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TO: 

FROM: 

SUBJECT: 

h ~OI2-11b 
INTERNATIONAL DEVELOPME~ 

ASSOCIATION 
INTERNATIONAL BANK FOR I ·' .tTERNATIONAL FINANCE 

RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 8 
Mr. Robert S. McNamara DATE: 

M.M. Islam 

PAKISTAN: Amendments to the Credit Documents for Credit 
No. 177-PAK for Industrial Development Bank 

of Pakistan 

I intended to make a statement at the Board meeting today on the 
above subject. The point I wanted to raise is given in the attached note. 
Since, however, this affects my country and it is not customary for any 
Director to raise a point affecting his own country, I refrained from 
making the statement. I also did not want to put words in some other 
Director's mouth. 

Instead, I thought of addressing this note to you personally. I 
shall be o~liged if you could kindly respond to this query which I 
would like to pass on to my government for their information. 

Attachment 

- ' 



PAKISTAN: Amendment s co the Credit Do cuments for Cr edit 
No. l77 ,-PAK f r I ndu strial Dev elopment Bank 

of Pakistan 

The proposa l before us seems to be to react~vate an old 

credit to IDBP and to au thorize the unspent or unallocated 

balance of $10 million appr oximately out of a total of $20 

million which was t he original credit . Apparently this credit 

was sanctioned in t he con t ext of Pakis t an when East Pakistan 

was one of the t\AlO wings and the intention of the credit was 

to meet the needs for industrialization of both the wings of 

the country. 

IDA credits fo r pro jects physically located in East 

Pakis t an have been revalidated and separate agre ements signed 

with Bangladesh . But i n r espec t f joint credits/loans like 

the pre sent on e where the intention wa s t o benef i t both wings 

of the country we "i;1ould l ike to knovl exac tly wha t has been 

the policy of the Bank with r e gard to r eva. l i da t i on or r e -

allocation where the operatiGn of credits /10a.ns ,,,ere no t 

suspended . Is this t he policy of the B2nk to author i ze the 

ulls p?--n t balance t o be s pent in Pak tst8:!.1? \vould it not be 

proper or l ogi cal tha t a portion of the unspent credits/loans 

be renegot i a ted with Bangladesh? 



It <to /2-- fils- . 
. BANQUE AFRICAINE DE DEVELOPPEMENT 

AFRICAN DEVELOPMENT BANK 

AORESSE T~LI!:GRAPHIQUE 

AFDEV ABID..JAN 

TELEPHONE 256 -60 

TELEX 717 

Dear Mr. McNamara, 

REFERENCE 

DATE 

Thank you for your letter of October 31st, regarding the 
desirability of having consultations between our two institutions at an 
early date. Unfortunately, I am not able to accept your kind invitation 
to come to Washington next month but would suggest a visit starting 
January 28th, 1974. If that date is agreeable to you, I will come to 
Washington accompanied by a small number of my senior staff for 
comprehensive consultations covering all aspects of possible collaboration 
to help us achieve our expanded programme for ADB and ADF. 

My staff have recently held preparatory meetings with your 
Permanent Mission in Abidjan, and I am asking them to arrange for 
similar meetings with your Permanent Mission in Nairobi before the 
end of the year. 

I am looking · forward to hearing from you at an early date so 
that I may be able to firm up my travel plans accordingly. 

With kind regards. 

Mr. Robert S. McNamara, 
President, 
International Bank for Reconstruction 

and Development, 
WASHINGTON D.Co 

Yours sincerely, 
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For Mr . McNamara's office 

APR 2 5 1973 

(SIgned) Robert s. ~'cNamar~ 

I 



APR 2 1973 

{Slgnedr "Robert s. ~i1cNamara 



pEe 7 1970 

. ( igned) Robert S. McNamara 

. December 4, 1970 ( V 



Copy for President's Office 

UN 11 

,(Stgned) Robert S. McNamara: 

Clear· with _ ce •• rs. 
c,c.H t' • 11 ry 



MEMORANDUM FOR THE RECORD 

Mr. McNamara t • 

~!:?pm nt Bank, 

June 4, 1969 

r8. Shoa1b, Mamoun B h iry, Pre 1d nt of the African 
• Gardiner, Exeeut1ve S cr.ta~ of EC~, _~~~~? 1969 

Mr. c r w lcomed l{ ssrs. Beh iry and Gardiner to th B nk and asked 
about t lending progr of the African eve10p nt Bank. In r ponse r. Behe1ry 
explained that total commitments amount d to about $10 million nd were exp cted to 
go up to a tot 1 of $30 1l1ion by th b ginnin of n xt year. 1r. Beheiry added 
that th rate of commitment ad to b lowed down becau e of t e uncertain prospect 
of repl ni 1 in B fund Qnd th competition 1n Afric for good projects among 
bilateral nd international (excluding the World Bank) aid iv rs. Referring to 
th latter argument, Mr. Mc amara pointed out t at he would b happy to turn over 
to ADB for financing s many project a ADB could ffectively handl. Meser. 
Beheiry and G rdiner concurr d with Mr. lC amara'< evaluation that Africa could 
effectively b orb more capital. 

Turning to another subject, Mr. Ic ar wh ther ADB was etting 
sufficient coop r tion from th Worl B nk. tlr . Bheiry replied that coop ration 
between ADB and IBRD h d much improved, although he could not ay he was always 
getting every cooper tion h wis d. h n r. c ra a ked r. Beheiry for par-
ticular su gestions to further i prov relations b tween th two organiz tions, Mr. 
Beheiry did not co nt other than to ay that he was "quit happy th way thing 
were oing. 1I 

Aft r a short pau e, Mr. cNam r explained that the World Bank h d sub­
stantially xp nded its operations in Africa nd made appropriate organizational 
changes. As r suIt lending to Africa had go e up v ry rapidly this year and was 
expected to continu to incr ase. lfr . Beheiry felt this w s a v ry ncouraging 
sign indeed. Mr. Me amara a180 empha iz d increased ank Group 1 nding for edue -
tion and agr1cultur and both {essrs. Beheiry d Gardiner agr ad with th impor­
tance of education. They also a re d t at it was difficult to d termine the type 
of education n d d p rticularly in Afric. Mr. B heiry pointed to th dangers of 
whit -collar un ploym nt which was preadin rapidly all ov r Africa. To Siv an 
example, a country lik Sudan h d xport d 750 teachers to Saudi abi and anoth r 

< 500 teachers to Liby • 

Mr. cNamara th n asked his vi itors for sugg stions to what else th 
Bank could usefully do in Africa. Mr. Gardiner felt that on hould start with some 
of the regional tr portation project re ulting fro the rec nt review of the 350 
transport stud! s un rtaken 0 far in Africa. Similarly, th Bank could us fully 
handle projects resulting from the t 1 communications study at pre nt being under­
taken. Mr. Gardiner felt that the meetings b twe n UNDP, lBRD, EeA nd ADB wer 
useful in avoiding duplication of studi Hop fully, African countri would also 
b gin to allocate resources in th indu trial field in a more fficient anner. He 
~ealize~ howey r, that industrialization poliei 8 wase a highly s naitive issue in 
Africa. Mr. B h iry nsed growing "economic maturity" among African leaders. 

Mr. McNamara conclud d the meeting by xpr ssin th hop t at Mr. Beh iry 
and Mr. Gardiner ould feel free to draw to his person 1 att ntion area wh re the 
Bank could improv ita contribution to African development. 

cc: J.1r. Sho ib 
l.r. C ufourn1er 
Mr. 1 ry 

Rain r B. Steckhan 



FoRM No. 57 INTERNATIONAL DE VEL _NT I INTERNATIONAL BANK FOR 
ASSOCIATION _____., RECONSTRUCTION AND DEVELOPMENT'-r 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: 11r. Robert s. McNamara DATE: April 20, 1970 

FROM: A. G. El hlnary '1~ 
SUBJECT: Cooperation bet1-veen IBRD and ADB 

In a private meeting in Abidj an }tro Labidi, Acting President of ADB, 
told me that he and the Board of ADB felt that the relations between IBRD 
~d their bank had been very frigid . They understand that IBRD was not 
to blame. He said that he had read their files on that matter and he 
understood how the coolness in the relations had developedo However, he 
would like the World Bank not to take the past as an indication for the 
present or the future . He added that the ADB Board and himself feel that 
they need the cooperation and the help of the World Bank. He said that 
they lack the experience and are only beginners in the field of develop­
ment investment, and in a small way. They would like to go into projects 
that would require joint financing from both institutions. One of the 
main reasons is that they would like their officers to join our appraisal 
missions and work under our guidance and thus get trained in the field . 
The same thing applies to the supervision missions o As to the economic 
missions, }tr. Labidi said that so far ADB has not many economists but when 
these are available he would like to send an economist on some of our 
missions in Africa to be one of the team under the leadership of the Bank 
mission head. 

He requested that the Bank lend to them a good financial analyst . He 
said that he knew that the 1rJorld Bank needs all its staff members and 
particularly in these days, but nevertheless he repeatedly requested the 
Bank 1 s help in this respect . They need a good financial analyst for one 
or two years, particularly to train their young officers . 

/ 

He said that meanwhile he. pould like to send two categories of offi ers 
to the Bank, the first to ED!Vand the second to the Area and Projects 
Departments to be trained. Actually one name was submitted to EDI for the 
coming Agricultural Course in July of this yearo As to the second category, 
he said that he 1fould like to have the Bank • s agreement that his officers 
would work in the departments and be considered as belonging to the depart­
ment. I told him that in our meetings and correspondence with them we had 
suggested the EDI courses; also we had agreed to train in the Baru~ one ADB 
officer at a time . He was asking if we could accorronodate two at a time for 
a period of six months to a year. I told him that I would have to find out . 1; 

He asked if it would be convenient for you to see him in the near future . ~ 
He would be prepared to come over and explain to you the situation of ADB and ;1('. 

their desire to collaborate fully with the Bank. I told him that I Has not ~ '-1 
sure that this would be the best time for a meeting . I explained to him that ~ ~ 
until the end of July you would be busy with the budget, the third IDA replen- UL(r 
ishment, the annual report and the many projects that are scheduled for Board I ·~ 
presentation. I suggested that sometime after our Annual Meeting , towards 
the end of October or during November» would be a better time . In giving 



Mr. Robert ~. NcNamara - 2 - April 20, 1970 

this reply I had in mind that by then the ADB would have had its annual 
meeting when its Board of Governors would elect the new President. 
However, if you would like to see Mr. Labidi during the coming weeks I 
am sure he would be prepared to come on short notice. 

Mr. Labidi is Tunisian, is one of the four ADB Vice-Presidents and 
was chosen by the Board to act as President. He is one of the four 
candidates, so far, for the presidency; the other three are Dr. Kaissouni 
of U.A.R., Mr. Negre of Mali and Mr. Vincent, the Nigerian Vice-President 
of ADB. 

In conclusion, I found that the atmosphere among the management of 
ADB and its executive directors has changed a good deal . They talk more 
realistically than they did in the past. Some of them go as far as saying 
that they would be prepared to modify the Charter of ADB to allow non-African 
countries to participate in its equity capital. They realize that unless 
they get soft money the ADB will always be in trouble; and some of them say 
that if the participation of non-Africans in the equity capital and their 
representation on the Board are the necessary conditions for getting soft 
funds they would be prepared to agree to do it, although this would mean 
another two years' delay, the time required to get the Charter modified and 
the modifications rectified. 

