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TO: 

FROM : 

SUBJECT: 

INTERN ATIONAL DEVELO PMENT I INTERNATI ONAL BANK FOR 
ASSOC IA TI ON RECONSTRUCTI ON AND DEVELOPMENT 

INTERNATIONAL F INANC E 
CORPORAT ION 

OFFICE MEMORANDU/v\ 
Mr. Robert S. McNamara 

Hollis B. Chenery - ; , 

Notes on Bank Organization 

DATE: December 17, 1971 

As requested, here are some preliminary thoughts on 
t he reorganization of the Bank which I have discussed 
briefly with Shoaib. Some of the implications for policy 
formulation are spelled out in a companion .piece on 
Preparation and Review of Policy Papers.* 

Diagnosis 

The need to reorganize the basic structure of the 
Bank arises not only from the continuing growth in the 
number of countries, sectors and projects for which we 
lend but also from our desire to transform the Bank into 
a development institution. The growth in the number of 
operations causes congestion at the top because the paral
lel lines of area and project responsibility and organiza
tion only come together there. The expansion of our 
interests to cover more aspects of the development process 
requires a substantial amount of management attention and 
creates a demand for larger and more diversified staff 
capabilities. Both these developments point to the need 
to delegate operating authority to lower levels to enable 
the President and the Executive Vice President to function 
more effectively. 

The philosophy of a development institution has only 
taken hold to a limited extent in the area and projects 
departments. While some people may speculate on what the 
Bank Group would do if its objective were to maximize 
development of a given country with given Bank resources, 
the Area department does not have the command over staff 
resources and decision making to proceed on this basis. 
This is apparent in most of the CPP's, in which there is 
typically not much connection betwe~n the strategy state
ment in Part I and the Bank p r ogram in Part III. At the 
operating levels, it is easier to put together a "safe" 

*A draf t is available, but I will incorporate comments 
I have received before sending it to you. 
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program that can be negotiated within the Bank bureaucracy. 

Another organizational obstacle to maximizing the 
effectiveness of Bank lending is the absence of field 
missions. More basic analysis of development and innovative 
prograrruning require fairly continuous contact with the 
country authorities, particularly in areas such as rural 
development where the government itself is poorly organized. 
As a Washington based organization, we are handicapped in 
entering some of the most important fields of development. 

Elements of a Solution 

Although there are many ways to reorganize the Bank, 
there are, to my mind, two key elements in any solution 
to these problems. 

(1) To delegate operating responsibility to three or 
four vice presidents on an area basis. This would imply 
regrouping the seven Area departments 1nto regions for say, 
Western Hemisphere, Europe-Africa , and Asia. Most of the 
personnel of the larger projects departments -- Transportation, 
Public Utilities, Agriculture, Education -- would be assigned 
to the regions. 

(2) To establish strong Bank missions in major 
countries, headed by a man of Department Director status 
and reporting to the regional Vice President. This would 
resolve the present problems of having a sufficiently senior 
bank official as mission director and having both area and 
project personnel responsible to him. 

These basic changes would bring a number of advantages: 
(a) for each region, they would centralize responsibility 
for the preparation and execution of country programs and 
projects; (b) project personnel would be more effective 
because they would become familiar with the countries to 
which they are assigned; (c) policy review by top management 
could focus on broader issues and less on the scheduling of 
individual projects; (d) the Bank's analysis of economic 
and social development would be more effective from a base 
in the principal countries; (e) a rotation of the Bank's 
staff between Washington and field assignments would produce 
better qualified people in both technical and managerial 
capacities (Rotation at the level of Directors and Deputy 
Directors is badly needed and is hard to achieve with our 
present structure.); (f) decentralization would give more 
responsibility to middle management and improve morale. 
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There are also costs to be considered. 

(1) Policy guidance would have to be more formalized 
to maintain effective management control. (I think this is 
needed in any case, as indicated in my other memorandum). 

(2) Some would argue that the project departments 
would suffer. This need not be the case if they are organized 
on the model of the Central Economic Staff, ·in which the 
more specialized functions are provided by a central divi
sion, but more than half of the Bank's economists are 
located in the operating departments. Functional supervision 
can be exercised by the senior technician in each field 
without having to review each project in detail. 

cc: · Mr. M. Shoaib .. . 



-



Messrs. J.P. Hayes/ 
P.D. Henderson 

Hollis B. C1enery 

Matters of Interest at the President's Council, 
Monday, December 13 

December 14, 1971 

The followi ng items involve action by th Centra l 
Economic Staff : 

1. Proposal for a Study of Private Foreign I_nvestment 

Mc arnara repeated a request that he has made before that 
tne Banks oul d be bett er informed about the role of foreign 
private investment in deve l opment. He has in mind two ~ur oses: 
(1 ) to be able to assess the iM _ortance of private investment in 
t · e transferring of capital to LDC ' s, and (2 ) to decide whe t her 
tne Bank should do anything in this area that it i not now doing . 
After some discussion, I proposed that someone in the CES hould 
prepare a background paper that would summarize the main mater i al 
available on (1 ) and suggest any additional work nee ed y Bank 
staff. This summary woul be discussed by Gaud's coordinating 
group on industrial policy. (Ao part of the study, the main data 
on flows of private investment to particular countrie should be 
assembled for HcNamara's benefit. This may be already in hand in 
t e International Finance Division. ) 

I woul like to discuss with you where this assignment 
snou d be un ertaken. 

2. Te Effects of Possible Mineral Scarcity on LDC Expor ts 

McNamara raised the question of wheth .r the Bank shoul d 
study the l ong-term prospects for key mineral markets and the 
foreseeable benefits to LDC's of improved terms of trade . He 
has in mind particularly the dramatic im rovement in the revenues 
of the oil exporting countries resulting from their getting t o ether 
to raise prices. He would be interested t o kno of any other s uch 
possibilities and the countries likely to be affected. I poi nted 
out that we made price forecasts for the major commoditie and did 
not anticipate shortages in any major minerals for the rest o f this 
decade. However there may be some cases like oil e.g. c opper , 
bauxite, iron ore - where supply is sufficiently concentrated to 
make a cartel feas i b l e . Apparently, t. ere are some studies pre
pared for the UN (Haurice Strong ) and by esources for the Future. 

On t i1is topic, I wish Henderson v ould have someone ake 
a quick survey of available 1aterial and give me a note as to 
whether (a ) a study is worth doing or (b} there is a summary of 
be present prospects that can be made available to 1clamara . 
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3. PuLlication 

There was a di~cussion of t ~e ~ucc~~s of the sector 
working pa er i· their p · li sheJ forn and the d c ·_ bi 1 · ty 
of p ing ahea ;,1it·1 publication of country economic report!'-3. 
irer ~as no dissent en t e latter point . Kna : p said that he 
t i ougl t it ·ms agreed by t c J.rea Depertments that the ba · c 
reports should be published; ·t wa~ mainlr a 1uest:on f settin 
up a pro:rram and n otiating with each country afte the report 
w~ vailable . I said that ~e divi · on of responni ility fo r 
p , ications bctw · cn Clark, Demut'1 and Chencry ·:as unclear, a 
Jroposition to w.ich all · gn.?ed. Cla k is no, asked to convene 
the b1ree of us to clarify our re<"lpective respon-ibili tics . 
• t o r next Directors' .eeting, I wo l d like to have som di::;-

ussion with you s to the form t.at n improved g neral publi
cation syst M might take . EPD ,.,hould give further thought to 
t · e next steps toward publ ication of country re. orts an h1entify 
t : e likely candidat~s . 

cc. .,tessrs . S t ·Venson, Haq, erdau & Kine; . 
';lr. Lj ngh ( for information ) 
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I 

OFFICE . MEMORANDUM 
TO: Mr. Robert S. McNamara 

FROM: B. Chadenet f~~ 

December 3, 1971 

SUBJECT: Operations Evaluation Study of Highway Projects 

. ' 

You asked me to connnent on Mr. Willoughb 's proposal to you 
(memorandum of November 30, 1971) that his unit ndertake an evaluation 
of the results of two Bank-financed highways injeach of four countries 
(Ethiopia, Mexico, Thailand and Yugoslavia). I attach a memorandum 
from Mr. Thalwitz connnenting on the proposal; i brief, we think the 
sample of highways is very .small and therefore rhat only relatively 
modest results could be expected from it. Whilt we have no objection 
to Mr. Willoughby' s carrying out the proposed s,tudy, we feel that· 
before his unit embarks on such additional wor~ it would be advisable: 

I a) to ve an agreed division of labor betwee the Operations Eval-

1 
- t omics De artm nt dividing the pos't-

evaluation work between them on a rational bass; and b) following 
from (a), a work program for Mr. Willoughby's .nit over the next 
several years, so that the priority of .the hig\way study can be con-
sidered in the light of alternative proposals,\ 

WCBaum:rma · . ~ ~ ,~ 

Attachment /\,1-7::;;::_ ~ ~ 
cc: Mr. Chenery 

Mr. Adler 
Mr. Knox 
Mr. Willoughby 

,· 
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Mr. C ,· Willoughby .. 

W, P. Thalwitz 

Operations Evaluation Study of Highway Projects ·· 

, ) 

1,j; l • 
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., 
.; November 22., 1971 

1. We agree with the prop,osal to subject past highway projects to 
critical post-evaluation. Hqwever, while we must accept your word that 
the evaluation of power projects led . to the identification of problems 
common to Bank operations in that field the objectives of a similar 
exercise on highway projiects must be more modest. Eight roads in four 
countries are an extremely small sample of the many and varied highway 
operations the Bank has financed. We feel that coverage is too small 
to derive from it resul~s that can be generalized. The question then 
is \whether it is worth spending $150,000 on a study from which we 
expect the following, more modest results: , (i) a better understanding · 
of the economic effect of highway construction in four particular 
countries; (ii) the beginnings of a comparative analysis of highway 
projects in different countries. We would like to have your judgment 
on the merits of the studies, ~ealizing that there is a great risk of 
their not achieving the generally applicable results of the power 

· studies. 

2. Provided you can convince yourself and us that the necessarily 
limited results of the study warrant its costs, we have some comments 
on the selection of countries and roads. If it is ·the objective of the ' 
study to single out the economic impact and institutional improvements 
attributable to a particular roa~ investment, care must be taken to 
eliminate in the analysis the overlay effect of subsequent investments, 
changes in maintenance procedures, administrative changes and other 
factors not attributable to the investment to be evaluated. We realize 
that you must select roads that have been ·in use long enough for benefits 
to materialize, but the effects of a project that .was started 15 years 
ago (166-ET) will be very difficult to disentangle from the overlay 
effect of subsequent events. . 1! . 

3. On the methodolbgy, we wonde·r what is meant by the frequent 
reference to "conventional reappraisal. 11 Was it not one .of the lessons 
of the Colombia exercise that we are s .till grasping for improvements in 
the methodology of post-evaluation? One difficulty is the one Mr. Baum 

··• mentioned -- the tendency to slip into a "before/ after" analysis rather 
than a "with/without" .one. Even the ex-post "with" case cannot be firmly 
established on the basis of actual cost data in an uninterrupted time 
series; at best, we have data for two or three points in time and must 
interpolate. The "without" case is really as conjectural as it was at 
the original appraisal; ·the fact that time has passed has not helped us 
in learning what would have happened without the project, . In the absence 

·of a simulation technique, do you have any way of reassessi~g the 

· "without"· case?, ·. •· ... •./; \,. // \ \\·, ·. :' ·::. · .'.: · · 
'• , . I,) ,,,:.t. 'i'',, '.,:i·:· 

I, ,'.,. 
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4. The distribution of benefits from cost reduction is crucial for 
the generation of a more general development effect. · It will, therefore, 
be necessary to analyze the scope and tariff changes for different types 
of users (for both passenger and goods traffic) and to .trace the factors 
influencing them (level of competition, elasticities of demand and supply 
for transport services and production generating transport requirements, 
government regulations and price fixing). 

5. In this context we would also like to learn more about the 
distribution of benefits between domestic and foreign users. This is 
particularly acute in West Africa where a large part of benefits accrues 
to foreign enter.prises, lenders, and shippers. Depending on the incidence 
of benefits, there can be very substantial differences between the "global" 
and "national" returns on the investment. 

6. For your iµformation, I am attaching copies of the comments from 
the HigHway Divisions and the . Engineering Adviser on which I have heavily 
drawn in preparing this note. ·,: I will be pleased to discuss it further 
with you and Mr~ Israel after ;returning to office on December. ~· 

I 
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• INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION ANO DEVELOPMENT . CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Roberts. McNamara 

FROM: Hollis B. Chenery i ,' 1, .. 

DATE: November 2, 1971 

SUBJECT: Follow-up to the 1971 Address to the Governors 

1. The attached memorandum by Messrs. Hayes and Henderson 
describes the work being undertaken in the Central Economic 
Staff on the main topics discussed in your 1971 Address. 

2. On some of these we are reaching the stage where the 
management can consider implications for Bank · actions and 
policies, and hence for our internal organization. On 
others, the pay-off is inevitably further in the future; 
the present stage is largely concerned with accumulation of 
basic data or efforts to understand the economic and social 
processes involved, often in areas where it is still the 
case that little is known. In the first category, I would 
include the paperson employment, nutrition and commodity 
lending. In the second or longer-term category is included 
much of the work on income distribution, population and rural 
development. 

