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ADVANCE CONTRIBUTIONS TO THE SIXTH REPLENISHMENT ~/ 
(In millions) 

National US$ SDR Unit of 
Country Currenci Equivalent Equivalent Obligation 

Part I: Australia 67.843 76.399 58.278 Nat'l Currency 
Canada 165.609 141.995 108.316 Nat'l Currency 
Denmark 247.680 48.000 36.615 Nat'l Currency 
Finland 89.447 24.000 18.307 Nat'l Currency 
France 445.500 107.609 82.086 Nat'l Currency 
Germany 880.350 500.002 381.410 SDR 
Iceland b/ 1.380 0.361 0.276 Nat'l Currency 
Ireland 2.077 4.400 3.356 Nat'l Currency 
Japan 140377.220 625.845 477.405 Nat'l Currency 
Luxembourg 14.250 0.500 0.381 Nat'l Currency 
Netherlands 204.206 104.400 79.638 Nat'l Currency 
New Zealand 2.900 2.908 2.219 Nat'l Currency 
Norway 200.000 40.630 30.993 Nat'l Currency 
South Africa 0.826 1. OOQ . 0.763 Nat'l Currency 
Sweden 230.000 55.302 42.185 Nat'l Currency ---- ----

(15) 1733.351 1322.228 

Part II: Korea 421.080 0.871 0.665 Nat'l Currency 
Yugoslavia 127 ~ 047 6.667 5.085 Nat' 1 Currency ---- ----

(2) 7.538 5.750 

TOTAL 1740.889 1327.978 
======== ======== 

a/ This table is based on IMF representative exchange rates and the 
SDR value of currencies published by the IMF on October 5, 1979. 

b/ Effective January 1, the currency of Iceland was changed such that 
100 old Kr6nur = 1 new Kr6na. 
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DRAFT 
PVApp1egarth:s1 
February 19, 1981 

. I 

Draft Statement of Mr. McNamarasProposal for 
Discussion with Governments 

As you and your authorities know, the Reagan administration has 

expressed its intention to request Congressional authorization of the full 

amount negotiated for the U.S. in IDA6. However, the Administration has 

proposed to alter the schedule of appropriation originally contemplated 

for the three year IDA6 period. In order to minimize the disruption to 

IDA's planned operations and the consequent impact on the poorest developing 

countries which could be caused by this change, IDA is requesting other 

-:me£~ 
donors to authorize commitments against t~· contributions on the schedule 

\ 
originally negotiated. To preserve the spirit of the burden sharing 

arrangements underlying the IDA6 agreement and to ensure other donors' 

interests are not prejudiced by this action, IDA would proceed with the 

understanding that: 

(i) · At no time would IDA6 commitments against donor 

contributions exceed 370%!/ of the U.S. appropriation ~ 

that IDA can expect to receive with reasonable certainty. 

This would ensure that U.S. share of total IDA6 commitments 

represented the 27% share negotiated in the agreement. 

(ii) At no time would IDA make calls on other donors other than 
;x:k 

in~73:27% ratio negotiated in the agreement. ~s adjusted 

for the understanding reached regarding calls from the 

United Kingdom~ 

:!./ 100% + 2 7%. 
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WORLD BANK I INTER ATIONA FINA CE CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Moeen A. Qureshi, SVPFI 

FROM: H. Golso~ __.,/-~ .. 
DATE: February 18, 1981 

SUBJECT: IDA - Six~~plenishment 

·- . f .. 

. . 

You have asked what the ~egal position would be under .the Sixth 
Replenishment Resolution on the assumption that .the United States obtains 
full C~ngressional authorization for its IDA 6 commitment of $3.24 billion 
and an appropriation in U.S. FY81 of $540 million, in FY82 of '$850 million 
and in FY83 of $1,850 million. It is assumed that the United States would 
deposit its notification under Section E of the Resolution that it would 
make its total subscription and contribution in accordance with the terms 
of the Resolution; $540 million without qualification and $2,700 million 
subject to obtain~ng the _necessary appropriations • 

Such action on the part of the United States would require no re~ego
tiation of the Sixth Replenishment arrangements and no amendment of the 
Sixth Replenishment Resolution. The giving of the formal notification 
described above will permit the Replenishment to become effective in 
accordance with the terms of the Resolution (assuming sufficient notifica
tions have been received from other Part I members). The payment provisions 
under Section B -(4) (c) and (d) are flexible and would permit payments by 
the United States on the schedule of the s_~ggested appropriations. However, 
since the United States will only hav~ given an unconditional commitment 
to pay a part of the first tranche of its subscription and contribution 
(16.7% instead of 29%), there will be a limit on the ability of the 
Association to enter into new credits under Section F of the Resolution. 
Under this Section, the Association will only be able to commit 16.7% of 
the subscriptions and contributions of other members . Certain members 
have made advance contributions to the Association which are not subject 
to this limitation until the Replenishment becomes effective. If more 
than 16.7% of the subscriptions and contributions of these members are 
committed before the effectiveness of the Replenishment, it follows from 
Section F that no further amount may be committed in respect of these 
members ' subscriptions and contributions until the United States has. given 
further unconditional commitments. Individual members can waive this 
limitation in Section F on the Association's ability to make commitments 
against their subscriptions and contributions. The fact that one member 
has permitted commitments in excess of 16.7% of its subscription and con
tribution does not mean that the Association will have to commit less than 
16.7% of other members' subscriptions and contributions. 
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Funds Appropriated to the President 

REDUCTIONS ·-IN FOREIGN DEVELOPMENT AID PROGRAMS 

The Administration wi1·1 propose a 26% reduction from the current 
1982 budg~t request for foreign deve~oprnent aid and further 
reductions during 1983-86. This action will halt the very rapid 
growth requested for development aid in the Carter budget, for 

· example 33% in 1982~ It is intended to assure that the most 
critical u.s. foreign policy objectives are served effectively, 
but at much less cost, by eliminating low priority activities • 

The agencies and . programs affected by the proposal include 
co tributions ·to the multilateral development banks (such as the 
World Bank); payments to the .United Nations and other 
1nt·ernational organization programs; the Agency for International 
Development; food aid shipments under Public Law 480; and the 
Peace Corps. All existing international commitments will be met; 
however, some payments to the U.N. and other multilateral 
programs will be stretched out. 

Humanitarian programs, such as those providing emergency disaster 
relief and refugee feeding, will be maintained close to the 
levels of recent years. The AID programs, cut by 20% in 1982, 
will be reoriented to assure that they clearly contribute to the 
ability of Third World countries to improve their economic 
performance, rather than merely transferring dollars. 

For future contributions to multilateral institutions, there will 
be a careful assessment of whether the u.s. funds will be used 
efficiently . and how 'V.7ell the institutions are serving the Uni·ted 
States and the international community. The reduced program of 
very low interest loans for exports of food under Public Law 480 
will also be examined in light of the current rising trend·in 
cormnercial agricultural exports to insure that it is targeted · on 
the highest priority u.s. objectives abroad. 

The reduction in the current 1982 appropriations request will be 
$1,854 million, rising to a cut of. $3~187 million from 1986 
spending as projected in the Carter budget. Foreign aid funds 
are actually spent over a period of . years after they are 
appropriated; and as a result, the near-term savings in actual 
cash budget outlays will be smallo In the past this - circumstance 
has been used as argument against foreign aid cutbacks. Cash 
budget outlay savings will be $402 million iri 1982,·· but will rise 
to . $1-• 8 .. bi 11 ion by 1986 and even higher in the following years 1 

contributing importantly to ·the vital long-term effort to bring 
the Federal budget under control. 

' 

Further specific details on these development aid reductions will 
be provided when the revised budget is · transmitted to the 

6-33 
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Congress. The proposal is expected to result in the following 
changes in funding: 
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Summary t ablB of Budget Authority and Outlay Savings 
1981-1986 ·'•. 

Su~~ry Table (con't) .. 
(in ~tllions of dollars) .. .... ~ 

"· ~ ll . 

.. . , . 
ht!ll 

1981 1982 198) 1984 1985 4. 1986 Totah 
_!L __ o_ __!L __ o _ _!.L _·_o _ __!!L_ __ o_ --1!.L __ o _ __!L __ o _ _!L __ o 

,lt.. 

Other lnde2~ndent Asencles 
ErA Waste Treatment 
Grant••••••••••••••••• 1,000 --- 3,610 125 1,540 1,045 1,860 1,970 2.170 1,960 2,465 1,950 l2 ,645 7,050 

NASA••••••••••••••••••• 75 60 3)0 241 248 334 -90 86 -190 -156 -200 -124 ··21 441 
Clvll Aeronautics 

Board-Alrllne subeldy. - -- 56 50 64 64 54 54 34 34 2 2 210 204 
Corporation for Public 

Broadcaatln&•••••••••• -- --- 43 4~ 52 52 73 7l 98 98 lll Ill 377 177 
Ex~rt-l~~rt Bonk ••••• 750 60 1,980 410 2,ll0 990 2.259 1,380 2.410 1.600 2,560 1,710 12.060 6, ISO 

31 Fotit.an Ald (FAP) •••• •• 616 8~ 1,8~4 402 20~ 584 2., 5fl 1,063 2,978 1. 527 1,187 l,lf27 11,,35) s,48R 1 
Nat1onal Conauaer .. -
Cooperative Bank •••••• 91 82 136 128 160 152 185 178 185 175 200 190 957 905 

National Endowment for 
the Arta/Humanltlea •• - - 165 85 186 131 203 19) 222 223 239 231 I ,015 . 863 

National Sclence 
Foundatlon•••••••••••• 63 26 66 15 90 81 120 109 153 141 183 us 67S S27 

Office of Personnel Hanasement -
Inatltutlon of annual 
COLA•••••••••••••••••• -- --- 558 510 412 424 430 389 416 366 417 367 2,291 2,05(, 

Poatal Service Sub1ldlea 250 250 632 632 690 690 765 7ft5 779 779 719 779 l,89S 3,895 
Student Loan Harketln& 
Aaeoclatlon (off-
budget)••••••••••••••• - -- - (1,923) . (2,500) --- (3,000) --- (3,500) --- (4,000) --- ( 14 • 921) 

1--l Vater Reaouree Development . 
+:-- Con•tructloa prosra••· - - 95 . 90 340 337 IS45 544 515 514 215 217 1,710 1,702 

Corp• of En&lneer•••• (-) (-) (50) (50) . (29,6) (296) (485) (485) (439) (419) ( 119) (179) ( 1 ,449) (1,449) 
Water ' Pover Reaource1 
Serwlc•••••••••••••• (-) (-) (35) . . (35) (28) (28) (43) (43) (57) (51) (20) (20) (lftl) (lft1) 

Soli Conaerwatloo 
Serwlc•••••••••••••• (-) (-) (10) ( 5) (16) ( 13•) (U) ( 16) (19) (18) (16) (IS) (78) ·(70) 

u.s. lallvay Aaaoelatloo i 

Conrail aubaldl••••••• -350. -250 400 300 550 ~so~ 300 300 150 · no too 100 . ',150 1.150 

Subtotal · •• •••• ••••••~ ~ -r.m "T.oTl -r;ror -r.tn" T.lOI· T.TOf -r.m T.l1T lo,'fil -r.m: tr;lil io.ao8 

Federal Peraonnel 
Reductloft not 
related to above 
reduction••••••••••••• 316 316 1,3'2 1,342 I ,811 1,811 2,264 2,264 2,76] 2,761 3,261 1,261 ll,829 ll,fl29 

!ffects on clvlllaft 
•aency pay coats of 
revlalna the Federal 
Pay Comparabtllty 
Standard•••••••••••••• -- -- 2,165 2,079 2,938 2,907 3,4ft3 l,lS6 . 3,'740 1,698 3,990 3,813 16,296 .~.911 

"tnecal Leaalns. on 
Outer Continental 
Shelf and Fedecal 
Landa !/•••••••••••••• 250 2SO 800 800 2,000 2,000 l,IOO 3,100 l,SOO l,SOO l,~oo 1,SOO 11,150 11,150 
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Data Relating to IDA VI and U.S. Participation 

1. Total Commitment from donors:$12 billion 

2. U.S. share 27% = $3.24 billion 

3. ·- Appropriations Required: 

FY81 - 29% x $3.24 billion= $940 million 

FY82 - 33% x $3.24 billion = $1070 million 

FY83 - 381. x $3.24 billio-n • $1230 million 

..J 
$3240 million 

4. Outlays Required: I 

L' ~-~~__J 
($ million) 

FY81 FY82 FY83 fyf! 
Approp. Approp. Approp. ~r1~~ 

7 

----- FY81 18 

FY82 94 20 S'f 

FY83 150 96 23 b 
FY84 182 176 110 loS 

. 
FY85 179 235 162 103 

j 

FY86 166 222 ~ Cf5 

FY87 82 156 235 'f7 
FY88 52 104 183 3D 

FY89 17 42 127 l o 

FY90 19 115 

FY91 "56 

FPA 
1/27/81 
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MINUTE OF MR. McNAMARA'S MEETING WITH U.S. SECRETARY OF STATE ALEXANDER HAIG 

WEDNESDAY, FEBRUARY 4, 1981 

Mr. McNamara called on Mr. Haig, the U.S. Secretary of State, on 
February 4, 1981 at about 4.45 p.m. Mr. Meyer Rashish (Under Secretary for 
Economic Affairs) and Mr. Qureshi were present at the meeting • 

After an exchange of greetings, Mr. McNamara said that while IDA 6 was 
clearly the most pressing issue for the Bank, there were a few other points as 
well that he would like to mention. First, he wished to inform the Secretary 

·• about Jamaica. The Bank's association with Jamaica was of long standing but the 
• Bank's role and contribution diminished steadily during the tenure of Prime 

Minister Manley. In fact, the Bank had stopped operating in Jamaica sometime 
before the elections due to growing economic and political disruption in the 
country. 

