for subsequent action. 

I tried to meet with Mr. Nurul Islam when he was in the Bank in June 
in order to discuss with him how best we could sort out the situation. Unfortu
nately, he chose not to meet me. After briefly mentioning the matter to you and 
to Mr. Knapp, I asked Mr. Clarke to advise Mr. Osman Ali in writing of our in
tention to appoint Mr. Nurul Islam as Director of the Development Research Center 
and to await his reply before issuing a formal letter of appointment. A copy of 
Mr. Clarke's memorandum, which I approved before its issue, and Mr. Osman Ali's 
responses of July 12, August 6 and 11 are attached. As you see, the Government _ 
of Pakistan does not agree to this appointment. 

Legally, I think we can proceed with the appointment if we so desire, 
but I strongly recommend that we do not do so. In the first place, it is a 
difficult decision at any time to act in defiance of the express objections of 
a member government, particularly when the government concerned has a long stand
ing and close relationship with the Bank. The present is, in my view, a singularly 
inopportune time to do so in the case .of Pakistan where memories of the recent 
"leak" are still so vivid. This episode undoubtedly imposed a severe strain on 
our relations with the government and to proceed with the appointment of Mr. Nurul 
Islam to a senior position at this time would, in my considered judgment, exacer
bate our relations still further. 

I am also concerned that by going ahead with this appointment we would 
give at least the appearance of disregarding the objections of the Government of 
Pakistan in circumstances when we would accept the objections of the Government 

1:r§~~dent has e~ 
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of the United States. We do not confirm an offer of app 
national (whether a government employee or not) without ~~ __ • 
government a favorable determination of his loyalty to t e The 
fact that such clearance has, in recent years at least, never been withheld is 
beside the point. I believe, a few other member governments also seek to impose 
clearance requirements, although less far-reaching than those of the United 
States. If this apparent discrimination were to be brought into the open, as 
it probably would be if we go ahead with Mr. Nurul Islam's appointment, there 
is a very serious risk indeed that other countries would seek to emulate the 
United States, and not necessarily with the same objectivity, at the very time 
when we are looking into the possibility of ending such clearance procedures 
altogether. 

Particularly in the light of the preceding paragraph, I do not believe 
we can stand on the technicality that Mr. Nurul Islam may not now be a public 
servant. Even this is not mown for a fact for there is no evidence that his 
services have in fact been terminated by the Institute of Development Economics. 
On a check by Mr. Clarke, Mr.Nurul Islam admits that he has received no communi
cation from his employers since the cable he forwarded to us with his letter of 
July 7 (attached). 

We are in danger of being criticized whether we go ahead with the 
appointment or not. I do think, however, that the balance of advantage is 
heavily in favor of my view which is that we take no action to appoint Mr. Nurul 
Islam at this time, but rather that we take a suitable opportunity to try and 
reach an understanding with the Government. I had hoped it would have been 
possible for me to broach this subject with Mr. M. M. Ahmed during the Annual 
Meetings but, as you may know, Mr. Ahmed has been hospitalized after being 
assaulted, and I am doubtful if he will be coming at that time. I suggest, 
therefore, that we let matters lie until you, Mr. Knapp or Mr. Chenery or I 
can discuss the problem with Mr. M. M. Ahmed here or Peter Cargill or Gregh 
Votaw does so in the field. 

I can certainly sympathize with the predicament in which Mr. Nurul 
Islam may find himself and am aware that by delaying we shall run the risk of 
losing his services. It is possible that, on the strength of our verbal sound
ings to join the staff on January 1 next, he may have turned down alternative 
offers of employment. If so, we should try to compensate him financially, if 
that becomes necessary. In the meantime, I do not think we should use his 
services, even as a consultant. 

Enc. 

cc: Mr. Knapp 
Mr. Broches 
Mr. Chenery 
Mr. Clarke 



Copy for Office of the President 



SUGGESTED "·JAH.RATIVE DESCRIPTION 

In 1970, the 1-!orld Bank Group announced that it "(\Tas takinu 

steps to ensure that projects receiving Bank Group f inancing would 

" •.. not have seriousl~ adverse?ecological consequences or, if they are · 

likely to have such consequences, that measures are taken to avoid or 

mitigate them. 11 An Office of the hnvironmental Ad.viser 1-1as established 

and commenced operations to'\,yard the end of the year . The current acti-

vities of this office include : (1) examinatio~1 of projects under 

preparation for Bank Group financing with a view to detecting and identi-

fying their i mpact on the human en'lIironment, and. on/the health and well-

being of peoples affected by their presence '01' operation, and recom nending 

relevant remedies where necessary; (2) developing means to L'Y1sti tutionalize 

environmental an.d related health/socia-cultural considerations as a routine 

aspect of project development within the Bank Group, including preparation 

of appropriate environment/health checklists relevant to several sectors 

of the Bank Oroup acti vi ties ; and (3) coordination of polictes and 

practices in this area 1,yithin the Bank Group and with other multilat.eral 

and bilateral lending institutions . 

