
  THE WORLD BANK GROUP ARCHIVES  

 PUBLIC DISCLOSURE AUTHORIZED 

 

Folder Title: Chronological files (incoming) - Chrons 27 

Folder ID: 1771816 

ISAD(G) Reference Code: WB IBRD/IDA 03 EXC-10-4542S 

Series: General correspondence 

Sub-Fonds: Records of President Robert S. McNamara 

Fonds: Records of the Office of the President 

 

Digitized: November 12, 2012 

To cite materials from this archival folder, please follow the following format: 
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level 
Label as applicable], World Bank Group Archives, Washington, D.C., United States. 
 
The records in this folder were created or received by The World Bank in the course of its business.   

The records that were created by the staff of The World Bank are subject to the Bank’s copyright.   

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers. 

 

 

 

 

 

 

 

 
THE WORLD BANK 
Washington, D.C. 
 
© 2012 International Bank for Reconstruction and Development / International Development Association or  
The World Bank 
1818 H Street NW 
Washington DC 20433 
Telephone: 202-473-1000 
Internet: www.worldbank.org 
  

PUBLIC DISCLOSURE AUTHORIZED 



I ! ill/ I IIIII iii IIIII I !1111 11 11 1111 IIIII !Ill I i /IIi 
1771816 

A 1995-258 Other#: 3 3096788 
CFlronological files (incom1ng) - Chrons 27 

DECLASSIFIED 
WBG Archives 



ASSISTANT SECRETARY OF THE TREASURY 

WASHINGTON. D.C. 20220 

December 18, 1980 

MEMORANDUM FOR THE HONORABLE ROBERT S. Me NAMARA 
PRESIDENT 
THE WORLD BANK 

Per our conversation, attached is 
the latest from Wanniski et ale I would 
be most interested in your reactions to it; 
we are preparing some refutation of the 
errors, both factual and interpre ·'ve. 

Attachment 
... 
j 



WORLD JK I INTERNATIONAL FINANCE CORPORATIOl 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE : 

FROM: Shirley Boskey, Acting VPE ~ 
SUBJECT: Bank and South Africa 

.4, 
1. You pencilled a note to Messrs. Benjenk and on Julian 
Grenfell's report on the decolonization resolution, asking whether you 
should raise with the Board, perhaps at one of your lunches with Directors, 
the matter of the repeated practice of the UN's Decolonization Committee 
and its Fourth Committee of condemning the Bank for assisting South Africa, 
in the face of repeated statements by Julian that no loan has been made 
to that country since 1966. 

2. I think it would not hurt to acquaint Directors representing 
members of the Decolonization Committee (Committee of 24) with the situation, 
although I would not expect any significant change in attitude to result. 
The impetus for persisting in the factual inaccuracy comes from the Soviet 
Union. The delegations which continue to vote for resolutions containing 
the offending language or which do not speak out against it presumably do 
so because they think it in their interest to go along with the Russians, 
or because they do not regard the matter as very important, particularly 
because they know that the condemnation is unjustified. It is really a 
charade and very annoying to be summoned to testify (because the Bank and 
Fund are summoned, they do not volunteer) only to have the testimony ignored. 

3. I attach a list of the Committee's current membership. The Committee 
will meet again in January, with probably pretty much the same composition; 
a different government may sit for the Nordic group. The governments which 
are also Bank members (the Committee actually numbers 25, four of which 
are not Bank members) are represented on the Bank's Board by 12 different 
Directors. I assume you would not want to gather those 12 together 
specially for lunch, and if you did not, you would have to bring the matter 
up several times. As an alternative, and about as low key an approach as 
mentioning it at lunch, would you consider sending the Directors in question 
a copy of Julian's memo _and a list of the Committee's membership, with the 
suggestion that you would be glad to have them do whatever they can to 
prevent a repetition next year? 

4. I am forwarding Julian's memo with your note attached to Mr . Thahane, 
together with a copy of this note so he will know what I have proposed. 
I have not discussed it with him, and he may not agree. 

cc: Mr. Benj enk, VPE 
Mr. Thahane, VP/SEC 
Mr. Grenfell, IRD/UN 

SEBoskey:di 
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Special Cemmittee en the Implementatien ef the Declaractien en 
Decelenisatien (Cemmittee ef Twenty-feur) 

As at 31' January 1980 the 25 members ef the cemmittee were: 

Afghanistan Ethiopia Sierra Leene 

Australia Fiji Syrian Arab Republic 

Bulgaria India Trinidad and Tebage 

Chile Indenesia Tunisia 

China Iran U.S.S.R. 

Conge Iraq United Republic ef Tanzania 

Cuba Ivery Coast · Venezuela 

Czecheslevakia Mali Yugeslavia 

Denmark 



FOR ,/! NO '15 " 

~!r' 
-
I ,.«~ ... / . ... _-i~/' (9-78 ) 

" D A T E: 
/ ~ ROUTING SL IP November 1980 I 13fo 

\ \ 

/ RO OM NO . N AME 

. Copy each : I 
Mr. MCNamara '~ / 
Hr . Stern / I 

d " l~ 
Hr. Benjenk /.y" /j - !---:> / '.':" , 'Co / '.:- '...." 

/ (/ 

APPROPRIATE D ISPOS ITION ~,6TE AND RETURN 

A PPROVAL ifJ O TE AND SEND O N 

C LEARAN C E I PER OlJ.R CONVERSATION 

CO MMENT I PER Y OUR REQUEST 

F OR ACT IO N 
. l 

PREPARE REP L Y 

)(X I NF O RMAT IO N I RECO MMENDATION ~ 

INITI AL /1 SI G NATU RE 

I NOTE A ND F ILE J URGENT 
REMARK S: ~ -:<1. j ,f 'n !\r1.... f';./~_J--Z'-<" 

. 2.,(.// 
~ '\....P-) ... -t·. ~/ v --_. { Z--- "" '" ...:-~.... , .-' -.r1 / . "l~-'\-",./ t.-r'J ;;)to\. " .... ,/ \ 

r';"'" ~~~ !-{/\ -~"'- ~ 

---;t-~ -

1 t ....... ,......:;,. ,,-,. 

/->,-" j d .. </\ / .... -~;( ,. : 1 
' to ~ -...",..~. ,;.' 

0·" 

vi 
i 

.,...;/1>;-L>, · I. / >''--; " ' r---P 
I '--~"" ~' .. ~ /., .. t. ~ ... ,1 A:_-... t .". • 

v '7 '~ ../ 
FROM : :/ I ROOM N O .: I EXTENSION : 

Shirley Boskey E-82 3 72173 



WOHLD BANK / INl EHNATION.t\L FIt~A1'\CE CORPORATION 

OFF-ICE 'MEr'v10RANDlJfvl 
TO:Vrrs. Shirley Boskey O~, TE ' November 7, 1980 

SUB.JECT:UN General Assembly's Fourth Committee vote on agencies' role 
in supporting liberation movements 

r , 

1. The Fourth Committee of the General Assembly voted Monday) No ~nil}¢r 3, 
on a draft resolution on the implementation by the UN's specialized 'agencies 
of the Decolonization Declaration and of General Assembly resolutions relevant 
to that Declaration. The ::resolution was \{ord-for-1vord the same that had 
emerged from the January 1980 session of the Special Committee of 24 on De
colonization. It ,contained the follovting operative paragraph 5: 

"Regrets that the World Bank and the International Monetary FUt.'1d 
have not yet taken the necessary measures tOv7ards the full and 
speedy implementation of the Declaration and the relevant 
resolutions of the General Assembly , deplores in particular the 
fact that those agencies continue to maintain co-operation with 
the colonialist racist minority regime of South Africa and urges 
the executive heads of those agencies to dra'f the particular 
attention of their governing' bodies to the present resolution 
with a view to formw.ating specific programmes beneficial to the 
peoples of the colonial Territories, particularly Namibia. II 

2. The vote on the resolution was: 128 in favor, none against, with 11 
abstentions. The abstainers \·rere ': 'Belgium, Bolivia , Bots1fana, Canada, France, 
Federal Republic of Germany, Israel, Luxembourg, Portugal, United Kingdom and 
the United States. (Portugal subsequently informecl the Committee that its vote 
should have' been recorded as in f.avor.) 

3. There were a number of explanatiorl.s of vote. Trinidad and Tobe.go, ,{hose 
Ambassador (Frank Abdula) is Chairrnan of the Committee of 24, stated that the 
delegation regretted that, in reference to paragraph 5, the statement made in 
the Fourth Committee by the Bank's representative (on Bank-South African r e
lations) had not been taken into account by the sponsors of the resolution. 
The sponsors were a group of 22 African , Arab and Eastern Europe~n states, plus 
Afghanistan, Cuba and Jama ica. Others expressing reservations on paragra}?h 5 
were New Zealand, Portugal, Uruguay, Japan, Sw"eden on behalf of the 5 Nordic 
countries, Luxembourg on behalf of the 9 EEC members, Austria, Australia,. the 
USA and Sudan. The aforementioned all expressed misgivings over the attempt of 
the sponsors to "pOliticize" the Ba.nk and the Fund, and a fel"r expressly regret 
ted the inaccurate reference to the Bank and South Africa. 

