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Mr. Robert S. McNamara March 30, 1970

Michael L. Hoffman

Pearson Commission Recommendation No. 11 "Early Warning"

You will recall that we had sent the draft memorandum to the Executive

Directors on this subject to Ed Martin for comment. In his note to you of

March 26, Mr. Demuth said that we would let you know if Ed suggested any
substantive changes.

I now have the attached letter from Ed which, despite its length,

seems to me to contain only one point that we should add to our paper --
namely, the frequent lack of control by political authorities in creditor

countries of their export financing institutions and DAC's continuing role

in trying to improve creditor coordination in the face of this situation.

To take care of this point I suggest inserting the following paragraph

in the draft sent you on March 26, of which I attach another copy for your

convenience. The following would come after the paragraph ending at the

top of page 4:

The problem is complicated by the fact that within governments of

countries which are the principal sources of export credits there is often

little control by the political organs responsible for general financial

and aid policies over more or less autonomous institutions which actually

grant or guarantee export credits. There is always pressure on such insti-

tutions by exporters to make credits easily available without reference to

the position of borrowing countries. This whole range of problems is under

continval review in the Development Assistance Committee of the OECD. The

regular exchange of information and views among members of the DAC can

greatly assist governments of creditor countries to identify difficult debt

situations and to plan timely remedial action.

Before circulating the Board paper we will attach an up-dated table

and make the consequent slight changes in the wording of the Annex.

L~loffman/pnA



Mr. Broches March 30, 1970

Michael L. Hoffman

Pearson Commission Recommendation No. 3 Concerning Buffer Stocks

Please note Mr. McNamara's marginal comments and his deletion of

the. paragraph on page 13. Do you want to take this up with him? If not,

how do you suggest that we should proceed?

/4



Mrs. S hirley Boskey March 26, 1970

William S. Gaud

Pearson Commission Recommendation No. 5

Moeen Qureshi, IFC's Economic Adviser, has spent considerable

time looking into this question of financing export credits of the

LDC's. For this reason I asked him to take a look at the proposed

Recommendation No. 5 when you sent it to me. Attached is a copy

of his comments. I hope you will find them useful.

Don't hesitate to get in touch with me -- or with him directly --

if you have any questions.

Attachment

Memo of March 25, 1970 to
Mrs. Boskey from Mr. Qureshi

cc - Mr. Qureshi

WSGaud:dbs



Mrs. Shirley Boskey March 25, 1970

Moeen A. Qureshi

Pearson Commission o. 5

In regard to your draft note on the Pearson Commission's

recommendation No. 5, which was sent to Mr. Gaud, I should like to

draw your attention to the following points First, the last para-
graph of page 3 conveys the impression that the regional banks in

Asia and Africa are actively considering undertaking refinancing of

export credits and might soon be moving in this direction. My im-

pression on the other hand has been that both these banks had ten-

tatively concluded that, for the time being, they were not in a

position to do much in this area. I could well be wrong but it

would be well to check this matter further because it would affect

the general orientation of this note. Second, the U.N. Secretariat

is actively studying the problem of export insurance facilities in

developing countries and is likely to submit a report containing some

specific recommendations within a fortnight or so. Consequently, it

would not be correct to state, as is done on page 4, that no detailed

analysis of this problem has been made so far. Third, I would agree

that if the regional banks were eager to take a lead in the field of

export refinancing, the World Bank group should envisage only a

"last resort" or "supplemental" role for itself in this area. ow-

ever, if this is not the case, there might well be some justifica-

tion for the World Bank group to do something specific with a few

countries outside Latin America which request such assistance, have

clearly a need for it and are willing to establish the institutional

arrangements that would facilitate the provision of such assistance.

One can also envisage the possibility of some IFC role in this field

since it could provide a link between export refinancing and inter-

national capital markets by marketing some of the paper to financial

institutions.

Suggestions for Rephrasing:

1. If my impression in regard to the attitude of the Asian

and African regional banks is correct, then I would suggest the

following rephrasing at the bottom of page 3 and top of page 4:

Page 3, last paragraph replace lines 8-13 by- "I am in-

formed that the Asian Development Bank and the African Development

Bank are also studying the possibility of taking some action in the

area of refinancing export credits granted by their member countries."

Page 4, first paragraph replace first sentence by "If the

regional development banks were prepared to take a lead in this area

of financing, the World Bank group should be ready to offer them its

assistance in any way that the regional banks feel would be useful."



Mrs. Shirley Boskey - -arch 25, 1970

First paragraph, page 1 replace last sentence by- "The
other regional banks have sufficient financial resources to create
similar facilities for their members and since neither we nor they
have yet acquired expertise in this field of financing, it would
not be appropriate for us to seek to develop it if they were pre-
pared to do so.

2. Page 4, second paragraph The possibility of World Bank
financing should not be confined to the existence of a national ex--
port credit institution. I rould therefore su, .est that the first
sentence of the ,aragraph be replaced by {avin aid that, however,
I would not preclude the possibility that one or rore of our devel-
oping member countries might apply to the Bank group for assistance
in financing some appropriate institutional mechanism designed to
facilitate export sales of capital goods produced within the cour-
try.

3. To take account of the U.N. Secretariat's work in the in-
surance field, I would suggest modifications of second sentence of
the last paragraph on page 4 as follows: "The U.N. Secretariat has
surveyed existing insurance facilities and is now studying what ad-
ditional action might be required to supplement existing national
insurance facilities and protect exports more adequately against the
risk of loss on export credits.

4. Some change of emphasis would be desirable in the conclu--
sion, perhaps as follows: 'If, in accordance with the Commission's
recommendations, the regional development banks decide to take the
lead in providing facilities for refinancing export credits extended
by the developing countries, the World Bank should offer to collabo-
rate in such efforts and should assist in appropriate ways which the
regional banks feel would be useful. I believe., further, that, in
appropriate cases if the need cannot be satisfied by a regional bank
or there are special circumstances which justify the assistance of
the World Bank group, the World Bank group should itself be prepared
to consider providing finance directly to export financing institu-
tions established by its developing member countries.

MAQ mm



Mr. Moeen A. Qureshi March 23, 1970

William S. Gaud

Pearson Commission Recommendation No. 5

I would appreciate it if you would look over the attached
paper. It is a draft of a paper to be submitted to the Board by
Mr. McNamara - being one of a series of papers each of which
deals with a recommendation of the Pearson Commission.

This draft will be discussed at a meeting in Dick Demuth's
office on some unascertained date in the future.

Have you any suggestions as to changes? If so, we might
take them up directly with Mrs. Boskey instead of waiting for the
meeting.

Attachment.

WSGaud :jm



March 16, 1970

Mr. Stephen Macdonald
Secretary
Action for World Development
69 Victoria Street
London, S.W. I
United Kingdom.

uear §Stephen:

it was a pleasant surprise to receive your letter yesterday seeking

clarification of the Pearson Report's target for official development

assistance.

My reply may be a little disappointing to you in the sense that there

is no Justification for such a figure as "the" required level of official aid.

Since most economists are increasingly unhappy about long-term estimates of

"capital required" to meet specified growth targets, that should hardly be

surprising.

Rather the Commission arrived at Its target in something like the

following way:

() The traditional 1% target has little operational significance
for donor governments because many of its components are only
indirectly subject to government decision.

(b) The capacity of developing countries to use external capital
effectively for development is now significantly larger than
any level of aid likely to be attained in the foreseeable
future. (The staff did some work of its own in this field
and also drew upon the conclusions of a number of other studies
in the field.)

(c) Because the investment program of most developing countries
must inevitably place heavy stress on sectors whose direct
contribution to the balance of payments is limited (such as
education, ower, ntelecommunications), it is cr!tically
Important, if the financial viability of the recipient
countries is to be maintained, that external capital be made
available on highly concessional terms.



Ir. Stephen Macdonald - - +arch 16, 1"7

These basic propositions suggested the need for a target for official
development assistance and the need to raise it significantly above the
0.,. of GNP achieved by DAC countries in 1968. Some of the Commission
staff were of the opinion that 0.70% was too low but that was the target
eventually settled upon as "simple, attainable, and adequate" (page 148 of
the Report). Though the Report does not say so explicitly, I think the
0.70% target has to be thought of in the same light as the 1% target, that
is as a minimum.

Incidentally, you no doubt know that the Tinbergen Report on the
Second Development Decade suggests a target of 0.75% of GNP for official
aid by 1972.

With best wishes,

Yours sincerely,

Donald T. Brash

cc and cleared with: Mr. illiam Clark

DTBrash:mtb



March 10, 1970

Mr lon .Greenan
irc tor of %siness 1erearch

'rg t i dx

I inne 1li
Uinnesota 5h02.

Dear Mr. 3reenman:

tar. Peter Ailburn, xcutive t to the President o the
Coadiatn ntrn at wnal veloent ,ancy, haL referred yoar en uiry
of February :? t m o reply.

Yo r t correct in u c m aw error in the figure shown
for foreixn direct investmemt by D' "countries in the petroleum ector of
develop countries in 160, on . 75 of "Partners in Developmont'

L have chec&ed the fIgure to whc you refer, and al o those for
the other year:shown in that table. Unfortunately, the figure for
both 1965 and 1966 are incorrect as ;rinted: instead of 1,79 million
and 1,74 r Million respectively, they should read 907 illion and
:; illion rapectively. At one t , we intencdd to how totls for
both "potroleum and "non-petroeumv invetrrent, ind a you will see
there as leary atransposition ofthe two figires for thos~e years in
the 'yir proc s.

- "cely regret any incmenience th s cau sed you.

incerely yours,

Jonld T. Bras~h

cc; Mr. 4ward iailton
Mr. Peter ilburn
i s Ferron



Mrs. Shirley Boskey M-arch 6, 19TO

Alexander Stevenson

Coments on Pearson Commission ecomendation No. 8

I have only a few comments of detail on the February 26
draft.

Page 3, end of first paragraph: I see no reason for
including the "leverage" idea, unless you mean that
there would be little scope or use for the Bank's
giving advice.

Following paragraph: I would suggest the following
redraft:

At the same time, we can continue to make developing
countries aware of the real cost of export credits
and of ways of assessing these costs. And we can
help them make better use of the export credit
facilities available to them, e.g. by attacking the
problem at an earlier stage, that of project prepa-
ration, which is in any case more closely related to
our own lending operations.

Page 4, line 3: "work" is redundant.

line 5: for "will" substitute "should".

line 9: for "less experienced" substitute
"less developed."

AStevenson:js



DECLASSIFIED CONFIDENTIAL

A 0> UZZ SecM70-92

WBG ARCHvES
FROM: The Secretary March 6, 1970

PEARSON COMMISSION RECOMMENDATIONS

In pursuance of the procedure indicated in the Presidentts

Memorandum dated October 10, 1969 (SecM69-472), there are attached

hereto analytical memoranda dealing with Recommendation Nos. 19

and 22 and a memorandum dealing jointly with Recommendation Nos.

24 and 27.

Distribution:

Executive Directors and Alternates
President
President 's Council
Executive Vice President, IFC
Vice President, IFC
Department Heads, Bank and IFC



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASH IN- . F - J5:A.

OFFICE OF THE PRESIDENT

CONFIDENT IAL

March 6 , 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 19 Concerning Integration
of Technical and Capital Assistance

Recommendation

"Multilateral and bilateral technical assistance should be more
closely integrated with capital assistance."l/

Background

This recommendation appears in the context of the Commission's con-
sideration of ways to make aid more effective, and is one of several
proposals concerned with technical assistance.2/ The Commission comments
that technical assistance "often develops a life of its own, little re-
lated either in donor or recipient countries to national or global de-
velopment objectives". It adds that technical assistance "should form
part of any development aid program both at the sectoral level and at the
project level", that it is "often necessary in advance of project selection
to ensure that the right choices are made and that necessary preparations
take place", and that it "must often continue throughout the construction
stage and well beyond in order to ensure that the investment comes to full
fruition. "3/

Ana1ys is

I agree completely with the Commission's view of the importance of
assuring a proper relationship between technical and financial assistance.
Most of the technical assistance which the Bank provides is given in the
normal course of its financing activity and is accordingly completely
integrated with capital assistance. We consider all aspects of a project --
economic, technical, managerial, organizational, commercial, financial --

1/ Report, page 190.

2/ See also the memoranda analyzing Recommendations Nos. 20, 21 and 22.

3/ Report, page 180.
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in the course of appraising it for possible Bank Group support, and make

suggestions, where this seems indicated, for improvements of the initial

plans in any of these respects. And, as the Executive Directors are well

aware, it is our standard practice to do all we can to ensure that the

projects we finance are properly carried out. This is accomplished

through periodic visits to the project by the Bank staff, periodic report-

ing by the borrower, and frequent consultations to anticipate problems

or to work out solutions when problems nevertheless arise.

In the last few years we have givrn increased emphasis to the formu-

lation, and to the earlier step of identification, of projects suitable

for financing by the Bank or IDA. We are doin, this through the work of

our own staff, including economic missions; through the coonerative Programs

with Unesco and FAO: by allocating part of a proiect loan or credit for

studies designed to identify other Projects which the Bank Group might fi-
nance- through loans or credits for sector and feasibility studies,'./ carried

out generally by consultants whose services include training of local per-

sonnel: through grants, of up to 5200,000, for smaller preinvestment stu-

dies. It is our practice, unless the circumstances are exceptional, to

finance only those studies which appear likely if the conclusion is af-

firmative, to lead to Ban Group financinp. We have also stationed staff

members in developing countries with responsihility for providing assist-

ance to governments in nroject identification and prenaration. 1. e., the

Permanent Missions in Eastern and Western Africa, and the Resident Staff

in Indonesia. Similar activities are carried out in the framework of our

apricultural and water development Program for East Pakistan.

The U. N. Development Programme (UNDP) asks the Bank to comment on all

requests from governments for UNDP financing of preinvestment studies and

other technical assistance, and takes the Bank's comments into account in

determining its response to the requests. Applicants for UNDP assistance

are asked to indicate, among other thing how the development of the

economic sector involved fits into preent or proposed Bank Group opera-

tions and how the specific study or oth r activity for which UNDP assistance

is sought fits into that sector. The Bank, in providing the UNDP with in-

formation relevant to the latter's evaluation of the request, typically

also deals with this issue.

As the Executive Directors know, the Bank itself has served as Executin?

Agencv for UNDP-financed preinvestment studies, 10 of which have already

led to Bank Group project financing of about $719 million. Normally, our

willingness to serve as Executing Agency depends upon the extent of our

1/ A "sector study" is the analysis of a particular sector of the economy

looking to the preparation of a coordinated investment program for the
sector and the identification of projects within it. A "feasibility

study" determines whether projects already identified are economically

justified and technically feasible.
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operational interest in the country or program 
for which UNDP assistance

is sought, and upon the availability within the Bank of the knowledge and

technical competence required to organize and supervise the 
particular

study. Where there is a reasonable prospect that a UNDP-financed study

will lead to a project suitable for Bank Group financing, but where it

is unlikely that the Bank will be Executing Agency, we express 
"special

interest" in the proposed study when responding to the UNDP request for

comments. The UNDP will then instruct th Executing Agency to consult

with us during the preparation and exec ti of the project, to submit

draft terms of reference for the study n the plan of operation for Bank

review, and to provide the Bank with copes of all reports pertaining to

the study. The purpose of these arrangements is to help to assure that

our criteria for project identification and preparation will be met by

the Executing Agency and accordingly to facilitate and expedite the 
possi-

bility of Bank Group project financing.

As the Executive Directors know, we are expanding the scope of in-

quiry of our comprehensive country economic missions to include pre-

investment surveys and studies reird - arry out th development

program of each developing country o te relative priority of those

requirements. The reports of thes misions will be made available to

other international institutions, to ornmnts and to the coordinating

groups for which the Bank provi-d,..e orting services 1/ They

should, we believe, help to insure prpties of an integrated countrv

development program, including hot rn ient and inven ent projects,

for consideration by not only the Bpn- roup but other ures of finance,

bilateral as well as multilateral n - wrk we -ve enlisted the co-

operation of the U. N. Development Pro whose Resdent Representatives

will be associated with the missions a w'. play a central role in formu-

lating technical assistance and preinvpsment programs, and of the spe-

cialized agencies particularly concern- ' the Bank' operations -

FAO, ILO, Unesco and WJHO.