Going back to the cooperation between the two institutions, my recommen- A ~ 
dation is that we should go out of our way to help ADB in any way we can. ~ 
This is an institution worth maintaining for the good of Africa. 
If it became active it would be a good instrument for getting the small 
African countries together. In fact, the modest work they did in trying 
to form a community of Ghana and the Entente countries promises some results 
in the near future that are bound to be beneficial to the six countries and 
it may form a nucleus for a bigger group . f:l/ S: . ~t w ~~ . , ,..,..... 

~ _,~ ~ ·-·~ 
cc: Messrs. Knapp 

Aldewereld 
Demuth 
Friedman 
Shoaib 
Cope 

cc: Messrs. Benjenk ~~J?' 
Chaufournier 
Krishnas1r1amy 
Lejeune 
de V:i.lde 
Engelmann 



cc. Mr . McNamara's office 

EP 1 1976 

.'( ·jgned) 
cNamar~ 

• lfc:J ....... 
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INTER NATIO NAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INTERNATI ONAL DEVELOPMENT ASSOCIATION 

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

O F FIC E O F T HE PRESIDENT 

APR 3 1974 

Dear Mr. Labidi: 

Thank you for your letter of January 30, 1974 
(Ref: ORG 3/1 obs), inviting me to attend the Tenth 
Annual Meeting of the Board of Governors of the 
African Development Bank and the First Annual Meeting 
of the African Development Fund, to be held in Rabat 
from July 1 to 6, 1974. 

I do not expect to be in a position to travel to 
Morocco on those dates. I am therefore nominating 
Mr. Roger Chaufournier, Regional Vice President, 
Western Africa, to represent the World Bank Group at 
the Annual Meetings in Rabat. 

I extend to you my best wishes for a successful 
session. 

African Development Bank 
B.P. No. 1387 Abidjan 
Ivory Coast 

Sincerely, 



• 

• 

• 



December 6. 1973 

Dear Mr. President: 

Thank you for your letter of November 12 
which arrived when I was travelling in Asia. I 
very much regret to say that again it seems to be 
aifficult to find a mutually convenient time for 
a meeting whicil I consider very important. Hy 
problem is that I have a long-standing commitment 
to visit a number, of countries in Eastern Asia 
and the Pacific during the latter half of January 
and early February 1974. ~ plan to return to 
lfJashington about February 5, and would sugges t 
any date during the remainder of the first half 
of February for our meeting. If that is not 
conven~ent, could we plan on the first ~alf ~f 
Harch. 

I very much hope that you would be able 
to corne in one or the other of ti~ese periqds. , 
~y staff and I are looking forward t 'o your visit,. 

Hr. A. Labidi 
President 
cfrican Development Bank 
B.P. No. 1387 
Abi jrul, Ivory Coast 

ALjungh:ml 

•... '-

Sincerely, 

Robert S. McNamara 

, ', 

' I " 
,.f 

, r,' 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMEN~ 

3 JI 

TO: 

:~U::b:~I:~i:::~t;1 Mr. P.N. Damry DATE: 

FROM : 

SUBJECT: INDIA: Financing of Indigenously Manufactured Tractors 
ricultural Credit Pro ects - IDA/R73-116 of No 

The following questions have been received from my Canadian 
authorities concerning the tractor component of the Agricultural Credit 
Projects covered in the subject memorandum. 

1. It is proposed that IDA resources be used to finance locally 
manufactured tractors and this is being brought forward as an amendment to 
several agricultural credit projects. The question is whether this is merely 
condoning protectionism or is it a considered policy of industrialization in 
India? Tariffs on tractors have been increased since some of these agri­
cultural credit projects were approved by the Board and it appears from 
Paragraph 12 that tariffs on tractors and parts, and price contro~are not ' very 
well articulated. Not much is said about this in the report. If IDA or IFC 
were appraising a project for the manufacture of tractors in India, these 
relevant questions would be examined to see whether this is a good use of 
resources. Are the normal standards of IDA grants being relaxed in this case 
because of the form of the proposal? 

2. Could IFC or domestic sources of finance be used instead of IDA 
financing for the local manufacture of tractors? Are the factories which 
will receive credit funds owned by the Government, local private sources or 
jointly with foreigners? 

3. What type of tractors are going to be manufactured? What about 
standardization? Where will spare parts come from? Are there licensing 
arrangements involved and if so, what is the national origin of the associates? 

4. Does part of the justification for the proposed change relate to 
the excess cost of imported tractors over those produced locally? If so, 
how has this price differential been effected by the tariffs and excise taxes 
referred to in Paragraph 8 imposed after the Gujarat, Punjab and Andra Pradesh 
projects were signed? 

5. In reference to the delay on tractor procurement, what is the exact 
status of this procurement? Have tenders been called and received? 

President has seen 



TO: 

FROM: 

SUBJECT: 

I NTERNA TI ONAL DEVELOI 
ASSOCI A TI ON 

IT I INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONif,~/2 /13 
CORPORATI ON 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

William M. Gilmartin k?,t(& 
DATE: 

Mrs. Gandhi's Economic 0 tions and Political Inhibition 

Introduction 

The theme of this note is India's difficulty in planning for 
accelerated economic growth and greater social justice in current circumstances 
of supply shortages and sluggish production, severe resource constraints, and 
inf] athw. Attention is also given to policy C;ptions for improvement of the 
~nomic situation in the near term and the political as well as economic 
complications which surround consideration of these options. 

The inhibitions which seem to beset Mrs. Gandhi and her Government in 
dealing with India's currently and chronically difficult economic problems 
appear to be strong and perhaps puzzling. While the nature of these inhibitions 
is complex, a starting point for understanding them must be India's economic 
problems themselves which are certainly formidable enough to give any Government 
or politician pause. As explained in recent Bank papers, India's economic 
situation of the last two years has been one of serious short-run adversities 
piled onto all of the longstanding obstacles to a more dynamic economy and 
better living standards. ~r harvests, power and other industrial shortages 
and unmanageable budgets and their inflatronary consequenc~ have been both 
manifestations and agjgravation of India's chronic economic disabilities - its 
harsh, unreliable and over-populated environment; slow, uneven and poorly 
distributed agricultural development; technology, administration, and 
management which does not measure up to development requirements; low saving; 
declining opportunities for import substitution; sluggish exports; and the 
prospect of rapidly mounting import requirements and deteriorating terms of 
~ 

trade. -
Current Problems 

There are a few bright spots in this rather gloomy panaroma. A very 
good Autumn harvest is predicted not only for food crops but also for 
agricultural raw materials including cotton, jute, sugar and vegetable oils. 
Exports have also been doing well and have made it possible so far to avoid 
serious inroads on reserves despite sharply increased food imports and adverse 
movements in the terms of trade. (Reserves are still equivalent to about 
five months imports). 

Furthermore, on the food front there has been a sensible reversal of 
nationalization policy with regard to trade in rice after the debaele of 
recent nationalization of the wholesale trade in wheat. Rice procurement 
prices have been substantially raised to facilitate procurement and it is 
the apparent intention of the Government to pass the increase on to consumers 



2. 

rather than further distort the lop-sided budget . Food supplies will 
nevertheless continue to be tight for at least another six months, even 
allowing for a good rice crop, the cash imports purchased this year, and 
for the recent USSR wheat loan of 2 million tons .1/ The next wheat harvest 
starting in April 1974 will, if it is favorable, provide the first opportunity 
for raising official food distribution from the current low levels (of 7 or 
800,000 tons a month compared with the need for about a million tons). The 
rebuilding of surplus food stocks used during last year's shortages will have 
to await further favorable harvests probably combined with imports . (The 
obligation to repay the USSR wheat loan in kind from 1976 will add to the 
problem of stock accumulation) . Indian food self-sufficiency thus remains 
an elusive but increasingly important goal in a world of uncertain food 
surpluses. With continuing food shortages and increased procurement prices, 
it will for the time being be difficult to hold the food price line (up by 
23 percent in the last year). 

There have also been recent favorable policy moves affecting industry . 
These have however been modest; less restrictive interpretation and adminis­
tration of existing regulations of private industry rather than marked changes 
in policy direction. The object is to give a boost to the slugiish industrial 
~ where growth has avera ed less than 5 percent fo the- five ears 
and has current y s owed even further after a brief spurt in the first half 
of last year. 

The problems of industry are manifold. They include both supply 
constraints and demand constraints - industrial activity which is curbed 
for lack of inputs of goods and services and activity which is below capacity 
for lack of sufficient demand . Supply shortaies have been widespread in 
critical requirements like steel, non-ferrous metais, cement, fertilizer 
and other chemicals, paper, vegetable oils, coal, power and transport. 
Import supplements have not been feasible, or at least available, because of 
the non-tradeable nature of some of the shortages (power arid transport in 
the short run), world-wide shortages (fertilizer and for a time steel), 
and foreign exchange constraints. Some of these shortages are attributable 
in part to operations below rated capacity for technical and management 
reasons as in the cases of steel, fertilizer and power . In few of these 
cases of crucial shortage is there prospects of easier supplies vis-a-vis 
demand in the near future . Construction is underway of a large steel mill, 
more than a dozen fertilizer plants and , additional power capacity . Power 
and fertilizer output will be rising in the near future but it will be 
another ~o years before new steel capacity is in production. In none of 
these however , nor in coal, cement , non- ferrous metals, paper and most 
probably petroleum is the supply situation likely to be adequate in relation 
to demand within a five year span . 

New projects for increased production of critical 'raw materials seem 
distined to move slowly for several reasons - the generally preliminary 
state of project preparation , shortage of financial resources for major 
expansions , insistance on domestic procurement wherever possible , and in 
the case of the private sector inadequate incentives because of the pressure 
of costs against price ceilings as well as all the uncertainties associated 
with material shortages , labor relations and industrial policies . 

1/ This is an interest free loan repayable in kind , after two years grace, 
over a five year period . 
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It would not be correct, however, to think of industrial problems 
only in terms of supply constraints. Along with this there is also extensive 
and usable t for whic insufficient demand. MOst of this is 
in intermediate and cap tal goods industries and reflects slow-growing and 
currently sagging levels Of pub] i C iWTectmeQ"t (mainly for budget reasons) 
as well as limited private investment activity beC2'lSe of prahl ems of incentives 
and unce • s mentioned above. Some of these industries have been finding 
export outlets for their capacity and this has been one element of the recent 
export improvement. But this export development is minor in overall industrial 
demand. Severe competition in export markets still seems a serious deterrent 
and there are undoubtedly other obstacles to industrial exports about which we 
are currently conducting a special study with the help of Indian consultants. 

Of course, industries with usable excess capacity would probably also 
soon run into supply constraints if they were to try to expand in response to 
a revival of demand. Consequently the use of this capacity would require, 
along with greater demand, an increase in imports of necessary raw and 
intermediate materials, an effective system of priority material allocations, 
and short term measures to improve power supply by means of imports of quickly 
operable generating equipment. 

In the above probably overly brief account of India's economic difficulties, 
I have tried to emphasize short term problems. The reason for this is the 
necessity, as I see it, to make a start on raising production as soon as possible 
through whatever practical potentials and feasible measures are available in the 
short-run. This should be considered an essential first step in any longer 
term strategy to achieve a widely contributed and widely shared acceleration of 
economic development. 

Longer Term Planning 

Even assuming effective short-run measures for output stimulation, much 
still remain to be done in the planning and preparation of operational programs 
to meet longer run objectives of growth with social justice. The heart of 
India's Fifth Plan strategy is likely to consist of programs to raise agricul­
tural productivity and employment on rain-fed as well as irrigated areas, with 
wide participation of small farmers as one of the main means to achieve the 
redistributive objectives; to raise substantially industrial production and 
employment through a large program of industrial investment (about two-thirds 
public and one-third private); reduce the shortcomings of the infrastructure, 
especially the gap between demand and supply in power and transport; raise 
export capability especially in manufactures which, with further import 
substitution, could improve the balance of payments; and finally extend 
social services with emphasis on the "minimum needs" of the poor as another 
means of meeting redistributive objectives. 