In addition to conduc ting 'the necessar-J studies to identify the 

nature and scope of environmental problems and providing for their pre-

vention or mi tiaation, the Office of the Environi'Tlental Adviser also provides 

surveillance over on-going projects to assess the adequa.cy of envirorunental 

and health protection measures . It also assists borrowers ~nd member 

countries in their efforts to better understand environmental problems nd 

their correction. 
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. Some ancil1aF.f activities have included: consulting y,lith 

the governments of member countries, at their request, on enviro~~ental 

: matters and on ways and means to develop appropriate curricula and 

, training for environmental disciplines; cooperating with U.N. agencies 

and others in the development of methodologies for identifying nd 

quantifying social costs attributable to developrr.ent projects; and 

es t ablishing necessary operational linkages with internat.ional bodies 

important in the Bank Group ' s environmental endeavours. 

September 10 , 1971 



File 

I.P. i. Car 111 

EAST . PAKISTAN 

, -1'~)~, , .-:S 
~fr. Ma.urice Williams, the Deputy Administrator of AID. 'C~ . '1 -

on Mr. McNa.mara on September 7. ~-1r. Knapp a.nd I were present, 

\.,ril11am8 r peated to Mr. r4cNama.ra the a.ccount 0 his ree nt ' 
visit to Pelti tan which is recorded in m::I memorandum of Septerob r T. 
At this ro~et1ng he vas a good deal more xplicit than he had b n 
in hie conversation with roe. He made the proposal that the ank 
should ca.ll a meeting of the Pakistan Con ortiwn to discuss primarily 
Pakistan's exte~nal debt problem fo~ the n xt f w month. H u .ge t d 
a.s a. poasibl second item on the agenda a dt oussion of the curr nt 
food problem in East Pa.kistan t whieh somebo<l7 in th~ U.N. might b 
asked to make a at tement. 

After some dt cu sion Mr. AcNamara agreed to c.onsider th1 
proposal rovided tha.t th o main members of the Consortium were willin 
to attend e. meeting for the limited purpose outlined by Mr. Wil1.1am ; 
and provided that a Xlleetin of the Indian Consortium could be h Id at 
the sme time--or ~t least that the intention to hold such a meet1n 
could be known at this time--to consid r the refugee probl in India. 
lie instructed me to ma.k enquiries of th Consortium members whether 
t .hey "Would bev111ing to a.ttend and I have don this. 

I PMCa.rgl11:cmc 

cc ~1r. Knapp 

- ... .. 
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M. M.AHMAD 
H.Q.A., S.Pk., C.S.P •• 

Government of Pakistan 
PRESIDENT'S SECRETARIAT 

ECONOMIC COORDINAT ON A~ 

EXTERNAL ASSISTANCE DIVISJO . 

Economic Adviser to the 
President 

Dear Mr. McNamara, · 

In continua on of my telegram dated July 27; I en~iose 
our preliminary comme ts on the report of the Bank Mission wh:ich. ~- / 
visited Pakistan in June 1971. , ; ·.·· '.--" 

As you would recall the purpose of this Mission was to 
review the economic situation an;d prospects of Pakistan as a prelude 
to the next meeting of Consortium which I was told could be held in 
the latter half of July 1971. The Mission, however, seems to have 
decided unilaterally to restrict its own terms of reference to certain 
aspects of the political and economic situation in East Pakistan. As 
a result the nature and scope of this report ist entirely different from 
the usual Bank Reports and it does not appear to serve the purpose 
with which the World Bank as a development institution is :really 
concerned. We are also surprised that this report, which does not 
contain any policy recommendations concerning the World Bank should 
have been circulated to all the Executive Directors, rather than the 
Executive Directors of the Consortium countries. 

1'h Mission appears to have based its findings 
substantially on heresay evidence and personal observations \Vith no 
attempt to record in its :report the views of officials or authorities 
whose actions and motives are so freely discussed. The report reads 
more like a journalistic record rather than a professional document 
expected from an institution like the World Bank. 

Worst of all, the report seems biased and imbalanced 
in its judgements. It is full of sweeping language to support negative 
conclusions but very guarded in relation to anything that appears to 
be favourable. 

The report is also unconstructive and contains few 
suggestions to improve the situation within the given constraints. 
But it does go out of its way to make two unwarranted suggestions: 
first that arrangements should be made to reduce the visibility of 
the Army and second that the present military Governor of East 
Pakistan should be replaced by a civilian. 

It is unfortunate that such a report should have been 
written and even more so that )tn earlier and more damaging version 
rdl r> t~l rl hav • fa ll ·n i nto the hands of the press. The newspaper stories 
that hav • appear e d so fa r would certainly strengthen the Indian 
campaign to press for the suspension of economic assistance to 
Pakistan and to aggravate our present difficulties. 

cont 1 d .•••• • 
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I hope it will still be pos sible for the Bank to take 
some steps to redres~ the ,damage caused to Pakistan's economic 
and political interests by this unfortunate document and to prevent 
further strains -in Pakistan's relations with the World Bank. 

With regards and best wishes, 

Mr. Robert S. McNamara, 
President, 
International Bank for Reconstruction 
and Development, 
1818 H Street, 
Washington, D. C. 

, 

Yours since'rely, 

(M. M. Ahmad) 

J 



Subject: 

GOVERNMENT OF PAKISTAN 
ECONOMIC COORDINATION 

& 
EXTERNAL ASSISTANCE DIVISION 

Report of the World -Bank Mission of 
June 1971 on East Pakistan. 

