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f he \Vorlc i' Ba nk 

I 
J. 

August 15, 1980 

Members of the Finance Committee 

Please find attached a paper on "Debt and Debt 
Servicing" problems prepared by the Policy Planning 
and Program Review Department in collaboration with 
FPA. I assume it '\vill be considered by the Finance 
Committee in early September. 

It recommends consideration of several actions: 

(a) expanded deb t relief for the poorest 
countries (p. 8) 

(b) liberalizati on of Paris Club operations 
(p. 11) 

(c) more Bank po licy advice and economic work 
in country specific issues (p. 12) 

Detailed questions may be addressed to Mr. Hicks 
(ext. 60138). 

Joe Hood 

• 



August 7, 1980 

Office of the President 

MEMORANDUM TO THE EXECUTIVE DIRECTORS 

Subject: Brandt Commission Recommendation No.7 Related to 
the Debt and Debt Servicing Problems of Developing 
Countries 1./ 

Recommendation: " ••• the various international institutions begin 
immediately to study and articulate the range of 
likely debts and debt servicing problems as they are 
emerging, and the likelihood of existing private and 
public institutions being able to meet these needs" ];/ 

I. Introduction 

Debt problems are often the result of a combination of circumstances 
in ~ich poor debt management policies interact with both inadequate financial 
and economic policies, and adverse external conditions. In practice, it is 
almost impossible to identify a debt service problem as distinct from general 
problems of balance of payments management. 

External capital flows offer the opportunity for countries to acquire 
the use of real resources for investment and other purposes, but these benefits 
must be judged against the risks associated with rising debt service burdens in 
the balance of payments. Capital inflows can be used to create productive 
capacity which in turn might generate a repayment capacity in terms of export 
earnings, or they might be used to offset temporary reductions in export 
earnings, or to allow time for structural adjustments to higher import costs. 
In all of these cases, there are risks that the conceived strategy may not 
work; export markets may be limited, commodity prices may not recover, or 
policy steps may not be taken to restrict imports. Countries more d e pendent 
on primary commodities with highly variable prices, with limited export potent
ials and with limited capacities to adjust to external shocks, are less well 
placed to acquire large external debt burdens, and do so with greater risk of 
eventually encountering difficulties. 

This note explains the evolution of existing debt and debt service 
situation for the developing counties, both in the aggregate and at the country 
level. Recent changes in the terms, conditions and types of capital flows are 
also briefly reviewed, as well as debt service prospects for the future. A 
rdnal section considers a possible international response to the emerging debt 
servicing problems of the developing world, including the role of the Bank. 

II The reference is to the order of recommendations listed in SecM-128, 
dated February 22, 1980. 

~/ Willy Brandt, North-South: A Program for Survival, P• 239. 



- 2 -

II. Current Situation and Prospects 

Since 1973, oil importing developing countries have been faced with 
the prospect of larger current account deficits because of rising import 
costs and a more unstable external environment. Commodity prices have 
tended to exhibit wide fluctuations and, while manufactured exports have 
accelerated in volume terms, their growth has often been affected by the 
imposition of quantitative import restrictions in the developed countries. 

Thus, in an era of increased uncertainty, most countries have been 
increasing the level of their external borrowings as a means of stabilizing their 
balance of payments situation without reducing the level of investment and 
growth. As a result, the debt outstanding of the developing countries grew at an 
annual rate of about 20% per year during the period 1973-1980, 1/ and reached an 
estimated level of $410 billion by the end of the period. While-this appears to 
be large in comparison to the level of only $114 billion in 1973, much of the 
increase is due to inflation. In real terms, total debt grew during the period 
at about 6.8% per annum, compared to a growth rate of 5.3% for the GDP of the 
developing world, and 5.1% growth in the volume of exports. Thus, debt out
standing at the end of the decade was both absolutely and relatively higher than 
at the beginning of the decade. Total debt outstanding and disbursed for the oil 
importing countries will amount to 22% of their GNPs a~ the end of 1978, compared 
to 17% in 1973. For the capital deficit oil export~rs, this ratio exceeds 29% 
(see Table 1). 

Table 1: DEBT OUTSTANDING AS A PERCENT OF GNP 

1973 1974 1975 1976 1977 1978 

Oil Exporters 19.8 17.0 19.6 23.9 26.8 29.4 
(capital deficit) 

Oil Importers 17.3 17.0 18.6 19.1 20.1 22.0 
Low Income 17.6 17.0 18.2 20.1 19.9 19.4 
Middle Income 17.3 16.9 18.8 18.9 20.2 22.8 

Source: EPD (36 country sample). 
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Another indicator of debt service trends is the debt service ratio, 
or the ratio of debt service to total export earnings. 1/ Debt service ratios 
for the low income oil importing income countries, which rely primarily on 
concessionary aid, have remained stable at about 10-13%. In recent years, debt 
service ratios for these countries have actually fallen, largely as a result 
of inflation reducing the real burden of nominal debt repayments. For ~he 
capital-deficit oil exporters, on the other hand, the debt service ratio has 
increased from about 9% in 1974 to an estimated 21% in 1978, and those for the 
middle income oil importers from 18% to 25%. Large increases for these countries 
reflects their greater access to private capital markets in recent years (see 
Table 2). 

Table 2: DEBT SERVICE RATIOS 
(debt service: exports goods and services) 

1974 1975 1976 1977 1978 

Oil Exporters (capital deficit) 9.3 11.4 12.9 16.0 21.4 

Oil Importers 19.6 22.5 20.8 21.2 22.3 
Low Income 13.5 13.1 11.6 10.1 10.3 
Middle Income 18.4 22.1 20.2 20.3 24.8 

Source: EPD (36 country sample). 

It is impossible to say, however, whether debt service is more of a 
"problem" now then it was in 1974. These ag g regate numbers indicate a growth 
in the relative size of debt service when compared to GNP and exports. Whether 
the pres ent or future debt and debt service will become in some sense "unman
ageable" will depend on a host of other factors affecting the balance of payments, 
and needs to be considered on a country-by-country basis. The debt service 
ratios in Table 2 are somewhat misleading, moreover, since they combine countries 
with large exports and little or no debt with major debtor countries. In 
addition, the debt service ratios exclude short-term debt which in many countries 
has risen sharply in recent years and has become a major cause of balance of 
payments problems. 

As mentioned above, changes in these aggregate ratios have arisen 
not only because developing countries are borrowing larger amounts of capital 
but also because of an expanded use of private capital borrowings by the 

"4f 
oil-exporting and middle income oil-importing countries. This has taken the 

!/ There is considerable question over the utility of this ratio, particularly 
in an era of rapid price inflation and greater access to private capital 
markets. It is used here largely to give an indication of the relative 
size of debt service in the balance of payments uf the developing world. 
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form of borrowings from banks and bank syndicates, as well as greater use of 
the international bond market. For the developing countries, the advantage 
of such borrowings lies in .the fact that they are not tied to the purchase 
of specific goods as supplier's credits are, and thus can be used for refinanc
ing of debt payments. Furthermore, they are quick disbursing loans that are not 
encumbered by the conditions usually associated with bilateral or multilateral 
official lending. 

Unlike the fixed interest official or private export credits, ·however, 
these international bank loans generally have interest rates which are pegged to 
the LIBOR (London Interbank Offered Rate), by the use of a spread of .75- 2.5 
percentage points above the LIBOR. Hence, the interest cost of these obligations 
varies with market conditions, and future debt service obligations are more 
difficult to anticipate. 

As a result of the increased reliance on private sources of credit, 
the average terms of new loans to LDCs have considerably hardened. This is 
attributable to two effects: a combination of the composition of borrowings 
and changes in average terms within each category. As shown in Appendix 
Table A-4, the average interest rate on borrowings by oil importing developing 
countries rose from 5.1% to 7-8% between 1970 and 1980, and average length of 
maturities fell from 21 to 16 years. As a result, while the external debt 
generally has not grown out of proportion to GNP, the shortening of maturities 
and higher interest rates have increased the debt service burden. Thus, the 
debt service ratios have risen faster than the ratio of debt outstanding to 
GNP. However, when looking at debt service obligations, it is necessary to 
consider the erosion of the real value of past debt because of inflation. 

Country Situations 

Dealing with highly aggregative numbers is somewhat misleading 
since debt service problems are essentially country problems. Trends in debt 
service ratios for selected oil importing countries (Table A-3) indicate that 
70% have had rising debt service ratios over the 1974-79 period. In some 
cases, the increase is quite sharp. For instance, Turkey's debt service 
ratio rises from 6.8 to 30.2, Ivory Coast from 14.4 to 23.3, Morocco from 5.8 
to 24.8, and Brazil from 34.1 to 66.5. In some cases, the debt service ratios 
have not risen because the countries have benefitted from debt reschedulings. 

. . 

The debt service ratio is admittedly a very rough indicator of ··l 

debt service problems, since creditworthiness depends on repayment prospects 
rather than on the size of existing debt service or the debt service ratio • 

.... 

ll The exact amount is difficult to determine since not all bank loans have 
variable interest rates. 
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Some countries with high debt service ratios, such as Brazil, have managed to 
avoid a debt service "problem." On the other hand, countries with relB;tively 
low debt service ratios had to seek debt relief. 

A review of recent case studies of countries having debt problems 
illustrates both the similarities and differences between various countries, 
and the interrelationships between debt and other problems. After 1973, m~ny 
countries faced larger balance of payments deficits because of higher cost of 
oil and other i mports. Because of favorable trends in export earnings, some 
countries were able to finance this deficit with private capital borrowings. 
Creditworthiness was imperiled in some cases by a sudden downturn in primary 
commodity prices (Philippines, Zaire) or a decline in export volumes (Peru, 
Sudan). In the case of Turkey, the crisis was accelerated by a decline in 
worker's remittances and little growth in manufactured exports, while in Sudan 
the problem was exacerbated by a decline in official aid. 

At the same time, many governments used external borrowings to avoid 
a red uction in either their planned investment programs or in private or public 
c onsumption levels. In certain cases, foreign borrowings we re not devoted to 
the k inds of activities that would create an eventual repayment capacity or 
reduce dependence on imports. Funds were used for investments with marginal 
returns lower than the cost of capital, or to finance military expenditures, 
or to finance projects with long gestation periods. In some cases, creditors 
h ave made loan s without regard to appropriateness of the terms for the particu
lar borrower and with insufficient concern about the manner in which the 
res ources were used. 

For many countries, the combination of weak domestic investment and 
expenditure policies, plus adverse external events, resulted in a balance 
of payments situation so severe as to necessitate a debt rescheduling (Sudan, 
Turkey, Zaire, Sierra Leone, Peru). Some countries which borrowed heavily in 
private markets, at the same time managed to undertake programs of structural 
reforms which helped reduce their balance of payments problems (Brazil, Philip
pines). Those countries which have borrowed heavily but have not made adequate 
adj ustments to higher energy prices face a difficult situation: they carry a 
relatively high debt service burden (Jamaica, Turkey). 

Debt Service Prospects 

Projections undertaken for the World Development Report indicate 
that the overall debt service ratios are likely to rise through 1985, and then 
decline. For the oil importing countries shown in Table 3, the overall debt 
service ratio is projected to rise from an average of about 21% in 1977 to an 
estimated 23% in 1980, and to 26% by 1985, largely as a result of increased 
borrowings from private capital markets. While t 'he ratios for the low income 
countries are estimated to remain in the 10-12% range, those for the middle 
income countries are expected to rise to an average of 29% by 1985 (compared to 
about 20% in 1977). 
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Table 3: DEBT SERVICE RATIOS 

1977 1980 1985 1990 

Oil ImEorters 21.2 22.9 26.0 20.7 
Low Income 10.1 9.1 11.3 11.5 
Middle Income 20.3 25.7 28.6 22.1 

Oil Exporters (capital deficit) 16.0 15.4 13.5 12.9 

Source: EPD (36 country sample). 

It should be noted that these projections of debt service ratios are 
highly dependent on assumptions about trade prospects, import requirements and 
capital flows. For instance, the LDCs are assumed to grow at an average overall 
rate of 5.3% during the decade, while exports grow at 5.9%. The current account 
deficit is projected to decline from 3.9% of GNP (1980) to 2.1% in 1990 (high 
case). Export growth of the projected magnitude depends on an acceleration of 
growth rates in the industrialized countries, with declining or stable levels of 
tariff and nontarriff protective barriers, which may prove to be an optimistic 
expectation. For instance, if the export gro~h rate were to be one percentage 
point less than projected, the overall debt service ratio for the oil importers 
would increase fro~ an expected 20.7% in 1990, to 27.9%. ll This in turn 
depends on developing countries having acces~ to privat"e capital to finance the 
larger deficit caused by the shortfall in export earnings . 

The middle income countries, which have enjoyed reasonably good 
access to private capital markets in the recent past, may be faced with more 
limited possibilities in the future. There is growing concern among banks 
and bank regulators over the exposure of commercial banks in developing countries, 
dwindling capital/asset ratios, and the need for greater control and regula-
tion. It is not clear, however, to what extent recent declines in bank lending 
to developing countries arise from higher interest rates and lower spreads, 
versus a reluctance by banks to extend their exposure . For these countries, the 
issue may not be one of debt service, but rather one of the inadequacy of future 
capital flows. Debt service problems in individual countries may arise if 
private creditors misjudge prospects and economic management capabilities, and 
thus become over-extended. These issues are explored in greater depth in the 
paper "Prospects for Capital Flows to Developing Countries" (R80-211), which 
was discussed by the Board on August 5, 1980. 

ll This assumes that the total debt service on new capital inflows equals 
15% of the debt outstanding; and refers to the sample of 25 oil importing 
countries only (see Table 3). 



- 7 -

The low income countries generally lack access to private capital 
markets. This prevents them from accumulating large amounts of debt on terms 
which could create difficulties. They are likely to be faced, however, with 
major adjustment problems caused by higher oil prices, slower OECD growth 
and inadequate levels of concessionary assistance. While debt service obliga
tions are likely to remain an important element in their balance of payments, 
it is not likely to become the main cause of their balance of payments problems. 

IV. The International Response to Debt Problems 

Debt problems in developing counries have generated two broad types 
of responses by the international community; first, for the low income countries 
there bas been a limited agreement on generalized debt relief on past ODA 
credits. Secondly, for countries with serious debt problems, there has been 
continued use of the Paris Club and other arrangements for debt relief. Because 
of the importance of these two responses, their characteristics are analyzed 
below. 

Generalized Debt Relief 

For a considerable period, developing countries have requested gen
eralized debt relief as a means of affecting a rapid transfer of resources for 
their development. The developed countries, on the other hand, have argued that 
debt relief should be based on a "c.ase-by-case" approac!t considering each 
country's needs. Some of the more advanced developing.countries also opposed 
gen eralized relief because they feared that it would reduce access of the 
affected countries to private capital markets. After a considerable period of 
negotiations, ag reement was reached at the UN CTAD Trade and Development Board in 
1978 on a compromise whereby the members of DAC would grant to the least developed 
countries "retro-active terms adjustment" or equivalent measures (new aid), in 
order to ease the debt service burden of past ODA loans. Within this general 
framework, donors agreed to conclude bilater al agre ements with recipient developing 
countries. This agreement recognized that the terms of prese nt ODA loa ns were 
often more concessional than past loans, and some action wa s ~arranted to 
harmonize present practices with the terms of past debt. Ind e ed, many donor 
countries have recently moved from ODA loans to grants, particularly for the 
least developed countries. 

The total amount of debt relief announced so far by ten DAC countries 
indicates the cancellation of about $4.87 billion of outsta nding ODA credits 
and the elimination of about $.84 billion in future interest. The actual 
amount of debt relief must be negotiated'between the countries involved, so 
that these figures are approximate. Donor participation in the UNCTAD program 
has varied, with substantial relief coming primarily from the United Kingdom and 
Yest Germany. 

The beneficiary countries also vary widely. Since retroactive debt 
relief of this type was extended largely to the least developed countries (with 
some exceptions, see Table A-8), many low income countries received little, if 
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dny, benefit. The excluded countries tended to be those holding the bulk of the 
debt of the low income countries (e.g., India, Pakistan). For instance, the 
amount of total debt -relief given so far-- less than $5 billion dollars--
is relatively small compared to the total external debt of the low income 
countries of approximately $43 billion, of which $29 billion is from concession
ary bilateral sources (end 1978). Some creditor countries object to this kind 
of "back door" financing of development assistance, and further debt relief 
authorizations may be no easier to obtain than appropriations for new concessional 
loans. Several countries have indicated, furthermore, that their generalized 
debt relief operations will not be additional to their total development assis
tance effort. On the other hand, this exercise has probably been successful in 
increasing the proportion of DAC assistance which is transferred in a quick 
disbursing form. 

As a response to the proposals of the Brandt Commission, the interna
tional community s-hould seriously consider: 

agreeing to a more complete and rapid implementation 
of the existing UNCTAD agreement to provide assistance 
additional to current levels; 

extending this agreement to include all oil-importing, 
low income developing countries. 

Multilateral Debt Renegotiations 

The majority-of debt relief operations in ~ the recent past have been 
handled through informal creditor club arrangements, or, in a small number 
of cases, through the use of aid consortia/consultative groups. The credi tor 
club arrangement began in 1956 when a group of creditor countries met in Paris 
under French chairmanship to consider the renegotiation of supplier credits 
extended to Argentina, and insured by the creditor governments . The Paris Club 
11 was, and remains, an informal organization with no legal structure or 
secretariat, organized princ ipally to handle the rescheduling of insured supplier 
credits, but gradually extended to cover official loans and credits. The infor
mality of the organization is viewed by its members as an advantage, since it 
permits ad hoc arrang ements to be made in each case, and does not establish 
institutional recognition of a permanent need for debt relief. However, certain 
general principles have been developed for dealing with debt reschedulings 
within the group. These include: 

The country seeking debt relief must be in a situation 
where default is an imminent prospect in the absence 
of relief; 

all participating creditor countries agree to negotiate 
bilaterally the same or similar terms of repayment; 

11 The term Paris Club is used here also to include creditor club arrangements 
which sometimes meet in other European capitals under non-French chairmanship. 
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the terms of debt relief are to be non-concessional, and 
the amounts rescheduled are to consolidate debt over a 
relatively short period (one to two years); 

debt relief is not normally to be extended for short-term 
trade credit; 

debtors agree to seek comparable or better concessions 
from non-participating governm.ents and private creditors 
as a condition of official relief; 

debt relief is not directly associated with development 
assistance or longer-term development needs; 

debts once rescheduled are not to be rescheduled again. 