Whether there is as yet practical operational content ta this strete~ 
remains~to when the Plan reaches its overdue completion. There are 
reasons to be skeptical. Many of the critical paths toward Plan objectives 
remain to be charted, their interrelationships to be reconciled, and their 
feasibility to be demonstrated. The internal consistency of final year 
objectives has undoubtedly been formally established but this is only as 
relevant as the probability of reaching the objectives which in major cases 
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appears low (steel, coal, power, cement, fertilizer are conspicuous examples). 
Furthermore, in the difficult areas of small-farm development, especially ~ ~-+­
in r . - agriculture there are technolo . ems still be ~~ 

overcome, as we as weakness of institutional and administrative capacities I 

70r tne assessment of local potentials and the transmission of the 
technologies and inputs, the rearrangement of cropping patterns and the 
provision of infrastructure. 

~ 
One can also be skeptical about meeting the respurce reguirements, 

both domestic and foreign, of forthcoming development plans. These, even 
after some probable juggling for internal consistency's sake, are likely 
to show sharply rising resource requirements. In contrast the current 
actual trend of resource availabilities for development is down and is 
likely to continue so or at best to flatten out during at least the early 
part the new Plan period (1974/75 - 1978/79). Development expenditure, 
especially on social programs including family planning and new project 
starts is taking the brunt of current efforts (still of only limited 
effectiveness), to limit monetary expansion (running at an annual increase 
of 15 per cent compared with less than 2 percent in real output in the last 
two years and probably 5 percent this year). 

Finally, administrative ineffectiveness, ~n essential characteristi~ 
of a "soft-state" as Gunnar Myrdal has described India, is of course another 
pervasive obstacle to planned and centrally guided development. 1/ 

With all this, it is probably only realistic to expect the Fifth ~ 
Plan to be a need-bas~ indicijtiye Plag, even in the public sector, rather 
than a conij>r:tlell§ille 1 PYQut pf iptegrated development programs for the ne~t 
five years. This is nothing new. It is really what all of India's Plans 
have been. Production and welfare goals have never been reacb~. Resource 
assessments b-ave always been high and inter-related material paths have 
never been charted over time let alone followed. Nevertheless, there is 
nothing wrong with indicative planning as guidance toward social and economic 
aspirations, provided it is recognized as such and done with some realism. 

The need for realism in the current Indian context suggests again 
the emphasis on short run policy options to create conditions conducive to 
the pursuit of longer term production and distributive aims. Doubt about 
the feasibility of such pursuit in currently prevailing circumstances has 
prompted some responsible suggestion that the next Plan should be deferred 

1/ As the ... entral bank has recently noted, "What has gone wrong in the / 
past is not so much the enunciation of tas~s to be done as the manner 

as ee apparent n t e execut on 0 pu lic 
sector investments in industry, transport, power, in the organization 
of distribution of essential commodities, in resource mobilization, 
control of monetary and credit operations, tax collections and so forth. 
The point is not that these difficulties exist but that effort to remove 
them have been impeded by political and social factors". 
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while improving the climate and the preparation for faster development. 
This would seem unfortunate since there is no reason why planning should 
exclude first steps and realistic assessment of constraints in .working 
toward longer term objectives. 

Economic Policy Options 

The short run imperatives would appear to be first, an i;:rovement 
in the domestic and fOreign re§QJJrce §ituatiQn; second~ an Increase in 
production based on the unutil ed otent s of existing productive 
capac a rev1val of investment activity; and third, to take whatever 
measures, including price stabilization, which are at= hand to give substan~e 
to the social justice commitments of the present Government. The important 
ques n, 0 course, is what easible options are open for early and positive 
moves in these directions - excluding for the moment the question of political 
feasibility. Conditions conducive to improvement have been recently enhanced 
by the good crop prospects and the Russian contribution to food imports. 
There are a number of other moves which would seem economically feasible and 
probably effective in advancing the process of improvement. Some of these 
are as follows: 

1. Possibilities for greater resource mobilization and control 
include (a) curbs on non-essential expen e and improved revenue 
administration (of pro ably a1r y lim1ted scope in the near term); 
(b) ressure for reater fiscal disci line in the states; (c) measures 
of credit control including h1 h r interest ra es ct savings; 
(d) heavier taxation of luxuries and luxury property; and (e per aps 

mo i or ant, the us on n the tax system of medium and upper ~~~------
agricultural incomes which are now ar y axed at all procedures for 
e ec ve agr1cu ural taxation have been devised but for the most part 
not adopted). 

2. The second category of current options are those to boost 
production and investment in the short run. Beyond the immediate food 
outlook prospects for the next Spring harvest are less clear. This is not 
quite so dependent as the Autumn harvest on weather and hinges a great deal 
on availabilities of fertilizer, tube_well and lift irrigation and electric 
power to operate the wells and pumps. Fertilizer is expected to be in 
better supply than last Spring but still insufficient because of lagging 
domestic production and world supply constraints. There should still be 
time however, to ensure fuller oper tion of u s and wells through priority 

owe . Meanwhile it is important to p an an or er mo e 
generously if possible, the fertilizer requirements for the Autumn and Spring 
crops of 1974/1975. 

In industry the prime need is to start an investment revi~. For 
the moment the budget allows little room for boosting public investment to 
stimulate private activity. However, a private revival could probably be 
started in other ways - firstl~ by removing the severe disiDceDtiv~ caused 
by pervasive and increasingly ~nrealistic price c~ (accompanied not 
only by disinterest in new capacity but by flourishing black-markets where 
margins are high and untaxed); secondly, as in the case of fertilizer~ 
larger imports of scarce materials and balancing equipment (including power 
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generators} even at the expense of some drop in foreign exchange reserves; 
third!y, expedi tj pus processing pf ilulustlial 1 icensinQ; applicatioM. (for 
which a promising program has just been announced) a1~ng with further 
relaxation of restrictions on larger firms; and finally high level 
protection for political attack of officials who in the process of more 
liberal industrial licensing and pricing administration are vulnerable 
to accusations of "overly zealous and unduly sympathetic" consideration 
for larger firms. 

There is of course no guarantee that such measures as part of 
clearly stated policy support for private industrial expansion will 
necessarily generate an industrial boom. The private industrial community 
is not particularly aggressive or competitive (although with numerous 
exceptions), and after years of shelter behind Indi~'s highly protected 
market, industrial success is more apt to go with agility in the maze 
of government controls and restriction on competition than with drive 
for expansion and efficiency. Nevertheless some and perhaps a large 
response in industrial investment could be expected to follow relief 
from price and other policy restrictions and supply shortages. This 
is of course a self reinforcing process which should also take up some 
of the slack in intermediate and capital goods capacity and all this 
as it picked up momentum would help not only with a larger real output 
but also a larger generation of fiscal resources. 

One further option for industrial lies in the 
os d the urgenc for romotion The 

potential for this is large e use of In a sarge industrial capacity 
and the fact that manufactured exports (except in a few cases like cotton 
and jute textiles) are very small in relation both to Indian capacity 
and world trade. The need here is for a review of ex 0 t . ives, 
removal tives (of which there are many , and efficiept __ 
,aministration of export procedure~ (where room for improvement is still 
considerable). 

The above is not of course meant to exhaust the problems of 
Indian industry and the possibilities for more industrial dynamism. 
It is again focussed on some of the measures which could be pursued in 
the near future. 

3. The third category of policy options are those which could 
have early benefit for the poor. Of course financial stabilization and 
output promotion, would to th~xtent of anti-inflation effectiveness, 
be of particular benefit to the very poor on whom the burden of rising 
prices and lagging wages has been heavy. This is true not only of the 
urban poor but also of the large part of the rural population which 
depends on wages and on markets for most subsistence. Agrarian reform 
is another major opportunity at hand for improving the lot of large 
numbers of rural poor. It would present procedural and institutional 
difficulties but these are surmountable and the real obstacles are 
political. 
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The above catalogue of options is not unfamiliar to the 
Indian Government. There has been extensive public discussion and a 
fair consensus outs~ of prof§Ssionel golitiGal ~i~c\es about measures 
to improve tlie economic situation. The con e · ded leftists 
w~ accept the need to relax 2ri~ate ~ndustrial_restrai~!2 for t e----­
time being as a necessary compromise with goals for redistribution 
of economic power. Nevertheless, policy in these directions has been 
hesitant and limited. 

The question then is: Why these inhibitions of the political 
leadership about positive economic policy moves ? An answer to this 
must in part be speculative and for such speculation possible policy 
options may be considered according to the kinds of inhibitions they 
arouse. 

Some of the options are just plainly difficult, like some of 
the suggested fiscal measures, and others are risky1 like options which 
would impinge on reserves. Concern about adverse reserve effects of 
more liberal imports of crucial materials and equipment is understandable. 
Real relief here could add $ 200 million or so, a year to reserve 
utilization at current aid levels. Reluctance in this direction arises /1 
from food and aid uncerta.inties, rising import prospects and distaste :t~ __-
fPt involvements with the IMF. Except for the anti-IMF bias, these ~ ~ 

, are the concerns whLch c&ns-t:rtute the case for continuing and 
: ( increasing aid (US Embassy personnel here are strongly questioning ~~~~ 

~ this case these days). On a need basis, exchange deficits are likely 7?J)j? r 
to increase and "zero net aid" seems increasingly elusive in calculations 
of the Planning Commission although this is not yet reflected in official 
pronouncements. The injunction, therefore, to import more critical 
supplies (as part of a production oriented package) does involve a 
gamble but one which seems worth taking for a time at present reserve 
levels and with the second line of support available from the Fund. 
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Ideological and Political Complications 

Other economic policy inhibitions appear to be ideologically or 
politically motivated . On the ideological front much has been made of 
the political dangers for Mrs Gandhi and her government of departures 
from their commitments to socialism and social justice . Such political 
dangers are said to inhere partly in widespread impatience with the lack 
of social achievements , but more especially mass disillusion which would 
allegedly be aroused by signs of departure from social commitments . 

I doubt that there is much substance to this In 
the first place except in Tamil Nadu there is ~n~ow~~n~o __ ~~~.-__ ~~~ 
o osition outside the Congress Part ei i 
controversy certainly exists ut is of real political significance mainly 
within the Congress itself and threats from outside arise as in U. P. only 
where the Congress is weakened by internal dissension . There is a vocal 
left wing of the Congress which constitutes itself as the Party conscience 
in adhering to ideological commitments . But this wing has only limited 
real political strength based mainly in West Bengal and Kerala . Mrs Gandhi 
has had no qualms about crossing this part of the party when it suited her 
purpose and on two occasions has done so openly with impunity and with hardly 
a murmur of dissent (when she ordered the dissolution of the so- called 
Socialist Forum within the Party , and when she drew back from nationalization 
of the rice trade after a stern warning against intra- party dissent on this 
or other issues) . The notion that Mrs Gandhi has built a mass political 
following on the basis of her commitment to social justice and that such 
support is vulnerable to any signs of retreat from this commitment seems to 
me a misreading of the political awareness of the Indian masses and of the 
structure of the Congress Party . (I will return to this point below . ) 
There has been recent popular political dissatisfaction over food shortages 
and high prices . But this has been almost entirely urban . In the country­
side , which is where most of the mass strength of the Congress lies , there 
has been little sign of political dissent vis - a - vis Mrs Gandhi despite the 
static and unsatisfactory state of rural conditions . 

