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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 
f 

OFF.ICE MEMORANDUM 
TO: Members of the Personnel Management Committee 

FROM: Martijn J.W.M. Paijmans f 
DATE: April 9, 1981 

SUBJECT: Response ·to the Brandt Commission Recommendation No. 7, 
concerned with giving Borrowing Countries a greater role 
in the Decision-making and Management of the World Bank 

1. I have attached for your consideration a copy of the above paper 
which has been amended to take into account comments made during the 
discussion of the paper at the President's Council meeting on November 24 
last year. 

2. The most substantial amendments, following that discussion, are 
the addition of a new paragraph 19, and a Table showing the change in 
Part !/Part II proportions at the N-Q levels, between 1976 and 1980. 

At~achment 
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FROM: 

BRANDT COMMISSION RECOMMENDATION NO. 7 CONCERNED WITH GIVING 
BORROWING COUNTRIES A GREATER ROLE IN THE 

MANAGEMENT OF THE WORLD BANK 

As referred to in the President's memorandum of February 22, 1980 

(SecM80-128), attached hereto is a memorandum dealing with that portion of 

the Brandt Commission Recommendation No. 7 which~d with giving 

borrowing countries a greater role in the management/\of the orld Bank. 

Distribution: 



MEMORANDUM TO THE EXECUTIVE DIRECTORS 

.Subject: Brandt .Commission's Recommendation Concerning the 
Representation of Developing Country Nationals in 
the World Bank's Management Structure 1/ 

Recommendation: "Lending through international financial institutions 
should be improved through ••• 7. Giving borrowing 
countries a greater role in decision making and management.":?:./ 

Introduction 

1. The Report of the Independent Commission on International Development 
Issues under the Chairmanship of Willy Brandt makes a reference to the issue 
of greater power sharing with the developing world in the management of the 
international monetary and financial institutions. "A special responsibility 
falls on the World Bank •••• In order to represent more fully the interests of 
its clients, we are convinced that it .should widen representation of Third 
World countries in its management. li .... Adequate representation of develop
ing countries in the staff and management, consistent with objective standards 
of quality in recruitment, will be an important step in building confidence." i/ 

2. This paper describes our fundamental agreement with this recommendation 
of the Brandt Commission and explains our own reasons for wanting to increase 
the number of developing country nationals on the staff and consequently in 
management positions in the Bank. The paper examines the early history of 
developing country staff representation irt the Bank, tracing the growth of 
their representation at the managerial level in recent years. Finally, the 

!/ As referred to in Article V (Section 5) of the Bank's Articles of 
Agreement, entitled "President and Staff" 

~/ Willy Brandt and others, North-South: A Program for Survival, London: 
Pan Books, 1980, p. 291. (The portion of the recommendation concerning a 

greater role for borrowing countries in "decision 
making" will be dealt with in a separate paper) 

1/ Ibid, p. 27 5 

!!._/ Ibid, p. 249 
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paper outlines the programs we are introducing to ensure a systematic and 
sensitive identification of relevant managerial potential from amongst Bank 
s~aff which, given the rising proportion of developing country nationals on 
the staff, should also lead to their appointment to positions of managerial 
responsibility. 

The Need for Stronger Developing Country Representation in the Management 
of the Bank 

3. The Brandt Commission has emphasized the importance of strengthening 
the role of developing countries in the management of the Bank in order to 
build the confidence of the Third World in the institution. The Bank is a 
cooperative enterprise representing both developed and developing nations, 
and its international development role can be carried out effectively only 
if the views of its members are reflected in the management of major issues. 

4. The practical way in which the Bank can accomplish this goal is to 
increase the number of member developing country nationals both on the pro
fessional staff and within the management structure. This has been an 
important Bank objective for many years and progress has been made in meeting 
this goal over the last decade (as will be described in paragraphs 13-14). 
Today these reasons are even more compelling than they were in the past and 
arise directly from the way in which the Bank's role has been developing and 
will develop in the future and the increasing diversification of its operations. 

5. One of these developments is the shift from "infrastructure" lending 
to sectors where social structures and cultural factors are more important 
to success, for example, rural development, health, education, and rural 
water supply. Although rigorous technical and economic analyses play an 
all important role in preparing operations in these sectors, they have to 
be tempered by a basic sensitivity to and understanding of the social struc
ture, aspirations, and cultural values of a developing country; and such 
assets have become as important as technical and economic skills. Therefore, 
the Bank has an urgent need to bring into managerial and professional staff 
individuals who can apply and adapt their developing country experience and 
sensitivity to the Bank's operations. 

6. Related to the above is the increasing importance of country and 
sector economic policy initiatives aimed at improving the development impact 
of projects but which, at the same time, may have sweeping social effects. 
Here again the perspective, awareness, and orientation of staff and managers 
from developing countries will be imperative in assessing and bringing 
about the desired consequences of such initiatives. 
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7. Furthermore, the past distinction among the member countries of the 
Bank between developed nations as the donors of aid and developing nations as 
the receivers of aid is becoming blurred in some instances, with the growth 
of wealth within some developing countries. Such countries are already (or 
have the potential to become) capital contributors in their own right, while 
a~ the same time continuing with their own internal development programs. 
It is important that the unique perspective of these member nations is fully 
t~ken into account at the management level if the Bank is to operate realis
tically within the increasingly complex world of international relations and 
development. 

8. In summary, therefore, the traditional mix of technical managerial 
skills, which will continue to be essential to the Bank and its membership, 
needs to be widened. Both at the managerial level and within the profes
sional staff as a whole, the aim of the Bank is to reflect in a more pro
nounced way the diversity of its membership, and to enrich its insight and 
understanding by drawing on the experience which member developing country 
nationals offer. The Bank has entered a time of great diversification of 
its operations. Just as advanced technical skills have helped the Bank 
maintain its high standards and expertise, so a greater infusion of devel
oping country expertise is essential for the Bank to maintain its relevance 
and credibility in a dynamic world where priorities are shifting and new 
development strategies are emerging. 

The History of Developing Country Representation at the Managerial and 
Professional Levels 

9. Early in the Bank's 34 year life, there was little explicit recognition 
of the need for, or any consolidated effort made to ensure a significant 
representation of nationals from developing countries, either in the Bank 
as a whole or at management levels. The Articles of Agreement (V.5d) set 
out two staffing requirements: the need to ensure that the selection of 
staff is based on the highest standards of efficiency and technical com
petence; in addition, there was also the need to ensure a wide geographical 
distribution of staff. The second requirement was for some time given 
relatively little emphasis because of the circumstances of the period. In 
the same way as capital finance in the early Post World War II era was avail
able in very few places (primarily the United States), so the major accessible 
source of skilled manpower existed mainly in the United States, the United 
Kingdom, and a few other developed countries. In the war-torn nations, the 
task of reconstruction absorbed the available talent. In developing countries, 
the available skills were scarce and in great demand. So for its first fif
teen to twenty years, the Bank drew largely upon a few leading industrialized 
nations for its supply of money and talent until the growing prosperity in 
other countries produced a new flow of resources. At the same time, 
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there emerged in the international community an active interest in exercising 
more influence over the growth of international development finance. 

10. The first reasonably sizable recruitment of developing country nationals 
into professional positions in the Bank began in the early Sixties. The largest 
of these groups came from the Indian Subcontinent where education, training, 
ana English language proficiency enabled individuals to. fit more readily the 
Bank's mode of operation at that time. In 1968, the Indian Subcontinental group!/ 
constituted one-third of the developing country nationals on the professional 
staff of the Bank. The only other developing country group of any size was the 
staff from Latin America. In total, the professional developing country staff 
amounted to 20 percent in 1968. 

11. In the following period, there was a rapid increase and diversification 
of the Bank's lending activities, and this coincided with a greater understand
ing of the need to strengthen the participation of the receiving nations in the 
World Bank's task of financing development on an international scale. In this 
climate, the first sustained attention was given to increase the number of less 
developed country nationals in the Bank's professional and managerial staff. 
Already by 1972, the number of professional staff from developing countries 
had grown almost threefold from the number in 1968. This trend has continued 
since. Overall, the representation at professional levels of staff from 
developing countries has increased from 20 percent in 1968 to 33.7 percent 
today. 