An important change in the situation had occurred with the election of 
Prime Minister Seaga. Mr. McNamara had met with Premier Seaga when he visited 
Washington in November and had discussed with him the resumption of Bank 
assistance. The Bank had quickly put together a substantial program for Jamaica 
consisting of seven loans, mainly for projects, for a total amount of about 
$110 million to be provided over the next 12 months. The program included a 
structural adjustment loan which would facilitate the adjustment process in the 
economy and help stabilize and strengthen it. The Bank had also organized a 
Caribbean Consultative Group which was helping to coordinate and expand assistance 
to the region by bringing together a number of governments with an interest and 
stake in the region. Within the Consultative Group there was a sub-group for 
Jamaica which it had been expected the U.S. would organize and chair. Mr. McNamara 
had been informed that David Rockefeller had been asked to organize a private 
sector group with the objective of encouraging private capital flows to Jamaica. 
However, the task of assisting Jamaica was clearly much larger than could be 
tackled by private sector alone, and it would be essential to organize and 
coordinate official flows as well. If the U.S. had difficulty in finding someone 
to chair the Jamaican sub-group, the Bank would be prepared to suggest appropriate 
names, or to provide a person from the Bank, if necessary. Mr. McNamara 
mentioned the names of Peter Petersen, Peter Flannagan and Jack Hennessey as 
the type of person who would be suitable, and who, if prepared to work only part 
time on this task, could still provide very effective leadership. For its part, 
the Bank would be fully prepared to support this effort with technical and 
administrative backup. 

According to Mr. McNamara, the prospective Bank role in Jamaica was 
analagous to that which the Bank had performed in Turkey. He recalled that he 
had initially raised the issue of Turkey with Chancellor Schmidt and had asked 
him to assume leadership in organizing the aid effort for Turkey. He had also 
proposed that a person with experience and authority should be designated to head 
that effort. Chancellor Schmidt had agreed to his suggestion and had picked 
Leister-Kiep , a member of CDU from the Government of Lower-Saxony, to head the 
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Turkish aid effort. Mr. McNamara pointed out that a similar approach 
be used to organize and coordinate aid and capital flows to Jamaica. 
Seaga Government represented perhaps the last opportunity to save the 
and the opportunity should not be lost. 

could 
The 
situation, 

Next, Mr. McNamara turned to an issue which, though of lesser overall 
significance, had, nevertheless, caused him concern. An IBRD loan for Guyana 
had been presented to the Bank Board on the previous day. The night prior to 

:: the Board meeting, the U.S. representative on the Bank Board had suggested that 
·~ the loan be withdrawn. This was totally inconsistent with Bank procedure and 

could not be done. As a result, the U.S. Director had abstained when the loan 
·· as presented to the Bank Board. The loan to Guyana was passed, with all other 

. directors voting in favor of it, but it was a matter for great concern that, 
through actions such as these, the U.S. appeared to be sending quite the wrong 
signals to other countries. Mr. McNamara felt sure that the matter had not been 
considered within the State Department. Personally, he held no particular brief 
for the present Prime Minister of Guyana but he was a decided improvement on his 
predecessor, Moreover the loan itself was for structural adjustment, a program 
undertaken jointly with IMF and aimed at reducing consumption and at restructuring 
the economy. It was hard for Mr. McNamara to see how a negative u.s. attitude 
towards the Guyanan loan, which was only one illustration of a prevailing attitude, 
could be considered consistent with long term U.S. interests. 

Mr. McNamara then spoke about the critical need for a sensible energy 
policy and for a program aimed at expanding energy investment in developing 
countries. He felt that a sensible energy policy had not yet been evolved, 
even in the United States. The recent action in the area of deregulation should 
help, and so should the new market-oriented policies for the energy sector 
signalled by the Reagan Administration, but there was still a long way to go, 
especially in reducing energy consumption. As regards the OECD nations, they 
appeared to be especially "accident-prone", in the sense that interruptions in 
supply could have a devastating impact on them, with all the attendant risks, 
In these circumstances, the Bank was trying, in a modest way, to develop an 
expanded program of financing energy development and conservation, which, although 
aimed primarily at the developing countries, was bound to benefit all nations. 

Secretary Haig said that he was glad to hear about the steps that the Bank 
was taking with respect to Jamaica; they appeared very useful. He agreed with 
Mr. McNamara about the importance and urgency of assistance to Jamaica. A few 
days earlier he had discussed the matter with the Canadian Foreign M.inister who 
had also shown strong interest in developments in the Caribbean region, and in 
Jamaica in particular. The U.S. would like all the help that the Bank could 
provide on Jamaica. Secretary Haig had known Leister-Kiep and his role . in Turkey 
and he agreed that someone appropriate should be found to head the group on 
Jamaica. He as~ed Mr. Rashish to look into the matter. 

With respect to the issue of the Guyana loan, Secretary Haig .said, after 
checking with Mr. Rashish, that they had not been aware of this matter in the 
State Department. This was not surprising since the u.s. Executive Director 
received his instructions from the Treasury. However, there would be merit in 
State having a bigger role in this general area, Secretary Haig asked Mr. Rashish 
to look into the Guyanan loan issue. The Secretary looked forward to working 



l• 

- 3 -

closely with Mr. Don Regan on such matters because the latter was a good 
"team player". 

On energy, Secretary Haig was in complete agreement with Mr. McNamara's 
views. He perceived the vulnerability of NATO countries to supply-side risks 
and said that they in the State would like to know more about the Bank's plans 
in the energy field. 

Mr. McNamara then turned to the IDA 6 matter. He expressed appreciation 
for the support that Secretary Haig had provided and the position he had taken, 
and said that the Bank -- and he personally would be prepared to help in 

~any way they could once the budget was sent to the Congress. 

·~, Describing the status of IDA 6, Secretary Haig said that the Administration 
would go ahead and propose to the Congress the full amount of the U.S. share of 
IDA 6 without any cuts. As regards the General Capital Increase, the subscription 
would be phased over six years. The Secretary felt that the review sent out by 
OMB had not been thought through and therefore it had not been too difficult 
to get the position changed. However, there remained a serious problem ahead, 
and it concerned the prospects of IDA 6 in the Congress. In that area Mr. McNamara's 
help would be needed. 

Mr. McNamara responded that he would assist to the maximum extent possible 
but the Bank would have to do so under the direction of both State and Treasury. 
He did not think it appropriate for an international institution such as the 
Bank to be "free wheeling" within the U.S. Administration. Indeed he had been 
reluctant to contact State until he had first established contacts with the 
Treasury, which was the designated channel for communication with the U,S. Government. 
The Bank, and he personally, had a lot of friends on the hill and if the 
Administration were prepared to give strong support, he was sure that the IDA 
legislation would pass. Secretary Haig said that the Bank's support would be 
valuable at the Congressional stage, and that he would like to remain in touch 
with Mr. McNamara on this and other matters. 

cc: Mr. Stern 

~t\-@__ 
MAQureshi : gmb 
February 5, 1981 
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MINUTE OF MR, McNAMARA'S MEETING WITH MR. ME'¥E-R. 'RA'SHISH, iT~ 

FOR ECONOMIC AFFAIRS, WEDNESD~Y, FEBR~A¥Y' ~, , l981 

Prior to his meeting with Secretary Haig, Mr, McNamara stopped by to 
see Mr. Meyer Rashish, Under Secretary for Economic Affairs. Others present 
included Messrs. Barney Rush and Mr. Jacques Gorlin, Special Assistant and 
Executive Assistant to the Under Secretary, respectively, and Mr. Qureshi, 

• .. On IDA 6, Mr. Rashish explained the current status, namely that the 
entire amount of IDA 6 budgetary appropriation proposed in the Carter budget 

•,, would be retained unchanged, but that the proposed U.S. subscription to the 
GCI would be phased over 6 years. 

Messrs. Rashish and Gorlin foresaw problems with these proposals at the 
Congressional stage. Mr. McNamara expressed his desire to be as helpful as 
possible. The Bank had many friends on the Hill, and he personally had 
excellent relations with a number of key Senators (e.g. Mathias) and Congressmen. 
Mr. Gorlin recalled how effective Mr. McNamara's breakfast meetings with members 
of the Senate and the House had been, and he urged that similar contacts should 
be renewed. Mr. Rashish agreed that the proper way of enlisting the Bank's 
support should be carefully reviewed, and he would pursue this matter on the 
basis of further discussions with the Bank. 

Mr. Rashish was of the view that the Stockman proposals reflected a certain 
degree of over-zealousness in the early period of the Administration. The 
lesson he had already learned in the few days he had been in Office was to 
recognize that the assumption of responsibility tended to constrain severely 
the choices that were available. There were great differences between the 
flexibility enjoyed by a detached critic -- such as he himself had been prior 
to joining the Government -- and the limited room for maneuver available to a 
person who had to shoulder the responsibility of day-to-day government. 

The need for formulating an appropriate and effective energy policy 
and program was discussed both in the context of the U.S. and other industrialized 
countries, and in terms of the requirements of the oil importing developing 
countries. Mr. McNamara referred to the risky and accident-prone energy 
environment in which the OECD countries would operate over the next decade, 
and therefore to the importance of global measures to ensure conservation, 
reduction in consumption, and a broadening of energy alternatives. In this 
connection, Mr. McNamara noted his recent discussion with a group of oil executives 
which had given him cause for great concern about the policy vacuum that existed 
in this field. Mr. Rashish expressed great interest in this general area and 
hoped he could pursue it further with the Bank. Mr. Rush enquired about the 
attitude of the private oil companies to the Bank's initiative in the energy 
sector. Mr. McNamara noted that a couple of years ago, the Chairman of Exxon, 
Mr. Garvin, had been critical of the Bank's expanded involvement in this sector. 
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On the other hand there were companies, such as Gulf, that were strongly 
supportive. There was now much greater recognition in the private sector 
that the Bank's activities would be complementary rather than competitive and 
there was now considerable support from private oil companies for an 
expanded Bank role. 

The issue of the U.S. Executive Director's abstention on the Guyanan 
loan was also discussed, Mr. Rashish felt that the State Department should 
have a greater voice in the appointment of the Executive Director to the Bank, 
and in framing his instructions. This was a matter that he intended to look 

· •. ~ into. 

, , 
On Jamaica, Mr. McNamara described the history of Bank relations with 

Jamaica and asked whether the U.S. intended to chair the sub-group on Jamaica. 
If the U.S. did not wish to do so, the Bank would be prepared to designate 
someone. It would also be prepared to provide all necessary backup and 
technical support for the sub-group. Mr. Rashish said that David Rockefeller 
had been asked to head a private sector group to organize private capital flows 
to Jamaica. He agreed that this did not meet the needs of the Jamaican situation 
fully and that an appropriate head for the sub-group should be found. He 
promised to look into this matter. 

Mr. Rashish concluded by saying that the Bank appeared to be doing some 
very important things. There were various aspects of the Bank that he did not 
know well and he would like to get to know the Bank better. Mr. McNamara 
responded that he was most welcome and he would gladly arrange for Mr. Rashish 
to come to the Bank and to meet with him and his associates. 

cc: Mr .. Stern 

~?5JT~ J 
MAQureshi:gmb 
February 6, 1981 
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JAMAICA - OFFICIAL CAPITAL AVAILABILITIES AND REQUIREMENTS ~/ 

(April 1981 to March 1982) 
(US$ million) 

· Jamaican Bank 
Source 

Availabilities 
a) IMF (EFF/CFF) 
b) World Bank ~/ 

·~ c) IDB 
d) OPEC Fund 
e) Trinidad Oil Facility 
f) Venezuela Mexico Oil Facility 
g)' USA 
h) Other Caribbean Group Donors 
i) Commercial Bank's Refinancing 
j) Trinidad Refinancing 
k.) Canadian Refinancing 

. 1) New loan from banks in Steering Committee 
m) New loan from European Banks 
n) Additional assistance from Caribbean 

Group Donors 
o) Sale of Bauxite to US for stockpiling 

Total Availabilities 

Total Requirements 

Difference 

assessment 

260.0 
110.0 
15.0 
20.0 
16.0 

100.0 
71.0 
52.5 
79 .• 5 
18.5 . 
22.0 
70.0 
60.0 

60.0 
50.0 

1,004.5 

1,004.5 

0 

assessment £.I 

260.0 
110.0 
_15 .. (} 
15.0 
16.0 

100.0 
35.0 
52.5 
61.5 
18.5 
22.0 
40.0 

745.5 

798.0 

52.5 

a/ Excluding project financing and private direct investment. 
~/Assumes a US$35 million EDF loan and US$75 million SAL. The total SAL amount, 

might not be fully available for disbursing in the April 1981/March 1982 period, 
depending on date of Board approval and on tranching arrangements. 

£../ Preliminary. 



Current Bank Lending Program 

Board 
US$ million Appraisal Presentation 

FY81 
1. EDF II 35,i:""j November 1980 April 1981 

!> 

2. Technical Assistance Loan 
for Economic · and Financial 

• :4 Management 5 March 1981 June 1981 

. , 
3. Petroleum Exploration st //) January 1981 June 1981 

FY82 
4. Kingston Free Zone 15 Detember 1980 July 1981 

5. SAL I~_/ 30 - 50 April 1981 August 1981 

6. Export Agriculture 15 N.A. Early 1982 

7. Power III 30 June 1981 March 1982 

~,?J,r/;'16{:...11-.- '"1 
~/ Further SALs may be considered in FY83 and 84. 
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·• 1. IMF negotiations are expected to be completed next week for an 
EFF of about SDR 500 million, disbursable over three years. 