The aim of these general principles is to insure equal treatment 
of all creditors, and to provide for an orderly repayment of debts on com
mercial terms while attempting to preserve the creditworthiness of the debtor. 
There have been, however, important exceptions to these guidelines. For Indonesia 
(1970) and Ghana (1974), debt relief was granted on concessionary terms, while 
reschedulings for Zaire (1979) included short-term trade credits. Paris Club 
agreements for Ghana (1970) and Zaire (1979) also included the rescheduling of 
debts already previously rescheduled . Thus, the rules are not fixed and each 
country is t reated orr a case-by-case basis. Much less stringent rules apply to 
those countrie s seeking debt relief through the aid consortia/consultative 
group mechanism (India, Pakistan, Turkey). Consolidation and repayment periods 
are often longer, and interest rates are often more concessionary. 

As a matter of procedure, the Paris Club normally requires the 
debtor country to adopt a stabilization program supported by the IMF through an 
IMF standby agreement or extended arrangements, which often contains limits on 
new borrowings. This allows the creditor countries to involve the international 
institutions in the formulation of corrective programs in the debtor country. 
Since 1961, both the staffs of the IMF and the Bank have been invited to attend 
the meetings as observers, and are increasingly asked to supply technical 
information and advice on the debt situation . 

The developing countries have often complained about the ad hoc 
nature of the Paris Club arrangements, which they feel results in unequal 
treatment between different countries, ignores the long-term development needs 
of the debtor countries, and places the developing country at a disadvantage 
since the arrangements are dominated by the creditor countries. The developed 
countries have resisted more permanent arrangements because they do not want 
deot relief to be considered a form of aid, nor do they want it to become a 
standard or usual practice. At the same time, the hard terms of relief granted, 
and its short consolidation and repayment period, often necessitate further 
rescheduJings. A review of the history of multilateral debt renegotiations 
indicates that since 1956 there have been 44 reschedulings, involving 14 
countries (see Table 4). Excluding three countries where reschedulings have 

•. ,.. 

t . 
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been handled in consortia/consultative groups, the Paris Club has handled 29 
reschedulings for 11 countries. While the Paris Club arrangements are designed 
to resolve debt crises, their relatively short-term focus sometimes creates 
the basis for a repetition of the debt rescheduling exercise. This is often 
true when rescheduled interest and repayments are added to already severe 
future debt payments on non-rescheduled debts. 

Table 4: MULTILATERAL DEBT RENEGOTIATIONS 

Period 

1956-1960 
1961-1965 
1966-1970 
1971-1975 
1976-1980 /a 

Total 

/a Through July 19~0. 

Number of Renegotiations 

2 
6 

10 
13 
13 

44 

Number of Debtor 
Countries Involved 

2 
4 
4 
5 
6 

14 /b 

/b Argentina, Brazil, Cambodia, Chile, Ghana, Indones~a, India, Pakistan, 
Peru, Sierra Leone, Sudan, Togo, Turkey, Zaire. · 

Note: See Table A-7 for details. 

In many c a ses, provision is made for only short-term debt relief 
in order to give an incentive to the country to comply with the agreed program. 
These agreements often conta in a "goodwill clause," which indicates the willing
ness of the Club to consider further reschedulings if the country adheres to the 
present agreement. It is not clear, however, how successful this "carrot and 
s t ick" approa ch has been in practice. Countries on the verge of an actual debt 
default h ave oft e n b e en able to obtain a rearrangement of their debt from the 
Club memb e rs reg a rdl e ss of their past pe rfo rmance Yith regard to IMF standbys or 
previous Paris Club agreements. 

The previous discussion of country experience with Paris Club negotia
tions, and the discussion of the structure of the Club arrangements in general, 
suggest that some improvements in the existing situation would be desirable. 
Some possibilities, most of which have been discussed before, l/ include: 

ll Similar measures have been recomm ended in the Bank's World Development 
Report 1979. 
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consideration of debt problems in the broader framework 
of the more general problem of development, including the 
long-term balance of payments situation and the likely 
impact of debt reschedulings on it; 

search for longer-term and more permanent solutions 
for debt crises, as compared to the present series of 
"short-leash" operations which necessitate repeated 
reschedulings; 

use of concessionary terms for debt reschedulings 
where this would improve the prospects for an orderly 
and more permanent solution for the problem; 

greater use of more imaginative and more flexible arrange
ments that permit automatic adjustments to the rescheduling 
terms as economic conditions change (such as the use of 
"bisque clauses").:!./ 

It is doubtful, however, whether the creditor countries will be 
willing to agree to a change in the present procedures and focus of the Paris 
Club. Pr oposals along the above lines have often been ma de previously but have 
not found a ny positive response. 

The importance of the Paris Club itself may diminish in the future, 
as the f oc us of debt problems shifts toward unguaran teed debt owed to private 
creditor s. Recent Paris Club a greements have oft e n been paralleled by similar 
agreeme n ts with comm e r cial bank lenders. In these cases, the debtor country 
\olill of t en ask the largest creditor bank to chair a meeting at which .the major 
banks a g r e e to c ommon te rms for a lengthening of debt maturities, with these 
terms t h en b eing applied to all banks equally. Greater cooperation between the 
Paris Club a nd private l e nd e rs may prove useful in order to i n sure a consistent 
treatment of private and official debt, and the maintenance of access to private 
capital markets. 

v. The RoJe of the Bank 

It is difficult for the Ba nk to take a leadership role in dealing with 
problems of developing country indebtedness because of its preferred creditor 
status. In order to maintain a high standing in international capital markets, 

];_/ A "bisque clause" \olritten into the Agreed Minutes of the debt renegotiations 
pe r mits the debtor, under certain circumstances, some agreed amount of 
further debt relief \olithout cumbersome ren egotiations. 
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the Bank has not participated in reschedulings of its own outstanding loans. 
Changes in this posture would not appear wise, since it could result in higher 
borrowing costs and thus higher interest rates for its member countries. 
Despite these limitations, there are a number of things the Bank can do to 
assist countries with debt problems, or to prevent such problems from arising. 

Preventive actions which keep debt problems from arising are to 
be preferred to curative actions that must be taken once the debt and balance 
of payments situation becomes unmanageable, since they forestall the decline 
in creditworthiness and access to capital markets that usually follow a debt 
"crisis." Actions of this nature, which the Bank has undertaken in the past 
and might do more of in the future include: 

becoming more active in advising countries on ways to avoid 
debt servicing problems through more prudent managemen t of 
their balance of payments; 

giving more assistance to countries in the fields of debt 
reporting and debt management, particularly to the poorest 
developing countries. 

Policy advice on balance of payments management is , of course, a difficult area 
which must consider country development priorities and political and social 
sensitivities . More fundamentally, a restructuring of the balance of payments 
will require a restructuring of the underlying foreign trade and productive 
sectors of the countries concerned, a process that the Bank can support with its 
programs of structural a djustment lending. 

On the curative side, there are also a number of steps the Bank 
can take to increase its involvement in the resolution of debt difficulties 
of its member countries. For instance, it could : 

take a more active role in offering technical advice 
in debt renegotiations , including assistance to 
developing countries in the preparation of their 
negotiating positions; 

present to Paris Club meetings, when requested , 
detailed evaluations of the medium-term prospects 
and needs of the country concerned, and the impact 
of alternative debt relief solutions on development 
prospects; and 

take actions, in its role as chairman of various 
aid consultative groups, to have debt problems 
discussed in these groups in the context of 
overall development prospects, particularly when 
Paris Club debt relief seems likely. 
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APPENDIX 
Table A-1 

Table A-1: DEBT OUTSTANDING AND DEBT SERVICE 
($ millions) 

Growth 
1973 1975 1977 1978 1980 Rate (%) 

(est.) 1973-80 

Debt Outstanding & Disbursed 
Oil Exporters ~ 27,056 44,032 73,891 94,051 124,972 24.4 

Oil Importers 86.097 127,400 183,561 224,140 285,000 18.6 
Low Income 20,112 25,722 32,576 36,353 43,023 11.5 
Middle Income 65,985 101,678 150,985 187,787 241,977 20.4 

TOTAL 113,153 171,432 257,452 318,191 409,972 20.2 

Deflator (IPI) 63.4 91.1 100.0 115.9 144.9 12.5 

Total in 1977 Dollars 178,475 188,180 257,452 274,539 282,934 6.8 

Debt Service 

Oil Exporters~ 3,136 5,936 11,154 15,825 18,744 29.1 

Oil Importers 8,038 19,203 26,691 36,409 49,711 29.7 
Low Income 1,189 1,641 1,852 2,183 3,305 15.7 
Middle Income 6,849 17,562 24,839 34,226 46,406 31.4 

TOTAL 11,174 25,139 37,845 52,234 68,455 29.6 

Deflator (!PI) 63.4 91.1 100.0 115.9 144.9 12.5 

Total in 1977 Dollars 17,625 27,595 37,845 45,068 47,243 15.1 

/a Excludes capital surplus oil exporters. 

Source: External Debt Division, EPD, and WDR projections. 

Apr-il 30, 1980 
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Table A-2: DEBT OUTSTANDING BY TYPE OF DEBT 

($ million) 

1973 1975 1977 

Oil ExEorters 
Bilateral 8,918 13,456 18,890 
Multilateral 2,599 3,801 7,169 
Private 15,539 26,774 47,832 

Total 27,056 44 2032 73z891 
of which Concessional: 8,206 11,524 17,022 

Oil ImEorters 
Bilateral 32,109 41,262 53,847 
Multilateral 10,335 15,508 22,344 
Private 43,653 70,630 107,370 

Total 86z097 127 2 399 183z561 
of which Concessional: 30,915 39,656 52,676 

Total 
Bilateral 41,027 54,718 72,737 
Multilateral 12,934 19,309 29,513 
Private 59,191 97,404 155,202 

Total 113 2152 171z431 257 2 452 
of which Concessional: 39,121 51,180 69,697 

Source: EPD, Debtor Reporting System. 

APPENDIX 
Table A-2 

1978 

22,473 
8,937 

62,641 

94z051 
20,317 

62,232 
27,386 

134,522 

224 2140 
60,635 

84,705 
36,323 

197,162 

318 2190 
80,952 
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Table A-3 

Table A-3: DEBT SERVICE RATIOS FOR SELECTED COUNTRIES, 1973-79 

1974 1975 1976 1977 1978 1979 

I. Oil Importers 

Low Income 
Bangladesh 5.6 16.3 12.9 10.2 11.8 12.0 
Ethiopia 5.4 7.4 6.6 6.4 7.4 6.6 
India 17-3 13.0 10.8 9.8 9.8 8.7 
Kenya 8.0 11.6 13.5 12.0 14.9 10.8 
Madagascar 3.5 3.5 3.9 3.1 3.4 6.6 
Pakistan 14.5 15.7 15.4 13.7 12.4 13.8 
Sri Lanka 12.0 21.7 20.0 14.5 9.2 7.1 
Tanzania 6.6 7.7 5.8 6.3 7.0 7-2 

Middle Income 
Argentina 25.3 38.2 30.5 25.1 37.1 25.5 
Brazil 34.1 40.4 36.2 39.3 50.6 66.5 
Chile 18.2 39.6 40.0 44.1 45.8 42.6 
Colombia 21.3 14.4 12.6 11.1 11.9 10.9 
Ghana 4.4 6.3 6.7 4.1 4.9 3.6 
Guatemala 4.7 2.6 5.9 4.0 6.4 8.8 
Ivory Coast 14.4 15.7 14.5 15.5 20.1 23.3 
Korea 11.0 12.4 10.4 9.9 11.3 11.4 
Morocco 5.8 5.8 6.8 10.7 19.7 24.8 
Peru 35.5 41.2 44.9 46.6 45.5 41.8 
Philippines 12.0 12.8 14.6 14.1 26.6 18.1 
Senegal 6.3 6.0 6.0 7.0 14.9 15.4 
Sudan 14.3 21.8 14.1 7.5 9.4 20.2 
Thailand 9.1 12.6 10.9 10.5 16.1 10.3 
Turkey 6.8 7.7 11.2 22.2 26.7 30.2 
Yugoslavia 16.9 18.3 16.9 13.6 12.3 16.6 
Zaire 12.2 16.6 12.4 10.4 32.6 10.6 
Zambia 8.4 13.3 13.6 22.2 34.9 28.4 

II. Oil Exporters 

AJ geria 13.5 8.8 13.0 15.5 23.0 25.7 
Bolivia 18.4 24.2 24.4 30.3 60.1 37-9 
Ecuador 8.3 5.4 8.4 8.7 13.1 12.1 
Egypt 21.7 22.5 18.5 24.1 22.2 18.8 
Indonesia 5.7 10.2 14.6 15.9 16.7 16.7 
Malaysia 3-7 4.7 5.8 7.7 9.8 5.3 
Mexico 29.0 36.8 43.9 57.0 66.2 31.4 
Nigeria 1.9 3.0 3.6 1.2 2.0 1.8 
Syria 6.1 7.6 7.5 6.8 15.1 13.6 
Tunisia 6.5 6.7 7.1 12.0 13.7 17-9 
Venezuela 5.4 7.0 5.9 10.1 9.6 10.6 

Source: Economic Analysis and Project~ons Department. Debt service ratio - total 
debt service, divided by exports of goods and non-factor services. 

---· 
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Table A-4 

Table A-4: TERMS OF LOANS TO DEVELOPING COUNTRIES, 1970-78 

Oil ExEorters Oil ImEorters 
1970 1975 1978 1970 1975 1978 

Interest Rate 

Concessionary Bilateral 2.9 3.1 2.8 1.9 2.8 3.0 

Official Export Credits 6.2 7.2 7-6 6.2 7.8 8.1 

Multilateral Loans 4.8 ].6 6.1 5.5 5.6 5.0 

Private Source Loans 7-8 8.6 8.7 7.3 8.9 9-9 

TOTAL /a 6.0 7.2 7.8 5.1 6.7 7.8 

Maturity 

Concessionary Bilateral 28.6 21.8 30.0 32.7 28.7 30.8 

Official Export Credits 9.1 9-9 11.0 10.0 11.2 11.7 

Multilateral Loans 29.3 22.7 22.5 26.6 29.2 26.5 

Private Source Loans 8.4 7.8 7-8 9.9 7-8 9.8 

TOTAL /a 17.0 12.3 11.6 20.9 17.7 16.2 

Grace Period 

Concessionary Bilateral 8.1 6.9 7.2 10.1 8.7 9-4 

Official Export Credits 2.1 4.1 3.5 3.1 4.2 3.6 

Multilateral Loans 6.4 5.2 5.8 5.7 6.7 6.2 

Private Source Loans 2.2 2.6 3.1 2.6 2.9 2.8 

TOTAL /a 4-3 3-9 3.8 5.8 5.1 4-4 

/a Includes only public debt. 

Source: DRS data. 

April 29, 1980 
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Table A-5 

Table A-5: COMMERCIAL BANK CLAIMS ON DEVELOPING COUNTRIES, /a 1976-79 

1976 1977 
$ % $ % 

Brazil 18,461 16.71 25,048 16.57 
Mexico 17,885 16.19 20,280 13.42 
Venezuela 6,853 6.20 9,097 6.02 
Spain 7,323 6.63 11,485 7.6 
Argentina 3,260 2.95 4,863 3.22 

Korea 3,701 3.35 5,247 3.47 
Algeria 2,513 2.28 - -4,415 2.92 
South Mrica 7,624 6.90 8,577 5.68 
Iran 3,124 2.83 6,406 4.24 
Yugoslavia 2,227 2.02 3,679 2.43 

Indonesia 4,010 3.63 4,973 3.29 
Philippines 2,953 2.67 3,396 2.25 
Greece 2,855 2.58 4,117 2.72 
Israel 2,033 1.84 2,549 1.69 
Thailand 1,077 0.98 1,831 1-21 

Turkey 2,340 2.12 3,173 2.10 
Chile 985 0-89 1,581 1.05 
Tai~an 2,277 2.05 2,806 1.86 
Peru 2,996 2.71 3,417 2.26 
Portugal 1,012 0.92 1,705 1-13 

Ecuador 779 0.71 1,639 1.08 
Nigeria 284 0.26 810 0.54 
Morocco 534 0.48 1,193 0.79 
Colombia 1,851 1.68 1,763 1.17 
Egypt 1,264 1-14 1,361 0.90 

All Others 10,232 9-26 15,712 10.40 

Total: All 
Developing 
Countries 110,453 100.00 151~123 100.00 

1978 
$ % 

32,941 16.16 
23,271 11.41 
14,048 6.89 
13,195 6. 47 \ 

7,015 3.44 

7,543 3.70 
7, 641 .. · 3-75 
8,099 3.97 
8,887 4-36 
6,148 3.02 

5,819 2.85 
5,016 2.46 
5,481 2.69 
3,925 1.93 
2,817" 1~38 

3,777 1.85 
2,920 1.43 
4,175 2.05 
3,575 1.75 
3,162 1.55 

2,613 1.28 
2,281 1-12 
2,604 1.28 
2,200 1.08 
1,811 0.89 

22,901 11.23 

203z865 100.00 

June 1979 
$ % 

35,738 16.13 
25,807 11.65 
16,645 ].51 
14,504 6.55 
10,550 4-76 

9,392 4•24 
_8,273 3.73 
7,688 3.47 
7,651 3.45 
6,972 3-15 

5,801 2-62 
5,666 2.56 
5,503 2.48 
3,890 1.76 
3,874 1-75 

3,660 1-65 
3,644 1-64 
3,642 1.64 
3,425 1-55 
3,332 1.50 

2,821 1-27 
2,806 1-27 
2,794 1.26 
2, 744 1.24 
2,012 0.91 

22,709 10.25 

22lz543 100.00 

~ Excluding off-shore banking centers -- Bahamas, Barbados. Bahrain, Bermuda, 
Cayman Islands, Hong Kong, Lebanon, Liberia, Netherland Overseas Territories, 
New Hebrides, Panama, Singapore, and West Indies. 

