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MEMORANDUM FOR THE RECORD 

Indonesia Population Project: Financing of Operating Costs, December 3, 1971 

Present: Messrs. McNamara, Knapp, Chenery, Adler, Baum, Hoffman, Williams, Chadenet, 
Kanagaratnam, Baldwin, Zaidan, Hawkins, Stevenson 

On the discussion of the Population SPP, the issue of financing of operat­
ing cost of an Indonesian population project was raised by Mr. Knapp~ 

The project currently under preparation has an estimated total cost of 
$30.8 million, of which $8 million is operating cost. It has been tentatively agreed 
that the Bank and the UN will each finance $1.2 million of operating cost. 

Mr. Baldwin said the reasons for this arrangement were to provide simple 
disbursement procedures and a melding of efforts. Mr. McNamara felt that this was 
not sufficient justificaiton for departing from usual policy. It was decided that 
preparation of the project would proceed as planned but, as a rule, the Bank should 
not finance operating costs and that departures from this or any other established 
policy should not be made without a Loan Committee Meeting. Since the definition 
of operating costs may pose a semantic problem, it was agreed that Messrs. Knapp 
and Chadenet would discuss this and take a closer look at the Operational Memorandum 
on the subject. 

Postscript: There was in fact a Loan Committee Meeting on the project, chaired 
by Mr. Cope while Mr. Knapp was away, but the financing of operating 
cost was not discussed. 

AL 
December 9, 1971 

eer1: 



MEMORANDUM FOR THE RECORD October 21, 1971 

Meeting on Expropriations of Foreign Investments 

Mr. McNamara met with Messrs. Broches and Demuth on October 18 to 
discuss Bank policy on lending to countries which have expropriated foreign in­
vestments. Sir Denis joined the meeting towards the end. Mr. McNamara said he was 
most anxious to ensure that the Bank had uniform policy and treatment with respect 
to its position on lending to member governments that had expropriated foreign 
investments. He also wished to ensure that this policy was consistent with those 
of the regional development banks, OECD, and the important bilateral aid agencies. 
He suggested that a particular Bank staff member be assigned to work full-time on 
these issues. In particular past written statements on this matter made by the above 
agencies should be examined in some detail, and also their future plans. Further­
more, a detailed analysis should be made of all expropriation cases which the Bank 
had dealt with during the last 10 years. 

Mr. Broches pointed out that the formulation of Bank policy on this matter 
was mostly of concern to the U.S. Government. All other member governments did 
not appear to take any direct interest unless they themselves were directly involved. 

It was agreed that Sir Denis would consider taking on responsibility for 
this assignment. He and Messrs. Broches and Demuth would further discuss what 
needed to be done and propose a plan of action. Sir Denis would draw upon relevant 
staff expertise from within Legal and Development Services Departments. 

LEC 
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MEMORANDUM FOR THE RECORD 

Messrs. McNamara, Knapp, Aldewereld, Chenery, Cope and Chadenet met 
with Mr. Willoughby on September 16 to hear Mr. Willoughby's report on progress 
in finalizing the two evaluation reports currently in process in his unit 
(Colombia's development performance and selected Bank-financed power projects). 
It was agreed that: 

(a) Mr. Willoughby would prepare a revised time schedule for the 
completion of these two reports and send copies of it to all 
present at the meeting (schedule expected to be ready by 
Octobe:r 7). 

(b) The final report should be read very carefully by the above to 
judge whether member governments could have access to the reports. 

(c) Thereafter Mr. McNamara would wish to receive advice from those 
present as to what work program Mr. Willoughby should undertake 
next. 

LEC 
September 23, 1971 
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MEMORANDUM FOR THE RECORD 

Meeting between Mr. Peter Koehn of The Industrial Commonweal, 
Mr. McNa~~ta~~d ' Mr. G~~d; ' 5.30 ' pm~J~ly 12; ' 1971 ' 

Mr. McNamara and I met with Mr. Koehn yesterday afternoon. He 
presented an elaborate scheme for setting up fertilizer plants in African 
countries. They are to be set up by the Industrial Commonweal, a corporation 
wh i ch he has organ i zed., Accord i ng to h i'm the plants have been des i gned by 
Japanese equipment manufacturers'. They wi 11 cost approximately '$85 mi 11 ion 
each. He wants them financed entirely by debt, or, if that is impossible, 
on a 90/10 debt/equity ratio. After 20 years they are to be turned over to 
local interests, by some unspecified means. 

The concept is that the capacity of each plant will far exceed the 
market of the country in which it is located. Surplus production is to be 
exported to nearby countries. The Commonweal Foundation have planned for 
each plant a "grid team" which will handle marketing, distribution and the 
like. As tim'e goes on the importing countries will set up mixing plants 
of thei.r own, instead of importing' complete fertilizers. ' 

A further part of the concept is an elaborate training plan to 
train nationals; of the host countries so that they can ulti 'mately take 
over the operation of these plants. In the first instance their operation 
is to be in the hands of expatriates. 

