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1100 
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VISIT TO ITALY, May 8-14, 1973 

Depart Washington (National) 
Arrive New York (La Guardia) 
Depart New York (JFK) 

Arrive Rome, met by Mr. Rota by car to 
Hotel Hassler (day room) 

Governor Carli 
President Andreotti 
Depart Rome 
Arrive Milan 
Depart Milan 
Arrive Bellagio 

Bellagio 

Bellagio 

Depart Bellagio 
Arrive Milan 
Depart Milan (Linate) 
Arrive Rome 

Rome 

Depart Rom~ 
Arrive Tunis 

REMARKS 

EA Shuttle 

PAllO (747) 

AZ098 (Caravelle) 

by car 

by car 

AZ049 (Caravelle) 
Hotel Hassler 

TU953 (Caravelle) 
Hilton Hotel 

AL 
May 7, 1973 





2. Capital Market 

There is detailed brief on the subject in section F. Mr. Aldewereld says that 
the market has improved according to a cable received a couple of days ago but he esti-
mates that it would be fairly expensive cost to us 7-3 4~ a. He would recommend 
that you tell Mr. Carli kat we may consider an issue in the future. Mr. Aldewereld 
could come to Italy in 2-3 weeks. 

3. The Vatican ; 

A note on the visit of Sn. Mendes about a possible meeting with The Pope and 
cooperation with the Vatican i s 1ncluded. -

·. . ( 

( -. 
4. Joint Financing in Africa 

~~' 
Mr. Cuccia of Mediobanca visited you some time ago and a record of his visit 

and the ensdlng correspondence is-enclosed. You may wish to remember that this has 
been kept tonfidential from Mr •.. Rota who will pro ably· be presentcat the meeting with 

.. .. 

Mr. Carli. i 
17 

(.(Jj ~,~( ,;.._ wr 
5. Z~bia .. • ~d/1~-.. -¥fl <" (5., / ..... 

An agreement is bein fin 
construction o the Kafue !!~ Power 

6. Pakistan and India Consortia 

he f jnauci vg ~ 

The Italians have been uncooperative members of the India and Pakistan Con
sortia. Mr. Cargill is thinking df taking some action on this matter ano is sending 
you a note on the subject. 

7. Tarbela Dam 

The consortium constructing the Dam, including the Italian firm Impregilo, may 
run into considerable overruns and there may be a claim. The 'subject is not likely to 
be raised but some background material is included. 

8. Ghana Debt 

Italy is a creditor country. 
this week. 

9. Gabon Railway 

A nie.etiht -B:f creditors is taking place in London 
~I!" ,..· it 

Italy was mentioned as a possible participant in the Gabon Railway project 
but has not been a strong proponent and the subject is unlikely to be raised. 

f._. r' I 

AL 
May 7, 1973 



TOPICS FOR DISCUSSION 

1. Aid 

Italy has a small aid program on hard terms, mostly supplier credits. There 
is no sign of significant increase. Legislation for the Third IDA Replenishment has 
not been passed, although the delegation (Mr. Rota) was support for a high replenish
ment in Tokyo. Sir Denis Rickett has prodded several times without result. Mr. Knapp 
feels this point needs pressing. Italy has expressed support for the Link, through 
investment in World Bank bonds which Sir Denis feels would not be additive. Brief in 
section E. 

2. Capital Market 

There is detailed brief on the subject in section F. Mr. Aldewereld says that 
the market has improved according to a cable received a couple of days ago but he esti
mates that it would be fairly expensive (cost to us 7-3/4% to 8%). He would recommend 
that you tell Mr. Carli that we may consider an ·issue in the future. Mr. Aldewereld 
could come to Italy in 2-3 weeks. 

3. The Vatican 

A note on the visit of Sn. Mendes about a possible meeting with The Pope and 
cooperation with the Vatican is included. 

4. Joint Financing in Africa 

Mr. Cuccia of Mediobanca visited you some time ago and a record of his visit 
and the ensuing correspondence is enclosed. You may wish to remember that this has 
been kept confidential from Mr. Rota who will probably be present at the meeting with 
Mr. Carli. 

5. 1 Zambia 

An agreement is being finalized for Italian participation in the financing and 
construction of the Kafue II Power project. A note is included. 

6. Pakistan and India Consortia 

The Italians have been uncooperative members of the India and Pakistan Con
sortia. Mr. Cargill is thinking of taking some action on this matter and is sending 
you a note on the subject. 

7. Tarbela Dam 

The consortium constructing the Dam, including the Italian firm Impregilo, may 
run into considerable overruns and there may be a claim. The subject is not likely to 
be raised but some background material is included. 

8. Ghana Debt 

Italy is a creditor country. A meeting of creditors is taking place in London 
this week. 

9. Gabon Railway 

Italy was mentioned as a possible participant in the Gabon Railway project 
but has not been a strong proponent and the subject is unlikely to be raised. 

AL 
May 7, 1973 



TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

John Blaxall, Deputy Director, P & B 

IDA Briefing Note on Italy 

Attached is a briefing note on Italy. It 
has not been cleared with Sir Denis or John Adler, 
although paragraph 5 does reflect cabled information 
from Mr. Soejima. 

Attachment 

JBlaxall:cbm 

cc: Sir Denis Rickett o/r 
Mr. Ad 1 e r o/ r 
M r . Co 1 a co o/ r 
Mr. Vibert 

May 4, 1973 



BRIEFir G NOTE 

ITALY 

The Aid Program 

1 • The Italian ODA program is very weak. 

May 4 , 1973 

DECLASSIFIED 

APR 0 8 ·2013 
WBG ARCIDVES 

The volume is small both 

in absolute terms ($173 million in 1971) and as a percentage of GNP {0.17% 

in 1971), and in fact what is counted as ODA by the Italians consists to 

a · large' extent of the refinancing, on fairly hard terms, .of what were 

originally commercial transactions. About 6iflo of the ODA program has 

b.,een channelled to countries in Africa, but its distribution is rather 

haphazard, largely reflecting the accidents of where commercial contracts 

have been won an~ refinancing was subsequently needed. Flows to developing 

countries from Italy thus comprise mainly private flows, with export credits 

{public and private) comprising the biggest single item in the program. 

2. The reasons usually given for the weakness of the Italian aid 

program are the difficulty of getting any aid appropriations through the 

~udget process and fragmented administration. Responsibility for foreign 

assistance is divided between the Ministries of . Foreign Affairs, :Foreign 

Trade and the Treasury. Reorganisation has been approved in principle but 

there are no signs of implementation. 