Conclusion

I agree with the Commission that the coordination of technical and

financial assistance is an ssential element in achieving tih greatest

possible developmental effectiveness of capital assistance. I believe

that present Bank policy and practice, as well as the directions we plan

for the future, are fully onsstent with the Comission's recommendation.

1/ See the memorandum analyzing Recommendation No. 12, on aid coordination.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON. DC. 20433, U.SA.

OFFICE OF THE PRESIDENT

CONFIDENTIAL

March 6, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 22 Concerning
Creation of International Technical Assistance Corps

Recommendation

"International technical assistance should be strengthened by the
creation of national and international corps of technical assistance
personnel with adequate career opportunities."l/

Background

The recommendation appears in the context of the Commission's consid-
eration of ways to increase the effectiveness of development aid. The
Commission believes that some redirection of technical assistance is
called for and makes a number of suggestions to that end. It notes that,
although it is reasonable to look forward to increases in the developing
countries' supply of trained manpower -- scientific, technical, admini-
strative and educational personnel -- the indications are that these
countries' requirements cannot for some time be met entirely from their
own populations. At the same time, it adds, the supply in donor countries
of persons competent to provide technical assistance overseas is limited, and
competition for their services is keen; in consequence, the average quality
of those offering their services "has tended to deteriorate".2/ The Com-
mission also comments that the short-term employment contracts offered
to experts recruited for field work by U. N. agencies often fail to at-
tract qualified personnel and, in any event, serve to deprive the organiza-
tion of the benefits of continuity.3/ One of several measures which the
Commission proposes as a means of reversing this trend is the recommenda-
tion to which this memorandum is addressed. The Commission points out that
a permanent corps of development personnel with adequate career opportunities

1/ Report, page 190.

2/ Report, pages 183-4.

3/ Report, page 217.
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would offer the elements of continuity and commitment; it might therefore
succeed in attracting greater numbers of qualified personnel. Moreover,
the corps itself, together with cooperating "national teams", could ac-
celerate the integration of multilateral, technic 1 and capital istance,
an objective which the Commission also endorses.1 1

Analysis

This recommendation is not explicitlv directed to the Bank; the Com-
mission does not propose that the Bank take the initiative to establish
an international technical assistance corps. In fact, it appears from the
papers prepared by the Commission's staff that the U. N. Development Pro-
gramme (UNDP) may have been envisaged as the most appropriate situs. In
his study of the "capacity" of the United Nations system, submitted to
the Administrator of the UNDP in September 1969, Sir Robert Jackson like-
wise proposed that a `career service" be established for the permanent
staff engaged in planning and administering the "develonment cooperation"
activities within the U. N. system. and that the UNDP take the initiative
in establishing it.1'

Our experience confirms both the Co misiion's view of the importance
of competent technical assistance and its apraisal of the sunlv situation
in developing and developed countries. We have consistently emphasized to
our borrowers that sound management i essntial to the succ of a project.
We have normally considered a "management" position to be one which, if
unfilled or filled by an unsuitable individual, would have a significantly
adverse effect on the outcome or objectives of a project. Our own expanded
lending program is adding to the demand for management assistance. We have
on occasion tried to help our borrowers to find qualified personnel, through
bilateral technical assistance programs and t international program, the
UNDP's Operational Assistance (OPAS) and it redecessor OPEX. But assist-
ance under bilateral programs, although thorIcally available, may be

1/ See Recommendation No. 19, the subject of a sar ate memorandum.

2/ A Study of the Capacity of the United Nations Development System, United
Nations, Geneva, 1969. Vol. 1, p. 39. The Stud comments that this
proposal is "in keeping with the Commission's recommendation for a
technical assistance corps.

3/ Thus, the term is viewed as includin either an i dal o a r i,
and such functions as the chief executie of a power athority, te
director of . bighway department or other an prt entitv, a techi-
cal or Png'neering director, a finania nma er maners or adisrs
of devt >pment finance compane, a cief accountin offcer, secialis
in agricultural credit or 1Iveto manierent, ducators or educarional
administrators, sector econ:>mis, drohitect-aininistrators, commercial
or marketing specialists, superIntenet., of h maintenance, and
the like.
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unacceptable in practice for political considerations. As for the Inter-

national program, both OPAS and its predecessor have been subject to a

number of limitations, including in particular the fact that they have

not been able to offer career o ortunities.

Because of the difficulties encountered in finine aualifled mars4,
particularly for the agricultural projects which play such a large role in

the economies of developing cointries. the Bank itself set up an Agricul-

tural Development Service (ADS) in 1966 to orovide or retain managers,
through secondment, for agricultural nroects in East Africa,l/ and sub-

sequently itself employed and seconded m ers fr several livestock

projects in Latin America and Africa where there apneared to be no suit-

able alternative. In addition, the Bank has on occasion seconed advisers

or managers to development fnnc companies. In planning prosp tive Bank

Group operations for the next sveral vears, the Projects Departments re-

viewed the need for managers t operate the croiecs scheduled in the pro-

gram, and concluded that for a large number of positions no qualified local

managers would he available. There is some reason to believe that, for

one or another of the reasons identified by the Commission, it may not be

nossible to fill all these oitons with eualified expatriates, whether

through direct employment by the rospective borrower or through the

existing bilateral or internationat prorean The projected shortave of

managerial talent might well impede the successful implementation of our
lending nrogram in a number of countries To avert this dancer, we have

under review within the staff the desirabliy of establishing, on an

experimental basis, a program (additional to the ADS) under which the Bank

would hire and second, on an ad hoc basi, liited number of managers

for Bank--financed projects. Shoud xe conclud that this would be ad-
visable, I shall put a propos alto th:--es c -t - i corsfo arove 1.

The existence of a corps technical aisne personl such as
the Commission recommends mi ht well hv Led the e for th Bank

to consider taking such a sten, V b it would he feasible to

create such a corps and that the career runities It would rovide

would serve, perhaps not immediately, t r time, to attract the wide
range of competence for which there is need. I have no doubt that there

would be occasion for the Bank lr- o o : rs , to draw upon a soundly

organized corps.

Conclusion

I fully agree with t Con <o < : er L ii i' ofa
national corps with career possiiities cold ignifian imorove the

effectiveness of technical assistance. I beleve ha the Bank should

encourage creation of such a corps unde t ce of the U.
velonment Programme

1/ See SecM65-170.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

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

OFFICE OF THE PRESIDENT

CONFIDENTIAL

March 6, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendations Nos. 24 and 27 Concern-
ing Research

Recommendations

"Multilateral lending agencies also will need to finance research
and development projects on a larger scale than before. The
World Bank Group, as well as the Regional Banks, should pay
greater attention to problems of research and development in
their country studies and should themselves identify needs for
scientific and technological research."I/

"Regional or national laboratories and research institutes should
be established to study techniques of natural resource utiliza-
tion and to improve industrial product design and production
techniques . . . Industrialized countries should assist in the
establishment of international and regional centers for scien-
tific and technological research in developing countries,
designed to serve the community of developing countries and spe-
cializing in distinct fields of research and their application."V/

Background

These recommendations appear in the context of a strong plea by
the Commission for greater support, by all sources of development
assistance, multilateral and bilateral, for research activities
focused on development problems. Research in new techniques of educa-
tion and in human reproduction and fertility control are specifically
proposed for financial support by the Bank Group.2/ The portion of the

1/ Report, page 205.

2/ Report, page 207.

3/ The recommendation for support of research in education (Recommen-
dation No. 26) is the subject of a separate memorandum. The recom-
mendation for support of research in human reproduction and
fertility control (Recommendation No. 23) will also be separately
analyzed.
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report concerning assistance to research in general, in which the recommen-
dations quoted above are found, suggests several other areas as deserving
of investigation (e.g., tropical agriculture, housing and urban planning,
utilization of natural resources, improved design of industrial products,
weather control), but adds that it is not possible at this point to identify
the specific subjects that might most usefully be studied.

Noting that a considerable, but insufficient, amount of external
assistance has been devoted to research in the past (especially in agricul-
ture and medicine by former colonial governments and by private founda-
tions), the Commission takes the view that not enough thought has been given
to getting the most out of this total international effort. Research
efforts in the developing countries have too often been imitative of re-
search done in wealthier countries; too often their budgetary support has
been wholly insufficient; and too often limited funds and research staff
have been scattered too thinly over too wide a set of activities. Also,
too few resources have been devoted to social science research. To overcome
these many deficiencies, the Commission recommends that developing countries
establish top policy-making bodies to guide scientific and technologica.
research activities and to link the nation's scientific community to plan-
ning authorities. Activities regarded as "scientific" should be linked to
universities; activities to promote technological change should be assisted
by the establishment of regional or national laboratories and researc h in-
stitutes.!! Although there is no formal recommendation by the Commission
that the Bank should finance the establ ishment of such technology-changing
institutions or that it should assist in the establishment of international
research centers designed to serve the needs of several countries, the text
makes clear that the Commission believed that the Bank should do so.

Anal ysis

The Commission's emphasis on the need for more research on applied
development technology and for its necessary scientific infrastructure is
surely correct. We can, I believe, accept the recommendation that we
broaden our country study work to include consideration of scientific and
technological policies and institutions. I am instructing the Area Depart-
ments to arrange for coverage of this topic in country economic reports when
in their judgment it would be both practicable and important from the stand-
point of the country concerned to do so. I am also instructing those
Departments to place the topic on the agenda of m ings of Bank-sponsored
aid coordinating groups when they consider that it would be appropriate and
useful to have it discussed by donors,

In the past, the Bank Group has been more concerned with the transfer
of existing technology to the developing count ries than with the adaptation
of technology or the development of new scientiftc and technological knowl-
edge. Occasionally we have supported research and development-oriented ac-
tivities and institutions when these were integrated into projects: for

1/ Report, page 203.
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example, we have helped to finance agricultural research activities as an
aspect of an agricultural college or a multipurpose water-use project. But
we have not directly financed activities and institutions which are
primarily research and development-oriented.

I believe that we should accept in principle the Commission's view
that the Bank Group should be prepared to finance the establishment of
national and international research and development institutions. Indeed,
as the Executive Directors will recall, their report on "Stabilization of
Prices of Primary Products,"'' which I transmitted to the Board of
Governors on June 25, 1969, stated that the Bank Group would be prepared
to "participate in financing agricultural and other research having high
priority in developing countries, as much as possible in cooperation with
other national and international institutions."

The record of technological and research institutes is not everywhere
favorable. Frequently they have functioned without any clear set of
national policies, with wholly inadequate budgetary support and a conse-
quent inability to attract competent staff; often they have failed to
establish effective relationships wi he productive sectors they are in-
tended to serve. On the other hand, there are a number of successful re-
search and development institutions, both national and international, which
demonstrate the extraordinarily high productivity which these activities
can attain if properly organized, financed and staffed. It would be impor-
tant, I believe, that we limit our support to institutions operating in
fields in which we possess the expertise necessary to evaluate performance
or where we can ally ourselves with a technical partner competent to pro-
vide it. This suggests that for the present we should concentrate primar-
ily on the fields of agriculture, industry, education and population, in
all of which, as the Commission suggests, there is need for a great deal
more research. We would of course wish to be sure that the particular
institute proposed for Bank Group finacing was soundly organized and man-
aged or, in the case of a proposed nEw nstitute, that the contemplated
arrangements are satisfactory.

The financing of national institutions presents no particular prob-
lems. They may appropriately be financed by a loan or a credit to the

government concerned. Some financing of local currency expenditures may be
required.2/

International institutes are in a different category since their ac-
tivities are designed for the benefit of a number of countries, not merely
for the countr in whic they are located. Always assuming they are
soundly organized and managed, institutes of this type are, I believe, par-
ticularly wth of our support. An international institute can expedite
the establishment of, strengthen, and provide guidance to, national insti-
tutes and programs, which can be fit from and adapt to their own

1/ R69-144/1, June 24 i969

2,/ See the memorandum analyzing Recommendation No. 17, on financing of lo-
cal Currency expenditures
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requirements the work done at the international center. The teams of scien-

tists assembled at an international institute can provide training of scien-

tists and technicians to staff national institutes and may be called upon by
the latter for advice and technical assistance. Through them, programs car-

ried on in individual developing countries can be linked together. The

International Rice Research Institute in the Philippines and the Center for
the Improvement of Maize and Wheat in Mexico are outstanding examples of

what can be accomplished.

In October 1969 I invited the U.N. Development Programme (UNDP) and the
Food and Agriculture Organization of the United Nations (FAO) to join with

the Bank in exploring the possibility of mobilizing long-term financial sup-
port from international agencies, governments and private sources to supple-
ment present arrangements for financing existing international agricultural
research institutes and, over time, a number of new ones. The UNDP and FAO
have both expressed interest in cooperating with us in this matter. If, as
I hope, the exploratory discussions prove promising, I shall make specific
proposals to the Board with respect to the Bank's participation.

At present we do not have any ce ide of the order of magnitude of

financial support which could usefully and appropriately be provided. I be-
lieve, therefore, that, while accepting the policy of Bank Group support for
research, we should proceed on a pragmatic basis, starting with the initia-
tive relating to international agricultural esearch institutes mentioned

above.

Concilusion

The Commission's recommendation that our country economic reports take
explicit account of problems of research and development, including, where

feasible, the identification of ned for ntifir and technological re-
search, should be accepted. We shou l o pt, in principle, the recom-
mendation for Bank Group support of natd international research and
development institutions which satisf no project criteria. We
should confine ourselves initially to rcae intitutes in the fields of

agriculture, industry, education and population If the initiative already

put in train to mobilize long-term financial support for international

agricultural research institutes proves successful, I expect to present

specific proposals for Bank Group participation to the Executive Directors

for approval.
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AFRICAN DEVELOPMENT BANK

COMMEI'NTS ON

PEARSON CO1I.TSSION'S PjORT

" PARTNERS IN DEVELOPMENT "

The African Development Bank would like to pay a tribute

to the Pearson Comission for its valuable contribution to an

analysis of the problems of development and of the r6le of

external aid and trade in such development. Although many of

the problems of development aid and trade were well-known, it

nevertheless required such a high level body as the Pearson

Commission to state them with authority and conviction. The Bank

would like to lend its support to many of the recommendations

of the Commission even though it may have a divergent point of

view on some of them.

The Commission has pointed out how, in recent years,

the volume of aid has stagnated,, terms have hardened and conditions

have become more restrictive and has emphasized the need for an

increase in the volume and an improvement in the terms of aid,

It has explained that the aid-givers restrictions on the use of

their aid create problems which are often mistaken for inadeluate

absorptive capacity and that the tying of aid to puschases in

donor countries imposes both direct and indirect costs on aid

receivers and distorts the channels on world trade. It has

stressed the desirability of channeling increasing amounts of

aid through international agencies. It has emphasized the impor-

tance of official aid and has explained that, in spite of the

many contributions of private foreign investment, the latter does

not constitute an alternative to aid . It has also explained how

excessive extension of export credits to developing countries has

in some cases given rise to acute debt crises. It has made

numerous positive suggestions in the fields of aid and trade including



growth target of the CNP of the developing countries during the

19701s; proportion of official assistance to the total flow of

resources; progressive untying of aid; terms of official assis-

tance; debt relief; programme lending; strengthening of regional

development banks; removal of quantitative restrictions on the

import of manufactures and semi-manufactures by the developed

countries; establishment by the developed countries of a genera-

lized non-reciprocal scheme of preferences for manufactured and

semi-manufactured products and processed goods from the developing

countries; and financial support to development banks and clearing

and payments unions for promoting trade among developing countries

on a regional scale. The Bank1 s comments on some of the other

numerous recommendations are given in the following paragraphs.