3. The memorandum deals specifically with the main subject
matter of your Address, but it does not cover related aspects 
of the work program of the. Central Economic Staff, such as 
fiscal policy, performance criteria, creditworthiness, and 
sector policies. 

Attachment 

/-
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TO: 

FROM: 

SUBJECT: 

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

OFFICE MEMORANDUM 
Mr. Holli~J ~· Chenery 

'/ 'l! ' !,), 
J.P. Hay~i 1 d P.D. Henderson 

DATE: October 27, 1971 

Follow-Up to Mr. McNamara's Address 

1. You asked us to send you a memorandum on the action that is 
planned, in particular by the central economic staff, in connection 
with the principal themes of Mr. McNamara's 1971 Address to the 
Governors. 

2. The main form of follow-up action will be through the agency 
of the Bank's economic reporting systems. The combination of a new 
and improved system of country economic reporting, the recently
established sector program reviews, and the expanded program of 
sector missions that is planned, should over a period of time lead 
to a considerable improvement in the Bank's knowledge of our member 
countries. The economic staff will play a part in this, through 
contributions to methodology and comparative analysis, by partici
pating in review of work done elsewhere in the Bank, and through 
staff participation in country and sector missions. 

3. Apart from this, there are a number of actions that we shall be 
taking, or which we are now considering, in relation to the seven 
topics which you asked us to comment on. We will deal briefly with 
each of these in turn. 

4. Population. Besides mission support activities, our people are 
as you know responsible for the basic work in the Bank on demographic 
data. The scope of this work is being extended. A computer program 
has been developed, and is now in use, which utilizes demographic data 
for preparing population projections under alternative assumptions 
about fertility, mortality and migration rates'. Studies have recently 
been put in hand on (i) the costs of national family planning programs 
in relation to other forms of social expenditure and (ii) labor migra
tion in West Africa. It is hoped soon to embark on a study of the 
economic factors affecting fertility, which would be carried out in 
conjunction with the South Asia Department. 

5. Employment. In our view, the next major stage in determining and 
clarifying Bank policies in relation to employment problems, which 
should involve a thorough review of associated work programs, is the 
preparation of the paper on this subject for submission to the Board. 
At present this paper is scheduled for May 1972, and described as a 
"Review of Unemployment". We would prefer a somewhat broader title, 
such as "Employment Considerations in Bank Group Lending". We think 
that it is by no means too early to assign responsibilities in con
nection with the preparation of the draft, in which all operational 
departments as well as the central economic staff are necessarily 
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concerned. In the meantime, we are initiating two complementary studies 
within the economic staff on the interrelation between employment prob
lems and (i) Bank lending for projects and (ii) development policies at 
the macro level. In more specific areas, the first results are now · 
becoming available of the major study that has been proceeding on the . 

- substitution of labor for capital in highway construction; and the 
study of the employment effects of tractor mechanization in the Punjab 
and Gujarat is well underway. Similarly, first results are now becoming 
available from a number of studies in the Development Research Center 
and the Economics Department concerning the extent of and trends in the 
unemployment problem in developing countries, the substitutability 
between capital and labor (particularly in agriculture) and some of the 
policy instruments and trade-offs involved in a higher employment 
development strategy. 

6. Income Distribution. The work on employment just described above, 
as also that on rural development which is referred to below, are closely 
related to the problem of income distribution. The central economic 
staff is also however focussing its research effort on this topic more 
directly. A methodology has been developed and applied to a number of 
developing countries for measuring and comparing the income distribution 
in the agricultural sector. This work was initiated in the Population 
and Human Resources Division, which is also preparing a study on income, 
labor participation rates and education. A major study is now under 
consideration, to be carried out in the D.R.C. under the general direc
tion of Mrs. Irma Adelman, of the impact upon income distribution of a 
number of policy instruments both in the medium and long-run. 

7 . More broadly, the Bank's concern with income distribution can be 
expressed in its policy advice to governments on such issues as factor 
pricing, the pricing of foreign exchange, fiscal policies, education 
programs and so on. Much of the work of the central economic staff 
relates to these topics, and hence has a bearing on income distribution. 
We have not however done much work on some of the more controversial 
and politically sensitive aspects of the distribution problems, such 
as the distribution of landholdings, regional development priorities, 
and policies for redistributing wealth. It may be that more attention 
should be directed to these. 

8. Nutrition. Arrangements have been made with Messrs. Sol Chafkin 
and Alan Berg to prepare a study reviewing: (a) the views of experts 
on the nature and priorities of nutrition intervention programs; (b) 
current and projected activities of selected national governments and 
international organizations in the nutrition field; and (c) the areas 
in which the Bank can play a useful role. We are providing the full
time assistance of a staff member on this study. A draft report should 
be available for discussions in the Bank by the end of the calendar 
year. In the meantime, we are assembling a list of candidates from 
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which to select a person to the staff who will initiate and coordinate 
the Bank's work on nutrition. Three of the recent appointees to the 
central economic staff have worked in this field. 

9. Agriculture and Rural Development. The newly created Agricul ture 
and Rural Development Division is organizing most of its work around 
the central concern for improving the productivity and incomes of 
operators of small farms and landless laborers. A study proposal is 
presently being formulated to analyze peasant agriculture in a few 
East African countries with a view to evolving concrete reconunendations 
for involving a large proportion of rural population i~ the development 
process. Other specific follow-up actions consist of our people par
ticipating in missions to Yugoslavia and Mauritius to review the role 
of small farmer participation and employment implications in the agri
cultural development programs of these countries. For the longer r un, 
a comprehensive research program concerned with examination of the 
applicability of intermediate technology and income distribution and 
employment impact of agricultural projects and sector policies is 
currently under preparation and review, in consultation with opera
tional departments. In three specific ~reas related to broad prob
lems of rural development, we have just begun a study of rural 
electrification problems; work is continuing on the subject of 
feeder roads; and we expect to be involved in a study of rural 
water supply which is now under consideration by the Public 

~ Utilities Projects Department. 

10. One possible action that we think worth considering is that the 
Sector Program Paper on agriculture that is prepared next year should 
concentrate on the problem of rural development. Alternatively, a 
policy paper on this topic could in due course be prepared for sub
mission to management and the Board. 

11. Exports. Your memorandum to us made specific reference to 
primary products and industrial exports. On each of these, we are 
setting up an arrangement by which forecasts are made and regularly 
up-dated by the Economics Department of the aggregate exports of 
the developing countries, broken down appropriately in each case. 
These in turn will be used by the Economic Program Department in 
its projections of aggregate trade flows, and more generally of 
world payments including capital flows. Apart from developing the 
work on projections, which itself is a major task, studies have 
been completed or are well advanced on different aspects of the 
problem of manufactured exports from the developing world. A 
proposal which we are considering seriously, and intend to raise 
with the other departments concerned, is for a paper for submission 
to management and to the Board on Bank policies in relation to 
commodity lending. 
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12. Aid Flows. Work on the current study of Capital Flows and the 
Role of the World Bank is now nearing completion. The central economic 
staff is discussing with Area Departments the redesign of CPP Attach
ment 4, and a procedure for making the necessary projections, so that 
comprehensive information on prospective reserve gaps, capital require
ments and debt servicing situations of developing countries may in 
future be generated as a regular by-product of the CPPs. The joint 
OECD/IBRD reporting system on external lending is beginning to generate 
much additional material on capital flows, and with further work it 
should be possible to make detailed forecasts of disbursements in the 
immediate future, on the basis of information on commitment s . In 
preparation for a further Board paper on IDA lending policies, we are 
updating analyses of the geographical distribution of ODA. Over the 
next few months, P & Band/or CES should put considerable effort into 
the question of non-traditional ways of raising IDA money or other 
soft assistance - e.g. the link with SDRs, interest subsidy funds a la 
Horowitz. 



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

OFFICE MEMORANDUM 
TO: Mr. Roberts. McNamara 

FROM: Hollis B. Chenery 

DATE: October 21, 19 71 

SUBJECT: Background Material for your Statement to the Board on Islam 
and Stern on October 26. 

Attached are: 

1. Statement covering the background of Professor 
Islam and Dr. Stern. 

2. A summary of steps taken to develop the Bank 
Research Program over the past year. 

3. The briefing paper prepared in May in connection 
with the budget for research, which summarizes 
the expanded Bank Program. 

If you need any additional information in my absence, 
I suggest you call Ben King, who has been a leading member of 
the Bank Research Committee since it was established. 

cc: Mr. R.A. Clarke 

Attachments 
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Attachment 2 

SUPPLEMENTARY INFORMATION ON BANK RESEARCH ACTIVITIES 

1. Establishment of a Bank-wide Research Program. Last 
spring Mr. Chenery was asked to undertake responsibility for 
developing a research program for the Bank as a whole that is 
responsive to the needs of the several departments as well as 
the developing countries. A committee representing all 
interested departments of the Bank was set up to advise him. 

In submitting the FY72 budget to the Board, I noted an 
incre·a s e in the budget for outside consul tan ts. for research to 
$1.3 million in the curre~t fiscal year. By expanding 
outside research under Bank supervision, we have been able to 
substantially increase our work on important areas such as 
employment, rural development, income distribution, education 
and other topics in which such collaboration is highly desirable. 
The Bank Research Committee has reviewed the requests for use 
of these funds, and we expect that they will be fully committed 
by December of this year. 

2. New Actions in Suppo'rt of Research. I now propose to 
take two further actions to strengthen the Bank's research 
effort. First, to expand . the Development Research Center and 
to give it the status of a department. To carry this out, 
several functions and associated personnel have been transferred 
from the Economics Department to the Center, which now has a 
staff of 22 professionals. Second, I propose to appoint a 
senior adviser to Mr. Chenery who will be responsible for the 
coordination of research throughout the Bank. 

3. Reasons for Selection of Islam (to be used if necessary). 
Before selecting Professor Nurul Islam for the position of 
Director of the new Research Center, we considered a large number 
of candidates including Mr. Louis M. Goreux, who has been the 
head of the research unit while it has had the status of a 
division. I have selected Professor Islam on the basis of his 
broader research experience and because of the importance that I 
attach to the strengthening of research institutions in developing 
countries. Islam's experience in heading such an institution for 
nearly 10 years will be invaluable to us in this r espect. 

Mr. Goreux has done an excellent job in building up the 
present research group, which .will be. recognized in his promotion 
to be Deputy Director of the expanded center. 

4. Ernest Stern (additional information). Mr. Stern wa s 
born in Germany. He served as both Deputy to the Executive 
Secretary and as Staff Director of the Bank-supported Commission 
on International Development. 
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OFFICE MEMORANDU!y,\/ OCT 21 Rrc'IJ ,,.,, 

Mr. Robert S. McNamara !:)ATE: October 20, 1971 

'~~)~~ Hollis B. Chenery ~ 
Ex-Post Project Evaluation Work in the Bank A~~Jz: 'f 

y , ) ~.) 
1. In connection with a recent report which went ¥ 0 the Board, ~~ :~~ _J .~ 

consisting of an economic evaluation of some of our agricultural #"(......_.__....--.---....., 
projects on Mexico, you raised with me two questions, namely ~ ~ 

(i) "Is it desirable for the Economic Staff to continue -;:::z J 
project evaluation studies (note work of Willoughby's / ~ 
Division)?" ~ 

(ii) "Before such studies are sent to the Board should not b/-
Burke, Siem, you and I review them?" ;;r::._...;,;::;.;;..;:;;.;;...;..:~ 

~ 2. Mr. Henderson has sent me a note on this, a copy of which is 
enclosed. I agree with him - and so does Mr. Chadenet, with whom I 
have discussed the matter - on the three main points he makes. These 
are: 

(i) The central economic staff should continue to under
take wor in t is- area. 

(ii) The responsibility for ex-post evaluations should not 
be confi ned to any one part of the Bank. 

(iii) ~ It would be useful to consider the question of how 
the responsibility for this work should be assigned 
within the Bank when the future of the Operational 
Evaluation Unit comes up for consideration. 

3. I also agree with Mr. Henderson's remarks on the subject of 
clearance, but would like to know the views of others on this point. 

cc: Messrs. Knapp 
Aldewereld 
Chadenet 

PDH/vhw 

~ .,_ 

-----
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CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Hollis B. Chenery 

FROM: P. D. Henderson ? ~-. J 
DATE: October 18, 1971 

SUBJECT: Project Evaluation Studies in the Bank 

1. In connection with the recent distribution of the EC-180 report, 
An Economic Evaluation of Irrigation Rehabilitation Projects in Mexico, 
Mr. McNamara has asked you 

(1) "Is it desirable for the Economic Staff tq continue 
project evaluation studies (note work of Willoughby's 
Division)?" 

(2) "Before such studies are sent to the Board should not 
Burke, Siem, you and I review them?" 

This note deals with both issues, the first of which in particular is 
a very important one for us. 