12. The Bank's staff have the complex function to advise member countries 
in the crucial field of their development policy, and work on projects which 
have significant impact on the economic, social, and financial well-being 
of those countries. In the interests of its own membership, the Bank has 
never compromised on the qualification of its staff, and it has been the 
Bank's foremost concern to recruit very high-quality professionals with 
substantial experience. On entering the Bank as a professional, the indi
vidual would benefit from the experience of working in the Bank environment 
on a series of assignments. If successful and convincingly demonstrating 
the ability to manage others, the person, will a~ter a period of years, have 
risen to a position of management responsibility. Given the time required 
to develop this management capability within the Bank, in the late Sixties 
some of the professionals from developing countries began to take their 
place in management alongside their colleagues from developed countries. By 
the early Seventies, an increasing number of developing country professionals 

!/ This group consists of India, Pakistan, and Bangladesh. 
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began to benefit from this development resulting in an increase in the number 
promoted to managerial positions. 

13. The attached table illustrates the change in the proportion of devel-
oping country nationals at the managerial and higher profess~onal levels 
(division chief level and above) since 1976. As the table shows the number 
of.Part II staff at these levels has increased from 20.7 percent in 1976 to 
25.2 percent in 1980. This growth has been particularly evident and important 
in the Operations Departments where decisions are made on lending and where 
developmental sensitivity and experience is especially important to the Bank. 
(Of the 47 additional senior positions in Operations since 1976, 23 were filled 
by staff from developing countries.) 

14. The number of positions at the most senior level of the Bank's 
management (director level and above) increased from 81 in 1976 to 85 
in 1980; and during that time, the number of senior managers in this 
category from developing countries increased from 16 to 20, almost 
entirely concentrated within the Operations Complex of the Bank. This 
represents 23.5 percent of the total number occupying these senior manage
ment levels. The number of Vice Presidents in the Bank Group increased 
from 17 in 1976 to 20 today. Part II Nationals among them increased from 
4 to 6 over this period, enlarging their share at the Vice Presidential 
level from 23.5% in 1976, to 30% in 1980. Today, two of the six Regional 
Vice Presidents are Part II Nationals, compared to one in 1976. 

How Managers are Appointed 

15. As indicated above, managers in the Bank (with a few exceptions) develop 
through the professional ranks. The Bank is justified in claiming that it is 
unique among international financial or developmental organizations because 
of its size (about 5,500 total staff), the diversity of the professional and, 
in particular, technical skills needed to accomplish its develo~ment role, 
and the vast representation of almost one hundred different nationalities 
among its staff. In addition, the Bank is an institution which has to offer 
its professional staff a career in order to attract and retain the required 
high quality and motivated talent capable of producing its primarily technical 
output. Therefore, the larger majority of the managers in the Bank have been 
developed from within. Over the last 5 years, 237 managerial and senior 
vacancies have been filled from within the organization by promotion, in con
trast to only 28 recruited into managerial ranks directly from the outside to 
provide special skills not readily available within the institution. 

16. The individuals who reach managerial positions in the way discussed 
enter the Bank in one of two streams. The larger stream consists of highly
qualified professionals recruited in mid career with extensive pre-Bank 
experience in their field of expertise. The second much smaller group is 
young staff with high academic training but limited work experience, recruited 
through a very competitive Young Professional Program. Professional staff in 
both of these streams are very carefully selected for their personal qualities, 
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integrity, intelligence, and versatility. For an individual to emerge from 
either stream as a manager, such a person must not only possess these char
acteristics but, in a very testing environment, show the ability to lead and 
manage through a range of Visible achievements, both in terms of professional 
s~ills and the display of managerial qualities. 

11. Over time, therefore, there has grown up within the Bank a generally 
accepted and successful way of identifying managerial potential, based on 
the competence and achievement of the individual working in a demanding 
professional/technical environment. The staff who have achieved managerial 
promotions have done so because they have been able to demonstrate the 
qualities which the organization has come to recognize as indicative of 
management talent. However, with the growth in the size of the institution, 
the increasing diversification of the Bank's activities and the evolution 
of its role described above, there is a recognized need for the Bank to 
widen the basis for assessing managerial effectiveness and potential to give 
more weight to the special sensitivities and insight which developing 
country nationals can bring to the managerial process. 

The Future 

18. It takes somewhere between 5 and 7 years for an experienced professional, 
from the date of joining ~he Bank, to develop to the level where the person may 
be ready for consideration to an appointment at the first level of management. 
Twelve years ago, the managerial staff from developing countries represented 
20 percent of the total. Today developing country nationals occupy 25.2 per
cent of all managerial and senior positions and 24 percent of the top management 
positions. This is a respectable achievement. It is recognized that the total 
number of developing country nationals at all senior levels as well as junior 
management levels should rise. The t~end has been a~t to increase~~s essenti~l 
participation, and the Bank is moving steadily in the direction of fulfilling 
this goal. The comments of the Brandt Commission have come at an opportune 
time to help sharpen our perspective and underline our commitment. 

19. Meeting the goal of increasing developing country representation in 
management is a long-range and demanding task for the Bank. The primary 
institutional objective is to ensure that both the professional and manage
rial staff are of the highest quality. Therefore, an increase in the number 
of developing country nationals must be accomplished in a way which does not 
compromise that primary objective. Talented and well qualified developing 
country nationals are undoubtedly available both inside and outside the 
institution, and the Bank has already embarked on the task of identifying, 
attracting and nurturing this talent in a way that benefits both those 
individuals, and the broader institutional objectives. This task is one 
requiring the same carefully managed process of identification and develop
ment of managerial talent as consistently followed until now, which has 
provided the Bank with the experienced and knowledgeable manage~ial teams 
necessary to lead the work in assisting the developing countries. While 
there is scope for the Bank to improve its methods of placing developing 
country nationals, the very nature of the process requires both intensive 
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20. At the more junior level of management·, · the -key to progress in 
placing more developing country nationals is .the increased recruitment 
of the~e nationals at the prdfessional level. Plans have already been 
established to achieve this goal in an even more concerted fashion than 
was demonstrated in the past. Once on board, they will benefit from · the 
increased attention the Bank has recently been giving to the management 
and development of its human resources; and those with potential will 
succeed in securing managerial prom~tions. 

21. At the more senior levels of management, there may from time to 
time be specific positions where it \vill be desirable and appropriate 
to recruit highly-qualified individuals from outside, particularly from 
developing countries. We are especially alert to identify individuals 
in developing countries with a particular skill or expertise ~hich the 
organization urgently or specially needs and who are '\villing to _ consider 
international service in the Bank. 

Summary 

22. The Bank agrees with the proposals of the Brandt Commission to 
increase the number of developing country nationals within the Bank's 
management. There are important reasons related to the development 
and diversification of the Bank's role for increasing this participa
tion. This realization has existed for some time, and the Bank has 
already made progress to'\vards achieving this goal but recognizes the 
need in the coming years to do more. The task is both complex and 
long term because of the special nature of managerial responsibility 
in the Bank and the time it takes to develop managers fron1 within. 
Nevertheless, the Bank considers this goal of the highest priority 
and plans to achieve progress through a combination of strategies-
increasing the number of developing country nationals recruited at 
the professional level so that, as a result of experience within the 
Bank, an increased number will secure managerial appointments; an 
improved monitoring of the progress and potential of existing managers 
to find individuals suited to senior managerial responsibility, which 
will benefit developing country nationals along with otl1er management 
staff; and there \vill also be the recruitment, for specific functions 
at a senior level, of developing country individuals who can offer the 
Bank unique skills or expertise. 
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THE CHANGE IN THE PART· !/PART II PROPORTIONS AT N-Q LEVELS, BETWEEN 1976 AND 1980 

Jt, I 

I c;>perations Support Total ·Total 

lf ;-, 7JJ · Departments Departments ~ IBRD IFC Bank . Group 
% of % of %· of % of % of 

No. Total No. Total No. Total No. Total No. Total 

Total 231 - 106 - 337 - 31 - 368 

Part I 185 80.1 86 81.1 271 80.4 21 67.7 292 79.3 

Part II 46 19.9 20 18.9 66 19.6 10 32.3 76 \ 20.7 

Total 278 120 398 46 444 

1980 
~ 

Part I 209 75.2 92 76.7 301 75.6 31 67.4 332 74.8 

Part II 69 24.8 28 23.3 97 24.4 15 32.6 112 25.2 

•'. 
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TO: 

FROM: 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINAN CE CORPORATION 

Mr. Robert S~ctara, President 

P. N. Damry ~ 
u I %1'(()· 

Brandt Commission Recommend;~ion on 
Sharing by Developed and Developing 

WBG ARCHIVES 
DATE: April 

Power 
Court tries 

·.r.:· 
~· 

1. You asked me to develop a paper on this recommendation. 
have yet much reading of Bretton Woods bistory to get through in this 
context but some conclusions are already emerging as a result of eading 
done recently and I thought I should place these before you in syn tic 
form, for two reasons: firstly, my preliminary conclusions diverge 
philosophical grounds from the cryptically stated Brandt recommendat 
on power sharing and, secondly, because a paper on the same subject h 
been assigned by you to Legal, Secretarys and Organization Planning 
Departments (No. 15 of the list to the Board), and that will probably 
differ from these views in substantive matters ~nd to a substantial 
extent. 