The report is sued by the South Asia Department of the IBRD 

date-lined July' 8, 1971, is concerned exclusively with the situation in 

East Pakistan. This represents a unilateral decision of the Mission 

to restrict its own terms of reference. In inviting the Mission, our 

intention was to give the ,World Bank staff an opportunity to assess the 

econo:mic situation and prospects of the country, including East Pakistan, 

as a preliminary to convening a meeting of the Consortium to discuss 

aid requirements and debt re -arrangements. No such purpose is 

served by this report. Given the close complementa-rity of the economy 

of th two r gion.s, a discussion of the .'problems of West Pakistan was 

required, if for no other reason than to determine the ways in which 

as sistance could be rendered for rehabilitation of East Pakistan • 

. 2. The report is almost entirely based on personal observations 

during a limited period of time. No official source has been. quoted 

for any of the information .recorded. The use of hearsay evidence is 

justified by the unconvincing statement in para {iii} of the foreword that 

"some treatment of these matters is necessary 'in order to round out 

a description of the situation in East ~akistan". The report is entirely 

one-sided and shows no evidence that the Mission sought to obtain or 

to record the views of the authorities whose actions and motives are 

que stioned. 

3. Statements are made which involve speculative assumptions about 

continued insurgent activity, especially in the border areas. There is' 
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no indication of how these assumptions have been arrived at nor 

any reference to the complicity of Indian authorities in aiding and 

abetting such activities by providing sanctuary, training and arms 

to insurgents. An international institution while feeling free to 

castigate one member government is silent on the actions of another 

membe:r governlnent which directly contribute's to the difficulties 

that are being described. 

4. The Mission has also tried to guess at the thinking and 

attitudes of various elements in the population, as evident from 

frequent references to the psychological impact of the conflict. The 

authorities are claimed to have "little understanding" of the 

complexity of the problem of economic revival (para ii of Foreword). 

Managerial staff and labour are said to be "probably intimidated by 

the continuous presence and actions of the Army" (para 13). 

Provincial government officials are "functioning perfunctorily at 

best", (para 14). Reference is made to "'general loss of confidence 

which affects both trading and financial relationships" (para 39). The 

"position of Pakistani banks remains depressed" {para 42}. 

Contracting firms are not only "thoroughly demoralized and afraid" 

but with few exceptions are "unwilling to even think" of returning to 

work {para 53}. Most college and university professors are alleged 

to be "demoralized and afraid" (para 54). These statements imply 

knowledge of thoughts and motivations which can only be guessed ' at 

and are incapable of proof. 

5. The apparently biased nature of the report is indicated by 

the sweeping language used in formulating negative findings and highly 

guarded language used in stating anything favourable. Thus, "all 

districts remained very far from normal" (para 15); all farmers have 

lost times in the fields and all farm operati'ons have been delayed 

(para 16). There is found to be "no evidence to support the 
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budgetary estimates" (para 62); the rupee resources in prospects for East 

Pakistan would be "totally inadequate" to meet the needs of the situation 

(para 65). There is "absence of any forces that might be relied upon to 

generate a strong momentum towards normalisation", (para 66); there is 

"complete dislocation of the communication ~ystem" and almost complete 

absence of movement of people, and of exchange · of goods between 

regions and sectors anywhere within the province'" (para 70). Finally 

it is stated that "it may also be too lat~ to prevent starvation in all 

areas of the province" (para 73). On the other hand, possibilities of ' 

improveme nts are dism~s sed as not being supported by any "concrete 

evidence" that they "were about to happen" (para v of Foreword). The 

claim of the navy that it can ope'rate Chittagong port with less than the 

required complement of labour 1s qualified as being "probably true to 

some extent" (para 27). 

6. Although an intended trip to the cyclone disaster area was 

cancelled (as stated in para ii of the Foreword) some provocative state

rncnts have be n m.ade about this area which can only create hostile 

reactions among countries which made a generous effort to help us 

cope with the unprecedented natural disaster. It is alleged that "jeeps 

and LeTs intended for relief work in the cyclone affected areas were 

also commandeered" (para 4). Population is reported to have 

"doubled in areas of Pattaukhali and other parts of the coastal region 

where the food situation is already critical and there is serious doubt 

that even the norm.al population can be supplied with adequate foodgrains 

over [the coming months" (para 6). ' People "are already going 

hungry" (para 20'). 

7. After stating that specific suggestions in the area of 

measures affecting the general atmosphere of the province are outside 

the Mission's competence, the Mission's report proceeds nevertheless 

in the very next sentence to make two suggestions: {i} "that any 
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interim programme would have. to include, as essential elements, 

arrangements that would reduce the visibility of the Army so as to 

reduce a major source of fear among people" (para 72); (ii) "that 

progress in th~ latter direction might be facilitated by the .Central 

Government posting a high level administrator in East Pakistan to 

serve, during the interim period as the head of the Civil administration" 

(thereby proposing that the present Governor of East Pakistan should 

be changed). Recommendations of this type are hardly within the 

competence of a technical Bank mission. 

At the end of the report, the Mission concludes that it 

is "unable to suggest concretely by what programmes and measures 

the Government could be ;most helpful in stimulating the economic 

recovery in the p~ovince" (para 77). This is an unconstruc!;ive approach 

in concluding a report the terms of which are clearly not those set 

by the Government. 