2. As you know, .the main single function of the Economics Department 
consists in providing services and advice, and in undertaking studies 
and research in relation to the sector and project work of the Bank. 
In the case of some divisions this is pretty well their exclusive 
function. I do not see how this role could be properly performed if 
a crucial area of project work, namely that of ex-post evaluation of 
projects or more broadly, the attempt to learn from experience and to~ 
determine how best we can do this, was declared ultra vires for the / 
Department. Nor do I see how the Economic Adviser to the President ' 
could adequately carry out what I take to be his task. if his staff 
were precluded from dealing with a matter which is so central to the 
functions of the Bank. 

3. The main issue however goes well beyond the question of the proper 
scope of our department, and concerns how best the work of ex post 
evaluations can be carried out in the Bank. This might indeed be worth 
further consideration, and the completion of the first phase of the work 
of the Operational Evaluation Unit might be a suitable occasion for 
reviewing it. 

4. Whatever precise forms of organization one may argue for, it has 
to be realized that many parts of the Bank are rightly and necessarily 
involved in the process of evaluation, in varying degrees and for 
different reasons. It would not make sense to try to assign to any 
single unit or department the exclusive responsibility for this work. 

5. Concerning the second issue which Mr. McNamara has raised, namely 
the procedure for clearing studies which are sent to the Board, it seems 
to me to raise two distinct questions, namely 
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(i) what studies should be sent to the Board? and 

(ii) what ciearance or review procedures should there 
be for studies of a particular kind? 

6. On the first point, I will deal only with studies in the series 
of blue-cover "EC" reports, of which the EC-180 report is the most 
recent instance. On this, my own inclination could be to bring this 
series to an end, sin.ce I am not clear that it serves any special pur
pose. The normal form in which central economic staff studies are 
issued is that of a working paper, and this would I think have been 
entirely suitable for this particular study. In the ~ases where 
wider circulation may seem desirable, and the study in question is 
too long for a journal article and ought to be published in full, 
the Occasional Papers appear to be a suitable medium. 

7. Staff working papers are not sent to the Board, nor should they 
be sent as a matter of course. They are however available to anyone 
on request, and they are sometimes submitted for publication. Hence 
despite the fact that they are not sent to the Board there is a need 
for some kind of clearance procedure. In the case of the Economics 
Department, all suctt·studies are reviewed by the Senior Adviser (now 
that Mr. Haq has joined us), and a draft is normally seen also by 
either Mr. Stevenson or myself, or both. When any question of publi
cation arises, they are also cleared by Mr. Lind. In every case where 
a study involves the interest or expertise of another department of 
the Bank, drafts are submitted for comment. However the experience 
with EC-180 clearly indicates the need to ensure that our internal 
review processes are both thorough and adequately recorded, and I 
have drawn the attention of our division chiefs to this. 

8. In the case of papers which are sent to the Board, it may be a 
·oseful precaution for a top-level management review to be held, in 
the form which Mr. McNamara's note suggests. If this were done in 
every case, however, it might impose an unreasonable burden on manage
ment: and some of the papers that we send - e.g., special commodity 
studies - should not normally raise problems. Provided that the 
review mechanism further down the line is clearly understood and is 
working properly - and there may still be room for improvement here 
- it should not be necessary to involve the top management in the 
review of every study. 

9. Since they are concerned in one or more of the matters that are 
dealt with above, and hence may wish to comment, I am sending copies 
of this memorandum to Messrs. Adler, Baum, Lind and Williams. 

cc: Messrs. Adler, Baum, Hayes, Lind, Williams 

cc.and cleared with: Mr. Stevenson, Mr. Haq 
Economics Department Division Chiefs 
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TO: 

FROM : 

SUBJECT: 

,.Fj 9 ~ M,., · 
INTE RNA TION AL DEVEL OPMENT I I NTERNATIONAL BANK FOR I INTERNAT I ONAL F I NANCE 

ASS OC IATI ON RECONSTRUCT ION AND DEVELOPMENT ;r.;;;? 10:t., t.,r-( ~ 

OFFICE MEMORANDUM ~ ~ 7 
Mr. Robert S. McNamara DATE: October 6, 1971 

Hollis B. Chenery \»-t-- ;;:'Z:: %;, -~ 
Financial and Economic Rates of Return on DFC Projects 1.,, Iv-- ~ 

Following is a sununary answer to your memorandum~,Z....~~ 
August 5. Further detail is given in Mrs. Hughes' attachment. ~, 

1. Appraisal reports for DFC projects do not at present ~ V 
express an anticipated overall economic or financial rate 
of return for each loan. They do express actual average 
financial returns for the past five years and projected 
financial returns for another five years for each development 
finance company. Such financial rates are, however, not 
meaningful as comparative performance indicators because of 
the serious distortion of interest rates both on the 
borrowing and lending sides. Thus although it would be 
possible to calculate an average rate of financial return on 
DFC projects, it would not be particularly useful. 

2. Economic rates of return for each DFC could be calculated 
on the basis of a weighted average of past lending by the 
company. Such calculations would: 

(a) Permit better judgement as to the developmental 
quality and effectiveness of a particular DFC loan; 

(b) Enable DFC projects to be compared to other 
lending alternatives in the recipient country. 

3. The DFC Department has pegun work on these lines, but the 
problems of persuading som~ individual development finance 
companies to adopt valid methods of project evaluation are 
formidable. In the meantime partial indicators such as 
levels of effective protection and capital/labor ratios are 
being developed to guide judgements as to the developmental 
impact of DFC projects in relation to other Bank Group loans 
and alternatives in the recipient country. 

Attachments: 

1. Memorandum Mr. McNamara to Mr. Chenery of August 5. 

2. Memorandum Mrs. Hughes to Mr. Chenery of September 22. 

cc : Mr. Knapp 
Mr. Aldewereld 
Mr. Diamond 
Mr. Henderson 



.. 
• • • • I 

INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

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

OFFICE OF T H E PRESI DE N T August 5, 1971 

AUG 
I:;;__; <t-c;; (·"",, 

MEMORANDUM FOR MR. CHENERY 

At present our appraisal r~ports for DFC projects 
do not express an overall economic and/or financial rate 
of return for each project similar to what is done in 
most other fields of Bank/IDA lending. Perhaps your 
staff can look into this practice and advise whether 
such rates of return calculations are meaningful for 
DFC projects~ In case you conclude that they are, 
which rate of return calculation would then best repre
sent our judgment as to the developmental quality and 
effectiveness of the DFC project? Can it tell us some
thing about the merit of the project relative to other 
Bank/IDA lending alternatives in the recipient country? 

~~cNamara 

1{."~- I~ !'1r, 11~~~ 
l LL ~~ 1~ 

CL-(1 \//' 
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Chenery (through Mr .Henderson/ DATE: Mr. Hollis B. 

Helen Hughes 
Mr. Stevyt;m ) 

September 22, 
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1971 

SU B J ECT: Financial and Economic Rates of Return on DFC Pr ojects (Mr . McNamar a 1 s~·-
memorandum of August S, 1971). ~ 

1. Appraisal reports for DFC Department projects do not, indeed , 
express an overall economic or financial rate of return f or each project; 
t hey do, however, include a financial analysis of the past and expect6d 
f uture performance of the development finan ce company to which the loan 
is being made . This memorandum sets out : 

(a ) the reasons why appraisal reports of the DFC Department do 
not express overall economic or financial rates of return for each l oan , 

(b) the particular limitations of financial indicators in 
assessing the economic impact of development finance l oans , or as a 
bas i s of comparing the performance of development f i nance companies , 

(c ) the practice of appr aisal fol lm-Jed by the DFC Department, 

(d ) progress and possibilities i n the economi c evaluation of 
DFC Department loans. 

A. Problems of evaluati ng loans to development finance companies 

2. Loans to development, finance companies represent l ines of credit 
which differ fundamentally from other World Bank Group l oans . World Bank 
Group loans are generally gr-anted for purpo~es with known end uses, and 
this is true of i ndustrial import program loans and lines of credit to 
agricultural institutions , as well as of more conventional project l oans. 
The financial and economic results of such activities can be pre- appraised. 1/ 
Such pre-appraisal estimates can not be carried out for development finance 
companies ' lines of credit. Although a development finance company ' s 
project pipeline is examined at the time of a DFC Department I s appraisal 
mission, there is no way of anti cipating precisely the end-use of a World 
Bank Group line of credit. The time lag between an appraisal mission and 
the extension of a loan by a development finance company to a sub-project 
from a line of credit granted as a result of the appraisal mission ' s 
recornmendations can be 2 or 3 years. By then , a development finance 
company ' s pipeline will almost certainly be changed quite considerably . 
The more development oriented a company is, the more likel y are there to 
be new projects . Ex ante evaluations of rates of return on sub-projects 
are therefore not possible for development fi nance company loans . 

1/ For example, see IBRD, Third Credit -for the Agricultural ~~velopment 
Bank, Pakistan, June 12 , 1969 (PA-15a). 

i 
• 
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3. Alternative ways of both financial and economic return appraisal 
for loans to development fin an ce companies have therefore been of 
considerable concern to t he DFC D.epartment . 

Limitations of. financial r eturn es t imates for develapment finance canpanies 

h. Each DFC Department appraisal report includes a full financial 
analysis of the development finance compa11y to which the line of cre dit is 
being extended . Table 1 gives financial statistics for 34 development 
fin ance companies for the years 1968 , 1969 and 1970. 1/ In addition, 
projections are made for 5 years ahead . While the interpretation of this 
data is extremely i mportant to the appraisal of each development fin an ce 
company , i t has little comparative value among companies and has to be 
interpreted carefully through time for any one individual company for the 
follawing reasons : 

(a ) On the borrm,iing side : 

Development fin ance companies borrow at various interest 
rate s and these are greatly influenced by their individual 
sources of national and international concessi onary 
finance so that the interest rate 11package 11 varies 
greatly among t hem . It also varies through time because 
a development f:i.nance company genel'ally has less ac(;ess 
to concessionary finance as it matures . 

(b ) On the lending and investment side : 

(i) The i nterest rates which companies may charge vary with 
national policies . Credi t ceilings are very general , but 
their level varies from country to country . Thus i n 
India where r ates are held do"'-n , earnings before interest, 
provisions and tax as a percentage of average total assets 
for ICICI have been 7 pe r cent and 8 pe r cent . In · Korea 
for KDFC they have run from lh per cent to 21 per cent 
(Table 1), but these figures in no way indicate that KDFC 
is a better company than ICICI. 

(i i ) Some development finance compani es are more heavily 
i nvolved in equity holdings of companies which they 
promote than others . This is usually an excellent 
strategy; for example , a development finance company 
may . take a large equity holding in a company with 

foreign investment to pre serve an interest in that company 

1/ · The three othe r development fi nance companies at present receiving 
World Bank Group finance have not been functioning long enough to 
provide data . 
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for potential local owne rs thus enabling joint venture 
arrangements rather than outright foreign ownership . 
However, immediate returns on such investments are usually 
low, and since it is the limitation of local stock markets 
which leads to such equity investments, the development 
finance companies usually have to wait a long time to 
realize capital gains by selling shares to private investors . 

(iii) Development finance companies ope_rating in a highly 
protected economy lend to highly pr.otected firms whose 
financial returns are higher than in a more competitive 
econollzy'. By maki.ng lending safer and easie r this spreads 
a development finance company's costs over more projects 
and increases its financial returns , but the economic 
returns. on its loans may be low . 

(iv) Promotional and developmental activities, which are most 
important to a dev_elopment finance company's economic 
impact, are a qost to the company, although they are a 
benefit to the economy . In financial terms, however, a 
vigorous promotionally-oriented devel opment finance 
company may for a time perform less well than one which 
plays little promotional role and does not give technical 
assistance to its borrm ers; j n the long run, it is true, 
the situation would be likely to be reversed , as a company 
makes large profits or capital gains from equity interest 
which initially kept its returns low. 

(v ) Administrative costs vary over time. There tend t o be 
economies of scale i.n lending as well as "learning by 
doing", so that oldP.r companies have lower administrative 
costs per dollar loaned . vlhile such changes reflect real 
economic differences among companies , they distort 
comparability among companies of varying maturity . 

(vi ) Miscellaneous income varies among companies. 

(vii ) Inflation might erode earnings . 