1. The Aid Target

As regards aid, the Pearson Commission has endorsed the

target of 1% of the GNP (at market prices) of the developed

countries and has suggested 1975 as the date by which this larget

must be achieved. The aid is not an end in itself but is a means

for the achievement of another and more important objective, namely,

the 6% rate of growth of the developing countries. It is under-

stood that the achievement of the latter objective is possible only

on the assurmption that the domestic savings of the developing

countries are supplemented by a flow of resources from abroad

equivalent to 1% of the developed countries t GNP. The fixation

of 1975 as the date for the achievement of the aid target implies

that the flow of external resources to the developing world would

be less than 1% of GNP in the period before 1975. This would, in

turn, mean that the economic growth objective would not be reached

till after 1975, which would seriously jeopardise the objectives

of the Second Development Decade.
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The aid target is within relatively easy reach. What is

lacking is not so much the resources as the political will on the

part of the developed countries. If the developed countries can

be convinced about the importance of the mutually beneficial

development objectives to themselves and to the low income

countries, the increase in the flow of resources to the

developing world can be accelerated. It should then be possible

to reach the aid target much earlier than 1975.

2. Growth Target and Allocation of Aid

The Commission has suggested 6% as the minimum rate of

growth of the national product of the developing countries.

It is necessary to emphasize that it is the minimum and not the

average rate of growth, for any region or country having a rate

of growth less than this would not be able to achieve an

appreciable improvement in its per capita income or have any

prospect of reaching a stage of self-sustaining growth in the

foreseeable future. So all efforts, including the provision

of external aid, should be directed to the achievement of this

minimum rate of growth for every region in the world. The

criteria for the allocation of aid should, therefore, be so

conceived that each region or country should receive aid in

accordance with its requirements for the achievement of the

above-mentioned growth target.

The Comnission has suggested "performance" as the

principal criterion for the allocation of additional aid.

Performance has been defined by the Commission as "movement

toward financial independence" of which there are "only two

direct manifestations, namely, adequate and sustained increases

in the ratio of domestic savings to national income and in the

ratio of exports to imports". This criterion for aid allocation is
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heavily weighted against the least developed countries in the

developing world. These countries have inherited weak administra-

tions and deficient educational and health facilities from their

colonial rulers. Even if they make an extraordinary effort to

increase their tax revenues, the bulk of these revenues is likely

to be used up in strengthening the administrative machinery and

improving the educational, health and other social services. As

the recurring expenditure on administration and social services

is not regarded as saving, there may be little or no increase in

public savings. In the absence of an entrepreneurial class, a

substantial increase in private savings is doubtful. Thus there

may be no increase in the overall saving ratio. Again a country's

development effort is usually reflected in an increase in imports,

to provide the import component of development. So the greater

the development effort, the greater would be the increase in the

import bill. It is, therefore, clear that even if a country is

successful in increasing its exports, the ratio of expovts to

imports may not improve or may even decline, because of the

increase in development imports.

A more objective criterion would be that of "need". An

estimate of the resources required for the achivement of the 6%

growth target may be prepared for each region and country. The

country concerned should be expected to make a determined effort to

mobilize its own savings for development and the difference between

the resources required to reach the growth target and the resources

to be mobilised by the country should be protided as aid.

The rate of growth in the African region has been the

lowest in the world - 4% as against 5% in the developing world

as a whole - during the 1960's. It is the considered opinion

of ADB that Africa can achieve a 6% growth rate in 1970rs.

But this would require proportionately much greater effort than
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in the rest of the developing world.

The Commission envisages the doubling of aid to Africa

by 1975 on the basis of its absorptive capacity. This rate of

increase in aid is about the same as for the developing world

as a whole, for, according to the Commission's calculations, the

developing world, on the basis of 1% of the GNP target, should

receive from the developed market economy countries $23 billion

in 1975 as against $12.8 billion in 1968. The question arises

whether the doubling of aid to Africa by 1975 would be adequate

for the achievement of a growth rate of 6%. If the developing

world needs a doubling of aid to increase its rate of growth from

5% to 6% - an increase of 20% - it is very doubtful that the

same rate of increase in aid would enable Africa to increase its

rate of growth from 4% to 6% - an increase of 50%. IBRD and IDA

plan to increase their aid to Africa threefold during the next

five years. Probably the same rate of increase would be more

realistic for aid to Africa from other sources as well. It goes
aid

without saying that this/would have to be on concessional terms.

In any case it is necessary that, in spite of the difficul-

ties involved, a detailed study of the aid requirements of the

African region should be undertaken and the aid to the region

should be tailored accordingly.

3. Role of Developing Countries in the Decision making Process

For development to be meaningful it is necessary that the

priorities for development should reflect the felt needs of the

people.

Foreign aid plays a crucial role not only in filling the

resources gap but also in providing foreign exchange which is

essential for meeting the import component of development and

without which even some of the potential domestic savings can be
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frustrated. In view of this the purposes for which foreign aid

becomes available determine the priorities for the aid receiving

country. It, therefore, frequently happens that aid distorts the

priorities for development. The relationship between the donor

and the receiver is an unequal one, the latter being in a very

weak position. He has to "take it or leave it". Beggars are

no choosers.

Under the existing conditions the developing countries

do not have an effective voice in the decision making process

with regard to the provision of aid. Most of the aid giving

agencies, bilateral as well as multi-lateral, are dominated by

the developed countries. In spite of all good intentions, the

developed countries are not in the best position to decide the

order of priorities for the developing countries. But in fact

they do so by deciding the purposes for which aid is 
to be

provided. They are generally guided in their aid policies by

a development philosophy which is frequently determined by their

own historical background and which may not be based on a proper

awareness of the social and cultural conditions and the aspirations

of the people of the developing countries. Many of the social and

political tensions prevailing in some of the developing countries

at present can be traced to the unconscious imposition, through

the aid mechanism, of the western development philosophy and

values on these countries.

It is unfortunate that the Pearson Commission has not

paid sufficient attention to this basic question. It is impera-

tive that the developing countries should be free to determine

their priorities for development through their own institutions.

The aid-coordinating machinery proposed by the Commission should

be charged to ensure this. Amongst the financial agencies, the

developing countries have an effective voice in their regional



development banks. These banks should be represented in the aid-

coordinating machinery and should be entrusted with the formulation

of aid policies for their respective regions.

4. Private Foreign Investment

In the course of its discussion of private foreign investment,

the Commission has referred to private bodies such as the ADELA

group for Latin America andi the recently formed Private Investment

Company for Asia (PICA) and '-as suggested that such bodies can

mobilise additional capital and acquaint a wider circle of investors

with the possibility of profitable investment in developing

countries. This is in conformity with the views of ADB which

has already sponsored the establishment of a private multilateral

finance company for Africa (SIFIDA). In this connection the Bank,

during the last two years, contacted about 150 banks and industrial

firms of international repute from fourteen countries, namely,

Belgium, Canada, Denmark, Federal Republic of Germany, France,

Japan, Italy, Luxembourg, Netherlands, Norway, Sweden, Switzerland,

United Kingdom and U.S.A. and has had several meetings with the

representatives of the prospective shareholders. Arrangements

for the establishment of the Company are at an advanced stage

and the Company is expected to come into being in July 1970.

5. Least Developed Countries

The Commission has rightly expressed great concern for the

least developed amongst the developing countries. But, as has

been explained earlier, these countries would not qualify for

much additional aidif the id criterion as proposed by the

Commission is adopted. A more positive approach is necessary

for tackling the problems of such countries.

Many menber countries of the African Development Bank

are amongst the least developed. The Bank has been studying

their problems since 1966 and has under consideration a



Special Programme for helping them. The economies of some of

them are stagnant and are likely to remain so unless positive

action is taken to tackle some of the basic causes of stagnation.

The physical infrastructure is deficient and the admniistrative

and technical resources are in short supply. In some cases the

Government revenues are inadequate for maintaining an efficient

administration, the resulting administrative weakness becoming

another inhibiting factor for growth. Some of them are so small

that individually they may not be able to provide a big enough

market for minimum economic units in industrial and other fields.

Their own resources for development are meagre and they are unable

to secure external aid partly because they do not have well

conceived development programmes or properly formulated aid-

worthy projects. The Special Programme conceived by the Bank

for these countries comprises an anlysis of the causes of stag-

nation, the identification of strategic sectors the development

of which can initiate the process of growth, and the formulation

and implementation of the necessary programmes and projects.

Iti is expected, that once the process of growth has been initia-

ted and the first steops in overcoming the basic problems have

been taken, development will gather momentum in due course.

The approach of the Special Programme will be both

national and multinational. The economic problems and development

potential at the national level would be studied. At the same

time the possibilities of international cooperation, of which the

costs and benefits are to be equitably shared amongst the parti-

cipating countries, would be identified. The Bank would provide

technical ascistance for the formulation of programmes and

policies and the preparation of feasibility studies for aid-wo-rthy

projects, thereby increasing the countries' absorptive capacity

for aid. The Sank believes that the participation of the countries

concerned in the Programme can be easily secured if it can provide
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sufficient soft resources, which it lacks at present, to supplement

the resources mobilised by the countries, for implementing it.

It is the considered opinion of the Bank that an approach somewhat

on the above lines would be necessary if the 6% growth target is

to be achieved by the African countries. It is inplicit in

this approach that external aid on a larger scale

than the one envisaged by the Comnission and on soft terms would

be required by the African countries.

6. Rble of the Regional Developnent Banks

The Comission has suggested that the r6le of the

regional developmentbanks should be strengthened.

These banks have intimate contacts with, and a proper

appreciation of the problems of their member countries. 3esides,

the latter consider them to be their own institutions and discuss

their problems with them with much greater freedom and frankness

than with cxternal agencies. Tithin the framework of an international

development strategy, these bankscan ma-ke a useful contribution

by assisting their members in the formulation of development

programmes and policies; by uncertaking pre-investment and

feasibility studies; by taking an initiative in identifying

and, where possible, financing programrc of economic co-operation

and integration; by identifying areas of development requiring

programme aid and extending such aid; and by assisting the

relatively less developel countries in the formulation and

implementation of special programmes tailored to their requirements.

They can be an important means for channeling resources to the

developing countries on the basis of well conceived development

programm es and the felt needs of the people. Their expertise can

be utilized in the coordination and direction of aid at a global

level; in the co-ordination of technical assistance; and in the

review of the international development strategy. But all this
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will be possible if they are provided with sufficient financial

resources. A substantial amount of the increase in the official

aid to be made available to multilateral agencies as proposed by

the Commission, should be extended-to-hem. Again if some

portion of the SDRs is to be used fir development, a part should

be channeled through them.

The African Development Bank's own capital resources which

have been subscribed by its member countries, and which represent

a great effort at self-help on their part, are available for loans

on conventional terms only. The Bank is, therefore, trying to

establish an African Development Fund for providing soft resources

to its member countries and has approached capital exporting

countries for making contributions to the Fund. If the African

countries[ self-help efforts through the Bank are supported by

adequate contributions to the Fund, it would go a long way in

promoting social and economic development of the African countries..

7. Co-ordinating Machinery for Aid

The Commission has suggested the creation of a co-ordinating

machinery for:-

(i) relating aid and development policies to those concerned

with trade monetary policy and private capital movements;

(ii) standardized assessment of performance of developing

countries by generally accepted performance criteria;

(iii) clear, regular and reasonably authoritative estimates

of development objectives and aid requirements;

(iv) balanced and impartial reviews of donor aid policies

and programmes from the stand point of their contribu-

tion to development and the discharge of commitments

undertaken.

The AD3 supports this proposal and suggests that the proposed

machinery should include the representatives of international

agencies, including regional development banks, and of donors
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and recipients. The representation of the regional banks and

the recipients at this coordinating machinery is essential to

ensure that it is not donor-dominated and does not impose on the

developing countries the donors' dexelopment philosophy unrelated

to the conditions in the developing countries.

8. Commission's Recommendations to International Financing Agencies

The Commission has addressed some specific recommendations

to the international financing agencies. The ADBIs comments on

such of these recommendations as are of interest to it are given

below.

(i) Commission's Recommendation

"Financing of reasonable buffer stocks in support

of well-conceived commodity agreements and policies

should be recognized as a legitimate object of foreign

aid" (Ch.4, Rec. 4, p.97).

ADBIs Comments

The Bank has always kept in view the problems of

primary commodities. In particular, it has partici-

pated in the discussions leading to the establishment

of a coffee diversification fund. This is also an

area in which the Regional Development Banks can play

a leading role.

(ii) Commission's Recommendation

"R'egional development banks in co-operation with

other international agencies should take the lead in

making available special funds for the re-financing

of export credits granted by developing countries and

to establish regional export credit insurance scheme"

(Ch.4 Rec.10, p.9 8 ).



ADB's comments

The ADB has been studying various possibilities

for the prcv- sion of export creAits to exporters in its

member countries, nc 7 uding the possibility of ADB

re-financing the export Vc ts granted by its member

countries. The Bank would take appropriate action

depeniding upon the results of the study.

(iii) Commissionts recormonLation

"At the international level, talks leading to
the establishment of - multilatcral investment insurance

scheme should be pursued vigorously" .(Ch.5,text,p.Io9)

ADB's Comme nts

ADB would be wiling to participate in talks

with other agendies for the establishment of an inter-
natioal investenort insurance scheme.

(iv) Qommission a Recomn endation

The Comission.....urges international
institutions such as the World Bank to givo suitable
technical assistance to developing countries in their
appraising the terms of export credits offered to them"
(Ch.5, page 121)

ADB's Comments

It is the ADD's policy to assist its member
countries, in appraising the terms of export credits
offered to them. However, t last analysis it

is the capital exporting countries which will have to
provide the solution to the probleris created by
export credits by refraining from. offering such cre-
dits on onerous terms.

(v) Zorm missi on's Receomraendalton

"Preparatin~ should begin at the earliest
possible maoment for establishment, where necessaryof
new multilateral groupings which provide for annual
reviews of the development performance of recipients
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and the discharge of aid and related commitments by

donors. The World Bank and the regional development

banks should take the lead in discussions to this end,

and the World Bank, or another appropriate existing

agency, should protide the necessary reporting services

for such groups'. (Ch.6, Rec. p.135).

ADBts Comments

ADB is already participating in some of the

existing consultative groupings for African countries

and would be prepared to participate in new multilateral

groupings for annual reviews of the development per-

formance of recipients and the discharge of aid and

related commitments by donors. It would also welcome

an opportunity to discuss with IBRD and other regional

banks the arrangements for the necessary reporting

services for such groupings.

(vi) Commissiont s Recommendation

"We recommend greater help to development banks

and similar institutions in developing countries."

Ch.9, Text p.179).

ADBs Comments

As a matter of policy the ADB has been giving

assistance to sub-regional and national development

banks. The assistance provided by the Bank has taken

many forms including the transfer of skills among

African countries. The Bank has participated in the

equity of a national and sub-regional development bank

to enable them to mobilize additional funds from other

sources. It has also provided lines of credit and

granted technical assistance to development banks.

It does also provide training for staff members of
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these banks at its Headquarters in Abidjan as well

as opportunities for the appraisal of specific

projects which they may be considering for financing.

The ADB's investments in sub-regional and national

development banks are temporary in the sense that as

soon as these banks have reached a satisfactory level

of performance, ADB would revolve its portfolio by

making its shares available to indigenous bodies

and persons.

On the occasion of the Fifth Annual Meeting of

the Board of Governors in Freetown, Sierra Leone, in

August 1969, ADB convened a Leeting of the heads-'of

African national development banks in order to get a

more intimate understanding of their problems and

better co-operation between them and the ADB. It was

agreed that ADB should convene, some time in 1970,

a conference of all national development banks and

finance corporations in Africa to explore the possibi-

lity of the adoption of a common development strategy

by the banks and to consider ADB's policy for

assistance to them.

(vii) Commission's Recommendation

Multilateral agencies should extend the practice

of joint or parallel financing of projects (Ch.9

rec.6, page 189).

ADBIs Comments

The ADB is following a policy of joint or parallel

financing of projects and has been initiating proposals

for such financing. It has already participated in

joint financing of projects with a bilateral donor and

awther internationIl agency.
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(viii) Commission's Recommendation

"Aid-givers should remove regulations which

limit or prevent contributions to the local costs

of projects, and make a greater effort to encourage

local procurement wherever economically justified".

(Ch.9, rec. 10, page 190).