9. The fundamental problem with this report is its 

unrealistic and biased approach. It proceeded from the assumption 

that everything in East Pakistan should have been 'normal', although 

it was known to the Mis sion that economic 'activity had corne to a 

standstill in East Pakistan from early March, and the process of 

recovery after such large scale upheaval could only be gradual. By 

the first week of June when the Mission visited Pakistan various 

sub-sectors had revived partially. Since then the progress towards 

normalcy had been better than predicted by the Mis sion in this report. 

For example, exports from East Pakistan during the [month of the 

Bank Mission's visit (June 1971) were Rs. 95.6 million compared to 

Rs. 124.1 million in June last year. The production of jute goods 

had also recovered to about one third of the normal production. It 

was 16,000 tons in June 1971 compared to 49,249 tons in June 1970. 
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On the fiscal side total customs duties levied in the months of 

May and June 1971 amounted to Rs. 62. 3 million against Rs. 80. 9 million 

for May-June 1970. Of these Rs. 2.03 crores have been actually 

collected and Rs. 4.0 crores deferred against bank guarantees. 

Considering the difficulties inherent in the situation this improvement 

is quite encouraging. The report however totally ignores the positive 

elements in the situation. The Government of Pakistan had agreed 

to the visit of this Mis sion at a very difficult juncture, in the expectatiop. 

that a team of international experts would produce an objective and 

constructive report. 

r 



TO: 

FROM: 

SUBJECT: 

Mr. Robert S. McNamara 

Gregory B. voqv 
Pakistan - Recent Developments 

Attached please find M. M. Ahmad's letter of July 12, wh;fP arr· e 
July 21. Obviously his letter was written before he knew of the " m6r~ : k~ osive 
articles in t 'he Post, July 10th, and the New ' York Times, July 13th. '"1- have 
sent a non-committal acknowledgement (also attached). 

I would be very reluctant to schedule another meeting of the Con
sortium, given the publicity associated with even informal consultations, 
until there is some prospect of the meeting being successful. This is also 
the traditional posture of the Bank when scheduling aid group meetings. I 
see no such prospect at the moment, and I find it curious that the Government 
of Pakistan is pressing so hard for a meeting at a time when it is unlikely to 
result in an outcome which they could consider constructive. We are certainly 
in no position to make any sort of meaningful recommendation regarding future 
development assistance; our comments would have to be limited to the urgent 
need for food relief, including rehabilitation of the transportation system 
to deliver food supplies up-country, and gratuitous advice on the need to 
find a satisfactory political solution to the refugee problem (which is not 
strictly within our terms of reference as a development finance institution). 

I believe Mr. Cargill shares this view, but I am sure that one of the 
first things he will want to do after his return to the Bank on July 30 is 
to make a decision regarding the date and character of any meeting on Pakistan 
which might be scheduled this fall. In his letter of June 30 to M. M. Ahmad 
on June 30, Mr. Cargill had said, "Nobody {at the June 21 meeting7 wanted 
to have a meeting in July, and given the wholly unwelcome attention which 
this last meeting has attracted, I am sure that it would be a mistake to 
call a meeting until some positive results can be assured." 

Mr. Hattori informed me this afternoon that Japan seems to have 
suspended disbursements on its existing loans to Pakistan in response to the 
"moratorium" which Japan and all other members of the Consortium consider a 
default. We are awaiting further details on the Japanese action. If the 
suspension is confirmed, Japan would be the first Consortium member to have 
taken such action; it is entirely possible that they will resume disburse
ments, since Japan generally does not like to be out of step with its major 
Consortium partners. 

Meanwhile, Mr. Osman Ali continues to ask why we have not recommended 
lending for projects such as KESC, on which documents were negotiated in 
March. He is most reluctant to accept the explanations which we have offered 

e I ent has seen 
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repeatedly, i.e., our inability to recommend lending to any member country 
which is in default with its major creditors, questions about creditworthiness 
prospects quite independent of the default, and questions about absorptive 
capacity given overwhelming uncertainties about the size of Pakistan's 
development program and doubts regarding implementation capacity due to the 
government's preoccupation with overwhelming political issues. I expect he 
will 'raise with you the question of why you are not now recommending new 
financing to Pakistan and press you to give a definition of the conditions 
under which you might be willing to make a new recommendation. I do not see 
how we can define such conditions in advance and have already indicated that 
we would be constrained by many new factors today, even if the long-deferred 
policy reform package were implemented, which could only be in some superficial 
form under present circumstances •. 

Attachment 

cc: Messrs. Cope, WID. Clark, Blobel 

GBVotaw:jw 
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· AHMAD 
H.Q.A., S.Pk., C.S.P., 

& 0 omic Adviser to the 
resident 

Islatr -' ad, the 12th J u ~, .... ., 7 e 

' .. -
My dear 

Tanks for your letter dated 30th June, 1971, i n 

whic:l you have lirit.ten to me regarding the inforn al 

meeting of Heads of Delegation to the Pakistan Consortim 

in Paris on 21st June o 

Unfortunately this particular Consortium meet' ng 

has received very unfavourab e press coverage and as 

evoked a very sharp reaction within Pakistan. es ite 

some clarifications particular y from~he U.S., the 

impression that the Consortium and the lvorld Hank are 

adopting a political posture continue:; to. gain gro 1 . ' . 