4. At 'the previous (31~th) General Assembly, the vote on an equivalent 
resolution provoked fewer (8) abstentions. This year Bolivia and. BotsvTana 
joined the abstainers. The Ivor y Coast Which, last year, spoke up for us i n the 
explanation of votes ,,[as silent this year, but the Trinidad and Tobago state
ment, coming from the Decolonization Conmittee 's chairman , did not pass 

. ..... .... . 



Nr's. Shirley Boskey - 2 - November 7, 1980 

uIlnoticed among the sponsors of the resolution. Nonetheless, it seems that 1-Te 
are fighting a losing battle to get the sponsors to reject the Soviet Union's 
insistence that the Bank be accused of helping South Africa. Our posture ne}~ 
year in the Committee of 24, 1{hen 1{e are called on once more to testify, should 
be reviewed carefully. There is possibly an argument for refusing to testify 
as long as the subcommittee in ~uestion refuses to take into account our 
testimony. 

cc: Nr. Boucher 
l-1r. Burney 
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ENERGY AFFILIATE. AS A FIRST STEP, TO ENABLE THE B NK TO PREPARE 

SPECIFIC PROPOSALS IN THIS REGARD, WE ARE PLANNING :0 'HAVE 

'DISCUSSIONS WITH REPRESENTATIVES OF A SMALL GROUP 0 COUNTRIES AS TO 

OW SUCH AN AFFILIATE MIGHT BEST BE ORGANIZED AND F I WOULD 

E MOST GRATEFUL IF A REPRESENTATIVE OF YOUR GOVERN COULD 

ARTICIPATE IN THE FIRST MEETING OF THIS INFORMAL G AT THE WORLD 

BANK OFFICES IN WASHINGTON ON NOVEMBER 24 AND IF N CESSARY NOVEMBER 

25. A FURTHER MEETING IN DECEMBER WILL PROBABLY NECESSARY TO 

COMPLETE THIS PRELIMINARY AND INFORMAL EXCHANGE OF VIEWS. IN ORDER 

TO PROVIDE A FOCUS FOR THE DISCUSSIONS, WE H~VE PREPARED A 

DISCUSSION PAPER SETTING OUT POSSIBLE APPROACHES TO STRUCTURING AN 

ENERGY AFFILIATE ASSOCIATED WITH THE BANK GROUP. T IS IS BEING 

TELEXED TO YOU. THE BANK WOULD BE GLAD TO REIMBURSE YOUR 

REPRESENTATIVES' TRAVEL TO WASHINGTON, MEET HOTEL E PENSES AND 

ASSIST IN MAKING THESE ARRANGEMENTS IF THIS IS DESI ED. BEST REGARD, 
21 END 
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THF MOST EFFECTIVE APPROACH WOULD BE TO DESICN THE 

AFFILIATE TO CARRY OUT THE ENTIRE FIVE-YEAR PROGRAr OF LENDING 

IN THE ENERGY SECTOR IDENTIFIED BY THE BANK IN ITS STUDY 

EARLIER THIS YEAR (ENERGY IN THE DEVELOPING COUNTR ES, AUGUST 

1980). THIS PROGRAM, UPDATED TO COVER THE FIVE YEJRS FY82-86, 

TOTALS ABOUT USDOLLARS 30 BILLION, AND WOULD MEET JBOUT 

10 PERCENT OF THE DEVELOPING COUNTRIES' IDENTIFIED ENERGY 

INVESTMENT REQUIREMENTS IN THIS PERIOD. THE BALANI E WOULD 

REMAIN TO BE FINANCED BY THE RECIPIENT COUNTRIES TI EMSELVES 

AND BY OTHER EXTERNAL LENDERS. COFINANCING ARRANCEMENTS WOULD 

THEREFORE PLAY AN IMPORTANT ROLE IN MEETING TOTAL E, NERGY 

INVESTMENT NEEDS. 

THE ALTERNATIVE APPROACH OF LIMITING THE AFF LIATE TO A 

SMALLER PROGRAM, UNDERTAKING ONLY HYDRO-CARBON INVESTMENTS, WOULD/G 
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HER E TO PROBABLY BE EASIER TO FINANCE. BUT IT w..o..ULD PROVIO l A LESS ADEQUATE 

'TYlC OUNTRY RESP.Q.NS E TO TIiE-£NE RGY FT ~G NEE os O,F DEVELOP I ~G COUNTR I ES. 
I 

;;:SSAGENO J1.O.RE.O-V~ FOCIISSING A.I.IENTION ON ONLY ONE FACET !OF THE ENERGY 

PROBLEM, A MORE LIMITED EFFORT MIGHT NOT YIELD THE INTEGRATED 

APPROACH TO PLANNING AND BALANCED ANALYSIS WHICH ARE DESIRABLE IN 
I 

THE VIEW OF THE IMPORTANT LINKAGES BETWEEN INVESTMENT DECISIONS IN 

VARIOUS ENERGY SUBSECTORS AS WELL AS BETWEEN THE E ~ERGY SECTOR AND 

OTHER SECTORS OF THE ECONOMY. 

2) MEANS OF FINANCING 

THE MOST PRACTICAL APPROACH TO MOBILIZING ADDITIONAL CAPITAL 

UNDER CURRENT CONDITIONS WOULD BE TO STRUCTURE THE AFFILIATE TO 

MINIMIZE CALLS ON GOVERNMENTS· BUDGETS AND TO PERMIT IT TO 

FINANCE ITSELF TO THE MAXIMUM .EXTENT POSSIBLE THR OJ GH BORROWINGS 
I 

IN NATIONAL AND INTERNATIONAL CAPITAL MARKETS. FO , THIS APPROACH 

TO BE VIABLE, THE AFFILIATE WOULD NEED A BAS~ OF Pi IO-IN CAPITAL 

AND SUBSTANTIAL BACKING FROM GOVERNMENTS IN THE FORM OF GUARANTEES. 
I 

THIS COULD BE ACHIEVED AS IN THE IBRD BY HAVING CAPITAL 

SUBSCRIPTIONS WHICH ARE, SAY, 90 PERCENT CALLABLE ~ND 10 PERCENT 
I 
i 

PAID-IN. IT MIGHT ALSO BE PRUDENT IN EARLY YEARS WHEN MARKET 
I 

ACCESS IS LESS ASSURED, FOR THE AFFILIATE TO PLAN ITS BORROWINGS 
I 

~: AT A LEVEL WHICH PROVIDES FUNDS EQUAL TO THE FULL A1MOUNT OF ITS 
TEXT I ~ 
~r----------------------------~--------~ 
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S::RR: TO COMMITME NTS. LIQUIDITY COULD BE REDUC E 0 THEREAFTEF TO LEVELS 

:ITY/COUNTRY CALCULATED ACCORDING TO THE IBRD'S LIQUIDITY POLIC~. 

NO 3) CAPITAL STRUCTURE 

IF THE AFFILIATE WERE TO FOLLOW A MARKET-BAS 0 APPROACH, 

LENDING LIMITS COULD BE SET AT A PRUDENT MULTIPLE OF THE 

AFFILIATE'S CAPITAL BASE. PRELIMINARY SOUNDINGS S~GGEST THAT A 

MULTIPLE AS HIGH AS 2.5:1 COULD BE ACCEPTED BY THE MARKETS. 

BECAUSE THE FULL AMOUNT OF THE IDENTIFIED PROGRAM WOULD NEVER BE 

OUTSTANDING AT _ ANY ONE TIME, A USDOLLARS 30 BILLIONil' PROG-RA-~ COULD 

BE CARRI ED OUT ON A CAPITAL BASE OF ABOUT USDOLLARS10 BILLION. 

- CALLABLE CAPITAL SUBSCRIPTIONS FROM COUNTRIES WHOSE GUARANTEES ARE 

RECOGNIZED BY THE MARKETS COULD ' MAKE UP MOST OF THE CAPITAL BASE. 

SINCE THE AFFILIATE WOULD - FACE HEAVY START-UP COSTS, SOME 

ASSISTANCE FROM THE IBRD IN THE FORM OF PROFIT TRAN~FERS OR 

ARRANGEMENTS TO DEFER ADMINISTRATIVE EXPENSES MIGHT _BE DESIRABLE 

IN THE EARLY YEARS OF THE AFFILIATE'S OPERATIONS. 