ADB's Comments

The Charter of 4DB and its Loans and Investment

Policy Statement provide the necessary latitude for

the fulfilment of this objective. Indeed the Bank

has provided funds for meeting a part of the local

costs of some of the projects financed by it.

(is) Commission's Recommendation

"Aid-givers should adapt the forms of aid to the

needs and level of development of the receiving

country and recognize the great value, in many cases,

of more program aid".

ADBIs Comments

The ADB firmly believes in the necessity for the

adoption of the forms of aid to the needs and level

of development of the receiving countries. One of

the most important features of the ADB's proposed

Special Programme for its relatively less developed

member countries is that aid should be tailored to

the needs and the stage of development of the countries

concerned. It is based on a programme rather than

project approach and would require, for its implementa-

tion, substantial amounts of programme aid in addition

to project aid.

(x) Commission's Recommendation

"Multilateral and bilateral technical assistance

should be more closely integrated with capital

assistaince". (Ch.9 rec.1, p.190).
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ADB's Comments

The ADB believes that teochnicl assistance should

be integroted with capital assistance, for, in

the absence of z rosonable prospect of financing

of the cOpital costs of n project, the provision

of technical assistonce becomes merely an academic

exercice.

9. Invisibles

In the context of mobilization of resources the role of

domestic sovings connot be over-omphasized. in this field, over

the last two years the ADB hos been engcged in the study of the

possibility of instituting co-operation among African countries

in the fields of insurance, reinsurance, and shipping at the

national and sub-regionol levels. The aim of the ADB is to

evolve arrangements which will onble its member countries to

retain within Africa the grentest part of the insurance and

reinsurance premium and shipping Yevenuec which at present flow

abroad. As is well known, such invisible outflows contribute

substantially to the drain of the local resources th7t ore bodly

needed for development of Afrion countries.
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February 11, 1970

Mr. Arthur Karasz
Director
European Office
International Bank for Reconstruction

and Development
4 Avenue d'Iena
Paris 16a, France

Dear Arthur:

With reference to the letter to you from Mr. Siotis concern-
ing the May seminar for African diplomats to discuss the Pearson
and Jackson Reports, I note that you think you might have some
difficulty keepin, the date. Dick has asked if I would like to do
it. If I can arrange one or two other things about that time, I
think I would like to go to Bellagio. However, I did not have a

chance to talk to him about this before he left for the Caribbean
over the week-end. Could you please just tell Siotis that we ex
pect to be able to offer a staff member and will let him know
within a few weeks who it will be.

Sincerely,

.lic ael L. Hoffman
Associate Director

Development Services Department

MLHo f fman /pnn

(Incoming temporarily retained in DSD)
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February 4, 1970

Lady Jackson
Albert Schweitzer Professor in
International Ecoacmic Development
Columbia University
622 West 113 Strect
New York, N. Y. 10025

Dear Lady Jackson:

Thank you for inviting me to the Conference on tie Pearson

report. I shall be glad to attend tCe meetings scheduled for February

20 and 21 in New York. !y colleage William Clark has already

indicated to you that I shall make my own arrargements for travel and

hotel acconnodations.

Sincerely yours,

John 1. Adler
Director

Programming and Budgeting
Department

Enclosures
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PEARSON COMIISSION RECOMMENDATIONS

In pursuance of the procedure indicated in the President's

Memorandum dated October 10, 1969 (SecM69-h72), there are attached

hereto analytical memoranda dealing with Recommendation Nos. 12, 25,
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

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

OFFICE OF THE PRESIDENT

CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: PEARSON COMMISSION RECOMMENDAT IONS
RELATING TO THE WORLD BANK GROUP

Attached is the second group of memoranda analyzing Pearson Commission
recommendations. This group deals with the following recommendations:

Recommendation No. 12: Aid Coordination

Recommendation No. 25: Population Problems

Recommendation No. 26: Education

Recommendation No. 28: Country Economic Reports

Recommendation No. 29: Blending of Loans and Credits for
Single Projects and Programs

The numbers assigned to the recommendations are those which appear in
the list of 33 recommendations relating directly to the activities or poli-
cies of the Bank Group set forth in SecM69-472, dated October 10, 1969.

Soms of these memoranda raise issues of substance and I propose, there-
fore, to schedule several of them for discussion at an early date.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

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

OFFICE OF THE PRESIDENT

CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 12 Concerning Aid
Coordination

Recommendation

"Preparations should begin at the earliest possible moment for estab-

lishment, where necessary, of new multilateral groupings which provide

for annual reviews of the development performance of recipients and

the discharge of aid and related commitments by donors. The World

Bank and the regional development banks should take the lead in dis-

cussions to this end, and the World Bank, or another appropriate

existing agency, should provide the necessary reporting services for

such groups."1/

Background

This recommendation reflects the Commission's concern about the extent

to which development assistance is still uncoordinated, unrelated to any

agreed set of priorities in the economies of recipient countries, and in-

sufficiently guided by and responsive to "development performance" as con-

trasted to other considerations, such as historical relationships between

donors and recipients and political objectives of donor governments. The

Commission considered that the Bank's activities in the field of aid co-

ordination, particularly its sponsorship of coordination machinery such as

consortia and consultative groups, and its staff support of aid coordina-

tion exercises sponsored by others, have made an important contribution to

the solution of this range of problems. The recommendation, in effect, is

that these efforts should be pursued and, where appropriate, expanded to

cover additional developing countries. But the Commission also proposed

that coordinating efforts be deepened and strengthened in various ways,

e.g., by extending them to technical assistance and by giving the coordinat-

ing groups responsibility for reviewing not only recipient country

1/ Report, page 135.
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performance but also the extent to which donor 
countries' aid and related com-

mitments towards recipients have been discharged. The Commission further sug-

gested that, for at least some of the proposed new groupings, coordination

might be effected through regional arrangements. 
It believed that the partici-

pation of other developing countries in addition to the recipient would be par-

ticularly useful, citing as a precedent the reviews conducted by 
the Inter-

American Committee for the Alliance for Progress (CIAP). Finally, it proposed,

with respect to the regional development banks, that they should play some

role in initiating discussions looking to the creation of new groupings, and

might eventually, as and when they develop the capacity to do so, provide some

of the requisite reporting services for the new groups.i/

Analysis

As the Executive Directors know, we are substantially expanding our pro-

gram of economic missions. Annual reviews of development programs and perform-

ance will be prepared for all developing member countries with 
a population of

more than 10 million (these approximately 30 countries account for over 80%

of the total population of developing member countries). Reports on the other

developing member countries will also be prepared on a regularly scheduled

basis, biennially or triennially. Economic reports will not only be undertaken

on a more frequent and more regular schedule than has been the case in the past

but, in addition, they will be far more comprehensive. They will provide:

(a) an evaluation of the situation and prospects of the economy;

(b) an analysis of the country's development objectives and of the major

development obstacles and assets of the economy;

(c) an informed judgment concerning the appropriate development strategy

to be pursued by the government concerned and the likelihood that it

will take the action required to carry out that strategy;

(d) an assessment of domestic and external financing requirements and 
of

the possibilities of meeting them;

(e) an analysis of the principal preinvestment surveys and 
studies re-

quired to carry out the development program and of the relative

priorities of those requirements;

(f) an appraisal of the available machinery for planning and for the

formulation of economic and financial policy;

(g) an analysis of the problems of investment and resource 
mobilization

and allocation within the economy and among sectors, of external

debt prospects, of appropriate borrowing terms, and of creditworthiness;

(h) an evaluation of the country's population problem and program; and

(i) an appraisal of the "quality" as well as the "quantity" of economic

development, e.g., they will discuss income distribution, literacy

levels, life expectancy, trends in unemployment, etc.

1/ Report, pages 130-131.
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The Bank's experience indicates that the most important element in pro-
moting coordination for any developing country, whether or not a formal aid

coordination group exists, is the provision to all interested donor govern-

ments and institutions of objective, comprehensive and up-to-date reports of

this kind. Such reports are necessary to provide guidance for those who make

decisions about aid programs; help all concerned to proceed on the basis of a

common understanding concerning the crticaI development problems facing each
country; indicate priority sectors for financial and technical assistance;

and, to an increasing extent, outline development strategies agreed between

the country in question and the Bank as being both reasonable and worthy of

international support.

Effective coordination of the aid programs of a number of donors, whose

objectives and motivations may not be identical and whose approaches and

systems of administration are likely t diffe from one another, is a delicate

and complex task, the difficulty of wich should not be underestimated. While

we have been making progress in this task in some countries, as the Commission

recognized, I fully agree with the Commission's view that not nearly enough

has been done. During the past year, for eample, only 12 of the approxi-

mately 30 countries to which we plan to send annual review Missions were the

object of attention by multilateral meetings reviewing both the development

performance of the country in question and the development assistance activi-

ties in that country of interested donor governments and international agencies.

I am convinced that most, if not all, of the 3 countries, and others as well,

could benefit from regular aid c naion ercises.

As of now, the Bank takes principal resQonsibility for 9 of the 12 co-

ordinating groups referred to above: the Indi and Pakistan Consortia, the

Consultative Groups for Colombia, Last Ari (Kenya, Tanzania, Uganda and the

East African Community), Ghana, Kor,, Morocco Tunisia, and Ceylon. The Bank

also provides economic reports wiclh serve aasis, or one of the bases,
for the deliberations of the folowing cor ion and review groups: the

Inter-Governmental Group for Indones e by the Government of the

Netherlands); the Turkey Consortium (spo&e the Organisation for

Economic Co-operation and Development with an 'ipendent chairman); and the

Inter-American Committee for the Allianc for Progress (CIAP) reviews. In

addition, the Bank has provided analytical rerts for the informal, although

quite active, aid coordination group convened by the Government of Guyana, and

has participated in the disC ions f it f i op

In the past, some of the coordinating groups, such as the India and

Pakistan Consortia, the coordinating groups for Ceylon, Ghana and Indonesia,

and the CIAP groups, have met regularly on an annual basis, while others, for a

variety of reasons, have met irregularly. For the future, however, I intend to

recommend that all the groups for which the Bank takes principal responsibilit

should meet regularly; this will be facilitated by the expanded system of economic

reporting which will generate, on a regular basis, the documentation needed.

Meetings are planned during 1970 for tie India and Pakistan Consortia and for the

groups for Ceylon, Colombia, East Africa, Ghana, Korea, Morocco and Tunisia. As
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for other "annual economic review" countries, I am informed that the groups
for Indonesia and Turkey will also meet in 1970, and that there will be CIAP

reviews of Argentina, Brazil, Chile and Mexico during the year.

I do not believe that this over-all effort is nearly good enough. In

my view, the Bank should take the initiative in seeking to organize, at the

earliest appropriate time, coordinating groups for most, if not all, of the

30 "annual economic review" countries for which such groups do not now

exist. Consultations will be required with the governments concerned and with

potential participants in such groups. In some cases relatively simple and

informal coordinating machinery will suffice. In other cases, more formal

consultative groups will be needed.

In addition, I believe that the existing Bank-sponsored coordinating

groups can and should be strengthened. Our new program of more intensive and

more regular economic reports is one step in this direction. In particular,

we intend that these groups should concern themselves more than in the past

with development strategy and with the coordination of major technical assistance

activities, a field in which we have thus far made only a modest start. As

noted above, our economic missions will be seeking to determine priorities for

preinvestment as well as investment activities. The United Nations Development

Programme (UNDP) has agreed to cooperate with these missions by associating the

UNDP Resident Representatives with their work, especially with respect to the

technical assistance and preinvestment aspects. We have also asked for and are

receiving the cooperation of FAO, ILO, Unesco and WHO in providing information

and, in some cases, appropriate technical staff to assist these Bank missions.

I am hopeful that this will contribute to better coordination of the inter-

national aid effort, to the importance of which the Commission has called atten-

tion.

I am not prepared at this time to comment on the Commission's recommenda-

tion that aid coordinating groups should engage in "explicit and formal" re-

views of donors' aid policies and procedures.1/ This recommendation raises

questions which affect other international organizations and which are slated

for extensive discussion later this year by those organizations in connection

with the strategy for the Second Development Decade.

The Commission's proposal that some of the new coordinating groups should

be regional in scope has attractions, particularly for areas where a number of

smaller countries are seeking to develop their economies within the framework

of a regional market. We have in fact organized one coordinating exercise on

a regional basis: the Consultative Group for East Africa, covering Kenya,

Tanzania, Uganda and the East African Community. The three countries and their

Community have many common ties and, in some respects, are operating as an

economic region, so that a regional mechanism seemed entirely appropriate. How-

ever, in practice, it has proved necessary to conduct the activities of the

consultative group for the most part on a country, rather than a regional, basis.

Although this experience points up the practical difficulties of the regional

1/ Report, page 130.
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approach, I do not believe that it should deter us from creating or supporting

other regional coordinating groups in appropriate circumstances.

I do not believe that it is necessary or desirable to take any position

now with respect to the Commission's suggestion that the regional development

banks should eventually take the lead in organizing, or providing the report-

ing needed for, coordination exercises for some of the smaller countries. The

suggestion merits exploration after we have gained more experience as to the

requirements for effective aid coordination.

Conclusion

I believe that the Bank should substantially expand its efforts to improve

aid coordination activities, as recommended by the Commission. In particular,

I believe that it should take the initiative in organizing some form of aid

coordination for most,if not all,of the approximately 20 large countries for

which no adequate coordinating machinery exists, and perhaps for some other

countries as well. Moreover, I believe that we should intensify and expand

the activities of the existing coordinating groups which we sponsor, particu-

larly through convening more regular meetings and through devoting more atten-

tion to the discussion of development strategy and the coordination of major

technical assistance requirements. We intend, as in the past, to review

periodically with the principal interested governments the experience we gain

in coordinating groups, with the object of continuing our efforts to improve

their effectiveness.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

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

OFFICE OF THE PRESIDENT

CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 25 Concerning

Population Problems

Recommendation

"Bilateral and international agencies should press in aid negotiations

for adequate analysis of population problems and of the bearing of

these problems on development programs."1/

BackSround

This recommendation is one of several concerned with population. The

Commission comments that, although many of the developing countries are now

convinced of the need for population policies to bring down birth rates,

only a genuine conviction on the part of governments can produce the strong

political support and determined leadership which family planning programs

and population policy require. It therefore recommends that developing

countries identify their population problem, recognize the relevance of pop-

ulation growth to their social and economic planning, and adopt appropriate

programs.

The Commission urges energetic support for those countries which have

already taken steps to bring down their birth rates, adding that "aid givers

cannot be indifferent to whether population problems receive the attention

they require ... "2/ The Commission also urges the developed countries to

give firm support to a larger role by international organizations in helping

the developing countries with population problems; up to now, the Commission

believes, the international organizations have been held back to a consider-

able extent by the "ambivalence and confusion of the industrialized member

countries" .3/

1/ Report, page 206.

2/ Report, page 20.

3/ Report, page 196.
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the particular circumstances of the country concerned, with due regard to the

religious, political and cultural sensitivities involved.

The Bank Group's involvement in population programs, whil recent, alr!ad

has taken quite varied forms. The first Bank mission sent anywhe to appraise

a specific proposal for the financing of a family-planning project wont to

Jamaica toward the end of 1969, after two earlier missions had heped the Cov-'

ernment consider how to enlarge and organize its family-planning activities; an

expert later went to Mauritlus to help the Government in its consideration of

whether and how its present support of private family-planing organizations

might evolve into an enlarged, official program; at the ed of last year a

special mission was sent to help unisian authorities design an enlarged family-

planning program; and a Bank team has een selected which will visit Pakistan

in the first part of 1970 to try to estimate the current and possible future

impact of famil y-lanning activities on population trends in that country

In Indones a, the Bank has been engaged in a cooperative effort along

with the UNDP, the United Nations and the World Health Organization: togthr

with them, it has sent a mission to assist the Government in taat of

a large-scale fm ily-planning program and in the identification o ect

which ultimately may prove suitable for external financing. In India t Bank

has been assisting in an effort to encourage and coordinate extenal aid to a

population program: the Bank held to prepare the way for a U . mission which

visited India early n196 to make an analysis of the organ ization and ffec-

tiveness of the Indian program; and in November 1969, in Stockholm, th Bank

chaired a consortium meeting devoted entirely to the progam anp means of sup-

porting it.