Source: BIS and Federal Reserve (from s. Malik, 4/80). 
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Table A-6: TERMS OF EUROCURRENCY BORROWING 
1972-1979, 

DEVELOPING COUNTRIES 

Average 
Average Spread Deposit 
Maturity Over LIBOR Rates 1./ 
(years) (%) (6 month) 

1972 7.3 1.26 6.19 

1973 10.3 0.98 10.13 

1974 8.6 1-13 10.19 

1975 5.4 1.68 6.63 

1976 5.6 1-72 5.38 

1977 6.5 1.55 ].50 

1978 8.7 1.20 12.31 

1979 9.2 0.8] 14.44 

1st Quarter 9-1 0.99 10.56 

2nd Quarter 9-2 0.86 10.50 

3rd Quarter 9.0 0.86 12.75 

4th Quarter 9.6 o.8o 14.44 

1.1 Prime banks' bid rate in London, at or near end of month. 
higher than the bid rate by 0.125. 

Source: Based on BIS data. 

April 29, 1980 

APPENDIX 
Table A-6 

Approx. 
Interest 

Cost 
(%) 

7.62 

11.24 

11.44 

8.44 

7.22 

9-18 

13.64 

15.44 

11.68 

11.48 

13.74 

15.37 

LIBOR is generally 



Year 

Before 1961 

1961 
1962 
1963 
1964. 

1965 
1966 
1967 
1968 

1969 

1970 
1971 
1972 

1973 
1974 

1975 
1976 
1977 

1978 
1979 

1980 

(As of July 1980) 

~ 

Total 
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Table A-7 

Table A-7: MULTILATERAL DEBT RENEGOTIATIONS 

Number of Renegotiations Name of Countr!es 

2 Turkey (1959), 
Argentina (1956) 

1 Brazil 
1 Argentina 
None 
1 Brazil 

3 Turkey, Chile, Argentina 
2 Ghana, Indonesia 
1 Indonesia 
4 Ghana, Indonesia, 

India, Peru 
1 Peru 

2 Indonesia, Ghana 
1 India 
4 Chile, India, Pakistan, 

Cambodia 
2 Pakistan, India 
4 Chile, Ghana, India, 

Pakistan 

2 India, Chile 
2 India, Zaire 
3 Zaire*, Sierra Leone, 

India 
2 Turkey, Peru* 
4 Zaire*, Togo, Turkey*, 

Sudan* 

2 Sierra Leone, Turkey 

44 

* Also concluded agreements with private banks to cover unguaranteed debts. 

Source: Compiled from World Bank and u.s. Department of State data. 
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Table A-8 

Table A-8: DEBT RELIEF ON ODA CREDITS BY DAC DONORS, 1978-79 
(US$ Millions) 

Donors LLDCs MSAs TOTAL 

Belgium 2.02 .14 2.16 

Canada 218.07 218.07 

Finland 23.39 4.13 27.52 

West Germany 1,805.10 1,805.10 

Japan 683.00 165.00 848.00 

Netherlands 133.00 133.00 

New Zealand 1.04 1.04 

S"Weden 87.84 154.09 241.93 

Switzerland 13.46 44.54 58.00 

United Kingdom 168.00 1,367.30 1,535.30 

TOTAL 3,134.92 1,735.20 4,870.12 

Source: v. Shetty, World Bank (May 1979), based on DAC statistics. 
Includes only those DAC countries that have made specific 
commitments for debt relief in response to CIEC and UNCTAD 
understandings, and covers only the nominal value of the 
principal outstanding. 

Definition of Groups: 

LLDCs: Afghanistan, Bangladesh, Benin, Botswana, Burundi, Cape 
Verde, C.A.R., Chad, Ethiopia, Gambia, Guinea, Haiti, 
Laos, Lesotho, Malawi, Mali, Nepal, Niger, Rwanda, 
Somalia, Sudan, Tanzania, Uganda, Upper Volta, Western 
Samoa, Yemen, Yemen Arab Republic. 

MSAs: !/ Burma, Cameroon, Egypt, India, Kenya, Madagascar, Pakistan, 
Sierra Leone, Sri Lanka. 

}:_/ Includes only those MSA countries-- receiving debt relief and which are 
not on the LLDC list. 



LOAN COMMITMENTS BY 
INTERNATIONAL FINANCIAL INSTITUTIONS ll 

(Million US Dollars) 

RY6.8 F.Y7..3 F.Y78 ~ nas 
Hard Window 

IBRD 1048 2474 6818 8050 13000 
IDB 194 453 1106 1415 2322 
As DB 42 303 778 900 1275 
AfDB 3 43 206 291 1030 

Soft Window 

IDA 116 1592 2872 3618 5450 
IDB/FSO 210 427 683 625 625 
AsDF 118 381 490 821 
AfDF 186 220 700 

'l:.otal 

IBRD/IDA 1164 4066 9690 11668 18450 
!DB 404 880 1789 2040 2947 
AsDB/AsDF 42 421 1159 ~390 2096 
AfDB/AfDF 3 43 392 511 1730 

ll Fiscal years for IBRD/IDA, Calendar years for IDB, AsDB and AfDBo 
Commitment amounts are obtained from the most recent version of 
Standard Table IX. 

AVERAGE ANNUAL GROWTH RATES OF LOAN COMMITMENTS 
BY INTERNATIONAL FINANCIAL INSTITUTIONS 

Past Growth Rates !/ 
(%) 

1969-73 19.74-78 19.79-80 
Real Y Nominal Real '!:_/ Nominal Real 'l:_f Nominal 

Hard Window 

IBRD -3.6 10.0 5.6 17.3 1.0 8.7 

IDB 6.3 21.3 3.4 14.8 20.2 29.3 
.... 

As DB 23.8 41.3 8.0 20.0 1.4 9 .. 1 

AfDB 33.5 52.3 H.O 23.3 17.0 26.0 

S.oft Window 

IDA 20.1 37 .o 8;,5 20.6 4.5 12.5 

IDB/FSO -11.6 .84 -1.4 9.5 -25.1 -19.4 

AsDF 33.4 52.2 9.7 2,1.8 9.7 18.1 

AfDF 0 0 27 .o 41.0 7.6 15.8 

Projected Growth Rates 
(%) 

1981-.85 
. Real!) Nominal 

4.7 11.3 

2.1 8.5 

.6 6.9 

22.0 29.7 

3.6 10.2 

-5.9 0 

2.8 9.3 

16.3 23.6 

!1 Projections are on a fiscal year basis for IBRD/IDA, otherwise calendar years. Growth rates 
are obtained from the most recent versions of Standard Tables Id (IBRD/IDA); and IX. 

~/ Deflated using IBRD/IDA commitment deflators (prepared 2/26/80; 1980=100.0). 

Financial Analysis Division 
September 8, 1980 

OL : JJ46 
ATTACHMENT 1 

.~ c.. 



LOAN COMHITMENTS BY 
INTERNATIONAL FINANCIAL INSTITUTIONS l/ (Million US Dollars) 

F."~68 F.Y7.3 FY.78 F.Y.80 FY.85 

Hard Window 

IBRD 1048 2474 6818 8050 13000 
!DB 194 453 1106 1415 2322 
As DB 42 303 778 900 1275 
AfDB 3 43 206 291 1030 

Soft Window ' 

IDA 116 1592 2872 3618 5450 
IDB/FSO 210 427 683 625 625 
AsDF 118 381 490 821 
AfDF 186 220 700 

'Iotal 

IBRD/IDA 1164 4066 9690 11668 18450 
!DB 404 880 1789 2040 2947 
AsDB/AsDF 42 421 1159 1390 2096 
AfDB/AfDF 3 43 392 511 1730 

ll Fiscal years for IBRD/IDA, Calendar years for !DB, AsDB and AfDB. 
Commitment amounts are obtained from the most recent version of 
Standard Table IX. 

AVERAGE ANNUAL GROWTH RATES OF LOAN COMMITMENTS 
BY INTERNATIONAL FINANCIAL INSTITUTIONS 

Past Growth Rates ~/ 
(%) 

19,69-73 1974-78 19.79-80 
Real !:_/ Nominal Real '];_/ Nominal Real !:_f Nominal 

Hard t\Tindow 

IBRD 3.1 17.3 7.1 18.4 1.0 8.7 

!DB 10.7 26.6 6.1 17.5 20.2 29.3 

As DB 14.2 28.5 .... 5.8 17.3 1.4 9.1 

AfDB 44.0 64.1 p 13.7 25.7 17.0 26 .. 0 

Soft Window 

IDA 18.5 33.2 1.5 13.3 4.5 12.5 

IDB/FSO -8.4 4.0 -3.3 7.3 -25.1 - 19.4 

AsDF 35.2 54.4 11.3 23.7 9.7 18.1 

AfDF 0 0 16.9 29.3 7.6 15.8 

ATTACHMENT 2 

Projected Growth Rates 
(%) 

1981-85 
Real !:_/ Nominal 

4.8 1L4 

1.5 7.9 

.7 7 .. 1 

21.6 29 .. 2 

3.4 9.9 

- 6.0 0 

3.0 9.5 

19.0 26.3 

Projections are on a fiscal year basis for IBRD/IDA, otherwise calendar years. Data are from 
the most recent versions of Standard Tables Id (IBRD/IDA); and IX. Growth rates for 1979-80 
are point-to-point; others are based on three year centered averages. 
Deflated using IBRD/IDA commitment deflators (prepared 2/26/80; 1980=100.0). '!:_/ 

Financial Analysis Division 
September 8, 1980 



WORLD BANK I INTERNATIONAL FINANCE GORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee DATE: September 10, 1980 

FROM :~. Murli, Acting Chief, Financial Analysis, FPA 

SUBJECT: Meeting of the Finance Co~~ittee 

The following item has been added to the Finance Committee 
Agenda for today: 

Attachment 

JMurli:sl 

{item #4) Sixth IDA Replenishment:Status of Advance 
Contributions. Mr. Qureshi will report on the 
status of advance contributions to IDA6. A note 
on the subject is attached. 



SIXTH IDA REPLENISHMENT - ADVANCE CONTRIBUTIONS 

J • 

The bridging arrangement which has been established to permit 
the Association to accept advance contributions for the IDA VI 
Replenishment becomes effective when 

''either a majority of Part I donors or a majority of all 
donors listed in Table 1 of the Sixth Replenishment 
Resolution shall have given the Association formal noti
fication that they will make advance contributions (either 
under this Resolution or another Resolution accepting an 
advance contribution) in an aggregate amount of not less 
than the equivalent of US$1,200,000,000, such equivalent to 
be determined as under the Sixth Replenishment Resolution." ll 

1bere are 33 donors listed in Table 1 of the Sixth 
Replenishment Resolution (IDA/R79-145). These are listed in the 
attached table. To satisfy the trigger, we need to receive advance 
contributions of US$1.2 billion from either 12 Part I countries or 
17 Part I and II countries. At present, notifications on advance 
contributions have been received from 4 countries (see attached table 
on the status of notifications), of which 3 are Part I countries. 

It is important that we obtain the remaining notifications 
ps quickly as . possible, with a view to satisfying the trigger 
mechanism by the Annual Meetings. Current indications are that a 
further 6 Part I coun~ries, namely, Australia, Denmark, Germany, 
Iceland, Ireland and the Netherlands, are at an advanced stage in 
providing their notifications. · Together with the 3 countries already 
notified, these 9 Part I countries would be contributing a little over 
US$1,200 million, assuming an advance contribution equal to 29% of 
their total contributions. 

Under these circumstances, attaining the US$1.2 billion 
minimum would not constitute a problem. However, we must concentrate 
our efforts on ensuring that an adequate number of donors will 
participate in the exercise. Since only one Part II donor has so 
far notified/and given the uncertain status of a number of the Part II 
IDA donors ~ , we are more likely to satisfy the trigger mechanism by 
the Annual Meetings by aiming for a participation of a majority of 
Part I countries. 

ll Resolution No. IDA 80-8. 

11 Portugal, Romania and Venezuela are not yet members of IDA. 
Furthermore, Romania has still to determine its contribution to the 
IDA VI Replenishment. Saudi Arabia is unlikely to participate in 
the bridging arrangement. 
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At present, 12 Part I countries (compared to 2 Part II 
countries) have completed their legislation on IDA VI and notified 
the Association accordingly. As indicated above, 9 Part I countries 
have either agreed to participate in the bridging arrangement or are 
expected to do so shortly. Of these, one country has not yet submitted 
its notification to the IDA VI Resolution. Thus, there remain 4 Part , ! 
countries that have submitted their notifications on the IDA VI Resolu
tion and are therefore likely to be potential parti~ipants in the bridging 
arrangement. 

However, because of the uncertainties involved, we plan also 
to closely pursue with Part II countries their progress in submitting 
their notifications. Messrs.- Gabriel, Rotberg, Knapp and _I will continue 
to contact IDA donors in the coming week. I have appended a list of 
country responsibilities. 

Moeen A. Qureshi 

Attachments 

September 10, 1980 

/ 

/ 



ATTACHMENT 1 

SIXTH IDA REPLENISHMENT 

List of Donors 

PART I COUNTRIES PART II COUNTRIES 

- Australia + Argentina 

Austria Brazil + 
Belgium Greece 

Canada Korea + * 
- Denmark + Mexico 

.:::- Finland + Portugal 

~ Q ctba~tceJ France Romania 

f) ubet._ 
- Germany + Saudi Arabia 

.:: 
- Iceland Spain 

- Ireland + Venezuela 

Italy Yugoslavia 

X: Japan + * 
Kuwait + 

-:;::;. Luxembourg + 
Netherlands 

.)(New Zealand + * 
)( Norway + * 

South Africa 

Sweden + 
United Arab Emirates 

United Kingdom + 
United States 

TOTAL: 22 12 3 TOTAL: 11 2 1 

+ Notification on the IDA VI Replenishment received 

* Notification on advance contribution received 

September 9, 1980 



~. 

Status of Notification to the S1x~h__!_e_£_lenishment and 
to the Ativance Contrihut ton Arrnnet.·ments 

Notiflclltion 
to the 

Replenishment 

Expected 
Received Date of Receipt 

Notification 
o_t 

Advance Contributions 

Whether w1111ng 
Received to Waive Trigger 

First 
Installment (JJ1.} 

US$ million 
F.ttul.valent 

PART I COUNTRIES 

Australla Yes 75.64 

Austria November or December 1980 26.93 

Belgilml No estimate available 66.53 

Canada January 1981 170.28 

Denmark Yes 47.52 

Finland Yes 23.76 

France No estimate available 213.05 

Germany Yes 495.00 

Iceland No estimate available 1.19 

Ireland Yes 4.36 

Italy No estimate available 152.46 

Japan Yes Yes No 579.99 ' 

Kuwalt Yes 66.00 

Luxembourg Yes 1.98 

Netherlands December 1980 llR~OO 

New Zealand Yes Yes 3.31 

Norway Yes Yes 47.52 

South Africa Early 1981 3.30 

Sweden Yes 118.80 

U.A.E. No estimate available 26.14 

u.~. Tea 399.96 

u.s. See note attached 1069.20 

Remarks 

! ATTAC~1F.~ ~ 

Page 1 uf 2 

Action is expected V6ry s0~n. 

Because of the lenGthy P a r:ia~entary 

act lon required, the .-\1 tt?r~ :lte ED be::~~~~ 

that Austria will nnt he a ~!e to par::: : ~:! 

in advance contributl 0n ;tr:an&ements. 

Notification to IDA6 not t?xrected u~:: : 

next year. Approximate dare of rece!;~ 
unknown. 

Appropriation bill for firs: tranche :: =: 

ED·s office expects t hat a~ v3nce co c: : :~~ -~o 

notification will be g iven ~efore t~e 

Annual t-leeting. 

Legislation not expec t ed t o be comple:~: 
before Annual Heeting . 

No information avail a ble. 

Will announce advance cont-:-i':lution ~= ~- :

than the Annual t-leetir.;s. 

Eo·s office expects th i!. t a ~·:a nce coc~:- :::-~~ 

notification will be g iven )efore t~~ 
Annual Hceting. 

Advance contribution arrdn~ ~~ents 

arc currently under cons ide:ation in 
Finance Ministry 

No information availabl e. 

No information available . 

Information being sour,ht. 

Advance contributions cou lti possibly ~ 
received before Annual Xeeting. 

Position on trigger being a s certaine~. 

Position on trigger heinz ascertained. 

Notification to IDA~ ex?cct~d to be 
received in early 1981 hut ?i nance 
Minister has po~er to o~ke allocatioos 
on current year and, thus, also on 
advance contributions. 

Legislation not expec ted to be c~plet~! 
before Annual Meeting. 

No information available. 

Pnrllamentary approval is needed for •d~&n2 
British advance contrihutlon; Parlia~n: 

reconvenes in Novembe r. 



Notification 
to the 

Replenishment 

ATTACHMENT 2 

Page 2 of 2 

Status of Nott!1cnt1on to the Sixth Re pl e nishment and 
to the Advance C o ntrlbu ~lon ArrnngPment~ 

Notifies t lo·n 
of 

Advance Contributt~o~n~s--------~--
First 

Received 
Expected 

Date of Receipt Received 
Whethe r willing 
to Waive Tri gger 

Installme nt (33%) 
(US$ million 
equivalent) Remarks 

PART II COUNTRIES 

Argentina September 1980 

Brazil Yes 

Colombia 

Greece No estimate available 

Korea Yes 

Mexico December 1980 

Portugal No estimate available 

Romania None expected yet 

Saudi Arabia No estimate available 

Spain Fall 1980 

•Venezuela . None expected yet 

Yugoslavia No information available 

8.25 

16.50 

1.98 

Yes Yes • 99 

6.60 

2.31 

* 
138.60 

16.50 

6.60 

6.60 

Notification regardin~ J dvance 
contribution will he s ~~ t shortly 
after receipt of no tl f tcatlon to 
IOA6 since no new l eg i s lative 
action is required. 