5. Development finance companies have an inherent conflict betwee n 
profit considerations and developme ntal aims . This is evident in the pol icy 
statements of even wholly privately owned development finance companies, 
whose boards of directors have to take national interest as well as profit 
into consideration, limiting their finan cial returns . Many of the wholly 
privately owned development finance companies which at present rely on the 
World Bank Group for lines of credit were, moreover, established with 
government assistance, and sometimes even on government initiative. The 
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private mmership form was usually chosen to ensure good business 
management rather than in the mere pursuit of profits. Many of these 
companies continue to rely on government concessionary finance . 1 / The very 
fact that a development finance company receives. a World Bank! Group loan 
1~hich requires a government guarantee induces a feeling of national 
responsibility . A development fin ance company's identification with national 
goals tend to grow with its stature in the economy . Completely goverrnnent 
owned development finance companies may, of course, wish to operate at the 
lowest possible financial·return cor.unensurate with commercial viability . 2/ 

6. The inadequacy of financial rates of return as indicators of 
development finance companies' economic impact is of course only a rather 
extreme case of problems more general to World Bank Group projects . Other 
appraisals sometimes express a rate of return on an enterprise carrying 
out a project rather than on the project itself. Public utility enterprises 
which are usually monopolistic in nature and thus able to detennine the 

· prices which they charge for the services they provide , might have misleading 
financial returns. However, for the reasons set out, an average financial 
rate of return on development finance companies to which World Bank Group 
finance is made available would not be a useful figure, and could well be a 
misleading one • 

. Appraisal of development finance companies 

7 , An analysis of financial accounts on the other hand has a very 
important role to play in the appraisal of an individual development finance 
company for it is a measure of the enterprise's ability to mobilize equity 
capital, satisfy ere di tors etc . It is not, however, the only measure, and 
appraisal reports therefore in addition carefully weigh the performance of 
each development finance company in the following terms : 

(a) An examination of the development finance company ' s policies 
and operational performance. This includes an evaluation of its portfolio 
and its competence for project appraisal, including economic analysis, and 
the ability to follow-up on its investments . 

(b) The economic conditions under which the development finance 
company operates. This involves general background information on the 
economic trends of the country, and an examination (where possible based 
on ':.brld Bank Group sector studies ) of government policies towards the 
sectors in which the develo-pment finance company operates. 

(c) Appraisal reports also include an analysis of the development 
finance company's contribution to financial r esource mobilization . The aim 
is to evaluate the company' s ability to administer and allocate what are 

1/ i~le in gener':1 the Department 's policy is to encourage development 
finance companies to become less and less dependent on concessionary finance 
as they mature , in some cases there is a strong argument for a continuation 
o~ g?vernmcnt funding. It is sometimes the best way in which a eoverrunent 
1ush1ng to strengthen the industrial sector can direct its funds. 

l./ Some are even satisfied to operate at a loss , although this is of course 
discouraged by the DFC Department. 
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usually scarce financial resources. 1/ Thus a company 1 s capacity to raise 
capital from both domestic and int,ernational sources, and its ability to 
channel these funds to · ' ejects that enhance the economic development is 
examined. 

8. The DFC Department has over the years acquired consi de rable 
experience in such appraisal, and this is reflected in Operational Policy 
Memorandum No . 2 . 64 (issued March 31, 1971) which lays down the basis of the 
Department ' s appraisal. DevGlopment finance companies applying for loans 
are weighed in terms of their own p erformance and potential, and a s tart 
has been made on comparisons among them for appraisal purposes . While it 
is argued below that tho calculation of economic returns · i s essential, and 
in the long run possible to the appraisal of the suitability of development 
finance canpanies f or World Ban k Group loans, it must be stressed that such 
cal culations can not replace the qualitative evaluation of development 
finance cor.ipanies as instituti ons . Appraisals must al ways be forward
looking, and the maintenance and improvement of a development finance 
coripany 1 s performance must remain a prime consideration . The evaluation 
of management, that is the p e ople who run the institution , is as essential 
to such judgment as the more objective indicators such as p'ortfolio 
composition and financial position . 

9. Other factors of course also enter into the consideration of a 
loan. A co·,.rntry 1 s ove1·all t:iCOnomic position, its qualification for IDA 
funds , and t he balance between l ending for industry and for other sect ors 
is i mportant . 

Economic appraisal 

10. · Once the institutional soundness of a development finance company 
and a country's qualification for loans to industry are established , the 
economic assessment of the projects for which the World Bank Group line 
of credit i s used, 2/ becomes the principal issue . 'I'his is the approach 

1/ It is relevant that while techniques for the economic evaluation of 
individual enterprises are now being evolved, no t echnique has yet been 
developed for assessing the efficiency with which ·a financial system 
raises, and distributes, financial resources. The DFC Department's 
appraisal r eports can therefore continue to play a useful role by their 
attention to the problems of resource mobilization. 

2/ Calculating an economic rate of return on the performance of each development 
finance company would be techni calJ.y possible . The Little/Mirrlees method 
has not yet been u sed for evaluating the performance of financial institutions, 
but it has been applied to activities such as education, and its adaptation 
to a financial institution, though very difficult, would not be insuperable. 
It would, however, be difficult to gauge the full development effects of 
a developme nt finance compa ny uithout considering the sub-pr.ejects it 
finances, and this approach is therefore suggested directly . 
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the DFC Department has begun .to take, but there are considerable 
difficulties • 

11 . Because it is impossible to know all the projects for which the 
World Ban k Group lines of cre dit will be used, it would seem that the 
most sati ""factory procedure for the assessment of development finance 
companies to which repeat lines of credit are now being extended, would be to 
estimate the weighted average of economic returns on sub-projects financed 
during the previous World · Bank Group loan • . Initially· such economic returns 
might be calculated for those sub-projects which r equire Bank approval, 1/ 
but eventually all sub-projects involvi ng World Bank Group loans might be 
included . The principal problems which are likely to be fac ed are as 
follows : · 

(a ) The DFC Department began to introduce the notion of economic 
project eva luation to the development finance companies to which it had 
extended lines of credit some t wo years ago . At first a very limited concept -
effective protection - i s being used as an initial step to lead the 
development finance companies ' thinkimg from nominal prote ction, about which 
most of t hem were knowledgeable to ensure financ i al success for their 
projects, to the full economic effects of such protection, that is t o effective 
protection. However, even this lirni ted approach has been very slow and 
difficult., p2rtly because of staff limitations within the DFC Department, 
but mostJ.y because of lack of qualified personnel within the developme nt 
finance companies, and their concern with costs. 

(b) At present all economic sub-project evaluation is based on 
estimates calculated at the time when a company presents its case for a 
loan . It is clear that such estimates can not be accurate . They lack a 
p recise knowledge of the future, and sometimes they are distorted by the 
desire to obtain government incen tives . For a meaningful ev~luation of 
projects it would be necessary for the development finance compani es to 
engage in econ omic follow-up work on pr oj ects, and to make economic return 
estimates on this basis . 

12. As the introduction of full economic evaluation of sub-projects 
is likely t o take considerable time , the use of a number of partial economi c 

1/ The DFC Department has to be consulted for loans extended to projects 1 
exceeding a certain minimum which varies from company to company . For 
exampl e , in the case of ICICI (India) the minimum is US$L million; 
CDC (China ) US$500 ,000; KDFC (Korea ) US$500,0(X) ; NIBID (Greece ) US$500,000; 
TSKB (Turkey) US$750,000; PICIC (Pakistan ) US$h million. In addition , 
the Bank may i mpose a lirni t to the total amount from its loan th at can 
be loaned out wl thout being consult ed . This limit also varies. Thus for 
CDC the limit is 33 per cen t of the total Bank loan , for TSKB 30 per 
cent, and for NIBID 25 per cent . 
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indicators such as effective . protection, capital/labor and labor/output 
ratios, which are far from comprehensive individually, but wh:i.ch together 
give a good intimation of the econ omic impact of a developme~t fin ance 
company's lending activities, are being stressed by the DFC Department . 
Their utilization on a cor.iparative basis in project appraisal is one of 
the objectives of the industrial projects data bank . 

13. Measures of' economic returns on past performar.cc are not always 
applicable for new development finance companies to which the Bank has not 
previously made loans. It is planned to extend loans to 23 new development 
finance companies out of some LO applicants in FY1972-76, and some of 
these are new institutions. An institutional assessment i s likely to be the 
only one possible . 

Conclusions 

lL. The DFC Department has begun the task of assisting development 
fin an ce companies to make economic evaluations on their sub-proje cts , and 
this will eventually enable meaningful rates of economic return to be 
calculated for each developmen t finance company loan . However, the task 
i s formidable . It depends on staff available for such activity , within 
the World Bank Group, and on changing attitudes, as well as improving 
l evels of economi c analysis , in some 60 deveJ.oprnen t. finance coJT1panies . The 
past effort has been directed particularly towards those development finance 
companj_es which have both a relatively well qualified staff and a forward
looking management, and it would perhaps be possible to increase this 
concentration at the initial stage of a program which might eventually 
seek to make economic evaluation a requirem_ent of Bank lending . However , 
whil e the DFC Department has stressed that economic project evaluation is 
in the development finance company ' s own commercial interest from the view
point of long term viability, as well as important to the national interest, 
such arguments are not always p ersuasive t o the deve lopment finance 
cornpani es . For small companies p articularly, highly t rained manpower is 
scarce , and economic evaluation in addition to conventional eng ineering , 
commercial and financial appraisal is very costly . If such companies are 
able to add staff , they want to use it to find more projects f or their 
pipeline . In a fairly open economy they are usually afraid, with 
justification, that manufacturers will seek alternative , even if perhaps 
le ss favorable, sources of finance rather than submi t t o lengt~y project 
appraisals . As business organizatioos they argue that establ i shing 
appropriate "rules of the game 11 is the responsibility of the government, 
wh:ile their job is to get on with promotional and funding activities in 
accordance with government policies . The World Bank Group 's interest in 
economic project evaluation does not in fact always coincide with the 
commercial interest of the development finance companies to which it 
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extends lines of credit. The World Bank Group may therefore wish to place 
a greater empb S1.:; is on consu t a t ion s on approp1~iate industrial policies 
with governments in the context of ext ending lines of credit to development 
fin ance compan i es . 

Att. 

HHughes/kg 

t 

I 
l 



E:ao tern and Weoter n Africa 

BID! LBIDI 
( Ivory Coast) (Liber ia) 

1967/65 1969/70 1968 1969 1970 

! ear of Qe era tio,,!/ 
~ 

4t h 5th 6 th 3rd 4 th 5th 

! ear- errl Total Assets ( in ro.llions of$ ) 8 . 6 11 . 0 15. 7 2 . 4 3 . 4 3 . 4 

(a) Ratios of Profi tablli ti 

1. Ear n:.r.gs before I nter est , Provisions a nd 
Tax as { of Aver age Total Ass ets 3.0 4 . 3 4. 8 2 . 8 3, 7 4 . 2 

2. Profit befor e Tax ard Provieions as % of 
Average Total Assets 3,0 3.9 3,1 2. 5 2 , 9 2. 8 

3, Profit before Ta."< arrl Provisons a s % of 
Average Equi t y 8 . ) 12. 8 13 , 4 4 , 7 6 . 5 7.7 

4 . Profi t af t er Tax a s% of Year - erd Share Capi tal 1.6 1 3. 9 104 . 8 5 . 7 8 . 3 9 .6 

(b) Ratios of Structure 

5. Non- curre n, Debtl// Equity / 1.7 2. 3 3. 8 1.0 1.5 1.6 
6. Son- current Confentional Deb t2 I Equity plus 

Quasi - !:::jui t/.!. * 0.3 l . O 0 .1 o . 8 0 . 5 

(c) Aver a se Rate of Growth \ last J ~ars) 

7 . Average Arurual Rate of Growth of Tot al Ass e t s (%) 2 , 7 17, 4 YJ . 7 4 . 9 18.l 17 .7 
8 . Aver age Annual Rat e of GrO'• th of Profit before 

Tax arrl Provisi ons ( %) 98 . 0 180 . 6 37. 7 13 . 8 10 .8 18 . 9 

(d ) Portfolio 

9 . Year-end Equity Por tfoli o as % of Year- erd Total 
&jui t y and Term Loa n Por tf oil o s. 7 4 . 6 3 . 1 19.7 8.7 7 . 8 

{e) Financial Ear ni~s & M,:,.r~in.s 

10 . Gross Inoome (including net capital gains before 
tax) l ess Dir ect Financial Costs as % of Aver age 
Tot.al Assets 6 . 2 6 . 6 5 .6 5.9 6 .1 5 . 9 

11 . I ncome from Tern Loano a s % of Average Term 
Loan Portfolio 6 .l 6 . 5,; 1. 521 1.1 1.6 8 . 7 

1 2. Cost o:· Term Deb t as % of Aver age Term Deot * o.t0 2. 0 . 6 1 :4 2. 5 
1 3 . tquity Income (including net capital gains before 

ta."< ) as -' of Average F.qui t y Por tfolio 2. 0 

(f ) Ac!mi nistrati ve Costs 

14, Admi nis t r ati ve Cos te a s % of Aver age Total Asset s 3 . 1 2. 7 2 . 5 3 .4 3 . 1 2 . 9 

( g ) ~ 
15. Res erves (inc l udi ng retained earni ngs ) plus 

Prov i sions a s i of Year - em Portfolio {Loans , 
Ouarantees a rrl F.qui ty Investme nts) 4 . 7 4 , 7 5 . 8 23 . 9 18 . 2 21. 8 

(h ) Share Cae 1tal 

16 . Book Value as % of Par Value 108 . 8 116 . 3 125 . 7 122 . 8 1 )1.1 126 .7 

{i) ~ 
17 . Jlivid end • as -I, of Pnr Value . of Share Capital 4 . 0 5. 0 5 , 0 

18 . il!.videnil as % of Ne t F.arn1ngs ( Pay -ou t Ratio) 52. 8 )6 . l 47. 7 

General Note ; For defi nition. arrl implication of term• used , see At tachments l and 2. 

y 
2/ 

t 
5/ 
b/ 
V 

* 

In counti ng year of operation, the first year is the fi r s t full or nearl y full business year in which a devel opment firAnc e company 
a ctively oper ated . fo r NIJ)3 the fi r st year is take n to be the f i rst f ull busine ss yea:r af ter i ts r eorgani zation . 
On the basis of consolidated fina ncial s t atements , 
I ncluding guarantees . 
All maturities of quasi - equity f alling due prior t o the e otiimted date of the l a s t maturi t y of the Bank loan are excluded f r om 
quasi-equi.t.y and i:1eluaed in non- current debt . 