This impression '"as created and strengthened by t '0 

reports, one from the B.BoC. on 21st June and the other 

in 11Vashington ost t of ' 26t June. The B. B.C. reports 

said "Between the lines the meaning of the cormluniqu s 

clear - that there will be no f rther aid on t is s a l 

u ntil the Pakistan Government reveals ~l at s r of ol:t. ·.oc ~ 

s e tt ement it envisages for ast a ~istan. 

Post eport co.ntaine many har f u comments attributec 0 

the orld Bank team ana co c u cle t at t e onsort· 

"strongly influenced by a devast t · ng report "'ro eter 

Cargill If quietly agreed to postpone indef · nitely a Y AC. 

economic assistance for Fa ista 0 

These press reports c9incide it statements· 58 ec 

by tIe British Foreign Secretaryo In one he sai , f.t r 

aid to Pakistan will be depe~le t on a political s e t t .ement 

in East Pakistan and in the other, issued jointly wit~ t e 

nd i l. n oreign 1inister he sai 'to ensure t he ret r 0'': 

displ aced personS to East Pak istan" a political so u t io 
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RQ.A., S.Pk., C.S.P., 

Economic Advise to tI e 
President 
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EXTERNAJ~ ASS S 

must be found ,,,h'ich would be acceptable to the people of 

East Pakistan. U 

The reaction in Pakistan might have been milder i 

the Consortium had announced some date for its next eeti" 

or at least the Bank had issued some clarification co tra-

dieting the misleading press reports o 

Apart from the inevitable strains ,,,hich t ese 

developments have created in Pakistan s relat · ons ~ith the 

, Consortium, c ontinuing evidence of st~ain in the maintenace 

of aid relationship 'and particu_ ar y in comp eting t e eb ~ 

re · ef exerc ise ,would certainly aggravat,e t:1e sit atio i 

bot the l~ings of the country. 

lope y ou can give some thought t o the nfort nute 

situation whieh is developing and in partie ar it is 

important that ''Ie reach some agreement 0 11 the debt qu ,stion 

before the end of Septem er so t at we do ot have t 

extend the moratorium b yond six mont S o 

I hope 'you had a nice holiday. 

Mro I oP.H. Cargill, 
: rector, 

South J.\Sia epart ent" 
I. Bo Ro 0, 
1818 H Street, 
Washington • C.. 20036 

Yo rs sincerely, 

(I.-l..-Al Co d-j---
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tm1D~U~ ~ ONFlDl!.'NTIAL 

Dear (all other members of the 
'l.~ S 

(/~C'O\~~ 
I have been given confidentially a c ete cOP,y of the report 
mission to East Pakistan undertaken last month. 

This report was submitted July 8 and transmitted to member governments July 10. 
It is much more detailed and substantively different than the recent New yo~ 
Times accout of the report, which was based on an earlier draft. 

The report remains an internal Bank document and is being treated confidentially 
by the Executive Bllancho I would hope to maintain that discretion and avoid any 
embarrassment to the Bank in a sensitive matter. After reading the report, however, 
I felt strong~ that I ~hould share it with you confidentially. 

For your &BK&&Ktia convenience, I have included a collection of sigiificant excerpts 
f'rom the report. But the entire document, dealing as it does with the fate of' more 
than 70 million lives, deserves ~ thorough reading. 

The Senate will soon be considering various pieces of legislation relating to our 
foreign assistance policies and the conflict in East Pakistan. This report, 
compiled by an international group of experts, is authoratative confirmation of' the 
picture earlier portr~ed in the press of' gathering disaster and senseless, 
par~zing militar,y repression in East Pakistan. 

I hope you will consider this remarkable report most carefully and lend your 
support to Senate action to bring an end to any further complicity of the United 
States in this tragedy. 

~th warmest regards, 

Walter F. (?) Mondale 

Distributed between 4:00 and ,:)0 p.m., July 15, 1971 

h s 



TO: 

FROM: 

SUBJECT: 

I NTERNA TI ONAl DEVELOPMENT I I NTERNATI ONAl BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORA TI ON 

OFFICE MEMORANDUM 
Mr . McNamara . 

M. Shoaib V 
Leakage of the Report on Pakistan 
to the Press 

DATE: 

From what I have heard from the Pakistanis, including the acting 
Head of the Pakistan Mission here, it seems that a very sharp and strong 
protest from Pakistan in regard to the leak " is to be expected . 

From what I can judge the position will be taken that staff 
members of the Bank have jumped to conc lusions on insufficient evidence, 
have commented on political aspects and have "deliberately" leaked the 
report and the staff notes to the Press . 

I tried my best to calm them down but I am not sure that I succedded 
too much . I have a suspicion that they may have recommended suspension of 
repayments of Bank loans . 

You may like to consider what action, if any, you might take with 
the Government of Pakistan to soothe their feelings in regard to the leak. 

cc: Mr . Knapp 

President has seen 



TO: 

FROM: 

SUBJECT: 

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

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

JO~ Merriam 

Your Conversation with George Meany, 
Thursday, July 15, 1971 - 10:30 

. 
Background 

") ~-~~~~~/I ~"'~.A.LA-
The AFL-CIO has just concluded jobs t 

(July 12 and 13 at the Sheraton-Park). a ~umber of other topics 
were discussed, the question of job-export via the investment policies 
of the multinational corporations dominated the discussion. Considerable 
anger was shown by the delegates, particularly from Textile, Garment, 
and Footwear Unions. At some poin~Meany himself was challenged with 
the cry for "action." Our observer reports that American-owned multi
national firms were accused of sacrificing American jobs in a "game of 
checkers in seeking cheaper and cheaper labor markets for manufactured 
goods that are ultimately consumed by the United States purchaser." 
Among nations mentioned were Japan, Mexico, South Korea, Taiwan and 
Yugoslavia. The international corporations, not the countries, 
were regarded as culprits. (Korea is still eligible for IDA; Mexico 
has just received an IFC investment in textiles -- see below). 