Mr. Koehn says that he has been working on this plan since 1965, that 
he has made two trips to Africa to discuss i't with Governmental authorities 
and that it has the strong backing of Japanese equipment manufacturers. He 
feels that detailed market studies are now necessary, and he asked for Bank 
or IFC assistance both for the financing of these studies and for the financing 
of the plants themselves. 

With respect to the market studies, we told him that this was not a 
matter on which he could expect help from the Bank Group. We suggested that 
the only public sources from which he might get funds for such studies would 
be a bilateral ai.d agency or an approp~iat~ U.N. Agency (UNDP, UNIDO or FAO). 
With res'pect to financing the ferti 1 izer plants themselves, we told him that 
neither the Bank nor IFC would be interested unless the projects were to be 
financed in a mo ne conventional way (on something like a 60/40 debt/equity ratio). 

We also expressed serious reservations as to the basic concept of 
setting up a plant in a single African country which will depend upon a number 
of other African countries for its market. Mr. McNamara described our problems 
with the fertilizer plant in Senegal, and explained to Mr. Koehn some of the 
political problems that are inherent in his basic concept. 

When he left, Mr. Koehn said that he would look elsewhere for the funds 
needed to finance his market studies. 

President has seen 



MEMORANDUM FOR THE RECORD April 2, 1971 

A confidential Board paper titled "Staff Compensation", R7l-65, was issued 
on April 1, 1971. During the afternoon of April 1, I hand-carried one copy each 
to the following: Mr. Jahanshahi (for Mr. Ali); Mr. Barco; Mr. Bihute; Mr. Hattori; 
Mr. Cranswick (for Mr. Knight); Mr. Boukar (for Mr. Kochman); Mr. Mey; Mr. Ceric 
(for Mr. Rinnooy Kan); Mr. Rota; Mr. Artopoeus (for Mr. Stedtfeld); Mr. Navaratnam 
(for' Mrs. Suparb); Mr. Rafik (for Mr. Tazi); Mr. Wolf (for Mr. van Campenhout); 
Temporary Alternate Mr. Beaumain (for Mr. Vienot); and Mr. Wieczo~owski.* 

On Friday morning April 2, I hand-carried one copy each to the following: 
Mr. Chen; Mr. Isbister; Mr. Lajous; Mr. Shroff (for Mr. Sen); and Mr. Tornqvist. 
Mr. Mitchell received a copy from Mr. McNamara personally at noon on April 2. 

In each case I informed the recipient that the information contained in 
the Board paper was of a highly confidential nature. However, in view of the broad 
changes proposed in the employment compensation package, Mr. McNamara would like 
the Executive Directors to have detailed knowledge of this matter. I also informed 
them that the information contained in the staff paper would not be made available 
to Bank staff, including the Bank's senior officers. 

In the afternoon of April 1 I also delivered the same Board paper, with 
deletions for average salary figures pertaining to Bank and Fund senior staff, to 
the following members of the President's Council: Messrs. Knapp, Shoaib, Aldewereld, 
Ripman, William Clark and Sir Denis Rickett. Through Mr. Shoaib Mr. Thorson, 
Director of Administration in the Fund, has received a copy. Mr. Southard will 
receive a copy from Mr. Shoaib on Monday when they meet. 

Upon their return to the Bank, Messrs. Broches, Demuth, Gaud and Chenery 
will receive their copies from me personally. 

L.E. Christoffersen 

* Subsequently, Mr. McNamara allowed Mr. Wieczorowski three additional copies 
of the Board paper, but without the data on average salaries for Bank and 
Fund Senior Staff. 



March 24, 1971 

MEMORANDUM FOR THE RECORD 

Mr. McNamara convened a meeting on March 24 at 9:15 with Messrs. Knapp, 
Aldewereld, Shoaib, Rickett and Demuth to discuss the report submitted by 
Mr. David Frenzel, management consultant, on the Bank's personnel problems. 
Mr. Knapp expressed the opinion that the paper somewhat exaggerated and dis­
torted real conditions in the Bank. He agreed, however, that it was still 
true that major problems existed in the Bank's personnel administration. 
He saw no other way out ot the difficulty than to replace JMr. Ripman. All 
the others present agreed with this conclusion. 

Mr. Demuth added that he had found Mr. Clarke very effective to work 
widn in the Compensation Committee. He had a sharp mind and received great 
loyalty from his own staff. However, he had two weaknesses: firstly, he 
lacked the ability to transmit personal warmth 'to staff elsewhere in the 
Bank; and secondly, he did not seem to have the ability to delegate his work. 
It was therefore agreed that Mr. Clarke should not be considered for the 
position of Director of Administration. Nor would it be appropriate to 
promote Mr. Twining to that job. 

Mr. McNamara said that it was important to obtain someone with a high 
degree of professionalism for the job. Possibly, he would seek an outsider 
to fill it. Mr. Demuth suggested Mr. Chadenet or Mr. Mendels. Among those 
two, the meeting concluded that Mr. Chadenet was a definite possibility. Mr. 
McNamara asked those present to treat this matter in utmost confidence and 
not to mention it to anybody. If any of them had further suggestions as to 
who might be qualified to fill the position, they should communicate with 
him orally. 

LEC 
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