3. ln ·November 1970, Mr. Mario Pendini, the then Under Secretary 

of Foreign Affairs indicated in a meeting with Mr. McNamara that the 
' 

Italian Government had plans to meet the Pearson target of 0.70%.of GNP 

.. 
; 
I 
I 



2 

" wi Th in the clecade 11
• No inforr11ation i s avc:i l zwle on how it is intended 

t o achie.te this t2:--get and the I ta l i an 3ut hor i ies have given no in forma tion 

to OECD/DAC: on any med i um term objectives f or t he volume of ODA. · It seems 

fair to say that if the ltal ians were to increase their ODA program, the 

quickest way would be for them to increase their contributions to multilateral 

organisations. 

IDA IV 

4. During negotiations for the Third Replenishment, Italy followed 

the 1 ead of the Nether 1 and s· in ignoring the 11 unde rs tand i ng 11 which had been 

reached between the Finance Ministers of the EEC that the Replenishment 

should be at the level of $SOO mill ion, and supported a level of up to 

$1 bill ion per annum. Italy accepted a 4:03% share in the Third Replenishmeni 

($96.72 mill ion), but replenishment legislation has still not been passed. 

Italy did not respond to the request for an advance c~ntribution, presumably 

because of the difficulties in getting legislation through. 

5. At the first meeting of deputies on IDA IV replenishment the Italians 

gave their support to a high level of IDA replenishment and at the London 

meeting were among those countries which supported a $1500 million replenishment 
I 

level (Smithsonian dollars). At the Tokyo meeting Italy expressed support I 

for replenishment· at the $1650 mi 11 ion level in current dollars and at the I 
·I 

f 
same time indicated that it would maintain its present 4.03% share in the 

rep 1 ~n i shment. Mr. Rota who at tended the Tokyo meeting wi 11 be present at Mr. 
I 

McNamara's meetings in Rome. 
I 
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6. Procure .. 2nt i n Ita ly out of IDA credits vJa s about 5% of tota l 

foreign procurement in F'/65 , FY71 ~ and FY72 (in FY70 i t v1as 9 ~G ). The 

percentage is particularly high (averaging about 15%) for procurement by 

countries in Eastern Africa, presumably because of traditional relations 

with several countries in th~ region. 

SDR Link 

]. Italy has supported a link between SDR and development fina~ce in 

the ·past and at the February IMF Board discussion on the paper by the staff 

of the Fund on the link.!! the Executive Director for Italy stated that his 

authoriti es were s ti 11 in favor of a 1 i nk . He stated f urther that the 

I tal ian authorities had a preference for the type of 1 ink which involved 

allocation of SDR's to multilateral institutions (Type A schemes a~cording 

to IMF terminology) although they were kee.ping an open mind on the various 

. alternatives. 

Capital Market Prospec~s J 

8. The Bank made a public issue in Italy in 1961 for Lit. 15 billion 

($26 million equivalent) which wil.l mature in 1976. In July 1972, a second 

Lire fssue was floated, of Lit. 25 billion (abC?ut $43 million equ.ivalent) 

with an average life of 11 years, and a cost to the Barik of 7.45%. In 

addition, Italy is a regular subscriber to the Bank's two-year 11central bank" 

bonds, with present holdings of $38 million. No new issues in Italy are 

expected in FY74. 

1/ Allocation of SDRs and financing of Economic Development. 
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IB , Lr.::ns o l t c: l y 

9. Loa ns by IBfl D to Ita l y t ota lli ng $400 million were made in t he 

years 1J51 to 19~5, mainl y for genera l d~ve lcp~en t pu rpos es. A si gn ificant 

part of this lending was channelled through the Cassa peril Mezzogiorno. 

Abotit $210 million has been prepaid at various times (i.e. purchased out of 

the Bank's portfolio by the Bank of Italy); $113 million now remains out-

standing. 

IBRD Cap ital Su bscription Increase 

. 10; ' Italy is entitled to subscribe an additional ~mount of $186.5 

million to the capital of the Bank. As yet Italy has not applied to take 

up .its entitlemen t. ·(Among other Part I countries, Australia has not 

applied for its share; South Africa has declined an additional subscription; 

the United States has decided to take up one-half of its entitlement; Kuwait 

only took up $2.7 million out of the $55 million to which it was entitled; 

and all other Part I countries have taken up the full amount of their 

additional subscriptions). 



TABLE I: ITALY: . FLOW OF DEVELOPMENT FINANCE BY CALENDAR YEAR 
(US$ million) 

~ ~ ~ ~ 1964 ~ ~ l.ill. 
Official Development 

Assistance 
-Bilateral 65 46 61 61 43 29 48 123 
-Multilateral 12 14 20 __ 9 ___2 _l1. _jJ_ 31 
- Total 77 60 -ao 70 48 60 78 1s5 
-Multilateral As % ODA 15.6% 23.3% 25.0% 12.9% 10.4% 53.3% 39.7% 20.0% 
- As % GNP .22% .15% .18% .14% .09% .10% .12% .22% 

Other Official 
- Bilaferal 14 20 19 16 3 25 -24 -1 
-Multilateral _1_5 __ I 13 -8 __:j_Q_ __ 8 __§Q 2 
- Total 29 21 -3-1 -8 -7 33 37 --1 

Total Official 105 80 111 79 40 93 115 156 

Private 
-Bilateral 193 151 262 243 200 173 517 131 
- Mu I t i 1 ate r a 1 26 18 -I -3 

TOTAL NET . DISBURSEMENTS 298 258 391 321 237 266 632 287 
- As % GNP .85% .66% . 89"/o .64% .43% · .45% .99% .41% 
-Multilateral As% Total 9.1% 15.9% 13. 00/o 15.0% 14.4% 11.5% 
- IBRD/IDA% Multilateral 70.4% ]0. llo 15.7% . 97.5% 61.5% 36.4% ' 

Source: DAC 

) -. .· 
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24 

848 
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6. llo 
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~-. ..... 
" 
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63 137 
84 36 

147 173 
57.0% zO.ts% 

.16% .17% . 

25 122 
__ 5 

30 122 

177 2.95 

503 561 

680 856 
.]3% .84% 

12.0% 4.2% 
60.0% 31.0% 
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. THE ITALIAN CAPITAL MARKET 

The principal objective of Italian monetary and fiscal policy over 
the past two years has been to try to stimulate investment and consumption 
in a flagging economy, characterized by risin·g unemployment, declining 
investment and a high propensity to save. So far, however, this objective 
has not been achieved. GNP increased only by ·l.4% in 1971 and about 
3% in 1972 in real terms. The easy money policy of the Bank of Italy 
and the huge budget deficits of the Treasury have been criticized as a 
significant contributor to the sharp rise in the rate of inflation, which 
was 8% last year and is expected to reach almost 10% this year. 