The key to the issue, as seen by Labor's analysts, is that the 
system of moving U.S. workers into higher skills, as other countries with 
cheaper labor move into competition in the lower skill range, isn't 
working. 

Germany, Japan, et aI, have Gome abreast of the U.S. in technology, 
and are thus able to take over export markets for high technology 
production that would otherwise be supplied by U.S. labor. At the same 
time these developed countries have closed their markets to U.S. products. 
Job expansion in the U.S. is thus restricted across the full range of 
technology. 

The Nixon Administration has been slow to produce a manpower 
plan. Its laissez-faire approach probably prevents it from ever being 
truly effectiv~ .in such 'a program. 

Suggested Approach 

1. IDA lends to countries and projects that generally do not 
compete with American exports but in many cases promote exports. 

2. By ~ncreasing the flow of total trade IDA increases U.S. 
trade (and jobs) by direct procurement, and by keeping nations 
credi tworthy for other trade arrangements. 

Mil 
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3. IDA promotes better living and working conditions for 
workers throughout the world -- and contributes to a more equitable 
distribution of income. 

4. By insisting on international standards of bidding and 
pricing, the Bank Group is a powerful force against cartelization 
and against restrictive trade practices of international business. 

5. Finally, IDA is a means of working with the Third World 
without direct U.S. political involvement -- meaning less risks of 
American boys going overseas. 

Questions and Answers 

1. Why doesn't the Bank do more about Fair Labor Standards? 

Labor standards are regulated by Member governments. IDA has 
concentrated on maximizing employment. This has been done through loans 
to small farmers and small industry and in using more labor-intensive 
techniques in road building, etc. IDA is also attempting to develop 
projects to equalize income distribution. Employment is a major concern 
of the Bank. 

2. Does IDA export jobs? 

No, IDA projects -- now totalling almost $3 billion in commit
ments -- have been largely devoted to infrastructural development. 
Only 4 percent have gone to industrial projects, and one-fourth of that 
amount went to one project -- for the expansion of a fertilizer plant 
in Indonesia, a scheme in which IDA shared responsibility with USAID. 

More important, 35 percent of all IDA credits have gone to 
transportation and communications projects -- highways and railroad 
development. (As of December 31, 1970, almost $100 million in trans
portation equipment needed for IDA projects had been procured in the 
U.S.). General development loans formed 24 percent of IDA credits, and 
69 percent of all procurement for multi-purpose loans came from the U.S. 
And in the same way, it would be difficult to make out a case for 
"job exports" for loans for agricultural development (23 percent), 
power development (6 percent) and education (6 percent). 

3. Does IDA concentrate on import substitution -- thereby 
reducing the U.S. share of the LDC market for manufactures? 

Almost all LDC's operate at or near the limit of available foreign 
exchange. Virtually any expansion of foreign exchange receipts will 
result in increased importation. A successful import substitution 
usually results in a shift in import composition -- frequently toward 
higher technology items -- but not a decrease in exports. 
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4. Why does the U.S. receive only fifty cents back in procurement 
for every dollar the U.S. contributes? 

Procurement is only one benefit received by U.S. exporters from 
IDA. IDA expenditures for infrastructural projects (education, project 
preparation and the like) enable LDC's to generate future economic growth, 
thus permitting them to be in a position to import additional goods from the 
U.S. For instance, India and Pakistan, main IDA recipients, import from the 
U.S. about twice as much as they export to this country. 

5. Won't -the "~~tyi~g "-~"f--aid -adverse iy" affect U. S. p"rocurement 
under the U.s. Foreign Aid Program? 

There are varying estimates on this. No one is sure. Untying 
will not reduce procurement in the U.S. under IDA since it already deals 
in free exchange. In fact, the reverse is probably true, since a number of 
LDC's use tied dollars to cover their U.S. purchases and spend their 
free money elsewhere. IDA's procurement levels would probably corne much 
closer to u.S. contributions. 

(Comment on untying -- no U.S. legislation will be necessary for 
this step although consultation with key committees is foreseen by AID. 
It will take at least six months after agreement before U.S. approval 
would corne into effect. There are still some holdouts -- notably France.) 

6. Does IDA take away business from the Ex-1m Bank and thus 
reduce U. S. exports -- as in the case of the recent Brazilian steel 
mill problem? 

Examples of conflicting interests are rare, particularly in the 
case of IDA which does little industrial lending. There are more 
examples where our efforts are clearlycomplimentary, as in the case of a 
pending Bank loan to a Brazil iron-ore development (Sepetiba Bay) which 
has allowed Ex-1m to finance $17 million in locomotive exports (an 
additional $13 million worth of locomotives will be financed by U.s. 
commereial banks). 