2. Tentatively, I conclude as follows: 

(i) In any practical sense "power sharing" can relate, 
not to mobilization but only to decisions relating to 
utilization of resources; 

(ii) Because of the extent of delegation by Governors 
under the Articles,weighted voting . is very seldom a 
distorting factor at the Governors level in matters where 
only a simple majority vote is involved; 

(iii) By the same token, in the rare cases where the 
Governors' approval depends on a special majority, two 
thirds or three quarter~,weighted voting can be a dis
torting factor in the eyes of Part II countries, but 
management must regard this as inescapable in an 
Institution of which the operations do not depend on 
political factors but their funding does; 

(iv) In practical terms, therefore, power sharing can 
relate only to operational decisions at the Executive 
Directors' level (policy and project or non-project lending); 
but even at EDs' level the present imbalance in favour of 
developed countries is actually desirable because: 

a) significant superiority in voting power gives 
Part I EDs the reassurance which permits and encourages 
flexibility; 

b) conflicts of interest and severe disparities are 
already appearing among the borrower countries them
selves and Part II interests as a whole, collectively, 
would suffer if a more collectively powerful group, 
the Part I EDs, were unable to hold the balance even 
between various Part II interests. 
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Mr. Robert S. McNamara April 3, 1980 

3. The above views would probably be offensive to enlightened 
thinking and need some explanation: 

(i) The relationshiErbetween quantum and direction of 
aid on the one hand and geopolitical and commercial self
interest on the other, are becoming increasingly evident, 
though so far only Mrs. Thatcher has had the courage to 
say this openly. Inflation and recession will exacerbate 
these trends. The deportment of some newly independent 
countries, and especially the attitude of their rulers 
towards constitutional safeguards, have made for greater 
cyni~sm in aid givers and this will grow worse before 
things get better. To me it seems to follow that Part II 
countries stand to gain nothing by seeking a greater share 
in decision-making when it comes to decisions on raising 
capital, or the putting together of an IDA replenishment 
or consortium aid and other resource- related operations. 

· In these matters the path of wisdom for Part II countries 
lies in their placing their moral support, irrespective of 
voting power, solidly behind management and individually 
or collectively using their influence to set their house 
in order so as to qualify the administratively weaker LDCs 
for aid which is both more copious and freer of reservations. 
The power of the purse is wielded, not when Governors vote 
approving resolutions, but when legislatures vote appropriations. 
Thus, the extent to which LDCs can influence the Governors 
vote in such matters has little bearing on the flow of the 
life blood of development --real resources --to the IFis. 

(ii) As for the Directors decisions {policy and project 
or non-project lending}, there is in fact a fallacy in our 
argument that, simply because there have been only 15 roll 
call votes in 34 years, voting power at this "operational" 
level is not really important. When I place what Directors 
say in the Board room against what they say individually to 
me, I must conclude that on any . innovation or modification 
or other area of controversy, the Part I Directors act as 
they do in the Board because they know they have, or have 
not, the votes. Apart from their obvious recognition of 
the quality of management of the World Bank, the Part I 
Directors approach their task with a more open mind and with 
a readiness for greater flexibility mainly because they are 
aware that in the final analysis they can vote the proposal 
down. A merely marginal superiority in voting power, and 
certainly parity, would bring about great psychological 
changes in the attitude of Part I Directors towards a good 
Part II cause. 
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(iii) Among the borrowers are relatively richer ones. 
In any scheme of power sharing intra-borrower power 
distribution will, in due course, become as serious an 
issue - perhaps more serious -- as the present Part I/ 
Part II imbalance. There are bound to be growing claims 
to a greater share in more slowly growing resources ~lntra
Part II strains will show up badly in this decade. By a 
parity of reasoning, the arguments for reducing Part I 
voting power will be used to bring down the power of the 
bigger Part II shareholders. Will, for instance, India 
or Indonesia be ready to part with some of their voting 
power in favour of those West African countries which 
today feel that voting power has something to do with 
their share of the most concessional aid? 

4. Thus, to my way of thinking, the voting structure by its very 
lopsidedness, is probably a safeguard to Part II interests rather than 
the reverse. I have not seen a good Part II cause suffering by reason 
of this imbalance. The only reservation I would add is that for purely 
cosmetic reasons the US would do well to forego some small measure of 
its shareholding, in its own political interests, because it is perceived 
as using its preponderent shareholding status to block development 
progress. This image of the US can probably be regarded as self
inflicted injustice to the US Executive side since the hurdles are 
generally legislative. The administration would present a better image 
if the US share of voting power were slightly reduced so as not to give 
it (and not any other single member), a veto power over the "80%" 
resolutions. The US Administration, would, on reflection, probably 
find its present _situation needlessly odious. 

5. If changing the voting structure is thus not a desirable way 
of achieving a perceived desirable change in power sharing, are there 
any other means (again this can only relate to the EDs level)? One must 
first recognize that "power sharing" cannot, and must not, be allowed to 
imply sharing of functions that belong to the management. Investigation, 
appraisal, negotiation, consideration of alternatives and the concrete 
formulation of operational proposals of all kinds, must rest wholly with 
management. Anything else would mean chaos and damage to LDC interests. 
Thus, it would not be a good way to achieve power sharing if management 
were to take LDCs into their confidence, or induct them into the proposal
formulation process earlier than the devebped countries, which is a method 
perhaps some LDC Directors might favour. If management finds it desirable 
to adopt consultative procedures prior to formal Board discussion this 
must be with the whole Board: otherwise management will find itself 
embroiled in intra ~LDC schism. 



- 4 -

Mr. Robert S. McNamara April 3, 1980 

6. However, we cannot refrain from some action at least, even 
if only for purely psychological reasons. The Rules of Procedure 
for meetings of the EDs have been made by the EDs themselves and they 
do require the Governors' approval. Section 4 of these Rules provides 
that any single ED may require a formal vote on ·any matter before the 
Board. This can be changed by action of the EDs-sQ as to leave the 
Chairman to ascertain and announce to the meeting the sense of the Board 
or of a majority but leaving the requirement of all formal voting to be 
obligatory only if a numerical majority of the Directorsask for it. 
This may prove a simpler solution than the one which I think we shall 
be incorporating in the formal LegB4 Secretarys and OPD paper you have 
called for 1which would. probably be that there should be a reserved list 
of subjects on which any single Director can call for a formal vote. 

7. If you have no objection, quite apart from the paper you 
have called for from the three departments, I will develop the above 
views in a sort of background staff paper, not necessarily representing 
the views of management, after completing my reading. 

PNDamry:lhw 
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Heath Press Conference in London today (2/12) lasted an hour ~~0; j 'j-
attended by about 50 newsmen. Major points made by Heath in· nis \~ -\~0 I I() 
presentation and in answer to questions were as follows: ~ 

One. We have moved a long way from the world of the Pearson Report 
and from the concept of aid as charity. The central message of the 
Brandt Report was that mankind's sur¥ival required mutual action 
a recognition of mutual interest. This wasLnot just a two-sided 
affair since the South was now composed of many parts, including OPEC 
countries, NICS ana powerful raw material producers. Hence the Report 
recommended a differentiated program of action not a single set of 
solutions. 