The Italian banking system, like the Italian economy as a whole, 
has been under-employed. The rate of increase in deposits has out~ 
stripped the increase in lending during the past several years. For 
example, bank deposits rose by 19% during the first ten months of 1972, 
while lending rose only by 16%. Even though this represents an improve
ment from the stagnant conditions of 1971 when lending rose only by 14%, 
it shows that the banking system has accumulated a considerable degree 
of excess liquidity. 

Excess liquidity has been created both by the pump-priming fiscal 
policy of the central government and the continuing easy money policy of 
the Bank of· Italy. The latter remains determine.d to keep domestic 
interest rates as low as possible . in order to try to stimulate flagging 
investment. As a result of this excessively liquid situation and also 
in the absence of profitable direct lending opportunities, Italian banks 
have once again been heavy investors in the domestic ·bond market, where 
for the second consecutive year they absorbed about 50% of the total 
bonds issued last year. 

Since bank deposit rates range from 4% to 4.5%, it is clear ·that 
investment in bonds yieldi~g 7% or more has been a convenient and profit
able outlet for part of banks' excessive liquidity and has helped to 
maintain their overall profitability. At the end of March this year, the 
average government bond yield in Italy stood at 7.52% and the corporate 
bond yield at 8.35%, according to Morgan Guaranty. The following table 
shows the recent yields of two IBRD lira issues, as quoted in Milan. 
They show a slight downward trend since early March, especially for the 

· 7s due 1987. · . 

Feb. 16 Mar. ,2 Mar. 9 Mar. 30 Apr. 6 Apr. 12 Apr. 20 Apr. 27 

5s (July 1, 1976) 7.59 7.93 7.83 7.79 7.88 7.55 7.71 7.52 

7s (Aug. 1, 1987) 7.38 7.40 7.39 7.29 7.26 7.23 7.20 7.22 

Since February this year, Italy has been floating the lire independently 
and has refused to join in the EEC joint. float against the dollar. This 
is understandable in view of her very weak b.o.p. situation. Last year, 

• 
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Italy suffered a b.o.p. deficit of almost $1.5 billion. In fact, the 
total reserve losses between the end of last June when sterling floated, 
and the middle of this February when Italy instituted the two-tier 
exchange system, amounted to a staggering $2.4 billion, according to a 
recent testimony in the Parliament by Treasury Minister Malagodi • . In 
order to offset such large capital outflows, the Bank of Italy authorized 
Italian borrowers to borrow about $1.6 ,billion from the Euro-dollar 
market and from other foreign sources between July 1972 and mid-February 
1973. 

YSPark:dal:mb 

l .. . 
( . 





TO: 

FROM: 

SUBJECT: 

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

OFFICE MEMORANDUM 
Mr. Robert s. McNamara 

Syed s. Kinnani~ Acting for ~gional 
Vice President, EA (through Mr. Knap 
Zambia: Kafue II Project 

Possible Italian Financf 

DATE: May 4, 1973 
w ·~ 

~t4 

1. I understand that you may take the opportunity of your visit to 
Rome to raise with the Italian government the _subject of their financing 
part of this project. 

2. They have told us through Mr. Rota that they are willing in 
principle to finance some portion (about $17 million has been mentioned, 
equivalent to the estimated Lire expenditure). They also asked our views 
on the financing arrangements and we told them that participation in a 
Bank loan for the total aJOOunt would be by far the simplest and quickest 
method. It may be however that they would prefer a joint financing 
arr-angement involving a Zambian/Italian loan agreement because of its 
greater 11visibili ty". 

). We have virtually completed negotiations of our loan agreement 
with the Zambians for an amount of $115 million which is the equivalent 
of the total estimated foreign expenditure, including generous contingency 
allowances. Assuming rapid preparation and clearance of final documents 
and prompt approval of them by the Zambian authorities, we could be ready 
for Board presentation on June 5 (it is presently scheduled for May 29). 
This June 5 date for the Board would still be possible if you were able 
to obtain Italian agreement to participate in the Bank loan, since no 
change in Board documents 'WOuld be necessary. If however the Italians 
were only willing to enter into a joint financing arrangement, the nego
tiation of the Zambian-Italian loan agreement, the amendment of the Bank 
loan agreement to take account of the joint financing, together w.i. th the 
negotiation of a tripartite administration agreement would delay presen
tation, possibly by a considerable period. 

4. The contract position is that the main civil works contract, 
which the consulting engineers have recommended should be awarded to 
Impregilo, is expected to be let by the Zambian Electricity Supply 
Commission, after approval by the Central Supply Tender Board, in about 
two weeks. It may be that the Italians are waiting until the award is 
made before committing themselves. The zambians, and we, would be 
disturbed by any delay in the project caused by delays in completing 
the financing arrangements. 

5. In summary, we would prefer to obtain Italian government agree-
ment to participate in a Bank loan of $115 milliono 

SSKir.mani/RMDean:ls 

cc: Messrs. Morse 
Scott 



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

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: May 4, 1973 

FROM: 

SUBJECT: 

J. Burke Knapp 

Zambia: Kafue 

I refer to the attached memorandum from Mr. Kirmani, dated May 4, 
on the above subject. 

I still hope that we may get an answer regarding Italian financing 
for this project before you leave next Tuesday. I told Rota last week that 
it would be much better from their point of view to settle this matter before 
you came and he agreed. He has already left for Rome. 

The contract which is about to be awarded to Impregilo is for 
approximately $55 million. We asked the Italians to consider financing $35 
million of this contract. Rota told me a few days ago that he thought we 
would get an offer to finance at least the $17 million which would be spent 
in Lire under this contract, and maybe a few million dollars more. 

Rota has told me that Carli has given a very positive reaction to 
our proposal from the beginning and that the Italian Treasury had agreed. 
Difficulties arose, however, with the Minister of Industry and Commerce, 
who apparently expressed concern about the large existing and prospective 
Italian commitments to Zambia. (Apparently the Italians are about to 
finance a substantial expansion of the oil pipeline from Dares Salaam.) 

As for the form of the Italian financing, I agree that a simple 
participation in the Bank loan would be the simplest and most expeditious 
solution. This would involve them accepting our 7~% interest rate, and we 
would have to negotiate with respect to maturities. Our loan will have a 
25-year life with a 5~-year period of grace. We should get them to take as 
long maturities as possible; perhaps they could take a full strip. !/ 

It is quite possible, as suggested in Mr. Kirmani's memorandum, 
that the Italians will want to have their own loan agreement. I agree that 
this would take some time (maybe some weeks) to work out, but ! ·doubt if this 
will mean any significant delay in the actual execution of the project. 