Advance contribution expected before 
Annual ~lccting. 

Colombia (a new donor) ha s pledged t~ 
contribute $10 million t o~ards closinf 
the "unallocated" IDA6 gap. 

No information avai lable . 

Parliament sessions be &in 
September 1980. 

No information avail abl e . 

Not a member of IDA 

No information availabl e . 

Informat~on being soug ht. 

Not a member of IDA 

Note: Before credits can be made against advance contributions notified under the "trigger" provision 
the Association must receive from member donors advance contributions tot~ling US$1.2 billion 
equivalent from a majority of Part I donors (12) or a majority of all donors (17). 

Financial Analysis Dl v l s lon 
September 9. 1980 



ATTACHMENT 3 

IDA VI NOTIFICATIONS - COUNTRY RESPONSIBILITIES 

Mr. Qureshi: 

Canada 
Kuwait 

· · Saudi Arabia 
United Arab Emirates 
United Kingdom 

Mr. Gabriel: 

Denmark 
Finland 
Italy 
Sweden 

Mr. Rotberg: 

Austria 
Belgium 
France 
Germany 
Netherlands 

Mr. Knapp: 

·x: Argentina 
\: Australia 
x Brazil 

Colombia 
Greece 

.» Iceland 
Ireland 
Korea 
Luxembourg 
Mexico 
New Zealand 
Portugal 
Romania 
Spain 
South Africa 
Venezuela 
Yugoslavia 
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WBG ARCHIVES 
FINANCE COMMITTEE ~lliETING 

September 10,1980 

MINUTES 

Present: Members: Messrs. McNamara, Qureshi, Stern, Nurick, 
Thahane, Wood (Secretary) 

Others: Messrs. Golsong, 
Chenery (item #1), Haq (item #1), 
Paijmans (item #3), Vergin (item #3), 
Knapp ( i tern 115), 
Koch-Weser 

1. Debt and Debt Servicing Problems of the Developing Countries 

1. The paper, prepared by Mr. Haq's Department, was approved 
for distribution to the Board. The only changes in the text were 
deletions of two references to the Bank's preferred creditor status. 
There was a brief discussion of the problems which arise in connection 
with re-scheduling of commercial bank loans not guaranteed by creditor 
countries, _ but no change in the text was proposed. Mr. Stern reported 
that the members of the Paris Club are divided with respect to the 
role they would like to see the Bank and the IMF play in Paris Club 
negotiations. France and a number of other members are sympath~tic to 
an expanded role, but the United State adamantly opposes it. 

II. Schedule of Work Assignments 

2. Mr• Mc,Namara asked that the schedule which had been 
submitted to . the Committee be recast into five sections andre
submitted. After some discussion it was agreed that two major Board 
papers -needed to be prepared: one, relating to possible expansion in 
~he lendlng program, wa~ teritatively scheduled for Board distribution 
arouna November 1; the other, relating be possible means of financing 
such an expansion, would go to the Board a~ound December 1. 
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3. Mr. Nurick questioned the date proposed (January 31, 1980) 
for submission of a White Paper on Valuation of Capital. There was 
discussion of how long it would take to prepare such a paper, what it 
should cover and when the United State would be ready to deal with it. 
The conclusion was to leave the scheduled date as proposed, but to 
produce the paper earlier if that proves possible. 

III. FY81 Contingency Allocations 

4. Mr. McNamara approved the requests put forward in Mr. 
Paijmans' memorandum dated September 5, 1980. He asked that in the 
preparation of the FY82 budget explicit acc_ount be taken of the 
savings projected to flow from the operation of the HRS system. Mr. 
Vergin reported that total approvals out of the FY81 Contingency, 
includng Mr. Paijmans' requests, amounted to approximately $1.5 
million, leaving about $1.5 million to meet future requests. Pending 
requests amount to roughly $2.5 million, including $700,000 for the 
proposed African study. Mr. Vergin urged that at least $500,000 of 
the Contingency be kept unallocated through January to preserve a 
measure of flexibility and Mr. McNamara agreed. 

IV. Field Office Study 

5; Mr. McNamara raised the subject of the Field Office study 
and asked that it be included in the revised schedule of Work 
Assignments. It was to be prepared jointly by PAB and OPD, in close 
collaboration with Mr. Stern. As agreed in the PMC, there would be a 
separate study of regional decentralization of decision-making. Mr. 
McNamara asked Mr. Qureshi to consider the timing and indicated that 
sometime in February or March might be appropriate. 

V. Status of IDA 

6. Mr. Qureshi reported on the advance contributions already 
received and on those expected by the time of the Annual Meeting. His 
strategy would be to seek participation of 12 Part I countries. The 
countries most in doubt in this connection were Finland, Luxe~bourg, 
and Sweden. Meanwhile, efforts would continue to bring in as many 
Part II countries as possible. 

7. Mr. Knapp reported on the status of Part II contributors. 
With regard to Mexico, Mr. McNamara suggested that a cable be sent to 
Governor Ibarra, requesting his help in obtaining Mexico's 
participation. Mr. Knapp agreed. Mr. Knapp also drew attention to 
the fact that Germany had been the country most insistent on having 
the "trigger'' include the number of participants as well as the amount 
made available. He thought that if Germany could be persuaded to 
waive the "trigger", others- especially Japan- would follow suit. 
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Mr. McNamara promised to take this possibility up with Mr. Matthoefer 
when they meet during the Annual Meeting. Mr. Golsong noted that 
Germany's position on this issue was part of a broader German/French 
understanding about their relations with the United States, and that 
Mr. Matthoefer might therefore find · it difficult to act without 
consulting the French. 

September 24, 1980 
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FINANCE COH~f!TTEE. NEF.TtNG 

September 23,1980. 
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MINUTES 

.AJ.# .J.I.;.I "".u..AC:IU.7 .. ..7 .a .a. IE 
A 2 0 2013 · · 

· . : WB ARCIDVES. 

Present : ~1es srs. HcNana ra, Qureshi, Stern,- t;ur_ick, · Thahane, 
Golsong, l~ood, Applegarth, Koch-l.Jeser, 
Lafourcade 

1. The Cor.unittee reviewed a timetable . for the Energy Affiliate_, 
and a list of key issues to be used as a guide for discussions at th~ 
Annual ~teetings. The Committee noted that the tinetable called for 
~pproval of the affiliate by the Board of Governors by the 19Rl Annual 
t1eetings. Nr. HcNanara requested that discussions proceed on the 
basis of capital subscriptions of $6 to SlO billion. The issues of 
IRRD transfers and 4eci~ion-taking should not be discussed; it was 
more important to focos donors :on possible eapital structur~s ~forth~ 
nffilirlte and obtaining their consensus to-participate. Hr. HcNamara 
also asked that the a:ffiliate's financial projections be revised to 
reduce liquidity to 40% after the first three years of operations. 
Finally, divirlends by the affiliate might · be cons-idered in the future 
but should not become a basis for planning in the short-term. 

II. llerllth Research 

2. The Cor.nni t tee reviewed a proposal by Hr. Stern, concurred in 
by Mr. Qureshi, that the Bank participate in the financing of 
International Health Research programs. ttr. Stern felt that the 
R~nk 's present position · of participating in the nanagenent of the 
program but refusing to participate in the fiDancing was untenable, 
and that the Bank faced a choice of providing financing or 
withdrawing. Although the Bank did not yet have general criteria for· 
financing resear~h, financing of this effort could pro~eed on the 
grounds that the Bank was engaged in the nanageoent of the entire 
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interJ')ational program. Health was the only such program at present, 
a ·nd ryo fur·t~·er requests . were cont.emplated~-

... . . . . . . . . 

3. Mr. MiN~mar~ was not prepared to proceed with the request. 
He asked Hr. Koeh-l-leser to confirm that there was nothing in the 
records to indicate that the Rank had made any commitment - expressed 
or inplied- to provide financial support; his own recollection was 
that the Bank had emphasized quite strongly that it was not conmitting 
itself to provide financial support by participating in the 
na nagement. Mr. ttcnamara felt that managing research was very 
difficult and questioned whether the Bank was committing sufficient 
resources to the health research program to ensure that it would be 
managed effectively. 11oreover, this was the wrong time to take to the 
Board a proposal to use Bank income for purposes like health. The 
Bank needed to expand its own lending program and the Energy Affiliate 
might also be making a claiM for Bank's profits. Mr. Stern responded 
that the amount involved was de mininis and that Bank profits would 
not be affected since the proposal was to make the transfer out of the 
IDA Transfer. ?1r. Qureshi said that he believed that financing the 
health progran had t~erit, but agreed that sending a proposal to the 
Roard \.:as not appropriate at this time. After further discussion, Hr. 
Applegarth was asked to draft a statement indicating that the Bank 
\~ould not undertake financing at this time [draft statement attached]. 
t1r. ~1c1'1aMara and t1r. Stern agreed to discuss ·at a later time the costs 
and benefits of the Rank's continuing to participate in the management 
of the program, 

III. IHF 

4. !fr. Qureshi reported on the changes in the currency 
conposition of the SDR. From January 1, 1981 the SDR will consist of 
5 curre ncies in the following weights: US$ 42%, Deutsche Mark 19%, 
Yen, French Franc and Pound Sterling 13i. each. The currency 
conposition and the percentages will be reviewed every five years. 
This change made the composition of the SDR the same as that of the 
basket used for interest rate determination. The change would 
facilitnte future DtF borrowing operations. It had not yet been 
determined at what rate the IHF would lend these additional resources, 
or even how the rate would be set. 

5. Mr. Qureshi also reported on the IMF' s borrm~ing plans. The 
L~tr planned to borrow only SDR - · denominated instruments. Its initial 
borrowing would be short-term notes of 1-3 years maturity. Borrowing 
would be from central banks initially, to be followed next year by 
private market borrowings, probably in Europe. Estimated volume was 
$2-3 billion a year. The DtF considered the climate for borrowing 
supportive following Mr. de Larosiere's trip to the Middle Eas~ 
despite the PLO controversy. Hr. Nurick commented that the Fund had 
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many issues to resolve before being able to proceed with borrowing. 
These included the claims lenders might have on its cap~tal,·and the 
effect of the IltF's iP.lr.lunities. Hr. - HcNamara asked - to have - a 
quarterly report prepared on the voluMe of IMF operations by facliity 
and - for the recent period - by country. 

IV. Finance CoMplex Work Progra~ 

6. Hr. Nurick expressed concern about the timing of the 
1 fa in ten an c e of Value papers. Hr. l~ood responded that Hr. Nurick's 
concern was shared in the Finance complex. Therefore the work 
assignments on this it en had been changed since the schedule was 
distributed to permit preparation of an approach paper by November 15. 
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D~~FT STATE~ffiNT ON RESEARCH PROPOSAL 

DRAFT 
PVApplegarth/Qureshi:sl 
September 23, 1980 

For many years, the Bank has had a policy of not financing 

external research. It has deviated from this policy in only two respects: 

to participate in the financing of the CGIAR 

to participate in the financing of the onchocerciasis 

program. 

These are the only two exceptions the Bank has made and, 

in light of some potentially large and still uncertain claims on Bank 

income posed by China, energ~, inflation and ·the need for structural 

adjustment, it does not appear appropriate at this time to propose that 

a third exce ption be made. 



TO : 

FROM: 

SUBJECT: 

• 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Members of the Finance Committee 

~I 
DATE. October 16,-.)98() 

Joe Wood, Director, FPA 

Finance Committee 

Mr. McNamara has asked that the attached paper on debt ~ 
distributed to the Committee. We are also distributing two memos which. 
relate to the subject, and which may help crystalize the issues. Your---
attention is particularly called to paragraph 5 of Mr. Clarke's memo. 

The papers will be discussed at the next meeting of the Finan~ 
Committee (date to be determined). 

Attachments 

PVApplegarth:mm 

. :~ 

•. 



TO:. 

.FROM: 

SUBJECT: 

OFFICE MEMORA·NDUM 
Mr. Munir P. Benjenk DATE: October 10. 1980 . 

r.l~ ~-t 
D.R. r-ke / 
Conversation with Gerry Arsenis, Director, Finance Dept., UNCTAD 

1. Arsenis came to see me during the Annual Meetings and brought 
to attention the very recent .success in UNCTAD in a Resolution which was 
approved on the debt problems of the developing countries. 

2. He particularly wanted to put out an alert at the possibility 
of a visit to the Bank by Gamani Corea around October 29 (the time of his 
UNGA attendance) for discussions with both the Fund and the Bank on the 
implementation of the UNCTAD Resolution. 

3. The operative paragraph of the Resolution invites E-~ecutive Heads 
of the ~& and IBRD, in consultation with the Secretary General of UNCTAD. 
to "consider as soon as possible effective procedures for responding in a 
coordinated manner to requests for analysis from developing countries." ~oodi 
Burney has already reported on this.) 

4. Arsenis 'tvas not altogether clear as to what was. being expected 
of the Bank except that, from a developing country point of view, the Bank's 
participation in debt reorganization gave assurance that developmenta1 
aspects would not be ~overlooked in negotiations with country creditors •. 

5. 

(a) 

(b) 

(c) 

From what I was able to gather, UNCTAD would like to see: 

the World Bank do preparatory work for countries for 
presentation to the Paris Club; 

perhaps more systematic instructions to World Bank 
repre~entatives attending the Paris Club and possibly rep
resentation at these meetings at the policy level. At 
present, the quality o~ Bank participation seemed to depend 
largely on the individual Bank officer; 

more work by .the Bank in assisting countries on debt 
management well ahead of the debt crises, including assistance 
in the preparation of papers which a country might use in 
going to the financial markets. 

• 
6. The politicai •. fact is that th~ LDCs desperately want l~orld Bank 

~ participation in this field more so than the n~. There are a number of 
obvious difficulties , e.g. the Bank's creditor relationships as well as 
Part I country attitudes. It does seem, however, that we can hardly continue 
to highlight the staggering external financing problems of the developing 
countries without focusing in greater depth on our debt policy responses. 
Having said that, Arsenis seemed quite happy with the recent Board paper on 
"Debt" \vhich, in his view, showed considerable movement in the Bank's position. 
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Mr. Munir P. Benj enk October 10. 1980 
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7. I gath~r Moodi Burney has had discussions with the EPD people 
on the UNCTAD Debt _Re~olution and that Bevan Waide has been alerted to · 
these -developments. I do think that in our. long run Third World interests 
we should give this a further push in the Bank. 

cc: Mrs. Boskey / 
~ 

Mr. lvaide v -
Mr. Burney 

DRClarke:ls 
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FROM : 

SUBJECT: 

. . 

t • 

WORLD BANK I INTERNATIONAL FINANCE CORPORATJON 

OFFICE MEMORANDUM 
Mr. Entest Stern, Senior Vice Presideu~ 

E. Bevan Waide, VPD ~ # 

DATE: October 8, 1980 

·~ 
UNCTAD Resolution on Debt 

In answer to your memorandum to Hollis of October 2, 1980, 
no one in the Bank has yet been approached formally by UNCTAD 
concerning their resolution [TD/B/L.580 of 28 September, 1980 
(copy attached) ], although an UNCTAD staff member (Hr. Haji) 

· made some enquiries about debt data last week. Part B, para 3 
of the resolution "invites the IMF and IBRD to consider 
procedures for responding to requests for analysis from develop
ing countries". 

According to Mahmud Burney, the resolution constitutes a 
compromise between developing country demands for a Debt 
Commission, and developed countries' insistence on using exist
ing institutions. The spirit of the discussion leading to the 
resolution was that the Bank, ll1F and UNCTAD should be invited 
to form a joint, coordinated "focal point" for advice on debt 
issues, including both debt management and debt relief. The 
Bretton Woods institutions would be the senior partners 'in this 
troika. Individual developing countries could call on this 
focal point at their option. The Bank and Fund would assume a 
higher profile in their debt analyses. 

It is not yet clear what is involved for the Bank, beyond 
doing more of what we are already doing, viz.: country economic 
reporting (with appropriate emphasis on debt problems and on 
socio-economic objectives); and technical assistance to debt 
reporting agencies. If an expanded Bank role in debt relief ia 
intended, we note that the US Treasury has invited the Bank not 
to inject deve~opment considerations into Paris Club debates~ 
but to provide purely technical inputs. Furthermore, countries 
which are now large borrowers also prefer to downplay debt relief 
matters. 

We should first ascertain the UNCTAD secretariat's views 
about the follow-up steps needed, and can best do this when they 
officially inform us about the resolution, which Burney expects 
to be soon. We can then decide on the best division of internal 
responsibilities in ~h~ light of their. approach. EPD is in a 
position to provide a~istance on debt data, and on techniques 

_of analysis of debt payments in the co.ntext of overall capital 
flows. 