Conc Ius ion

I agree fully with the Commission's emphasis on the implications for

economic development generally, of the population problem and on the importance

of action by governments to overcome it. I believ that the Bank's present and

planned approach to population questions, in the context of its continuing rela-

tionship with its developing country members, is fully in accord with the spirit

of the Commission's recommendation. We shall increasingly bring to governments

attention the importance of adequately analyzing and dealing with the population

problem as it manifests itself in their countries. As our experience and capacity

develop, we shall hope to proceed beyond the stage of economIc analysis to assist-

ance in policy formulation, in program development d, where necessary, in finane-

ing.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

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

OFFICE OF THE PRESIDENT

CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 26 ConcerningEducation

This recommendation is in two parts; they are discussed separately
below:

Recommendation 26(a)

Greater resources for education should be made available for: (a) re-

search and experimentation with new techniques, including television

and programmed learning; ... 1/

Background

This recommendation is meant to apply to research and experimentation

within individual developing countries, not to abstract or general studies.2/

It reflects a belief among educators that a change from existing practices

(rote learning, stereotyped teacher-student combinations, and so on) to new

techniques would greatly improve the quality of education and, per unit of

expenditure, would produce a greater number of graduates and a higher level

of educational attainment in the developing countries.

As indicated in the Report,3/ the Commission envisaged that research and

experimentation might be the first of three stages in projects of educational

reform. Second would come pilot projects, in which the results of research

would be applied on a small scale, and finally would come projects in which

the lessons learned would be applied full scale.

The Commission believed that Bank Group support for the first two stages

should come from IDA rather than the Bank. Since research and experimentation

1/ Report, page 207.

2/ The recommendation is somewhat ambiguous. The member of the Commission's

staff concerned with education confirmed the interpretation given to the

recommendation in this memorandum.

3/ Report, page 201.



may be somewhat speculative theO Comssio felt that te should he financd

on easier ian tion tr.e understand that it also felt that e

veloping countries since they often are quite conservative in their view

about educatio nee the icentve o c ioal terms to interes

them in ore mt an innovativ ecac

Analysis

I fully s the Commissi' v about th be desirahility of moderniz-

ing education an trai i th deveoing countries.

The proes ojdviin ad ppivngne tcniue embraces a number of

elements: 1h deeopmn ofnwcrs ne prfral through research
and experiving. eth ften in

mental cla!s m o ital t develope or c of in-

structional materi (wi may range from book an ae to~ television and

computers the r of tchers (and school inst ors
to handle i e t p a o of ing design and con
struction aaroprat iit may

be carri n (sfo exmpe,
tionl intittes) Ban Gru ianigo ths kids actiie Scan

and wil b luc

I do no1ehwvetawti t IBank GruIAsol ina-

ably be sore 1 fn for rs c and epeimene
much of the d p a rhe Comission had a i il ene i
countie which eciveasitnc fro LIDA. But th prosIf iD' pre-

erentia term 'a o assist goenet wi havei d iut balance of pay-
ments or. reoum aliato poblem, no to supor particular kinds of

projects. D s s a snesa

to, 'any edcIt y tha ' shoul befnne nacrac ith the

normal budgtaa r sn an
therfr eomtda propriateI or 1ak ning in countries which are

not recr

wise d ctwe y C r w n such ien
tives ar l om d tnte t educational reform; the
record Ofo a s s an eaples of xperimt which were continued

so long as h w ana s but h ripient contries
made no e r op o n a ider scae he willingness of
the Bank o u DA to func rsarch and ceerientatio w ould, in itselfI,
usually impy th aerojet that wouldhb the
sequel, s neces to additina incentive

Recommen n

reter resources r ion sould be made av e or: . (b) a

systematic analyis of th enire learning i 2roes as it aOPlies0 Lto de-

1/ Reor to ,dae

V/ol



-3-

Background

Like recommendation (a), this recommendation was intended to apply to

specific analyses within individual devel. countries, not to analyses

in general. By "the entire learning process- the Commission meant both

formal and informal education; we have be en advised by the Commission's

staff that the phrase was used in an effort to escape from stereotyped think-

ing about traditional educational structures.

Ana sis

The Bank and IDA do, of course, base their education lending within a

country on an analysis of the educational situation of the country. These

analyses are often made, in the first instance, by Unesco under the coopera-
tive agreement between Unesco and the Bank, and they have developed in the

direction recommended by the Commission.

When the cooperative agreement took effecL five -ars ago, the missions

dispatched by Uresco were intended to identify ptoets suitable for Bank

Group financing and, to the extent necessa-, to heip n the preparation of

these projects for consideration by t e bar , This p-r oedure w.uI d hnve

been satisfactory had there existed, in eve country wh re uc' al de-

veiopment was of potential interest to the Bank Group, adeuate -. rmation

concerning the educatonal effort as a whole and an adequate plan a educa-
tional development, to provide the basis for evaluating needs and le;Ling

projects for financing. In fact, these two condition ften are no fully

met.

In recognition of this fact, we have suggested to Unesco, an Unesco

has agreed, that in the future the work undertaen by both Unesco and Bank

missions should extend over a considerably broader area. It will be di-

rected toward producing basic sector studies as well as specific projects,

and these sector studies will become a regular part of the work done by or

for the Bank Group preparatory to a loan or credit. At the same time, the

studies are expected to take a broader view of the educational process: to

pay less attention to traditional levels and formalized structures, and to

survey not only formal education systems but also the benefits that may be

had from adult education and other activities outside the formal systems.

Identification and programming of preinvestment studies and Projects will

also be a part of the sector studies.

In my opinion, a further step remains to be taken. The shortcomings

of educational planning in the less developed countries continue to be a

major obstacle to the improvement of education; the additional information

and a wider perspective to be expected from the new approach being taken

by missions in the field will not produce their full benefit unless they

serve to bring about better plans of educational development in the less

developed countries. At the present time, educational planning is not em-

braced by the Bank/Unesco agreement. I believe that it should be, for the



purpose of strengthening the assistance that the Bank and Unesco can give in

this respect. In the next several months, I expect to make detailed recom-

mendations on this matter to the Executive Directors.

Conclusion

I think that we should accept the Commission's recommendations that in-

creased Bank Group financing should be made available for research and experi-

mentation in new techniques of education, and for systematic analyses of the

entire learning process in developing countries. As a foundation for this ex-

panded program, work undertaken by Bank and Unesco education missions should

be directed toward producing basic sector studies as well as specific projects.

Further, I believe that we should propose to Unesco that the terms of the

Bank/Unesco cooperative agreement be broadened to bring educational planning

in the developing countries within the scope of inquiry of missions sent out

under that program. If Unesco agrees with this proposal, I shall submit spec-

ific recommendations for changes in the cooperative agreement for the considera-

tion of the Executive Directors.



INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

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

OFFICE OF THE PRESIDENT CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 28 Concerning
Country Economic Reports -

Recommendation

'The World Bank should continue to assume responsibility for such /country

economic/ reports for major recipients and accept reporting responsibility

where it is requested to do so by the new multilateral groupings recom-

mended in Chapter 6. For some of the smaller countries, however, the

Bank's responsibility for economic reporting might well be passed to re-

gional banks as their capacity grows."l/

Background

This recommendation appears in the context of the Commission's considera-

tion of ways to improve the multilateral aid machinery. It also appears in

substantially the same form in that portion of the report devoted to aid coordi-

nation, where the Commission recommends the creation of new multilateral group-

ings, preferably on a regional basis.2/ There the Commission, noting that it

would be possible for the new groupings to have their own reporting staff, says

that on balance it would be preferable to take advantage of the Bank's experi-

ence and the fact that it must continue to engage in economic reporting for pur-

poses of its own work. The Commission comments in passing that, although Bank

economic mission reports "have set a high standard of data presentation and

analysis", nonetheless, because the reports are based on brief visits, "they are

often felt to do less than justice to the underlying problems of development".

At the same time, the Commission expresses concern that because of the Bank's

"prestige, experience and proven managerial capacity", it will be given too many

diverse tasks to permit it to discharge all of them effectively. Accordingly,

the Commission suggests the desirability of a policy under which the Bank would

divest itself of some activities after their initial launching and would assign

high priority to helping other agencies develop a capacity to take over these

activities. 3/

1/ Report, page 219.

2/ Report, page 131.

3/ Report, page 219.



MY memorm analvzInc th e s m No. 12, on aid

coordination, outlines the scone of the hank's exn ont ry economic re-

porting program and of the information and judgments which the economic reports

are to provide. The program is designed to produce reports which are not only
more regularly scheduled but also mare comprehensive than they were in the nast.
The Bank will make these reports available to the various consrtia and consul-

tative groups,1/ and would exnect to make them available to any new multi-

lateral groupings which may be formed diffult therefore, in the

Commission's proposal that the Bank acceptr rrespnibflity for such
new groupings , i : it is ased ao n

I think we ought also to accept th Commission's implici ~ sugetion that

we should respond positiv onoortunities o hel the regional banks

to develop their capaity r ecn reporting adtion to our present
practice of man our econom report aailable o he regional banks, I
think that w su asi at regional banks to

designate sa mb t a c te i our cins, and that
Bank missionsa shd as a egla pratiegieuaigh rorty to consulta--

tions and exchang of vties wit regina bak headqarter. Moreover, where

a regi onal bank has deveope a special s, coptec in orkowledge of a parti-
cular subject, we should dr at upon it. The =mrican DevelIopment Bank,
for example, has done cons iderab.le wor ourinlecnmc integration prob-
lems , and has pioneer-ed in refinancin expor Bt crdis subets Ilikely to he of
inte-res t to our econmic mssion. I av, odng ,nt ructed the respec-
tive Area Deparmnts and the Econmic Deprtmn enn nmnd the desira-
bility

I do not v h neesa o ur iaba take any- position

now'with reput t e Camiso ' ugesdo. n at eoting reuspons ibility
for some of th 'mauer C tries mih uvnal he pased to the regional
banks, TiVs mate should, I beee 'e explored at some~> lat er stage. The

ques tioens which would then need examnationu~ wouldB i nue the reeotivity of
the region-al banks themselv-es to the assumpQtion of this respnonsibillity and
the atti tude o the develoneg conties involved ao i af any coordinat og

groups caocee t tnose conties.

Cionclui on

I believe that we should acept the Commissnion's p roposal that the Bank

initially undertake to arovide repourting services for any new multilateral

1/ In addit ion,* country economic reports are recei ved by the membhers of the
Bank through the Executive Directors, and are also routincl sent to the

United Nations, the UI.N. Devel ooment Programme ad the UNDP Resident

Representative concerned, the appropriate U. N. regionnal economic commis-
sion and regional hank, and the relevant specialized agencies.
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groupings which may be created, assuming that we are asked to do so. We should

also, I think, do what we can to assist the regional banks, when requested, to

increase their capacity for economic reporting.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON,D.C. 20433, US.A.

OFFICE OF THE PRESIDENT

CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission _Recommendation No. 29 Concerning Blending
of Loans and Credits for Single Projects and Programs

Recommendation

"A procedure,already in use, to reduce the effective rate of Bank loans is
the practice of 'blending' IDA and Bank loans available to the borrower,
thus reducing the average rate on loans from the World Bank Group as a
whole. Sometimes a single project is financed by such a blend. We also
suggest that the blending technique for single projects or programs be
used more frequently".l/

Ba ckg round

The recommendation is preceded in the report by a discussion of the high
cost of Bank loans. The report does not explain why the Commission considered
blending on a project or program basis, in contrast to blending achieved by
separate Bank and IDA operations in the same country, desirable. However, the
Commission's staff has told us that what was in mind in the formulation of
this recommendation was the case of projects which would not be viable at the
current cost of borrowing from the Bank but which would be viable with finan-
cing at a lower rate; the Commission apparently felt that an appropriate mix
of Bank and IDA funds would enable such projects to go forward. This was re-
garded as particularly important for projects in some of the least developed
countries, e.g., some of the smaller African countries.

Analysis

The concessional terms of IDA credits are not intended to provide finan-
cial subsidies to the projects financed. Projects are recommended for Bank
or IDA financing only if they will yield an acceptable economic return and

1/ Report, page 222.
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also, if the project is revenue-producing, a satisfactory financial return; the

rate of return required for approval of a particular project is not affected by
whether the funds originate with the Bank or IDA or both.

This policy, in my judgment, is entirely sound and should be maintained.

Indeed, IDA would not be comp ying with the requirement of its charter that it

provide financing only for "purposes which ... are of high developmental priority"

if it supported projects which would b conomically or financially justified only

on the basis of a substantial subsidy. During the past fial year, no project

financed by the Bank or IDA had an conomic return estimated at less than 9%: on

average, the estimated econoi eturn was about 15%. Such projects do not need

subsidized financin To finance projects provding areturn so low that they

require concesional terms to be viable would constitute a misuse of scarce devel-

opment resources and might well result in distorting the borrowing country's in-

vestment pattern.

Having said this, I nonetheless entirely agree with the feeling which under-

lies the Commission's recommendation ,.e., that the terms of dank Group lending
are too hard tor many of our members. We ought to do more blending, whether

through joint Bank/IDA lending for a single project or through Bank and IDA fi-

nancing of separate projects. We ougt also to blend Bank and IDA funds in more

countres. The over-all amount of blending operations in which we can engag
depends, of cours, upon the equacy of IDA funds. Tihomission itsel has

proposed a substantial increa in IDA's resources.l/ As the Executive Directors

know, Iope that by June 30, 1970, the Part I countries will have agreed upon
the arrangements which they will propose to IDA for aThird Replenishment for a

period beginning July 1, 1971. Assuming that these arrangements contemplate a
significant increase in the level of IDA resources, they would enable us to do

more blending, on a broader geographic basis, than is projected for the balance
of the Second Replenishment period-

Conclusion

I believe that we should continue the present Bank Group policy of financing

only those projects and programs which promise a satisfactory economic and finan-

cial return, whetr the funds are proded by Bank or b IDA or by both in-
stitutions jointl. Acordingly, here is no rason to dopt a policy of deliber-
ately emphasizing blending on a single project basis, as recommended by the
Commission. However, to the xtnt tha the availability of IDA funds permits,
and where creditworthiness co idertions suggest that it would be desirable, we

should increase the over-all amount of Bank/DA blending, on a country or project

basis as appropriate, and ext nd the blending technique to a larger number of
countries.

1/ heport, page 224.



Mr. McNamara January 22, 1970

Richard . Demuth

Pearson uoinission eporra

Attached are six Pearson Commission papers which you have already
reviewed but which have not yt gone to the Toard.

he followinr- three of these have been revle b essrs.napp,

Aldewereld and Friedman, as you requested, and are read for submission

to the Directors:

-o. 2- Ponulation Problems
:0 ? !ucation

No. 29 Blending of Loans and Credits.

T rave not circulated thes to the Board because I wante to In-
clude then in a acka-e wi the other three, which are mcb more sub-

startive. On tiese other threc, ac you know, urke har sor-e changes to

si4- 3st Which I hope e can discuss with you next "ondav'

No 12 -i Coordintion
No. 14 Debt Pelief
No. 28 - "ountr, conomic Nports.

For your information, I expect to have thIree or four additional
memoranda in this series for ynur review next week. These will Include

Local Currency Financing, Progrr .oans, and inancing of Re searchl.

RRID. t f



VI

Mr. Irving S. Friedman January 15, 1970

Alexander Stevenson

Pearson Commission Recommendation for Aid Coordination
(Draft of January 6, 1970)

I find this draft extremely unsatisfactory, especially in that
it proceeds by making a series of assertions with inadequate or no
evidence to support them. It assumes, for example, that formal
coordination is a good thing without any reference to the particular
country involved or its circumstances.

The section in it entitled "Analysis" is not really a dispassion-
ate analysis of the Commission's recommendations but very largely a
series of assertions with incomplete or no evidence adduced to support
them. For example, on page 3 the statement is made that not nearly
enough has been done by way of "coordination exercises" and is followed
by a listing of what is being done. The listing, of course, leaves out
cases of consultative groups which either did not work or atrophied

(.e.g. Malaysia, Nigeria, Sudan) and does not discuss questions raised
by,e.g. Brazil, a country which has not wanted to be coordinated.