Nevertheless , ~M~r~s~G~a~n~d~h~i~~~~~~~-a~Ma~~~~~~~~~~~~ 
wra y , especially large private industry , in 
interest of industrial revival . And the best explanation for this seems 
to me to be her deep personal attachment to socialist object~ within a 
democratic framework and the means thereto which appear to include an ever 
diminishing role of private industrial and commercial enterprise . With 
this probably goes a suspicion that expedient temporizing with powerful 
private interests could start processes which would be difficult to reverse 
or control and therefore inimical to India's longer run social interest . 1/ 

1/ Particular private interests can b~ and apparently are , reconciled 
to the system of licenses and controls and to an ostensibly 
unsympathetic governing party and bureaucracy by means of favored 
treatment in return for bribes and party contributions . One has the 
impression on the unrelia~basis of hersay and consensus that this 
is widespread and increasing . A common bond among business , bureaucrat 
and party is the considerable advantages to be gained all around from 
the purchase of special favors within a restrictive system. 
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This I think may be a more convincing explanation of the modest , tentative 
and grudging nature of recent industrial concessions, than concern about 
endangering the Party's political image or the ideological underpinnings 
on which Party strength is supposed to rest . There is no real basis for 
an assessment of the influence of Indo-Soviet relations on economic policy . 

Ideology is however no explanation for virtual Qaralysis of pOli~~ 
when it comes to agricultural measures with Eotential for positive 
contributiQP to hoth social justice and resource mobiligation @irarian 
refo and a ric n . These are measures which run head-on ~ 
into the interests of thgse ltzhO constitnte the real pow~r foundations of 
~ Congress PartYj .- the larger and better off farmers and land owners of 
rural India . And a word may be said about their role in the Congress for 
a better understanding of the nature and social outlook of the Party and 
the government . 

In the first place, the Party is not a monolithic structure united 
under the leadership of Mrs Gandhi . It is rather a collection of diverse 
regional and local concentrations of political power built upon parochial 
interests of region , language , race, religion and caste . Within this 
parochial context leadership also depends on the economic power that goes 
with land ownership and affluence . In the States , political processes 
consist of shifting alliances among these local and regional power 
constellations and their leaders . The latter are leaders by virtue of 
their ability to deliver the support ' and the vote of their following . 
There is not much to suggest that the political motivations of this 
following extends beyond personal support for individual leaders, grudging 
or otherwise, and the kind of economic power and parochial interests which ~ 
they represent . The notion tbat golitical eowercan be b11jlt on ideologi~l 

eals t ss foIl ver the heads of their leaders seems to 
~~ ____ ~~~~ __ "~~~~G2n~~o~l~i~t~i~c~a~l~c~o~n~t~e~x~t . n ~ s oun a s 

the Congress Party strength comes mainly from the better off elements of 
Indian agriculture, a "government of kulaks" as it has been called , and 
this explains a lot about economic policy or lack thereof . It also 
explains Mrs Gandhi's inhibitions about confrontation with important 
agricultural interests despite a two-thirds majority of the Congress in 
Parliament . The single largest grouping of Members of Parliament according 
to social and occupational origin are those from an agricultural background . 

*' FollOWing her landslide political victories of 1971 and 1972 and 
the country's adulation after the Pakistan war , Mrs Gandhi did make a 
serious effort to consolidate her control of Congress politics in the 
States through central influence in the selection of state leadership . 
This has not been effective and has only added a further central dimension 
to the factional struggles which go on for party power in most of the 
States . At present five states are under central administration (President's 
Rule") after the collapse of Congress governments . Just recently it 
would appear that Mrs Gandhi has been unable to swing the necessary Party 
support for a new Chief Minister of her choice in Rajasthan and won 
acceptance for her selection in U. P. only with great difficulty . 

All this is cited only to support the view that Mrs Gandhi's 

*(with Congress majorities in 16 and Congress- led governments in another 
3 of the 23 States) 
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political strength for independent policy leadership is circumscribed in 
"many ways by the factional divisions of the Congress in all but two or 
perhaps three of the States . This is not to suggest any threat to 
Mrs Gandhi's leadership . There is none . It is only to indicate her 
continuing necessity to be preoccupied with the shifting political balances 
within the Party . It is important from this standpoint that the leaders 
of contending political forces within the Party , while divided by various 
personal and parochial loyalties , share in large part a common background 
of commanding positions within the complicated economic and social 
hierarchies of rural India . This upper rural background and outlook of 
the basic Congress structure is obviously of importance in understanding 
the inhibitions of Mrs Gandhi and her government in matters like agrarian 
reform and agricultural taxation . Characteristic conservative upper rural 
class suspicions of private urban industrial and commercial interests 
probably also coincide with some of the similar suspicions which Mrs Gandhi 
holds for different reasons . This may explain in part the vigilance and 
concern in Parliament which extends well beyond the left , for deviations 
from policy about curbs on larger scale industry . And while this may 
broadly coincide with Mrs Gandhi's views , it is probably also a limitation 
on her political flexibility to modify policies toward industry in the 
interest of current production needs . It is also a factor to be reckoned 
with , not only in land reform and agricultural taxation , but in other 
agricultural programs which may impinge on rural heirarchical relationships 
in the interest of those on the bottom rungs of the heirarchy. 

) 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON.O.C. 20<43'3, U •. S.A. 

OF"l"lCE O~ THE: PRESIDEN" 

MEMORANDUM FOR MESSRS. BAUM AND YUDELMAN 
CHENERY AND STERN 

,in 

SUBJECT: Notes of Meeting with A. H. Boerma 
( 

October 

I 
This morning Boerma and I met to discuss the four points which are 

referred to in the attached papers, presented by him to me. I made the 
following comments on his proposals: 

1. "Further s)trengthening of the FAO/IBRD ' Cooperative Program" 

a. \~e would be prepared to support a 1974-75 biennium budget 
of more than $9.1 million in order to provide for more than five 
additional professionals; we understand, however, that he is not 
in a position to accept such a budget increase. 

b. Our formula for cost-Sharing with ijNIDO is exactly the same 
as that with FAO (I gave to Boerma a copy of the attached memorandum ! 'I 

from Shirley Bosky). 

c. Because it is not possible to increase the staff of the 
Cooperative Program to the level necessary to support operations, 
we do not believe that any of the budgeted personnel should be 
devoted, as he proposed, to "policy and program development." 

2. "Proposed Bank/FAO Round Table in early 1.974" 

a. We would 'be happy to attend a meeting of the kind proposed 
by him. 

b •. We believe that 2, rather than 3, days should be sufficient. 

c. We suggest a meeting be held on Thursday and Friday, and 
tentatively are prepared to agree to meet on February 21 and 22; 
it may be necessary .to s~ift the dates to February 28-March 1 • . 

d. We will comment upon the draft agenda promptly after we 
receive it. 

e. I would hope that Messrs. Baum, ChenerY .or Stern, Yudelman, 
Christoffersen and McNamara could attend the '&lleeting. 

\. 



{ 
· r 

-2-

3. "World Conference on Agricultural Credit" 
J 

a. We would be willing to be associated with the conference. 

b. The form of our association (financial and otherwise) should 
be discussed by members of our staffs. 

c. ' It is unlikely that I would be able to give the keynote 
address because the press of business in July, following the 
close of our fiscal year on June 30,. makes it impossible for 
me to travel. 

4. "Ethiopia Study on Food Reserves" 

lole will be pleased to participate in the study and are prepared 
to contribute toward it $25,000 plus the assignment of one 
professional. ' .' 

;d~ 
Robert S. McNamara 

RMcN:bmm 

cc: Mr. ·Hoffman 

.... 

, . 



FROM: 

SUBJECT: 

. 
:' 

Shirley B'oskey, IRD ~& 
Cost-Sharing Arrangements under FAO and 

UNIDO Cooperative Program Agreements 

.' 
" , '\ I 

You recently sent Mr. Hoffman a note saying 'that Boerma had remarked 
to you that we had given UNIDO a better deal under its cooperative program 
agreement than we had given FAO~ You asked whether that was true and, if 
it were, what it would cost to ' apply the same formula to FAO. 

The short answer is that no difference in treatment is intended. 

'By a call to FAO, Mike learned that FAO had focussed on a difference 
in th~ language of the two agreements. While both req.uire the partner 
agency to . meet "indirect" costs of the program, the UNIDO agreement (but 
not the FAO agreement) provides that we will share what are categorized ·as 
"directlY ' identifiable additional administrative costs". FAO says that 
its cQsts in this category would amount to $100,000 over two years; the 

. Bank would thus be ' contributing another $75,000 by application of the 
75/25% cost-sharing formula. 

It does . look as though we had been more generous to UNIDO. But in 
fact we have not been and do not intend to be. We started out in our ne­
gotiations with UNIDp with a draft agreement in which the cost-sharing 
language was the same' as that of the other cooperative program agreements~ 
we would share "direct" costs and UNIDO would meet "invisible and indirect 
overhead costs". We sent up to you for approval, prior to submission to 
the Executive Directors, an agreement w~ich incorporated 'that provision. I I 

You may remember, however, that we had to hold up submission to the Board, 
because we ' learned that UNIDO was proposing changes in what we had thought 
was an agreed text. These changes included addition of the reference to 
"directly identifiable additional administrative costs". We did not see 
any need to refer specifically to these costs, since the text had included 
a general provision that "direct" costs would be shared. Moreover, l-1e 
were reluctant to depart from language for which there were precedents. 

' But because Abdel-Rahman had already put the redraft before his Executive 
Board, we accepted the change. However, we did so on the express under­
standing that the Bank and UNIDO would reach agreement on the specific 
items of cost to be shared under the provision, and that this agreement 
would be "based on arrangements worked out under ,other cooperative programs". 
UNIDO accepted that condition. " 

. So far, UNIDO has proposed the sharing of two items of cost under the 
p.rovision in question: the costs of long distance cables and phone calls 
originating with UNIDO, and .the costs of interview travel of candidates 
for posts under the program. Our position has .been that both of these 
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items fall into the category of "indirect overhead costs" which, under 
the other programs, are borne by , the partner agency and are not subject 
to sharing. UNIDO has , accepted the decision 'as to cab'les and phone 
calls; it has not yet acquiesced in the second. 

We do not, at the moment, know what costs went into FAO's $100,000 
calculation. That figure might include some items which, were they 
claimed by UNIDO, we would have to conclude should be shared as "directly 
identifiable additional administrative costs". But it is unlikely that 
they could amount to very much; certainly they would not be of the order 
of $100,000. Moreover, if we did conclude that the costs had to be 
shared with UNIDO, we would not take a different position if a similar 
claim were advanced by , FAO. 

SBoskey: tsb 

cc: Mr. Hoffman, Dir., IRD 
Mr. Fuchs, Dir. Indus. 'Projects 
Mr. R. Jones, Controller's ' 



ORGANISATION DES NATIONS UNIES POUR ' 
L'ALIMENTATION ET L'AGRICULTURE 

ORGANIZACION DE LAS NACIONES UNIDAS 
PARA LA AGRICUL TURA Y LA ALIMENTACION 

FOOD AND AGRICULTURE ORGANIZATION 
OF THE UNITED NATIONS 

Via delle Terme di Caracalla, 00100-ROME Cables: FOODAGRI ROME Telex: 61181 FOODAGRI Telephone : 5197 

Ref. 

. . . 