!I Whether the Italians participate in our loan or make their own loan, we 
should seek as long terms as possible. It should be borne in mind in 
this connection that when we were financing the Kainji Project in Nigeria 
in 1964, the Italians provided a $26 million loan for 25 years, including 
5 years of grac ~,to finance the Lire expenditure of the Italian contractor, 
Impregilo. 

cc: Mr. Kirmani 

JBKnapp:vm 
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BA1~ BORROWING OPERATIONS IN ITALY 

The Bank has had two bond issues in Italy, both of which are still 
outstanding in full: 

1~ 5% 15 year bonds of 1961 
due July 1, 1976 

2. 7% 15 year bonds of 1972 . 
due August 1, 1987 

Total 

Lit . 15 , 000, 000 , 000 

L Lit 25,000,000,000 

Lit 40,000,000,000 

The equivalent of this total at current exchange rates would be 
$68.8 million. 

The first issue in Italy came about in early 1961 after Italian 
financial corporations were authorized to purchase and hold foreign 
securities. The Governor of the Bank of Italy, Dr.. Guido Carli, was 
favorably inclined toward a Lire issue by the IBRD and designated the 
Bank of Italy to head the issuing syndicate consisting of the three big 
government owned banks (Banca Comm~rciale Italiana, Banco di · Roma, 
Credito Italiano) and the three big publicly owned banks (Banca 
Nazionale del Lavoro, Banco di Napoli and Banco di Sicilia). The 
issue was a success and the subscription period was closed on the 
first day. 

Subsequent attempts to return to the Italian market were unsuccessful 
for some time. In 1962 an issue of Lit 25,000,000,000 was planned to 
be placed with the Bank of Italy for later resale to the public; 
worsening market conditions in the fall of 1962 prompted a cancellation 
of this plan. 

Late in 1966 a proposed issue for Lit 50,000,000,000 of 6% bonds 
was postponed at the last minute as a .consequence of the disastrous 
floods in Northern Italy. An attempt to revive this issue in January 1967 
was unsuccessful because the Italian government found it impossible to · 
authorize the issue in view of the then prevailing economic conditions 
and its desire to maintain a high level of readily available reserves. 
The syndicate for the planned issue was at that time headed by the Banca 
Commerciale Italiana and consisted of the other five banks that formed 
the syndicate for the first issue, except for the Bank of Italy which 
was not directly involved in the issue. 

In 1972 the liquidity situation in Italy had improved considerably 
and by mid-year the rates at which an issue could be placed became 
attractive for the B~nk. The IBRD received offers for public issues 
and private placements from various sources • ...: After discussions with 
the Bank of Italy the operation was set up as a public issue with the same 
syndica·te which had been considered for the 1966 operation. In all 
these discussions concerning the issue conditions and the syndicate com-

· position and management, timing etc. the final decisions were made by 
the Governor of the Bank of Italy, Dr. Carli. 
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With regard to our Two Year central bank issues, Italy has sub
scribe.d to all but two issues. The present holdings total $38.08 millton, 
of which $7.5 million will mature on September 15, 1973. Purchases of 
these issues are made through the Ufficio Italiano dei Camhi, the 
Italian exchange control office of the Bank of Italy. 

Borrowing prospects in Italy for the IBRD do not seem favorable 
at this time. The recently prevailing rates in the bond markets are 
high (government bonds on the average yielded 7-1/2% at the end of March) 
and the balance of payments situation would not now favor capital exports. 
There are at present no specific plans to borrow in the Italian market . 
during FY74. 

Attached is a summary of the loan sales made to Italian purchasers 
up to May 1, 1973. The Bank of Italy. has purchased . the major proportion 
of these loans which ·represent maturities of Bank loans to Italy. Part 
of these purchases were made in the period after the bond issue in Italy · 
in 1967 had been cancelled. These purchases were to demonstrate . that 
the Bank of Italy wanted to cooperat.e with the Bank to the extent possible~ 

RDeely: HCRi t tmair :mb . 

, · 

May 2, 1973 

., 
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LOAN SALES TO ITALIAN PURCHASERS 

(as of May 1, 1973) 

Amount purchased 

Amount repaid .. . 
Amount outstanding: 

$215,112,734 

$170,11.5,097 

$ 44,997,637 

I. Ufficio Italiano dei Cambi* 

Amount purchased: $211,429,510 . 

Arriount repaid: $167,201,873 

. Amount outstanding: $ 44,227,637 

II. Commercial banks 

Amount purchased: $ 3,683,224 

Amount repaid: $ 2,913,224 

.Amount outstanding: $ 770,000 

;. 

~~ Italian Ex:change Cont.rol Office of Banca d' It alia purchased only 
loans made to Italy. · 

, ......... , .. . 

·, :' 





TO: 

FROM : 

SU BJECT : 

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

OFFICE MEMORANDUM 
Mr. Anders E. E. Ljungh 

William Diamond ~ 
Mr. McNamara's Visit to Italy 

DATE: May 4, 1973 

Two subjects occur to me in connection with Mr. McNamara's 
visit to Italy. 

(1) A question might be raised by the Italians regarding the special 
claims now being made by the Tarbela Joint Venture (TJV), 
a consortium of foreign contractors led by the Italian 
firm Impregilo of Milan, the builders of Tarbela. 
Attached is a memorandum on the subject which provides 
useful background. In brief, we are aware of the claims; 
they are under discussion between Pakistan and the TJV; 
we are keeping hands off and awaiting the outcome. 
Mr. McNamara ought not to raise the subject. 

(2) The Italians have been uncooperative members of the 
Indian and Pakistan Consortia. Mr. Cargill has been 
thinking about taking some action on this matter. He may 
raise , the matter with . ~r. McNamara when the two meet on 
Saturday, May 5. 