Two. The Bank and Fund have expanded and adapted over the years and 
must continue to do so. However there was still a fundamental problem 
which had not been addressed and which had emerged in so many conversa
tions with third world leaders, namely that the Bretton Woods institutions 
were created in another age - the Anglo-American Age - which no longer 
corresponded to the new geopolitical realities. Hence there must be 
changes at the Bank in structure and "representation". Without such 
changes the OPEC countries would never be induced to play a more active 
role with the Bank. OPEC countries would not support an institution 
which was not representative. 

Three. If the Bank and IMF cannot move on the representation issue and 
towards meeting the financing gaps identified by the Report (more 
flexible forms of finance, etc.) then a new institution (s) would be 
required. Heath clearly regarded this as a second best solution as he 
did not want to see any more large international organizations. Indeed 
he emphasized the Report's recommendation on constituting a monitoring 
body to make existing institutions much more effective and collaborative. 

Four. In answer to questions as to how the Brandt strategy would work 
where most if not all others had failed Heath said the key to successful 
international negotiation was neither to discuss everything at once 
(a la CIEC) or one thing at a time as at last week's UNIDO meeting. A 
limited manageable agenda had to be selected in which both North and South 
had an interest in making concessions on return for identifiable payoffs. 
This was the logic behind the report's suggestion that progress in the 
international negotiating arenas would be enhanced by bringing together a 
small group of heads of state to consider a well defined and well-understood 
set of issues on which there could be mutual compromise. 

Five. Heath spoke of . the notion of the Concordat. In this connection he 
said the commission had not been "soft" on OPEC but had campaigned to bring 
the oil producers onto outside. The whole world absolutely needed security 
of oil supplies for the next 20 years while alternative energy sources were 
being developed. The oil producers for their parj were entitled to expect 
no erosion in the real price of oil through international inflation. Heath 
could not put a figure on the magnitude of the OPEC oil surplus, but he was 
emphatic that whatever the new constraints onfue commercial banking system 
we must invent new ways of recycling such surpluses back to deve~oping 
countries for productive long term investment. 

\ 
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PRESS DIGEST 

LONDON: Brandt Commission Report. The Brandt Commission's Report~ 
presented to U.N. Secretary-General Kurt Waldheim yesterday, is given full 
and prominent coverage in Fleet Street papers today. 

The "Times" leads its front page with a report angled on the Com
mission's call for a world summit. The paper in addition carries on inside 
pages an editorial, a half-page summary of the Commission's proposals and 
an article in its business section. 

The "Guardian" carries a front-page story a two-page "Third World -. 
Review Special" analyzing the report and assessing the prospects for imple
mentation, and an editorial. 

The "Times" says in its commentary that the report "is about as 
good a statement as any yet made of the global view. Its analytical sections 
are a devastating indictment of human folly ••• " 

The "Guardian" says the report is written in language not far from 
panic. "The warnings have been there at conference after conference: mass 
starvation in parts of the Third World, a breakdown of the international 
monetary system, a failure in raw material supply bringing chaos in the 
industrial world." 

Both papers focus on a major theme of the report:. that the crisis 
belongs to both North and South and, in the "Times'" words, "we should not 
be thinking in terms of aid to developing countries but in terms of mutual 
benefit and common survival." 

" ••• If the world is seen as a single nation," the paper goes on, 
"it makes sense to raise the living standards of the poor to stimulate 
trade and economic growth. It also makes sense to meet grievances before 
they provoke war." 

Of the recommendations the "Times'' says: "Some of these are 
vulnerable. The report does not wholly face the problem that massive 
transfers of resources to the South would inevitably mean massive financing 
of deficits in those areas. Its recommendations on new · forms of special 
drawing rights could be inflationary. The world money supply needs to be 
treated separately from the problems of helping those in need. 

"A more consistent distinction between those countries that rely 
for the foreseeable future on charity and those that, with the right sort of 
help, could generate their own growth would help to distinguish those forms 
of financing that can be subject to more or less normal banking criteria from 
those · that cannot. 

"There will also be doubts about whether the recommendations on 
stabilizing commodity prices take full account of the extent to which future 
scarcities will drive up prices," the "Times" says. 

I ... 
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"The bad record of the South in making the best use of aid, which 
has done much to disullusion the North, is met with the somewhat optimistic 
acknowledgement that social, political and agrarian reforms are widely 
needed," the article says. 

"The argument that there are simply not enough resources, parti
cularly of energy, to give the whole world a decent living is only partly 
met with a plea for better use of resources. But there is a strong warning 
that competition for resources could be one of the greatest dangers of the 
future. 

"As a description of the problems that face us, and a warning of 
what could happen if we fail to respond, the report can hardly be faulted. 
It ought to become one of the basic documents of the decade. It is a partial 
answer to those who feel that politicians never lift their eyes above the 
next election. 

"Here are some politicians, relieved of the daily strains of 
office, who have drawn on their reserves of experience and idealism to seek 
answers to the largest questions of all. 

The paper concludes: "The best hope, perhaps, is that global and 
national perceptions will come together on the simple issue of survival. 
The Third World has the resources that the developed world needs. It also 
has tensions which could explode. 

"National self-interest alone demands a more determined look at 
these problems. Obviously they would be tackled best in cooperation with 
the Soviet Union and its allies, whose aggression has added so much to 
the burden of world armaments, but if rivalry must continue it is all the 
more important that the Western democracies should pursue their own enlightened 
self-interest in cooperation with the Third World." 

- 0 -

The "Guardian" says that the diagnosis and urgency of Brandt's 
recommendations "will be much more striking to Northerners than Southerners 
because the crisis is the North's more than the South's. It is the well
developed countries which will face a plummeting standard of living if the 
new -international order is not achieved. 

"For by definition the hungry, badly equipped, and technologically 
simple parts of the world have less to lose from any catastrophe that may 
impend. But it is not in the South's interest that maldistribution of 
wealth should endure or that the Western economies should fail to deliver the 
goods. 

· "The Brandt Commission does not, as past apologists for the 
development lobby have done too often, disguise the self-interest of the 
enterprise. 

I ... 
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"But half the participants were from the Third World, and the 
unanimity of the report spreads that self-interest to Upper Volta and 
Indonesia as well as to Britain, the United States and OPEC. We have been 
warned, but then we have been warned before," the paper concludes. 

- 0 -

In its special twb-page review of the report, the "Guardian" 
summarizes the report and its recommendations and publishes an interview with 
Commission member Shridath Ramphal, the Commonwealth Secretary General. 

His interview with Third World Review editor Altaf Gauhar reflects-· 
Gauhar's views as much as Mr. Ramphal's. 

He quotes Mr. Ramphal as saying: "The Commission's report could 
be a positive contribution towards the development cause and indeed the 
goals of the New International Economic Order generally." 

But Gauhar questions Mr. Ramphal at length on aspects of the 
report which he feels are loaded in the North's favor." ••• The South was 
being called upon to provide assured access to oil supplies, under a 
guarantee of gradual and moderate price increases in real terms, and to 
allow the Western multinationals free access to the minerals and raw 
materials of the developing countries, without any binding code of conduct 
to regulate their activities. 

"In return the South would be led on by a vague and general 
promise of larger transfer of resources from the North. That did not look 
like an attractive balance sheet of the basis of mutuality of interests," 
Gauhar writes. 

Gauhar also asks why the proposed World Development Fund could not 
absorb the World Bank and IMF. "No such suggestion was made," Mr. Ramphal 
says. "We thought that both the World Bank and the IMF could perform better 
in areas in which they have competence, subject to certain reforms. No 
other course would have led to a consensus document." 

In article on the origins of the Commission, writer Richard Norton
Taylor notes that the decision to set up the ICIDI was first mooted by World 
Bank President Robert McNamara . in 1977 when the conference on International 
Economic Development--the so-called North-South dialogue--was faltering. 

"It was designed to take the steam out of recriminations, just as 
the North-South dialogue was an attempt by Henry Kissinger then U.S. 
Secretary of State, to divert a possible threat of a militant OPEC-Third 
World bloc. 

"Brandt at first refused McNamara's offer, and preferred to wait 
for the final outcome of the conference on International Economic Develop
ment. He accepted by the autumn when the conference broke down ••. " 

I . .. 
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Norton-Taylor also writes in his article that, ironically, if 
the Commission's proposals are to be -accepted, in particular the creation 
of a World Development Fund, "the one institution whose future will be in 
doubt will be McNamara's World Bank." 