19 October 1973 

Dear 'Bob, 

At our dinner meeting two weeks ago - which for me was 
most enjoyable and stimulating - I promised to let you have notes 
on four of the subjects we discussed. These have been prepared 
as informal Minutes which are attached • 

You will of course want to discuss these matters with your 
staff and you may decide that follow-up consultations on the 
Agricultural Credit Conference and the Ethiopia Study on Food 
Reserv€Sshould be carried out at the technical level by our 
appropriate officers. -

However, I would particularly like to have your personal 
views on my suggestions regarding the further strengthening of 
our cooperative arrangements and on the Round-Table meeting 
which I am now suggesting to be held in February. 

With warmest regards, 

Mr. Robert S. McNamara 
President 

Yours sincerely, 

International Bank for Reconstruction and Development 
1818 H. Street N. W. 
Washington D.C. 20433 
USA 

resIdent has seen 



Food and Agriculture Organization of the United Nations 

Informal Meeting of Mr. McNamara and Mr. Boerma 

5 October, 1973 

1. Minute on Further Strengthening of the FAO/IBRD 
Cooperative Programme 

In expressing your appreciation of the work of the Cooperative 
Programme, you stressed the need for further strengthening of its 
staff resources with a view to enabling it to handle a heavier work 
load expected in 1974-75, particularly on proj ects involving credit, 
cooperati 'ves, public services, land reform, extension and training 
within the framework of integrated rural development. You indicated 
your willingness to go above the budget level of $9.1 million for the 
1974-75 biennium upon which we had already agreed so as to provide 
for a few additional (perhaps five) posts of professionals, in addition 
to the five new posts already inc luded in this budget. 

While agreeing in principle to the need for this strengthening 
(w hich would require an increase in F AO' s share of $125-150, OOO) , 
I indicated that there would be problems in revising my budget 
proposals at this stage. In this connection I suggested that, should 
it be possible for the Bank to share some of the additional administrative 
costs of the Programme which FAO was now bearing in full, the money 
thus · released from F AO' s share could be added to the total Programme 
budget. I enquired whether this would be possible by suitably modifying 
the F AO/IBRD Agreement to provide for joint sharing of the "directly 
identifiable additional administrative costs" as is apparently implied 
in the IBRD/UNIDO Agreement. You agreed to look into this proposal. 

I drew your attention to the extremely tight programming of the 
staff-time available to the Cooperative Programme and suggested 
that a small amount, perhaps 3-5 man-years, should be set aside for 
joint work with FAODivisions on policy and programme development 
which we both felt necessary and useful. The additional staff resources 
for which the . proposed increase in the budget would provide could be 
I liberated I for this purpose. 
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2 .. , Minute on proposed Bank/F AO Round Table in early 1974 

Our discussion revealed that there was a convergence of interests 
between IBRD and FAO over a wide area of policies and programmes 
for assisting agricultural development in member countries. In this 
connection we discussed the present world state of food and agriculture 
and referred particularly to my proposals for a coordinated scheme 
for national food security reserves and for international agricultural 
adjustment. On your side, you stressed that the. major development 
issue· related to the removal of absolute poverty, for which a strategy 
geared to increasing the productivity of small farmers and integrated . 
rural development was of urgent priority. You indicated that you 
planned not only to increase Bank lending in agriculture but also to 
improve the quality of technical and financial assistance of the Bank 
in fields like land reform, organization and institutions, credit, 
extension and training, rural works and irrigated as well as dry land 
farming. I expressed my full support of this policy and mentioned 
F AO's long involvement in these aspects of development strategy. We 
recognized the need for "pooling" the thinking of our two Organizations 
and for increased cooperation in pursuit of common policies and 
programmes. 

Cooperation between o,~r two Organizations has developed in a 
most satisfactory manner ov·er the past ten years but inevitably it has 
been concentrated on operational programmes linked to the Bank's 
target of increased proj ect lending to agriculture. In view of the 
broa~er area of joint action .. now opening up, we agreed to hOld a Round 
Table with our senior staff to discuss where and how cooperation between 
our Organizations could and should be further strengthened. 

Such a Round Table would provide us with an opportunity to 
exchange views on selected. development problems, identify areas of 
mutual and urgent concern, establish common policies and programmes 
on issues to which both our Organizations attach priority, and to develop 
a mechanism for future consultations • We might 2 for example, review 
the world food situation with special reference to the proposal for a 
food security scheme and international agricultural adjustment. We 
might also discuss · the spectrum of policies and programmes required 
for integrated rural development including small farmer productivity 
increase, land reform, agricultural credit, extension and research. 

. . . , \ • 'r 
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I would sugge~t that the Round Table be held at a suitable 
location near Rome during the three days of 20, 21 and 22 February 
'1974, if these dates are convenierit for you. The F AO participants " j 

would be in general at Assistant Director-General and Director 
level and I would propose to designate a small number of these t . 

senior officers with substantive responsibility for the items which 
we agreed to include in the agenda. 

I would suggest , that a draft agenda be drawn up and agreed 
upon about two months before the meeting. With ithis in mind I am 
initiating arrangements within F AO for the. preparation of such a 
draft agenda which I would send you ar'ound mid-December. I would 
further suggest that docum entation for the discussion consist of very 
short papers focussed on major issues and based upon a brief · 
analysis of each agenda item. The exact nature of these documents 
can of course be discussed after agreement on the draft agenda. 

With. regard to the actual site of the Round Table, I have 
asked my colleagues to see whether suitable accommodation can 
be found in the hills around Rome easily accessible by car. While 
there is ample time to work \,out the details of the m'eeting, it is 
necessary to reach an early' agreement on timing in view of our 
own busy schedules. 
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3. Minute on World Conference on Agricultural Credit 

You expressed interest in receiving a note on our plans for this . 
Conference. This is prefaced by a summ~ry of the background. 

As part of the Regular Programme, FAO ha s been s pons oring 
a sel"ies of case studies in agricultural credit based on pers onal 
interviews with fq.rmers, a special study with particular focus on 
Africa {financed by CARIPLO - Cassa di Resparmio delle Provincie 
Lombarde under the presidentship of Prof. delllAmore} and a series 
of regional seminars at which the reports on various studies 
mentioned above are presented. The Regional Seminar for the Near 

. East Region and Mediterranean Basin, financed by F AO Coin sales 
. proceeds, was held in Rome in January/February 1973. The 

Government of Finland is financing one for Africa to be held in 
Accra in December 1973. Arrangements for others to serve the 
Latin American and Asian Regions ,. are' in preparation, and they 
will be financed by F AO Coin sales proceeds. The reports on the 
seminars would serve as background documents for the proposed 
World Conference on Agricultural Credit. ' The necessary document­
ation and preparations for the W or 1d Conference are thus well in hand. 

The costs of the Conference will be met in part fr~m the Regular 
Programme {$25,000} and possibly in part. from the FAO/Finnish 
Cooperative Programme {$ 30, OOO}. Additional funds to support 
participation from developing countries are currently being sought. , . 

We would welcome the association of the World Bank in this 
Conference which is scheduled to be held at F AO Headquarters early 
in July 1975. 

-The purpose of the Conference is to provide governments and 
their agricultural credit institutions (agricultural banks and credit 
cooperatives) and other financial and development institutio.ns {central 
banks, developing authorities} with ja fort;m for: 

(i) exchange of experience gained so far in formulating and 
implementing agricultural credit policies and programmes; 

(ii) exploration of new ways of effecting collaboration between 
credit programmes on the one hand and programmes for 
rural development, land reform, marketing; warehousing, 
input supply, processing .and price support operations on . 
the other; 
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(iii) consideration of the actual a z;1d pot~ntial contribution 
of central banks Ca) in development of lending and 
savings programmes in rural areas, and (b) in 
collaboration with international agencies in ensuring . 
effective use of international development · assistance; 

(iv) examination of the findings of agricultural credit 
studies prepared by FAO/CARIPLO Working Group and 
sponsored by the World Bank and others; 

(v) critical review and exploration of new and diverse ' 
methods for resolving conflicts, if any, between sound 
banking principles and social objectives of credit 
programmes aim'ed at meeting particularly the credit 
needs of the small farmer ~ the tenant and the landless 
worker .,in the rural areas, whose .interests have so 
far been by-passed by the economic development 
process; 

(vi) detailed consideration by the central banks of the ways 
in which they can play a constructive ro Ie in financing 
storage and warehousing of food grains as part of the 
international effort toward maintaining adequate grain 
reserves. 

The Conference would be open to all member countries of F AO. 
The participation would be sought of high-level executives and policy­
framers in agricultural credit from agricultural ministrres, finance 
ministries, agricultural credit institutes or commercial banks as 
well as senior representatives of central banks connected with agri­
sultural credit. Regional Banks would also be represented and 
invitations would be extended as well to non-official inst'itutions such 
as CICA and ICA. 

As to the actual conduct of the Conference, we have tentatively 
planned for an Inaugural Session followed by a Plenary and meetings 
of a number of working groups. I would be pleased if you would acce pt 
my invitation to give a keynote address at the Inaugural Session. The . 
basic documentation would include the FAO/CARIPLO Study Report, 

such.: ,studies as may be carried out in the same area by lBRD, reports 
on Regional Seminars, as well as a number of especially prepared 
papers. 

The deliberations of this World Conference should prove of 
direct benefit to FAO, IBRD and, of course, to the member countries. 
The future role of agricultural credit institutions' as possible channels 
for directing international development assistance, as well as the 
strengthening of these i!lstitutions, are of particular concern to IBRD 
and F AO. The Conference should help to foster better collaboration 
between agricultural ministries and agricultural credit institutions 
on one hand, and finance ministries, central banks and other credit 
and financial institutions on the other. The Conference should also 
result in a strengthening of the efforts by F AO and other international 
agencies to mobilize financial institutions in support of measures for 
wor Id food security. . 
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4. Minute on Ethiopia Study ' on Food Reserves 

You expressed interest in the Bankl s participation in the 
Ethiopia mission and wished to have a note on this subj ect. 

The Minister of Agriculture of Ethiopia, Mr. Woldemariam, 
has conveyed to me, on two occasions this year, his great interest 
in the food security proposal and stressed that Ethiopials distinct 
g~ographic location in relation to the main wheat exporting 
countries, its current acute shortage, and the changed world supply 
position, made it imperative for Ethiopia to adopt an effective policy 
of food reserves. The Minister therefore requested economic and 
technical advice on the subject from FAO, and he expressed the 
desire that this assistance should be coordinated with the Bank, in 
view of the IBRD intention to carry out a further study on grain 
reserves in Ethiopia. ,There has also been a WFP food stock 
proj ect in the country. In view of these circumstances, and also 
the fact that Ethiopia is one of the If least developed II countries, I 
consider that this would be an ideal case with which the Bank and 
FAO (with the collaboration also of the WFP) could start the proposed 
inter-agency programme on food reser.v:.e policies, . 

I therefore propose that a Joint Mission be sent to Ethiopia 
to advlse on their ' food reserve policy , and programme and on the 
resources and financing required to implement these. For this 
purpose, the Mission would assess: ' 

(a) the general role of stocks of basic foods (i, e. cereals 
and pulses) in the national economy, in the context of 
national development priorities; 

(b) the medium term production potential and prospects 
and likely demand for food, and fluctuations in 
production and import requirements; 

" . ,/ ... 

I ' 
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(c) vulnerability to crop failure or interruption of supplies, 
normal internal market flows from surplus to deficit 

- areas, proximity and access to .normal and emergency 
sources of international supply, proportion of domestic 
supplies entering commercial markets, and role of 
government in storage and dist -ribution system; 

(d) the food reserve stocks necessary and feasible in the 
light of the . above. and after considering costs and 
risks of alternative courses within development 
priorities, as well as the beneficial effects of food 
stocks on domestic stability; 

.. 