4) TE RMS OF LENDING 

ON THE ASSUMPTION THAT PAID-IN CAPITAL WILL B~ ONLY A SMALL 

PART OF THE AFFILIATE'S FINANCING BASE, THE TERMS OF LOANS WOULD 

HAVE TO CORRESPOND CLOSELY TO THE TERMS OF BORROWIN~S AND CLOSE 

END ATTENTIO N WOULD HAVE TO BE PAID TO THE QUALITY OF I S PORTFOLIO. 
OF 
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HERE TO _T_H_LS_t_REAIE..5____A__ER_O_B_L E_M_E_O R I H E P.A R I O_E_I_H E I N vEsTMENT p R 0 GRAM--

~~- COUNTRY f-AM.O.~ARLLUS.ILO.LLARSlt BII LLQN-=WHICH IS IN! COUNTRIES 

:cssAG E Nolw H-I-CH-A-R-E--N-0-+-CREll.U.WO.Rr-IU'- FOR IBRD LENDING. IF ITI WERE POSSIBLE 

TO ARRANGE FOR GRANTS TO THE ENERGY AFFILIATE FOR LENDING TO THESE 

COUNTRIES, THAT WOULD BE THE PREFERRED SOLUTION. I IF GRANTS CANNOT 

BE 0 B T A I N ED , IT I S P R 0 B ABLE THAT T H I S LEN D I N G W 0 U L Dl HAVE T 0 BE 

MADE BY IDA, AND ADJUSTMENTS MADE TO THE IDA PROGRAM TO ACCOMMODATE 

.1 END 

OF 

THIS LENDING. 

5) STAFFING 

THE STAFFING ARRANGEMENTS MOST CONSISTENT WITr AN INTEGRATED 

APPROACH TO ENERGY LENDING WOULD BE TO HAVE AN IDA-~YPE 

INSTITUTION (I.E. WITH THE SAME STAFF AS THE IBRD). THIS WOULD 

PERMIT THE AFFILIATE TO MAKE MAXIMUM USE OF THE BANK'S OPERATING 

EXPERIENCE, ESPECIALLY ITS ECONOMIC AND SECTOR WORKl SUCH AN 

APPROACH WOULD ALSO BE IN LINE WITH THE PREVAILING ~ ENTIMENT 
AGAINST THE ESTABLISHMENT OF NEW INTERNATIONAL BURE~UCRACIES. 

I 
AL TERNATI VEL Y, AN IF C-TY P E ARRANGEMENT COULD BE US E·D. THIS WOULD, 

· HOWEVER, ENTAIL A SLOWER START-UP PHASE AND COULD ·D,IMINISH THE 

ADVANTAGE WHICH THE AFFILIATE COULD OTHERWISE DERIV~ IN ITS 

BORROWING OPERATIONS FROM CLOSE IDENTIFICATION WITH THE BANK. 
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END 
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TIH= nT~TRTRIITTON OF SHARES IN A MARKET-BASED AFFILIATE MIGHT 
I 

SIMPLY DEPEND UPON THE WILLINGNESS OF IN~IVIDUAL G9VER~MENTS TO 

SUPPORT THE AFFILIATE THROUGH CAPITAL SUBSCRIPTION J . THUS, THE 

DISTRIBUTION COULD DIFFER SIGNIFICANTLY FROM THE P ~TTERN 'WHICH 

CURRENTLY EXISTS IN THE IBRD. A SUBSTANTIAL MAJOR j TY OF THE SHARES 

WOULD, HOWEVER, NEED TO BE HELD BY INDUSTRIAL AND CAPITAL-SURPLUS 

COUNTRIES IN ORDER TO PROVIDE THE NECESSARY ASSURANCE TO CREDITORS 

OF THE AFFILIATE. VOTING POWER WOULD BE WEIGHTED 10 CORRESPOND 

TO THE DISTRIBUTION OF CAPITAL SUBSCRIP T< IONS. 

ALTERNATIVE DISTRIBUTIONS ' OF SHARES OR VOTING POWER 

ARRANGEMENTS THAT GIVE WEIGHT TO FACTORS OTHER THAN RELATIVE 

SUBSCRIPTIONS COULD BE CONSIDERED IF WAYS COULD BE FOUND TO 

FINANCE THE AFFILIATE SATISFACTORILY WITH_OUT RECOU lS~ TO MARKET 

BORROWINGS. 

THE BOARD REPRESENTATION WOULD PRESUMABLY ALSO B ~ BASED UPON 

DISTRIBUTION OF SUBSCRIPTIONS, ALTHOUGH SPECIAL ME~SURES COULD BE 

CONSIDERED TO ENSURE A BALANCED REPRESENTATION. 11 IS ASSUMED THAT 

THE AFFILIATE WOULD HAVE ITS OWN CHARTER AND ITS O~N BOARD TO SET 

POLICY AND GUIDE MANAGEMENT. 
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IN CONCLUSION, THE TENTATIVE CHARACTER OF THE APPROACHES 

CITY/COUNTRY PRESENTED IN THIS DISCUSSION PAPER MAY ONCE AGAIN E E . EMPHASIZED. 

MESSAGENO IT IS THE HOPE THAT THE DISCUSSION IN LATE NOVEMBEF WILL BE BOTH 

4 COMPREHENSIVE AND CONSTRUCTIVE AND WILL PERMIT THE RAPID 

5 DEVELOPMENT OF FIRM PROPOSALS WHICH COMMAND GENERAL SUPPORT. 
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TATA INCORPORATED 

425 PARK AVENUE 

NEW YORK,N, y, 10022 

October 31, 1980 

;" 

j'tA,- 1& , Ic.~ ~~, 
'1tr «"f:::> 

May I thank you for the oppor ~ you 
kindly gave me yesterday to meet you, along 
with Mr. Qureshi', which I greatly appreciated. 

In the course of our talk, Mr. Qureshi 
mentioned the somewhat novel step the Tata 
Iron and Steel Company had taken in submitting 
itself to an independent social audit. 

As you expressed some interest in the 
matter, I enclose, under a covering letter, 
a copy of the report and a summary of it 
which we attached to our annual report to 
the stockholders. 

With warm regards, 

Mr. Robert S. McNamara 
President 
IBRD 
Washington 

". 
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THE TATA IRON AND STEEL COMPANY LIMITED 
&:Bomba~ grouse, 24, 9fomi 9TIod1J- Street, 

go-rt, c93ombCt~, 400023 

CHAIRMAN'S OFFICE 

) .•. 
The social responsibilities of business, which in recent 

years .have received much attention in India, have been of special 
interest to this Company from its early days for they were recognised 
and acted upon as far back as the turn of the century by its Founder, 
J. N. Tata. 

In order to ' formalise and legalise its views and actions in 
the matter, our Company got its shareholders in 1970, to add a clause 
in its Articles of Association, which laid down that it "shall be mindful 
of its social and moral responsibilities to the consumers, employees, 
shareholders, society and the local community". During the past year, 
the Company decided to take one step further in the matter and have a 
social audit of the Company's performance conducted by three eminent 
men totally unconnected with the Company. It accordingly appointed a 
Social Audit Committee conSisting of a retired Chief Justice of the 
Bombay High Court as Chairman, a leading sociologist, and a political 
scientist and parliamentarian, who were asked to examine and report 
whether, and the extent to which, the Company had fulfilled the objec-
tives contained in the above-mentioned clause. . 

As the Company's decision to put its social performance 
to the test of an independent audit was of a somewhat novel and pioneer
ing nature, I thought you might perhaps be interested in hearing about 
it and in glancing through the report of the Committee. As it is a 
rather long one, I am sending you along with it a copy of the summary 
of its findings which we published in the Directors' Annual Report to 
the shareholders. 

With kind regards, 

Mr. Robert s. McNamara 
President 
IBRD 
Washington 

Yours sincerely, 

tq~ 
(~.~;ata) 
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Social Audit 

of 

THE TATA IRON AND STEEL COMPANY LIMITED 

The Tata Iron and Steel Company has always been conscious of the fact that its 
obligations extended beyond the normal corporate responsibilities to its shareholders and included 
social obligations to employees, consumers and the national economy. In October 1979, it decided 
to put its social performance to the test of an independent audit by a Committee consisting of 

(i) Mr. Justice S. P. Kotval (Chairman), 
Retired Chief Justice of the Bombay High Court. 

(ii) Prof. Rajni Kothari, 
Director of the Centre for the Study of Developing Societies, Delhi. 

(iii) Prof. P. G. Mavalankar, 
Director' of Harold Laski Institute of Political Science, Ahmedabad and ex-Member 
of Parliament. 

2. The terms of reference of this Committee were as follows :-

To examine and report whether, and the extent to which the Company has fulfilled the 
objectives containe'd in Clause 3A of its Articles of Association regarding its social and 
moral responsibilities to the consumers, employees, shareholders, society and the local 
community. 