Attachment/-

cc. Mr. Chenery; Mr. Benj enk; :t-irs. Hughes /Mr. Bane th/Mr. Hope (EPD); 
Mr. J ~ W-ood (FP A) ; :t-!rs. Boskey /Mr. Burney (IRD) • 

JBaneth/EBWaide/ko 

• 
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topic of debate and cOmmerit in the press :"1~;n and in ~ .,J 
private circles. This · certainly is alr~a~y true in 
especially among the representatives of developing 

UNCTAD - Trade and Development Board (TDB) 
Twenty-f1rst Session, 15-26 September 

I might add to the few comments - in my last letter 
pages 2 and 3) about this meeting. Contrary to what 
when the Board \-ras still in session - there has been a conse sus . 
agreement on the debt of developing countries, reached at mi ight 
on Saturday, 27 September. You will recall that the March 1 78 
TDB agreed to a two-part resolution on debt (165 S-IX): Part A 
on retroactive adjustment of terms of ODA to the poorer develop"ng 
countries and Part B on the need for establishing a multilatera 
framev1ork for future debt operations. \Vhereas a number of DAC 
countries have, at least p 'artly, implemented Part A of the 
resolution, they have in the past res-isted the need to create 
new institutional arrangements for debt negotiations, or even 
substantially modify existing arrangements. The developed 
countries have in previous meetings conceded that marginal irnprov 

~ ments might be warranted. The developing countries have argued 
that these were not enough because the 'existing set-up (especially 
the Paris Club) did ·not satisfy the basic principles which in 
future · should govern debt restructuring operations, i.e. "permanenc " 
and "irnpartiali ty" • {: . L!. t..! '(kr. ') +0 n· n-v ~ 

,·" -
- . - J' 

A ·consensus resolution was adopte~- · -a.t this meeting and the 
resoluti.on (TD/B/L.580 (copy enclosed) - according to the spokesman 
of the G.77- is "an important step forward ••••• "in placing 

- "debt relief operations in a coherent and mutually beneficial 
·framework of creditor and debtor relationship, using the existing 
institutional framework". As you will see, paragraph 3 of Part B 
invites the Executive Heads of the . IMF and the l\'orlo BaD!< to 
"c_onsioer as soon as possJ..ble effective procedures for responding 
in a co-ordinated manner to requests for analysis from developing 
cotmtries". The Executive Heads are expected to do this in COI\

sultation with the Se<;:r:etary-Genera:L of UNCTAD \-rho is requested to 
report the results 6f such consultation to the March 1981 TDB 

/ . 

meeting. _UNCTAD a _nd its supporters are unhappy that their Board 
is looking to the Bank and the Fund £or the initiative in proposing 
"effective procedures". This -vras done at the insistence of Group B, 
and particularly the USA, FRG and the UK, who continue their battle 
to . reduce UNCTAD's role in the money and finance area. Not being 
up-to-date on the Bank's position on this matter, and in view of 
the fact that we are a creditor, I tried to discourage several 

· /over ••••• 
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The World Bank I REPRESENTATIVE ro UNITED NATIONS ORGANIZATIONS-GENEVA 
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Mrs. Shirley Boskey 
Director 
International Relations Department 
The World Bank 
1818 H. Street, N.W. 
Washington, D.C. 20433 

Dear Shirley, 

Geneva letter 19 

3 October 1980 
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Regardless of parochial bias and political alignment, the 
war in the Gulf area has caught everyone off balance, including 
those dealing with economic negotiations and development issues. 
OPEC representatives are embarrassed and frightened, but the 
OILDCs, and especially those from the poorest countries, are 
stunned - crisis to crash. i 

The OILDCs, as we know, were pinning their hopes on OPEC. in 
addition to· the agreement on the modalities and mechanism for oil 
supply/price, the poorer LDCs had hoped that the Baghdad summit 
next month would be the occasion for OPEC to unveil concrete plans 
to rescue them~ Needless to say that the war v1ill change, if not 
completely alter, the priorities and objectives of the OPEC summit- , 
if and when it takes _place. Much of OPEC effort will focus on 
solving ·problems among the OPEC members and helping Iraq and Iran 
put their oil production on stream and repair other damages. The 
intentions and plans of OPEC to increase its Special FQ~d, to play 
an. expande-d role ·in recycling and to help subsidise the LDC oil 
bill, are likely to be replaced by political considerations con
cerning tne survival of OPEC. The planned meeting in London 
(14 October) of OPEC Ministers of Foreign Affairs, Oil and Finance 

may give us an in~ica~ion of things to come. 

The -more substantive news (other than the PLO) about the Bank/ 
IMF Annual Meeting is appearing daily in the press. I was happy 
to see in today's "Journal de Geneve" that Abal-Khal, Saudi Arabian 
Minister of Finance (speaking for the Arab countries at the Annual 
Meeting) lent support to the proposed Bank energy affiliate. • 
Mr. McNamara's speech has been much in demand. We received today 
25 copies each in Engli~h and French from the Paris office - and 

- they are all gone. His speech and tne fact that he will be 
retiring next year will understandably continue to be an important 

Page 1 
2- 4 
4- 5 
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OPEC meetings? Annual Meeting 
UNCTAD Trade and Development Board (Debt) 
IPC and Committee on Commodities 
Miscellaneous (GATT, LLDC seminar and meeting, Preparatory 
Commission on Common ~und) 

jo~r •• ••• 

\ 
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topic of debate and comment in the press, in meetings and in 
private circles. This certainly is already true in Geneva, and 
especially among the representatives of developing countries. 

UNCTAD - Trade and Development Board (TDB) 
Twenty-first Session, 15-26 September 

I might add to the few comments in ·my last letter (No. 18, 
pages 2 and 3) about this meeting. Contrary to what I said -
when the Board was still in session ~ there has been a consensus 
agreement on the debt of developing countries, reached at midnight 
on Saturday, 27 September. You will recall that the March 1978 
TDB agreed to .. a two-part. re~olution on debt _ (165 S-IX): Part A 
on retroactive adjustment of terms of ODA to the poorer developing 
countries and P·art B on the need for establishing a multilateral 
framework for future debt operations. Whereas a number of QAC. .. 
countries have, at least partly, implemented Part A of the · · 
resolut.ion, they have in the past resisted the need to create 
new institutional arrangements for debt negotiations, or even to 
substantially modify existing arrangements. . The developed 
countries hav~ in previous meetings conceded ·that marginal improve
ments might be warranted. ·The developing cq:untries have argued 
that these were not enough because the existing set-up (especially 
the Paris Club) did not satisfy the basic principles which in 
future should govern· debt restructuring operations, i.e. "permanence" 
and "impartiality". .,).jo l·L Hv.st......r.) 

A consensus resolution was adoptecl ·at .this meeting and the 
resolution (TD/B/L.580 (copy enclosed) - according to the spokesman 
of the G.77- is "an important step forward ••••• " in placing 
11 debt relief operations in a coherent and mutually beneficial 
framework of creditor and debtor relationship, using the existing 
institutional framework". As you will see, paragraph 3 of Part B 
invites the Executive Heads of the IMF · and the World Bank to 
"consider as soon as possible effective procedures for responding 
in a co-ordinated manner to requests for analysis from developing 
countries". The Executive Heads are expected to do this in con.
sultation with the Secretary-General. of UNCTAD who is requested to 
report the results cif s-uch consultation to the March 1981- TDB 
meeting. UNCTAD and its supporters ·are unhappy that their Board 
is looking to the Bank and the Fund for the initiative in proposing 
"effective procedures". This was done at the insistence of Group B, 
and particularly the USA, FRG and the UK, who continue their battle 
to reduce UNCTAD's role in the money and finance area. Not being 
up-to-date on the Bank's position on this matter, and in view of 
the fact that we are a creditor, I tried to discourage several 

/over ••••• 
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members of Group B from . putting the Bank in a lead position. 
However, the order of listing does not really make much difference. 
The Secretary-General of UNCTAD will in any case take the initiative 
to consult with the IMF and the Bank, as he is required to report 
on the result of such consultation to next year's TDB meeting 
(March 1981). The TDB, at its spring session in 1982, will review 
the progress made as a result of the agreement reached in the TDB 
session just ended.· As mentioned in my last letter, the G.77 has 
officially abandoned the idea of an International Debt Commission; 
the decision, the G.77 spokesman, Roy Matter (Jamaica), said was 
taken by the Group in a spirit of compromise "to allow us to see 
if our faith in the effort to reform the .existing machinery will 
have been justified". The consensus agreement does not mean a 
shift in the position of Group B which .continues to consider "debt 
as a financial issue", and which must remain vli thit:l the . competence 
of the Bretton Woods institutions. UNCTAD will soon take steps to 
initiate consultations with the Bank and the.Fund; Gerry Arsenis, 
in Washington for th~ Annual Me·eting, ·may have broached this subject 
already with Bank staff. It might be added that the resolution 
(TD/B/L.580) also urges developed donor· countries to honour commit
ments to "retroactive term adjustment" of their ODA to poorer 
countries - Part A of resolution 165 (S-IX). ·· The socialist 
countries insisted that debt resolutions . have no application to 
them. 

On other agenda items at the TDB, such · as "evaluation of the 
world trade and econornic . situation and the interdependence of 
p:r::oblems of trade, development and finance" and "the evolution of 
the international monetary system .. ; "rationalization of the per
manent machinery of UNCTAD"; "transfer of technology"; . 
"pro.tectionism and structural adjustment"; and "trade between 
developing and socialist countries", the discussion did not lead 
to any noticeable advance and these matters were passed on to the · 
March 1981 TDB and beyond. 

On the issues relating to th~ evolu~ion of the international 
monetary system, most of the members of Group B, in spite of the 
urging of the Secretary-General, G.77 .and Group D, maintained tlieir 
position . that they Wbul9 not participate in or support the work Of 
the Ad Hoc Intergovernmental High-Lev~l Group of Experts on the 
Evolution of the International Monetary System which met in Geneva 
(28 July ~ 5 August) and was bqyco~~ed by all developed countries 
(except Norway). You will recal~ that .at UNCTAD V (!vlanila) a 
resolution (l28(V) ) was voted by the LDCs (with Group B. opposing 
it) to establish this intergovernmental group to study and discuss 
(but not negotiate) the need for and the nature of reforms in the 
monetary system. A second meeting of this group is scheduled in 

/over ••••• 
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Geneva (23-27 February. 19811 andJ once again, it w~~l remain a 
dialogue between the developing and soci·alist cotintries. Areas 
to be. explored at the 1981 meeting include: examination of 
arrangements for asset settlement, role of resource assets, the 
role of gold and ways and means of protecting .~e real value of 
financial assets of developing countries. 

- No decision was taken on Cuba's offer to host ·the 19 83 UNCTAD 
VI conference. In addition to developed countries, a number of 
developing countries would -like th~ venue to be other than Havana. 
This matter will come up again at the next Board meeting. 

;~-~~ -~ ( r~ -';-·IPC - Ad Hoc Intergovernmental Committee 
_- ""'<"~ L. Tenth Session - 29 September-! October 
\ ":--

-· 

( 

' 

Committee on Commodities . 
Ninth Session - 29 September-3 October 

As mentioned in my telex of 23 September, these two meetings 
were intentionally arranged to overlap, because the•conunon Fund (CF) 
having been agreed, _ the IPC Ad Hoc ; Intergovernmental Cqmmittee will 
cease to e~ist~ after this meet-ing. · . The <;:ornmi ttee on Commodities, 
which has been in suspense ·pending the outcome of the CF negotia
tions (and has ·not ·met since . l975), will' become operational, ass~ 
ing the review functions of the Committee .on IPC on the progress 
of· individual commodity agreements and activating its programme of 
work (world commodity situation, influence of protectionism on 
trade -in primary ·and processed commodities, outcome of MTNs on 
commodities, international food tra~e, need for . complementary 
financing· facility to compensate . for shortfal .. ls in earnings of each· · 
commodity, commodity policy of individual developing countries) as 
well as "downstream" activities, .such ~s marketing, distribution 
and processing .o£ commodities. 

The main focus in .this meeting of the Committe~ _ on Commodities 
is to discuss and agree on awork programme related to the above areas. 
UNCTAD has prepared reports- ·an· some of these subjec~s. A set of 
these is ·being sent to you under separate cover. Group B will.be 
reluctant for the C.o~ttee to cover ·some of the aree1:s suggested by 

. UNCTAD ~ such as review·of MTNs, complementary fina~cing facility. 
The meeting will end. some time n~xt week (when I am in Washington) 
and I may send you another note upon my return. I believe a number 
of studies · to be carried out by the Commodities Division for this 
Committ~e ~ight be of interest to the Bank, and might even pro~ide 
an area of joint research and analysis. 

/over ••••• 
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You and ·Warren ·Baum. ·miqht be interested to know that the 
representative of Turkey made a statement at this meeting on behalf 
of · the .,Izmir Group" (cotton producing/exporting developing 
countries), the substance ·of which was that the memb·ers of the Group 
feel that the agreement on Cotton D~velopment lnternational (COl) · 
should be preceded by a comprehensive i~ternational cotton agree~ 
ment, and that CDI should function.within the overall · context of 
such an agreement and in close collaboration with the Second Account 
operation of the CF·~ . It seems that a number of developing countries . 
still suspect that the CDI is supply-oriented and, without price 
stablization meas~res as part of an overall cotton agreement, its 
effect would be to depress prices. An.UNCTAD preparatory meeting 
for an international cott~n agreement is scheduled in Geneva in 
March 1981. If the "I~mir Group" statement ~ (copy enclosed))reflects 
the vie~vs of even some of the LDC cotton producers/exporters.; next. ·· · 
week's working group meeting in Rome on the proposed CDI might be 

. \ 

inconclusive and even uncomf·ortable. \_( \- -\-o 
~ 

Miscellaneous B~J~t; 
• 

Some - of the GAT~ staff who· have been .reading about the Bank's 
lending for structural adjustment suggest the need for a more 
syst~~atic exchange of information and views .. between the Bank and 
GATT on country specific trade policies; taxation, ~tc. I am 
sure some of the Bank country economists are in touch with their 
counterparts in GATT, but I wonder· whether there is a need for a 
more systematic flow of information and consultation between the 
two ins ti.tutions ·• By the way, Dunkel, the new Director-General 
of GATT:, has taken over as · of 1 ·october. 

_ I hope that Peter Chatenay and/or Sidney Chernick will be here 
next week for the LLDC seminar and preparatory meeting (reference 
my telex 23 Septe~er). 

The first session. of the Preparatory Commission for the Common 
Fund vlill be held from 20-24 October. Since Amerasinghe will not 
be coming · to Geneva until: 27 October, I plan to cover this meeting, 
at least part of the.~ time. • 

,t; 

Best regards_, .~; 

Sincerely yours, 

~- . 
Mahrnud A. Burney 

cc: ~tr. Rainer B. Steckhan, Paris 
I·lr. Julian P. Grenfell, Paris ..._ ? 

ENCLS: 
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ll-1Pill2llliTIOiT 0::' !!.Tu"ill~ AND TI::JVELOP:iiCHT TIOAHD nEBOLUTICH 165 (S-JX} 
OIT Tile D~T Alill 1ICV~LOPIEllT PTIODIDIS . OF D:SVLLOP TI!G CODlrrRIES · 

· Pro::>os?.l ·oubmitted b-.,r the · Prenident · -------------·--------
~~t~-r ...... ~ ·. 

Debt~Pzo_1)lcm~_of Dev~~oiJ~!i.'!.. Countries 

P~rt ~ 
• 

1 • . · ~·ielc~ t.be a11.no~Lce:Jent by the Ste.tes I!lernbcro of DAC reg~rdi.."ll! oeasures· ta!\:ell 
~n -: :9t~rsl.!ance of P~rt A of :.,esolution 165 (s-n) ~nd their affiroc,tion to implccent -~ 
full~r Pc.rt .li of tha. t ·resolution. . ' 

2. TCl1\:e s note of the na ttlro, ocope and coveraee of measureo cnnounced so f"X by 
cliffe:r-cnt C.ev~loped donor countries iil relation to the provisions and C.ecioions or 
resol-:..1.tion 165 . (S...;;r ~ ) ~nc~. - the rec1.1.l tc:.nt var --.i:.tion L"1 their i.m:·lementation. · · 

3. notes tbat · i!.Je Fi..l'l~""l.ce !:IL.ristcrc of the Group of 77 at their. nee_ting in ·-Dclgrade 
on 9 Scpte~bsr 19.7~, :reit~r~ted -~he position c:;.::prcsse_d in the .l' .. rusha 1I:L.1i_sterial 
Decl2.ra tion ~hat developaCl. cou.Tltries uhich grant relief meC!.sures to only a · · 
lll1iteQ ercu, of-poorer develop:L.J8 col~1trieo should not be concidcred as havfn! 
. - • .. .. --, 1 .J... 1"5 (C' TV) mp..Le:3en·ceu j_u.:._y reso ,_,_ ... ~on v .:.i··.LA • 

4. Uotes also tb2- a:pprecfution e~prescec'l by the Group of 77 of the action tal~en 
,J~' oc:!::; deve1on::;d dono= co~mt!:'iec ' ·:hich h~ve inte:rnretec ~nd. ~.:r.ro1icd th(;? retroactive 
~cljllsben ·;; of terms in a napper \:hich met :fully th~ e;:pectc.tio~; of developj_r,~ • 
col~~t:-ies L~ rezpect of i~1m:Je·nt:.tion of PZ":.rt 1-.. of renolution 165 (s-:c:). 

f. ,, 

5. Ta!:es note of the ct~.tenent by States :oec:Jer::; .of DAC that they are ft1.lly 
inple:::::!en·(i!!€. Part A of :resolution 165 (S-IX), t~.!d.ne .L"'lto accot~nt p2.mgraph 5 o! 
thr. t rezolution. 

6. Ur;.'es all de..;~elopecl donor countries \ibich ·have not clone so to tal~c the n~cess::.ry 
~tens to fully and in~ed~i.tely inplcoent Part A of resolution 165 (S-JX) rc~r .. rd~ 

j~t:;tnent: of rems on p2.st OD.t:.. debt. 

7. -~l!rees that developed donor count:r-ies should seek to continue to ac"l.opt 
:ret:-oe>.cti.,:e adju.stn~nt of terms or equivalent oez.sures in accordance l-iith Part J\ of 
:reco'l~tion 165 (S-IX) ~o t:hf:'.t .the irlprove:::1~nt in current teres can be applied to · 
O'L!t~t~~lcline official lLevclop:aent Clssintance tlebt. 

C.~C-S627l 

1 
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8. ~vites th~ Sec~"'ctar~ .. ..rJCnl?ral ci lfiTCT~·.:> tc :~~ep tl~i~ ::!='.tte:.· :.t~cl~r clo~e anu 
cont~· .. r.to"..4c :--evie-.! an:i a~!>ess:::tent ancl to report to the Traue antl :Uevelopr:1cnt Doard 
a.t · its i.\·renty-second se5sion on the cove race and 'the degree of retroactive 
adjustr:ent of terms and eC!Uivo.le11t tleasnrcn t:l!:en by (level oped count:-ies ilj .. 
pursuan=:e of Par"· A of resolution 165· {S··rx)·. 