·- .; f Available for 1981 about $200 million • 
. , 

2. We are working on the replenishment of the Export Development Fund 
which we established under the previous program loan to Jamaica. 
Estimated amount $34 million. (IDB might make a $40 million loan 
for industry in conjunction with us.) If the Fund negotiations 
stay on schedule, e ought to be able to take this project to 

.,/' 

3. 

4. 

5. 

6. 

7. 

the Board in Mere Also in prep ration for this fiscal year 
is a technical assistance project (about $5 million) and a 
Petroleum Exploration and Promotion Project ($5-10 million), 
for which a mission is now in the field. 

A Bank e nomic mission is scheduled to leave for Jamaica 
February One of their objectives would be to preP.are for 1 

f 1 1 J(J~/'' ... a Structural Adjustment Loan E i all goes we 1, such a oan , 
would B&t be read all. 

/ 

A meeting with the private bankers is now in progress to reschedule 
payments. Some may agree to increase exposure. 

The first of the preparatory meetings of the Jamaica Aid Group will 
start in mid-February. The U.S. has been asked by the Jamaicans ) 7 
to cha~r it. If they want to make a serious effort, they ought ~1 ~~, , • 

to appoint someone of reasonable public stature, especially for 
his urpose, who would also follow up with potential donors. 

urrent estimates still suggest a substantial unfinanced current 
account deficit if efforts to stimulate investment and output are 1- ~ 
successful. However, there is much uncertainty about the estimates, ~~~ 7{~' 
including the effect of the prospective changes in the exchange 
rates, the behavior of private capital, and the possible reflew of 
previous flight capital. ( ~~~~·~ 

Our only short-term flexibility woul be to add $10-15 million to 
1
1 J ·.A 'J:i ;( 

the EDF loan for imports of agricul ural inputs and treat the 1'l 
I 

combined package as a program loan on the grounds that quick 
disbursing assistance is needed an this is a preparation for 
an SAL. (The fact that an EFF is in place would be evidence 
that the Government is moving on adjustment.) We might want to 
keep this flexibility in reserve for the time being. 
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CON;FIDENTIAL 

MINUTE OF MR. McNAMARA'S MEETING WITH U ~ S ~ TREASURY SECRETARY REGAN 

TUESDAY, JANUARY 27~ 1981 

Mr. McNamara met with Mr. Donald Regan, Secretary of the Treasury, 
on January 27, 1981 at 5.15 p.m. for about half an hour. Present at the 
meeting were Messrs. Beryl Sprinkel, Tim McNamara and Richard Erb (all from 
the Treasury) and MOeen Qureshi • 

Mr. McNamara said that there were several important matters concerning 
the Bank that he would like to discuss with the Secretary and his associates 
but, given the limited time, he wished to concentrate on the issue of IDA 6 
since it was the most pressing issue at the moment. 

Secretary Regan responded that he was briefed on the issue of IDA 6 
and knew its significance, including its international implications~ He 
wanted to be candid - the program was in trouble. OMB was in the process 
of reviewing all expenditures and the new administration was determined to 
be quite drastic. It had set itself the objective of achieving a 2% reduction 
in FY 81 and 5% in FY 82. Commitments made by the previous administration 
would not necessarily be honored. Even entitlement programs would not be 
spared. If cuts could be made through executive order, they would be made 
and, if necessary, new legislation would be sought for this purpose. The 
President was asking his Cabinet members, virtually on a daily basis, 
whether they had been able to identify any new opportunities for making 
economies in expenditures. There was thus a lot of pressure within the 
administration and the OMB boys were "out with their hatchets". 

Secretary Regan added that he recognized that there were international 
aspects of the IDA problem -- some of these concerned Secretary Haig (State 
Department), they also concerned the Treasury. This was the time for 
Mr. McNamara to make the case for IDA to Secretary Haig, and wherever else he 
could in the U.S. Government. 

Mr. McNamara responded that this was precisely the reason why he was 
starting out with discussions at the Treasury. He recognized that the 
administration had a problem, or rather two problems: one of image, the 
other of substance. 

Taking the substantive problem first, Mr. McNamara passed around 
a data sheet showing the cash outlays that would result from a U.S. undertaking 
to contribute $3.24 billion under IDA 6. The cash outlays would be disbursed 
over nearly 10 years: they would amount to only about $18 million in FY 81 
and $114 million in FY 82, and would rise gradually thereafter. The IDA 6 
agreement had been drafted specifically to take into account the constraints 
under which the U.S. operated. There was considerable flexibility in the 
agreement; for example, it would be possible to slip the schedule for annual 
cash outlays, or "calls" on the U.S., by a year, if necessary. There was 
also some additional flexibility available in IDA procedures which he and 
his associates would be glad to discuss with Treasury officials in more detail. 
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But if economy was the objective, then IDA 6 was not the place to get it, 
The amount of actual cash payments envisaged from the U.S. over the next 
2-3 years would be far too small to make any difference in the overall u.s. 
budgetary picture. 

As regards "image", Mr. McNamara could see that there was some scope 
for giving an impression of budget economies by cutting the commitment to 
IDA 6 and trying to renegotiate the arrangements. He pointed out, however~ 
that the renegotiation of IDA 6 would be extremely difficult. It had taken 
nearly 2-1/2 years to negotiate the agreement. Over the years, IDA 
agreements had been structured to take into account the special problems 
and requirements of the U.S. which was the largest contributor, The u.s. 
share had dropped progressively from 42% in the IDA 1 to 39% in IDA 3 and 
only 27% in IDA 6. This share, viewed in relation to GDP, was much smaller 
for the U.S. than for most other industrialized countries. By contrast, 
the U.K. share of over 10% was much too high when compared, for example, with 
the share of France of about 5%. The U.K. had been persuaded with great 
difficulty to maintain its high share. In the event of a renegotiation of 
IDA 6, it would clearly not be prepared to maintain its share, nor would it 
be justified to expect it to do so. But the problems extended beyond the 
U.K. Other countries such as Germany and Japan had been prevailed upon to 
take on a higher share than they were originally prepared to accept --
Japan had agreed to contribute 14.65% and Germany 12.5%. These countries 
would not allow the U.S. to renegotiate its share down while at the same time 
maintaining their own share unchanged. Under the circumstances, renegotiation 
represented a dangerous alternative; at best it would take a very long time 
to achieve and, more likely, it could run IDA out of business. 

Mr. McNamara then turned to the IDA 6 issue, as it appeared to him in 
his capacity as an American citizen rather than an international civil 
servant. He said that he had convinced Japan to take a high share in IDA 6 
on the ground that this constituted the cheapest way to buy security. In 
the same vein, he believed that it was in the long term foreign policy 
interest of the U.S. to support IDA. He cited the example of the Persian 
Gulf where the U.S. had strategic interests, and of countries such as Kenya, 
Somalia and Yemen, which the U.S. wished to strengthen, and where IDA was the 
primary source of foreign assistance. The Bank was in a position to influence 
these countries to adopt appropriate policies and take corrective steps with 
respect to their domestic economic situation which the U.S. would not be able 
to accomplish. 

Turkey was yet another example where the Bank had worked with the 
country from the beginning on a step-by-step basis, providing both advice and 
financial assistance. In the case of Turkey, the Bank was a major but not a 
primary source of financing but its role in the formulation of the present 
economic program, and indeed in the designation of the person who had been put 
in charge of the program, had been extremely important. 

In short, Mr. McNamara concluded by saying that while he could not see 
much substantive gain accruing to the administration from an attempt to cut 
existing commitments to IDA, he could see enormous confusion and problems 
resulting from such an effort both for IDA as an institution~ for IDA recipients, 
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and for OECD nations who were partners of the U,S, in this international 
effort. 

Mr. Sprinkel asked whether it was not true that IDA resources were 
going to many soft projects that did not really earn a good return ? 
Mr. McNamara explained IDA lending procedures, emphasized the strict 
appraisal standards that were followed and the attention given to assessing 
their development merit, and, in particular, to the adequacy of their 
economic rate of return. He stated that an independent audit and evaluation 
system existed within the Bank. This Group examined all projects undertaken 
by the Bank and reports of its findings were published annually and 
disseminated publicly. He offered to discuss this matter in more detail 
with Sprinkel and to provide him with all the information he might wish 
to have on this subject. 

Mr. Sprinkel then asked whether IDA loans did not lead the governments 
of the recipient countries to expand the role of the public sector in an 
unnecessary fashion, thereby pre-empting the appropriate role of the private 
sector. Mr. McNamara responded that all IDA loans had to be guaranteed with 
respect to repayment by the recipient Governments, irrespective of whether 
the funds were channelled to the Government or some other agency~ It was 
true that a significant part of IDA funds were allocated to the financing 
of infrastructure, and to other fundamental productive efforts such as 
increasing agricultural production and institution building where the public 
sector had a leading role. The main test in each case was developmental 
merit. On this aspect also, Mr. McNamara said that it would. be worthwhile 
to provide further information to Mr. Sprinkel on a subsequent occasion, 

Mr. Tim McNamara asked whether the U.S, foreign policy objectives 
towards countries such as Kenya, Somalia and Yeman could not be better 
served through bilateral aid. Mr. McNamara said that, roughly three~fourths 
of U.S. aid was bilateral aid and only about one-fourth consisted of 
multilateral assistance, and he did not expect much increase in the 
multilateral component. Bilateral aid could not be an effective substitute 
for multilateral aid because the u.s. was not in a position to attain through 
bilateral means the results in terms of improved economic policy and 
performance which the Bank could achieve, and these results were very much 
in the long term U.S. interest. 

Secretary Regan asked for Mr. McNamara's assessment of the situation 
and support in the Congress regarding IDA 6. Mr. McNamara said that an 
authorization bill had passed the Senate last year and had be.en marked up 
for House consideration but did not get House consideration due to the 
confused state of affairs towards the end of that Congressional session, 
He added that IDA had some good friends in the Congress such as Messrs, Percy~ 
Mathias and Conti, but the Congressional reaction would depend upon the 
position taken by the Administration. If the Administration gave it strong 
support, the legislature would definitely be passed; without such support 
it would fail. 
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In response to Secretary Regan's question as to the next steps 
that should be taken, Mr. McNamara said that he would suggest that at 
this time the Administration should proceed to seek authorization for 
the full amount of IDA 6 and appropriation authority for the first 
installment (i.e. 29%). Authorization was the critical element. 
Existing contributions made under the bridging arrangement entered into 
by 16 donor nations for an amount of $1.7 billion would suffice until 
March. Some hiatus in IDA now seemed inevitable. However, if the u.s . 
Administration was prepared to take a strong supportive stand, and if 
it was prepared to indicate to the other donors that it would pilot the 
IDA bills through Congress, then it should be possible to set up some 
interim procedures beyond March and hold IDA together until u.s. 
legislative action was completed • 

Secretary Regan thanked Mr. McNamara for his visit which was most 
timely since a Cabinet discussion of the budget, including the IDA 6 
matter, was scheduled for the following morning. He said "he had got 
the message" and would do the best he could. He urged Mr. McNamara to 
go ahead and contact Secretary Haig also on the subject of IDA 6. 
He mentioned that Mr. Sprinkel would be the person to contact in the 
Treasury on IDA matters. 

cc: Mr. Stern 

v~-

~ 
MAQureshi:gmb 
January 28, 1981 
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The Sixth Replenishment of IDA was negotiated among the following 
33 countries: 

Australia 
Austria 
Belgiun 
Canada 
Denmark 

~ Finland 

Germany 
Italy 
Japan 
Luxembourg 
Netherlands 
New Zealand 

South Africa 
Sweden 
United Kingdom 
United States 
Kuwait 
Saudi Arabia 

Argentina Portugal 
Brazil Romania 
Greece Spain 
Iceland Venezuela 
IrelSind Yugoslavia 
Korea 

'', France Norway U.A.E. Mexico 

The negotiations were difficult and protracted, covering 19 months between 
December 1978 and June 1980. The outcome was an agreement that the partici
pants would provide $12 billion over a period of approximately 11 years to 
finance the disbursements on loans which IDA would make over the three-year 
period beginning July 1, 1980. The United States succeeded in reducing its 
share in the Sixth Replenishment to 27% as compared to 32% in the Fifth Replen
ishment and 42% when IDA began operations in the early 1960s. 

Until the United States obtains Congressional approval for its con
tribution to the Sixth Replenishment, the agreement is not binding on the other 
32 donor countries. However, recognizing that Congressional approval 'tolas likely 
to be delayed until the latter part of 1980, and reassured by the pledge of the 
US Government to obtain the authorization at the earliest possible opportunity, 16 
countries voluntarily agreed to provide a total of $1.7 billion to IDA in ad
vance ·of their negotiated commitment. This was done in order to avoid delaying 
the implementation of projects which IDA had already appraised and which the 
Board of Directors had approved subject to availability of new IDA resources. 
When the·$1.7 billion is fully committed in March 1981, IDA will--as a practical 
matter--be out of business until the United States is prepared to act. 

A question has been raised as to whether the Sixth Replenishment agree
ment could be renegotiated in order to reduce the size of the US commitment. The 
answer is that a renegotiation would be extremely difficult to achieve and would 
almost certainly take many months to complete. Moreover, it would be contrary 
to several important US interests to seek such a renegotiation even if it could 
do so without much dif fi'cul ty. 