3. The Committee examined voluminous material submitted to it, interviewed a number of 
persons and visited Jamshedpur, Calcutta and the Company's mines on two separate occasions. 
After this exhaustive work, the Committee has recently submitted a detailed report, a summary 
of which is given in the following paragraphs. \ 

Jamshedpur 

4. The Committee has described in some detail the municipal and other services provided by 
the Company in Jamshedpur such as filtered water supply, an underground sewage system, 
housing, health and conservancy and medical care, and has noted with dismay the adverse 
effects of the Bihar Land Reforms Act on the maintenance and expansion of these services. It has 
recommended that "the Company would be well advised to place these facts and the consequent 
impact on the health and the fellow-feeling which hitherto existed among the community, before 
the Supreme Court and ask that the Stay Order may be suitably modified to enable them to carry 
out such necessary and useful activities, as they may specify." 

Works 

5. In setting out its impressions of the Works at Jamshedpur, the Committee notes with 
satisfaction that "we got an indelible impression of the great pride which the workers took in their 
work and of the 'esprit de corps' which they showed". The Committee was "impressed by the good 
relationship and friendliness that exists between the supervisory staff and the workers". According 
to the Committee, the main reasons for this good relationship were: a carefully developed system 
for creating job satisfaction among workers, an elaborate process of joint consultation between 
workers and management, a three-tier system of resolving workers' grievances, a scheme for 
encouraging workers to put forward new ideas for improvement of work and the fact that the 
Managing Director and the other officers of the Company are freely approachable by the humblest 
among the workers in regard to their grievances. The Committee notes: "As a result of all these and 
various other measures taken by the Management, Tisco has a reputation in the country for 
cordial industrial relations which is the envy of other corporations. There has been no strike in 
Jamshedpur over an industrial dispute for more than fifty years." 
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6. The Committee was, however, concerned about the atmospheric pollution in Jamshedpur 
caused by the smoke from the stacks in the Plant and has suggested that this problem should be 
controlled and, if possible, eliminated. The working conditions in the Sint~ring Plant in the Works at 
Jamshedpur were especially criticised by the Committee. It found that the atmosphere of this part 
of the Plant was more polluted than in any other part of the Works and the heat was intense. 
The Committee, therefore. states that such units or locations where the ill-effects of pollution are 
concentrated call for immediate measures of alleviation. In the Sintering Plant, the Committee 
found a notice advising the workers to take fresh air for half an hour after every two hours of work. 
it waS informed by the Superintendent of the Plant, however, that he could not allow workers 
to take fresh air as advised in the notice since there were no relieving hands. The Management 
at Jarnshedpur had assured the Committee that the necessary extra staff would be provided. 

Consuine,. 

7. The Committee has described the procedure for distribution of steel, control of its quality 
during production and for dealing with consumer complaints regarding quality and has come to the 
conclusion that the Company has fulfilled its obligations to the consumers. 

Shareholders 

8. On the question of the moral and social responsibilities towards shareholders, the Com
mittee had obtained the views of the Company as well as of representatives of the shareholders. 
After examining these, the Committee has expressed the view that "the dividends paid during the 
past few years appear to be somewhat meagre and since the Company is constrained by executive 
instructions to limit them, the Company should make the necessary application to Government to be 
allowed to increase it." The Committee also feels that the Company can perhaps give more thought 
to issues like a more aggressive debt policy and possible diversification. At the same time, the 
Committee recognises that, ultimately, the problems raised by the shareholders can be handled 
only by improvement and modernisation of the existing plant, pending Government's approval to 
expansion, which will increase profits and thereby dividends as well as market value of the 
Company's sharesi and removal, in time, of the control over prices and dividends. The Committee 
does not sub~cribe to the undertone of criticism among some shareholders of the better wages 
and benefits given to workers and the programmes undertaken by the Company for the benefit 
of the larger community and society. 

Community Welfare 

~. T"e Committee commends the various welfare measures undertaken by t~e Company 
at Jamshedpur, particularly the community development centres which serve the commun~ty 
t,-,rough training women in skills like sewing and embrOidery, classes for young children in 
arithme~ic, Hindi and other subjects, pre-school classes as well as regular school classes for 
children, instruction in technical education for boys, cultural activities like games a~d ' sports, 
medical facilities, family planning work, etc. The Committee was particularly pleased to, find that 
5u;ch act,ivities were benefiting deaf and dumb women, aged, helpless widows, destitutes, and 
otherwise incapacitated bustee dwellers and urchins. The Committee noted t~at the Company 
today spends about Rs. 37 ~akhs per year on such community development a~d social welfare 
progr.amme~. . 

10. The Committee sets out ir;l SQme detail the welfare work undertaken by the Company for 
Adivasis, for whom in the ' past 'five 'years the Company has carried out several schemes including 
construction of 'schools and coAleges, sports clubs and youth clubs. . 

, ,. I " 

11. The Company's PlrogJamme for Rura:1 Develqpmeot, w~ich will cost ~s. 1.50 crores qver 
five years, has been describe:d in detail arjd approviogly by the Committee. A,ter noting the 
I~orltents of t-~e' programme like' agricul~ure and crop extension, establishment of centres for 
training villagers in dairy and poultry farming, piggery and goat breeding and starting of village 
in<iustries like brick making and cane work, t~e Committee has noted "it is re~lIy and t~uly a social 
obligation that the Company has discharged towards society at large round about Jamshedpur". 

12. In regard to the programmes for Community Development and Social Welfare and Rural 
Development, the Committee has made the following recommendations:-

(a) At the time of allocating funds for various items of social welfare, details of the 
physical work to be carried out and the benefits expected therefrom should be 
ascertained. 
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(b) When the next annual budget is prepared, the previous years', performance in com
parison to the expectations should be scrutinised. 

(e) A larger appropriation for education of children, particularly girls and Adivasis in rural 
areas, is of vital importance. 

(d) In allocating funds for social welfare, care should be taken to:

(i) foster self-reliance in the community, and 

(ii) give priority to the more critical felt needs of the community through a process 
of consultation. 

Relief work 

13. The Committee has reviewed in detail the relief work undertaken by the Company for the 
benefit of the larger society in times of epidemics, floods, droughts and other such calamities. It has 
dealt with the small-pox eradication campaign undertaken by the World Health Organisation in the 
Chhotanagpur Division in 1974 for which ' the Company gave considerable assistance. In regard 
to this work, the Committee says: "This was humanitarian work of a high order, the like of which 
it would be difficult to find undertaken in India by any company- public or private." The Committee 
has also reviewed the work undertaken by the Company, in association with other Tata Companies, 
in droughts and floods in Bihar and Orissa in recent years, in the cyclone which struck Andhra 
Pradesh in November 1977 and the communal disturbances which overtook Jamshedpur in 
April 1979. The Committee has suggested that a force of trained field workers should be kept 
ready in Bombay, in association with an institute like the Tata Institute of Social Sciences and the 
other Tata Companies, to rush to any 'part of the country whenever a calamity occurs. This would 
make it possible to start the necessary relief work without any loss of time. 

Conclusion 

14. The Committee concludes its remarks with the following two paragraphs:-

"Subject to what we have said above, we are satisfied that the social performance of this 
Company is of a high order and, in its magnitUde, is perhaps unequalled in India. We 
are satisfied that the Company has amply fulfilled the objectives contained in Clause 3A 
of its Articles of Association regarding its social and fTloral responsibilities to the con
sumers, employees, shareholders, the local community and society. 

"Under the leadership of J.R.D. Tata, the Company has not merely fulfilled the dream 
of its founder for the Company which he planned and for his country, but has gone far 
beyond it. The Company spends in all about Rs. 10 crores per year upon its social welfare 
programmes, including the deficit on the Town. It has encompassed, within the ambit of its 
activities and financial aid, not merely the worker and his dependants but the community 
among which they live and indeed society in general in far-flung corners of India when
ever a calamity or a disaster has struck. At the same time, it has taken care to see that the 
consumer who buys its goods gets value for his money and, within the limitations laid 
down by Government and other compulsions within which it operates, the shareholder, 
whose money it uses, gets an adequate return," 
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LIAISON OFFICE, 

31 October 1980 

Dear Mr. McNamara, 

Your address to the Board of Governors has provided a 
penetrating. analysis and added to our understanding of the current 
problems of development. It is a worthy successor to a series 
of staterr.ents which have done much to set the pattern of development 
thinking in the I ast decade just as the Bank under your direction 
has established its leading role in development action. Your 
departure from the Bank will be. deeply felt by all who care about 
developm ent . 

There is little comfort to be found in the prospects for the 
developing countries in the first half of the eighties. In particul ar , 
I am deeply concerned with the worsening prospects for ' food in most 
of the low income countries. From our point of view, 'it was a little 
disappointing that your own statement did not highlight more the 
food problem and the necessity to continue to give priority to 
addressing it. I say this with full appreciation for the leading 
role which the Bank has taken in increasing the flow of funds for 
food production, and likewise the strong support which you personally 
have given to food issues. 

You first encouraged us to ':think that countries with serious 
food problems could plan to address them in a more determined 
and comprehensive way. We have carried it forward in the World 
Food Council with Bank encouragement, and today the concept is widely 
accepted. Jointly with the Government of The Netherlands we are 
sponsoring a workshop for 19 African countries who are preparing 
food strategies. The Government of Mexico has asked us to sponsor 
with them a similar meeting for Latin American countries in Mexico 
City next year. 