- 0 -

David Tonge, writing in the "Financial Times'', says that it ·is 
no criticism to point out that few of the Brandt Commission's ideas are 
totally fresh. "Instead their ancestry is often old but honorable ••• ," 
Tonge writes in a six page, mainly factual, summary of the Commission's 
work. 

"To this extent the prospects for the Brandt Commission are 
identical with those for the North-South dialogue. One of the weaknesses 
of this dialogue is that no group of countries willingly relinquishes a 
position of privilege. At present only OPEC can force the West to take 
note." 

"This autumn the U.N. is to hold a special session on North-South 
issues and to start global negotiations on "practicable subjects to be 
agreed on mutual interest. The North-South dialogue is thus on the table,'' 
Tonge says. 

"Governments in the West are in two minds as to whether OPEC will 
bat for the developing countries, he goes on. "Some EEC members have tried 
to approach OPEC to do it in advance of North-South negotiations. So far 
they have been rebuffed. 

"But that such feelers were put out indicates the change since 
the days of (Lester) Pearson and why Brandt's vision cannot be brushed aside." 

- 0 -

AMSTERDAM: The Amsterdam newspaper "De Volkskrant" today commends 
the Brandt Commission for its report saying that the members of the Commission 
have shown courage in their attempt to break the present deadlock in the 
North-South dialogue. 

"While the present world economy is defended at international 
conferences, the Commission emphatically stresses the necessity of reforming 
the international economic system and of introducing a better monetary 
system and flow of funds to developing countries." 

The paper says the idea of a new fund is piquant since the 
Commission in fact by-passes the World Bank which initiated the Commission. 

The Commission is not only making a serious attempt to break the 
North-South deadlock but apparently also has a better listening post 
concerning developments in the Third World, the paper comments. 

I . .. 
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"De Volkskrant" says with international economic relations shifting 
so strongly a new opening can be made through the proposed fund which could 
serve as a crystallization point in a new economic environment. 

"Brandt proposes this, not only translating inter~dependency into 
. policy plans, but also with a view to the increasing tendency of Third 

World countries to mutually bind their strength," the paper says. 

Furthermore, perhaps the Brandt Commission has sufficient 
credibility to finally get the East Bloc countries actively involved in 
the Third World cause, it adds. 

The paper notes that the Commission can do little more than suggest 
new ideas, not all of which can be realized. But the least that can be 
attempted is to ·get p.oliticians or preferably heads of state together to 
obtain a real breakthrough in the North-South dialogue, the paper says. 

BONN: German newspapers give prominent coverage today to the 
Brandt Commission report. 

The "Frankfurter Rundschau" says in an editorial that the report 
pr~sents a warning to the world in letters of fire. 

The paper says the report "cannot sink so deep into an archive 
drawer as some powerful politicians would like it to ••• 

"A lack of novelties, of ready-made recipes, which development
conscious people might have wished for, represents at the same time the 
danger that this appeal to the world's conscience might disappear into the 
abyss. 

"Brandt draws attention to the contradictions of his task, which 
necessitates the introduction of fundamental--even radical--changes in 
the relationship between the world's rich and poor by means of this peaceful 
appeal." · 

"Currency, trade or market experts might have objections to 
individual recommendations by the Commission," the "Frankfurter Rundschau" says. 

But it adds" "All specialist thinking pales before the example in 
the report's introduction that a starfighter costs the equivalent of 40,000 
health centers." 

Other newspapers _confine themselves to factual reports on the 
Commission's findings. 

(The above summary was .provided by Reuters.) 

I ... 
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U.S. PRESS DIGEST I 
Rich Lands Told to Loosen Reins on Aid to Poor Ones: The "New 

York Times" (February 13, page 3) says that more aid to poor lands from 
rich lands as urged by the Brandt Commission. The commission urged an 
emergency in ease in aid of $30 billion a year by 1985, totalling two and 
a half times t e present level. It also callec:L for a rise in loans and 
aid totalling $ billion to $60 billion a yea~ in the next five years. 
The article says 'The most novel feature of the 304-page report issued by 
the commission is a series of proposals ·to ~eaken the control of national 
legislatures over th granting of aid. The commission calls for 'universal-. 
taxation' of all cou ries with the size of their contributions linked to 
their national incomes. As a starter, the study urges consideration of a 
new World Development Fu to collect and distribute taxes on foreign 
trade, especially on arms, and the mining of minerals in the deep sea." 
Correspondent Bernard Nossi er notes that the report urges a major shift 
in power within internationa institutions like the World Bank and the IMF, 
and says that the proposed ne World Development Fund should divide decision 

-making "more evenly" among ·rich and poor nations. Nossiter writes: "Another 
recommendation would again doubl the recently doubled lending power of the 
World Bank, to $160 billion. The ocument does not discuss objections by 
senior bank officials that they are already experiencing problems in super
vising the loans they now make. But this problem could be overcome by the 
commission's proposal that more loans simply support the budgets of the 
poor nations and not be tied to specif c projects like dams, roads or 
clinics." I 

Brandt Commission Seeks Revived orth-South Dialo ue: Reporting 
on the Brandt Commission's findings, The' shington Post" (page 25) says 
that "The suggestion of a summit involving a out 25 head of nations repre
senting the 'major world groupings' is one o the commission's original 
contributions." The 'Post" adds that "Brandt tressed to reporters that 
such a summit can st 11 be possible despite new U.S.-Soviet tensions and 
he said it should be conducted with the minimum f pomp and publicity. The 
leaders who attend would be unable to make commit ents on behalf of others, 
but the Brandt Commission urged a summit because ' e believe the present 
deadlock is so serious, and the need to break throu h is so evident, that 
nothing should delay discussion and negotiation at t e highest level' :1'! 



OFFICE OF THE PRESIDENT 

Meeting on Brandt Commission ·Report, February 8, 1980 

Present: Messrs. McNamara, Chenery, Clark, Damry, Husain, Gabriel Haq 

Mr. McNamara suggested the following approach: 

(a) Responsibility for formulating the Bank's work in response to the Brandt 
Commission Report would be assigned to Mr. Chenery. 

(b) The Bank would prepare a topics list of Brandt Commission proposals 
relating to the World Bank; it would propose to the Board that a program of studies 
on these recommendations should be initiated; work should then be assigned to dif
ferent units in the Bank. He asked Mr. Chenery to prepare the list for submission 
to the Finance Committee on Monday and for discussion by the Committee on Tuesday 
afternoon. 

(c) After the Finance Committee, extended by the participants in this meet-
ing, had reviewed the topics list on Tuesday, it would be distributed to the PC 
with copies of the Brandt Commission Report for discussion the week thereafter. 

(d) The list of recommendations and the study program would then be taken 
to the Board by March 1 for discussion before the end of March, in order to have 
the Board's views before the Development Committee discussions in Hamburg in April. 
The list should leave out topics which institutions other than the Bank should 
deal with. In his view, no reaction to the Brandt Report should be put before the 
Development Committee for the Hamburg meeting; the Development Committee should 
simply be told that the Bank had extracted carefully from the Report the recom
mendations relating to the Bank and was in the process of preparing studies in 
preparation for the October Development Committee meeting. 

Mr. McNamara said that, in his view, the most important recommendation 
for the Bank was the Brandt Commission's proposed change in the gearing ratio. 
In view of the dramatically increasing current account deficits of oil-importing 
LDCs and the uncertainty surrounding the financing of these deficits, he would pro
pose publicizing that recommendation and embarking on a three-phase program for 
the Bank: 

(i) Under phase one, the Bank would over the next 3-6 months seek acceptance 
and ~establish the policy of structural adjustment lending. The Bank would organize 
for this new activity but would not plan on incrementing its five-year lending 
program. 

(ii) Phase two would lead to incremental lending for structural adjustment 
in FY81 possibly at a level of $1 to $2 billion. These increments would be accom
modated within the conventional structure of Bank finance but with a change of 
its gearing ratio. If such a change were not approved, the next capital increase 
would have to take place sooner than presently envisaged. The investment banks 
would not like consideration of a change in the gearing ratio because they con
sisted mainly of sales people who would argue that they had no assurance that the 
Bank would not move later from a 2:1 ratio to a 10:1 ratio. This second phase 
would cover the period 6-18 months from now. 