Attachment 

cc Mr. Cargill 

WDiamond:us 
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o ..!':)ril 3, ccp~'" cd:."~~cl 
lhlc.~l TJV 1 ~ e.xpee ·~ 
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DECLASSIFIED 
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WBG ARCHIVES 

. 2. Briotq, tbo p se:tt pcaition 1s s follows s 
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a) Considering tbe difficult ot t.he issuoa, and that TJV have 
revised t ir initinl cl imB follow:iz'..g loeal disc aions, tl G v · nt 
is dealing 'Wit- the cla in a reasona'"lo tq. Tho revised cl.n..ir.UJ arc 
f.jtill und r corud.dsra.t.. ur lates · "·orm.:t n is t~iat t r - nda-
tions of a special ela:iaa co ttae t' t · ·istsn hac Got up are oot l:ila;;J.3 
to be re· dy fo -sid r8tion until -~ r June . ~- hu .rm ~-rang - ant 
with tho &.oerot:~UY or - tey _, lat.' cl. I: e u.rcea ( !r. tTo:farey), to .:1! 

t&'la co~tteo will report, that wen too e· · •tte~ 'a r ec oondation.s beeo 
av.:d .. la la, t..~ Oo ~"'"nt ,.rlJ~ consnlt ' tt~1 th J~ rl..."rl.o rater ( ili)_, with 
the i.>"'ltention that tho con · ·ttee • o :rec~tiono accomp<ltlied by he 
Administrator's view would thon be put to ths P l i s·tan Cabinet. It is 
like:cy, in viet of t..'f:l.e ~gnitnde of too ela:tns - be i'oroign cxcblttlgo-e<.•-
ponent Wlts to about $16 million - that the Govel"llm8llt 'a poeition on this 
will be taken bT President Bbntto personalJ¥. 

b) A 'Bank position' on the claims has not been taken other than 
that eet out in Hr. Cargill's le'tter to 11r. I. A. Khan, datad July 111 19 .. /21 
which indic:tted a 1h81ldS off' D:!..."l.l( attitud end left it Up to Pakistan to 
determine uhsther and to what extent t.'Nt claims uld be t. and asked th 
to let us know what they proposed to do. Pakistan has a variety of opt:tona 
to choose troa. Consintient with Mr. Cargill •s· letter, it had been our 
:1ntontion to let the Paklst.a!l sn thorl Ues firat reach t.t ir conclusions~ 
and then to determine wether the Bank considered them reasonable. HOWTer, 
some prelJ.mirt..ary 1«>rk has been done. On tho l.ogal is5Uea1 Jfr. Sella has set 
out his opinion in his memorandum dated A;lril 18 attach:ld a in short th~t 
consideration ot the cltlim reets leas on an interpretat1on or t.he contrttet 
t.'wl on e. judgement ther it vm.ld be prudent, snd ro~eonable, to ·at~~t 
to .Mgot:!ate a settlement, rather th!lll to run tha risk that_ rote nc~t or ~.._ 
ol.aima to erbitrnt:t.on, or to the eourt:!S, ight nsult in a more 8'J.batanti 1 
a--~. J.gninst the possibUity that Pakistan doee decide to negotiate a 
settlement, w asked Gibb to evaluate tho claims. U. expect to receive 
tbsir report next '· , but in their lateet (January 1973) rev1s1-9n o~ · 
costs ot the project they allowed for the rerulte of their evaluat1Dn and 
1nelud d $12.2 million as tbe fo ~ excha.nooe ccst.a or a sattltmont . 
have .lrea i ..... n : .. · •ier"~Am :Jot · cc~·-.... ~ :.. 0:1 fn - -l irLC...,.c . u.;..a as in .. u~ 
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U• Apart trom Pakiat.an, the other parties to the ttDF Agree.mt are 
explicitly relieved of tJ:r3 obligation to aa.cl!e suppl.ementatT ccntributiona 
to the fund. 1 Administrator •o 1'ormal obligations to an end 'NhCl the 
TJroject is .finhbed or wbsn tho tunds run out. Blt lf!l do have an obljgation 
to notit;y the partieo when it 11ppes.re l:1keq that tbe tunda e.Ta:Uable will 
be inadequate to complete tm project. n. action TJV iaago is a clll.l 
tor supplemsntaey contribut1oM f:ratt "their"' Oovermtents - ?rnnce~ O.rmml7, 
Italy - snd this seems the le . st unpromising line tD ptlr6tl (unlsw w 
villi.'lg to cons1Eiar a nupplemant.ttey ~Jlk/ID_-' contribution) should the need 
arise. But I sugr; at it vould bo premattu-o to consider doin"" this before 
Pakistan bas reacncd eenelusiona en 'th cla:bns end it baa beCOlM clearer 
than it is no that the funds .avail.e.ble re inadequate to meet the cltrllla 
on thea. Th ru~e eoats of aettlin3 these clair.ta, 1t Oibb's asaeasinen'\ -
$4.2 Ulion equivnlent - were tbt 'basis ot a ttl~, would DOt raiae a 
serious probl ; the bone of contention would be that tbe propoae4 ftPH 
aettl t lJOUld be a sall proportion ot the total cla1lu. 
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Mr. 'Y.Ul - l -

S. I hope Qib'b 's trVt1lus.t1m of the cl~. 
to co t bofore I l.Qa e on eoion. H not, 
Oibb lWhm I o:n in wndon e..nd sexn c~ t 
l ik q to bo ~ last call on the Jute ~d.ssion 
call in at IsL~~d on · v::t3 back, it dev lop 
tbia wuld be usehl and opport:ane. 

Attachments 

April 191 1973 

· .... ll nrrl i.'Yl til' tor 
Till co lleot a co;v tron 
~r . .. lc3~;- • ·rc,-o is 

ut mi - June . I could 
t j.n tho meantilla 1ndica te . · 

Cleared with & cca Maean. ~ (paragraphS added after clea.rence) 

CGMe'!Ja)th :ccs 

co' Meaara. Cargill 
Wainer 
Cas eon 
Collier 
Pichler 



TO: 

FROM: 

SUBJECT: 

IN TERNATIONAL DEVELOPMENT 
ASSOCIATION 

INTERNATION~L BANK FOR 
HECONSTRUCTION AND DEVELOPMENT 

- - - - ·-------- ·-- -·- -- ~ 

f"'TERNATICINAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. C.G. Melmoth, South Asia Department DATE: April 18, 1.973 

Piero Sella, Legal Department ~ 
Pakistan: Tarbela- Contractor's Special Claims 

Since your January 5, 1973 memorandum on the same subject, I have 
been intermittently giving some thought to your question as to what 
the Administrator's position ought to be on the legal issues referred to 
in paragraph 3 of your memorandum. 

Under the Tarbela Fund Agreement the duty of the Administrator, 
in respect of the TJV contract, at this point, is limited to ensuring 
that the cost of ·the services under the contract financed out of the Fund 
is not unreasonable (Section 6.03 of the Fund Agreement), in the light 
of Pakistan's obligation to carry out the Tarbela Project with due diligence 
and efficiency in accordance with sound engineering and financial practices. 
To the extent that the resources of the Fund are insufficient to meet all 
costsof the Project, the Administrator has the further duty promptly to 
notify Pakistan and the other contributing governments of the expected 
shortfall. 