Mr. Robert S. McNamara 
President 
World Bank 
1818 H Street NW 
Washington D. C. 20433 

/2 ....... . 

Uniled Nations Headquarters, NEW YORK, N.Y. 10017 Telephone, 12121 754 - 6014 
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The Russian on my staff tells me our- work has influenced 
Government thinking in the decision to prepare a "food programme" 
aimed at the integration of agricul tural de¥elopment with other related 
sectors "planned, financed and managed as one united complex to 
provide the highest final results". This is from a statement of 
Mr. L. Brezhnev on October 21, 1980, announcing the decision of 
the Polit Bureau of -the Central Committee of the CPSU for an 
integrated food programme. Apparently such an integrated focus 
on food is entirel y new for the USSR. 

So the idea of national comm itment for giving greater priority 
attention to food problems has gained adherents in many quarters. 
This is important for developing countries for, as you well know, 
without national commitment international programmes remain limited 
in their effectiveness. 

Unfortunately this realization has come slowly with much time 
lost, and now a "fire storm" of political turbulence and growin£l hunger 
and misery lies ahead for the poorest regions. It was this concern 
which led me to place "food crisis contingency planning" on the 
international agenda last year. Progress has been made on a more 
adequate Food Aid Convention, as a minimum floor for food aid, and 
the IMF is taking seriously the need for a food financing facility. 
But again we have missed the opportunity to make a beginning on an 
internationally-agreed system of food reserves when supply conditions 
would have made it sensible to do so. 

Topics for the next World Food Council meeting in Novi Sad, 
Yugoslavia, next May 25-29, include strengthening coordination among 
the m any actors in the food field, elaborating further the elements of 
the emerging world food strategy, and re-examining food aid programmes. 
My concern with the latter is that encouraging dependency on external 
food supplies is more inherently built into on-going programmes 
than any of us have been willing to admit. 

I am hoping to broaden the base of Council support by iuviting 
ministers of developm ent cooperation and pI anning, as well as ministers 
of agriculture, to attend the Novi Sad meeting. 

However, I must admit that the limited progress made by the 
World Food Council in the last two years has been heavy going, by which 
I mean there has been mounting interference and opposition from 
Mr. Saouma of FAO who resents the effectiveness of our initiatives, 
without having any real alternatives to offer. 

/3 ...... . 
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I have come to the conclusion that the full-time head of the 
World Food Council should be a leading political personality with 
sufficient rank and prestige to carry forward the work begun by the 
World Food Conference and John Hannah. I intend to make such a 
proposal for a "World Food Coordinator" at the level of Ken Dadzie 
and with enough drive and prestige to do in the area of food and 
hunger what nations are now beginning to do for energy development. 
This is far from Lord Boyd Orr's vision of a World Food Board but 
it would be an improvement over the present inadequate arrangement. 
I am prepared either to resign to make way for a more effective 
"World Food Coordinator" arrangement or to work as his deputy. 

I will shortly place this proposition before Secretary-General 
Waldheim and hope that if your advice is sought and you think well 
of it, you will lend the idea your support. It has the enthusiastic 
support of Minister Arturo Tanco of the Philippines. 

With best personal regards, 

Yours sincerely, 

Maurice J. Williams 
Executive Director 



DEPARTMENT OF STATE 

Washington, D .C. 20520 

BUREAU OF OCEANS AND INTERNATIONAL 
ENVIRONMENTAL AND SCIENTIFIC AFFAIRS 

The Honorable Robert S. McNamara 
President 
The World Bank 
1818 H Street, N. W. 
Washington, D. C. 20433 

Dear Bob: 

October 28, 1980 

Since the Venice Summit, there have been several develop
ments in the population area which I felt you would be 
interested in. 

On August 25, Secretary of State Muskie delivered a major 
address at the Special Session of the United Nations General 
Assembly, in which he called attention to the worldwide problem 
of population growth and proposed a new international commitment 
to expand significantly the availability and use of family 
planning. On September 1, Richard N. Cooper, Under Secretary of 
State for Economic Affairs, addressed the European Forum in 
Alpbach, Austria, with an appeal for expansion of funding for 
population programs and for fertility research. Cooper empha
sized that such international efforts are essential to avoid 
economic crisis later in this century. Also in September, the 
u.s. was successful in achieving consensus at the United Nations 
on language with respect to population policies and objectives 
in the "International Development Strategy," the basic UN 
strategy document for the Third Decade of Development. Texts of 
all three of these items are enclosed for your information. 

On other fronts, I have been involved recently in developing 
follow-up initiatives to the Venice Summit and Global 2000 
Report, in discussions on population issues with Catholic Church 
officials, in an examination of biomedical research needs and 
potential, and in discussions in a number of African countries 
on population strategy. I would be happy to discuss these or 
any other related subjects with you. 

With best wishes, 

Enclosures: 

As stated. 

Sincerely, 

Richard Elliot Benedick 
Ambassador 

Coordinator of Population Affairs 
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Dear Bob, 

""-". 7 -~-I • - - ...._.- ~ - • - J 

11 Octobe~ ~ c.- Z _ 
/-~' : ~/ _£;/1 --J rk'_r .• . 

7-~ 7'. 

~ ,.~ .... ~'.~}.' 

I was enroute to Moscow at the time - o'f your World Bank address on 30 ;--
September, and it is only today t hat I have had an opportunity to read 
it. I am making your address "must" reading for my senior staff, with 
particul ar emphasis on your comments on the drive against poverty. It 
is a most appropriate final major address to the institution which you 
have done so much to mold, but which, to use your words, "has only begun 
to develop its full potential for service and assistance." 

Your efforts of the 1970s have made it far easier for UNICEF, with its 
esteemed image, to make a major contribution in the name of children in 
the 1980s. With the primary task of helping families in absolute 
poverty through international programs, and with 80% of our staff being 
located in the developing countries, ~~CEF has the potential of being 
a natural complement to the World Bank. I spoke to this subject in my 
statement two weeks ago to the Second Committee of the General Assembly 
(see first 3 pages). 

You closed your address with the GBS quote: 

You see things and say why? But I dream things 
that never were, and I say why not? 

I look forward to an opportunity in the days immediately ahead to talk 
further with you on how bes t to twin Bob McNamara's World Bank--and Bob 
McNamara himself--to producing a synergistic one plus one equals five. 
On the former I have been having some most useful discussions with your 
remarkable John Evans. 

Honorable Robert S. McNamara 
President 
The World Bank 
1818 H Street, NW 
Washington, DC 20433 

1979 International Year of the Child 
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Dear Bob: p~ I " /0 -1- . 
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I am enclosing a statement which I released last ~./). ~ 
week entitled ftToward a New American Foreign Po1icy.- / ~;--

In it, I have tried to take a comprehensive look 
at what constitutes "national security· in this day 
and age. I have sought to avoid dwelling on our past 
successes and failures and instead have concentrated 
on what I believe should be our national security 
priorities for the future. 

I thought that you might find it of interest. 

With best wishes, 

Sincerely, 

h;~ 
Charles McC. Mathias, Jr. 
United States Senator 

The Honorable Robert S. McNamara 
President 
The World Bank 
2412 Tracy Place 
Washington, D.C. 20008 
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-No. EC(3 (4)/80. 

Dear -Hr. McNamara. , " 

- , 

-I~~l\L_' , 
. . ~ 

: , 

G 
Peoples~ 

Septembe~ 30, 1980. 

. . - :~-:-

I ~uld like to ' b~ing to your notfce ce~tain 'development 
' mea~u~es' which the Gave~nment of Bangladesh has taken recently or Intends' 
, to take in the" next few yea rs. , . 

1'. In Hay the Government issued its Second Five-Year Plan ' on · the 
economic development of Bangladesh covering the period FY8l-8S. The ,:..:' 
Plan's main objective is to a~hieve an acceleration in the rate "bf econ-

, omic growth and to spread the benefits of development to the broad mass ' 
of the population, particularly ' to people in .. r:.ural. ,areas~ To this ' end, . 
the P·lan gives particular emphasis to three prioritY a·reas:. the growth . 
of agricultural production, the achievement of a h 'igh degree of literacy 

"and a reduction in the growth .rate of the population. The Government 
holds progress in these three areas essential for increasi ·ng ·the well-being ' . 
of ~he people and for laying the foundation for faster eco,nomic growth ... · . 