(iii) Finally, phase three would cover a period approximately 18-36 months 
from now and would move the Bank into unconventional financing, e.g., establishing 
a new subsidiary for energy financing and borrowing with SDR linkage. This third 
phase would come only if the activities under phase two proved to be inadequate. 
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Phase three should also include major efforts to obtain larger OPEC participation 
in the Bank; e.g. , an energy subsidiary could be ftmded out of, say, $300 mil
lion per annwn of IBRD income transfers, and $600 million per year of OPEC ftmds. 

He had discussed this strategy recently with Mr. de Larosiere who agreed 
that there would be serious problems in financing LDC deficits and that the Bank 
and the Ftmd should work more closely together in the field of structural adjust
ment lending, e.g., through joint missions. Mr. de Larosiere had even argued 
that, if the Bank moved into structural adjustment lending, the Ftmd might not 
have to ask conntries for as much "belt-tightening" as in the past • 

. , 
Mr. Damry said that changes in the Bank's financial structure, to take 

place under phase two, would require 80% of the votes and would therefore take 
much longer to achieve than outlined by Mr. McNamara. 

In response to a question, Mr. McNamara said that it was now the major
ity view in the U.S. Administration that it would help in getting the IBRD General 
Capital Increase legislation through Congress if the argument could be used that 
this would be the last capital increase because of the intended change in the gear
ing ratio. Management should tell the Board that the other issues relating to the 
future of the Bank should be seen against this program of helping financing of LDC 
current acconnt deficits through a change in the gearing ratio. For example, the 
IBRD liquidity and income issues should be seen in that light. 

Mr. Haq said that Mr. McNamara's three-phase program lacked initiatives 
on the IDA side in order to obtain badly needed increases in concessional flows. 
Mr. McNamara replied that the only answer now available was to shift certain conn
tries out of IDA in order to set free larger IDA amonnts for the poorest conntries. 
Mr. Husain agreed that IDA lending could be shifted more towards Africa in the 
future. 

As to the Brandt Commission Report, Mr. Chenery recommended not challeng
ing the Report's analyses but rather making good use of its recommendations. Mr. 
McNamara agreed. In Mr. Chenery' s view, the Brandt Commission Report was weak on 
its data, but some recommendations were well presented. Mr. McNamara agreed that 
the Report was a "net-plus" for development. But it was sad that the Report was 
poorly presented so that few would read it and it would not have much leverage. 

Mr. Clark argued that the Report changed perceptions; in particular, it 
increased the sense of LDC responsibility. The Report would help the Bank in the 
Third World and criticism of the Bank was actually helpful. Mr. Haq argued that 
the Report would have a greater influence than the Pearson Report had 10 years ago. 
Mr. Husain said that the Bank should simply seize on those recommendations of the 
Report which were useful for its purposes. Mr. Gabriel commented that Willy Brandt's 
introduction to the Report was good, setting the right frame of mind. 

Mr. McNamara then conmented on the specific recommendations relating to 
the Bank which should be covered by the Bank's work program. 

CKW 
February 25, 1980 



OFFICE OF THE PRESIDENT 

Meeting on Brandt Commission, September 17, 1979 

Present: Messrs. McNamara, Fritz Fischer, William Clark WBG 
h'$: lf 

Mr. Fischer made the following points: (a) the Secreta ·~ o t e 
Brandt Commission was presently sending some first-draft chapters ~~~8~~, 
individuals for comment, but these drafts could by no means be conside the 
final product; (b) although the concept of establishing a World Development Fund 
had found considerable support among the Commissioners, e.g., Messrs. Ramphal and 
Ted Heath, he did expect the final reports rather to talk more generally about 
the additional financing needs of LDCs and not to focus on the issue of a new 
financial institution; Mr. Brandt himself had commented that he did not see 
how the OECD nations would agree to financing of a new institution in which they 
would have less say; (c) the issue of armaments would not be made the number one 
theme; and (d) it had been suggested that a limited summit meeting of, say, 25 
heads of state from the North and the South should be organized under the umbrella 
of the UN in order to discuss informally, without a communique and press coverage, 
the 5-6 main items of the report and the policy priorities emanating from the 
report, and then to have these heads of state act as "nrultipliers." Only after 
such a meeting should a general UN debate on the report be initiated. 

Mr. McNamara said that he considered the proposal for an informal summit 
meeting on the report to be an excellent idea. As to the question of a new finan
cial institution, he urged that the existing institutions not be spared but also 
not destroyed. In the present difficult environment, it would be a serious mis
take to weaken existing institutions. 

Mr. Fischer argued that a new institution was possibly required in the 
energy field. Mr. McNamara agreed. Further, Mr. Fischer mentioned that it had 
been suggested that the IDA replenishment period be extended because three years 
was too short, and that ~DA be separated·· from .the Bank because it was not a "bank." 
Mr. McNamara said that separating IDA from IBRD would be a mistake. It was im
portant to emphasize that IDA was not a welfare institution but rather a hard
headed investment agency. 

In conclusion, Mr. McNamara said that the way Willy Brandt had been able 
to organize and conduct the deliberations of the Brandt Commission constituted a 
magnificent political achievement. 

CKW 
September 27, 1979 



From: The Rt. Hon. Edward Heath, M. B. E., M.'P. 

HOUSE OF COMMONS 

17 July 1979 

I was sorry that neither of us had the time to 
meet in Washington last Friday but I was very glad 
to have the opportunity of a few minutes' talk with 
you on the telephone. I know that Kay Graham is 
keeping you well briefed on the activities of the 
Brandt Commission but I felt it might have been useful 
for us to have a further word about the shape of the 
final report. 

It was good of you to undertake to come over to 
Europe if we get into really serious difficulties. 
I hope this will not be the case but I shall not 
hesitate to send you a message if we require your 
help. 

All good wishes for your present trip. 

Mr Robert McNamara 
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FROM: 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr McNamara DATE : June 25, 1979 

t 

William Clark ~ 

Your conversation with .Peterson ·and Botero 

From all my conversations about the Brandt report I gath 
that the core is to be written by Brandt himself (with assists 
from Bob Cassen, Anthony Sampson and Fritz Fischer). It will be 
quite short (say 20,000 words) and its outline is likely to be 
discussed at the Vienna meeting in early July. 

The essential points are: 

1. The theme of interdependence; the task of raising 
living standards in the Third World cannot be shirked 
in the rest of the century by the industrialised world, 
including the Communist world. 

2. The task is vast and urgent and can only be carried 
out in the last two decades of this century by a new 
sort of total global effort. There will be a description 
of what this effort must be including a world tax, a World 
Development Fund, and a world allocation authority. A lot 
of the argument is still about how this authority should 
operate; should it be a wholesaler or retailer of funds, 
should it vote by shares of contribution, by sovereign 
states or by some mixture. 

At last hearing the proposal was that the world authority 
should vote more or less on U.N. lines, but it should allocate funds 
through existing institutions such as IBRD, IMF, !DB etc. But there 
is strong supp~ for giving large program loans to needy countries 
outside the existing institutions. There is similar pressure to ease 
the terms and conditions of IBRD and IMF loans - briefly to put much 
more power in the hands of the borrowers, including more power to 
Part II countries in our Boards. 

I would suggest that you explain to Peterson and Botero 
the need to avoid makin the Bank like UNDP where allocation is b 
the borro rs, who are not always the best judges of what their 
priorities are. We probably must accept that the Part II countries 
will get a larger voice in the World Development Fund, but it is 
essential to the funds made ava t d 

development in view, rather than political 

I think that we have two thin gs to fear: (i) being pushed 
into "political" allocations of our Funds in the name of Third World 
rights; (ii) being by-passed, through other agencies allocating funds 
on a far looser basis (program loans etc.) which would destroy our 
leverage. Is either course in the interest of World Development or 
the Third World? (Peterson should be easy to persuade, I suspect 
Rodrigo, with 17 metre rails in his mind and a firm belief that the 
Part I countries owe 0.7% of G.N.P., will be harder). 
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But the dilemma Brandt faces is how to meet the very widespread 
demand for a massive increase in the flow . of . resources to LDCs, without 
massively increasing the size and power of the IBRD, which the balance 
of opinion on the Commission feels ought not to grow faster than it is 
growing, even though most agree that it is by far the most efficient 
agency for development. 