(e) storage requirements, including such questions as the 
role and .. efficiency of existing storage facilities; the 
location, types, costs and losses of storage and the 
technical problems involved in food stock management; 

(f) supporting marketing policies and organization required 
as well as institutional arrangements affecting food 
prices and food stock management; 

(g) the internal and external resources and financing 
required for implementing the proposed programme. 
The financial and budgetary implications of the proposed 
programme as regards requirements for storage 
facilities, commodity procurement, and storage 
management; general monetary effects and financial 
implications for the required agricultural production 
and price policy; 

(h) identification and to the extert possible preparation 
of specific investment projects, food aid projects and 
technical assistance programmes; 

(i) benefits, justification and impact of the proposed food 
reserve programme on the national economy. 

I would suggest the Mission comprise ' a Grains Commodity 
Economist, a General Planning Economist, a Grains Storage Specialist, 
a Grains Marketing Specialist, Agronomist, Financial Analyst, and a 
Food Aid Specialist. FAO would bear the cost of three mission members. 
WFP would provide the Food Aid Specialist. I hope it will be possible 
for the Bank to finance the participation of the other members of the 
Mission and that at least one member could be from the Bank staff • 

. . . / ... 
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The proposed seven-man Mission would be for a 10 week 
period, including one month of on-the-spot investigation and 6 weeks 
of report writing. The cost of this Mission would be approximately 
$75,000, including travel, based on current FAO Rome rates. 

Providing there is time for briefing and other preparations, 
I suggest that the Mission visit Ethiopia in January/February 1974, 
subject to gov~rnment approval. . 

# . 

I 
I 

I I 
I ' 
I I 
I I 
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NAME ROOM NO. 

Mr. McNamara 

APPROPRIATE DISPOSITION NOTE AND RETURN 

APPROVAL NOTE AND SEND ON 

COMMENT PER OUR CONVERSATION 

FOR ACTION PER YOUR REQUEST 

INFORMATION PREPARE REPLY 

INITIAL RECOMMENDATION 

NOTE AND FILE SIGNATURE 

REMARKS 

Please see the last paragraph 
of Ed Martin's letter to me. He 
is talking about your letter to 
him on the workings of the U.N. 
system. Since I shall be going 
to the High Level Meeting, I 
could deliver it if you will send 

it down to me. ~ I f2;:f 
, / - ~ 

~ .A' 

~ 
A/) 9IP-

'7 ' /}/ ~ 

~~ / 
FROM ROOM NO. EXTENSioN 

Michael L. Hoffman D-1123 2173 
.. ' 
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INTERNATIONAL BANK FOR 
RECCNSTRJCTION AND DEVELOPMENT 

INTERNATI~AL FINANCE 
CORPORATION INTERNATIONAL DEVELOPMENT 

ASSOCIATION 

OFFICE 0., THE PRESIDENT 

Mr. McNamara: 

Oct. 12 

For your signature, please. 
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OCDE OECD 
ORGANISATION DE COOPERATION ET 
DE DEVELOPPEMENT ECONOMIQUES 

ORGANISATION FOR ECONOMIC 
CO-OPERATION AND DEVELOPMENT 

Telephone : 524 90-70 ~ ~ 3 

Comite d'Aide au Developpement 
Le President 

Telegrammes : DEVELOPECONOMIE 

Telex: 62 .160 OCDE PARIS 

Mr. Michael L. Hoffman, 
I.B.R.D. 
1818 H Street, N.W. 
Washington, D.C. 20433. 

Dear Mike, 

2, rue Andre-Pascal, 75775 PARIS CEDEX 16 

Development Assistance Committee 
The Chairman 

4th October, 1973 

It was very good to have a chance to see you in 
Nairobi. I appreciated your comments on Chapter I, and 
a new text will be going out shortly. 

I enclose a copy of the paper circulated by the 
Secretary-General with respect to the Future Role of 
D.A.C. in considering an integrated approach to develop­
ment, about which there may be some discussion at the 
High-Level Meeting. I delayed sending it because the 
Council was discussing it this week. After a long 
discussion I think it can be said that the basic outlines 
have been confirmed. A re-draft, a copy of which is 
also enclosed, has been prepared for final action next 
week. I don't think it changes much of substance. 

forgotten to bring along the letter he had promised me. 
I forgot to tell you that Bob said he had · ) 

I suggested he ha~someone hand-carry it. Perhaps if you 
come to the High-Level Meeting you could bring it. 

Sincerely, 

E~ Martin 

Encs. 
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ASSOCIATION nl INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 
INTERNATIONAL FINANCE 

CORPORA TI ON 

OFFICE MEMORANDUM 
TO: Mr. MeN amara DATE: July 23, 1973 

FROM: Michael L. HOffman~f 
"-

SUBJECT: Ed Martin's Letter on 
Strengthening the UN System 

William Clark managed to review this letter just before he left 
and pronounced it " admirable." He suggested adding the point about 
a strong successor to Philippe de Seynes. 

MLHoffman:tsb 
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i\:lnbl1ssaaor Ed~1in !!1, .. Y~rtin 
Ch.1lirraan, Dcavelopment .Ag$istan~e 

COl.!!mittee • 
Ot:'ga.nisation fer l~eonQtai(! Co--operation 

.!Iud DEtvelopl1'ent 
2, rue Andre-P.e.sc.al 
P~lriB 16e, ,France 

Dear li:d: 

O~T 1 ~ 1973 

1/ 
( 

I ~.m not sure that I have any vary/profound thoughts <) 

reH:i.ctiol1~ to your letter of the 11th and your o\\tlix e of 
recent. event$ in t 'le Ul)1 system ~f:fecting its leadership ca­
pacity . How0ver~ for. wha.t they ere worth here are a few ob­
servations. 

I thoroughly .a.t;r~e that the Secretariat ' 6 first re.vletl 
and apPt'aisal rraport ~nd the paper of the Committee for Devel­
opn}(J.nt Planning tqere first class . I think this is largely 
beca\1s~ hoth the Secl'etar.:f.at and the Committee decided to lore 
or lesa i gnore the fotnml DD!I resolutions and produce as ~ood 
a revie\.J' a~ possible of the state of development :f.n the t :me 
and with the data ava.ilQble . lve have cOl'nplimented both P'1.1 ipp 
de. Seynes ~lnd the Ct.::.tn:mittee for Developm.ent Planning, in t e 
person of ita rapporteur, John Lewis. on the quality of the~ 
!It\pers . But alas II look at whtit 1 appened in the ECOSOC Conl.'lli t {,;8 

on Review and Appraisal and in UNCfAD. The excellent dOCUl . nta­
tlon mie' ~t a.s well have not (~x1sted . All of the old ' ,eliC! e., a (' 
I'der.wndstl were hl"ought out and the discussion WllS thorour,hly 
,ol:.f.tical . I am afraid this is baing repeated about n~~ in 
BCOSOC. How l.ong '~'dl1 thC;" &ecretat"iat and the exp rts fe(~l it 
is wort rt.:rhJ.le to go on producing plans and .analytical docue ta 
:f.:f: the politic.al bodies of the. syate-.nt prove incapable of COl.'1-

{;'uctil g a Meri.Ot!8 rev:t ~w procedure? 

W,e are a.leo invQlvee,1t of course, in tlu~ "revielr.'t of existin 
arr~ngemOtlt6 tV referred to :f.n your p.oragrsph 34. In fact w-e are 
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I 

carry;i,ng Ot\t a comprehensive review ofx al1 our formnl and in onw.l 
arrangerJente with other parts of tho UN system, something tl at we 
need to do in any case as a consequence of the increasing nmnber 
nnd complexity of our intet'-aeCll.cy relationships . rom this r -

'view we should b~ able t .O provide the Sec.retary-Genoral with an 
adequate response . However, there is a shoal so far hidden, 
t.vhich we hope the Secre.tary-General will be able to avoid . So 
far he has managed to confine the e,c:ercise to a revi(!\.'1 of 1 (J'tl e -
is ting a.rrangem.ents are working and avoided turning it into a. 
~eview of the basic agre~~nts. where formal agreements ex! t. 
It is very much to be hoped that he can maintain this position 
hecause if our basic e.gre~~ment \.,ritll the UN were ever op e 
by the General ASG mbly I . don' t think there is any chance hat-· 
ever we could negotiate an agreement that would be acceptable 
to the General Assembly of today and to the Bank. Our agree rtent 
,",'as approved in 1946 when the voting power> in the Ge.neral AS3CIr.t> ly 
was very different .and I am. afraid that many features of the o.0'!' e­
rucnt, which confirms the nank' S llutonomy,- vis-a-vis th political. 
organs of the UN. would be rejected by the General Assembly as no~ 
constituted . So ".,.oe are cooperating with the Seeretary--Cenernl ho 
i s, I think, sincerely trying te avoid turning the exereise into 
attac.k by tl~e General Assembly on the autonomy of the BLlnk, and 10P­
~lg for the best. 

tJ1th respect to sub-paragraph (e) of your third po:tnt_ do you 
rl!!al.ly thil1k that with l~COSOC' s rec.ord on review and apprai 1 it 
is going to bo able to carry out an effective review of agency nc­
tivitits by seetot:'s? I Vt)'rY much douht it . One thing that trot! es 
'DIe about this sort of exercise, lUld this applies even more t the 
one to which you refer ill your par grnph 4 on Iteollective eono lie 
B <.:urity,. il is that an imnense amount of staff time and expense i 
inC't.:!.rred for VCrJ little result. You may not be fully m-ra.re 0 t~ 
extent to \\Ill.1eh UN exercise.9 of this kind im.posei burdens on the .~t 
of us :$.n the system. We get repeated requests from th UN for com­
prehensive reporta on QUr. .activities in various secto~s to e use 
as basis for soni· report by the Secrctary---Genernl. ·As t e 
in. the resolutions to .l1hich he has to respond changes \,,1 h trel."l(l 
and fa.shions as to what dt."Velopment issues need to be rev! 't ed y 
ECOSOC. we have to go through a special exercise nearly every tUJe 
we get one of th~ge requests. Our staff na.turally w nt to do n ,_~oo(. 

professional job but there are limits, and I am concerned about t l 
proliferation of exercises requiring U$ and the qther spec1nli.:ed 
agencies to devot~. l110re and more staff time to this sort of \fork. 
I kno\-1 Hr. Walc1helm is also cOlcerned about this because he raised 
the matter in the private session of the ACe last spring. But , of 
course" 't.:hcn he is ftace with.n Ge,neral AS8~..mbly or ·CO.,OC r~so 
t. on he has to comply. One bt.td effect of the situation is that it 
creates staff resis.tance to any form of cooperation '''itt the U i . 
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We are watChing very elosely the UN's endeavor. referred to t 
your paragraph 5. to mount a coordination exercise for meet ing t i -
med:lum- and long-term measures needed in the face of the 5 hel1.s ... 
disaster and, of course,. Wfil are feeding into Horse our plans at 

pro.1ects . -· Actually I think a better augury for en e .feetivo U ... : sys­
tem response to this dis,,"ster is that Boerma of FAO 16 ea tob l shin~ 
direct illter-agt?Ilcy relationships with us, w'no and the o thc aecn-
cies that can mount action programs of assistance. But i t quite 
a.ppropriate fot: the Secretary-General to establish a. modest b t of 
machinery to keep himself ~dequately informed ana, in effect , t o 
preside over the various activities going forward. I am urpr iaed , 
incidentally, that you don't ention the UN systemCs reapot'ls to 
crises situations in Bangladesh and Zambia, both of which I t ink 
have been ~eally well executed. 