Consider first the prospects for a reasonably prompt and smooth renego
tiation. The conditions that now make it tempting for the United States to seek 
a reduction in its commitment--namely; intense budgetary pressures in the context 
of determined efforts to limit the growth in public expenditures while maintaining 
a strong defense-~affect other nations as well. For example, the Thatcher govern
ment has made it plain that it regards the share of the United Kingdom in the 
Sixth Replenishment (10.1%) as grossly out of line with that country's relative 
economic strength compared to, say, France (5.4%) ·. It reluctantly agreed not to 

--
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seek a major reduction in its share during the Sixth Replenishment only be
cause it felt bound by the commitment given early in the negotiations by the 
Callaghan government not to seek a reduction in this Replenishment negotia
tion. That commitment in turn was based on the judgment that a major reduc
tion in the UK share, taken together with the US effort to reduce its own 
share from 32% to 27%, would have made agreement impossible. If now the 
United States seeks to change the agreement, there is little doubt that the 
UK will demand--with some justification- -a reduction in its share. This would 
in all likelihood trigger demands for adjustment from other countries, such as 
Japan, which were persuaded to accept unusually high shares in this. negotiation 
--14.65% for Japan--as the price of achieving a Replenishment as high as $12 
billion, a figure which they have been able to point to as evidence of their 
cornmi tment to good relations with the Third '-lorld . 

}foreover, several donor countries will have an interest in delaying 
any renegotiation attempt initiated by the United States. Although the OPEC 
countries have the financial resources to carry a greater share of IDA, they 
will certainly not increase their share if that means "bailing out" the United 
States or other industrial _countries. The other developing country donors, 
such as ~iexico and .Yugoslavia, are likely to resist renegotiation even if ·it 
were to involve a simple pro rata reduction. It will be politically attractive 
for them to take the position that they stand by the agreement--and they expect 
the United States to do likewise. Finally, it is quite likely that France and 
perhaps other developed countries would welcome the opportunity to assume the -
role of champions of IDA and to castigate the United States for disrupting the 
flow of vitally needed assistance from 32 other donors to the poorest countries 
of the world. 

For these reasons, an effort to renegotiate the Sixth Replenishment 
would certainly not be accomplished with dispatch. But, even if it could be 
done, it would be damaging to several important US interests to seek to do so. 
First, there is the obvious point that, if the United States seeks to renegotiate 
an international agreement because it faces severe budgetary problems, the pre
cedent will not be lost on US allies in NATO or elsewhere. This is particularly 
so because the agreement is widely perceived as being highly advantageous to the 
United States and because other governments, especially Germany and Japan, had 
great difficulty persuading their respective parliaments to go ahead with ad
vance commitments for this Replenishment. In other words, they have gone out on 
a limb to defend an agreement which they feel lets the United States off lightly.l/ 
If the United States now says it would like to renegotiate, the sense of letdown 
will be profound and it is bound to have an effect on other multinational nego
tiations. 

!/ The US share of 277. is below that indicated as appropriate for the United 
States by a number of economic measures, such as its share in GNP or in trade 
with developing countries. The EEC share is 38% and, as noted, Japan's share 
is 14.657.. 
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Secondly~ the security interests of the United States in the Persian 
Gulf area are served by the stability of several regimes in Eastern Africa 
(Somalia; Kenya), . the }liddle East (Yemen Arab Republic) and Southwest Asia 
(Pakistan), where IDA is a major source of economic assistance. l~ile continued 
assistance to th~?e countries doesn't guarantee stability, an abrupt cessation 
of IDA operations will certainly disrupt the development efforts and weaken the 
political position of those within these countries who favor close ties with 
the United States. h~ile these effects could perhaps be offset through bilat
eral aid, that would take considerable time and would require the United States 
to pay 100 cents rather than 27 cents on the dollar, thereby offsetting the 
budgetary savings which are the purpose of the exercise. Moreover, IDA is in 
a position to offer advice on politically painful adjustment measures in a way 
which the United States cannot do without damaging bilateral relations. This 
applies not merely in the Persian Gulf region but in other countries (e.g., 
Egypt; India) where improvements in economic management serve long-range US in
terests. 

Thirdly, the outcry from the developing countries which would inevit- ---:: 
ably accompany any US attempt to renegotiate IDA would, at a minimum, distract~=-_ ~ 

attention from the damage being done to many developing countries by the higher - >--
oil prices. The North-South Summit in Mexico tentatively set for mid-1981~-

which the German Government has supported as a means to urge restraint · on the .. ... . ~~ ~- --~ 
oil producers (Sa~di ·Arabia, in particular), would instead provide a forum for 
berating the United States. The Ottawa Summit in Toronto which is to come . 
shortly thereafter and which was decided by the Heads of State in Venice as an 
occasion to review North-South issues, would also be a source of embarrassment 
not only for the United States, but more particularly for Canada. ·such embar
rassment is perhaps less important than the linkage the OPEC countries--especi-
ally Saudi Arabia--have drawn between the state of the North-South dialogue and 
their willingness to discuss arrangements for a more orderly energy market. 

What would be the gains to set against these costs? Even if the US 
were able after much effort to negotiate, say, a 20% reduction in IDA6 and, to 
take the extreme case, none of that were to be offset by compensating increases 
in bilateral expenditure, then the US outlays would be reduced by about $6 
million in FY81 and $32 million in FY82. In the peak years FY84 and FY85, the 
"savings" might reach $130 million in current prices, or under $100 million in 
terms of 1981 dollars. 

In light of these considerations, it is difficult to see how a hard
headed calculation of US interests could avoid coming to the conclusion that an 
attempt to renegotiate the Si~th Replenishment agreement would be a very poor 
deal for the United States. It would be poor tactics - to hand the critics of the 
US, including of course the Soviet Union itself, such an obvious weapon to use 
against it in the Third World. And it would be poor timing to back away from an 
agreement just after important allies have gone out on a limb to defend that 
agreement and have committed $1. 7 billion to keep_ IDA in business while giving 
the United States time to act. 



Data Relating to IDA VI and U.S. Participation 

1. Total Commitment from donors:$12 billion 

2. U.S. share 27% = $3.24 billion 

3. Appropriations Required: 

. FY81 - 29% x $3.24 billion = $940 million 
~. 

'• . ~ .. 
, , 

FY82 33% x $3.24 billion = $1070 million 

_FY83 - 38% x $3.24 billion • $1230 million 

4. Outlays Required: 

FY81 
Approp. 

- · ~ - FY81 18 

FY82 94 

FY83 · 150 

FY84 182 
. 
FY85 179 

; 

FY86 166 

FY87 82 

FY88 52 

FY89 17 

FY90 

FY91 

Note: U.S. Fiscal Years 

$3240 million 

($ million) 
FY82 

Approp. 

20 

96 

176 

235 

222 

156 

104 

42 

19 

FY83 
Approp. 

23 

110 

162 

~ 
235 

183 

127 

115 

'56 

FPA 
1/27/81 
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SUK"Wtl T.Uut Or" PI!.OCIWIXATtC OZCREAS!S TO nil~ JAHUAAT BUOCU 
FT 1981 - 191l6 

(in ~llllono o[ dollar2) 

tud r,3t Authority •ud Outlay Sevtn,.0 

1981 1982 1983 1931, 19~5 1906 
_l!:L __ o_ ~ 

__ o _ SA __ o_ __lL __o _ ___!L __o_ _!L __o_ 

txecutive O!flce of the President 
._ 

St~f!l~ levelc ••••••• 6 1 6 1 s 1 8 9 11 9 13 12 

VundG A~ero2rl3ted to the Prestdent 
AppQ!:;ch1&n Rt> tt 1orutl 
0(!velopt~cnt progntu. 110 6 123 100 129 77 134 99 144 102 157 . 162 

,, lntarnutional dev~ lop-

t-_ ~ 
ccftt tJ~~lgtonce 
(includi~ f~~ce 
Corpa snd Inter- .. 
Aa~r1can foundation). S42 lO 1 .~11 lH -7 3B3 2,070 71) 1,4)3 l,09S 2.1HO 1,369 
Internatlor~l coa-
EOdity n~r~~ments •••• 3.- -- 119 20 -39 -15 -15 --- -20 
S~chl Defcnae 
Acqutcltlon Fund"•••• - -- - 321 -- 25/j --- 213 --- 252 --- 20) 

1-J ~1~1nf•trat1ve r~duc-vJ tiona not tr.clu~ed 

abo'#'Q. • .• • •. • • • • • • • • • • 6 (, 7 7 

Subtota1 ••• 9••••••• ~ --2-2 -r,m ----m ---as ----m- T,"i8'f --r;orr -r.m -r,m -r.m ~ 
D~E:rtm~nt of Agricultur~ 

Y.L. 480 rood Rid ••••• 76 7~ 100 100 tJO 110 2G6 266 358 358 369 3S9 
Conc@rvation coot-
vh5r1n~··••••••••••·· · - - 56 16 56 30 56 39 S6 47 3(, 55 
C~lty Credlt 

Cor·paution 
:t:' -31:ot·aga fac.Uity rt 

loana*•••••••••••••• - 25 -- 100 --- JIO --- 120 ---- JJO -- 150 rt 
-CCC loa~ 1ntur~ ~t PI 
rat~;••••••••••••••• - 4 -- 45 -- ~9 --- 54 --- 59 --- 6& 0 

-Grdu hu{INt~ § 
t n t ~ re~t utlv@r~~ ••• -- eo - H11 --- ICO --- 200" -- 225 --- 250 (!) 