I ncludire bi ll• :red i scounted . 
On S:~ cuwJ.lative prefere nce s hare s . 
On bo th Ordinary and Prefer ence shares . 

Denoteo a value of l ess t han 0 . 05% . 

.. 

NIDB-
(Ni geria) 

~ ~ .!2IQ 
5th 6 t h 7t h 

15 . 6 19 . 9 22. s 

3. 7 4 . o 4 .9 

) . 7 4 . o 3.9 

8.2 9 . 4 10 . 3 
8 .l. 10 . 4 9 . 4 

1. 2 1.6 1. 7 

0 . 2 0 . 7 0 . 9 

1. 9 8 . 6 14. 3 

24 . 0 )3 .0 38 . 9 

30 . 5 28 . 2 J8 . o 

6 . 2 6 . 1 7 . 5 

8 . 8 8 . 4 9.1 
0.1 1.8 

6.9 6 . 7 9 .2 

1.8 2.2 2 . 5 

10 . 1 13. 9 11.4 

ll2. 5 122. 8 128 . 3 

5 . 5§./ . 5 . 5'2/ 6 • .;1.1 
4 . 5 .3 . 5 41. 8 
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Comparative Operational Ratios of Uevelopment Finan::e Comparrl..es 1 1968 1 1969 and 1970 (Cont'd) 

Fast Asia and Pacific 
ca; Kll''C . MIDF PDCP DBS IFCT 

(Chir.a) (Ko~ea) ( l'.ala;1:sia) ( l'hili£:pines) (Singaeore) (Thailand) 

1:,68 1969 1212 1968 1969 1970 196d/69 1969/70 1970/71 196tl 1969 .121.2._ 1969 121.Q ~ .!222 .!.ill 
!ear of OeeratiorJ/ 9th 10th llth 1st 2nd 3rd Sth 6th 7th Sth 6th 7th 1st 2rrl Bth 9th 10th 

Year-end Total A.ssete (in millions of $) 44. 2 47 . 9 51.9 14. 0 16.9 25.5 29.0 29 , 2 42.4 38.3 46.4 47 . o 11.0 107 .3 15. 5 19.2 21. l 
(a) R.a t1os of Profi tabili tz 

l. Earnings before Interest, Provision:, arxt 

2. 
Tax as % of Average Total Assets 

Profit before Tax arrl Provisions as % of 
9. 0 9.0 8 .4 21 .1 14.0 13,7 7.4 7 . o 6,4 9.0 9.4 11.7 5. 2 5,3 6,1 6.6 7.4 

Average Total ~sets 3.9 ) . 9 3,2 1B.o 12.l 10.1 6 . 4 6 . 0 5 . 5 5. 7 5.6 4.9 ).) 2.1 2.B 2.6 3.0 3. P:-ofit before Tax arrl Provisions as % of 

4. 
Average &juity 25 , 0 24,2 19,9 30 ,9 25,5 25 , 2 lB, 7 17.0 15,6 22,1 24.2 28 .1 6,4 5,8 12,6 14,l 17,l 

Profit after Tax as % of Yoar-end Share Capital 32 , 2 31 , 5 23, 7 32 , J 38,5 Lo,6 11,9 12.1 8,2 19,5 2J ,8 26 .J 2,1 1,9 15,L 18.5 21,7 
(b) Ratios: of S~ructure 

5, Non-currsnt Debt-YI !l:juity 5 , 7 5 ,4 5,5 l.l 1.1 1,8 l. 7 l.6 1.8 3, 5 . 4.4 6 .2 1.oY 1.1Y 4,0 4.8 5,8 
6. Non-current CoC'rentionaJ. Deb~// !qui ty plus 

l.~/ 1.1Y Quasi - i,l:jui ty _/ ) , 6 3, 6 ).2 0 ,) o.B 0 ,5 0 ,5 o . 8 2 . 0 J,l 4 . o 1.5 2,0 2. 7 
(c) AveraGe P.a.t.e of Growth !last J ~ars ~ 

7 . Average Annual Rate af Growth of Total A.,,sets (%) 15 , 2 7 .6 12.0 Jl.i,V LJ . 5£/ 22,3 3,2 16.J 20.l 22 . 5 )6, 2 39 ,2,2! 39.8 36,J 25,1 a. Average Annual R.a te of Grwoth of Profit . before 
19 , ,}/ u.#1 Tax am Provisions (%) 15,1 11,2 4.8 39 , 9 JO . ) 20,5 12,5 17,0 24 ,1 -6.)11 31,4 34, 7 29,9 

(d) ~ 
9, Year-em Equity Portfolio as % of Year - end 

Total <qui ty arrl Tem Loan Portfolio ll.8 12,6 14,7 46,7 )8 ,1 19,6 ll.6 lJ.4 12,8 0 , 6 2, 7 2,9 26,9 21,9 0,1 0.1 
(e) Financial &rninss & Margins 

10 . Gross Income (1n:::ludi~ net capital gains before 
tax) less Direct Firnncial Costs as ;{, of Average 

4,7 Total Assets 5.1 5,2 4.6 22 .4 15.J 1),1 7, 7 7 ,4 6 . B 7 .l 7 . 2 6 . 5 4.2 ), 7 4,9 4,4 
11. Inccvne from Tenn Loans as :( of Average Term Loa n 

Portfolio 10, 9 10.6 10,2 4, 4 16 .7 18.6 8.6 a.o 8.8 9,6 9,8 13.2 6.2 7,1 9,3 8,5 9,1 
12. Cost of Tenn Debt as g of Average Tenn Debt 6 , 3 6 .4 6.5 7 .6 5, 0 6.0 l. 7 1. 7 1.6 . 4 , 8 5 ,3 8 . 2 4, 0 3,9 4,5 5,0 5,5 l) . !4ui ty Income (including net capital gains 

6 . 51/ 9,71/ pY 18.8Y 10.iY 3 ,8/ uJ./ before tax) as ;{, of Average Equity Portfolio 1,0 1.6 .;,- 6.4 1.1 
(f) Administrative Cos ts 

14 . Admini strative Costs as % of Average Total Assets 0 ,72/ o . 72/ o.a.21 4.~ ), 2 ) , 0 l.) 1.4 l.) 1. 4 1.6 1.6 0 , 9 o.8 2.1 1.7 1,7 
(g) ~ 

15, Reserves (including retained earnings) plus 
Pro'lisions as 'fo of Year - end Portfolio 
( Loans, Guarantees an:1 &:iui ty Investments) 9,6 8, 9 9,7 181.0 46 . J 25.9 12.9 12.5 ll,9 10,) 9. 3 8 .4 2.l 6.2 5,6 6.o 6.1 

(h) Share Cae!, tal 

16 . Book Value as % of Par Value 2)0. 71Q/259,J!Q/276.o!Q/ 140.2 178. 71Q/213.41Q/ 123, 2 l J0 .6 129 ,4 145,2 159.l 176 ,9!Q/ 101.6 103,9 130, 2 140,2 152,9 

(1) ~ 
17, Dividends as % of Par Value of Share Capital 21 . 0 12.0 12,0 20 .0 20 . 0 6.o 6,0 6.o 10 .0 20.ollf 10.o .. ... \~ -:.,. 7 ,5 8.S 9,0 
18 . Dividends as ;{, of Net Earnings (Pay- out Ratio) 65 . 2 )8 .l 50 , 7 52.0 49 , 2 43.6 ) 0 . 0 45,2 51.2 8) , 9 )8 .l 48.o 45,9 41,5 

General Note: For definition and implication of terms used, see Attachments l and 2, 

y In counting year of operation, the first year is the first full or nearly full business year in which a developmert, fimnce company 
actively operated. For MIDF the first year i.s taken to be the first full busim.ss year after its ruor ganization. 

2/ Including guarantees. 
31 Including fixed - tern deposits. 
li! All maturities of quasi-equity falling due prior to tT'.e estill'B.ted date of the last maturity of the Bank. loan artl excluded from 

quasi - equi t:, and included in non- cur.rent debt . 
5/ C orr.pa..T""ed lod th the previous year. 
bl 'Iwo year averc.ge . 
7/ Including stock dividends received . 
'8"! Including income from subsidiary compa.ny. 
21 &eluding busi rnss trues. 
10/ Adjusted value to reflect stock dividends on original equity investment. w .10, in stock and 10% in cash . 
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Comparative Operational Ratios of Develoor.ient ~'ine. nce Companies, 1968, 1969 am 1970 (Cont'd) 

South A.sia 

DFCC ICICI =I PICIC IDB!' 
tce:c;lonl pn:!ia! Iran (Pakistan) (?ald.s tan} 

~ l9o9DO 1970/71 ~ 1969 lli9. 1968/ 69 1,09/70 1970/71 196!! ili2 ill£ ~ 196d/69 !22U12 
!ear of Ooer&ti,;,rJ/ 13th 14th 15th 14th 15th 16th 6th 9th 10th 11th 12th 13th 7th 6th 9th 

!Mr-eod Tot.al bsets (in rill.lions of $) 6.6 10,4 12.) 160. J 174,6 190,6 69 , J l o6 .6 136,6 177 . 5 212 ,6 247 ,9 176.9 192. 8 215 .4 

(•) Rat.10~ o! Pro!'it.a.billtz 

1. !arn1r.gs befol"9 Interest, Provisions &rd 
Ta.x ae % of Av'3rage Total As21ete 5. J 5,6 6.9 6.8 6. 2 7. J 6.6 6.7 7 . 4 8,8 9.6 9. 7 6,8 6.7 6,7 

2. Profit ba!ore Tu &:1d Prorl.don, ae % o! 
Av orage 7otal A.,13e~s 4. 5 ) . 2 ) , 0 2.4 2.6 2.; 3.5 j . j J.O 3,6 "·" ~.l 2. 2 2.0 2. 2 

) . Pro!it be!ore Tax and ProvhioM u % ot 
Average ~u.1. ty 16. l 15,6 18. 0 2), 7 25, J 24, 7 20. 0 20 , J 22,0 Jl ,4 )6.4 )4.2 26. 7 22 .5 22.4 

4, Profit after Tax as f. ot !ea.r-erd SM.re Capital l J. 2 12. 4 lJ.4 19.9 24. 1 26,9 11.6 17 ,) 19 , J J5. J 52.5 5J. 6 29, 7 24 . 4 25.2 

(b ) Ratios or Struc tu!'!!I 

5, Non- cu..r:-ent Oebtl// d.:tuity 2.6 4,2 5.J 6. 7 8. 7 8.2 J,5 4. J 5, J 1.6 . 7.6 7,5 · 5.z.1/ 12.6'1/ 10.~ 
6. Non-current Co~entional Debt1/IB:iu!ty plus 

. 5. 71/ Qua.si • cl:!ui-<# o. 7 l,8 2.4 7, 4 7 ,4 8. 2 2, 5 J .7 4.6 4.9 6.2 6.J 4 • 4.6V 

(e) .A.v9rae, Ra te of Crovt.h ~last ~ ~ arsl 

1. Av erage A.nnual P.ate ot' Grovt.h o! Total hsete (%} 1),4 26.5 Jl.5 21.6 6.4 6. 5 40. 9 J6,6 27 .o 19.6 19.9 19. 5 20. J 12.6 9. 6 
6, Average AJ".rrual Rate of Gra.,th of Profit before 

Tax ard Provisiom1 (%) 7. 7 0. 4 6.J 24 .4 11. l 9.1 20 . l 22 . l . 21.0 25 , J 29 . 9 JO.) 21. 7 1.7 9. J 

(d) ~ 
9, Year-end Equity Portfolio as % of !ear-erd 

Tot.al Js:tuity and. Tern Loan Port.folio 11.0 12.6 10,6 12. 9 12.4 12.4 11,J 12. 7 lJ.5 7.J 7.5 1.1 0. 9 0,9 l . J 

(•) ''1r.anciaJ. fa.rrd.!:!i;;S & Har!!n, 

10, Oro.s.s l!'lCome ( including net capital gairu, 
before tax} l~s Direct Financial Costs 
u % o!' Average Total Assets 6.l 4,6 6.4 2, 7 2.9 J . l 4. 7 4,4 4.2 4.2 4. 9 4.7 J.4 J. J J.J 

ll. l rco~ from Tem LoaM as % of Average Tem 
Loan Port!ollo 7 .o 7 .5 9, 1 8. 2 6.J 6.o 6.9 9.1 9,J 9.l 9,6 10.J 6,l 6, l 8. 2 