From the information \ve have received, it appears that the sp~cial 
. claims qf the TJV are based partly on the contract with \-JAPDA directly 
and par tlly on grounds of fairness, equity and changed circumstances which 
may or may not be brought under the contractual relationship between TJV 
and WAPDA. 

At this point in time, the two parties seem to be still undecided · 
whether to discuss the claims primarily on contractual grounds or not; . 
should the discussions fail to lead to an understanding, we can expect 
TJV to pursue its claims through the engineer, who is likely to disall~w 
them as being outside the contract, and later through arbitration. In 
arbitration TJV will attempt to claim under the contract, but will argu.e 
that their contractual rights go well beyond the wording of the contract 
as we know it. 

It is not possible for me and my colleagues to make even an educated 
guess as to how an arbitral tribunal of the ICC, applying Pakistani law to ·the 
contract, would determine the final respective rights and obligations of 
the parties in the circumstances alleged as a justification for the special 
claims. 

All I can say at this point is that, given these circumstances, the 
Administrator would, in my opinion, be entitled and bound to disburse from the 
Fu_11.d, if resources are available, any amount awarde_d. by the arbitral tribunal 
and almost any amount agreed between WAPDA and TJV .by way of settlement of the 
special claims. 
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The reason for my op1.n~on is that events that have occurred in 
Pakistan in particular, and in the business world in general, since 
the award of the· contract would make the cost of practically any · 
settlement agreed between the parties not unreasonable, in the absence 
of collusion or complete arbitrariness. 

If that opinion is accepted, then the question for the Administrator 
becomes merely one of tactics or, in terms of the Fund Agreement, one 
concerning the Administrator's duty to cooperate fully with Pakistan to 
assure that the purposes of the Fund Agreement will be accomplished, 
viz. the completeion of the Tarbela Project with the resources available 
in the Fund. 

In that respect, the Administrator should review with its consultants -
and has already done in part - the factual justification adduced by TJV 
to support its claims and convey to WAPDA any factual inaccuracies or contradictions 
it finds, as well as furnish WAPDA whatever other relevant information, based 
on other works, it can properly provide. 

WAPDA would thus be better prepared to analyse the risks involved in a 
total or partial rejection of the special claims and to discuss with TJV 
a reasonable settlement, if one is at all possible. 

I regret that my connnents had to be somewhat lengthy and tor·tuous and 
do not provide a clear answer to your question, but I do not believe that 
at this time I can provide one. 

With particular reference to paragraph 3(.c) of your memorandum, I think 
WAPDA could engage in a bargaining discussion with TJV "without prejudice", 
by appropriate stipulations with TJV. This is often the practice in many 
countries and counsel for WAPDA (or the Government) could arrange for such 
stipulation. 

cc: Hr. Arnold - Asia Projects 
Mr. Beach " 
Mr. Casson - Controller's 
Mr. Poncia - Legal 

-----
.. --
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TO: Mr. Mervin Weiner DATE~ April 3, 1973 

FROM: B. Cha~:net ('l~ ~.'1'1~ 
f ~/ SUBJECT: Conversation in Paris with Mr. Lebel about Tarbela G ·w . 

Upon my last visit to Paris, Messrs. Lebel and Gonon asked 
to see me about Tarbela. Although the Paris office had mentioned 
that I was no longer involved in !arbela, I agreed to see them 
because both are former associates in consortia of various kinds 
during my industrial days. Mr. Lebel was the Director General of 
CITRA until he lost his position because of the changes which 
occurred last year in the Schneider empire; he is now working as 
a consultant for the SGE (Societe Generale d'Entreprise) on Tarbela 
and it is in this capacity that last year he accompanied Mr. Lodigiani 
to the Bank. 

Mr. Lebel was accompanied by Hr. Gonon who used to be and may 
still be President of GT}1 (Grands Travaux de Harseille). Mr. Gonon 
explained that he is presently the Director of CCE, the French ·con
sortium made up of the four or five largest contracting firms who 
share risks and pool equipment in overseas ventures. 

Mr~ Lebel wanted to express the great concern of the contractors 
that the Indus Fund will run out of money and will therefore be un~ble 
to pay the Tarbela consortium for the claims they have tabled and they 
were considering an approach to Mr. M~Namara. 

. 
I discouraged them from doing so and told ~hem that such matters 

should be discussed with the Pakistan authorities in the first instance, 
while keeping the Bank informed through Sir Alexander Gibbs. 

I explained that Mr. Cargill was responsible for mobilizing the 
funds required for the execution of the Indus works and they could if 
they wished to do so use the occasion of one of his passages through 
Paris to discuss thei.r concern with him • 

. . .... . . 
/ 

c.c.--Mr. Cargill, Mr. van Gent, 
Mr. Lithgow, Mr. Carriere 

,---

BChadenet:pgn .:: 

.. . I 

l · ""' 
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MEMORANDUM FOR THE RECORD 

Visit by Mr. Enrico Cuccia, President of Mediobanca, Tuesday, January 30. 1973 · 

Mr. Cuccia started by sayi?g that Mr. Carli h~d asked him to go to 
Washington to explain a proposal to Mr. McNamara. By way of background he told 
of the history of Mediobanca, which had initially been an Italian state-owned 
enterprise and now was owned one-third by the Bank of Italy and two-thirds by 
the public. Mr. Carli had expressed a desire to be more involved in African 
development affairs and had asked Mediobanca to act as a vehicle for investments 
there. Mr. Cuccia told of several investments which Mediobanca had made: the 
Dar es Salaam-Lusaka pipeline; a refinery in Zambia; and the Kilimanjaro airport. 
The bank has not gone into large projects, since it could not assume great risks 
without competent local partners which were hard to find. The pipeline financing 
had been backed by the guarantee of the Zambian Government. However, Mr. Carli 
and he felt that Africa~s problems . do not lie in 'industrialization but in agri
culture. Hence, as the World Bank was the only institution which has done con
siderable in African agriculture, he proposed that the World Bank and Mediobanca 
together study and finance agricultural projects in Africa with prospects for 
profitable · ·returns. He would propose to begin by studying the prospect.s in Zambia 
and mentioned also Nigeria, Liberia, Ivory Coast as possibilities. 