-Ter:~t prlceo• •••••• -- --- -- -- --- --- --- 58 -- 106 --- 119 !j 

Rurul Electr1cat1on rt 

~~~ iulotratton ••• ~ ••• I~ 6 -- to --- --- --- --- --- --- --- --- 1-J 
f»r~&ert llv..ae 1\tfUitn •••• 

•· -Dlr~ct Lo~n Pro3roao --- 30 --- 105 )0 179 105 zn 179 J)t 25S 1.07 . 
(Oln•ct loon 
oLllgstlonu) ••••• ,. (565) --- {2,354) --- (2,354) --- (2,354) --- (~.~H) --- (2,J54) 

-Grant nnd Ho01:eovner-
whip Analotnnc~ ••••• ~ --- !lJ 10 112 14 ttl n 114 18 1~4 20 

,_, •.. -·- . ·--- ·""· · ·· · ·····--·~-· ··- -~-· - ... -.. ··--·-· ... ··--·--·- ·--··"' ·--- ... -~ .... -- ......... ---·- -·· .. ·--·- -··· . --~·-·. 
"' .. r- f-1_. ... ~ • .,.. ._-.,. .... ~ - •.• .. •; ., .. • j~~-~~ ,'<41';' •. fTJ "'' ·;.·,~·,..- ':\:' ' •~>~-~·,• 7 ,r. y1"·~.":!o~_~·- ~ .. ~!~.::r::7._l, 7 ~~.:t.~.:"~··;.t~~ .~> .. ·ho~ o~·-~: :---~}~ ~~~~~,:~~~}:.I-:':~ ' ~.:· .. ~:--~~~~ :.:~~ -::~;·;t.' l: ·j·:;~;~_.;, ·~·~· [';,~·~::~·: ·~H~ '!• . :~~··· · •t _ .. ::5: iT~Yt;~·-;_~-:-~-.7;~r.-· !:.·:·_ 
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ltj Itt, 
1\IIIX:ET AIITIIORITY 

us BILATERAL ANll I'IIII.TILATf.HAI.. ASSISTAIIC!: 1970-1985 
(Hill ion!'l of C.:urrt' l\t liS$) 

Propoa cd 
Kat imat~d l QR2 Propoa~d Propoa~d Propoaf!d 

1970 !.9.2!.__~974 1976 1978 1979 l_QIIO IQRI C'Artt:'"rstockman 1/ \9113 •' 1984 ,, 1985 " 

BILATERAl. ASS \STANCE 
1. o .. velopUI~I\t Aauitance 

lntcrnat ion~tl Oev~ lopment Cooper at ion A&eftCy 
lDCA/AlD Ope rat in& Expenau 213 253 272 304 351 
A~tency for lnternat iona\ Deve\op.ent 1,294 1,500 1,584 1,408 2,305 1,700 I, 7Sl 1,804 1,858 
Trade and Development Progr.,. 1 

Total Bilaleral Develop....,nt Auiatanca ~507 Llli 1,856 !JlQ 2,663 1,700 I, 751 1,804' 1,858 

2. Economic Support Fund/Peacekeepin& 
South Vietn .. 
Ejtypt 
Israel 
Turkey 
South Africa Regional Proar• 
Caribbun/Central Aaerica 
Other 

l• Sub-total 
Peacekeeping Ope rat ioRa 

• Tot a\ Econooaic Support Fund/Peacekeepift& 2,2\9 2,321 1,972 2,\53 2,450 2,350 2,42\ 2,494 2,569 

3. P. L. 4ij0 Food Aid 
Tit leo 1/111 482 477 250 
Titlu 11 823 786 786 825 866 909 

Total P.L. 480 Food Aid 9.Q 806 Rll6 1,305 \,263 ~ 82S --s7)6 909 

4' . eace Corpa 86 99 \00 \09 \22 95 95 95 95 

5. Refugee Aaaiatanca 79 227 483 491 61\ 

6. Off•etting Receipta and Other -336 -310 -296 -310 -364 

TOTAl. IIILATERAL ASSISTANCE 4,478 5,036 ~ 5,835 6,898 

Hem\l lte'"s : 
Expl>r t-lmport B•nk lOS 1,842 7,021 4,594 
lnt o rnnt ion~! Monetary Progr-• 0 0 5,518 
Int ern ational Commodity Agren.enta 0 0 88 239 

MULTILATERAL ASSISTANCE 
l. \.lor I.! Sank Croup : 

IDA 800 1,258 1,072 1,100 1,080 540 540 540 540 
18RD: Set eel ive Capital 1ncreaae: 380 163 163 328 535 0 0 0 0 

Paid-in 38 16 16 33 54 0 0 0 0 
Callable 342 147 147 295 481 0 0 0 0 

General Capital lncreau: 163 33 112 0 0 0 0 
IFC JR 40 19 14 14 0 0 0 

Total World lank Croup 1,218 ~ 1,41 ,- I;ill 2,""f4-l S54 540 54"0 540 

2. Other Mutt ilateral I nat itut iona 
lADII: Ordinary Capital 365 588 589 612 861 59 Sl 0 0 

Paid-it\ 44 52 59 59 51 0 0 
Callable 545 561 802 0 0 0 0 

FSO Earlier Contribution• 480 25 125 125 0 0 0 
1980-83 Repleniahment 175 175 175 175 175 0 0 

As DB : Ordinary Capital 218 194 154 248 50 0 0 0 0 
Paid-in 17 19 IS 25 5 5 0 0 0 
Callable 151 175 139 223 45 0 0 0 0 

ADF Earlier Contribution• 50 4 56 56 0 0 0 
Second Repleniahment lll 111 ll1 lll ll2 0 0 

AfOB: Ordinary Capital 
African Develop111ent Fund 10 25 25 42 58 58 0 

IFAD 85 0 0 0 0 
Total Other Hult ilateral lnatitutiona r,Tfr -8or 1 ,o$4 r,rrr r,nT S89 33'8" 0 ~ 

TOTAL :-IUL TILA TERAL ASS I STANCE 2, 341 2,268 2,411 ~?! 3,862 1,144 878 540 540 

e:TER~ATIONAL ORGANIZATIONS 
1 . Voluntary Contnbut 10na (Subhead 150) 

UNDP 100 115 126 126 126 145 n.a. 
UH Re 1 ief and Work a 40 52 52 52 52 0 
UH Children' • Fund 20 25 30 35 36 45 n.a. 
OAS 24 18 16 16 16 17 "·"· lAEA 12 13 n.a. 
Other 7 29 35 19 19 41 0 

Total Voluntary CoRtributiona m m TI9 260 262 2411" 7J 

2. Aaaeued Contribution• (Subhead 153) 
UN 
WHO 
Ull£SCO 
FAD 
ILO 
Other 

Sub-total 

lnter-"-rican Oraanhationa 
OAS 
Other 

Regional Oraani:catiOI\1 
OECD 
Other 

Other Internet ional Oq~ani:cat lona 
GATT 
Other 

Total Aaaeued Contribut lone 

TOTAL ASSESSED AHD VOLUNTARY 722 902 700 700 700 700 

-------------·--·------
!_/ Propoula aubeitted by Office of Hanaae-nt and llu<1J1el (01111), Januuy 27, 1981. 



OUTLAYS 
us KII .AH:HAt. Moll ~\lii.'I'II .A'n ~ AI. ASS I S'I'AN!:f:: LQ70-l~X~ 

(Hi II i<•n• of Currt."nt liSS) 

Propos~d 

Eat im,H~d 1q~2 Propoaed Proposed Propo1ed 1'170 1972 1974 1976 lq7S 197q (Q~I) l9Hl c;;r-t-;r stOC"kt;;;;;;-;T 1983 ~/ 1984 ol l~ 
BlLATf.HAL ASSISTANCE 
L 0-:-vt- l oprnt' nt A&sistan.ce 

lntcrnat ionnl Development Cooperation Agency 1,374 1,609 1,828 1,898 lOCA/AID Operating Expense• 207 261 303 334 Agency for lnt~rn11t ional Development 1,007 1,100 1,307 1, 340 -1,569 l, 734 1,832 1,869 Trade and Dcvc I opm•· nt Program 
2 Total Bilateral Devc lopment Assistance 

2. Economic Support Fuod/Peacekeep ing 
South Vietn8111 
E~ypt 

Israel 
Turkey 
South Africa Regional Program 
Caribbean/Cent rat America 
Other 

Sub-total 
Peacekeeping Ope rat iono 

Total Economic Support Fund/Peacekeepina ~ !...1.~ 1,904 21104 2,314 

3. P.L. 480 Food Aid 
Titles I/I II 515 477 250 -113 -535 -555 Titles II 955 786 786 825 866 909 Total P.L. 480 Food Aid 

~ ~ ~ ~ 11263 1,036 _1..lJ.. .,.2l!. __21i , , 
4. eace Corps 90 94 101 107 121 95 95 95 95 
5. Refugee Asoistance 75 166 446 486 585 

6. Off setting Receipts nnd Other -336 -304 -311 -319 -363 

TOTAL llli.AT£RAL ASS !STANCE 

M~m .,) I t t.' m~ : 

t:xpo rt-lmport B.1nk -106 200 I 1836 2,350 2,657 lntcrnac i o ual ~o,wt.-.ry Programs 12 
lntt·rnntional Comm~)d ity AgreemC!'nta 30 

HUL T I LATE RAL ASS I ~ TANC~: 

l. ._.,r l d ll.lnk C: r O~~P:-
IDA 376 472 572" 704 642 663 652 586 lBIU> : Selective Cnpital lncreaoe: 

Paid-in 
Callable 

Cenernl c,opit nl Incre•ee: 
IFC 

16 63 140 

Total World B.onk Croup 

2. Other Multilotornl I not itut ions 
IADB: Ordinnry Capital 

Paid-in 
Callable 

FSO Earlier Contribution• 
1980-8) Rc pleniohrnent 

AsDll: Ordinnry "c•pital 
IJnid - io 
Callnbl~ 

ADF ~:nrlier Contribution• 
Socond Repleniehment 

AfDB: Ordinnry Caplt•l 
Afr icon Dcve lopmcnt Fund 10 

IFAD 20 25 40 
Total Other Hultilateul I nat itut ion• 

TOTAL MULTILATERAL ASSISTANCE 858 683 784 988 1,219 1! 107 ~ 1,080 935 

; ,~TERNATIONAL ORGANIZATIONS 
l. Voluntary ContnhutLo ns (Subhead 150) 

UNDP 
UN Rdief and Worko 
UN Children's Fund 
DAS 
IAEA 
Other 

Total Voluntary Contribution• 

2. Asseseed Contributions (Subhead 153) 
UN 
WllO 
UNESCO 
FAO 
lLO 
Other 

Sub-total 

Inter-American Organiut iont 
OAS 
Other 

Regional Organizat ion• 
Ot.:CD 
Other 

Other Internot iona l Orgoniut iont 
GATT 
Other 

Total Asu!ssed Contributions 

TOTAL ASSESSED AND VO!.UNTARY 745 853 719 679 704 703 

-------------·---
!./ Proposal a eubmitted by Off ice of Management and ftudget (OMR) I Janunry 27, 1981. 



{_ 

( 
........ 

. ~ 
•I 

· . .. ·. . 

... 
!'> 

. • .• -i 

FOREIGN AID RETRENCHMENT 

·Table of Contents 

.· 
. Page 

Overview 
Summ3.ry Narrative ........................ -;. •• ·••• •••.•• 1 
Tables 

Aggregate Comparison Table-. · •. : ...... · •• ;..-............... 4. 
Foreign . Aid Retr~ncb~en~ Table 19~1-1982.............. 5 

. Foreign Aid Retrenchment Table 1983-1~84-1985;...... 6 

Program Papers 
International Development Assoc1ation {IDA)........... 7 
Multilateral Development Banks. (except IDA)........... 8 
International Organizations (assessed and voluntary);. 9 
Agency for I n t ern at i on a 1 De v e 1 o pm e nt ............ ~ ~ • • • .. • • 1 0 · 
P.L. 480 -- Title I & III •.•••.••••••••••••••••••..••• .- · 11 
P.L. 480- Title II .................... ~ •.•.••..••. ·•.•• 12 
Peace Co r p s •••• ~ ............. ~ .............. · •••.••• ·• • • • • • • • .• ·· · · 13 
Economic Support Fund (except Egypt and Israel).......... . 14 

January 27 > 1981 

I 
·-- ' 
. I 



. " .. 

( 

( 

.. . .. 
January 27, 1981 

•s" LIST 

AGENCY: Funds Appropriated to the President: State, Treasury, and 
Agriculture Departments; Agency for International Development; and 
others · 

SUBJECT: Foreign Aid Retrenchment 

POT£NTIAL REDUCTIONS FROM: 

-~ Current Services 
1981 l982 1983 1984 1985. 

{$in millions) 

· ·~, Budget Authority 
Outlays 

Carter Budget 

Budget Authority 
Outlays 

. PROGRAN 

-777 -1,530 
-43 -387 

-791 -2,597 
-56 -674 

N.A:. 
N.A. 

-2,359 
-1,422 

N.A. 
N.A. 

-3,656 
-2,338 

N.A. 
N.A. 

-4,042 
-2,929 

The 1981 and 1982 budget authority for these programs is as follovts: 

Major Foreign Aid Programs 

. International Develop~ent Association 
Other Multilateral Development Banks 

. international Organizations (assessed and 
voluntary contributions) 

Agency for International Development {AID) 
P.L. 480 Food Aid Title I and III soft loans 
P.L. 480 Food Aid Title II donations 

• Peace Corps 
Economic Support Fund (except Egypt and Israel) 

Totals 

POTENTIAL CHAN;ES: 

( BA _. i n $ m i 11 i on s ) 
Current Services Carter 

1981 1982 1982 

1,100 1,080 1,080 
484 1 ,334 1,419 

722 902 902 
1,697 1,707 2,386 

482 477 477 
823 786 786 

. 108 122 122 
592 593 896 

6,008 7,001 8,068 

As the table shows, the Carter 1982 budget calls for a budget authority 
increase of more than $2 billion or 33% above current services levels for· 
1981 (the higher 1982 current services amounts in fact reflect policy 
decisions). Under nor~al circumstances Congress would not support such an 
increase in foreign aid, ~nd if Congress is to be - persuaded to adopt severe 
reductions in domestic programs, proposing such increases is out of the 
question. 

A foreign aid program more in line with the domestic budget cutting effort 
would involve 

budget authority levels considerably belo\·1 current services for most 
programs, achieving aggregate 1982 outlay savings of $387 million 
below current services, and 
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1 )mited growth, about 3% in se 1 ected prograras during 1983-85, 
achieving outlay savings of $2.9 billion from the Carter 1985 
projection. 

In aJlocating the aggregate reductions among the major programs . the_ 
following assumptions were used: 

··., 
every ~ajor program ~hould take some reduction, 

bilateral aid .has priority over multilateral aid programs. 

security assistance has priority over development assistance, and 

In su~ary, the basic actions to be taken are as follows 

International Develo ment As~ociation {World Bank's concessional lending 
fund - The United States wou d revoke its recent, non-binding pledge to 
contribute $3.~4 billion for the 1981-1983 period and would reopen 
negotiations with other donors to reduce the contribution by half. 

Other P.ultilateral Development Banks - The United States would make no 
contributions to concessional multilateral lending programs after current 
forma1 co~mitments have been pa~d. On the same basis it would cease to . 
provide paid-in capital to non-concessional .lending programs, attempting to 
continue these programs through guarantees of commercial borrowing. This 
would require renegotiation of the pending World Bank capital increase. 

International Organizations- The tot~l . budget authority level would be held 
to ·$700 million per year. This would require that the United States refuse 
to sup~ort real increases in assessed contributions and eliminate or very 
sharply cut back voluntary contributions. 

Agency for International Development- Bilateral development aid would be 
held to current services levels in 1982~ $686 million below the Carter 
budget, fo 11 o~·;ed by 3 percent growth during 1983-85. 

P.L. ~80 Food Aid - The Title !/III credit sale program would be phased out 
~984, possibly requiring alternative funding arrange~ents for Egypt, and 
Title 11 donations would be continued at the current services level. 

Peace Corps- Volunteer levels would be cut by 25 percent over time. 

Econo8ic Support Fund ~ Funding would be well above current services ~evels, 
but a $100 million contingency fund would be eliminated. 

P R 0 3 f.. B L E 1 M? ACT : 

The primary ir.1pact of this proposal would be to eliminate or reduce U.S. 
participation in a range of multilateral organizations which are not 
responsive to U.S. foreign policy concerns and which in many cases may be 

2 
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ineffective in producing sound economic development. The reductions in aid 
WQuld mainly affect the poorer countries of Af r ica and the Asian_ 
sub-continent. If other donors were to make s imilar cutbacks in their 
multilateral contributions~ the reduction in new ·aid cor.mitments ~ could r.un 
~s high as $4 billion. The reduction in actual flows of resources (i.e.~ 
outlays) would be only a small fraction of this amount in the 1982-83 
period • 

Bi ateral developnent aid:. held at current levels, c9uld be concentrated on 
i small number of countries of key importance to the United States, perhaps 
at the loss of influence in countries of lesser importance. Major current 
security assistance objectives could be achieved, but any new major new 
initiatives would require reallocation of funds away from lower priority 
recipients. 

.. -- ... 

. I 
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FOREIGN AID RETRENCHMENT 

Aggregate Comparision Table 
1982 Reagan Budget 

~. ($ in million~) 

Budget Authorit~ 1981 1982 1983 1984 1985 

a. 
·• . 
. ,Carter 1982 Budget · 6,022 8,068 . 7,428 8,506 9,014 

b. Current Services 6,008 7,001 NA NA · NA 

c. Proposed Alternative 5,231 5,471 5,069 4,850 4,972 

d. Carter Budget Increases 
over Current Services +14 +1,067 NA NA NA 

e. Proposed Cuts from 
Carter Budget -791 -2,597 -2,.359 -3,656 -4,042 

f. Proposed Cuts from 
,. Current Services ·-777 -1,530 NA NA · NA 
( . 

Outlays 

g. :.Propo sed Cuts from 
Carter Budget -56 -674 . -1,422 -2,338 -2~ 92 9 