2. The most immediate . impact ·on economic growth should come from· 
tncr~sed development .efforts In the field of agricu1.ture~ particularly 
as It relates to foodgrain production and distribution. In vIew of the 
central position of foodgrains in 'the agriculture sector and in the Bang-' , 

· ladesh economY "generally, improvements in p.olictes affecting the produc
tton,.marketirig, and dis-ribution of foodgrains are crucially impbrtant 
for stepping up economic progress. They are necessary , for achievi,ng 
acceleration ,of overall economic growth, red~ction ' i 'n ' the country's 
dependerice on outside assist~nce arid improvements in theconditirins ~f 
the poor. F,oodgrain pro'duction has the potential of bec,oming a leading 
sector In Bangladesh whose growing output and incomes can stimulate other 
activities through expenditures for agrIcultural inputs and processing 
Industries and higher consumption levels. ~ore appropriate input and 
product price policies also have the potential of boosting domestic re~ 
source mobil ization, which Is one 'of the .co~ntry's foremost development 

. .- requ I rements. ' . 

' 3~ To achieve a breakthroug'h i"n agricul tural d.evelopment, the ' 
Government has decided: (i) to step ~p its outlays for agricultural , 

-
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dev~lopment; (f lJ to imp·lement· a Hedium~Team Foodgrain ProductIon Plan . 
(HTFPP) wh·lch aims at food self-suffIciency by .·FY8S; (Ill) ~c ~ make In
Increased use of t .he privat.e ·.sector 'In the supply of. Inputs; (iv) to ' en
courage . . the er i vate gra i n trade and es tab 1 j'sh ade"quate gra in s ·torage 
capacity'; (v) to· improve the coordination of foo~pol Iciesi and (vi) to ' 
Improve the qual ity of p,Janning In agriculture. . . . -

.. . ~~ • ', ... . "i 
. : ... . 

Outlays for Agricult~ral Development 

If. ~ . -. Under the .HedT urn-Team Foodgra in Production .Plan, foodgraT n. pro-' 
ductJon Is to -be ratsedfrom an est 'imated normal · tevelof 14 million tons. 

' fn FYSO to 18-20 million "tons 1n FY85.The Plan's major components .are . .... 
approxImately 60 indiv'idual projects; It Is to -be put - In fInal form in . 
the fall of ·1980 arid ' the·n to be submitted Tor Goverom.en t approva las an. ' ~ ,: ' 
official planning document. The Government intends to review the implemen- ' :-

- ta·tlon of the MTFPP at regular intervals and to request IDA to joi .n 'in th·ts~ 
The most impor~ant st'rategy element .of the . :!) . 

HTFPP Is the development and effIcient .use o.f water resources. Dur.in·g . 
the period of the HTFPP, the total. irrigat-ion .area. 'is to' bedou~led 
(from 3.6 million acres to 7.2 million aC.res). Within ·the· 'irrigation ' . 
program, emphasis 'is to be on minor irrigatIon which is to acc'ount for ' ' ,. 

'about half of the tot.al · financiaf outTay for water r~sources · de"elopment .. ... · \,' 
and which should provide abo~t 80% of the increa,e in irri9ated ~ area. 1n -
~j~r _ Irrigation .. the. GOvernmen.t intends to concentrate "on ongoing pro

, lects for which for.eign aid is avai 'lable, new projects wIth low unit cost 
' and rapId returns for which there are finn in'dicat-ions of external ' s'upport, 
. and . rehabilitation and expansion of existing schemes. ·The· .MTFPP also .' 

·· .glves Increased emphasis t"o drainage and minor flood control investments " . 
·whlch, in many areas, .. can increase the opportunity 'to '-grow two crops during . 

. ~~~ .~ainy. seas.on at low unit cost. 

5. The ·Government has decided 'to correct · the decline of recent years 
: fn the p.roportion of total re'source's spent on agricultural d~velopment. 

Spendf"ng on agricultural development, excluding ,the fertilizer subsidy, 
dropped from 31% in FY75 to 23.2% in the origin~l Annual Development Pro~ , 
gram (ADP) in FVSO. Evidence of the Govern~entts resolve to increase the - ' ~ 
proportion of spend.ing to agriculture was given i.n the somewhat increased 
allocation (to 23.6%) 'to agriculture in the revised ADP fo.r FV80 and the 
further . increase to 26.9% in the ADP for FY91. ' ~ ; . 

6. . The alloca~ions in the Fyal ADP for irrigation, drainage and , 
. flood con-roT have been ·made .in conformity' with the targets for the first ' . . 
year of the draft MTFPP. Allocations to the Bangladesh A~ricultural Devel
opment Coorporation (BADC) permit slightly fast¢r growth in the installation 
6f minor irrigation equipment than is fore3een for the first year of th~ 
HTFPP. Allocations for irrigation," drainage and flood co·ntrol projects . by 
the Bangladesh Water Development Board (aWDB) also have been -in line with 
the p~oposals of the MTFPP. · 

1". The BADC budget and the Import Polley for FVal provide for suf
ffctent imports of diesel fuel and sp~re parts to Insure full uti llzation 
~f tr~igation equipmen~ ~hroughout the year. 

-
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8_ The' Government has commtss ioned. ··a local consul tant 'to carry out a 
study on the need for additional bulk storage of dte~e. l fuel In rural areas 
for . tTrigat"ton purposes; the stu.dy · wi'l t" beca'rrJed o~t ac·cordi ·ng to terms of 
ref.rence discu-ssed wi th Bank staff. . . . . 

·. 9. . AcceleratJon of thegr6wth of agrIcultural producti.on and ' parttcu-
lar1y the associ~ted· increase in . the use of purchased tnput~ and in the 
marketable surplus ' wi 11. -requi re a substantiaJi'ncrease in the amount · of 
short-term agricultural credit. ·At p~e5ent.agrtcuitural credIt amounts tQ ' 
the. equivalent of only 4.3% of the value add~d of. .ag·riculture. The poor 
repayment record on ' th is type of cred it has been a matter of concern to . 
the Government and efforts are therefore being made til achi"eve a higher 
degree of credit d.iscipt ine. In FY81, ' the Government wi 1'1 ' strengthen its 
efforts. 'to improve recovery of short-term agricultural loans . arid enforce 
denIal of credit to ~orrowers who are . "in arrears. At ' the same time, the 
Ciovernment intends ' to increase the overall avaj labi··J i ty of short-term ~ .. 

. ·.credlt to the ,sector; the increase foreseen for this , type of credit in the.' '" 

. fV8t Annual Credit ·'Program amounts to J5% 'of such .credit in constant price$ . ' '.;.
In FY80. To facilitate investment by farmers and ·farmers· groups ' in irri- ' 

- ~ gation' and other farm equipment, the Government· has", moreover, decided to 
.. _: . ' . Irn:rease di'sbursement of medtum~term c.redit to. the a'gricu'lture sector in 

J' : . ~. -........ . .- ~'.' " FY81 by (lver 20%i nconstan~ Fv80 prices. . . 
' .. / 

..... ,-. ' . 
. . . 

_. 

I .-. ". '. ~ " ·--Co '-, •• 

~ ~ - .. ~, - . . . ~.. .. ... '. .. -:~:;..... " . . ".- . .", -,... - . . 
.' .Prt vate Sector Ro 1 e in' rri gati on :: ': __ .'.:~~' ... .. :;. : .. :.:> .. .... . ~ :~ :; <,: ... ', .-! ;,:\~:. ; ' (" ':; .:. '. ',.' 
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. . ' . -~lo-. In fts efforts to ~Cl'hieve the increase .In. irri.ga~d area specified 
. . '. ' .. . ;·-······ In the MTFPP, the Government intends to rely increasingly.··on the ·.· initiat"ive 

," .' :~ ~f the private ·sector. To this end, the Government has beene.ncouraging the 
- _ . 'domestic manufacture of i rri gat ionequ i pment, the estab 1 t"shment of private 

malnte'nance and repair shops and the ownership .of ·irrigation equipment 'by --:;- ' - farmers. and farmers I groups. . 

11. " . To make .the manufacture 'of irrigation equipment e'conomicaJly 
attractive, 'the ·number of equipment makes - to be manufactured in Bangladesh 

I· - -

.wtll be ·strictly 1 imited·. The domestic part'ies ' that receive · 1 Icenses to . . . 
. undertake .the manufacturing of engin.es ~re expected to start ' within a reason
able period of :ti'me with set~ing up domestlc manufactu'ring ' plants and 'organ
Izlng dealerships wi.th sufrici'ent spare pa.rts and servicing capabi 1 ity. To ~ , : . 

~ .4 ~~. 
i-
t 

this end, the Ministry of Industries (Department of Industries) , ··.in. close·' 
collaboration with.· the Ministry of Agriculture and Forests (SADe) ' . is 
establishing a time . schedule which · it will use to monitor the private _ 
'sectorls progress in setting up domestic manufacturing plants, dealerships ': 
and s~rvicing depots and in obtaining technical a~sistari~e and training 

. from the parent companies aborad. The 1 icensed firms- have been notified 
that they must send in periodic progress r~ports on their activities a~~ 
the foreign parent companies have been informed of thi.s monitoring schedule • 
.If progress by the private parties and the foreign parent companies falls 

. behtnd schedule, the Ministry of Industri~s may consider revoking th~rr 
.11 censes·. 