7. How many jobs do you think IDA creates in the U.S.? 

According to standard input-output tables (estimating $30,000 per 
job created per year) IDA should directly create and sustain through 
procurement under the Third Replenishment, 3,000 to 5,000 jobs per year. 
This may be low since IDA procurement is frequently drawn from firms who 
are trying to utilize excess capacity by meeti~g the world market. This 
estimate does not take account of the effects employment of IDA's 
local expenditure. 

8. Why did the Bank lend to Celmex, a firm which exports 
textiles to the U.S.? 

IFC is the private enterprise arm of the Bank operating on a 
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strictly commercial basis. Its minority ($8 million) holding in Celmex 
is designed primarily to improve domestic Mexican sales. Only 5 percent of 
sales in 1971 are expected to be exported. 

(Comment: One of five Celmex plants is located on the Mexican border at 
Rio Bravo. Clearly it must be selling to the U.S. The President's 
Report was not explicit on the export effects of the IFC investment, nor 
on the extent to which the Rio Bravo plant would benefit). 

Attachments: Tables 
JEM:pam 

cc: Mr. William Clark 



TABLE I 

IDA Disbursements to December 31, 1970 ~. 

Other Infrastruc-
Industry Agricul ture Program.L Loan~ Education ture includ. Pro- Total ~ --------- ---

ject preparation 

India 55.5 541.2 445.0 1041.7 57.1 

Pakistan 6.5 141.5 50.0 10.6 11.9 280.5 15.4 
(1962) 

East Asia 4.9 7.0 0.1 33·9 45.9 2.5 
(Taiwan 1961) 

w. Hemisphere 14.8 0.4 96.7 111.9 6.1 

African Franc Zone 
+ Algeria, Morroco 12.7 16.4 35.8 65.0 3.6 
Tunisia. 

Other Africa 28.7 30.5 121.0 180.2 9.9 

Other 34.7 30,.8 0.3 32.0 97.8 5.4 
(Turkel 1962-6~ 

Total 46.1 291.0 591.2 58.3 836.5 1823.0 100.0 

% 2.5 16.0 32.4 3.2 45.9 100.0 

Total Disbursed 
& Undisbursed 104.0 657.9 655.0 180.5 1288.7 2886.1 

% 3.6 22.8 22.7 6.3 44.7 .100.0 

Source: P & B 



TABLE II 

Undisbursed IDA Committments 
to Industry, up to Deoember 31, 1970 

Pakistan 22.9 

East Asia 30.0 (Indonesia 
Fertilisers) 

Afrioa 5.0 (Congo) 

57.9 

Source: Controllers Department 
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I Dear Geor ... e: 

I had hoped to b~ able to speak with you on the telephone 
last veek but found that yo wer a~ y . 

Once aVflin I DA" t he J3anl.' s eoncessional lending ~rm • ieh 
provid s assistance to t l~ poorest of t he world's nations, has run 
o t of coron 4 e t authori ty eC.flu~~e o f a ct._lay in provid':'ng ~.f! 
U.S . ,,-0 tribution. In tIe past. t he AFIrCIO has provide strong 
voice in s pport of eA~edit1ous act on. 

!:s you know IDA funds are spent almost c.nt··rcly on project" 
i ed at building infrastructure and at social development. ID 

projects do not crea e co~petition for Am~ricun induJtry . A least 
lal~ of U.S . contributions return for procur~~ nt of American prcduc 
and additional U. S. expo ts are generated out of ID 's cxpcndit r s 
in recipient countr ies . 

It is my personal opinion that IDA is of considerable value 
to the foreign policy of the United States, arld of other ~emhel." 
na ions, since it promotes ccon~~ic growth an~ political stnbil y in 

e Third Horld 'tvithout irect national political. or~ inde d, 
military. involvement . 

Knowing of the interest of organized labor in the United 
Sates in promoting balanced '$ro\.1th of job opportunity at home 
and abroad. I would ,,~elcome an opportunity to talk these I attars over 
with you, ~d hope that you can again give us a helping ha d when ~ c 
need it. Please g1v~ me a call . 

JEM :pam 

Tl.e Honorable 
Geor ge Meany 
President: 
AFlrCIO 
815 - 16th Streat~ N.W. 
Washington, D. C. 20006 

Sinccr 1y, 

Robe.rt S. McNamara 



TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOP'''" .. NT I INTERNATIONAL BANK FOR 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

Mr. Robert S. McNamara 

.J. Burke happ 1Arf 
East Pakistan f \ 

DATE: July 14, 1971 

~~D Z/lJ;f -

( ~ " 

\ JBG ' 

\ .« <:c;., 
' .. I?CH\\!v 

I want to call your attention to one particularly ading 
consequence of the publication in the New York Times of a preliminary 
draft version of our report on East' Pakistan. 

This mornings New York Times, for example, contains the 
following paragraphs. 

"The World Bank also offers strong practical grounds for 
a moratorium on development assistance. Contrary to Pakistani 
Government claims, the mission reports that 'the situation is 
very far indeed from normal, nor are there any signs that 

. normality is being approached or that matters are even moving 
in that direction~~ Citing .disruption in East Pakistan caused 
by tthe general sense· ·of fear ' and lack of confidence on the ' 
part of most of the population' and 'the complete dislocation 
of the communications systemJ

, the report concludes that new 
international development efforts twill h.ve to remain in a 
state of suspension for at least the next year or 80'. 