On page 5, the paper recommends that all groups should meet
regularly. Regularity is, for bureaucratic reasons at least, 'a good
thing," but it has disadvantages and costs. Anyone who has had to
arrange a meeting on a fixed date when there is either nothing to
discuss or the audience is wrong knows how frustrating an experience
that can be. To be meaningful one has to be more specific.

On page 6, the staterent is made that no comment will be made on
that part of the recommendations relating to the reviews of donors' aid
policies and procedures. The reason given for this is too esoteric for
me, jut in any case, I do not see how one can dismiss half of the
Commission's recommendations in such a cavalier fashion. The Commission
presumably thought of its recommendations as a package and if we are to
reject or not pass on part of it, we should give a more convincing reason.

On page 8, it is asserted that it is not believed necessary or de-
sirable to take any position with regard to the Commission's suggestion
that regional banks should eventually take the lead in organizing
coordination exercises for some of the smaller countrie, on the grounds
that this should be explored after we have "gained more experience as
to the requirements for effective aid coordination." This again does
not seem to be a good reason. If we have not already got sufficient
experience with aid coordination I do not think we are in a position to
make some of the more sweeping recommendations set out earlier in the
paper.

Finally, nothing is said about possible staffing or budget implica-
tions of the Bank's organizing twenty more aid coordination groups.

AStevensonr



January l4, 1970

Piero Sea

Pearson Comission. Pape No. 1) - PorEi;:g

In Mr. 3roh~est ab'ence hve read the draft paper No. 19 d

I have the following comesents to Cke

(i) fue second parX;r.~ onup e?7 set M

maat y n, zunk as drerded re . twrthieoss -n determinika,

the amount of a$ank 3roap fin mok to oe provided to a co.itry.

non-i a contries our 3ank lend ni s atill. limted by creditWOrtanes-,
for the .ther counis by a combination of credtiortniaeas an avalabilit

of £ funds.

(ii) m. tme malfec a of the econoe considuer ations bear'in on

a decision to pro vide 1ra 2 lu , si eVe that a ties the concet

of "project lending" is 1 ted to t. of lendig for the foreg exc age

portion of projects. \z, ave dial n understaddng way

prgrA lending is neede- -n countries wich have a La-nvestnt prog7
which could be erese i individal projects) whose cost exceeds the

cantry's ausaastic san.. :f an restriction on lending only for "ports

required for the nestat rogrm were lifted, exterrad assistace could

be provided n the form of ,roject fu;ncingu to the amount reqaired to

cover thea. in theee exe giv70e a n UfI of At

nem to me to be inateria whether iports at to - or 6 of wo.

. that external u as to cover is z »of ud, as long is gross

tivestment exceeds a , local expenaltar n mcing of specific projects

is all that is needed.

(iii) I think that if a coutry, the ases mntioned on page 10,

has substantil c 4pacity for produ ton u ta equipent which could

be used for their vestnt program bu os not have sufficient foreTi

exeanjge to buy the ig~orts required for the effective operation of such

capital equipment, financing of tne loc al production of capital equipment

needed for apeif0 projects uJild be is effective as financing the portS

for the oder~nangpo e o. nelieve this to have been

the techn gi.e use in the i.0 , o ms o0 131 ma ly.) (but i do not Ois

to pss judmnt on their effet enese i ha t specifio case)•

v) On e U reference is made to the ae of resource

to rey a prery diseqa.-brwm in die -lance of pynts, £he

cation s that progrni loina would oe ased to a4t t to remmed

tctura disegmlibrium at it liut be lrl maed Ut V m jusC-a

in the extera value of tac local curren ' wul be . mre orthodox r

r. 3roches will le you h joWz, dire4l*

cc: Mr. Broche $



ASIAN DEVELOPMENT BANK
COMMERCIAL CENTER P. .-BOX 126

MAKATI. RIZAL D-708, PHILIPPINLS

TELS. 88-87-8 88 -26

CABLE ADDRESS: /,,IANBANK

13 January 1970

Mr. Richard H. Demuth

Director, Development Services Dept.
International Bank for Reconstruction

and Development
1818 H Street, N.W.
Washington, D.C. 20433
U. S. A.

Dear Mr. Demuth:

Thank you for your letter of December 29th, concern-

ing the ADB's activities with respect to the Pearson Commission

Report. I think there was a slight misinterpretation of my infor-

mal remarks at the DAC meeting concerning this matter. There

is no position paper at this stage - only a listing of apparently

relevant recommendations. I am of course very interested in the

recommendations of the Pearson Commission as they affect the

ADB. The Bank staff has been exploring this and our Board dis-

cussed on informal basis various points in the Report. I look

forward to discussing these with President McNamara at the forth-

coming Columbia Conference and the Conference to be convened
by the Canadian government in February.

My warm personal regards and best wishes for the
New Year.

Sincerely yours,

Takeshi Watanabe
President
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Mr. J. Burke Knapp January 9, 1970

S. R. Cope

Pearson _econmendation on Debt Relief

1. I agree with Messrs. Broches and Demuth that we should refer

to Article IV, Section 4(c). An Executive Director is bound to raise

the question even if we do not, and I think it is better to meet it in

advance.

2. I do not think, however, that it is necessary to have the ex-

tensive footnotes proposed on page 5 of the draft dated December 22,

1969. I would suggest deleting the footnotes and inserting the fol-

lowing text to replace the first seven lines:

"Article IV, Section 4(c) of the Bank's Articles provides

that a member may request, and the Bank may grant relaxation,

as specified in that Section, of the term of its loans to or

guaranteed by that member. Apart from this provision, how-

ever, the Bank has the general power as creditor to modify,
with the borrower's and guarantor's agreement, any of the

proviaions of its loan contracts, and, in fact, in the few

instances in which an amortization schedule of a Bank loan
haa ieen changed, it has been done under these general powers.
The question is thus one of policy rather than of law.

'As to policy, the Bank has always taken the view that its...

SRCopeimar
cc: Nr. A. Broches

:4r. Richard H. Demuth



Area Directors January 8, 1970

J. Burke Knapp

Pearson Commission Recommendations Nos. 12 and 28

I would like to obtain your views on the attached papers at our

meeting on Monday, January 12th at 2:30 p.m.

These papers have been prepared by Mr. Demuth in close consultation

with Mr. McNamara, and the President has approved them subject to further

comments from Mr. Aldewereld, Mr. Friedman and myself. Yy comments are

indicated by the pencilled changes.

cc: Mr. Cope

JBK ism
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Mrs. Shiriey Uskey D e2' 19il

WiflIiam S. Gaud

P .arsn Coini ion Recomendat ion No. 14

I have nc cormments on this paper provided one accepts Its
major premise to the effect that, for this purpose, the Bank is
so different from other people. But I have not yet worked in this
building long enough tc, feel easy about this premise.

It seems to me that trie bank's earnings are sufficiently
large for it to be alIe to face such problems as these directly.
it may be that there will be sone s tuat ions -- or :t;ir th. timo
will come - when the Bank will not be able to perticipate fully.
But I find it harc to accat tae general iropositi-n that the terms
of Bank loans to debtor countries should not be rescheduled.

WSGaud:dbs



December 29, 1969

Mr. Takeshi Vatanabe, President
Asian Development Bank
P.O. Box 126
Makati, Rizal
Philippines

Dear Mr. Ttanabe:

In a report which I have just re .bout the DAC meeting
on Southeast Asia, you are reported as having said that the Asian
Development Bank has prepare a position paper on the recommenda-
tions of the Pearson Commission which are adr'essed to or affect
your Bank. Assuming the report is correct, I would be very much
interested in seeing a copy of the position paper since I have
been charged by Mr. McNamara with preparing a simil r analysis
for him. If your own paper is not conficential, would it be pos-
sible for you to send me a copy?

Our own plan i to have a series of papers prep-red for
our Executive Direcor, on the basi o which we ep ect to sub-
mit repot to our Board of Governors before their 1970 Annual
Meeting.

Wth warm personal re and al good wishes for the
holiday season, I am,

Sincer y ours,

Ric( rd H. Demuth
Director

Development Services Department

RHD:tf



December 23, 1965

Lady Jackson
Albert Schweitzer Professor of

international Economic Development
School of Iiternational Affairs
Columbia University
622 West 113th Street
New York, N.Y. 10025

Dear Barbara:

Thanks for your letter of Decemoer 12 asking
me to attend che conference in New York on Fearuary
20 and 21. I will be glad to do it nda looking
forward to it.

Merry Christmas!

Yours,

William S. Gaud
Executive Vice President

WSGaud:dbs

Questionnaire returned w/letter



Mr. William Clark ,mbr 17, 1

Mr. R. B. Dnkerle-y

Invitation for Mr. Frbe at t to h rtn on an or

Mr. David -orbr - attofh, /1t Pror nvstent nr
call d at my offi yesterday to -k if thrO w r- any ossibility of
ric iving an invia tion for th, meting in February on t earson
,omission eport at Jolombia Univ rsity or aiz d oy Lady J ckson.

Having just returned fro)m jrazil, h does not o h thr other craons
from the Ohave be en invit d, but f*rls th itwouldb o us, fuli fh-

Ivstment entr w-r repri nt d. fk will in -:)c in lhinton
from mid-January to mid-irch.

I wonder if you could cop 1

H.S. Dunkerley/hb



FORM No. 57 INTERNATIONAL C -OPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATI- RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: Mr. McNamara h DATE: December 12, 1969

FROM: Richard H. Demuth

SUBJECT: Pearson Commission Recommendations No. 12 on Aid Coordination and No. 29
on Blending

1. Aid Coordination

I am returning herewith the draft memorandum to the Executive

Directors on Recommendation No. 12 concerning aid coordination, together

with two tables showing the meetings of aid coordination groups held or

planned from FY 1966 through FY 1970. One table shows these meetings by

fiscal years, the other by aid coordination groups. Please note also

that I have made a change on page 8 of the memorandum by amending the
reference to CIAP and adding a footnote thereto. This is because I dis-

covered that, although the Commission cited CIAP as a precedent for the

kind of multilateral groupings it had in mind, in which other developing

countries would participate along with the recipient country, CIAP does

not in fact conduct its country reviews in this manner.

2. Blending

As you requested, I asked Ed Hamilton what the Commission meant

by Recommendation 29 concerning blending on a project basis. While

Hamilton and I both agree that you are quite right that the basic issue

is hard vs. soft terms, and not whether blending should be by project or

by country, this particular recommendation was in fact meant, as its

language indicates, to urge that the Bank Group finance single projects

more often than it now does with a blend of Bank and IDA funds. The

Commission had in mind that projects which would be viable if finance

were available at, say, 4%, but which would not be viable at 7%, could
go forward with a mix of Bank/IDA funds. This was regarded as particu-

larly important for the least developed countries, such as some of the

small ones in Africa. I have, accordingly, added to page 3 of the draft
memorandum a paragraph which puts forward, and rejects, this suggestion.

I am returning the paper to you with this change.



Columbia University in the City of New York New York, N. Y. 10025

)2 \Nest 113th Street

SCHOOL OF INTERNATIONAL AFFAIRS December 12, 1969

Dear Bill:

Columbia University in cooperation with the Albert Schweitzer
Chair of International Economic Development is holding a Conference in
New York on February 20 and 21, 1970 to provide a forum for the discus-
sion of development strategy in the Seventies. In particular, it will
respond to the recommendations and analyses of the Report Partners in
Developmernt issued by the Commission on International Development under
the chairmanship of the Right Honorable Lester Pearson.

This Report is one of a number of major evaluations of the
evelopment effort which include the Jackson Report, the Prebisch Report

and the work of the Tinbergen Commission for the United Nations Second
Committee All these analyses point to the need for new direction and
new policies in the coming decade. All made specific recommendations.
All demand a cert measure of coordination. It seems, therefore,

opportune to invit- a group of leaders in development, directly respons-
ible for decision in this field, to meet together with a group of other

development experts and discuss possible ways in which governments and

multi-lateral agencies can together respond to the new needs of the Seventies.

We are, therefore, inviting to this meeting Ministers of Develop-

ment, Heads of International Agencies and Presidents of Regional Develop-
mentbanks as well as economists and experts from a wide variety of countries

and disciplines. Among those who have agreed to participate are: U Thant,
Pierre-Paul Schweitzer, Robert MacNamara, Felipe Herrera, Lester Pearson,
Sir Arthur Lewis, Maurice Strong, Saburo Okita, Andr6 Philip, Edward Mason,
Hollis Chenery, Paul Streeten, Max Millikan, Dudley Seers, I.G. Patel,
Mahbub ul Haq, Philip Ndegwa and E.N. Omaboe.

We ver much hope you will be able to join us for these discus-
s'i ons. We beliee that the evolving of a strategy for development for

the rest of this century is the international community's first order of

business. We hope, therefore, that this opportunity for leaders to meet

together and discuss the issues raised by the various Reports will both
increase public interest in development and also provide a forum where

those directly engaged in the process can discuss the problems of organi-
zation and coordi.na t ioen involved.

Yours sincerely,
Mr. William Gaud
World Bank
1818 H Street, N.W. Lady Jac son

Washington, D.C. 20433 Albert Sc iweitIzer Professor of
Internatix al Economic Development
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Mr. MDecember 12, 1969

Richard H1. Demuth

Person Conmmission Recommenations No. 12 on i Coordination and No. 29

onBnding

1. Aid Coordination

I am rc turnie herewit- te rift memoranrum to th 1acutive

Directors on Recommenation Nho. 12 concerning ail. coordination, together
with two tabe shoring t'E ietlngs of ai coordination groups held or

jclrua i from WY ''Y/ hroug aY "197f? One table shows tnese mectings by
I'isc ,1 y -:rs, Ld o thv r hb/ a: coordination Erouns. Please note also
tht I have n. -c a change on page 83 of the remorsanauna by anoing the
re Thr-nc. to CI'P a.na adding a footnote thereto. This is because I di-
covere,: that, atnough the ,ormission eited CIAP as a o recedient for tne
icind of multilateral groupings it had in mind, n wruich other developing
countries woula articipate along with the rec2.9ient cauntr r, CIA. does
not infe t con ouct its country rarew im tis manner.

2. L

As you rqut k, I awkE i : dn !te what the Uommission meant

by Recom adL ? e ~crring hi in a~ on a p roject basis. Thile
Hamilton u I both a r - tha:i you -re quite right that the basic issue
is hor : . ~om ti me, an , not winethr blending shou.1d b~ by project or
by courtry, t ,s ertcut r recomen airn war in fact meamt, as its
lamguagr. u, at ,t, a. ta tho Bank Grour finance single projects

more of ito ta ar l' now ao : -th5 % b1 1 A") A funds. The
Commaision h.ad in n that proje'm:: which wuL be vriable if finance
were vailbl. t , y, - but wi : iotl b ble .t 7, could
go C oruar with a mi0 o ank/IDA fuir. Thi s wa s regarled as particu-
lorly im otat or th. Ist deveioptd countrie s, na h as rome of the

sma9 on e in Afri. ave, wcorgy, added to r..ge 3 f the draft
memorn tm a pragrp which rutS orardu, and rejects, this suggestion.
I am returning the 1 per to you with this change.

RHuD: if
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TO W. requeT BforWE -Msp

).D taa1 P eublic o-0 Peru Ul.',i_ Lf PL50 o nd e d

fije t

Mo-m Irrgi Act R2. Rfori 20 M r-al n
Higw. participatio sas a eul f mt 3mr a itrettocm o
April 5, 1955 ~ ~ ~~Bnra dsd optont inPrwd ae o aaew
$%6 towa~~~~~rslcl urny iacngo 0saiaycrec

$23 'i157iS S01AGovementt prov3 ded thnhinig $-

Dank Lam $1,.

For25 ear, icluag yr.

.Dw Loe 16 RD Republic of Eouta US ,A. DLtI $5. f i,

BRn kcn fltttk. I I no aeteLF lit r ton Loan Al l pe
Iot ar oace t1, aia t n psor16 y e a c-udt -f * - It

cioaurrency financing. s bater tug of pSt aen it lrsty 0oS.