h. Proposed Cuts from 
Current Services -43 -387 NA NA NA 

January 27, 1981 
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FOREIGN AID RETRENCHMENT 

Najor Programs 

. Bud~t Authority 

1. International Development 
·Association {IDA) 

2. Multi ateral Development 
B~nks {except IDA) 

3. International Organizations 
· (assessed and voluntary) 

4. AID 

5. P.L. 480 - Title 1 & III 

·6. P.L. 480 - Title II 

7. Peace Corps 

Economic Support Fund 
{except Egypt and Israel) 

Tot·al s 

Out 1 ays 

1. International Developmen~ · 
Association 

2. Multilateral Development 
Banks 

3. International Organizations 
(a~sessed and voluntary) 

4. AID 

5. P.L. 480 - Title I & III 

6. P.L. 480 - Title II 

7. Peace Corps 

8. Economic Support Fund 
(exc ept Egypt and Israel) 

Totals 

( 

1981 
Carter Current 
Budget Services 

1,100 1) 100 

484 484 

722 722 

1) 711 . 1 , 697 

482 482 

823 

108 

592 
6,022 

572 

442 

745 

1,608 

515 

955 

107 

823 

108 

592 
-6,008 

572 

442 

745 

1, 595 

515 

955 

107 

560 
~9T 

Potential 
Changes 

1982 
Carter Current 
Budget -Services 

{$ in millions) ~ 

560 

466' 

700 

1,500 

482 

823 ,-

108 

563 

424 

732 

1~592 

515 

955 

107 

560 
~8 

1~080 

1.419 

902 

2,386 

477 

786 

. 122 

896. 
8,068 

704 

555 

853 

1.669 

477 

786 

121 

723 
5,888 

1.080 

902 

1,707 

477 

786 

122 

593 
7,001 

704 

555 

853 

1, 590 

477 

786 

121 

515 
5,601 

Potentia 1-·· 
Changes 

540 

604 

700 

1, 700 . 

250 

786 

95 

796 
5.471 

642 

465 

719•. 

1, 569 

250 

786 

95 

688 
~214 
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: FOREIGN AID RETRENCHMENT 

1983 1984 1985 
Carter Potential · Carter Potential Carter Pot ential 

Ma jor Programs Budget Changes Budget Changes Budget Changes ___ 

Budget Authoritl ($ in millions) -.... 
1. International Development 

.., ·Association 1,080 540 1,600 540 1,600 540 

2. Multi ateral Development 
B~0ks (except IDA) . 520 338 542 542 

3. International Organizations 
(assessed and voluntary) 886 700 957 700 1.027 700 

4. AID 2,678 1. 751 3,010 1.804 3,343 1.858 

5. P.l. 480 - Title I & Ill 448 563 612 

6. P.L. 480 - Title II 825 825 866 866 909 909 

7. Peace Corps 130 95 142 95 . 155 95 

fL Economic Support Fund 

( {except Egypt and Israel) "861 820 826 845 826 870 
- Totals 7.428 5.069 8.506 4,850 9,014 ~,972 

. 
Out rays 

1. Internat ion a 1 Deve 1 opment 
Association 798 663 884 652 925 586 

2. Multilateral Development 
Banks 576 . 440 602 428 606 349 

3. International Organizations 
(assessed and voluntary} 870 679 936 704 1.005 703 

4. AID 2.021 1,734 2.370 . 1.832 2,703 1,869 

5. P.l. 480 - Title I & III 448 . -113 563 -535 612 -555 

6. P.L. 480 - Title II 825 825 866 866 909 909 

7. Peace Corps 128 95 139 95 152 95 

B. Economic Support Fund 
{except Egypt and Israel) 785 706 840 820 850 877 

( _; Totals 6. 451 5,029 7,200 4--;-862 T;762 4,833 

I 

January 27, 1981 .·I 
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The International Developoent Association (IDA) is a fund managed by the World 
Bank which makes concessional (very low interest) loans to the world's poorest 

· countries. By the end of February~ 1981, IDA will have committed all funds 
available to it for loans. The Carter Administration has negotiated a 
three-year "sixth replenishment .. of IDA starting in 1981, with the United States 
share.equal to $3.24 billion, or 27 percent of the total $12 billion in new IDA 
funds. The 1981 U.S. contribution h~s not been authorized or appropriated. 

POTENTIAL CHANGE: 

The savings above contemplate renegotiating the U.S. commitment to the sixth 
replenishment with the goal of achieving a halving of the U.S. contribution. 
Because the U.S. ·share of this replenishment is already below the last one,· 
6ther donors would probably be more willing to reduce the replenishment than see 
the U.S. share cut further. This reduction implies a $6 billion replenishment, 
below the $7.6 billion of the fifth replenishment. Outlay savings are small 
initially because of the slow spendout of IDA projects, but they become 
significant in the medium term. 

PROBABLE IMPACT: 

Because of the large number of subscribers and the need to achieve many 
objectives, aid provided through IDA is less easily targeted to achieve maximum 
political and security benefits for the United States. Reducing IDA's share of 
total U.S. assistance would enable the United States to focus assistance to 
enco~rage ~elected countries to develop economic and political systems 
compatible with U.S • . interests. 

It is widely accepted that economic policies of the developing countries 
themselves rather than develo~~ent assistance influence country economic growth 
rates. IDA has supported state planning efforts in some countries and in recent 
years has placed a major emphasis on programs fostering income redistribution. 
lOA has not been vigorous in using the leverage inherent in its large lending 
program to press recipients to redirect their economies toward a 
market-orientation. 

January 27. 1981 
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Multilateral Development Banks ("Except IDA) 

POTENTlAL . REDUCTIONS FROM: 
($ in millions)_ 

1981 1982 1983 1984 1985 
- --
Current Services 

Budget Authority -18 -730 N/A N/A N/A 
Outlays -18 .. -90 N/A N/A N/A 

Carter Budqet 
· -sudget Authority . -18 -815 -182 -542 -542 

Outlays -18 -90 -136 -174 -257 

PROGRAM DESCRIPTION: 

The multilateral development banks (MOBs) provide investment capital and _ 
technical assistance to developing nations. The banks• loans are of two types: 
concessional loans to the poorest nations and non-concessional loans to middle 
income countries. The U.S. provides funds to the ~anks through the mechanism of 
multi-year replenishments. Direct contributions frow the Unit~d States and 
other donors finance all concessional lending. Nonconcessional loans are 
financed with small amounts of paid-in capital contributions plus callable 
capital guarantees which back the banks' cor.rnercial borrowings. Paid-in capital 
leads to outlays as the banks' loans are disbursed. Callable capital has never 
led to outlays and does not now require budget authority. 

POTE~~TI AL CHANGE: 

Effective during 1981, the U.S. would revoke its three year pledge of funds to 
the African Develop~ent Bank replenishment. · For 1982, the U.S. would withdraw 
fro~ negotiations for a replenishment of the International Fund for Agricultural 
Develop;:,ent, stop all voluntary payments to the World Bank selective capital 
increcse, and reopen negotiations for the World Bank general capital increase 
{~ffective October 1, 1981) to eliminate all contributions of paid-in capital. 
In all future replenishments, the U.S. would decline to contribute to the 
concessional facilities of the banks and provide only callable capital backing 
for non-concessiorial lending. With the exception of IDA, there would be no new 
budget authority for the banks after 1983. 

PP.O~hBLE IMPACT: 

The potential change would represent a major shift away from multilateral aid 
tonard bilateral aid, the reductions falling on that portion of the current 
progra~ which is less responsive to U.S. political priorities. The soft lending 
prograos have many of the policy drawbacks of lOA, and the overall qu_?lity of 
their lending is generally regarded as poorer than ,IOA's. The elimination of 
paid-in capital, while temporarily disrupting borrowing plans for 
no~-concessional lending, may not materially affect the levels of such lending 
o·, er t ir.~e. 

January 27, 1981 
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International Organizations {Assessed and Voluntary Contributions) 

POTENTIAL REDUCTIONS FROM: 
($in millions) 

1981 1982 1983 1984 1985 

Current Services 

·- Budget Authority ........ -22 -202 N/A N/A N/A 
- Outlays ................ -13 . -134 N/A N/A N/A 

Carter Budget 
Budget Authority ....... -22 -202 -186 -257 -327 
Out 1 ays .•••••••••••••••• -13 -134 -191 -232 -302 

~ROGRAM DESCRIPTION: As a member of 47 international organizations. the 
United States is bound by treaties to pay annual assessments for their 
operating costs. The UN and its 11 specialized agencies account for 75% of 
the estimated $655 million of U.S. assessments in 1982. Regional 
organizations (NATO. Organization of American States (OAS), etc.) and many 
small organizations comprise the balance. Voluntary contributions of $248 

·million, largely for technical assistance activities, are proposed for the 
.UN Development Pr~ogram (UNDP), UNICEF, the OAS, the International Atomic 
Energy Agency (IAEA), and ten other smaller programs. · 

POTENTIAL CHANGE: - (1) Rescind $22 million of 1981 ap~rcipriation of $262 
million for voluntary contributions and reduce 1982 to $73 million or 70% 
below current services/Carter budget. Contributions would be limited to 
UNDP, UNICEF~ OAS and IAEA; none would be made to the other ten voluntary 
programs. (2) Because assessed budgets have been generally incr~ased 
contrary to U.S. advice, announce that the United States will contribute 
.no more than amounts consistent with tight {no real growth over 1981) 
organization budgets. 

Alternativelx, the impact on voluntary contributions could be lessened by 
announcing withdrawal from UNESCO at once because of UNESCO's pro-PLO 
policies and its support for measures limiting the free flow of 
information. Withdrawal could reduce 1981 and 1982 by $25 and $62 million 
respectfully if the United States refused to pay its legally-binding. 
assessments for those years. Savings would not occur until 1983 if legal 

··-----

withdrawal procedures were followed. ~ 

PROBABLE IMPACT: All voluntary programs would face financial crises a·nd . 
several, especially UNDP, could collapse if other donors also reduce their 
contributions. The amount of technical assistance available to developing 
countries would sharply contract and pressures would increase to provide 
such aid through assessed budgets. Nevertheless, the developmental 
effectiveness of many of these programs is open to question. Arrearages 
would result from unpa)d assessments, but the United States would not lose 
its vote until arrearages totalled the equivalent of two years• . 
()SSeSSiilents, several years in the future. If concerted with other major 
donors, this effort might reduce increases in organization budgets. 
Withdr.c:wal from UHESCO and not paying 1981 and 1982 assessments might . 
r~sult in legal action in the World Court. 
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Agency for International Development 

POTENTIAL REDUCTIONS FROM: 

Current Services 
, Budget Authority 

: .... ·~ Outlays 

'"'tarter Budqet 
Budget A~th6rity 
Outlays 

PROGRAM DESCRIPTION: 

: 

1981 

-197 
-3 

-211 
-16 

($in millions) 
1982 1983 . 1984 

. -7 
-21 

-686 
-100 

NA 
NA 

-927 
-287 

NA 
NA 

-1,206 
-538 

1985 

NA 
NA 

-1 .. 485 
-834 

I . 

AID provides grants and concessional loans primarily to the poorest 
developing countries in Africa, Asia:. and latin America, assists . U.S. 
organizations that carry out development programs· abroad, and finances 
development-related research activities of U.S. universities • . Since 1973, 
bilateral activities have followed a strategy of meeting basic human needs 
concentrating on food production, rural development, primary health car~, 
family planning, and, more recently, energy. AID has been concentrating · 
activities geographically by phasing out programs in some more economically 
advanced countries (Tunisia, Paraguay) and discontinuing several small 

- . -
by 

.country programs. 

The program has been held near 1979 funding levels under continuing 
resolutions in 1980 and 1981. For 1982) the Carter Budget proposed a 40% 
nominal increase in bilateral aid over the current services level. This , 
program growth was intended to be a "leadership Package" that would elicit · 
similar increases from other Western donors and therefore accelerate economic 
growth in the third world. 

POTENTIAL CHANGE: · 

The .reductions indicated above would provide a 1981 program 9% below the 
actual 1980 level. The 1982 program would be at the current services level, 
with a 3% growth rate in later years. 

PRORABLE IMPACT: 

The proposed change could be accornp 1 i shed by rapid phase-out of programs in 
oil-exporting countries, substantial sectoral and geographic concentration ~f 
remaining country programs and curtailment of some central resear~ch · 
activities. The reductions would force choices of geographic emphasis 
between the Asian subcontinent, Central America and the Caribbean, and 
sub-Scharan Africa. 

Jc nua ry 27 ~ 1981 
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Food Aid: P.l. 480 Title 1/III 

POTENTIAL REDUCTIONS FROM: 

Current Services 
Budget Authority 
Outlays 

. - . -t 

~-tarter Budget 
Budget. Authority 
Outlays 

.P?.OGRAM DESCRIPTION: 

1981 
($ millions) 

1982 1983 1984 

-227 
-227 

-227 
-227 

NA 
NA 

-448 
-561 

NA 
NA 

-563 
:...},098 

1985 

-612 
-1,167 

Under Title I of P.L. 480, long-term loans are made to developing countries 
at concessional rates to finance commercial purchases of U.S. agricultural 
co~odities. Recipient governments either sell the co~odities immediately 
to. generate revenue, or far 1 ess frequently_, put ·them into buffer stocks. · 
Title III is a modification of Title I allowing multi-year supply assurances · 
and forgiveness of loan repayments in exchange for a recipient government 
COQmitment to spend the proceeds from commodity sales on approved self-help 
projects. Because much of Title !/III substitutes for corrmercial purchases, 
its principal economic impact is to provide balance-of-payments and budget 
support. 

PROP OS ED CHANGE: 

New program activity would be phased out by 1984. In 1982 and beyond, 