12. Even with rapid action on the part of the ' private sector it will 
. probably take at least a few years before domestIc engin~ production can 
.fully meet the domestic demand. In the interval it is desirable that the 

- . -Tr·._""_,,, .o....-. ________ ~ 
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prtva te . :s,ctor' b~ pe rm·' t ted to es tab' 'S hI tse 1 f me re firm 1 y, f n the domes t t c 
market through 'the direct ' Import of engines as well as spare parts and raw 

· uterl,als· for pump sets. Such . imports will also be useful if imports under 
ferelgn . aid agreementsbyBAO.c,. which is at present the largest importer, 

·f.l1 short'of the requireme;,t~ ' of 'the HTFP.P -because of p.rocurement diff'l- ' 
cult.les or. organizational . shortcomings. For this: .purpose~ the Government '". 
has allocated $8mj Ilion: in the Fv81 Import Polley ·to .al Jow direct import 
on open 'general I icense by private traders of shallow tubewell englnes ·of 
makes selected under, the Shallow Tubewells project and of makes of engines 
for wh fch ··manufactur ing 1 i censes . have bee" .i ssued, and ·of raw mater i a Is ' 
USed In ·the production of .'·irrigation pumps,pump ,accessories and spare 

'· parts • 

. : -- f3. To strengthen the competltive positIon of the prIvate 'sector 
vl's-a-vt s BADt and. to i mprovei ts revenue position, the Government' ·has . .. 

..... decIded to raise the .prices charged by BADe for .shallow tubeweil equipme·nt. 
by a -·mar,ginwhich· is sufficient to cover. dut-ies on imported equ :ipment. ';" 

'-')' :,.,:~:: ." " , SInce a substantial vo.lume of shallow tubewell equipment ~as recently been ,. " 
.' .-.;;-' order-ed by farmer's at pr'ic:es wh ·ich have been .·publJ cly announced, the . 

.... . ~ : 

:---.,. . -'" : . .'. 

'prlce Increase wi 1-4 b4aeffective from December .Jl; ,~ 1980. ' To faci lltate 
. , Import·s by private traders of ' irrigation equi.pment; the Government · has . . ... '.' 
. lowered. -the standard marg in requirements on ' Letters of Cred t t for such 
Imports. to' 2Q%~ ' . '". 

.. . ~ .~ . ' ~ .' .. 
": ,".,r.'- •. 

. : .... :: ... <.: ~ " ,.,~: . 
Private 'Grain Marketing 

~'.: -;". . 
~. . -:', 

. ~.- .. ~ . . ~ - . . 
. < 1 .... · E·ncouragement of the private grain trade is' an importan,t ': part of · 

' . ': ' the Government's foodgrai"n ,strategy. Most of the additional output "arising' 
from the impleme"-Wl~jon of, the ·KI:FP·p w:~l l add to the marketable surplus .~ .. ;· 
The Government intends to .rely i'ncreasingly en. the· private secto·r to carry" 
stocks f 'rom harvest to lean season and ' from su.rplus to .deficit areas. A 
strong private market will a 'lso help the Government to o.perate an effective ' 
buffer stock program in which the Government procures grain to support farm-· 

, ' . . gate pi-I'ces at harvest time and then ' resells grain ' through the open market 

f . 

t· . . ";; .... 

t . 

f 
t 
i 
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t . . 

to dealers during lean ' seasons ' to' limit retail price increases. To ~ enable 
. the priva.te sec-or to carry out these functions, the Government has decided. 
to take the · fol rowing steps by the opening of. the nezt 'aman season, i.e. by·' 
November 1 J 198~: 

. ::..:...-~- (I) - further revis ion of 'anti-hoarding legislation to , permt t 
.:......- .. private dealers to hold ' larger stocks; 

· ~tl) elimin~tion of the Approved Grain Dealers jystem in at 
: least 25% of all foodgrain procurement centers (both . , 
per.nanent and temporary) wi th a vi~w to achieving ' complete 
elimination of . the system within the next three years; 

(tit) establishment of a ~rogram for the . introd~ction of stand~r
dfzed market weights in private grain markets; and 

(lv) expansion of the ~overage of daily broadcasts to farmers 
on rice and wheat prlces and market conditions in majpr 
~ural and central wholesale and retail markets~ 

-
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The Government bas, moreover " appointed an "n'ternHnf,ster,Jal working group ' 
toinake sp~ciflc p~oposals ' by Dec-embe'r 1980 'on reasonab,le ~lloc-atlons of 
,credft to private traders for holding graIn stocks and constr'uction of 
gra In storage faeJ 1 i t i e.s. ' 

IS. - - WI th respect to credi t to prIvate traders, there t s ,concern that 
In 'tImes of shorf food supp 1 i es:"-such , asmi ght 'occur 'due ' to' drought or de
layed Imports--such credit could lead to e.<cessive tioardin,g that might ,: 
exaggerate rather than dampen seasonal pr 'ice swings. Th,e working group" 
..,111 attempt to deve ,lop a foodgrain credit system ,that will allow it to 
re·lease such credit under normal conditions at the start of major ' harve'st ' 
periods, wi th the amount of credi t to be determined on the bas i,s of such 
factors as forecasts of the 'size of the pendin,g harVest, existing in- ,J, 

_~ulJ_t·ry '_$toc;~s, .:,and fi nn impor.t comni.tments. " .. , 

,,' P'reparation Study for a Foodgrain Storage Project - '.;:': ... . -: .. 

I'. ,'. Theinc,rease in market~ble surptu;~, "arising from t;"plementation of ,,' 
the MTFPP requires a substantial incr,ease in storage .capacity. The Govern-

, -""-t -requires, additional sto'rage to enable it to , procure sufficient grain 
" to matntain prices at a remune rat;ve level for :farmers at harvest time and 

, -to 'carry out open market sales to ' lim'it price increases 'during lean seasons. ' 
,- ;"' ., ,,=The bulk of the increase in the marketable surplus must" be held by the pri

, vate sector and by local government bod i es ~ however, and they therefore a 150 

"requtre a large, increase in the ,storage capacity at their disposal. 

" 1'7. , In order to project 'public and priva'tefoodgrain ~torage needs 
over the 'next five years or more, the Government has decided to ':,carry out 
a comprehensive study of storage needs. The study. is to' provide' a time":' 
phased projection of additional storage ne~ds by geographfcal area and will 
also p·roject local requirements for foodgrain processing (milling) ' facilI- ' 
t ,tes; the projec.tions wi 11 take account of plans for the improvement , of ' 
roads and other transport and communications . facilities. 

18. ' The study is to be carried out in cooperation between, l'ocal and 
' - foretgn consultants. Terms of reference' have been drafted and provided to 

IDA for tts co~ents • 
. ~ - - -' , ' 

Work Program for the Secretariat of the Food Planning and Mont tor'ing Uni t , 
(FPMU) - . " ",'\ 
19. ' The Government has drafted a work program for the FPMU Secretariat 
for FY8l, the fi ,rst year of ,its operation. 

20. In the fi rst part of , Fv8l (four t ,o six months), the Secretariat 
will focus on ' achieving rapid improvement in the informa'tion 'and analysis 

: 'flowlng to decision makers. ThIs improved flow should provide a better 
un'derstanding of the short-term outlook and faci 1 i tate the planni 'ng of 
t~ports, procurement , arid stocks of f60dgrains and 'of ' inputs, particularly 
fertilizer and diesel ruel. ' 

- ._-- _. __ ._- .. ' 

21~ " In the se~ond - part of FV8l, attention will shift tow~rds improving ' 
,- the quality of the information and obtaining, data in 'a more timely fashion. 

.", 
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The SecretarIat wIll also aslst in preparing and monitorIng the fer'tillzer 
budget and f.ertillzer. supply and dlstri"butfon plan and in research and p'lan
nlng ~ctlvities for deve~oping longer term ,'fertllIzer policies. 

22. To strengthen the Secretariat the Government has 'approved the · 
' . establishment of two ~dd ·itional section chief positions. ' Appointment to 

,these new positions and · to the position of Head of the fPMU ' is expected 'to 
take place soon. The GQvernment has~ moreover, requested technical a.ssistance 
In the development of pol i cy-or.iented food information systems, the organi- ' . . ' .. 
zatJon of such .information in ways most useful for pol icy makers, and the ' 
analysis of food production, pr.icing~ . anc;t related economic policy issues. 

Planning Cell in the Ministry of Agri.cul ture and Forests 
. . 