23,.0 raisdro$34 ieta nltoayCnr.Bnk rpy a ndlesa

13 " "tt~ $1 fneig ricpacurie ea tt

F'R 2 ar, incl.od2g t yrn-
grac0 itt 53/'% pmiremt ,it8eest

------- _-----r------

.5BRD1 LIan 176 H17 Repal of aveodra U.S.A. DLF: $5. (uft for 20 y.
wit Attta tsmout the/ 3o talin at of DMBI and Italian, Batim, s- c it

ad Cost ction rt t i 1 yr. grac aut 3f percent ti rst Dpfy
t itta ofoititu f l currency f itc G-fs t A - $8,0

crreinf y financing

2DLam$. for 25 y in., di g A) sbriae te b

ti -iu itrstrte flttde~-

Sot ikt St 0 IRW Indutrial an Minng evlopen 0U..A D~ti $5.2 io 15tt yrc , icuig3ys ord u o
SpOu t Slt e eoe t Pojectt BakofIan(MDI rceat.3/ ecn neet Doa o a o~

beused for i f gxst nltt14 t, eing os o. td

'147> sito 15 36rly roile as aodiisroro theGoern 1Sar caita $5.3 o whin i ch Io 3t,2 ystrat it

h--l-M-ht~men andn padntlMv 1 91 hrafter .S.c fpnor Ineaina $2.1 oreign. .. K rnh

ine to IMDbI go , into qS of oes e n tied of 1 gce i t 3j rent b

tip> tiam addirtionrati f oregt caecl ia- Gvrn n dac:$,
eoorog. toelig

RD3 toe $5.2 for 15 yro., incldn )sbrdntd. terdb u e
i-L'yr pti grac it rhso int/re ettsoflgia on

totbe de t e as thdet iilndeenogfiseo drawnS.. lib). rak etar-'as with~ lhar tesit
-or te icos - proett mpcemete by ko rn 1111 trce inerea3tfe e ent i net~ 3 15 amu doMDBL Bankk t bevr0oly freigrinsall estc beg 15 yeta A ' 'ihng coat of53 Johntefprojects.a difburofemtnt.

"-0"011- role.:uilado-jen:;.: t," :limt,--- ,h-----. p..- . . .i. .. 0 , .... 2..t..

tepfu anFnautleoebet1 1961, thereafter1.3 Ageyeor otmat2.na foeelpgn.t(,~ 16 ct"

subsitlequnco. tbr20 99U oeg a si anfoeihas berencytied to procurement in t uAorc 413 th1 eoe/ e u
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IBRD/MA JOINT OPERATIDNS WITH U.S. DLF/AID

(Millions US$ Zquivalent)

TYPE OF PROJECT
AGREMN0NT DATE1sp 0,lOnsi[ S [N [1 -

11111 L COST BORD,1K
TOTALGN EXCHANGE mMONE11T GUARANTOR JOINT LOAN TMMS AND CONDITIONS INTER-ACENCY AG oMENTS9

Ad[ICA - LwJ NG DI NRIGIT OF JOINT FINANCING AND OTHER FINANCING ARRANGEMENTS MKEI) SF FRCUiDENT

IBRD Loan 259 NI Empresa Nacional do Lus y Fuea U.S.A. DLF: $2.5 (tied) fo 20 yo., Df [.AL , t

Rio Tua Hydroelectrico Project (II) inciluding 1 yr. grace at A½ Percent M011, -d-f lll.o, ' l 1'1tl

interest. Repayment in local includoll

June 22, 1960 Guarantori Republic of Nicaragua currency. a) rara 1 it

$20.8 Borrower sought additional local Govt. of Nicaraga $1. or r,

$14.5 currency financing from DLF. ENL; $c. trer- ao tt- o --i ,
t- e I t I Ir,

IBRD Loan $W2.5 for 25 Yrs., Including d) .0 eta r0 b

5 yrs. grace at 6 percent interest- .x.cut 0

p0rA11 vat i I o .

ori uh-r t
g) t- ... nt f

e) 1a000 toe 01

-i rmae : .,dr L

7) Iani agreme10 00 kee) t1) nir
j. 1 )et 1ase. n0ha 0 e '~- > ~

g)1 ajreement of 2.ara' P 1

0neir kr a i i h1-l~11

0e 0t t0 l ve.. 3 r ^ 1

lams 27 ) III n1i oN

Ban ieulre 1  
0

dab d-ul er "I r ar - 1

DLF Lo- Ar n *t

)L Lovan k[berael w.t

.oi rAg fato i
1recnaw .r e¼ and OTlOp . .

11 ayproO.1 1 i 111 ' 01 1 r i 01 .

emprren t
il ) approval fmar o p to

ABRD Loon 261 RD RapEsa Nacional de Energia U.S.A. DLF: $2.8 (tied) for 25 yrs., Docuamnatlon a- •' e o a. o ' [, fe . .1

Canaeral yrolectric Project Electrica(ER) including I Yr. grace at *a percent not paallel to lornen 1

in teract, of which $1.? cancelled. delagailan of foal 1. ml 101rA 1110110.

June 29, 1960 Ouarantor: Republic of Honduras Repayment in local currency. i1, 259 NI, obee).

$14.5 Borrower sought additional local MENE $2.9 Moanduo of Uod-tand1[A --- J

$ 9.0 currency financing from DLF.
oernment Central Bank financing of

IBRD Loan: $8.8 for 25 yrs., inclu- DLd iancdllatsn, i.e., $1.2. uollr.sge n elah re er

ding 4 yre. grace at 6 percent d ,

e - ---- -- - _----------------- - ----- --- -

IRD Loan 26h PAN Republic of Panama U.S.A. EF: $5.3 (tied) for 15 yr., Docuaentation as for 26! rKo, except 1,mor0d.0 1nde0 an as
Seand road project. Construction including 1 yr. grace at 3 percent provided that.

of fonder roads. Borrower sought additional local interest. Repayment -f n dnllar. a at ificati . alenarge o e mAcun

currency financing from DLF. Pilliflorm tn DLF that the Ban 0na rean 1 ,eerrow

Augst 19. 196C Goreqt of Pdo t $2.0 w tat ti r B11 y -o an a
r,-aot and d ... entloI, 111 ll1f-101 .

requeted disborsemen from 1me L1a A. o :

$ 2 b) Bank agreement to consA DLA Aefore matn f,, .ag n
Bank "list or ro.1a or he order f heir 1o0 to

2BRD Loan: $7.2 for 15 yra., inclu- contrtors,0 l cns ul 1 ad f design t r -E1 I

ding 4 yro, grac at 5.3/4 percent 
c1th actio, 0he Bank ro to' d aie,[ J

Memorandum of Unldersandtag prepared M, r . oa . r e

in IBRD Loan .9 N1.

Foreign Procuremen on the b- ,r inwnatio 1

Disbursemen o- a proaebsmsiIR
the diiOdual procedures of e- an for 0t

l.ocl crrncy oendi tu-r respecti1el.

IHRD Loon 271 pg Republic of Peru U.S.A. DLF: $4.5 (tied) for 15 yr-., Documentation a. for IBRD Loan- 2 9 M 1, oo .e ..

Agnaytla-Planallpa Road construction including 1 yr. grace at 3 percent standing also proioded chat.:

and reconstrucion Bank sought additional local interest on the dollar disbureseent at eqoeat of 1. r , .- -d r

currency financing. of up to $3.5; 4 percent interest on notification of all charge to t e n aceo
Osomoleno 19, 1960 local currency disbursesent of up to 264 PAN, above,

$1.0 (cf. IBRD Loan 176 EC). b) agrement tat 3ank ard D.F nae .ra n

$110 
approo of consultants, o ¼ , 0 .

$ 6.2 Government of Peru: $1.0 sign otandards fore proje0 and tna ne 0
DLF will indicat appr151 or 1sappr

IBRD Loan, $5.5 for 15 yr.., inclu- 
00t hacng '00000

ding h pr. grace at 5.3/4 percent
interest. 

Book o. .30

Bank disbureent again: d -

50%, representing the e.-i-

DLF diobured 1 o u

ot0 2115.

(N-,: Th Memoan ! a

lf IsR toage 1 N

1/ See page 1.



IP.D/I~m J0T 100 516 V .rrT

'TOT5 CS1 BORROWERFnEIN CRNE OMMETGUARANTO -ON !,
2.A1 /0 Re - CREDIT ORIGIN 071 JOINT FINANCING 501011f 1R 71ANC 1

n113t'ontandoimprove- Republic of Argentina .3Road n,3olcr o d ipj-,- f
mot Joint financing a result of G00or-

ments and Vitidad'c (Dirconl Governont c Lon .
Ju 3, L961 Nacional de Vilidad, an autonomoc ($3.0 graad 13'. N.ndu n

Crornment ageocy) deteriorating projec rev1ed 00 1 A 0,
o al financial situation, and subseqoent G'o. 0 ' . n on e I z r

inability to et tir ordttaatats
- under the Lcon Agreement. Gover IS D toem $30.5 (Ocf Loanreqo...tod AM3 to o--e prt of o1_ 000 0 3o.01 ' 03 0 0

1BRLo n i 1tally $46.. and nit currency .ata of ortgo9 proj3ct.
of cancltons: $3LO for 16 ye-. lfinishad part o projct as then <tm, r A

e'ndingf 1 yta, grace at 5-3/6 ca.icelld by Bank. lliaatejy the ,0ourc
porcentO internecot- oBak and AfD were fioncing (10 of

all project oots.
ccel11ations: July 26, 196..$16.5

Ar.ust 28, 1968 .. $ 1.0

1.111 9 ... CR1 Reublic of Cost. Rica i
DCradit T-' CH 4'' frC

Roadcotruction and mainteoance Joint financing a result or deterio.- t9 r ce . A3 , rest . 1
9ting Goernment flanial situation ce for Pongess od.
and request to AID tor assiatance Ic'tober .. 1961 finecn.g part of the local currocy - rne1t 1 Costa ato pr due. 0d un1 .
coponent of the bank project. AU) M inder: 01
contribution part of U.S. $10.5 budget
upport operation.

SLeamo 13 1for y, iclu
,ing 5.3/, percent onerest0

IDA CredIt: $51, repaya.le ot .1 a.

RDLa33PHPhili~ppine National Bank (PNB) U 3 A' AllD $96 f 1Dv ororation Project 1- . p -$. fr yIl~ 0, 10000Cnecocotoa ro5Sotrso. groace at 5o of I percent interaa h,0. .0e 0 ra
Gorantor Republic of Philippines incal corrency gencrtted 0y I 1 d a a 0 9003 4

disbursement for purcas of url ?N. lamated ot of'it
Roint financing a result of Rank agr-ilture cmoditte0e
appratsal of local and foreign o-ianlge requreomito for setting up 0 oitment of $.205 an0 'tao-b
e private developenot corporation co T .""tTi2 c
in the Philippines,

Undr oan1 Agr-oeent, amortiotion o sof c n
0ch aduloe in lterest rItes wer Equity share capitae $6cph

to 050re0d between Bank and Borrow- $4.111 ppine -e andl$1,92 fm r01e0 p03 prepar t
o L0 Loan Account. was credited, banka and nesto- in U, 0

, 
0 Sipultion that final paynt

not to be later than January 1, 11110 to -1.od tr b 50.
full to PDCP on terms and cioo 1
'pecified inotairy Lean r m P
botween PNB and PDC,'

3ourc. of A T c) fun 110 uho d o
doc-or agancy7 C. It

3
, 0. o 0A

oiBRD .100 $713U1 Republic of Guinea Rank P1$0

Joint financing of Bank project i-3- AID 1,n: up to $21. r 0000 1 a d* arm
a result of Goernmnt request for local curcy requirmentc d0 o do.0l o t n

Tcoto' lyPreoam .$82d5 foreign exchange flancing from Bank procurement as co sour0e and oi 0 3. 0 1sand local currecy firwnoing fre either in borooer countr5 0r -
d on, pot, railway A.I . D. , for infrastructure project Repayable at the ,t.5 o 1. bor

complementary to the establishment in local -ry. Repayment Oar 30 o. and brr . g

oank Of a iarge bauite mining operation. yr. lncluding 0 0 0 ygc . ( 0
Mining operation to, in turn, So0ce of AID fuooe is prv co o on

poort raila3~ownship and necessary for feasible Bank project. PL-V6C of agrioltural o 0 ,0i03refinacngo previous engineering
loan S-. tU of $a.7) d th1abe n

$61.5 for 211 r, oancldng 5 yr. p e .f Bak and

grace at 6 pen tra-Sokod fmnn opn dL oetLr o
ani asociation of cix ix 1n0000 0 dennat 0

aunimpducera) opoi

Back pf P ec t

NOTE ~ ~ ~~~~Gvenmet execting agen rp ub o h a
project: officl- ngeetd

For addition* Bank/lTo joint financing operations (OF A B)0
iooolvinp th, US. DLF/AID see also the foilloing
l-n/Credita: K'mim t
Under "IR11t Joint Fina.cing Operations with Two Companio de Bauxite J i upo 1 su d.a 0ica 00ptg docu1nt 0 n fc

or Poid0a 266PAK/60 PAK; 310 OR; 379 EC/51 EC; Halco and Governent of Gu-a . a bl ir
863 fBI; •48 fAK; x6 ec aoouting agcy: $37.0 in. eiy 050 al

ondcr "IBRD/IDA Joint Financing Operationa with IDB": Until the long-ter arroangent a061 O comepleted, temporary arageants o ,
a banking eyndicate aded- by Bo
America have ben -deo 1 revide

reolcing bank ci J 0o g
ilder 11RD/IDA Joint Filnncing Operettans with Suppliers' $75.0.

Credis Arrangements": 536 CO

Under "IBRD/D11 Joint Financing Operations with FAC" :
roEoseo Upper Volte Teleoninunicationa Project.

1/ Seo page I.



(ii) IHRD/IDA JOINT FINANCING OPERATIONS WITH U.S. EXPORT-IMPORT BANK
(Milliona US$ eqivalent)

TYPE OF PROJECT
AGREBT ggToZ DOCUKENTA T ON

TOTAL COST NONRUIM XC £ !

FOREIGN EXCHANGE COMPONENi GUARANTOR JOINT LAN TERHS AND CONDMONS INTER-AE11NY LGREMEN'Th

BAN/IDA - IDAN/CREDIT ORIGIN OF JOINT FINANCIG AND OTHER FINANCING ARRANGEMENTS KMTM OF PRECUREMENT

IBRD Loan 33) PE Peruwvien Corporation Limited U.S. Eximbank. $4.75 for 7 yrs. (no grace Nirmal ion L dtocuna ne

Railway Rehabilitation (Corporation) period) at 5.3/4 percent Interest, plus atid bt.wen Encr-in &-b-11
$1.5 disbursed under 1962 lin of credit of effectivees and , e -

March 13, 1963 Guarantort Republic of Peru which supported first year of four year required ecur ty
progran. it form of ?"ortgage Agren h

$21.3 (Total cost of program Joint financing a result of Govwern- property of Corrio

which began July 1, 1961.) ment request to both the Bank and Corporation contribution: $1.8. ation, indutril Bno

$19.5 Eimbank for financing of the for- or ntity noted .s "re

eign exchange component of its four- (9ank Agrernt: .. n

IND Loan, $13.25 for 16 yra., year railway rehabilitation program. II C -

including 4h yr. grace at 5h
percent interest, Loan subject Inter-agwey Agrmet 'n ay

to reduction corresponding to the E-Un rceam am' nt' et y

amount the Corporation can gener- tn aae ;
ate in excese of its working capi- ip the epres e at , Ur' ' te ' oty

tal requirenta. upon th irnstrcio ":b) the LBRD oilii eod erstau

inatructio in pe,

c) agrreemn toa' iRD .ill cenu

anyaction. relate . ' .
-Y -sti.)> -

Suplmntryr yti edt te

Bank procrc.nt n ba1 ur int'rnatt n

bidding, xcc utng "cr Cicd '-1il :

of -pad 0;t I. n

Diebursement~ against vpara lists r o
a)l direl to~" a0 mmme'i '; 'cotrc a

expend i ooa mad > y'

b0) to reim.us a mmt0 e mi'' ) tani
tes tade by it ue atro r

c) irctly'1 to supplir, I

method (:0 aboe.