~-~ Further invites all developed countries to mcl:e available to ill-TCTAD data 
?'lecessary for this revie\·1. -f' . 

. .. -
Part :S 

. .. 
1.· E!ldo:rses the agreed detailed features contc.incd in the cnneA to this 
reso:!.ution \!hich elaborate the ba~ic concept3 contained in resolution 165 (S-IX), 
Part B, and asrees that States oe~bers of the Uni tecl. nation~ Conference on TI?.de 
and :Developr::ent be rruid~cl by the~e agreed features in future operations rel~tina 
to debt :proble!:ls of interested de\"eloping countries • .. - . .. 

i 

2. J._2J:"ee s further that uhenever ~ Jlevelopin2 country believes it faces 
diffic-..:.lties involvir~ 'deot it. m?-i initiate consideration of a clebt operation 
in the context of appropriate multilateral fora agreed upon by debtor and 
crecli tors. Tbis operation uill be guided. by end consistent \-:i th the ai7reed 

. ~ . 
:-fea tnre s. 

~. · Decides that such e1 count:cy should be able to avail itself of the expertise 
.. appropriate international insti t-u.tionn uhich could provide . in consul tC!. tion . 

vii th it an objective and CO::lpre}?en~ive analysis of its-'economic Sltt'!.ation 
taking L"'lto account its social .. .and economic objectives and develop!!lent prospec~~· 

\

To this end, the :Board invites "ihe Executive Heads· of the JHF ·c.ncl IBrJ> .L'"'l 
c~1~sul ~ation ·uith the Scc~etary-~ne::al of UHCTI? to consider as soon as possible · 
e~IeGtl.ve procedures for respondl.l1(E' J.n a co-ordJ.natecl manner to requests for 
analysis from developing countrie~ ·-and requests the Secretary-General of UliCTI\.D 
to report on the consultations to the TTade and Development Board at its · 
tHenty-second se:-:sion.-::: 

- . ~ ~ 
4. A;;rees also that only at the request of the debtor countr:r concerned, 
appropriate international institutions \'Jould provide i!he multilateral forum \'lith 
the a.bove-Ulentioned. and. other relevant analyses in order to aid the forum in 
arriving at satisfactory an~ e~uitable results. 

5- Helcomes in the,.t'context of Board resolution 132 (XV) the invitation by 
the ChaL"r4!a.n of · the Paris Club ;to -the Secretary-General of illlCTAI> to p~rticipate 
in the neetings of t~is creditor grpup on the s~e basis and terns as tne · 
represe tatives of other international org~nizc.tions pa.rticipatiP~ and ~rees 
in this context that the Secretary-General of UlTCT.AD \:oulc:l have a p~rticular 
interest in the agreed features. 

l r-... q ~s ~ 
6. Aarees that the Trade and Development 13oa:l."'d) at its t\:enty-sixth sension 
uill reviel: the ar!c.ngewents agreed to in thi:::,.(f~Golution, and touards thio end 

ruests the Secretc.ry-Gcneral of Ul'~CT:~D, ancl invites the head~ of concerned 
-rnul tila"teral institutio:ls c.nd fora to provide all relevant infon:.ation and 
doc~er..tation. 

-· 
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Detailed· features for · futur-e c::pt:::-.::.ticns relc..tin~ tc the debt nroblems 
of intereEtsd develcuinG co~~tries 

PRE1J·ffiLE . 

1. In pursuance of resolution 165 (S-IX) of th~ Trade c?.nd Development Board, 
taking into account the vrork of th~ Intcrgoverr ... "!lenta..l Grc".lp of E..""qJerts oh Debt and 
Develop::1ent Probleres of Developing c·atL"'ltries, th8 follouing .features. for future 
operations relating to the debt preble~ of~intcresteQ developing cotmtri~~ are 
agreed upon: . 

2. It was further agreed that finaing a =nea11s through l:hic..'l debt-servicing 
difficulties ca."'l be avoided Has one of the ~est ir:portant t c:.sks !"acing the 
international con:-:rurd.ty. The avoidance of debt-servicing difficulties U."'lder 
conC.itions that are consistent l!ith a.."'l orderly developi!'lent process in developing 
cow1tries is in the interest of both the creditor and debtor countries. 

3. Nevertheless, it -vas · recognized that problems c~'tl arise and it was. important 
to have . agreed arrangements for tioely action~ 

II. OBJECTIVES .. 
4· Inten:.ationu action r:hich may vary according to the nature of' the proble:c:& 
of the debtor co1.U1try: 

should be expeditious and tir.1ely 

should enha11ce the developr:1ent prospects of the debtor country bearing 
in cind its socio-economic priorities and the internationclly agreed 
objectives for the developnent of developing countries 

should aim at restoring the debtor count~~·s capacity to sa~~ce its 
debt over both the short and long r.m; a.."!d reinforce the developing · 
country's c·\·m efforts .to strengthen its '"J!ld.erlying balance-of-payments 
situation 

should protact the interests of d~btors anC. creditors cquita-oly ir. tha 
context of international ccono~c co-operation. 

III. OPERATIOnAL FR!u·!EHORK 

5.· International consider2.tion of the de~t probler1· cf a developing countr.r 
,.;o~lld be initi~tcd only at th(: r;pecifi~ recr.1~st cf the debtor cc~t:ry conc~rned. 
J..ccurdingly, the country cvnccr~ec1. !:l~Y rsq_aest st:.ch c~nsiaeration ~t an early 
st2..g•: l:hen, in its juC.sement, the preble:~ invcl vinG ir..cle-ctednes::; exists or is 
likely to c::1era-e. 

!u1~lysis 

6. The nature of th~ prcblem m~y vary fro:-. e.cutc b.:U.a.""lcc--of-t>ayYjlents difficulties 
re:-qlti:!:'ing i~t;lediat t?. ~~tion to lcngcr-tc~7.! situ.z..tions r•~l~tine; to . stru~tur~l, 
fin::ncial C'.!lt1 trZ'.nsfcr-of-r .~sourccs procl~r.:o rcqtur:.T!t; r..pp=op=ir:..tc lo!1f.Cr--tcrn 
~casar~s. 

•. 
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7 ~ In all c~s~s th~ follo\-lins .elenents ':o·.;.lci be consic1-ered in ciet.cmining 
appropriate international action: 

• 

(a) . Exc.m:i.nation .. of the domestic. econo:Uc situation .of the country . 
including an c~alysis of the country's use of both do~estic and 
external r~sources for safeg~arding its development process. ~~-. . 

(b) Iopact of external factors on the dcvelop~~tal and financial preble~ 
of the debtor country. 

· (c) Estim~tes of snort- and long~tcru devclcpoental capital requirements 
end projected avail~bi1itics. 

(d) Projection of debt-servicing requir~ncnts m-1d revicu of neasures 
adopted 'by the country ccncerned to avoid debt-servicing difficulties. 

(e) The st:ructure· a.'l'ld prospects of all itc!'l.s of the b~arici?-of-paYI!lcnts, · 
exchange rc.te and monct~y policies Hould. be given particular 
consideration. 

8. In. the case of the ?.cute balance-of-paYI!lc:nts di.fficulties, _ the ~alysis 
\-:OUlcl give special attention to the dept or ccl-:..'l'ltry' s ·short.,..term econo:aic and 
;rinancial policies, prospects and rcquir0ocnts. In the case of longer-run ' 
probleBS 7 the analysis \!DUld give Special attention to the firm.ncing of long-term. . 
:! '""lvest~ent a."'ld associated r·2source transfers. · · · 

l:..ction 

9. In the light of the enalysis described above, a comprehensive prograr~a 
of action \.rill be agreed upon aimed at meeting the objectives described in 
Section II. The .actio!l progra.ooe ,.,rhich '\·7ill include both do:ocstic and 
international measures ¥rill va:ry from case to case depending ·on the ·natu.:re or 
the problem at hand and the developnent prospects of the debtor countr.y. 

10. International :r:1easures to be inplement~d by bilaterc2. and I:iUltilateral 
sources 1-;ould va:ry fro.ra debt reorganizc..tion to the provision of additional 
fin~cial resources on c:~ppropriate terms and conditions. 

11. In the case of acute ·oalancc-of-:-paymc:nts diffic....U ties .in l!i'.i.ch debt 
servicing P~\}'l:lents play· a najor role a:1cl \·!hich require imediatc:: action, the 

, debtor country 'Hou.ld. ~"'lc!.ertake. an economic progr~:te designed to strengthen 
. its 'lUlderl:ring balance-of-payt1e.nts 'situ~tion h~v"'ing rc~d to its dcvelop!:lent 
. prospects. ' This program::lC \.'OUld be supported by intert!sted p~ies. This 

support uould, '-there r.ccessc.ry, include the reC'=~izaticn of d~bts ovcd to 
or gu~Gnteed by creditor governments. 

12. In the cas~ of lonecr-ru.n problems v:hich require c.ppropriate 1onger-tem 
measures, the debtor country concerned ,.rill undertake vi~ble do:nestic policies, 
s P ' orted by donor countries and ~ppropriatc international institutions l-:hich 
'\lu __._ d e:nde:avou.r to incrc~se the qu2.l1tity of aid in ~ppropriate for.r.:tS a."'ld inpro,re 
its quality. 

1 , .. . 
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1;. In c~scs -\-rherc both types of prcblcn!:i uc pre:s~nt, r~=tions ir.vol vint; beth 
tiPcs · of ne2:surcs nay b~ rcq'air0.d a~·1d \lC~lci h~ve to be take~ in ~- l:lrT.ncr \-.rhich 
ensures thn.t they a:re consistent ~d crJ.tt:.n.lly reinforcing. 

. ~ tt:.. ~t: l-'-r-L ~ • ~ ~ lj. \\: "-'~~ o-t. ~~~ • tt.. ~~ ...,. •L 
14. T·hc Ghe.:i;:-:J;-.:: cf tLc =-.:.~ t ~ l_-:. ::.:.: :.::--= ··.· 1 : :,· .. ~ .... --:- -:: l;z,- ~,",. :: , '\..L- :r -nd 
c!? .... elii;e:r coti:l.t .... ies, ·..-:··,a co:Rd·.,tei; th-.. 2.cbL cpcic;;.~iOJ~ in ~ f'-~ zr:nd lt'.p5J:~1al 

mann~r in accordance \.;ith the agreed. o}>jcctiYcs · SO ~-S to 1cc..d.. to cquita'blt: 
results in the context of international economc co-operation • 

.. 

• 
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Present: Messrs. McNamara, Qureshi, Stern, Gabriel, Golsong, 
Rotberg, · Wood, Applegarth, Lafourcade 

I. Energy Affiliate 

1. The Committee discussed Mr. Stern's memo of October 6. 
Three separate topics were discussed: 

(A) Finance Committee Paper 

2. The Committee decided that the paper's scope should be 
expanded to include the organizational structure and operating plan of 
the affiliate, as well as its financial feasibility. It should .be 
prepared as a draft memo to the Board rather than as an issues paper 
for the Committee. Because of the expanded scope, its due date was 
deferred one week until November 14th. 

(B) Consultation with Arab Countries 

. 
3. Discussion focussed on two areas: 

(i) Organization and Control 

There was general agreement that votes in the affiliate 
should be directly proportional to shares of subscriptions. OECD 
countries were expecting that OPEC and LDC votes would be a 
significant portion of the total. However, Mr. McNamara felt that 
capital markets ~ould react adversely if OPEC controlled the affiliate 
or if its votes were equal to OECD. Mr. HcNamara stressed that the 
affiliate should. be an IDA-type affiliate, rather than an IFC-type, 
and . that the Arab countries should be assured that they would have no 
less influence in such a structure. The IDA-type affiliate was 

• 
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important to the Bank Group because of the need to closely integrate 
staff with the IBRD/IDA. Integration was necessary since this was an 
"ertergy" affiliate, not an oil and gas affiliat~., It was pointed out 
that an IDA-type affiliate might not be satisfactory to the Arab 
countries; they might prefer an IFC structure which would create t ·he 
opportunity for appointments to higher level operati~g positions. 

(ii) Initiating Discussions 

Mr. Qureshi suggested that a small technical group of 
6-8 member countries should be organized at an early date to begin 
discussing the affiliate. The group might include Saudi Arabia, 
Kuwait, the UAE, Venezuela, and 3-4 European or non-OPEC countries. 
Mr. McNamara said that the chances of getting an early decision on 
OPEC Fund participation were small because of the Iran/Iraq war, but 
supported an early meeting. Mr. Golsong suggested that it would be 
better not to convene a group immediately, and instead limit initial 
contact to Saudi Arabia, the UAE and Kuwait. Rather than going with a 
well-defined proposal now, it would be preferable to get them involved 
early in the process of formulating a proposal. Mr. Stern agreed that 
it would be better not to convene a group at this time. ~~. McNamara 
said the Bank should indicate it wanted to convene a group in four 
weeks and hold bilateral discussions first. He felt that working 
through an intermediary would not be useful; contacts should be made 
directly by the Bank. He pointed out the importance to the . Arab 
countries of being able to express their views in front of others and 
having them taken into account. After further discussion, it was 
agreed that contact would first be made with Mr. Abul-Khail (}1r. 
McNamara and Mr. Qureshi will discuss the best approach for doing 
thi_s.) Mr. Abul-Khail would. be asked whether he would be prepared to 
designat~ a representative to participate in a group discussing the 
affiliate, and if so ·, would he help form the group. 

(C) Other Issues 

4. Mr. Stern indicated that possible energy lending to IDA-only 
countries totalled $3.9 billion in IDA6-IDA7. Providing financing to 
these countries was one of the critical issues facing the affiliate, 
for an affiliate which did not address the problem of the poor 
countries would not be attractive to several· potential donors. ttr. 
McNamara indicated that he had thought lending to IDA-only countries 
would be much smaller than . the amount indicated by Mr. Stern. Lending 
in the amounts indicated by Mr. Stern would make an interest subsidy 
scheme which he had been considering infeasible. He asked Mr. Stern 
to prepare a note detailing energy le~ding to IDA-only countries • . In 
the interim, energy affil~ate pr~jections shouid be · ~prepared .on the 

· basis that IDA would provide energy financi -ng· to IDA-only countries. 
Lending by the affiliate would total $21 · billion ($25-$4 billion). 
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The Committee then discussed the difficulties presented by possible 
delays . in the affiliate's start-up. It indicated that, as an ' interim 
scheme, the FY82 Administrative Budget Memor~dum should propose 

- drawing forward le~ding from later years to FY82-FY86 to provide for 
energy lending. 

II. Borrowing Program 

5. The Committee discussed Mr. Rotberg's memo of October 3, 
1980. Mr. McNamara indicated that Mr. Rotberg had previously told him 
that sufficient funds were available on a long-term fixed rate basis 
to finance the FY81 borrowing program. Sufficient funds were also 
available at intermediate and long-term maturities to finance the 
proposed higher FY82-FY86 borrowing program, although not all of these 
amounts might be available on a fixed rate basis. Mr. Rotberg 
confirmed these conclusions. Mr. McNamara indicated that the crucial 
·issue was availability of funds at the appropriate maturity, and that 
it was an acceptable cost that a portion of the borrowing program 
might have to be· financed on a floating rate basis. 

6. The paper -that Mr. Rotberg was preparing on the feasibility 
of the borrowing program was also discussed. Mr. McNamara indicated 
that the paper should address the issue of how the Bank should borrow 
the funds needed to finance its program. He agreed to defer the paper 
by a week to November 7th. Hr. Qureshi raised the possibility of 
issuing short-term notes. Mr. McNamara requested that this issue be 
deferred for now; the critical issue for the moment was the 
availability of long-term funds. Mr. Rotberg and Mr. Stern pointed 
out that if the Bank began lending at floating rates, countries with 
alternative means of financing might cease to borrow from the Bank. 
This would create a form of automatic graduation. Mr. McNamara said 
that he would not be concerned about this prospect. He indicated that 
it was important to _be able to tell the developing countries that if 
they wanted a lending pr·ogram which we could endorse, we would be able 
to finance· it. -

III. Task Force on Private Foreign Direct Investment 

7. Mr. McNamara- s-aid that declining to participate in the study 
did not ~eem to be a fe~sible alternative. · The issue to be addressed 
by ~he study was what d~veloping countries could do today to attract 
more private inv~stment. He felt that the essential problem could be 
addressed for _n9t more than $300,000, and that the paper should be 
completed for the Development Committee meeting in October 1981. Mr. 
QureshL indicated that the United States wanted the paper to be an 
internat~onal : survey · of · existing- incentives for investment and 
performance - ·criteria. The U.S. expected the paper to identify 
performance criteria for the purpose of developing a Code of Conduct 

\' 
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for countries desiring . private sector investment. It was agreed that 
Mr. Qureshi . would talk to Mr. Bergsten before any further steps were 
taken regarding the study. The discussion with 11r~ Bergsten should 
proceed in such a way as not to prejudice the Bank's desired position 
of keeping the survey limited to a cost of $300,000. 

IV. Criteria for Selective Capital Increases 

8. Mr. McNamara made several suggestions regarding the paper. 
Mr. Stern indicated that it would be helpful if more time was allowed 
between the distribution of papers and Committee meetings, so that the 
Committee could reflect more on the papers·. Mr. Golsong expressed 
concern that the paper in its present form might prejudice future 
discussion regarding Selective Increases. , It was agreed that the 
paper would be revised to incorporate Mr. McNamara's comments and 
recirculated to the Committee members. Mr. Applegarth was asked to 
meet separately with Mr. Golsong (and Mr. Thahane) to obtain their 
detailed comments. The Committee would have two days to review a new 
draft and if it were necessary, an additional meeting of the Committee 
could be held. Mr. Qureshi said that he would plan to discuss the 
paper with key Directors before it was distributed to the Board. 