Mr. McNamara said he was skeptical but ·that he would review the program 
of agricultural projects envisaged for FY74-FY76 in order to see if any projects 
w.ere suitable. He understo.od well Mr. Cuccia's profit motive but wished to point 
out that the World Bank looks at the return to the nation which had averaged some 
19% for World Bank financed projects in the last few years. It is difficult to 
ensure that the benefits are split in such ' a fashion as to provide a reasonable 
return to a private investor. As an example, he mentioned the dam where payments 
from water charges would not bring a greater ·return than perhaps 5%. This would 
constitute some 95% of the Bank's projects, while a much small~r category con
sisted of more commercially oriented agricultural projects, such as IFC invest
ments in Iran. 

Mr. Cuccia mentioned that Mediobanca's lending could possibly be . on con
cessionary terms, since it would have assistance from the Italian Government and 
that it· could be for 12-15 years. 

Mr. McNamara asked Mr. Cuccia to spell out the elements of his proposal 
to allow further ·consideration within the Bank. 

AL 
February 1, 1973 
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~~t Febl'lla.ry, 1973 · . . 

Dea.r: l(r. I~oNama.ra, . r 

I 
I would first pf all like to thank you once again 

for allowing me to take up some of your valuable time the other day. 

As agreed, ·I am now writing to. summarize the points 
I outlined to . you during our meeting.· 

Me<Uobanca is convinced ~ and I feel you are too -
that economic growth in African countries essentially hinges on 
agriculture • . However, except for one particular case I mentioned to 
_you, in nearly twenty years of diverse operations in a variety of 
African countries, Mediobanca has hitherto restricted its financing 
and investment to commerce and industry in the belief that the 
complexities posed by agricultural .ventures in terms of size, politi
cal implications and time needed to complete projects of any signifi
cance make it extremely difficult to assess . the risks involved in 
this field. 

We have recently received a suggestion· from an 
authora~ive source to investigate the feasibility-o f gradually 
extending our operations in Africa on a more coordinated basis, and - -- ... -- ---=----= :.:=::;;;.. -- - . 

have reached the con clusion that any plans in this direction should 
· provide for: 

_a) the promotion of an international Consortium formed by African 
organizations and Western institutions and companies which ~ould 
come together to work out development projects for African countries , 
principally in the agricultural field. Participants in this Consor
tium would only commit themselves to provi~ing fUnds and commercial 
assistance for any given project if in their view it deserved 
support in the sense of being potentially capa.bl·e of producing the 
income needed to serVice loans provided by all or some of the 
participants in the Consortium; 

7 (b) the Governments of the countries concerned would provide full 
guarantees and incur full liability for the financing of igi1cul tural 

- I 

proj-ects, as is now the case with industrial ventures. 
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In my opinion, a aoh,me of this k~nQ. oa.lls for a.n under-

standing with the World Bank to seleo1 from BJllongat the proj~ots studied . 
by it those which might lend themselves to ·.investigation by such a 
Consortium in the agricultural field. /This would be of fundamental 
importance in view of the vital r8le played ·by the World Bank in the 
economic development of Africa and also because plans of this kind would · 

I . 

have to be envisioned·within the :broader perspective that only the World 
:Bank can have. · 

As I indicated to yo'ij.~ I am ·entirely at your disposal 
for a;ny further .steps you feel it might be ap;propri~te for us to take 
at this end. 

. With renewed thanks and beat rega.rds, .... __, 

Mr. Robert s. MCNAMARA 
President & Chairman 

Yours sincerely, · 

~vo/0\ 
. ----:----... . 

International· Bank for Reconstruction · and . 
Development • 

WASHINGTON DC.2Q433 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK F~R I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION · 

OFFICE MEt0..~g~NDUM. 
TO: Mr. J. Burke Kna~~,(h . : '·. I DATE. March 9, 1973 

FROM: William So Gaud /fl / .. .. I , . 
-SUBJECT: Med iobanca - S I Fl DA LAAD J · ~ -

Following up our conversation at lunch yesterday, checked into 
the question of what IFC knows about Mediobanca. It turns out to be a 
very substantial organization with assets of some $2.5 bill ion. I am 
told that the Banca Commerciale lt.al iana, Banco di Roma, Lazards, 
Berliner Handelsgesellschaft and a number of · other substantial European 
banks a.re among its shareholders. Attached is its Annual Report for the 
fiscal year ending June 30,· 1971, ·which is the latest report on hand in 
our Library. 

Mediobanca was one of the original shareholders of the International 
Investment Corporation for Yugoslavia and also of SIFIDA. IFC is also a 
shareholder in these two institution·s, and, as far as I have been able to 
find out thus far, there are no other transactions in which .we and 
Mediobanca have been involved together. 

You asked whether SIFIOA could invest · in agricultural projects. 
From a look a·t its Charter it would certainly seem . to me that it could 
do so. The Charter is written in very broad language, and seems to me 
to conform fully with the statement in SIFIDA's Private Placement Memo· 
randum that the company was. being formed 11 to identify opportunities for 
profitable private venture capital in Africa and to promote and participate 
in their real ization11 -- ·all with the objective in mind of having inter• 
national private enterprise play a role in the economic development of 
Africa. · · 

I am afraid there is no one here in IFC who can give you much 
information on the · Latin American Agribusiness Development Corporatio.n 
(LAAD). However, 1 am attaching an article · on it which appeared in 
Business Latin America for October 19, 1972. That article 1 ists the 
stockholders and describes some of LAAD's operations~ As you will see; 
I was wrong about Adela having no official connection with LAAD, for 
Adela is one of the . 13 shareholders. 

, 
The only person I know who can really fill you in on LAAD is Bob 

Ross (formerly with Adela) now with LAAD at .100 N. Biscayne Boulevard, 
Suite 901, Miami, Florida 33132 (telephone: (305) 371-6414l. 

I would appreciate it if you would return the Mediobanca Annual 
Report to the IFC Library when you are finished with it, as it is our 
only copy. 

Attachments 

•, I 



Dr. &."lrico Cuccia 
Amm:lnistratore Delegato Bru1c·a di 

Crcdito Pinanziario 
ia Filiodrammatic i 1-!o . 10 

Hilan , Italy. 

Dear Dr. Cuccia: 

APR 3 0 1973 

I should like to thank yo~ for your letter of February 1, 1973 
pre enting certain ideas which you had mentioned to me during our meeting 
on January 30 • 

.After reviewing your lett<;;!r lrrith some of our officers concerned 
uith African affairs it seems to me tl at if ) t~diohanca, or son::~ intc t :::
tional consortium formed by it, desireo to contri.bute to the f:i. 1ancinr; of 
a~ricultural dt~ve.lop1nent projects in African countries, t her e ·uoulci he r~al 
possibilities for collaboration llith t he \·Jorld Bank Group • s prop·ram in t.Lis 
field . However, I still fi1'\d it a little difficult to dc~fine exnctly hm.' 
this collaboration might be worked out until 't-te know more concrete details 
about your plans . . . 