excl uded countries will need to find other sources of balance-of-payments 
support. Egypt, a major recipient, will need to institute rigorous policies 
on foreign exchange use and food subsidies if other forms of U.S. aid are 
not substituted for its current $313 million of Title I aid. 

P?.ORhBLE If1PACT: 

This program has been regarded by many as a relatively ineffective form of 
foreign aid, which has been continued because of its popularity with 
co:n~stic farm interests. ~lith forecasts of lower U.S. stock levels and 
continued record increases in U.S. cor.r.1ercial ·grain exports, the need for 
Title I as a surplus disposal and market development device is marginal. 
Foreccsts for 1981 net farm income are $5 billion above the 1980 level of 
S27 billion. To the extent that future U.S. interests require help to 
relieve balance-of-payments pressures in selected countries, this should be 
done explicitly through the Economic Support Fund or fast-disbursing 
cevelopr.1ent aid. 

January 27 ~ 1981 
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PL 480 Title Il Food Aid -. 

POTENTIAL REDUCTIONS FROM:· 

1981 1982 1983 1984 1985 

Current Services/Carter Budoet 
· .. Bddget Authority "' 

Ol:Jt 1 ays 

PROGRAM DESCRIPTION: 

The PL 480 Title II food aid program provides humanitarian and disaster relief 
assistance directly to recipients through a number of non-profit voluntary 
agencies (mainly CARE and Catholic Relief Services), the UN World Food Program·, 
and government-to-government arrangements. The Title II authorizing legislation 
specifies a miniQum quantity of agricultural commodities to be distributed 
annually (1.7 million tons in 1982 and beyond) and earmarks a portion of that 

. total for voluntary agencies and the World Food Program. The current services 
level for 1982 provides for the distribution of 1.718 million· tons of 
commodities at a cost of $786 million, including ocean transportation. Outyear 
estimates_ have been straightlined at the 1.7 million ton statutory minimum. 

POTENTIAL CHANGE: 

The:program would be held at the current services level, which is above the 
statutory minimum. The Title II program, in addition to its popularity in the 
Agriculture Committees and the Congress in general, is a high-visibility foreign 
assistance program which has significant international and domestic 
constituencies due to its humanitarian objectives. 

January 27. 1981 
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POTENTIAL REDUCTlONS FROM: 

Current Services 
Budget Authority 
Outlays 

tarter Budqet 
Budget Authority 
Outlays 

PROGRAM DESCRIPTION: 

Peace 

1981 

Corps 

($ 
. 1982" 

-27 
-26 

-27 
-26 

in milli·ons) 
1983 --

N/A 
N/A 

-35 
-33 

-
-
-

1984 1985 

N/A N/A 
N/A N/A 

-47 -60 
. -44 -57 

The Peace Corps recruits and sends U.S. volunteers overseas to fill the trained 
manpow?r needs of developing nations and promote mutual understanding. 

__ -4 _ ...... -

Volunteers are currently in 63 developing countries working in energy, hearth, 
education, agriculture and a range of other fields . in personal contact with the 
people of the developing ~orld. The volunteers are given language and skills 
training, are maintained at_a subsistence level during their two-year"tour, and .-·-. - -
are provided with readjustment allowances at the end of their tours. Under 

-current plans, the agency would fund 5,000-5,200 "volunteer-years" of service 
overseas each year in 1981 and 1982. Over the years there has been substantial 
debate hnether volunteers have a significant impact on development or whether 
~he main result of the Peace Corps is improved mutual understanding. 

POTENTIAL CHANGE: 

' This cutback would reduce trainee levels by more than 25% in 1982 and lead to an · 
eventual reduction of the same magnitude in the overseas program. This would be 
the lowest level of volunteers since the early years of the a_gency. The Peace 
Corps would have to eliminate peripheral activities and program improvements of 
recent years~ si~plify programming, and consolidate its overseas progra~ by 
eliminating some country programs and making others . smaller throug·h attrition as 
volunteers complete service. 

PR03ABLE IMPACT: 

Friends of the Peace Corps on the Hill might accept this reduction as equal 
sharing of the pain of budget reductions. but there would be · pressure, 
reinforced by complaints from returned.:..volunteer organizations, to restore. the 
cuts and prevent a steady erosion of the overseas program. 

Countries losing programs or high levels of volunteers will be upset but 
probably will not register major objections. The State Department and other 
U.S. overseas agencies would object to the loss of this positive overseas U.S. 
presence, especially in small countries where it may be an important ele~ent of 
U.S. rel~tions with the country. · 

January 27, 1981 
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Economic Support Fund (except Egypt and Israel} 

($ in millions) - ---POTENTIAL REDUCTIONS FROM: 

Current Services 

l· Budget Authority 
·y ~ Outlays 

Carter Budoet 

Budget Authority 
Outlays 

PROGRAtl. DESCRIPTION: 

. ~981 1982 . 1983 

+203 
+173 

-100 
- 35 

N/A 
N/A 

-41 
-79 

1984 

- N/A 
N/A 

+19 
-20 

1985 

N/A 
N/A 

+44 
+27 

ESF was established to promote economic and political stability in areas where the 
U.S. has special security interests. ESF is provided. to ·governments and organiza
tions in the form of grants and loans for balance-of-payments (BOP) support, capital 
project financing and technical assistance. In the Carter Budget, 63% of the 1982 
ESF program goes to Israel and Egypt. Turkey, a NATO member with a strategic loca
tion in the Middle East and with serious economic problems, is · the next largest 
recipient, scheduled for $300 million, or 33% of the remainder. Assistance connected 

-with base rights arrangements comprises another 14% of the residual. The Carter 
Budget assigns $135 million to the Southern African Regional Program (four countries 
and several regional projects)> $120 million to the Caribbean/Central American area. 
and $90 million to other countries in the Middle East/Indian Ocean region. In ad
dit'i6n there is proposed a $100 million contingency fund and a . few small country 
programs. 

POTENTIAL CHANGE: 

This reduction eliminates the $100 ·million Special Requirements Fund (for contingencies) · 
proposed by Carter for 1982, ~hich would probably face stron~ Congressional opposition 
1n any case. Beginning in 1983, ~% has been added per year to meet· expected ~rowth of 
country p~ograms. 

PROBABLE REACTION: 

There will be no serious opposition but the State Department may argue that the 
President's flexibility to respond to unforeseen situations would be seriously · 
1 imited. 

January 27, 1981 
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IDA-6 COUNTRY ALLOCATIONS 

($ million) 

Negotiated Planned US "Proposal" 
"Replenishment" Level for 3/31/81 Re1uction 

($12 billion Committed 3/31/81 to 6/30/83 n 
plus Income by to (50% of Nego. Planned 
Transfers) 3/31/81 8J 6/30/83 "Replenishment'') Level 

South Asia 7300 1162 6138 2568 3570 

Bangladesh 950 260 690 240 450 
Pakistan 600 105 495 195 300 
India 4800 672 4128 1758 2370 

" Other 950 125 825 375 450 !• 

" 
Sub~ s a. h a ra Africa 3570 525 3045 1680 1365 

Ea9 t Africa 2400 332 2068 1123 945 

Burundi 120 120 80 40 
Eth i opia 300 40 260 120 140 
Kenya 300 300 125 175 
Hadagascar 170 14 156 86 70 
Mal awi 140 73 67 27 40 
So malia 100 10 90 65 25 
Sudan 320 320 200 120 1' 
Tanzania 360 122 238 93 145 
Uganda 240 17 223 133 90 
Zai re 100 26 74 24 50 
Ot her 250 30 220 170 50 

He ster n Afr ica 1170 193 977 557 420 

Ghana 200 200 90 110 
Hali 120 13 107 57 50 
Nige r 110 110 70 40 
Senegal 110 l•5 65 25 40 
Uppe r Volta 150 16 134 84 50 
Other l• 80 119 361 231 130 

East Asia 200 15 185 55 130 

China 400 400 400 

Midclle Eas t 400 163 237 187 50 

Egyp t 200 134 66 66 
Othe r 200 29 171 121 50 

Latin Ameri ca 175 26 149 44 105 

Hai ti 75 13 62 37 25 
Othe r 100 13 87 7 80 

Unallotat~d 355 355 355 

TOTAL 12400 1891 10509 l• 53l· 59 75 

a/ Commitment authority under IDA-6 amounts to an estimated SDRs 14R7 million ( $1897 mi llion) 
as of January 26 , 1981. \Hll be fully committed by approximateli 3/ 31 / 81. 
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TABLE 3. U.S. MULTILATI!RAL ANU lill.ATERAL ASSISTANCE, SELECTED FISCAL YL::ARS 1970-1979 (!'Ullions of conatant 
1972 dollars) 

1970 1972 1974 1976 197ti 11) 7 9 

Bilateral Assistance (Budget Authority) 
Development assistance 1,026 1,036 752 765 858 94 7 
Economic Support Fund~/ 437 559 559 1,332 1,48~ 1, 433 
Other )l_/ 165 107 190 131 14 2 2)l 
Receipts 

Principal -54 -45 -23 -153 -203 -194 
Interest -21 -16 -29 -116 -146 -167 

Net Total 1,553 1,641 1,449 1,959 2,139 2,250 

Multilateral Assistance (Budget Authority) 
Multilateral development banks 769 1,422 £_/ 2,028 ~/ 533 1, 292 1,552 

Callable capital (231) (9 54) (1,072) (7 4) (55 t) (545) 
Puid-in capital (53!:i) ( 4 68) (9 56) ( 4 59) ( 7 40) (1,007) 

International organizations E._/ 147 152 132 155 lbl 1o0 

Total Multilateral Aid 916 1,574 2, 160 688 1,453 1, 712 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
P.L. 480 Food Aid (Outlays) 

Program coHtu 1,397 1,320 873 744 799 ti48 
Receipts -437 -307 -294 -215 -258 -246 

Total P.L. 480 Outlays 960 1,013 579 529 541 602 

NOTE: A U.S. GNP deflator was used throughout this paper to convert current dollars to constant dollars, wh~ru 

~I 

2_/ 

E./ 

£/ 

1972 - 1. 

Includes Mideast Special Requirements Fund, Indochina Postwar Reconstruction Fund, and peacekeepin~ operations. 

Includes International Narcotics Control, Inter-American Foundation, refugee assistance, and the P~ace Corps. 

In 1972, includes $1.0~ billion to maintain gold value of U.S. dollar contributions; in 1974, includes $1.)1 
billion to maintain U.S. dollar value of contributions. 

Voluntary contributions to the international organizations. 
function 153. 
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Assessed contributions are part oi budget aub-
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Moeen A. Qureshi, Senior Vice President, Finance DATE: January 27, 1981 

FROM : ~ugh cott, Associate General Counsel 

SUBJECT: _ID_A_-__ _;;,..;;,_R...;;.e._p=le.;;..;n=i=s;..;;h_m_;;e...;;.n~t 

" 

.. ~ .. . ~, 

The Sixth Replenishment Resolution provides that the replenish
ment will become effective when members, including at least 12 Part I 
members, whose subscriptions total not less than $9.6 billion shall 
have given IDA formal notification that they will make the total sub
scription authorized for each such member in accordance with the terms 
of the Resolution. The United States would have to give such a 
notification to make the Replenishment effective. ·The Resolution 
provides that the formal notifications may be given by a Qualified 
Instrument of Commitment. This is defined as· "a formal notification 
to IDA that the donor country will pay a part of its contribution in 
accordance with the terms of the Sixth Replenishment Resolution and 
without qualification .but the payment of the remainder of the contribu
tion is subject to obtainf:ng the necessary appropriations." This 
definition has been interpreted by the United States as requiring an 
authorization for the full United States share of the replenishment 
(U.S. $3.24 billion) and Congress has been so informed in testimony 
by Secretary Miller and Mr.· Bergs ton (see also attached excerpt from 
National Advisory Council Report). The definition also requires that 
the country .agree to pay part of the contribution without qualification. 
This would mean that some U.S. appropriation would be necessary, but 
not necessarily the full amount of the first tranche of 29%. 

Both Hans Rothenbuhler and I have discussed with Eva M~igher, the 
Treasury lawyer working on IDA matters, the possibility that the defini
tion of Qualified Instrument of Commitment is broad enough to permit a 
qualification in terms not only of appropriation but also of authoriza
tion. This would mean that the United States could give formal 
notification before obtainf:ng a full authorization. Mrs. Meigher points 
to the drafting history of this provision at Dubrovnik. Under the 
Fifth Replenishment the .qualification was phrased in terms of "subject 
to appropriate legislative action" rather than "subject to obtaining 
the necessary appropriations." The change in language was made in the 
Sixth Replenishment so that the United States would be required t~ get 
a full authorization of the contribution before it could deposit a 
formal notification. As a political matter, she thinks that such a 
requirement is very important to put pressure on the Congress to authorize 
the full amount of the Replenishment in a timely fashion. She also points 
out that depositing a formal notification to make the Replenishment 
effective would constitute an undertakf:ng by the United States Administra
tion that they would want t~ go ahead with the Sixth Replenishment as 
negotiated. Her view is that a renegotiation of the effectiveness 
requirements for the Replenishment would be a relatively minor one. 

/2 
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Mr. Moeen A. Qureshi, SVPFI January 27, 1981 

The Sixth Replenishment Resolution also provides separately for 
limitations on the ability of IDA to enter into credit commitments 
until the full amount of each of the three tranches is covered by 
unqualified commitments of "any member whose subscription to the replen
ishment represents more than 20% of the total amount thereof." The 
United States is the only such member. To the extent that the United 
States does not provide the full amount of each tranche IDA would be 