I am asking Hike Uoffman to send you a separate cornm t on y t. r 
notes en the UNFPA. I do think, howe.ver, tha.t in your pllragrap 6 
you exaggerate the extent to which the VNF'PA is ft integrnted adm n! -
tratively" into the UNDP organi~at1on. ;" The Fund and its EX0 ltiv 

f 

Dire ctor are now r ·apof.l ibl to the UNDP Governing Council hut S In 
has t he rank of an tTnder-Secretary-Genera.l and -the Counci l x, ~. it y 

_ rej ected his propos III the t proj ect submissions to the Council be 
passed through Petarsen. Aetua.l1y I think the two organ1zl1tions ... 
r emain quite separat • 

After a good de41 of res1stanee of ~arlier drafts of J enks p 0-

} -OS 19 for an ACe sub-group on the employment problem, referrod t o 
in your paragraph 7~ we heartily supported the paper h finally c me 
ou t with in April. This is baeause he dropped the notio of setting 
up a nel'1 permanent. ACe machinery, and aceepte<.\ our view t ha t I e 
simply be encouraged to organize ad hoc groups on specific p~o}le. 
t hat appear ripe for ac.tion. I feel that th.is concept of Had oe 
f unction 1 groups, ~i to borrow a phra.se from Carrol \~11son (who ... e t 
f orth some very inte.resting ideas on this topic in his Elihu Root 
lectures at the Council of Foreign Relations earlier this year) h.os 
Q promising future . This really is what we have do~e in t he Con.:)ul ­
tative Group on International Agricultural Reaearcll and in the no] 
l aunched group to finance and supervise the long range csm.p<:l.i, zai s 
onchocerciasis :I .. 1'l Hcs tern Africa. . These are not new int rnationl1 i1 -
atitutionu but ad hoc groupe sponsored by several UN agencies {dresd 
to it specific objective . I f the UN agencies ean show t hat ehey CZln 

-york tor,etlHJ':t' and with in1:crested governments in this sort of fra _e-
work. I t h ink this is going to do more to demonstrat t hat t he tJN oys­
t ern can Gffec.tivoly attack m.a.jor human problems than a.ny amount of 
effort to obtain Jtgeneral coordination" cf agency programs. A stl" 11'?' 

ucceasor to Philippe de Seynea could help move things in t hi . direc­
t i on. 
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The above reflections are directly relevant to the vast amount 
of time being spent in meetings and report writing on the subject 
of science and technology referred to in .your paragraph 9. UNDP 
has now launched a new coordinating effort to promote the exchange 
on technology smong developing countries. The approach of the UN 
Advisory Committee on Science and Technology has been to draft a 
huge action program to be financed by special funds. They are not 
getting anywhere with this and I don't believe they will. Again 
it seems to me that we will make progress not by launching more 
global programs and establishing more machinery but by picking prob­
lems that are ripe for action by 'the internati 'onal community and 
gettm~g the agencies that have the technological and financial capa­
city to do something about the problem together with the governments 
that happen to be concerned about that problem. Jute production and 
end-use technology may be the next subject fer such Bn approach. 

With reference to your paragraph 10_ I again urge you to con­
sider tv-hat it means for us to have to go through all the t-lorld 
Bank's activities and operations and organize the material in order 
to contribute to the Secretary-General's hi-annual plans for UN 
action for II the developmen t of natural resources. II Is this really 
likely to advance the cause of development? 

tole are also pleased about the impending changes ,in the role of 
the Protein Advisory Group and are planning to increase our contribu­
tions to parity with the other 'sponsoring agencies. , 

You are perf6rming~ valuable service to the community in pursu­
ing these matters, and! hope my comments will be of some help as you 
proceed. , ... I 

I I 

NLH: tsb 
July 24, 1973 
cc: Office of the President (2) 

Mr. William Clark 

\ 
\ 

\ 
\ 

Sincerely, 

Robert S. McNamara 

, , 
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C 
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. MI . TAJUDDIN AHMAD 

I would .like 

Minister for Finance and Jute Affairs 

Government of the People's Republic of Bangladesh 

Dacca, d ate d S e p t emb e r 1 1 , 1 97.3 • 

to 

thank you very much for kindly giving me an 

opportunity to meet you in the midst of your 

ext r eme preoccupations while I was in ashington 

recently . 

I am inde e d very much grateful to you f or 

the per sonal i n t erest you have shown in the a f f a irs 

of Banglad e sh and t he genuine help and assistance 

you have extended to put our war devastat e d e oonomy 

on an even k e el . A personality with great human 

values , you have been able to apprecia ~ e the 

diff iculties through which we are passing now . ' I 

am sure with your g esture of goodwill f or Bang ladesh 

and genuine help , we will be able to sa~vage our war 

shattered economy and march on the path of progress 

and prosperity . 

Looking forwa r d to more fruitfu l dialogues 

with you in future . 

Mr . Robert S . Mc namara , 
President Uorld Bank , 
Washington , D. C. U. S . A. 

~LU~ 
~uv-/J~yLa9-

(Tajuddin hmad ) 
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ORGANISATION DES NATIONS UNIES POUR 
L'ALIMENTATION ET L'AGRICUL TURE 

ORGANIZACION DE LAS NACIONES UNIDAS 
PARA LA AGRICULTURA Y LA ALIMENTACION 

FOOD AND AGRICULTURE ORGANIZATION 
OF THE UNITED NATIONS 

Via delle Terme di Caracalla, 00100-ROME Cables: FOODAGRI ROME Telex: 61181 FOODAGRI Telephone: 5797 

Ref. 

4 September, 1973 

Dear Bob, 

I still have to react to your cable of 8 May in which you confirmed 
agreement in principle regarding the budget for 1974/75 for our Cooperative 
Programme. I have delaured replying to your cable because your concern about 
the staffing position of the Cooperative Programme led me to institute a. 
further stu~ inside FAO of the recruitment problem of the Programme. This 
stud;y was recently completed and I ca.n now inform you that I have agreed to 
consider, for the purposes of personnel managemen\ the Programme to be equivalent 

10 I ( to FAO ~ s field programme. 

I do not need to go into details about this; suffice it to saur that in this 
~ it will be possible to avoid some of the more time-consuming recruitment 
procedures which necessarily exist for the FAO Headquarters staff. Moreover 
I would be prepared to authorize the Director of the Programme to recruit 
actively a. number of staff up to about (1/o or 7% above the mutually agreed staff 
strength which for the next biennium would be 75 professional posts. It is 
hoped to offset in this ~ the effect of vacancies created b,y the normal turn­
over of staff. There should be no budgetary problem in this regard since the 
budget provision for consultants• services which for the next bienniwn will be 
1.2 million dollars, provides for the necessar,y financial cushion if at any time 
the actual staff strength temporarily exceeds 75• Since you made a similar 
suggestion some time ago I take it that you will be in agreement. 

I understand lh'. Huyser is writing to Mr. Yudelman to give him the neoessa.r,y 
budget details for the next biennium. Our Cooperative Programme is now firmly 
based on several years of mutual experience a.nd I personally have no doubt that 
the additional resources to be made available to it during the next two years 
are minimal in relation to the need for increased work on agricultural development. 
The importance of this sector has again been brought forcibly to the world~s 
attention through the serious deficit situation for grains. · 

With best personal regards, 

}Jr. Robert S. Molla.ma.ra, 
President, 
International Bank for Reconstruction 

a.nd Development, 
Washington :00, 
u.s.A. 

A.H. Boerma. 
Director-General 

resident h s seen 
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Roland Barnes, Esquire 
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Vice President for the 
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Director General 

AFFILIATE 
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Human Rights 
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Technology 
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Education 

Multi-Nation Business Law 
Multi-Nation Taxation 
Trial Lawyers 
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World Legal Directory 
Law and Judicial Systems 

of Nations 
World Law Review 

(Proceedings of the 
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Geneva, Bangkok, and 
Belgrade World 
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Towards a Feasible 
International 
Criminal Court 

Belgrade Spaceship 
Trial Book 

Research Reports 

. 11000/2-(j 
World Peace T~ _ .. ·ough Law Center 

Le Centre de la Paix Mondiale par Ie Droit 
EI Centro para]a Paz Mundial Mediante el Derecho 
Cabla: WORLAW 

400 Hili Building, Washington, D.C. 20006 ----- Tel.: (202) 347.7992 

Hotel Ivolre, AbidJan, Ivory Coast 

Robert S. McNamara 
President 

August 20, 

International Bank for Reconstruction 
and Development 

Washington, D. C. 20433 

Dear Mr. ~a~: 
I want to thank you for your letter of 

August 14, 1973 conveying your moving message to 

the participants of the Abidjan World Conference. 

-¥ 
I - have forwarded the message to Han. Alphonse 

Bani, President of the Supreme Court of the Ivory 

Coast. 

With very best wishes, I remain, 

President 

crf 

ABIDJAN WORLD CONFERENCE 
August 26-31, 1973 President has seen 
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Governrnent of the P 0ople 's 
Republic of Bangladesh 

Planning Commission. 

- l\1emorandur..'l on --neut Problem for Ambassadors 
in Creditor Countries. 

The Banglades.~ . Gover11r. ent ·· invited 

are rn0mbers of the World Bank and which 

whicl 

assisting Bangladesh, and six international agencies to a conferer1ce 

on development of Bangladesh on 31st !v!arch and 1st Aoril 19 • ?he 

objectives of the conference were to review the progress achieved 
in the field o.f reconst~ction and rehabilitation, to discuss the 

future proeramme s and plans for socio-economic· development and to 

find out whether the donor countries could make commitments for 

.(inancia.l and technical aBsistance to Bangladesh for the next 

financial year 1973-71}- and :tf so, in what amounts. 

However, delegates from .USA, U.K., Germany, France, Japan, 

Canada, Netherlands, Belgium, Italy and World Bank (i.e. delegates 

from countries/agency which have not- been able to settle the 
question of past debt liabilities of Pakistan) raised the question 
of Bangladesh's share in the past debt liabilitie_s of .Pakistan. 

This issue was not on the agenda ·~rjfh~ C~~f~~e;~e and Bangladesh 
had in advance informed the various countries/agencies that we did 

not consider tb.a t this 't"tan an . appropr:i.ate subject for· the conference 

and that we . did not wi~h to dfscuss it in this .fortun. At the end of 

the fj_rst day's meeting at the request of the delegates an informal 

meeting was arranged between them, on the one hand, and the Finance 

1-t!.n:Lster, the F'oreign Minister and the Deputy Chairman, on the 

other .• In this private and informal meeting Bangladesh explair-ed 
~ its position fn respect of the past debt liabilities of Pakistan. 

[ The creditor countries stated that Pakistan has decided to stop 
. dept service payments from June 1973 on that proportion of her past 

debt which She considers had been utilised in Bangladesh. They, 
therefpre, wanted Bangladesh to accept liabil~ty for the portion 
of debt 't¥hich 11\fas utilised in Bangladesh. They want.ed Bangladesh 

I '. • 

'to ;'admit 1-.n principle that Bangladesh is liable for a portion of 

'r) ' ¢e past external debt of Pakistan. The exact amount o:f such 
i/
1
/ liability ·hrould have to be sorted out between Bangladesh and 

.,. 

~ Pakistan i~ the coming months •. ~e~.ondly, t~e creditor countries 

r, 
;/ 

/ 

/ 
if \ suggested that th e:f would be agre~able to a generous rescheduling, 

I / 

in other \':f~rds, in spreading the burden of repayments over a longer 

. period. ~~. 1
\ 

.f \ I 
1 

1. \H; :nointed out the.t Pakistan cannot unilaterally disclaim 
I .~\ . 

\.rest.~ onsi bili t:T .. for the liabilit i~s which she had cr>ntracted in the 

hast\. She ' has \tit recognised Bangladesh. Therefore, she has no 
' \ 

JLeg1al ·bns-ts for d5 .. sclaimi ng her respons bility . 