In general, it seems to us t hat we might be ahle to collahoratc 
I , .. 

on two rather different ·.)Ypaa of ap.ricultural projects: 

1 . Commercial plantation or procesoirl~ enterprises airH~ t at 
developing production fot· export marl".ets and yield. in .. 
foreign exchange revenues which could be used to service 
external investments; and 

2 . Hora general agricul.tnral ·dcvelopnit~n.t projects !ipon::;orcd 
by governments and lac"·.ing the directly sel.f-liqui<lating 
characteristics of t he first categori. 

11.1ese types nre of course not n1utually nxclur.:i VH 

and there might ba investncnt proposals falling betw~cn 
them. ~· 

l.Jith regard to the first c a t egory , it is quite possib le that i n 
the course of our work in the African countries we '\•rill fi nd projects 7 ich 
t11ight be 1 an.dled on a cm~rcial bnsis , perhaps "rith ttL(;~ partici,i>at:i.on of 
the Intarnational Finance Corporation if tha sponsorship is privnte. We ,,•ould 
be glad . to cnli such cases to your attenti.on in cas~ you or your co sortium 
t~ere interested in participating in t "'wir financine . I should think it 
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possible that many, if not most, : of these projects could he handled '4-lithout 
the provision of guarantees from tl e Governme.nts concerned. They migh t also 
be suitable for _consideration by SIFI A, of ~hicl1 I note you are a member. 

Fc;>r projects in tle second catef!ory, it might be posAible to enlist 
your participation in financing being orgnnize<l by tl.e World Eank or I~>A for 
whic.. Governments \;.rould be the borro-v1ers or guarantors and for \vl ich co'" c cs-

. sicnal tenns of finance might be required. Although the point is not ~(!ntioned 
in your letter, I understood from our conversation that ' fediotartca' s lcndinR 
might be assisted by the Italian Govarnment and migl1t, therefore, be on con
cessionary tern,s . 

After you have given further thougl t to tltis matter. and if you 
wish to explore more concretely the possibilities of collaboration 1ith t }e 
Horld Bank Group in African agriculture, I t1ould l1ope ·that you ndght · e a le 
to send one of your officers to Washington to liscuso the cuoject 11t h our 
Regional offices concerned with African affairs . t.!e have three such Offices; 
one dealing with Western Africa, one ~t:rith r::astern Africa (including S\\c'h 
countries as Zaire and Zambia) and one for the. . tediterranean re gion, inclu lng 
the r,1aghreb count ries and Egypt . I am keeping these offices informed of our 
correspondence and I am sure t at . tl~ey . will .. be able to receive your represent-
atives at any tima . · : 

Gaud 
~: Messrs./ Bell 

JBKnapp:vm 

Benjenk 
Baum 
Chaufournier 
Yudelman 

Sincerely, 
I 

(S-igned) Robe rt S. McNamara 

Robert s. NcNamara 



MEMORANDUM FOR THE RECORD 

Visit of Sn. Mendes, April 30, 1973 

Sn. Mendes mentioned that he was a member of the Pontifical Commission on 
Justice and Peace, a 16-member body of which Lady Jackson is also a m~mber. He 
complimented Mr. McNamara on his speeches during 1972 and mentioned especially that 
The Vatican had taken his words in Santiago into account. The Church needs a 
scientific underpinning for its policies in poverty and other fields. Mr. McNamara's 
moral stand on income distribution had been very important and The Church would 
like to partake in the technical background. In fact Sn. Mendes said that the 

. speeches by The Vatican at Santiago · and Stockholm closely f~llowed Mr. McNamara's 
thoughts. He feels that The Church needs more technical competence in statistical 
background material, particularly for a study of the population problem. He em
phasized, however, that The Church should not be forced into a position rapidly on 
this issue, not even perhaps for the Population Year 1974. 

Sn. Mendes had spoken to the General Secretary of the Pontifical Commission 
who had agreed with him, as had others, that a meeting this year between Mr. McNamara 
and The Pope would be a very important and useful event. It would provide an avenue 
for support of Bank activities by The Vatican, an exchange of information and ideas, 
avoiding the bureaucracy of The Holy See. The Pope does not make invitations (after 
the unfortunate experience with the meeting with Golda Meir) but Sn. Mendes asked 
Mr. McNamara's reaction. He emphasized again how important he felt that the income 
distribution issue may be to provide an enlargement of The Church philosophy which 
by implication could further the cause of realistic thinking on population. 

Sn. Mendes saw mainly three effects of Mr. McNamara's meeting with The Pope. 
First would be a symbolic value of making the two institutions approach each other, 
mainly to stop a process of hardening of positions- in The Church. Secondly concerns 
for the issue~ of income distribution, environment . a·nd population could be broadened 
and spread into other organizations related to The Church. Thirdly there may be a 
possibility to .achieve a common stand on the issue of income distribution which had 
contributed so much to creating a discussion in countries such as Brazil, -which had 
previously ignored the problem. 

Sn. Mendes said that he had had very fruitful discussions with the Bank's 
staff, particularly Mr. Baldwin. 

Mr. McNamara said that he would be willing to go to The Vatican even if it 
meant a special trip. He suggested a time either before or after tbe Bank's Annua;I. 
Meeting. To achieve a symbolic value, the visit would need some planning. He em- . 
phasized the importance of The Church as an institution and said that The Church, by 
opposing population work,' had weakened itself in other fields. Another possibility 

.would be to schedule the visit some time in November. He asked Sn. Mendes how the 
question should be handled. 

Sn. Mendes said he would speak to the General Secretary and ~pressed en
thusiasm at a September date when many of the people of importance in The Church would 
be present in ·The Vatican. He even suggested Mr. McNamara addressing a group there. 

Mr. McNamara suggested that Sn. Mendes speak to .or read some of the works of 
Mr. Roy Jenkins, who had expressed well the ideas of the 1970s as a decade of inequality. 
Mr. McNamara mentioned the example of an agricultural project in Yemen, a country where 
infant mortality is 50% and life expectancy somewhere 30 and 40 years. 

Sn. Mendes returned again to the hope that the Bank could help The Vatican 
to rationalize its approach to the issues discussed. He mentioned the idea that the 
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Bank might issue a "Limits to Growth" statement on ecology and hoped that the 
cooperation could lead to mutually supporting statements at a future UNCTAD IV. 

It was agreed that Sn. Mendes would write either to Mr. McNamara direct 
or t'o Mr. Stern, suggesting a plan for ·the visit and future cooperation. 

AL 
May 7, 1973 
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