"Ten members of the eleven-nation Aid to Pakistan consortium 
apparently concu~red with that finding when the group met in 
Paris last month. The United States inexplicably did not. 
Continuation of American development assistance to Pakistan is 
incomprehensible in the face of that international consensus and 
of the damning -evidence contained in the World Bank report." 

These paragraphs rest heavily on a sentence in the preliminary draft report 
reading as follows: 

"One implication of this set of priorities is that the develop
ment effort will have to remain in a state of suspension for at 
least the next year or so." 

This sentence does not appear in the final report as circulated 
to the Executive Directors, and even in the preliminary draft report it 
immediately followed a sentence stating that "Any remaining available 
~esources must be directed to rehabilitation and reconstruction and to 
breaking the most important and most persistent physical and organizational 
bottlenecks impeding efforts to get the economy going again." In other 
words, the preliminary version was making a distinction between rehabili
tation and reconstruction and long-term development. Bad as the situation 
may be, there was no finding that external aid to East Pakistan (beyond 
immediate relief and food aid) _would have to be suspended for "at least 
the next year or so". On the other hand, it no doubt remains true that 
even rehabilitation and reconstruction measures must await the restoration 
of some degree of public order and the restoration of at least a minimum 
civilian administration. President ha ~-seen 



CORNEL.IUS E. GAL.L.AGHER 
13TH DISTRICT, NEW JERSEY 

3. 

4. 

July 12, 19 71 

/' 
'-..--L. \. 

ON FOREIGN AFFAIRS 
SUBCOM ITTEE ON INTERNATIONAL 

ORGANIZATIONS AND MOVEMENTS--<:HAIRMAN 

SUBCOMMlmE ON EUROPE 

SUBCOMMlmE ON ASIAN AND PACIFIC AFFAIRS 

SUBCOMMlmE ON NATIONAL SECURITY 
POWCY AND SCIENTIFIC DEVELOPMENTS 

COMMITTEE ON GOVERNMENT 
OPERATIONS 

SI'ECIAL SUBCOMMITTEE ON 
INVASION OF PRIVACY--<:HAIRMAN 

SUBCOMMITTEE ON SPECIAL STUDIES 

, SUBCOMMI:rTEE ON LEGAL AND MONETARY 

dJ~/l/Y~ 
1 

~ 

AI.., you may know, I have. made. e.xac.fty .thu e. po,[w ,[n nu.meJWM 
.6pe.e.c.hu I have. made. on .the. .6ubje.c.:t, and many Me. h,[ghLLgh;te.d ,[n .the. he.aJt
,[ng.6 he.R.d by my AI..,,[an and PacL6,[e. A66~ Sube.ommLtte.e. dwri.ng May. I ha.ve. 
aiAo '[n;tJwdue.e.d le.g,[,6la.:t[on :to the. FOJtugn M.6A...6tane.e. Ad to PJte.c.lude. ali.. 
ai.,d to P a.kM:tan. 

It would 6ulftLU- a de.6hzLte. le.g,[ola;Uve. pwr.pO.6 e. '[6 I e.ould be. pltO
v,[de.d a copy 06 .the. WoJtld Bank r.6 Jte.poltt a6 .6oon a6 po.6.6,[ble.. The. CornrrUfte.e. 
on FOJtugn A66~ ,[/j mMung-up the. FOJtugn ALd bill at thl.6 mome.n.t and the. 
op,[n,[OJ!L.6 06 the. pJtUUg,[OM WoJtld Bank would le.nd mue.h c.Jte.de.ne.e. :to the. CUtgu
me.n..t6 06 thO.6e. 06 U6 who wan.t .6a.rU:ty bJtough;t ba.e.k to owr. Jte.R.a:ti.OJ!L.6 w,[th the. 
GoveJU1me.n:t 06 Pa.k.J...6:tan. . ;. 

WUh e.o ntinue.d but w,[,6 hu " I am, 
I · ~ t, 

' ... # ... 

i • Sin e.e.Jte.l y., . 
I , . f . I : .. .. t ,.. 

CORNELIUS E. GALLAGHER, Challtman 
AI..,,[an and PacL6,[c. An6o.J..M Sube.ornmifte.e. 

CEG/e.pw/c.b 



Yale University. New Haven, COllllecliCllt 06520 

... , 

1'11". James Dyek . 
Personnel ~ De partr.!ent 

July 7, 1971 

International Bank foX' Reconstruction 
and Deve1op:nent 

1818 H Street N.W . 
Washington, D.C. 20433 

Dear Mr. Dyek, 

: 

DEPARTMENT OF ECONOMICS 

Economic Groll:tb Celll er 

Box I987, ytle Station 

This is in response to your query about my relationship at present 
to the Pakistan Institute of Develo~Jent Economics. I hale received a 
cable (copy enclosed) from the Paki~tan Institute dated 25th June 1971 
request,ing me to report for duty at the Institute on the 15th Au~st, 
failing which my seyvices will be terminated. Under the cj;rCUt"Gstances 
prevailing in Pakistan, I do not intend to go back and therefore, my 
services accordingly stand terminated. This confinns my telephonic 
statement to you the other day that I have no longer any association 
with the Institute. 

Thanking you . 

Yc,urs sincerely, 

tv lv->A,-Q;{~~ 
N. Islai.L 

NIlca 
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