23. . The Ministry of Agriculture and Forests has ~stabllshed an Agri- · 
cultural Pl ann i n9 Cell. The creat i on of this Cell is part of an . internal . 
reorganisation of the Ministry which, . among ' other thing.s; has ' led to th'e . . 
establishment of a separate planning and development wing under . a newly 
appointed Addition,al Secretary. The new wing permits ' better organizational 
separation than hitherto existed between tasks' related to construction .a,cti
vltitles in the agricultural sector, contacts with aid donors and policy 
prepa.rat I on, p'l ann i,,9 and mon i tor i ng .• The ' task of'po I icy preparat ion, 

. planning and moni toring has been entrusted to th~ new"Planning Cell • . The ' 
Cell is to function as the 'Secre'tariat to the Agricultur~l Review Committee . ', 
whIch consists of representatiVes of other parts of the · .. ··Agriculture Ministry, 
and the agricultural agencies under ·its . supervisi·on ·. ", .-" ,,_. 

o. . . .. "~ .. . ....... .,. _ 

2't.The 'establ ishment of the Pl~,nnirig Cell involved the creation of 
five new positions of which four have been filled, while the remaining .one 
Is ' expected to be filled soon. When fully staffed, the -Planning Cell will 
have 24 professionals, of whom 12 are highly qualified and , experienced and 

- , 12 are research officers. The establ ishment p'ositions before - the 'creation 
of the Cell numbered .only 19, of whom 9 were full professionals. 

25. The Cell IS activities will be regularly :. reviewed tn consultation 
with IDA. They relate to the following areas: 

(I) 

<.1 t) " 

(III) 

(tv) . 

strengthening the ' project preparation and implementati~n 
capability of various parts of the Ministry of Agricult~re 
and Forests; 

establ ishing the role of the Agricultura.IR.eview Committee """ 
In giving direction to project selection i~ the field of agriculture; 

strength~ning the staffJng of the Planning Cell to review pro-
jects In the various parts of the Ministry of Agriculture and -
Fares ts and ag r i cu 1 tu ra I agenc i es; and " 

obtaining technical a~sistance to strengthen the Planning 'Cell •. 

. General Improvements in Plan rmplementation: the Two-Year ADP 

26. The Government has prepared a two-year 'ADP covering Fv81 and -FV82 
wIthin the framework of the SFVP. The two-year ADP, which is to be updated 

' ..1 
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annually and wIll" the·refo.r.e be a· rollIng two-year program, sets out the .' 
publlc . sector development program in financial as well as 'physical terms 
.Indlcatlng input requirements and expected output upon completion of ,the ' 
projects or ' progra~. Th i s ' new-style ADP will be 'used, . to a greater extent 
than Is possible wi'th the present merely financ;ial ADP,' to monitor the pro
gress of 'projects ' and to monitor the material balances of critically import
ant commoditi~s such as cement, ,steel products, POL., etc. In the budget 
allocation process it wrl1 also be us~d to determin~ the ' consistency of 
the Ministries I request wi ~h the SFYP strategy. • . Finally,· the two-year ADP 
will, once it has become fully operationaJ, ' permi..t the Min .istries to p'rocure 
materla ,ls ' from abroad sufficiently ahead of time ... to assure' uninterrupted 
progress on their projects. 

27. It ' wtll take time before the new-style ADP will have reached its 
full operational potential. Few of the 1 ine ministries have been able to , 
comply fully with the requirement to present requests 'for ·financlal a110-
'catlons for Fv81 and FV82 with the desired information a'bout the 'physica'l 
content of the projects. Substantially more information on spending in 
physical units has become available since then~ however. The 'Government ' 
r s · us I n9 th i s increased ava i lab iIi ty of information to introduce a sys tem 

.. wlthln the government administration to monitor the implementation in .' 
physical terms of the entire ADP' and to monitor material balances. 

28. ~' The sector in which mostprogre-s has been ritade in fonnulatloh of 
the new-style AO'P is' the foodgrain sector~ The summaries' of major agricu1- . 
tural projects and programs prepared Tor the MTFP'P. have a1 ready served ,as a 
basls ' for technical as we11 . as:budge.t decisipns -"tn ' fY81 and will be used in ' 
the course of the financial 'year as an improved basis for ' monitoring the . 
progress of the Plan. TlJe Government has decided to prepare similar sector 
programs for certain other sectors: Industry, Education, Health and Family 
Planning, Transport, Power, the Fisheries and ' Livestock, Sectors and the 

' Non-Trad~tional Export Sector. these . sec~or programs should help in im
provlng the qual ity of medium-term planning In these key s·.ectorS-' and they , 
should simultaneously be essential building blocks ' for thi 'new-style rolling . 
two-year ADP. It is expected that most of the sector programs ,witl be 
completed within the next six months • 

. Pleas~ accept, Mr. : President, · the .assurances of my highest 
consIderation. 

CD~ 
( H. Satfur Rahman) 

Mr. Robert S. McNamara 
Presiden~, Internatiorial Develbpment Association 
..i818 H Street, N.W. 
Washington, DC 20043 
U.S.A. 
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Attached is a set of projections, done by FPA, for the International ~ 
Energy Corporation (lEC). The first set, accompanied by a table of key 
assumptions, outlines the lEC structure on the assumption that capital 
will be subscribed by governments. This will finance a lending program 
of $25 billion by 1986, rising to $64 billion by 1991. The second set 
outlines an IEC based solely on transfers of Bank income. It supports 
a lending program totalling a little over $9 billion by 1986 and 
declining thereafter because no net income transfer is projected after 
1986, presumably in line with your instructions. 

The financial projections raise a basic tactical question. The Energy 
Corporation has been designed to minimize government contributions in 
the early years. We are assuming an initial capital subscription of 
only $6 billion with a paid-in capital of 10 percent. Part of the 
reason also was to permit us to test a different gearing ratio. As you 
will see from the last page on financial ratios, the debt equity ratio 
does not rise significantly above one year until FY8s, by which time we 
would have to have started discussions on a capital increase. If one 
looks at the potential distribution among OECD countries of say 80 percent 
of thetotal($6 billion) capital subscription the numbers suggest that it 
ought not to be difficult to obtain these resources. Perhaps this is an 
excessively optimistic view. But, for example, if the U.S '. were to take 
only a 20 percent share of $6 billion, it would mean a capital subscription 
of only $1.2 billion and a paid-in capital, over two years, of $120 Ddllion. 
This, I think, is saleable. Germany, .Japan and France each at 10-15 
percent is not improbable either. If this assessment is correct then we 
ought to consider whether a larger initial capital subscription is not 
desirable. One advantage would be to avoid having to go for a capital 
increase precisely at the time that discussions for a further Bank capital 
increase and or a change in the gearing ratio are likely to be at a serious 
stage. Another consideration is that we can capitalize on the apparently 
strong current interest in the energy problem while the climate three 
years from now is unpredictable. Moreover, a proposal which obviously 
would require a further capital increase within a short period will be 
criticized as being improperly constructed. 

In any event, I believe our negotiating strategy should be inverted. 
Instead of starting with the OPEC countries we should start with the OECD 
countries. At the Annual Meetings we should actively seek major OECD 
countries' support for the Energy Corporation concept with the objective 
of using this initial support as a basis for subsequent discussions with 



/ 

~Jt.oA. ) ~ 
~J4-~~~ 

____ ~ .-.!L ~ 
~ ~ r--tt::... 

J>1't~0--l.. ~ WW,· 
. ~ _~-t:L-

. . cO ~ 0---d:v. ~ - J. u;Jf 

~ ~:A~~~ 
~~~t.v-~ 

\tJ~~ . .9 
~ ~ ra-- ~ c:.--- ~ 

'-?~~~~ 
~ .. , 

, i 
, 

... . -. 
,.. ...... 



~ IN-.> t.tt-,-;t ~ ~ 
, ~.~#-)1}~ 

~\L.~~ . 
~~~ 

a.J, 
, 

, .' 

r '0 

.0· 
f , 

.. . 
t o. 



MORGAN STANLEY 

The Honorable Robert S. McNamara 
President 
World Bank 
1818 H Street, N.W. 
Washington, D. C. 20433 

Dear Bob: 

MORGAN STANLEY & CO. 
INCORPORATED 
1251 AVENUE OF THE AMERICAS 
NEW YORK, NEW YORK 10020 

July 30, 1980 

We have received your letter of June 3 with respect to management 
arrangements for future World Bank issues and have subsequently met 
with Gene Rotberg on the same subject. Although we are disappointed 
by your decision to enlarge the management group, we will accept 
your decision to increase the size of the management group and wish 
to continue to support the Bank in every way possible. 

On the question of rotation we would hope and strongly recommend 
that the practice not be extended to the additional managers. Suffice 
it to say that in our opinion rotation among five firms would cause a 
critical loss of continuity and would materially impair efforts to 
broaden the market for Bank bonds. We understand that your letter 
implicitly recognizes this possibility in stating that the ·matter of 
rotation will be under regular review and possible change in light 
of experience. 

We greatly value the long and close relationship which we have had 
with the Bank over the past thirty years. We have always endeavored 
to give the most objective possible advice and we will continue to do 
that in the future. We very much look forward to the continuation of 
our relationship in the years to come. 

Sincerely, 

Robert H. B. Baldwin 

RHBB.msj 
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