12. Co.st of Term Debt as % o! Average Tenn Deb t l.J J , 2 5,0 5, 2 5. 2 5,4 5. 2 5.6 6.6 6. l 6. 2 6.6 5,J 5.6 6.0 
1) . ~uity lrcon, (ircluding m t capital gains 

before tax } a., % or Average f.tluity Portfolio 8.2 6.2 5,0 J.4 5. ) 6.6 J,4 2.6 J.9 12.J 18.6 15.2 1.0 l. 4 ...... 
(!) AdJli!'d..strative Cos':..s 

14. Ad.mini., tra ti ve c~ ts a.s 'I, o! Average Total. As eete l,6 1.6 l .5 o . J o. J 0, 5 o.? o.s'il o. a'i/ o.s 0.5 0.6 l .~ 1,p/ 1.2 

(g) ~ 

15. Re.seNes (includi~ ret..a.ined earn.1rge) plus 
Prcv.151.on., a.s j o! Tear- end Po:t!ollo 

6.5 (Loans , Ouarantee.s and &luit.y Investments) 8. 7 6.J 6.o 5.0 5.4 6. J 6.S J. 8 6.6 7.S 6.J 5. l 5.9 6.7 

(h) Shara Ca21t: l 

16. 9ook 'lalae as % o! Par Value l)l,0 1)5. J l.J,0. 8 166. 5 162.J 209.8 1)2.6€/ 1)6.!& 151.ce/ 201.5 24J. 5 266.0 2)0. J 215. 1 206 .7 

(1) ~ 
l7 . Dividends as % of Par Value of Share Capital 8.o 8.o 6.o 9.0 9.0 10.0 10.0 12.0 12 .0 10.0 10.S 12.S 7. 5 e.o s.o 
16 . Dividends as % of Net Earn1.~.s (Pay-out Ratio ) 60. 7 64.6 59.6 45, 2 )6.4 ) 7 ,2 66 . 7 69. ) 62.l 24. l 20.0 2).2 25.J 26.7 )2. l 

Cenera.l. Note, 1'or det1nit1on and 1l:!pllcation of tem.s ll.!led, see Att.achDcnts l and 2. 

11 In counting year of operation, the !ir.s~ year is the fir.st full or nearly tull bu.sineei, year in which a developraem. finance 
COfflP8.f"tY actively operated . Yor IDBP the !ir.st year b taken to be the !iret !"u.ll budnees year after its reorga...'lization. 

21 Including guarantees. 
'JI In::.luding deposits . 

¥ All maturities of qUA si-eQ.uity falling due prior to the eeti.Jra.ted date of ':h& last maturity 01· &.nk loan and 6Xcluded from 
quas1-equi -:.y arrl included in non-current debt . 

t Tota l assets include piblic fun:!.!! entru:,ted to a col!pS.ny f or management. 
Adjusted. value to reflect stock dividerrl.s on original equity investneat.s . 



illL: !!.su 
Co!!e!!:ative Q.E:erational .Ratioe of OeveloEment Finan::e Co!l?anie.s 2 1228 , 1269 and 12zo (Cont' d) 

, • 
0 e Mid!!l,e East ard North A!r ic• 

IVX !FF ~"IBID , ICC IllBI 
(Austria) (Finland) (Greece) (Ireland) (Israel) 

12§!! 1969 l2ZQ 1968 1969 l2ZQ 1968 1969 l2ZQ 1968 1969 1970 1968 1969 l2ZQ 
Iear of Q:2erat1onY 10th 11th 12th 5th 6th 7th 5th 6th 7th 36th 37th ~ 10th 11th 12th 

Year-end total Assets (in millions of ~l 91.3 107 . 9 lJQ. O 38 , 4 59.6 77.5 28. 3 42 . 8 68 . l 40 . 7 46 , 8 53.2 262 . 0 283 . 7 340. 4 
(a) Ratio, or Proritabilitz 

l. &rnir.g.s before Interest, Provieions an:! 
Tax ae % of Average Total Aseete 6 . 2 6.5 7. 2 7. 7 7 . 8 8.4 6,1 7. 1 7.S 4.5 6.6 6 .6 8, 0 8. 3 8, 4 

2. Profit before Te.x aJ'YJ. Prov1siomi as % of 
Average Total As.,ets 1. 3 1.5 1 .6 3,1 2.6 2, 7 3. 0 2.8 2. 8 1 . 9 3.6 2.9 5.4 5.6 5, 2 

3. Profit before Tax an:1 Provisons ~ % of 2i 2/ 2/ 
17.~ 19., 

~ Average &tuity 11.4 11. 7 9.7 33 -~/ 29,42/ 39.52/ 7. 4 9.2 14.o 3 ,5J/ · 6 .7 6.2 
~:~ 4. Profit after Tax as % or rear-end Sha..,.., Capital 1.0 5. 7 6.1 7-9- 12 . 9,!a 13.o:a 3. 9 5 ,0 6.6 -5 . 7 2. 9 4.5 12. 2= 10. 

(b) Ratios of Structure 
1.i!.I 14.tsY s. Non-c\U'rent Debtlf / &juity s. 7 1.0 1.1 12 • .,Y 1.6 2.8 4. 9 0.1 0. 9 1.0 2. 2.!!I 2. J.!!/ 3. J.!!/ 

6. Non-current C;pentiona.l Debt2// /llui ty plus 
Quas1-!ljuit - 2.4 3. 1 3. 4 l. 8 l.4 2. 0 1.6 2,8 2.7 0. 7 0. 9 l.O 0 , 7 0 ,9 1.5 

(c) A.veras;e Rate of Growth ~last.) veare 1 
1. Average Annual Rate o! Gr0torth of Total Aooets (%) 16 . 3 13 . 6 17 . l 40.4 43. 0 38 . 3 61. 3 31 .9 43 . 0 -4. 7 -1, 9 3.6 9. 7 8.6 11.l 
8. Ave:-age Annual Rate of Growth of Prof1 t before 

Tax ard Provisioll!l ( % ) 4. 1 14 . l 17 . 5 46.9 33,8 36 , J 1)4. 8 37 . l 30 , 7 9.2 Jl . O 38.1 lO , O 14.7 8. 9 

(d) Port.folio 

9. Iear-erxi Equity Portfolio s.s % of Iear- erxi Total 
&:;,ui ty an:i Term Loan Portfolio l.O l.l 0 , 9 6 . 6 5. 9 1. 1 17,l 16, 5 17.7 4.4 J.6 2.7 

(o) Finani:ial !arnir:Bs & Ma.rg!ns 

10. Grose Income (includ.i~ ~t capital ~i~ before 
tax ) less Direct Fimreial. Costs as % ot Average 
Total Asset s 2. 6 2. 8 2,4 3. 9 J.4 3. 3 4.5 3,11 3.7 2. 5 4.8 4. 4 6.o 6.1 5.7 

11. Incomo from Term Loans as % or Average Torra. 
Loan Portfolio 7 .9 7 .6 8. 2 8.3 6. 4 9, 0 8. 4 9, 0 8 ,7 4.1 7 , 3 5.8 7,9 8. 2 8.S 

12. Cos t o! Term Debt as % of Average Tem Debt 6,1 6.1 6. 7 5.8 6 . 3 6 , 5 5, 3 6 , 4 5 ,5 6 , 1 1. 3 6. 3 s . o 5,0 4.6 
13. Equity Incomo (including net capiLal gains 

bs!oro tax) as % of Average Equity Portfolio 1.8 o.4 n.a. 2. 7 3.1 7. 0 4.8 3.0 6 . 6 4. 3 J.S 3.6 

(!) Ad:nin1strative Costs 

14. Admin:1.stra ti ve Costs ae ~ of Average Total Msete o .6 o. 7 0. 1 o.8 0. 1 o.6 1. 4 l.l 0. 9 0. 1 0.9 ,1.5 0.5 o.4 0. 4 

(g) ~ 
1,S . Reserves (including retained ""rnings) plus 

Provisions as % of Year- erxl Portfolio ( Loans, 
6.11/ Ouarantees an:1 Equity Investments) 6.3 5, 5 5.5 4,3 3. 8 4.2 6.7 5. 6 4. 9 5. 1 1.0 8.4 7,5 5.7 

(h) Sha:-e CaEi tal 

125.~ 132.J/ 145.i.Y 16. Book Value as % o! Par Value 162.9 167 . 9 181.2 107 , 4 1o8. o lll , 3 109 , 5 109. 1 112. 4 115. J 115. 3 115. 6 

(1) ~ 

17. !lividendo as % of Par Value of Stare Capital 6.o 6 . o 6 .o 1.~ 1.dY 8. ~ 3.0 4. 0 5. 0 2.5 6.il/ s . 1V 4. ~ 
18. D1 viden:!o ao % of Net Earnings (Pay-out Ratio) 42 . 6 104. 9 98 . 3 63 . 2 91.l 67 . 8 76 , 4 80,6 75. 8 )5.8 76.l 77. 8 67. 0 

General Note: For definition arxl. 1.mplicat.1.on of tenus ued, eee Attachme nts l an:l 2 . 

y In counting year of opera.t!.on, the first year is the first full pr nearly l ull busi ne ss .,-ear i n which a 
development .fimnce con:pa..n;y actively operated. . 

2/ Unredee.'"lftd Serles B share capital is troated as interest free Govemne nt loa n to IFF'. 
-; Due to subet..a.ntial provi~ons arrl write-offs . i GoveraMnt - owred B Ordimry share capital arrl A Preference share capi tal a.re treated ae debt, ani dividend 

pa.id on these two types of shares a.re treated ae interest payable on them. 
5/ Includ::I.. ng guarantees . 
:§:/ All maturltU!e of quasi - equi t:, falll~ du8 prior to the eaUm.ated date o! the laot maturi ty or Bank loan are 

excluded fran qua..,1-equity arxi includocl it:. non-current debt. 
7/ Ex:clud:1. ~ business ta.."tes. 
13'! On Series A shares only. 
21 Average !er a.l.l types o! she.re capital . 



.l!Eil 
Co!ll1)6,rative Operational Ratios ot Develop~nt Firar'k:e Co5?a n1u 4 1968 1 1969 ard 1970 (Cont'd ) 

Year or 0perat1onY 

!ea.r- erd tot.J.l Assets (in million5 of $) 

(a ) Ra•.!oa o! Profit.abilit.v 

l. Sa.rningi, be!ore Int.ere.st., Provisions &B:1 Tax 
as ;; or A',cr0€e Total Asseta 

2 , Pro!'it t:-efore Tax &rd ?rorl!lion.s a.s :&: ot Average 
Tot.al Assets 

J. ?ro!it Before Tu art!. Pro'lision, A:l % ot Average 8:tui. t 7 
ij , ?ro!'it after Tu ae :C of Yea.r - end Shar e Capital 

(b) Rat~O!I o!' St?"Ucture 

S, Non-current DebJ/ / .:QU1ty -.J 
6 , Non-c\ll'rent Corr,entiona.l OebtJ' / 8:tuity plua 

Qu.a:si -t4.cl t.yJ:.I 

(c) Avera~e f!at e of Grolo(th (bst J vear11) 

7, A.ver,ge Annual Rate o! Orow th of Tot.al As s et.8 (:C ) 
d . A·,~r~e Annual Rate ot Growth of Profit bofore 

Tax ard Provisions (i) 

(d) ~ 

9 , · !ear-errl Equity Por tfolio as :Co! Year-end Tot.al 
?);r..iity an:!. Term Loan Portfolio 

(e) Financial S&rnin.;s & Ma.rgins 

10, Gr o9!1 Inccme (including net capita l gains before 
t.a.x} less Ci r ect }'1.nancial Coi:ste as % of Average 
Total Assets 

11 . lrcon? from Tel"Tft Loans M % of Av erage Te?'l!I Loan 
?o:-tfollo 

12 . ~ t o!' Term Debt as "I, o! Av erage Tera Debt 
1). Equi t:, lnco111e (including net. copi t.a.l gains be.!'ore 

tax) as /. 01' Average :'.q>J.ity Port.!ollo 

(!) Adl":ir.ist!"ative Costs 

1 4. Ad1!!1nistrative Coat.:, as% of Aven.ge Total Assets 

(g)~ 

15. Res e rves (including retained earni.J,-es ) plus 
PTo·tisior..s as l of Year - errl Port.!'olio (Loa.M, 
Ouarantees an:!. Eklu1t;r Inves t.oents ) 

(b) Share Capital 

16 , Book Value as : of Par Value 

(1 ) ·~ 

17. D1V1dends e.s % of Par Value of ~e Capital 
18, Divide~ as :S: of Net ~1ngs {Pay-out Ratio) 

1968 
9th 

42 , 4 

5,5 

2. l 
12,) 
14,9 

5,5 

2.6 

18,9 

13. l 

10.l 

3, 3 

1 . 0 
4,6 

2.2 

l. 2 

6 .5 

154.o 

6.o 
40.4 

B~! 
(Morocco) 

~ 
10th 

44 .6 

5.6 

2. 1 
1),9 
16,2 

5,4 

2. 7 

10 . 0 

13.8 

9,6 

3, 2 

7 , 1 
4.2 

3 , 0 

1.2 

6 .1 

164.2 

6.0 
85 .4 

Ge:ieral Note: For definition and implication of terl!l!I ueed, eee At.t.achments l aM 2, 

ill2.Y 
11th 

51 ,6 

5,9 

2.1 
15,0 
19,l 

5,6 

3, 1 

10.1 

17 . l 

9,1 

).) 