I hope you can find out if this diagnosis is roughly correct, and 
then consider how best to protect our efficiency, and retain our primacy 
as a pioneer. I doubt whether we can hope to avoid many proposals for 
alternative flows of resources - but you could stress that the success 
of the Brandt Commission will be judged by the practicality and possibility 
of implementation of its proposals. Proposals that please the Third World's 
political leaders, but are not economically sound or have no chance of 
being adopted will leave the situation far worse. But (a last warning) 
we should avoid saying "that has no chance in the U.S. Congress" - we 
should ask will it get through U.K. Parliament, German Bundestag etc. so that 
the U.S. may be pressured into following. 

WDClark:sf 
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WORLD BANK I INTER NATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Files 

William Clark~, 

Note of Conversation between R.S. McNamara 
and Willy Brandt in Bonn, March 7, 1979 

DATE : March 12, 1979 

Willy Brandt, who appeared in good but slightly less vigorou 
health, greeted R.McNamara warmly and there followed 90 minutes of 
extremely good humoured exchange of views. 

Willy Brandt began by saying that the Commission had 
quarrelled in Kuala Lumpur but had been more friendly and positive in 
Switzerland. He had raised the question of disarmament because he 
beleved that a reduction in arms was a moral necessity if man was 
to survive. He recalled that RSM had spoken on the same theme in 
Montreal in 1966. 

RSM agreed that even if the money saved were wasted there 
should be less expenditure on arms; it was a double benefit if 
the savings by rich and poor countries were spent on development. 

W.B. picked up the point that there would be savings 
by LDCs and emphasised the importance of that for peace "probably 
the safest place for arms is Europe, and the least safe Africa or 
Asia". 

W.B. said that the non-economic sides of development were of 
particular interest to him, but he found the Secretariat too economist 
minded. They had said they could not consider population, he felt 
his Commission could not fail to consider population; he intended to 
do so with help from Bob Cassen. He found the Third World rather 
cowardly about population repeating the Bucharest formula that 
nothing could be done till they had been helped to raise their 
standards of living. W.B. had talked with Mahler of WHO about this 
and he was going to provide a paper (possibly a chapter in the final 
report) on health in relation to development. Also about women and 
the family structure in relation to development. 

RSM assured W.B. that he thought it was quite rea~istic to imagine 
that programs started in early 1980s would have a major impact on 
development by end of century. The Bank had decided to invest in health, 
but in preventive rather than curative and along far less sophisticated · 
lines than modern western hospital medicine. 

W.B. described his timetable and plans for the Report. It 
would consist of a foreword by himself which he alone would sign, then 
more detailed recommendations probably signed by the whole Commission. 
There would be something like 18-20 recommendations of a fairly broad nature. 
This volume would be short, some 150-200 pages and he would be helped 
in drafting it, by Antony Sampson whom he already found very sympathetic 
and useful. There would be a further volume - probably later -
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containing secretariat papers intended for experts. 

The first volume would begin to be drafted between now and the 
May meeting. It would be brought forward officially at the July 
(Vienna) meeting and redrafted in the light of that meeting. It 
would be finally discussed at the October meeting; signed and dated 
about January 1st, 1980; presented to Secretary-General Waldheim 
about January 10, and published in the main languages from Zurich 
almost simultaneously. Members of the Commission would personally 
take it to Heads of Governments with whom they were personally 
acquainted and try to "sell it" to those countries. One climax to 
all this would be the Special General Assembly of May (?) 1980. 

RSM welcomed this program and said that he agreed with W.B.'s 
comment that essential to any selling job was the moral basis for 
action. Both agreed in a friendly exchange that the moral basis must 
be fundamental and one must build on that a sense of cooperation in 
a mutual interest. 

W.B. mentioned that he had been very impressed by the revival of 
moral interest e.g. the German churches'proclamation about Unctad; 
the World Council of Churches'emphasis on this for Protestants, 
Pope Paul's emphasis for Catholics, the reception of Pope John Paul II 
in Mexico - a developing country; even the moral/religious basis 
of the revolution in Iran. 

W.B. said the Report would rest on three legs: Survival, 
Justice, Jobs. Olof Palme had suggested that Jobs be put ·first; 
Ramphal had said no put Justice (and so moral basis) first because 
that could be sold to LDCs and the U.S. 

On the financial and monetary aspects W.B. said that he leaned 
strongly to some form of automatic transfer of resources from North to 
South, but he hesitated to use the word Tax. 

RSM said he favoured the report using the word tax; it was what 
the world would be coming to by year 2000 anyway. W.B. said could it 
be a tax on trade without discouraging trade? In any case it was 
agreed the 0.7% of G.N.P. was a sort of tax, it should be so labelled 
and greater efforts made to meet the target. W.B. said he was considering 
a 'tax' on all - rich and poor - which would produce funds redistributed 
towards the poor. R.S.M. favoured this idea. 

On Bretton Woods institutions W.B. said there was a good deal of 
hostility shown to the I.M.F., which had not emerged at the New York 
Meeting attended by de Larosiere. Both Part I and Part II countries 
were critical of its failure to take proper account of development 
needs. RSM said that the Fund was not unimprovable, . in general it was 
a guardian of financial common sense, and in so far as it was failing 
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it should be changed and strengthened. 

W.B. said the Bank was generally praised - though not in 
Drag Avramovic's paper. But there was a feeling that there were certain 
gaps in the transfer of resources, e.g. program loans, medium term funds, 
debt restructuring etc. And there was the feeling that Bretton Woods 
institutions were founded before the Third World had emerged, and were 
basically Anglo-American, and how could they be expected to meet the 
current needs of LDCs? W.B. said that in the choice between creating 
a new institution and reforming the present ones, the Comission was 
oddly divided; for instance, Palme and Yaker were for reform, Heath was 
for a new institution (preferably in Europe, most preferably in London!). 
In any case Peterson and Botero and perhaps one or two other Commissioners 
would come to Washington on March 26 to examine this problem and report 
back to the May meeting. 

RSM responded by saying that the real need was for more finance 
and better terms for the LDCs. To create a new institution to do this 
would take a very long time and would detract from the support and 
effectiveness of existing institutions - which were under strain in 
getting support from the OECD countries at this moment. It would be 
far better to argue toughly for such reform as would largely satisfy 
the LDCs but could be accepted by the OECD countries. If this was not 
acceptable to Bank or Fund or the major shareholders then a new 
institution might be justified, though if it could not command the 
support of the OECD powers nor the confidence of the private financial 
markets it might be a dead duck. 

W.B. said that one objection raised to the Bank was that it 
was too big and too centralised. RSM responded by pointing to the 
importance of a critical mass which could really do the job of research 
and monitoring effectively for the Third World and indeed for the global 
economy. There was not enough work done on the crucial issue of mutual 
interest, for instance on commodity prices. The South was very concerned 
by this lack of a firm basis for cooperation. 

W.B. "The South is concerned and suspicious". It suspects 
that both Basic Needs and Mutual Interest are plots to deprive them 
of their duet by the North. 

RSM. There is not enough examination of international economics, 
too much emphasis on purely national problems. How national policies 
affect the global economy, e.g. national effects on international inflation, 
the U.S.$ overhang etc. need examination. Probably the Third World does 
need a Secretariat of its own, but it should not be used just for 
confrontation with OECD. 

W.B. said there was need for much more research on energy - where 
is coal or solar power not being used fully? How much energy has mankind 
to spare? RSM mentioned the Board discussion on our energy paper. 
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The Soviet East. W.B. spoke confidentially of his contacts 
with the Soviet and China. Breznev is a very sick man really run by 
a group of aides; he does feel that arms expenditure is a waste, 
the money should be used better. The experts he told to meet Ohlin 
and Egan Bahr showed some interest in trade; so especially did the 
Poles and Hungarians. 

The Report will try, without polemics, to move the Russians 
and Chinese forward (W.B. will show it to Russians and Chinese before 
publication). It will try to show that the industrial world is not 
just the North-West but includes the Soviet and Eastern Europe. 