I • 
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2. The question of sharing liabilities can not be rai sed 
independently of the question of sharing assets. Pakis t an 
continues to enjoy all the assets in the internationa l institution~ 

For example, she holds equity shares in th~ IBRD and gold contribu• 
tion in the Fund as wel;L as the drawing rights from t he Fund on th 
basis of her past original contribution in which Bangl adesh has 

/ v 

share. 

J. he question or sharing external liabilities is not m r 1 
related to the question of sharing of assets created against 
external debt but also total assets and liabilities o£ Pakistan. 
One cannot separate the two issues. This is only a part of the 
flow of the resources between the two parts of former Pakistan 
an d, therefore, is legitimately and closely related to the overall 
settlement of the outstanding financial issues between Pakistan 
an d Bangladesh. 

4. At an appropriate time and in an appropriate tor.m, 
Bangladesh is quite willing to discuss with Pakistan, on the basis 
of sovereign equality, the problems of the assets and liabilities 
9f the former Government of Pakistan. 4 conference on the 
developme nt of Bangladesh and possible external economic assistance 
was not the right forum for putting pressure on Bangladesh to 
a ccept liability for a part or the exter.ri'al ·debt of Pakistan. 

I 

In the Conference the credit~r countries offered development 
~; assistance on condition that Bangladesh was willing to accept 

-
l iability for past debts of Pakistan. Food aid· was kept outside the 
pur,ri e'~ of this condition. To use the offer ·or development assistance . l ( 

, as an instrument for influencing· the settlement of a political 
\ issue w:i th Pakistan was regarded as improper and , unl-(arranted. 

I '· 
'f. 

;. \1e would like to know on what authority l{(-~hese creditor 
delegates to this Conference insisted in their pf.~ssures. Did they 
act on author!ty or the highest political leader;Bip. in their 

• I . 

7 countries or at the level of financial ~e_chno_c-rat-s? \Did their 
a ctions reflec·t tactical considerations at ·this .me~t'ing, or are 
thei r pressures sympomatic of what must be expect~d also · in coming 

. I' 

month s? This is important for us to know because: this a·otion on 
• ( \· • 

,the part of the creditor countries is interpreted ~ 1 by us,~\ and rightly 
. •)· I' • . 

·. so , _ as an attempt to bail o Pakistan from \beinls declared a 
. / : . ... \ 

1 def aulting country on her own debt liabilitia~ ·· (or\ which she is 
I '/ • • '. \ 

/ l egally responsible. · . .' .. ··/)\ , .. ~~ . 

. ::' ·, 6. Furthermore, it has more serious ilil;lx~~i~ons for the 
·! l f .. 1, .. \ it • 

:~,(./~t~ure. An attempt by the creditor countries )'t~\fol.ate the 
;/ ~ettlement of external debt of Pakistan from l th~, \~_ettlement of 

.. ' /· ~:ota. l assets and liabilities of the former ~9.-Y,.~r~~~rt o~ Pakistan 
,r ,' ~s to strengthen Pakistan' a hands in her even\;_~al·~ ·~egotJ.ations 

.. p ~ \ ! ·~ 'I \ 
/t ;. l ' lj ' 

--
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with Bangladesh on the :Jettlement of outstanding f!~Lna;pcial 
' . I I 

problems betwee11 the two · countries. \~hen time co rne1s :i<?r a 
. . \ 

. settlement of . claims ~1ith Pakistan, she knows tha~ Ba~gladesh 
would press·. £or considerable claims on her asset$ ... \Fi~~tly·, 

· . . I " I 

Banglade~ would want a share of assets in Pakist~ cr~ated by 
' I 

transfer · of ·resources during two decades of colonial rule from 
Bangladesh to Pakistan. Secondly, Bangladesh would also. present 
to Pakistan and the world the estimated value of loss of assets 
inflicted on her during the war of liberation. '4'he assets \-:hich 

Pakistan destroyed during the war~iberation have been ' e~timated 
by a study of 'the UNROD office in Dacca at about ~ 1.560 million~ 
Pakistan knows that once sha can isolate the external debt problem, 

Bangladesh los~s the most uaportant single bargaining we~pon in 
her hands .to pres,s for her claims. Bangladesh, therefore', 

considers that this atterr.pt by the creditor countries to foist 
soma of Pakistan's liabilities on her would have the effact of 
weakening the bargaining position of ~angladesh in her negotiations 
with Pakistan. , 

7. In this context we would like to emphasize that B ngladesh 
has already acted as ap. honourable and responsible debtor. She has 

alrea&J taken over the past liability o£ the ongoing projects. In 
the absence of their reactivation ther

1
e would be a waste of 

. I . 

resources alreaqy invested by the donor countries as well as 
Bangladesh on these development projects. We have done 

1
SO 

irrespactive of whether the past . disburseffients on ongoing projects 
represent a small or very substantial part ofthe total cost of the 
projects. \ve stand ready to accept \'fhatever liability attaches 
to us after a settlement on all assets and liabilities is reached 
with Pakistan. We have also indicated to the cr~ditor countries 

I 

that us .and 'tlhen Pakistan comes around a conference ta.b~e \vith us 

as a sovereign a.'1d equal nation, '"'e ""ould not co.:untenance an 
indefinite prolongation of negotiations on this ;(mat~er because we 
appreciate the · a~LXiety of the creditor countri~~ for a settlement 
of their claims on the former Government of Pakfstan • 

. ,; ... ' \ 

8. While we would welcome assintanoe .from··. al~t frien_dly 
countries in support of our development plan, we ~~a:~d not like 

the donolir countries to utilise the giving of\ aid-(as \an instrument 

v for prejudicing our position vis-a-vis Pakist~~)o~/~r policy . 
regarding any other political and international; question. We seek 
assis tance on the ba~is of sovereignty, .. equ~litYt\a~-~·\(~bn-interferet 
in our internal affair:s. Ou.r leader, Bangab~nd~~·,1 11:1a~ -.~ery clearly 
enunciated his policy in this respect. He ha's1~·.rte,t.s~tei:i that 
while we are poor, we are a nation with sell'}·e~£ct. 'irhe ·, · 

' .1'{ ' \ . . 
.. /.'· ~-~· ~ : \ L. ~4 . r'n ,. 
/ I I ~ 

.:. f •. ' ·-., 
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delegates to the conference at Dacca might not have correctly 
appreciated this position and might have Belt that in view of 
the need of Bangladesh for economic assistance, we would be 
susceptible to the pressures of the kind they sought to _exert. 

We feel that as the delegates return home and report to ' ~ J 

their political author! ties, ~hey would be rethinking about the 
entire question. We hope that our Ambassadors in the various 
capitals '0£ the world would explain our position and contribute. 
to this ' precess of rethinking, which would separate the 

" I development assistance to Bangladesh from the problem of the 
settlement of external debt of Pakistan. We had already 
indicated to the delegates that we 'would like to know the policy 
of their respective countries 'regarding assistance to Bangla desh 
as soon as practicab~e, as we are engaged in finalising our 
Annual Plan for 1973-74 and Five Year Plan to be launched in 

. July 197.3. Our Ambassadors, we hope, would be able to seek 
clarification on this issue.' 

I I 
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INTERNATIONAL BANK FOR 
RECOt'JSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASS.OC I ATI ON 

OFFICE OF THE PRES IDENT 

Translation 

Dear Mr. President: 

rNTERNATIOt'JAL 

I take this opportunity of my visit to 
Washington to the C20 meeting to inform you that I 
have proposed to the members of our group the 
candidacy of Mr. Jacques de Groote, high official 
of the National Bank, to succeed Mr. van Campenhout 
as Executive Director for the World Bank and the 
Monetary Fund. I am sure that the excellent relations 
between the World Bank and Belgium will continue to 
develop in the future. 

I would also like to refer to the pleasant 
meeting which we had last March. You will perhaps 
recall that upon that occasion I asked you that, to 
the extent possible, Belgians be appointed to the 
senior staff of the Bank. In fact I attach much 
importance to this question. 

You told me then that you would not fail to 
take this into account if qualified Belgian candidates 
were found for the senior posts in the Bank. I hope 
that this may happen in the near future. Perhaps we 
could speak about this again in Nairobi where I look 
forward to meeting. 

Salutations. 

Willy De Clercq 
Vice Prime Minister & 
Minister of Finance 

AL 
July 31, 1973 
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Honor hl Gear. Shultz 
Seer tary of tb Tr asury 
Wash1n ton, ' .C. 20226 

~ r Gear 

M1nist r 
Intarnation 

th1 not 
po ition, and 0 to 
ubject. 

0\1 ill rae 11 t , ir 
to b fully e iteed by Jun. 30, 1914. 
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10 'Tokyo,. 

April 2. 1913 

1 

t thew don eting, 9 t . ttached xtr ct fro ~, th pro-
eee g8 ind1~at • with but two xc ptiODS, all of th jor donor countries 
pr nt, ineludiu , for exampl J ritain, Germany, J p n. Caned , 
Sw d n, n rk, Italy t and th ' tberl nde. upported ourt pl n1 h ent 
level of 1500 tD11110n itStn1thsoni OH doll rat co pared to th Third Repl n1 b­
ment level c,f 800 tIlion 1970 dollal,"$ . Frane aid it would inClreaa its 
contribution in aba.lute terms but eou·ld not refer to «I 81' ,tifie ount until 
it knew ore about the position of 1m ' jor contributor n _ an th U.S. t ·ted 
the 1500 11110n lev 1 n p ears a bit ltiou. 

th U.S. further tate that 
in the U.S. hare of contributions" d tb 
provi ion should be thorou hiy ,a 8 saed. It 

ust u ubstantlal re.duction 
th t maintenance of value 

I aware of th oPP 1tlon in .S. ~ partieul r1y in th Con-
gre iner sa innditur s on i p op1es ' t a ti when the 

b11ity to eet th rtflt ft n of it own pole i v rely 
11 it d. Ilowe-"er, it is i ort nt to r cogniz that, a the chedul ~ low 

. • th d1 burs m t of the U. • co tributlon to th ourth Re 1 uish nt 
would h v ' no ef'f et on the ov mment' xpend:1tur bud et in 75, and 
ill have but littl effect on it for rv ral eaT th¥" ftel': 
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(Signed) Robert S. McNamar! 

RftIdlru.. .. 'PaiO«n:11D/ RSMcN amara: iap 
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DONALD MACDONALI;> ESP /rtun 
President - President 

Priisident - Presldente 

OTTO KERSTEN 
General Secretary - Secreta Ire general 

Generalsekretiir - Secretario Gf!neral 

Dear Sir" 

8 January 

Mr. Rober~ S. McNamara 
President 
International Bank for 
Reconstruction and Development 
1818 H. Street NW 
WASHINGTON D,C. 20433. 
USA. 

The International Confederation of Free Trade Unions wishes 
to voice its protest at the r~cent decision, of the Executive Director~, 
.to grant a loan of $ 26 million to Brazil on the terms proposed. 

It seems clear that the principal beneficiaries of this loan 
will be the country's biggest landed proprietors, Ithus accentuating 
the already glaring inequalities in the distribution · of incomes in 
Brazil~ We believe that the World Bank has the duty not only to pro­
mote the economic growth of the ' developing countries, but also to 
encourage their social progress, especially in the form of a more 
equitable distribution of incomes. 

We trust that it will still be possible to recommend action 
by the Board of Governors in order to attach to this loan more accept­
able 'terms along the lines outlined above. 

\ 
• t · 

Yours sincerely, 

/!l // ' 'tJ . / /~ /--
General Secretary 

-," 
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