7 . 2 
4.4 

J,9 

1 . 1 

1,9 

182.4 

6.o 
31, 5 

1968 
4tlth 

40. 2 

7 .o 
J.l 

24 . 5 
9,1 

7,6 

7 .6 

31.8 

10 ,7 

7 ,9 

10. <! 
4.<! 

1. 9 

1,6 

11). 4 

8.o 
88 ,o 

y In counting year o! operation, the fi r st year is the first full or nearly full busineee year in which 
a develop:11.em. finance company actively operated. for SNI the first year i e taken to be the !iret !ull 
business year aft er its reo!"ganiia tion . 

2/ 

t 
21 
6/ 

V 
o/ 
:v 

On the basis of unaud ted financial ::, r..a tement:, , 
ln:luci ng guarantee:, . 
All matur ities of quasi -equity tailing d~ prior to the &sti.Jlllted date o! the laa t Mtur.i t y o! Bank loan 
are excluded fro m. quasi-equity an:1 included i n non- current debt . 
Includil"_.g: r':!ldi scounted loans . 
Excluding d.!.rect.ors• !'ees. 
rot.al as sets irc lude public funds entru.sted to TSK.B for their management. 
.:Xclucing b.ls!ni! Ss taxes, 
A.dju::,:.ed. value to reflect. stock dividends on original equity 1nveatment.e. 

C!H 
{Mor occo ) 

52,9 

7,2 

) . 2 
)2 ,7 
11 , J 

9,9 

9, 9 

Jl.7 

24, 2 

5.0 

9, 9 
4, 7 

l.7 

1.6 

116, J 

8.o 
71, l 

ill2. 
5oth 

65. 2 

7 . 2 

2.6 
J0 ,5 
24,l 

10. 2 

10.2 

26 . 9 

17 .J 

4.4 

9, 0 
5, 4 

l.8 

2.6 

1)8. 7 

8. 0 
JJ , 2 

llJ'ope 1 Middle ?.ast a nd North A!'rirA 

64.5 

6 .<! 

2. 7 
20 .6 
15,l 

6 . 5 

6.5 

11,7 

47 .6 

4.8 

J , 2 

1.~ 
4.9 

0 . 4 

0 . 2-6/ 

4,5 

1)9 ,9 

6.6 
4) .4 

BAWJ'5CO 
(Spa in) 

!222 
6th 

7).1 

7 .6 

J , 2 
24, 7 
16.4 

b.6 

6. 6 

9,9 

15.1 

).2 

J , 9 

8. ,2" 
4. 9 

21.8 

o.-J:I 

4.6 

152.8 

1 . 0 
42. 7 

ill2 
7th 

102 . 8 

7,5 

2. 5 
21.6 
24.0 

8. 2 

8.2 

21.5 

u.o 

5. 8 

J . l 

a.if/ 
5,6 

6.1 

0, 5 

5, 7 

178,9 

7,5 
Jl.l 

Cont' rl 

4,4 

2.4 
6. 8 

11 . 2 

1,6 

l.2 

12. 4 

27. 5 

29.8 

4.5 

9.7 
4,6 

2.9 

2, 0 

19 , 0 

l.67 . 8 

4.0 
35 , 8 

SNI 
(Tullil!i&) 

!222 
4th 

21.l 

5,4 

2.6 
7 .6 

l J ,l 

2,J 

2.0 

2),) 

17 , l 

26.4 

4,1 

9,6 
4.9 

J.2 

1,5 

1),7 

175,J 

s.o 
J7 .6 

4, 7 

1,4 
6. 7 
8,9 

J,l 

2,7 

)2 . 8 

J,0 

17,0 

2.9 

8. J 
5,4 

2,7 

l.J 

11.l 

6.o 
67 . 4 

~ 
18th 

129, J 

8. 2 

4,2 
)7,2 
4!.,6 

7 ,5 

1,5 

75,4 

39,8 

9,1 

5,7 

a.4 
4. 8 

18.J 

8,7 

12.0 
Jl. 2 

TSl!:3 
('!\Irle.,. ) 

!222 
19th 

147.0 

7 ,8 

J. <! 
29,6 
27 , l 

6 . J 

2,1 

19,2 

l ) , 9 

9, 9 

5,2 

8.1 
4,9 

l.6,9 

8.1 

12 . 0 
)2.6 

l1!Q 
20th 

1)7 .6 

8,1 

J,9 
JJ.2 
3l,4 

9, 0 

J.S 

28. J 

20.6 

6.0 

5. 2 

9,0 
5,1 

8,8 

5, 5 

12 .0 
49,0 

.. 

: - . 



; 

Conoarative Onerational Rati os of .Jevelopr:i'!nt. Fin,,u-ce Co!!!panies 1 196d 1 1969 and 1970 

Teal" or ep,ra. tion-11 

Iea!"-errl Total AsMt:! (in million:, of $) 

(a ) R..1.tlos o!' P=-ofitabill•Jv 

1. ~rning, be!o:-e lnt~rest, Prov15ion.s azrl Tax 
as ~ o~ Average Total A3sets 

2. ?rofi t befor e Tax an:i Provisions as i of 
Average Total Assets 

) . ?rofit before Tax: and ?rovi!lion!I as% o: Average &J,uity 
L. ?ro!·i t a.!'ter Tax a, % of Yea:- - errl Share Cnpi t.al 

(b) Ratios of Structure 

5, ?:on-current Debt!v / U\uity / 
6. Non-cur?"ent C~nventional De:iJ!/1 f:quity plu21 Quasi-Equit~ 

(c) Averas~~11 ( last J~ 

7. A•1era.ge Anrru.al ?.ate o:: Crowt.h of Tot&l. Asset!! (%) 
d . Average Annial Ra!.e o.!' Grcw ':.h of Profit be.!'ore 

Tax an:! ?revisions {;CJ 

( d) Port!'olio 

9. rear -errl .Equi tr/ Portfolio a!I .,, of !ear-end Total .d:J.uity 
and Te:-:n Loan Port.folio 

(e ) Fina!'!Cial 4"9. r nings & 1"..1:-gin!I 

l :) . Gross In:one (inc ludi ng net capita.l gain:, before tax) 
l e ss Ji:-ect Financial Co9ts as % o! Average Total As21et.a 

11. !n:::.oll\e from tem Loarus as :C of Average Tem Loan Port!olio 
12 . Cost of Tern Debt as ., of Average Ten!', Debt 

~ 
15th 

)2), 1 

4. 7 

4.1 
28 . 0 
82.0 

4. ~ 4.52 

62 . 5 

l Od ,5 

BNB 
(Brazil) 

12§1 
16th 

)S0. 8 

6.9 

6 , 5 
)6 . 6 
50 . 2 

)9,) 

41,9 

12.lQ 
17th 

)88 .0 

9,2 

8. 7 
45 .4 
77 .4 

J-~j J, 8., 

)2 . J 

65 . l 

~ 
7th 

18.J 

22 , 9 

0 . 6 

26 .6 

7 ,l 
12 . 6 

7 . 8 

Caldas 
(Colombl.a) 

20.6 

8,1 

::~ 
9,9 

2. ~ 
2.t!.2 

16 . 2 

- J .6 

J0,6 

6. 1 
JJ, , J 
8. 8 

1) . ~ty Income (including net capital gains before tax) 
as I. of J..verage Equity Portfolio 4.7~':t! 4.~.21 

(!) AC.r.'.11".i st:-ative Cost!! 

lL. :.d.:ninistr ative Costs as '.( of Ave:-age Total Asset.s 

(g) Resen·es 

15. ?.esl')r•,es (including retained earnin&s) plus ProvisioM 
as ~ of Year-end Portfolio (Loan., , C\la.rantees ard 
.Equity Inv es tnents) 

(h) Share C·oi tal 

16. Book 1/a.lue as ~ of Par Value 

(1) Di"1deoo 

17. Di•tideniS as ;( o! Par Value of Share Capital 
lcL O!.viderrl s as % of Net Earnings ( .?ay- out Ratio) 

6 . 8 

17,0 

)85 , 4 

12.o W 
4. JW 

4,9 

lS.6 

207,5 

12. 0.W 
1J .6W 

General Note: For da!'init.ion an::1 implication of terms used, see Attachments 1 arrl 2. 

5,0 

18. 8 

265 . 0 

12 . 0 .W 
4, 2!l/ 

¥ 
2/ 

In countirg ~ar o£ ope ra~ion, the first year ~ t.he first full or nearly full business year in 
vhic h a develo;iment !'irence compaey actively operated . 

It 
u/ 
)/ 

On th! basis cf ur..audited financial statenents . 
A.,su."U.ng that 1% o;>t.ioral cash dividerxi ~ paid-out in cash. 
Ire !.u:1.1!'.g guaran'f~ees . 
Debt ireluC.es short t.erm. 

J , l 

5.6 

8.o 
96 . l 

~/ All maturities cf quasi - equity falling due prior t.o the estimated date of tM ls.at Mturity of Barie 
loan are excluded f:-om quas!. - equi ty and included. 1n oon-current debt., 

7/ 
o/ 
9/ 
10/ 
g1 

Loan ircl\Xie short- tem. 
Including ?romo t.ion fees received for a cor.r;,any ltd.ell Ya! promoted by Caldas. 
lncludifli stock divideTU s receive<!. 
Adjusta.1 value to re..1lect stock d ividerrle on original eq.iity. 
Dividerds paid to private shareholdero. 

J , O 

1. 6 

8,0 
80 , 4 

illSf-1 
9t h 

22 . 5 

0 . 9 
J ,4 
4 . 0 

J ,22~ 
J. 22 

18. 4 

24, 5 

)4,6 

4.8 , 
17 . 2 
10 ,7 

6 . 211 

4.0 

2.J 

Laun Ameri('a arrl Caribbean 

~ 
9th 

48.6 

8.6 

J,6 
14 . J 
1) ,9 

4.d 

5, ) 

20 ,9 

5. 4 

l?:k' 
.o.,;'11 

1.6 

d. 4 

d,O 
57 .6 

Colombian& 
(Colombia) 

lli2 
10th 

50.l 

9,4 

J , 9 
16.6 
17. 7 

).~ ! 
J.sz1 

8.8 

5,5 

ld.8 

5,5 
1U2 
l,~/ 

1, 5 

8, J 

10 . 0 
56 , 7 

~/ 
11th 

57 ,9 

9,8 

4,2 
19.5 
20 . 2 

;.~ 
J . 8Z 

is.a 
22 .4 

17. 7 

5, 8 

1rh, 
1.11! 

5.6 

8, 5 

12.0 
59 ,6 

Ne..:ional. 
(Col(ffl)!a) 

~ 12§1 
9th 10th 

27,J J0, 7 

11.4 

6 .6 
21. 7 
21 .4 

2.~I 
2.JY 

10,4 

l J , J 

18.2 

8,1 
lJ,O 

7, 7 

6,-,2/ 

1.2 

8. 9 

14,4 
61,5 

12 , 0 

6.4 
2). 7 
2) .8 

15.0 

22 .2 

17 .J 

7 ,9 
14.0 
9,1 

7.f,'!I 

l.l 

7 , J 

14),4 

14,l, 
6o , 5 

lli2 
11th 

)4,8 

1),1 

6 , 9 
26 .l, 
26.J 

2.1¥ 
2.6z/ 

21. 0 

26 . 0 

15.l 

8.1 
14,5 
9.5 

11.~ 

1.0 

9,1 

148, 7 

17,6 
67 , 0 

9, 4 

L. 7 
20.1 
15,9 

)4. 6 

)9. 2 

6.5 

7 .5 
lJ.l 
10.1 

1,7 

2.8 

134,2 

10 .0 
6).0 

Norte 
(Colc--i>ia) 

1) . 2 

,9,9 

4.5 
20 , J 
14.1 

41 , J 

l,Q , l 

8.1 

6. 7 
1 2 , 7 
10,7 

8.; 

2,1 

4,6 

124.2 

10 . 0 
70,8 

ill2 
7th 

ll, . O 

1),2 

4. 8 
21 , 5 
17 . 7 

J. JZf 
J.JY 

)J,5 

4) . 0 

8.1 

7 .2 
16.8 
J.l, ,) 

l,.5 

2. 1' 

5.5 

127 ,8 

12,l 
68 ,J 



.. 
\... 