Both therrdiscussed East-West relations and Salt II. It was 
agreed that the failure of Salt II, if negotiated, to be ratified 
would be a great disaster. 

WDClark:sf 



ONE WILLIAM STREET 

NEW YORK, N . Y. 10004 

PETER G. PETERSON 
CHAIRMAN OP THE BOARD 

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

Dear Bob: 

February 27, 1979 

Governor Jha wanted you to have this. 

He drafted it for our most recent 
Brandt Commission meeting. 

Sincerely, 

..· • 





• 
Functioning· of t he Horld Bank 

by 
L.K. Jha 

This note is confined to the 

Bank and is based on my own experience in dealin 

the Bank in the sixties as well as more recent di 

ui-th the PresiG.ent and some senior execut j_ves of the Bank. i· 
It vras 1:rri tten a couple of mont:1.s ago before the Secretariat 

Papers on Monetary and Financial Issues had been circulated. 

The reforms suggested on this note are not an alternative 

r to the proposals made by the Secretariat but should, I feel, ~ 

be co:i.1sidered as supplementary measures. 

Lord Keynes is credited \•li th the remark that the 

Bretton Woods twins had been wrongly named. It is the 

II·IF which should have been called a Bank and the IBRD 

\'lhich should have been called a . Fund! l·iy point is that 

t:1e vlorld Bank has to function not just as a Bank but as 

an agency for promoting development. "r.Jo bad debts 11 

may do credit to the former but indicate undue conservatism 

in the latter. r 
Overall the Bank has been moving in the right ~ 

direction - particularly in recent years when it has had 

some one without a banl-:ing bacl·::ground to preside over 

its affairs - involving itself in much more than the 

financing of viable projects and becoming a forlli~ for 

initiatives in regard to a wide range of development issues. 

/2 
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·rr this is to be - and I feel it should be - its true 

role, some internal reorganisation and changes in 

its traditions and practices are called for. The bureau-

cracy of the Bank exercises considerable influence on t~c 

policies and priorities of developing countries. The pull 

J.. -c exerts is not al\'vyays. heal thy. 

Bank teams visiting borrowing countries set very high 

standards for the projects they finance. Dealing with · 

such teams and complying with their specifications strain 

the administrqtive resources of developing countries 

sometimes resulting in the neglect of other projects. 

Often the project stands in strange contrast to those 

·vrh_:i_ch the country finances out of its O\v.a resources. 

Policy commitments, so~etimes confined to the project 

and sometimes pertaining to the whole economy, obtained 

as a condition for approval to the loan give rise to 

various other problems, including political ones. The 

bureaucracy of the Bank can indulge in arm twisting 

v1hich, however v;ell intentioned, often has nany undesirable 

side effects. 

~his state of affairs has come about because of ti.1e 

il1adequacy of ove:i."all supervision and guidance. The 

Annual I ·~eeting of ·Governors is more a ceremonial 

occasion than a policy formulating forum. The Executive 

Directors with their weighted voting tend to refl~ct 

the interests and views of the governments they represent. 

/3 
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Their importance has been on the decline. ~he Board ~-

does not become a t~ink-tank on development. In effect 

too much has tended to revolve on the President and Vice 

Presidenfuin steering the policies of the Bank. 

There has been a tradition that the \'iorld Ban:c :Just A· 

have an American as a President, ·while the I. Ii . F. sl1oul6. 

l1ave a European J.:[anaging Director. Even, at the Vice 

~")resident's level developed country presence (including 

American) has al\'lays been strong. ~·Jhile developed co"t.L.~~.ry 

involvement in· the top management cannot be dismissed 

as und.esirable or unnecessary, developing country parti-

cipation on a near-~qual basis is also essential. The 

solution I would propose is that in addition to the 

President, there should be an Executive Vice Prdsident 

enjoying almost equal powers. One of them should be from a 

developing country and the other from a developed colli1try, 

each chosen solely on the criterion of being the best 

available person ~ without regard to his nationality. 

In the recent past a high -level Development Committee 

has been set up. It is a step in the right direction. 

But the Committee has not yet become as effective as it 

s~ould be. The Development Co~mittee should be made t~e 

foru:n for decision-making, the distinction betv:een the 

Doarcl of Directors and the Developr.1ent Committee being 

tl1at the former shov.ld deal \·lith loan applicatj_ons vlhile 

the latter should be concerned with the overall policies 

/I.J. 
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of the Bank. The system of weighted voting should not 

have 2.ny relevance in tl1e Development Committee. 

The Development Committ~should have direct contact 

with and be serviced by the secretariats of the 3ank and 

the Fund, follo\·Jing the pattern of t~1e Interim Co~mi ttee 

of the I. Il. F. Its having a separate secretariat of its 

O\·ln has given rise to some unhealthy trends. 

The Bank has been reluctant to finance local currency 

expenditure on projects. As it is not an export-import 

bank but a development bank its role must be to ceet 

c~pital shortage and not merely foreign exchange shortage. 

Tl:.e Danlc could certainly ·ask the borrowing country to 

provide a reasonable proportion of the capital needed 

for the project. But it sl:ould not lir.1i t the Ban:{' s 

contribution to the value of imports. Banl: lending shouJ_d 

not create a bias for iElports against indigenous suppliers. 

The Banlc should be more ready to finance programmes 

as distinct from projects. 'Vlith the grov1ing recognition 

that develop:nent is a process which entails much more 

than a number of impressive projects being set up, 

program~e lending should receive greater emphasis in the 

future. 

The Bank should promote economic cooperation amen~ 

developing countries. Its policy of relying almost 

e;{clusi vely on consultants from developed countries rest~l-ts 

in t~1e specifications and technology for Banl~ finnnced. 
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projects beinG oriented towards supplieD f r om developed 

countries. Exports follov; the experts. There i::; a great 

deal of technical expertise available \'li thin the Third 

World now. The Bank should adopt policies to secure 

greater involve~ent of consultants and experts froQ 

developing countr·ies. They are likely to have better 

knowledge of '\vorking conditions in developing cou..."'ltries 

nnd to introduce the l·~ind of teclu1ology ,.,hich would be · 

more "appropriate" for other developing countries. 

In selling capital goods to one another developing 

com1tries are handicapped because they are m1able to 

offer the kind of long term credit ,.,hich developed 

cotmtries do. One solution to the problem would be to 

set up an Export-Import Bank as Hr. Al-Hamad has proposed. 

As anal ternati ve the itlorld Bank itself could extend its 

activities in this field, \vhich would have the advantage 

of a quic~~er start and lower overheads. 

~·lhat is referred to as a "third windov1u should 

become a regular feature of t~e leading operations of 

tlle Ban_'!.\: family, so that instead of only IDA 1 s soft loa:1s 

anci. Bank 1 s normal loans an in-betlvcen category co:-~~es 

into ·being. The Da~k ~ill t~en have to requisite 

flexibility in providin£; loans on appropriate ter!:ls havint; 
r; 

regard to the nature of the project and the plight of the 
..... 

borrowing country. 

/S 
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On issues pertaining to economic policy un~ 

developjD.ent strategy the Bal1l( should have a high level 

exchange \·1itl1 the countries concerned but these are not 

areas into v.Jhich Ban}\: teams negotiatiag loa:i.1S for 

individual projects should enter. 



From: The Rt.Hon. Edward Heath, M.B.E. , M.P. 

HOUSE OF COMMONS 

February 1979 

I am writing to thank you for 
kindly coming to see me at The Madison 
when I was in Washington last week. 

I found our talk most useful and 
I greatly enjoyed it. 

I will be telephoning you after 
the next Brandt Commission meeting 
to let you know what happens. 

~~- L.:J~ 

Mr Robert McNamara 

\ 
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The \Vorld Bank 

February 13, 1979 
• 

Messrs. MeN ra / 
Cargill 
Stern 

Please find attached the Bra 

Commission Secretariat Paper I informed 

you about some time ago. Mr. Ohlin .sent me 

this paper with great reluctance. Any 

reaction from us needs to take account of 

the fact that they were not supposed to send 

this paper to us before the meeting of the 

Commission (February 23- 26). 

I will send you other papers prepared 

for the same meeting when they are copied. 

A. Karaosmanoglu 

Attachment 
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