unable to use other members' contributions to make credit commitments. 
For example, if the United States only puts up 20% of its contribution 
as the first tranche, IDA could only make credit commitments for 20% 
of other members' contributions even though these members may have 
paid in 29%. As you remember, this raised some problems with the 
advance contributions and the resolution for the advance contributions 
specifically excepted them from such limitations. 

HNScott :.dg 

cc: Mr. H. Gols~ng, VPG 
Mrs. J. De Santis, PAB 
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E. Effectivene s s of the Re ol ~ ni shmen~ 

The fir s t four renlenis~me nt s of IDA became effective when 
donor countri ~ s who se ~ontri bu t io n ~ a~g r c~a~~1 about 80 n~ r~e nt ' 
of the total Reolent s hme nt dc oo~ 1t ed fo r mal no t1ficat1 ons th a t th e ~ 
WOUld make the COntrlbUtlOnS aut hor1z ed fo r t hem 1n the resnectiVC 
reoleni s~mc nt Reso lution s . T~0se n o tt f1c~t 1 0ns c onst it utc1 un,ua l i 
fi~d underta~ings to ~ake pa y~e nt (or the fu ll contrtbuttons 1n 
accordance with the rel evant Resolution. Un de r the first four 
re~lenishments, th e United States deoos ited 1ts notification a f ter 
it - had obt3ined authorizing leg islation for the full amount of lt 3 
contribution and i n sone cases after it , ad, in add1t1on, obtai ,ed 
an a9pro~riation for the first install~ent. 

With resoect to the ~ifth Reolenishrnent, the United State s 
took the posit1on that because of - its internal legi5lati•Je !Jro
cedures it found it 1nanorooriate to m3 k~ an unoualified commitment 
to contribute funds before such funds had peen appro~riated. 
Because of the United States position, changes were made in t he 

: procedures relat1ng to effectiveness of the Fifth Replenishment. 

The Fifth Replenishment arrangements provided that the 
_Replenishment would become effective when qualified and unquali
fied commitments have been made by twelve Part I countries 

·whose contributions aggregated no less than S6 billion. ~ 
~qualified comm1tment was defined as inclcding an unqualified 
commitment to contribute the first installment. It allowed, 
however, for a commitment to contribute the second and third 

. installments, contingent on obtaining the necessary appropria
~ tions for such installments. 

In order to assure other donors, that eauitable burden 
sharing would be observed, the Resolution also ~rovided that 
unless unqualified commitments covering in the agge5~ate at 

"least 80 percent of the second installment were made, IDA 
would not enter into new credits, disbursements for which 
would be drawn from the second installment of donors' contribu
tions. The same triggering formula for commitments against 

:IDA funds applied to the third installment. 

During the Sixth Replenishment negotiations, the Admini
~tration, in resoonse to Congressional concerns, proposed 
:that changes be made in the effectiveness arrangements as 
~ompared with the Fifth Replenishment. 

! 
The Sixth Replenishment arrangements provide that the 

~eplenishment will become effective when qualified and unquali
fied commitm~nts have been made by at -least 12 Part I members 
whose contributions aggregate not less than $9.6 billion that 
~they will make the. total contribution allocated to_ .the.'!'·. A 
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Qualified Co~~ ttment with respect to IOA VI tncludes an unauali
fied commit m~ nt th a t th~ donor country will pa y a part of tt s 
contribution to the S1 xt ~ R e~ l~nishment and a qualified commit
ment, subject to obtalntng the ncce:::sa ry a~oroprtations, that 
the donor co~ntry will oay the r emainder of its contribution • 
Thus, the Uni t ed S t ates wtll be ~hle t0 aqree to oarticipate 
tn the Re olC:1lS:1~ent af~~r o~t ~ i:1in1 authoriz1n1 le~1sla tt o n 
for its $3. 24 blllion c0ntobution Jn r! an a:Jo r o:nlatl0n for 
its first pa'Jment._ B ecause of the united States' sha re in the 
Peolenish rn~nt , t he Reol~ni s h~~nt cannot b~=o~~ effective until 
the United States a9rees to make the abo ve com~ 1t rnents. 

For pur?oses of credit commitments by IDA, contributions are 
divided into three successive tranches of at least 29 percent, at 
least 33 percent and 38 pe rcent (or the remaining balance) of t he 
total contribution. Me ~oe rs depositing qualified instruments of 
commitment are ex?ected to ~a~e unqualifted comm itments for at 
least such amounts at the appro9riate time. 

I 
I 

~ 

With reg~-rd to each installment, if a member ·whose total" con- .. 
tribution amounts to more than 20 percent does not make an unquali
fied commitment for the minimum amounts soecified ab.ove (at least 
29 percent, 33 9ercent, and 38 percent respectively), the Resolutibn 
provides that, IDA can make cornmi tments up to the aggregate of " ( i) 
the a~ount of - unqualified commitments in respect of the member 

:~: responsible for such shortfall, and (ii) a proportion of the ~nquali
fied commitments in respect of such tranche by all other members 
which is · equal to the ratio of the unqualified commitments in respect 
of that tranche . of the member resoonsible for the shortfall to the 
total . mfni~um amount of such tranche of the subscription and con
tribution of that member." Thus, if the United States, which will 

·deposit a ·oualified ~nstrunent of Commitment is una~le to obtain 
- appropriations for at least 29 percent and at least 33 percent 

respectively for the first two installments. and the remaining amount 
. of· its contribution for the third installment, orooortionate 

' reductions will automatically result in the amounts available for 
commit~ent from the contributions of other memoers. 

The Resolution also orovides that should the shortfall of 
the member triggering the - proportionate reduction not be made 
up by December 31, of the particular year IDA would request the 
IDA Deoaties to meet as soon as oracticable thereafter to review 

. the si-tuation_ an.d., .in particular · consider. what steps might be taken 
· to·. obtain·- the necessary unquali.fied commitments. 

: F • 
~ --- .:...:..-:= -~ 

•··Wflen -: the : -'~ticl~s - ~f Agreement of IDA were drafted, it was 
:d~~ided " to follow . the · ~ank's voting -system according to which 
-.voUng : rfCJtits ~ are :n!la-t_ed - to sucscii;itions,· ex.cept that· all · 
=c:o\intries ~are ·given a mini.mum nu~~er of votes regardless of 
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January 27; 1981 

TO: Mr. Robert S. McNamara 

FROM: Joe Woo 

Status of IDB and ADB Programs 

The attached note responds to your request for a status report on 
the replenishments of the IDB and ADB. The basic position is that the or
dinary capital operations of these two banks could proceed more or less as 
planned during calendar 1981 even if the United States made no further ap
propriations. There would, however, be serious cutbacks in 1982, the last 
year of the current replenishments. The soft loan operations would encounter 
difficulties sooner; that is, before the end of calendar 1981. The FSO would 
have to cut its program this year from $513 million to about $475 million, 
while the Asian Development Fund would have to cut its program from $575 
million to something under $500 million. The cutbacks next year (1982) would 
be much more severe and, depending on the reactions of other donors, could 
result in the Asian Development Fund running out of commitment authority al
together. 

cc: Mr. Qureshi 
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TO : Mr. Wood, Director,FPA/'t,A 
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FROM: I. G. Thoumi,FAJJ/FPA f~: 

SUBJECT: Effect Of Delayed U.S. Subscriptions 
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1. In response to your request, this note addresses the issue 
of the effect of delayed u.s. subscriptions on the lending operations 
of the Asian Development Bank (AsDB) and the Inter-American 
Development Bank (IDB) . 

2. The AsDB's authorized capital stock as of December 31, 1979 
amounted to $9512 million. Of this amount $8861 million (93 percent 
of total) has been subscribed, while $619 million represents the share 
entitlement under the second general capital increase (1978-1981) of 
four member countries which have not yet subscribed. Out of a total 
capital increase of approximately $5 billion ($3 billion representing 
convertible currency subscriptions of which the u.s. share was 16.3% -
$814 million), the United States is about $50 million short of full 
subscription. On the current capital base, AsDB would be able to 
continue its presently planned operations through 1983. 

3. On the other hand, the course of the second replenishment of 
the Asian Development Fund (AsDF) in the amount of $2150 million, 
covering the Bank's concessional lending requirements over the four
year period from 1979 to 1982, would be affected by U.S. Congressional 
legislative action. The replenishment came into effect on March 29, 
1979. The "trigger" condition was fulfilled after unqualified 
contributions from 11 countries surpassed the target figure of $1000 
million. Since then the first three tranches of these contributions 
and, by previous arrangement, two tranches from the U.S., have become 
available to the Bank for commitment under its concessional lending 
program. These amounts will suffice to carry the AsDF through 1981. 
The u.s. had agreed to contribute $445 million in the period 1979-82. 
However, last year, Congressional authorization reduced the U.S. 
contribution by 15%, (from $445 million to $378 million). A donors' 
meeting was called to discuss the shortfall. The previous 
administration expressed its intention to seek authorization 
legislation for the shortfall. However, the present Administration 
has not voiced its intentions regarding upcoming authorization 
requests (Spring 1981). If the u.s. does not make further 
contributions, it is unclear at the moment how the shortfall will 
affect the willingness of the other donors to provide their last 
tranche. If it is assumed that other donors would not come forward, 
as a result of the shortfall, the AsDF would have to cease operations 
at the end of 1981. 
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MULTILATERAL AND BILATERAL ASSISTANCE, SELECTED FISCAL YEARS 197Q-1982 

i q ~ r ---Jt:.__ J 
(Millions of constant 1972 dollars) 

7-/ 

1970 1972 1974 1976 1978 1979 1980 1981 e7 1982 

Bilateral Assistance (Budget Authority) 
Development assistance 1,026 1,036 752 765 858 947 896 873 1 '121 
Economic Support Fund ~/ 437 559 559 1,332 1,488 1,433 1,110 1 ,098 1,148 
Other b/ 165 107 190 131 142 231 357 339 371 
Receipts 

Principal -54 -45 -23 -153 -203 -194 
Interest -21 -16 -29 -116 -146 -167 

Net Total 1,553 1,641 1,449 1,959 2 J 139 2,250 

Multilateral Assistance (Budget Authority) 
Multilateral development banks 769 1,422c/ 2,028c/ 533 1,292 1 J 552 1,299 808 1,131 

Callable capital (231) (954) (1,072) (74) (551) (545) 
Paid-in capital (538) (468) (956) (459) (740) (1,007) 
International organizations d/ 147 152 132 155 161 160 146 134 116 

Total Multilateral Aid 916 1,574 2,160 688 1,453 1,712 1,445 94 2 1 , 2L+ 7 
------------------------------------------------------------------------------------------------------------------
P.L. 480 Food Aid (Outlays) 

Program costs 1,397 1,320 873 744 799 848 
Receipts -437 -307 -294 -215 -258 -246 

Total P.L. 480 Outlays 960 1.013 579 529 51+1 602 604 750 

NOTE: A U.S. GNP deflator was used throughout this paper , t? convert current dollars to constant dollars, where 
1972 = 1. 

592 

a/ Includes Mideast Special Requirements Fund, Indochina Postwar Reconstruction Fund, and ~acekeeping operations. 
b/ Includes International Narcotics Control, Inter-American Foundation, refugee assistance, and the Peace Corps. 
c/ In 1972, includes $1.08 billion to maintain gold value of U.S. dollar contributions; in 1974, includes 

$1.31 billion to maintain U.S. dollar value of contributions. 
d/ Voluntary contributions to the international organizations. Assessed contributions are part of budget 

sub-function 153. 
e/ Estimate. 
f/ Budget request. 

f/ 
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4. Last year, Congressional action also reduced the amount 
authorized for payment by the u.s. to the combined !DB ordinary and 
inter-regional capital by 10%. The !DB Charter provides for 
maintaining U.S. voting power at 34.5 percent. To the extent the U.S. 
does not make full payment, other countries subscriptions are 
prevented from becoming effective in any amount which would decrease 
U.S. voting power below 34.5 percent. The possible reduction of the 
!DB's capital base, by $ 522 million, i.e. the total amount of 
contributions from other donors which could not be accepted, would 
prevent the Bank from achieving more than 85% of the program planned 
for the OC/IC in 1982 • 

82 

Commitments 
Currently Planned 

$ 1973 m. 

Possible Reduction 
in Currently Planned Commitments 

$ 1698 m. 

5. In the case of the soft loan window of the !DB -- the Fund 
for Special Operations -- Congressional action last year reduced the 
amount authorized for payment by the U.S. ($700 million) to the Fifth 
Replenishment (covering the period 1979-82) by 10%. In addition, the 
u.s. has outstanding arrears in payment of the final installment to 
the Fourth Replenishment (in the amount of $125 million), this final 
installment is assumed to be paid in 1981. If this is not the case, 
the currently planned level of commitments will be affected as 
follows: 

81 

82 

Commitments 
Currently Planned 

$ 513 m. 

$ 521 m. 

Possible Reduction 
in Currently Planned Commitments 

$ 473 m. 

$ 366 m. 

The reduction in the lending program would be compounded in 1982 due 
to the 10% shortfall. The $521 million would then be reduced further 
to $366 million. 
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