!mi.! !!.&!..L 
Coll\2ftrat1ve Ooera. tional Ratioe o! Devdo"fflf'!nt Finince Co!!!e!niee 1 1960 1 1962 •nd 1210 (Cont'd) 

,...,_ Latin Mleric& and Caribbean (Cont'd) 
Valle cm CO!'IF.I: CAV~,U)&S ADIU 

(Colol!Dia) ( E.:uador) ( kuador) (Vene2uela) (Region&l) 
1968 1969 1970 1968 1969 1970 1968 1969 1970 1968 1969 !fil 1968 1969 1970 

!ear or O'Oeration-1/ 7th 6th 9th 20th 2let 22nd Jrd 4th 5th 5th 6th 7th 4th 5th Ttt;"' 

!ear-erw! Total Aii!eets ~in rrlllion.,s o! !2 20,4 25. 0 J2 ,la 34 , 1 J8 .6 J4,9 11,2 12, 2 12.4 21.6 24 . 7 31.5 71. 9 1)6,3 217 ,6 

(a) Ratios o! Prof1t.abillt'7 

1. Ulrrdn;;s before !nterest, Providoni, and Tax 
ns % of Average Tot.al Aescte 10.5 11.0 1).2 5, 1 6 .1 s . 7 6.8 7 , J 5. 4 8.o 9 , 0 9,4 4,9 6.5 8,1 

2. ?ro!' it befcre 7a.x ard Provi.!siorui a., % of 
J , 7.1/ J,i<.I A·;erage Total Assets 5,7 5,5 6 , 2 4, 5 5,2 4,5 J ,4 L.8 s . o L.6 2.6 2,7 2.3 

J, Prof1:. ba!"o:-e Tax arrl ?!-ovieioM as % of Average !quity 2).2 24.L 27 ,2 6.9 8.2 7,1 15.4 16 .0 14,4 9,6 u.o 12.0 J. 9 6.0 7. 4 
4. Prof1 t after ':'a.x as % of Year-errl 51\are Capi t.al 17 .s 17 .6 22.6 7 .2· 9.0 7, 9 15 , J 1) .1 10.s o.s 9,5 u.o l. 7 4,7 7.4 

(b) Rat~ os of Structure 

o.5t 
2-1 s . Hon-curr ent DebJ//El:tuity 1v J . ~ J ,g¥ J,i o.5t g:h, J . ~ s .~ 7,~· 1;g¥ t i tg¥ g:~ i:~ 2. ~ 6 . !lon-c>.1:rent Conventional Debt2//&tulty plu., Quasi-22:tuit)"'"" J, J , J , 0 , 5 o.s J. 5, 7. 2. 

(e) Ave.rage P.ate o.f Grovth {la.!!t J vears) 

1. Average Annual R.at.e of Grcvth of Total As!!e~ (%} 48 ,5 )9, 7 46.6 6.l 6.4 10.a ld4,s>--61 122.4 45 . 2 29 . 7 17, 7 18 . 2 Jl,l 56 , J 66 . 2 
d. Avera.ge Annual P.a. :.e of Grovt.lt o! Pro!it bafore 

d, 51,5 . ~ 5 ,709 , 2 Tu and Prorl5iom, (:,} 34 , 2 44,9 LL 7 5, 1 5, L 6.6 69,8 2),4 16 . 7 20.6 40,0 )8 . 9 52 ,1 

Id) ~ 
9, !ea.r-e!'K! &tu.ity Portfolio as% of !e&r-etxl Total f>:tuity 

an:1 Te?'m Lo.<Jn Portfolio 7. 7 8,1 5, 7 2. 2 2,9 6.1 2.e 4.0 6.8 1 . 2 J,5 5, 4 22.S 20. J 17 ,S 

(e ) ¥ina.ncial 3arninp & !-'.arid.M 

10. Gro:,:, !n:::o:o:e {i :icludir.g ~t capital gal M before tax) 
l!!ss Direct F'inincial Costs a:, ..C: of Avera.go Tot.al As !!ets 1,4t 1.~, 7,}v 6,1 6.6 6. 7 JJ.1121 1Uz121 1U1.121 tii1 1til, J:61/ 1th' 

s.171 1tl'..z1 ll, lncaro from ten:i Loans as :C of Average Term Lo&n Portfolio 14. 2!!/ 6. 7 9.6 9, 2 10. 9-
12. Cost of Tern Debt a:, ( o! Average Term De1:>t l?: i.Y 8. lL..!!! 2.1 J.O J,6 4,72/ 5, 92! .3.62! 6. 92! 7 ,9.2! 6, J 1.611 7 .i.21 6. iY 
l J , ~u1 ty Incone (incl.ud:1. nc net capita.l gaim !:>efore tu) 

J,J.21 2.I.2' 5, :iY ) , <;21 as -C oI Av'lrage !4ui ty Portfolio 4,6 5, 5 10. 5 6.7 J .8 J, l 1.6 J.2 2. 4 

(!) Ariministra:.i ·,':! Cai t.:, 

14. Administrative Coots a:, :C of Average Total Assets ' 1.9 1.6 1.5 1.6 1,6 2,2 ).~' J . ~ 4,1Y 1.8 1.6 1,6 2. 9 2.4 2.1 

(g) ~ 
15. Reser,es (Incl\rlir.g r etai~d earnil"G:,} pl~ Provieion!! 

aa % of !ea:-etlC Port!ollo (Loans, Guarantees an:! 
~ui ty .!nvestments) s. 7 s . s 6 . J 12,4 7,6 14 .6 1. 0 ?.8 o. d d. 2 1,9 7,5 5,6 J.7 2, 7 

(h) Sha!" e Ca::>!.t.a l 

16. Book Value as 'f. of Par V&lue 134,5 l)0,0 lJd , 7 lOd.9 112,9 115 , 9 us. ~ 1 us.<)2/ 106 .s.!Q/ 116 .1 119,6 124. S 105. 0 · 104, 7 105,7 

(1) ~ 
!7 . Dirtdend., as ;( of Par 'lalue o! Sbaro Capi tal s . o 10.0 12.0 8.o 20.0 10. 0 s . o 6 . o 6.o 4. 0 5,0 
18. Divider\'.!., as 'I- of Net Earnings (Pay•out Ratio} JS. a 57 , 9 SJ,J 52 .5 1)6 . 8 95 ,5 46.9 6).J 54.6 65 , J 68.S 

Cer.e::-al ~te : For d~1nit.1on and implication of tann.5 used, aee Attachments l and 2 • 

.v In counting yea r of oparat..ion , the fir5t year 1s the fi r st. 1ul.l or f'IHU"ly !ul.l b~1ne.s5 year 1n which 
a c!evelop:oont f1Mnce co."tpa..'1y actively ope.?1ltad . 

2/ 10 , e!'lployees ' pro.!'it part!.dpat1on unier !av va5 t. r e.ated as J*rt ot &c:!l.in:1.stretive expenses. 
jl ln:ludi ng guirantees . 

¥ All :'lat.urit.ies of ~U:!.,1 -equit y !a.ll.1ng due prior to t.he eetiJn&ted date of the last maturity ot Bank loan 
are excluded !'rom quasi - equity and included. in non-curr ent debt , 

zl Debt irclude, short.-tenn. 
o/ Two•year avemge . 
'ii Loar.s ir.clude sho?"t-t.erm, 
B'! Irr: lude, income !'ror.:i guarantee:, . 
~/ Re~es e:,:.:, all irr.o!:le from secur.!. t;)r irr."est.mmts. 

!£1 .A.c! j'" t.ed value to retlect. s:.ock d1 vic!e:rle on original ~ i t.y iw1utaent. 

13.1Q/DF'C 

Jul.J' i , , 1071 



INTERNATI ONAL DEVE L OPMENT I INTERNA, : ON AL BANK FOR I NTERNATI ONA L F I N ANCE 
ASSOC IA T ION RECON STRUC T ION AN D DEVEL OPMENT CORPORATI ON 

OFFICE MEMORA DU/\/\ 
DATE: October 5, 1971 

FROM : Hollis B. Chenery 

SUBJECT: Follow up o n McNama ra's Statement of Bank Policy 

1. McNamara would like to follow the LDC's progress i n 
rela tion to the major objectives stated in his address to the 
Governors a nd to establish a progra m of Bank action related 
to them. .,one of the topics discussed is an -easy area for 
Bank lending and on some topics the re may be no appropriate 
Bank involvement at all. He would l ike us to consider 
possible actions and means of keeping abreast with the 
situati on in each area. 

2. Topics to be covered are the principal subjects discussed 
in the annual address: 

A. 

P· 
Ls-· 

D. 

E. 

F. 

G. 

Population 

Employment 

Income Di s tribution 

Nutrition 

Agriculture and Rural Development 
-- - - --=------' 

Exports (primary products and industrial) 

Aid Flows 

These may be broken down or consolidated as you prefer . 

3. We discussed the following kinds of action, which are by 
no means comprehensive: 

(a) Improved data collection (e.g. income distribution) . 

(b) Research and dissemination of research findings (e. g . 
employment). 

(c) Comparative evaluation of policy in different countries 
(e.g. population, nutrition). 

(d) I n stitution building (e.g. rural credit, better use o f 
DFC's for export promotion). 

(e ) Financing of pilot projects (e.g. nutrition, rural 
d evelopment). 
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(f) Coverage in Bank basic reports and special studies. 

(g) Cooperation with other agencies (e.g. ILO, FAO, UNIDO , etc .). 

(h) Improvement of procedures for project selection and 
evaluation (e.g. to reflect effects on employment or 
income distribution). 

4. McNamara would like our initial reactions before he goes on 
his next trip at the beginning of November . I wish you would 
consider how to handle this assignme ~~ in your two departments, 
and we might then get together on Thursday or Friday of this week 
to discuss it. 

cc: Messrs . King, Haq 
Lerdau, Stevenson 
Hawkins 
Reutlinger 
Saxe 
~ Stern (A.I.D.) 
Goreux 
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Hollis B. Chenery 

Pr ea i ent's Council Mee ting of October 4 , 1 9 71 

October 4, 1 971 

Tne following points of interest were raised : 

1. Rura l Development 

It wa"' agrBe t hat t he Bank is not effecti ve in t he area 
o · rural development an t lat a study should be made of ways 
of improvin its effectiveness. One pos"'ib ility would be t he 
er a tion of a new pro j ects depar t ment in t his area . Demuth 
volunteer d to undertake t he s tudy and will fo rm a working 
group to consult with i m. I wi l l suggest to h i m t hat 
Hener s on be the CES member of t his g roup (at least initia ll ) . 

2 . 

L'ir. He mara had some d i s cussion with the French and 
others on t h is subject bu t did not make use of t he EPD p a er. 
le ias deci ed t ha t it should not go to t he Board until 

ler'~ s udy of borrowing is completed . Adler' s d raft should 
be ready by ctober 8 . Hayes should d i scuss wi t h d ler the 
i nterconnections be t ween t he t wo studies. In t he meantime , I 
req este<l members of t he Pres i dent' s Council to give us ny 
reactions to t he present EPD draft. 

3. Te Fourth I DA Replenishment 

Denis Ric kett was asked to do a preliminary assessmen t of 
a lternative fo r ms of financing IDA or other s our ces of soft 
loan~, including t e SD~ link and t he Horo~itz Plan . Hayes 
an I s ould discus with him t h is week t he form of our 
participa t ion . 

4 . Expansion of over seas Mi ssions 

'l' e President's Council will discu ss t he memoranda by 
Denutn and Shoaib on t h is s u b ject on Friday, October 8 . I 
would apprecia t e having y our reactions to t he Demuth proposal s 
and will s upply copies of the memoran a i f you do not already 
have t1em. ( I have asked Caffey to reschedule the enior 
Staff eeting Friday to acconunodate t h is meeting . ) 
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September 28, 1 971 

Ar. Ro bert S. Mc Namara's Address to the Board of Governors 

Mr. c Namara has asked me to express hia appreciation to 
you and t e member~ of your s taff who prepared material for 
h is address. This effort provided t he main i deas in the final 
version. In h is view t h i s was an excellent p iece of staff 
work an he would like to follow this p roced ure in future year-. 

Mr. Mc 1amara also asked t hat we consider the extent to 

lw. ich t1e new s tyle of economic reports or other pecial 
stud ies will b e able to p rovide information on progress on the 
princip 1 aspects of development. He has in mi nd particularly 
sue q uestions as employment, trade , nutrition and other 
q uestions t l at e stressed in h i s address. I will d iscuss 
tnis question wit you in further de tail. 
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September 14, 1971 

Discussion at the President's Council, Monday, September 13. 

he meeting this morning covered several items that you 
sold be aware of. 

1. Effect of Exc1ange Rate Changes on the Bank. Gabriel 
1as been charged with preparing a s tudy of ways to reduce the 
risk to borrowers of exchange fluctuations, and of possible 
a ctions that the Bank may have to take as a result of the 
prospective changes in parities and exchange rates. Hayes 
might wish to speak to him about the study and offer a sit
ance if it is wanted. 

2. Resident Missions. The memoranda that Demuth and Shoaib 
wrote on this subject last spring will be discussed by the 
President's Council early in October. Copies are available 
if you ave not seen them. I ·ould like to have any reactions 
that you may ave before this discussion . 

3. Economic work of the ADB and IDB . There is some unhappiness 
int e ADB about their relations to Bank economic work, and they 
apparently are in favor of producing independent economic reports . 
Deruth will take this up with Goodman, and will ask Hayes to 
participate in the discussion. 

4. Policy Papers. I reported on the main points of our forth
coming paper by Haq on the policy discussion group , which I al o 
went over briefly with McNamara last Fr i day . There was no 
dissent from the general lines that we will be proposing . 
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