PVApplegarth:sl 

Cleared with Mr. Qureshi 

10/28/80 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

CE MEMORANDUM 
TO: Members of the Fi 

FROM: Joe Wood~· 

DATE: October 20, 1980 

SUBJECT: Agenda for Next Meeting 

1. The next meeting of the Finance Committee is scheduled for October 21 
at 2pm in Mr. McNamara's office. Three papers related to a possible expansion 
in Bank Group lending have been circulated to the Committee. In drafting the 
Board paper itself it would be helpful to have the guidance of the Committee on 
the following points: 

Lending to China 

(a) It is not entirely clear which constraints are most critical 
in the determination of the proposed lending program: the ~ 

ability of China to put forward loan/credit requests that 1 ~~ 
meet our standards or our willingness to increase lending in _ 
response to such requests. What line should the Board paper ~~ 

take? ~ 2· 
~u/ The paper contemplates "start-up" operations at a level of ~ "'-(b) 

$150 million to $200 million per project. How should the Board/ ~/ . 
paper justify this approach as opposed to a more cautious be- / ~-

ginning? ~J J: 
Structural Adjustment Lending 

(a) One of the tables attached to this paper shows that potential 
SAL amounts to only 3% of total planned operations in pure IDA 
countries. This raises the question of whether SAL, as currently 
conceived, is meaningful for the poorest countries. Because of 
inadequate economic management in these countries, very few are 
likely to meet our current standards for supportable programs. 
We may nevertheless respond in less visible ways (e.g., through 
sector loans), but it is hard to see how this type of response ,~) 
could be made additional. l t!- · 
What should the Board paper say on the outlook for SAL in the L---v "' " ~r · 
poorest countries? .... A ~ 1~ 

-"'V1 I 

(b) The one page note attached to the paper argues that a higher 
level of SAL could readily be justified if the present "constraints" 
were relaxed. One constraint is the type of program we expect, 
which, as noted, limits sharply our formal SAL in the poorest coun-
tries. Another constraint is the notion that the amount of lending 
per country should be adequate to support a serious dialogue but 
not more. In particular, the amount lent per country should not 
be raised in order to achieve a resource transfer objective related 
to current balance of payments difficulties. 
Is it agreed that resource transfer objectives should not play a 
significant role in determining the volume of SAL per country? 
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A key argument against full additionality is the thought ] ~;I 
that IBRD operations in the more advanced developing ~~ ,~ 
countries should gradually evolve toward more policy- jr( ~, 
oriented lending and away from traditional project lending. 
This argument can be countered by stressing that SAL is a J 
tool which is limited to situations in which the balance of \) 
payments deficit is unusually high (in relation to GDP) and /~ 
cannot or should not be reduced abruptly through demand de
flation. Should the Board paper make this counter-argument] 
and thus imply that SAL will mainly be applied in high de- )I~ 
ficit situations? 

Restoring Planned Real Growth 

(a) 

(b) 

The paper asserts that a FY77 base rather than a FY80 base ~-- ~ r/114.__. 
is appropriate. Should the Board memorandum m~ke the sam ~~~~~~ 
case? Can additional arguments be marshalled 1n defense of 7~ • ~ _ 

this assertion? ~ YA~ •IV.ff-r:: ~ / 

Is the proposed "price contingency" technique accepted? J ...( t1 q -

(c) Our tactic in the past has been to avoid a "realistic" pro-
jection for IDA operations beyond the current replenishment 
period on the grounds that this could complicate the IDA ne-
gotiations. But as part of our effort to quantify additional 
demands for IDA resources we are assuming that ordinary opera-
tions (i.e., excluding China, desirable energy, SAL) should~ yl~ 
grow at 5% per annum in real terms over the IDA VI level. ~ 
Any disagreement? 

2. Other items on the agends are : 

The Bank as "Other Holder" of SDRs. The draft of this paper 
has been circulated separately. The Committee is requested 
to approve the draft for circulation to the Board on a "no 
objection" basis. 

Potential Request from UNCTAD on Debt. Three memoranda on this 
subject have been circulated separately. The issue is how the 
Bank should respond to the UNCTAD request which is expected to 
be formally received within the next few days. 

Bergsten Request. Mr. Bergsten has proposed that the Bank and 
the US Treasury collaborate in the development of a financial 
simulation model. Mr. Bergsten's letter, together with Mr. 
Qureshi's response and two subsequent internal memoranda have 
already been circulated to Committee members. 

cc: Messrs. Husain/Jaycox: Please (o/r): Haq/Landell-Mills: Vergin: Waide 
DJW:ba 
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WORLD BANK I INTER NATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee 

FROM : Joe lvood~' 
DATE: November 4, 1980 

SU~JECT: Agenda for Next Meeting 

The principal item to be discussed at tomorro,v's meeting of the 
Finance Committee is the draft Board memorandum on Possible Expansion in IBRD/ 
IDA Lending. A number of other papers have also been distributed to the Com
mittee on the topics covered in the draft Board memorandum, especially in 
Section 5 of that memorandum. Accordingly, it may be helpful to organize the 
discussion by topic rather than to take up the various papers separately. I 
would suggest the following topics: 

1. Adjustments in proposed lending to take account of the likely avail
ability of IDA resources. 

The Board memorandum shows IDA lending levels \vhich exceed 
likely IDA availabilities. The text indicates that the 
overall IBRD/IDA lending proposals may have to be revised 
once IDA availabilities are examined in the subsequent 
memorandum on means of finance. 

The paper on Stretching IDA Resources argues that substantial 
changes in the IBRD/IDA program will be required. Mr. Vergin's 
note on the Expanded Lending Program FY82-86 takes the same 
position. 

In order to be clear about the implications of limited IDA 
resources, it is necessary to consider how a series of 
specific points should be handled: 

(a) For the IDA6 period, the expanded program calls for IDA 
credits of $13.7 billion. Currently projected availabili
ties, including $300 million IBRD transfers, are $12.4 
billion. The gap may be closed by 

Implication for (i) transferring IDA lending to IBRD 
through: Planned Lending 

- graduation of Egypt in FY82 
- graduation of Cameroon in FY83 
- hardened blend in India 

(per 11/1/80 table) 
- minor reprogramming in other countries 

(ii) . reducing the expand~d IDA lending pro gra~ 

due to political uncertainties 
- due to modified SAL plan 

IBRD + $ 400m 
IBRD + $ 40m 

IBRD + $1040m 
IBRD + $ 200m 

IDA $ 150m 
IDA - $ lOOm 
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If the hardened blend in India is not 
assumed, then a gap of about $400 mil
lion remains, which can be closed by 

- either additional IBRD transfers 
- o~ reduced IDA lending (e.g., accepting 

a $12 billion "base" for traditional 
IDA lending) 

Implicat·ion for 
Planned Lending 

No change 

IDA - $ 400m 

(b) For the IDA7 period, the expanded program calls for IDA 
credits of $22.9 billion. Various figures have been 
suggested for likely IDA availabilities: 

- $17.2 billion (per 11/1/80 table) 
- $18.2 billion (per "Stretching IDA" note) 
- $17.2 billion+ China 

(c) Modifications to planned IBRD lending include: 

- graduation of Egypt 
- hardened blend to India 

per "Stretching IDA" note 
per 11/1/80 table 

- minor reprogramming in other countries 

InA-$ 5.7b 
IDA-$ 4.7b 
IDA - $ 3.lb 

IBRD + $ 540m 

IBRD + $1300m 
IBRD + $2230m 
IBRD + $ 270m 

Depending upon which set of adjustments are adopted, the total 
IBRD/IDA program will differ to a greater or lesser extent 
from the program shown in the draft Board memorandum. Two 
internally consistent "revised" programs will be circulated 
shortly: one outlined by Mr. McNamara on 11/1/80; the other 
a new proposal from FPA. 

2. Adjustments in proposed lending to take account of lack of oroject 
content. 

Mr. Vergin's note highlights the need for a major project 
preparation effort and/or a review of the guidelines which 
influence the average size of Bank loans. 

How should the draft Board memorandum (para . 45) be modi
fied in light of these concerns? In particular, should the 
lending levels sho\m for FY82 and FY83 f o r traditional lend
ing (i.e., ordinary projects) be scal ed back? I f so, how 
much? Should the guidelines on loca l cost financing be 
modified, especially in the middle-income countries? 
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3. Adjustments in proposed lending to take account of credit
worthiness concerns. 

Mr. Vergin's note also emphasizes the rather substantial 
increases in IBRD lending '"hich ,.;auld need to be alloca
ted to countries ,,1here creditworthiness concerns are im
portant. SAL, if it is requested and if it \vorks, may 
alleviate those concerns to some extent. Similarly, 
increased allocations to higher-income and to oil-export
ing countries (e.g., Romania, Argentina, Mexico) would 
alleviate the concern. 

How should the draft Board memorandum (para. 49) be modi
fied in light of these concerns? 

Should an attempt be made to have a "quick look" at credit
worthiness/borrmver receptivity issues in a few key coun
tries (e.g., India, Egypt, Kenya, Thailand) before the 
Board memorandum goes out? 

4. Other qualifications to the expanded lending proposals. 

The draft Board memorandum indicates at several places 
that the proposed lending levels are far from firm (e.g., 
China uncertainties; demand for SAL). Should a paragraph 
be added indicating that, in the event some of this lending 
does not materialize, the resources mobilized in support 
of the program would simply last longer? In other words, 
there is not much risk that effort will be wasted. 

Committee members have also received from Hr. Stern a draft memorandum 
on the Energy Affiliate. A condensed version of this memorandum is currently 
under preparation. It is likely that management attention will initially focus 
on the condensed version. This will be distributed to the Committee as soon as 
it is available. 

DJhT:ba 



CONFIDENTIAL 
A 

FINANCE COH}t!TTEE 't-1EETING MAR 2 LU13 

November 5, 1980 WBGARC VE 

MINUTES 

Present: Messrs. McNamara, Qureshi, Stern, Gabriel, Golsong,· 
Rotberg, Thahane, Hood, Applegarth, Lafourcade 

I. Board Paper on Expansion in IBRD/IDA Lending Program 

1. Mr. McNamara said that the draft paper was excellent, but 
that several points of substance required examination. In particular 
he suggested focusing on the size of the FY82-86 energy program and 
the level and blend of lending to India. 

The Committee first made some general comments on the paper. 
(As most of these comments were reflected in the final paper, in 
general only those not appearing in the paper are reflected here.) 
Mr. McNam~ra added that the paper should incorporate a discussion of 
the greater need for financial intermediation caused by the 1979 oil 
price increases. OPEC . surpluses were $80 billion larger than 
expected. An e·nhanced IBRD and IHF role in financing deficits '\vould 
be an important means of addressing the need for intermediation. Hr. 
Siern commented on the deflators, indicating that he believed they 
understated inflation. He said it was a problem of methodology with 
the result that the international cost reflected in the deflator 
~nderstated the likely impact on projects. Mr. McNamara asked Mr. 
Qureshi to reexamine the methodology for the deflators. 

2. !vir. Thahane pointed out that the changes in the external 
environment identificid in the paper created other needs for Bank 
services in addition to lending. He mentioned particularly the need 
for additional technital advice in economic analysis. 

3. The Committee next focused on the size of the energy 
program. Mr. McNamara indicated that the proposed program for energy 
in FY81 was $2.7 billion, i.e. $400 milliori above the existing 
program. He indicated this was a standard against which the -operating 
departments would be judged. Even though the energy affiliate was not 
yet in place, the Bank Group' -s objective was to finance the desirable 
program for energy and that any identified desirable lending not in 
the existing program should be incremental to the FY81-82 energy 
program. 

4. Mr. McNamara also said that the expanded lending program 
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should be processed using the same procedures and quality standards 
now in existence for IBRD loans. There would be no ·change ·in the 
local currency financing procedures, and traditional ~roject standards 
would be preserved. 

5. Lending to India: The Committee agreed that total Bank 
Group lending to India in Years 82~86 should provisionally be $13.9 
billion, i.e. a 25% increase over existing program. Mr. Stern 
indicated that he did not believe India could borrow $1.5 billion a 
year on IBRD terms and that therefore the blend should not be hardened 
to 50:50. He felt India was entitled to its share of concessional 
developmental resources. Mr. Qureshi also expressed reservations 
about hardening the blend to 50:50. ~·ir. Hcl'~ amara asked ~·1r. Stern to 
examine the maximum amount of IBRD lending that could be done in 
India, given different levels of IDA. 

6. Lending to Egypt: Hr. McNanara said he believed Egypt could 
graduate from IDA in FY82. on both creditworthiness and balance of 
payment grounds. He also believed there should be no increase in the 
present program. Egypt did not need the additional funds and its 
overall performance was poor. 

7. Lending To Other Countries: The Committee agreed that the 
graduation of Cameroon was acceptable and to accept the proposals 
submitted in a paper by PAB for blend hardening in the years FY84-86. 

8. IDA Stretching: Mr. Stern indicated that graduating Egypt 
would yield savings of $400 million for IDA. He did not believe that 
India should be reduced in 1982-83. Mr. Applegarth pointed out that 
the size of adjustment in IDA6 was now $500 million larger than 
previously anticipated because of the Conmittee's decision to maintain 
the timing of the desirable energy program. Mr. McNamara indicated 
this should come from India during the IDA6 period and ~lr. Stern 
concurred that any adjustments still requ{red should come from India. 
To reduce the impact on India, the anount taken from IDA might be 
replaced by t\.;rice the amount of IBRD lending. 

9. IDA7: The Co~nittee agreed that planning for IDA7 should be 
on the basis of a $19.8 billion replenishment, i.e.$17.2 billion to 
provide 5% real growth from the IDA6 level, plus $2.6 billion for 
China. Mr. McNamara said that the Bank sltould propose this figure 
even if it was unlikely it could be achieved. Proposing a figure 
which might be too high departed from the Bank's usual practice, but 
in the circumstances it appeared preferable to set a.target for donors 
to achieve. 
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II. Energy Affiliate 

10. The Committee reviewed a draft discussion note which was 
intended to be forwarded to the eight countries meeting informally in 
Washington in late November. It was agreed not to send an energy 
paper to the Board until the Capital Needs Board paper had been 
considered by the Committee. The Committee cleared the discussion 
note for submission to the eigl1t countries; Mr. McNamara added that 
the principal objective of the meeting was to ensure the participation 
of Kuwait and Saudi Arabia in the affiliate. ~1r. Qureshi indicated he 
would establish a meeting date in the following week and contact the 
attending countries' representatives. 

Mr. McNamara stated that he believed agreement in principle 
on the affiliate was feasible before the January 20 change in the 
United States administiations. Mr. Rotberg noted the importance of 
getting the concurrence of Mr. Reagan in the proposal. Mr. McNamara 
agreed that as soon as the Secretary of Treasury and the Secretary of 
State were nominated, consultations could begin. He added that the 
paper on financing the expanded IBRD lending program should include a 
recommendation that the Bank should proceed with consideration of an 
energy af{iliate, and prepare a paper for Board discussion. 

PVApplegarth:es 

Cleared with Mr. Qureshi 

January 28, 1981 



WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee 

FROM: Joe Hoo~. 
DATE: November 13, 1980 

SUBJECT: Finance Committee - Agenda 

There will be a Finance Committee meeting on }1onday, November 17th 
at 2pm in Mr. }fcNamara's office. The following papers will be discussed: 

PVA:sl 

FY82-86 Borrowing Program--prepared by the Treasurer's 
Department; 

IFC Borrowing Strategy Issues--prepared by IFC. 
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FINANCE COMHITTEE HEETING 

December 17, 1980 : 

MINUTES 

Present: Messrs. McNamara, Qureshi, Stern, Gabriel, Golsong, 
Rotberg, Wood, Applegarth, Lafourcade 

Review of Lending Rate 

2 tu"J 

· WB~AAc :v ~ 

In response to questions from M~. McNamara, Mr. Rotberg 
confirmed that a long-term u.s. issue today would cost 14.7%, and that 
the borrowing program underlying the proposed lending rate assumed a 
75 basis point reduction in U.S. rates. He added that the borrowing 
authority existed to complete· the proposed program, but that the 
projected costs needed to be revised in light of recent narket 
developments. Mr. HcNamara asked him to prepare a program 
incorporating his best estimates. 

Mr. Qureshi proposed an alternative to ' the 9.60 rate 
recommended in the draft paper being considered by the Committee. He 
proposed to set the lending rate at a level sufficient to achieve a 
spread of 50 basis points for FY81 (i.e. a lending rate of 9.80%). 
Mr. McNamara was unwillin& to proceed on this basis. He indicated 
that he disliked the formula, but since the Board had insisted, he 
would follow it unless the Bank's long-term income projections were 
threatened. Mr. Stern added that adjusting the rate to recover the 50 
basis points in FY81 would set an undesirable precedent for adjusting 
the rate in subsequent years to compensate for shortfalls in earlier 
years. 

A lengthy discussion followed, and it was agreed that a 
final decision would be made following receipt .of a new borrowing 
program, incorporating Hr. Rotberg's latest estimates. To assist the 
discussion, Mr. HcNamara asked Hr. Applegacth to prepare a table 
showing the lending rates of the IBRD, the IDB, and the AsDB. During 
the discussion, Hr. HcNamara indicated that the Bank's long-term 
income might be overstated in its projections, because there was at 
least a 1 in 4 chance that long-term rates would not decline as 
projected. He felt the potential overstaterJent was acceptable, as the 
Bank's income was too high, and the Bank had the flq~ibility to adjust 
its income if necessary. Mr. Qureshi said that he would be prepared · 
to take the nece ssary steps to ensure that the Bank would exceed its 
income projections. 
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Subsequent to the meeting, a lending · rate of 9.60% was 
agreed upon, set at 50 basis points above the Bank's estimated 
double-weighted cost of borrowing, centered on the date of decision. 

PVAppleearth:es 

Cleared with Mr. Qureshi 

January 28, 1981 

. ! 

' . '- . \ 



CONFIDENTIAL 
D 

FINANCE CO}lliiTTEE MEETING 

December 22, 1980 
MAR 2 0 2013 

WBG ARCHIVES 
HINUTES 

Present: Hessrs. McNamara, Qureshi, Baum (for Mr. Stern), Gabriel, 
Rotberg, Thahane, Scott (for Mr. Golsong), Waide 
(for Mr. Chenery), Vergin, Wood, Applegarth, Noon, 
Lafourcade 

FY82 Planning Assumptions, Work Program, and Budget Overview 

(i) Lending Programs 

China: Mr. HcNamara asked - if the proposed guidelines 
included "double-programming", i.e. whether provision was being made 
for a greater number of staff than required for the presently planned 
program. He pointed out the need to expand the program quickly, if 
the Board approved the expanded program, and that the costs to the 
developing countries of not being able to deliver the expanded program 
were greater than the risks of temporarily having excess staff if the 
program '\vas not approved. Hr. Vergin confirmed that the proposed 
guidelines included provision for $600 million in China lending in 
F182 and $1 billion in FY83, and that no offset cuts were being 
proposed in staff allocated to other countries. Mr. Qureshi said that 
more staff would be needed to meet the full China program. }1r. 
McNamara said that sufficient staff should be budgeted to deliver the 
full China program without cutting other countries' programs. 

Energy: Hr. McNamara said that similar "double-programming" 
should take place in the energy sector, and that sufficient staff 
should be brought on board to deliver an expanded energy program. Mr. 
Vergin pointed out that the new guidelines did not incorporate an 
increase above the presently planned energy programs. Mr. McNamara 
said that this was correct but that consideration should be given to 
positioning the Bank to increase energy lending above presently 
planned levels by $900 million in FY82 and $1.2 billion in FY83 (i.e. 
75% and 57.5%, respectively, of the difference between the currently 
programmed energy lending and the udesirableu FY82 and FY83 programs). 

Priorities: Mr. McNamara said that he hoped total IBRD/IDA 
lending could be increased, but that if it could not, some lending 
would have to be diverted from other purposes to China and energy. He 
asked PAB to estimate the incremental cost of double processing an 
additional $900 million of energy lending in FY82 and $1.2 billion in 
FY83, the full China program, and a satisfactory number of reserve 
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projects. He indicated that the contingency allowance should not 
exceed 1% of the total budget (i.e. $4 million). If additional 
funding was required for energy and China, a budget supplement should 
be sought. In response to a question raised in the paper being 
considered, he also asked PAB not to start preparing contingency plans 
for possible shortfalls in IDA6 and the GCI until May 15. 

(ii) Economic and Sector Work 

Hr. HcNamara asked PAB to identify why the energy sector 
work program differed between the presently planned and desirable 
programs. Mr. Baum said there was a difference in the intensity and 
scope of the Bank's sector work, depending on the size of the program. 
Mr. Baurn said that due to limited resources, sector work was generally 
limited to those countries where projects were on-going or under 
preparation. Hr. HcNamara confirmed that energy work should report to 
country needs, and not be limited to those cases where a lending 
program existed. He asked PAB to focus on the differences between the 
optimum lending program and v7hat the Bank was presently doing. 

Mr. McNamara also asked Mr. Baum to prepare a briefing prior 
to Mr. McN~mara's February trip to India, outlining steps Mr. McNamara 
should advise India to take in the energy sector. 

(iii) Other Items 

The Co~mittee agreed that, to the extent possible, work 
programs should be developed for each of the support areas. 

In response to a question from Hr. McNamara, Mr. Gabriel 
said that a capital budgeting scheme \vas expected to be in place 
within two to three months. Mr. McNamara suggested that the scheme 
not be constrained by accounting conventions; in his view, 
administrative expense budgets and administrative expenses in the 
income stater:H~nts need not necessarily be identical. 

Mr. HcNamara asked that the budget paper indicate that over 
the past decade, the developmental contribution per dollar of 
commitment (i.e. project quality) had gone up. Costs have gone up 
somewhat on account of the effort to improve quality, v7hich was one 
reason for the tightness of the current budget. He added ·that the 
Bank benefitted from its ·reputation as a tightly budgeted 
organization. 

' , 

Nr. Baurn s:1id that the operating departments thought the 
budget was tight but not impossible; that the departments recognized 
that supp.ort dep.:1rtmcnts had bet:~n underfunded in the past, and were 
prepared to operate under re~trictive budgets now to improve their 
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support. The energy department and CPS were the ·only areas where the 
budget was felt to be too cons trained. He added that Mr. Stern had 
undertaken to rearrange the budget within the operating departments, 
to accomodate CPS and the energy department. Mr. McNamara indicated 
he would leave it to Mr. Stern to resolve these issues but that Mr. 
Baum could raise the matter again, if he wished. 

Mr. McNamara said that the Bank was not optimizing its non
lending support to developing countries and that he hoped Hr. Clausen 
and Bank staff could address this issue in the future. 

w~. 

that 
PAB 

Mr. Waide called attention to the proposed budget for the 
Mr. McNamara said that the WDR budget was out of control, and 

it was necessary to keep it within the proposed budget. He asked 
and DPS to review past _and projected expenses in detail to ensure 

this was achieved. 

Conclusion: The Committee concluded that the budget planning 
process should go forward on the basis of a 5% real increase in 
budgeted expenses, and that it agreed with the programmatic 
implications of that course of action as set out in the FY82 budget 
overview p~per. 

PVApplegarth:es 

Cleared with Mr. Qureshi 

December 31, 1980 



TO: 

FROM: 

SUBJECT: 
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WORLD BANK I INTER NATIONAL FiNANCE CORPORATION 

OFFICE MEMORANDUM 
}1embers of the Finance Committee 

Joe \YooW · 

DATE: January 29:t 1981 

Agenda for Next Meeting 

A meeting of the Finance Commi ttee is scheduled for Friday, •January 30 
at 4pm in Hr. NcNamara's office. The items to be discussed are: 

Draft Memorandum on Valuation of Capital. This was circulated 
to members on January 21. Points to be discussed include 

(a) whether a paper along these lines ought to be circulated 
to the Board as a means of pressing the major share
holders to focus on the issue? 

(b) whether all the options mentioned in Section 5 need to 
be presented and, if not, which should be retained? 

Mr. Paijmans' memorandum on Budget Issues. A copy is attached. 

Attachment 
cc: Messrs. Chenery 

Paijmans 
:ba 



WORLD ·BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee DATE: February 20, 1981 

FROM: 
~J0: 

Joe Wood .. 

SUBJECT: Meeting of the Finance Committee 

The Finance Committee will meet on Monday, February 23, 1981 
at 10:30 a.m. in Mr. McNamara's office to discuss the following items: 

Attachment 

(1) A Capital Budget for Major Investments in Equipment 
.and Furniture- Messrs. Gabriel's and Hattori's 
memorandum, dated February 11, 1981 addressed to 
Mr. Qureshi (distributed February 18th) 

(2) The Reagan Administration's lolorld Bank Budget Decisions, 
regarding General Capital Increases - Mr. Colbert King's 
memorandum, dated February 19, 1981 addressed to 
Mr. HcNamara (attached). 

cc: Mr. Chenery 
/sl 



WORLD BANK I !NTniNATIONAL F!N/\NCE CORPORATION 

OFFICE MEMORAf'~DUM 
TO: Members of the Finance Committee DATE: March 4, 1981 

.£_///11-
FROM: Paul V. Applegarth, Chief, Financial Analysis, FPA 

SUBJ ECT: Agenda 

The Finance Committee will meet on Monday, March 9, 1980 at . 
10:30 a.m. in Mr. McNamara's office to discuss the following items: 

_/ (1) Energy Affiliate (redraft to be distributed). 

/ (2) A discussion paper for the IDA6's donors' meeting 
(redraft to be distributed). 

~ ~ (3) Valuation of IBRD Capital Subscriptions: Possible Courses 
of Action (distributed February 27). 

(4) Response to the Brandt Commission Proposal on the 
"Gearing Ratio" (distributed February . 27). 

(5) Memoranda from Messrs. Stern and Thahane on attendance 
at the Gabon Develooment Committee Heeting (distributed 
February 26). 

cc: Mr. Chenery 

PVApplegarth:sl 



WORLD BJ\NK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUfV1 
TO: Members of the Finance Committee 

· FROM: Joe Wood~irector, FPA 

DATE: March 17, 1981 

SUB,JECT: Agenda 

The Finance Connnittee vlill meet on Wednesday, Harch 18, 1980 at 
3:00 p.m. in Mr. McNamara's office to discuss the following items: -

~ (1) Energy Affiliate - Basis for Negotiation, redraft dated 
March 12, 1981. 

I (2) Valuation of IBRD Capital Subscriptions: 
of Action, redraft attached. 

Possible Courses 

(3) U.S. Congressional Budgetary Process and IDA6 Memos from 
Mr. Merriam, distributed Harch 12, 1981 and Mr. 1.Jood 
(attached). 

(4) Staff Retirement Plan - Financial Projection Memo from 
Mr. Gabriel, distributed March 12, 1981. 

Attach.m.ents 

PVApplegarth:sl 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee 

fvfA 
FROM: Joe Wood 

SUBJECT: Finance Committee Meeting 

DATE: April 7, 1981 

Attached please find additional material on the accounting ' 

treatment of the proposal Tropical Diseases Research grants, for discussion 

at this afternoon's Finance Committee meeting. 

Attachments 

PVApplegarth:sl 

• ' ; 

i 
1 

I 
I 



WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: . Mr. Moeen A. Qureshi, Senior Vice President, Finance 

FROM: K. Georg Gabriel, Vice President, PB~7 
SUBJECT: Grant for Tropical Diseases Research Program 

Accounting Treatment 

DATE: April 7, 1981 

1. The paper distributed to the Finance Committee for its 
meeting on April 7 recommends that the Bank make a grant of $2.48 
million to the TDR program for CY81. This would amount to 10% of the 
total expected contributions from all donors for the year. 

2. Controller's have consulted the Bank's external auditors 
about the accounting treatment of such a grant and they have advised 
that the procedure adopted in .the past for the CGIAR and 
Onchocerciasis program grants, namely, of simply recording them as a 
portion of the IDA transfer, would not be acceptable in this case (or 
for fut.ure CGIAR and similar grants). There seems no choice, 
therefore, but to record the TDR grant as an administrative expense. 

3. Assuming that the auditors stick to their stand, we can 
proceed in one of two ways. The first is to record the grant as an 
administrative expense of the IBRD that would reduce net income for 
the year in which the grant is made. This wouid be a simple and 
straightforward approach, and also the auditors' and Controller's 
Department's recommendation ; however, this option has implications 
for future initiatives of this kind by the Bank, which may get 
constrained by . concerns about the magnitude of reported IBRD net 
income. 

4. The other alternative is to channel the grant to IDA as part 
of the Bank transfer and have IDA record it as an expense. While the 
auditors may reluctantly acquiesce in this procedure, the accounting 
and administrative steps required would be complicated and cumbersome, 
and may expose the Bank to criticism that it is using an accounting 
device to understate the expenses of the Bank. The accounting steps 
that would be involved are described in the attachment. 
Administratively, funds would have to be transferred to IDA without 
designation as to use by the Bank Board, and the IDA Board would have 
to decide separately to make the grant to TDR. 

5. If the decision is to treat the grant as an IBRD 
administrative expense, the question arises of how the allocations 
would be fitted into the FY81 and FY82 administrative budgets. The 
Population, Health and Nutrition Department has informed us that the 
requirement for CY81 cannot be easily broken down into amounts for the 
first and second half of the year separately. TDR only makes new 
commitments against funds it has on hand, and funds from other donors 
have been delayed this year. Commitment au~hority is virtually 
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exhausted. In case the entire allocation of $2.48 million cannot . be 
committed immediately, their preference would be for providing at 
least half of the amount, i.e. $1.24 million, in the FY81 budget. 
This would have to be covered through a supplementary budget 
allocation, as an amount this large .could not be absorbed in the 
existing Bank budget for this year. The balance of the CY81 
requirement, together with the amount for the first half of CY82, 
would have to be included in the FY82 budget. The alternative would 
be to include all of the CY81 requirement in the FY82 budget. This 
would have the cost that TDR might not be able to resume unqualified 
commitments until July, but would avoid the need for a further IBRD 
budget supplement this fiscal year. 

6. If the decision is to have IDA record the grant as an 
expense, it would be difficult to finance it out of the FY81 transfer 
(i.e. the one approved last summer) because the Board of Governors 
explicitly provided that any sums not required for the CGIAR and 
Onchocerciasis programs would be used for lending purposes. 

7. My recommendation is to treat th~ TDR grant as an IBRD 
expense, and to include it in the FY82 budget. Do you agree? 

JMurli/PVApplegarth:es 



Procedure for Recording of TDR Grant as IDA Expense 
(see para. 4) 

Attachment 

Initially the TDR grant would be treated as a part of the 
Bank transfer to IDA and would be shown on IDA's books as a receivable 
from the Bank on the Asset side of the Statement of Condition and as a 
transfer from the Bank on the Liabilities, Subscriptions, 
Supplementary Resources, Transfers and Accumulated Net Loss side of 
the Statement of Condition. \ihen the grant is paid out by IDA, it 
would be removed from the Bank transfer amounts on the Statement of 
Condition and included as expenses for IDA for the period in which it 
is paid. 



.. . ----· --------- - -
Mr. Lafourcade 

WORLD -BANK I INTERNATIONAL FINANCE C.ORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee 

· FROM: Joe Woo~ . 
DATE: April 6, 1981 

SUBJECT: Agenda 

The Finance Committee will meet on Tuesday, April 7, 1981 ~t 
4:30 p.m. in Mr. McNamara's office to discuss the following items: 

/dsr 

(1) Contribution to Tropical Health Research. Mr. Evan's 
memo, distributed March 31, 1981. A brief note on the 
accounting aspects of this issue will be distributed 
tomorrow. 

(2) Variable Rate Borrowing Program. Mr. Rotberg's memo, 
distributed March 31, 1981. 

(3) Staff Retirement Plan - Financial Projection. Memo from 
Mr. Gabriel, distributed March 12, 1981. ·-



WORLD BANK I INTERNATIONAL FiNANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Members of the Finance Committee DATE: June 24, 1981 

FROM : 
.~~2). 

Joe Wood :J· 

SUBJECT: Minutes 

Attached please find Minutes of June 9, 1981 Finance Committee 

Meeting. 

Attachment 

/sl f 
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FINANCE COMMITTEE MEETING 

June 9, 1981 

MINUTES 

CONFIDE 

LASS F~ 

MAR 2 D 2013 
VBG .&~Cf:DVEs; 

Present: Messrs. McNamara, Qureshi, Stern, Gabriel, Golsong, 
Rotberg, Thahane, Wood, Applegarth, Lafourcade 

Lending Rate Review 

1. Mr. McNamara asked each member to state what he thought the 
lending rate should be. Mr. Qureshi said 11.25, Mr. Thahane 11.00, 
Mr. Rotberg 11.25, Mr. Applegarth 11.25, Mr. Stern 10.60, Mr. Golsong 
10.80, Mr. Gabriel 11.25, and Mr. Wood 11.00. Mr. McNamara decided 
that the rate should be 10.60%. 

2. Mr. Stern asked if the recommendation could be effective for 
loans circulated after June 30. Mr. McNamara agreed. 

3. Mr. Rotberg said he believed the Bank's long-term profit 
figures were suspect. Mr. Rotberg believed that the Bank's present 
forecast that short-term rates would be only slightly below long-term 
rates in a sharply deflationary environment with falling rates was 
unlikely. Mr. McNamara said he wanted the Bank to be managed with a 
high probability that profits would be at acceptable levels. Mr. 
McNamara asked Mr. Rotberg to identify assumptions he thought were 
reasonable so that projections could be made based on them. The Bank 
should then identify strategies for achieving an acceptable level of 
income under each alternative scenario. 

4·. Mr. Qureshi reopened the discussion of the lending rate to 
be set July 1st. He said he believed 10.60 was too low, and would 
raise questions in the Board and in the financial markets about 
financial management of the institution. He believed that the 
divergence from the adopted lending rate poli~y was too great, and 
while he could accept less than a 50 basis point spread, he thought 
the phasing should be faster. Mr. Wood supported this position. 

5. Mr. Stern said the uncertainties regarding interest 
rates were very high and that the financial costs of waiting until 
Septem~er 30 to make an adjustment were small. He did not believe 
raising the rate to 11.25% now and then reducing it on September 30 
would be desireable. Mr. Qureshi believed there was very little 
chance the rate would be below 11.25% on September 30. 

... .,.. .... 
' 
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6. Mr. McNamara said that, ideally, the Bank should not raise 
its lending rate by more than 50 basis points at a time. It should 
raise its rate weekly, if necessary, to avoid doing so. 

7. After further discussion, Mr. McNamara reconfirmed that the ' 
rate should be 10.60%. 

PVApplegarth:sl 
June 24, 1981 



WORLD OANK I INTERNATIONAL FINANCE CORPORATION -
OFFICE MEMORAN.DUM 

.:t··· ··· 

TO: Members of the Finance Committee DATE : June 23, 1981 

FROM : Joe Wood~~ ~· .::. ~-... 

SUBJECT: Minutes 

Attached please · find Minut~.s of June·· 18, 1?:.81 Finance Comm~ ttee 

Meeting. 

Attachment 

/sl 



CONFIDENTIAL 

FINANCE COMMITTEE MEETING 

June 18, 1981 

MINUTES 

Present: Messrs. McNamara, Qureshi, Stern, Golsong, Rotberg, 
Thahane, Wood, Applegarth, Lafourcade 

Maintenance of Value 

1. Mr. Qureshi reported briefly on the present situation 

ECLASS lED 
NAR 2 201 

WBG ARCHIVE~ 

regarding maintenance of value and the on-going efforts to reach an 
agreement. Mr. McNamara emphasized the urgency of reaching a decision 
quickly to ·avoid jeopardizing the GCI and the lending program. 

' . 

2. The Committee approved a paper to be circulated to the 
Board, which could serve as a statement of the sense of the Board on 
the interim procedures with respect to maintenance of value. 

3. Mr. McNamara decided that the technical note on the SDR as a 
unit of account should not be distributed. The note raised a number 
of issues which could C?mplicate the discussion, at,1d which migh·t 
create a delay. 

PVApplegarth:sl 
June 23, 1981 


	1771341 cover-sheet
	1771341-ocr