For--di--onl-IBRD-D-- jint--- ncing- rrangm-nt-- ith US.-E--bank-e-- alo-- nde:-"IBD/-D----nt-inancig--peationswith--o-or-ore------------------- -------

For ad~ditional IBRDf/IWit joint f~mancing arrangemnents with U.S. Exl ankt see also under "flDMlIhTD Joint Financing Operations 01010 Too or More Co-otir 93s'vli'i.



(iii) IBRD JOINT FINANCING OPERATIONS WITH 1.3. COERnCIAL BANKS
AND U.3. PRIVATE INfERESTS

(emillan 0US$ equivalent)

TYPE OF PROJIECT
AGRED1MT DATE SP9IAL PROVISIONS IN IOMi/CRRDIT
TOTAL CCST BURROWER D3CUMETATION
FOREIGN FXCHANGE COMPmENT GUARANTOR JOINT LOAN TERMS AND CCHDITIOS INE-AOENCY AOREMoTS
BAN/I1fA - LOA&/CREIKT ORIGIN OF JOINT FINANCING AND OfHER FINANCING ARANG!!MH!NTS METIOD O7 PROCUREMNT

IDRD Loan 161 IN Air-India International Corparation First National ity Bank of New York $2.5 Normal, separate loan doe-entation btwoen Bank and
A-India Project Bank of AnarIca N T. and S.A., $2.5 Borrower and between U.S. comwarctal banks and borrooe

Guarantorr India The Chase Manhattan Bank, $2,5 with cross-conditions of -ffectiveneoO and dofaul -
March 5. 1957 Irving Trost company: $2.5 default under the Credit Agrem nt with the ba-O, aylch

Joint financing a reslIt of Govar-nent The First National Bank of Boston $1.2 in the Agreerant without prior agremnL of the Bank, or
$23.0 request for assistance in financing total $1T for failur to diabrrs the Ioan provided for .n toe 0Are nt$?2.0 project and subsequent Bank indication op to 5.3/h year, oicflng 6 onthe grace were aI.o etipulated ao case. of default

that if India could arrange financing after final dellvry, at 5 pecent intereet.
IBRD Loan: $5.6 for about 10 yeare for two-thirds of the cost, the Bank Credit Agreement alo condioional r IR 1a-nga
including 6 year grace at 5.1/2 would provide the remaining one-third, AIr India: $6.2 a "first in ad last out bOxir
percent intenat with subsequet increase In the Oseo

of the original project. NO Mccorandum of Undrstaoding botwen. -a l and t in

Frocuremnt large4 negotiated, due to Uniteouc of

supply, otherico normal Back proeorec with 0sbur0en

against onparea liat of good0. it . ther 'e.ac i t-
their can procedures of disburement.

fBRD Loan, 272 JA Japan Developmrit Bank (JDB) for i.S. frixa
t
e Placeeent: $6.0 for 10 yeare Noei., separate loar dnorc to1Knao be

Third Kawasaki Project onlanding to Kawasaki Steel Corporation. Including 3 years grace at 7.5 pecnt Dorrower rnd Guarentor and betwec, the 1asaki 1010.
interest. tanvetort, tncluding cro00-conditi0 oco of offectivene001

DreMber 20, 1960 (as amended Guarantor: Japan, but April 24, 1967 Provisiooo for repayment of fack loan 0 10, akr6
1ril 2h, 1967) Amendment provided for JDB to assue full UtS. Hanover Bank: $2.0 for 5 years

responsibilities as Borrower nd Japan to including 1.1/2 year grace at 6.1/2 percent Sub 1-iary boan Agre-ent between *uB -r Kaad Or-'
3.0 be no lorger obligated under the Guarantee interest. considered a conition of effectiveno he

Agrerment of Decerber 20. 1960. end any default unde it ,nld ie a d u n t
No foreign echange component Dom.Stic .mortgage debentures $1.0 for Agrmn-ooTo . Tfhi Agree-nt re-ned in erret ude t
estimated, but nature of project Joint financing envisaged from beginning 7 yearn includig 2 year grocn at 7.5 Aenadnt of 1 7,
indicats major portion to be of project an a result of (a) the percent interest.
foreign change costs. ucces.ful experience of the JGB in Bank procurement on the basi of na>itom t

financing the Miboro Power Project (IBRD Internal cash generation: $5,0 bidding .icre imported nquipn t wa0 0ompetiti1s
IBRD Lonr $6.0 for 15 years Loan 220 JA) by the utilUation of a Bank
including 3 years grace at Loan and a Public Issue floated in the Bank diobueers t against 01parat o o
53/h parcent interest. U.S. through the First Boston Corporation the cout of expanditoren retroactive J

and (b) desire to strengthen the JOB to 103% of the reasonable cost of por gooa0 01 or 0 (
enable it to obtain its capital Mad. and (c) Amounts including local expenditu's0,0w0T
requireamnts on the World capital arket. have beer otherwie expended, or which are to be ex'pded

on the Project, in soch currencies nd at uc ities. 0
shall be agreed upon between the Back rad thr Br'rower

DIsbursee nt by other co-lender according to -0n promera

1BRD Loon 273 JA Japan Developsent Bank with onlending U.S. Private Placeantr $5.8 for 14 years, Docuentation a for IBRD Loan 272 JA, cept that Bw'
Secood SumItoo Projeot to Sumitomo Metal Industries including 3 ycars grace at 7.1/2 percent disbursement wan solely for the foreign oxc-hage em o

intereet. imported goods.
Docember 20, 1960 (as Alsended Guarantorr Japan., but April 24, 1967
Dcember 20. 1967) Amendment provided for JiN to assume Loan from Manufacturers Trust Co. of N.T,

full responsibilities as Borrower and $0.6 for 3 years at 6.1/2 percent interest
$161.1 (Total Project) Japan to be no longer obligated under$67.3 (Bank Project) the Guarantee Agreement of December Domestic Loane. $26.1 for 5 to 10 years$98 ( " ) 20, 1960. including 1.1/2 years grace at 6.5 percent

interest.3RD Loan. $7.0 for 15 yearn Origin of joint financingr See IBRD
inluding 3 years grace at Loan 272 JA. Domsetic mortgage debentures: $25.0 for

V/h crcent interest. 7 years including 2 years grace at 7.5
percent intereet.

Retained earnings and depreciationr $56.6

Old IBRD Loan: 201 JA $11.7 of initial
$33.0

Share issue: $28.9

Totali $161.1

-- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -



L/
IBRD/IDA JOINT FINANCING OPERATIONS WITH FRENCH AGENCI1

(Millions US$ equivalent)

TYPE OF PROIIST SPECIAL PROV1IS10 IN 1:00
AGRE!MENT DATE DOCUMENTATT0IN
TOTAL. rO10 BORROWJER
FORETGN WCOT COPONBNT OUARANTOR JOINT LOAN TERMS AND CONDITIONS INTEl-AGICYf AG. 00<12

/I A NE N/.RiZIT ORIGIN 0 JOINT FINANCING AND OTHER FINANCING ARRANGMENTS METHOD OF PROCUREMElNT

18 LIo, 23 R Cospanie Miniere de l'Ogooue Case Centrale do la France d'Outre-Mer: Normal, separat loan 'o. t b
MRganese 2oect (COIIL00) $7.1 for 30 yre., including 6 yr. grace at Dorrower/o o ri .nd0t0

3 percent interest. Borrower, o I n ldi. ro -

June 30, 1959 Guarantors, Republic of France default

Republic of Gabon Private Shareholders' Loans: $31.6

$81.9 Republic of Congo

No foreign coehange component (Brazzaville) Share capital: $4.2 Bank 'ov~dif 10 I

buoodht by nata~re of 
a) ox I, of i000,00 -

prwoot oast cate mere foreign Joint financing a result of or- Cash generated by initial operations: $4.0 b) agreemeo - h 'll -

exchange coats el French operations in Congo nosrtyS ron r Fn In

and respest by COMILOC to the repard . oep inhI too

INRO Loan $35.0 for 15 yrs., Bank for additional financing ) areen to ano

Including 4 yr. grace at 6 per- of project. raroe no e t.

cont interest for mine and d Ba g n a e e
washing plant, cableway, rail- nstallmenots ofIxe O0-n0l

oad, pot and general servicsi. 
allowint ofr y L
a1luitg -hol
ted fIl 1In the ower. s 've
twelve ooothe withot L
l-an;

s) agrsemet to conult oneao me t
amount of woring" ulr
with toe objec of ra ingcom.og a r

f) agr n to n

floan Agree0 . r'
Procur-ment a the Ier Mm
dling as Iar i pra1>,-

Disbursemet0 aa. re't

dinburosmn o aea xnu
and serii o eo
coived fro00 Mit- sharehl.d,0 0tot
theretoforo d, e fo ' o Mn Acoun

by way of Idvarre c
(cf. aon o 2 ' n'r

IRD1 Loan 249 MAU Societe Anonyce de Mines do Caisse Centrals do Cooperation Economique: Nor.!, ,opiralo 1000 1 t ai1

Iron Ore Project Fr do Mauritanie (MIFERMA) $10.1 for 30 yrm., including 6 yr. grace borrwentr/he0re0ncht0 beatwe and hon e
at 3 percent interest. betwoco th, Erect Oooo-ooy -11i 0,he

March 17, 1960 Ouarantors: Republic of France cross-conditlone of 0f0ecivees 1 d Ofou

The Tlamic Republic Share capital: $53.9

$0513 o Mooritnlaemcorandum of Agreement between .1he Bak0
$151.3 of Maurania French Treasury Loan: $21.3 for 15 yr., Centrale .. 1n 13ic 1 on 2,,' FT,

No foreign exchange component Joint financing a result of MIFERMA including 3 yr. grace at 8 peent interest. Prt-ent n t - i o Int- `
exprooeed, but by nature of reqcst to the Bank for assistance bidding as fa as ir,1 obl

proj0ct, mot costs were foreign in financing the project, and normal

exchange costs. scope of French interest in the area.Dib nt
dischrenen 'b- 10 9r 0 , r '

INR Loan: $66.0 for 35 yr., dbevit fo sef n t oan 09

including 5i yr. gra at 0e ate aot rei vo o * 01 00 ,1

percent Intere.t for wine, ril- holders- 00 tal n d01 ((0 0 >'0

way and port. together ihd
Arcom, anj li0t0- 'toh0 tr

Treasury foon ' ,I 3- 1

Bank Ua- Agr -
S-.'--- - - ---------------------------1 Loon-------- ---'.------

fif8 fan 37i Al. Cospagnie Algorienne do Methane Gaisse d'Squipement pour le Diveloppmoent de Normal 1r r I .. i 'I -I 0

.Lgnified a. Project Liquide(CANEL) l'Algeria (CE0i): $8.1 for 15 yrs., including GOuarnter and0 0 1

3 yr. grace at 4 percent interest for first conditi r t!

Ocy 1il 196 Guarantors: Republic of Algeria and 5 yr.- end at 5½ percent interest thereafter. iuaraol 3A000000, 01nt

several private intereato. and iougooao i4 No n

$89.1 Sharehoderas' Loan: $14.8 for 16 yrs. includirg

Joint financing a result of normal 5 yr. grace at 6 percent interest and Bank fta-oo Arin-t, . 1 1

No foreign exchange component operations of Frach and international subordinate to Bank Loan ant mintenance of ) presaynct 0u300 r n t!, o

e
3
xpread, but by nature of oil companies in the ares and the worktg capital. 0 r0 -

poject most cots were foreign project in particular, and request of Ic h 2.C6 00< L

.cchang. cost., the Borrower for assistance in financing Share Capital: $12.7 b) 0;'It "1- U,,

the project. 
00-'0, I--., a 0

IBRD loan: $20.5 for 12 yro., CEDA grant: $3.0 and 0U.0 00..00 'I'

tc-Inodfoog 2 yr. grace at 5½ 100 ,00 fho I lo10

-trt interet. Other Medius Trm Loans to be made to Borrower: rigf ' - - -m 0 2

$3.5 for 5 yrs. at 6 peret interest. No Lint awt i the He 1 0 r 0r

grace period. qatr' -l1- toe PB

Repaynt by Societe d'Exploitation des Hydro- Agret,-ilt oid t n
carbore d assI R'el (SERR): $26.5 in c) -quol nn toa, 0 0 I,
accordance with teres of CAMEL/SEHR Protocol its rights unei 0r t 0 of 0 0 phi

of March 8, 1962 for SEHR to finance one-third Boro-cef wo 1 in I 0

of the cost of facilities in excange for Boro o's k1a '1- ii

CAMEL's agresent to supply SEHR with liquid 5.1 of B L, 1 A0
natural gas amsountirg to approxiso tely one- 1) - - e.0 hltien -- t 00

third of the plant's output. repovment o .I0a0 I 0 _ r

Several substantial shareholder s' advances to

offset Borrowers' lo.eo. w hsignaiot 010 0 1 '
the ths h dOrs I C- r0 '

if "0A 0a, -d. oo 0 0o '

assigri 3tit

Agrenont btween the Bank and CEDA provided for

a; f.gcent on the arrangemonts required under the Assignment Agreement (see (b) bove) between the Bank, CAMEL and British Methane Ltd. ( 0 ectic

b) agreeent to consult each other with the object of reaching comon agreemnt before onsenting to action of the Borrower which snold inareae 11> db Lo-

a) agreement to consult each other before taking any aeasure which may envoke the articles relatirg to default unde their respctive Agreemen-s:

d) exchange of inforeation related to prepayment under Section 2.08 of the Bank Ioan Agrement.

Procureenst on the basi of international competitive bidding to fufloet eatet practicable.

Disburseesnt against separate lists of goode with Bank disbursing part paso with the CEDA loan for the foreigi exctge coste ofizported goods -nd 'r00

/ d-Aid et de-Coopera-ion (FA- - Ca---- C-ntrale ---------------- ----------------

1/ Wndis d'Aide at de Coopertion (TAO); 0.10m Centrals de Cooperation Pxoooiqoe (COdE); feohses dIEquiohpmnt poor Is fleveloppessent 1,0 I k1fgf.



I.) TRD/TDA JTINT ITNANiINC OPERATIONS WITH FRICH AGENCIES-
(tillion, US$ equivalent)

TvM IF PR"F C7
AEiquENT DATE SPECIAL PROVI ONS IN LOAN/(RDIT

TOTAL "CT BORROWER DOCUMENTATION
FPREIGN EICHANGE COMPONDFT GUARANTOR JOINT LOAN TERMS AND CONDITIONS a INTER-AGENdY AOtEEFMNT.G
BANK/'DA - LOAN/REIIT ORIGIN OF JCINT FINANCING AND OYTHE FINANCING ARRANGIMENTS METOD OF PROGURMTNT

IDA Credit 126 CD Republic of Chad Fonds d'Aide et de Cooperation (FAC) Normal IDA/Borrower dancontation, ne cross-codition
Mducation Project Provided technical assistance in a grant of effecten.-s or default.

Bank interest in joint financing equivalent to $1.65
August 29, 1968 arrangements In view of Chad's No temorandun of 'hroersteding, Put cie cooperoat on

poor economic position and depen- Government contribution: $0.55 with FAG for arrangements covering ilatorai tectracr.
$4.0 dence of project on provision of assistanc.
$3.45 technical assistance.

Normal Bank procureoent and disbursmet prt ocedum
IDA Crecdit $1.8 repayable on
normal IDA terms.

IDA Credit 128 NIR Republic of Niger FAC grant: $0.14 for technical assostance. Norma1, separato tDA/Borrower and FAC'Borrowr docmen-
Righway Maintenance Project tation as in I~ Credit 126 CD with only an jnformal

Joint financing a result cf Govern- Govnment contribution: $2.96 plus $7.50 underrtanding governing the FAG contrIbut on.
September 2, 1968 ment request to FAC to cover gap outside project to cover recurrent expen-

in financing part of the cost of Aiture during four-year maintenance pro- Normal Bank ptrormnt ccci disburs nt.
$8.95 including $0.82 for continuing technical assistante. gram.
feasibility end engineering
otudies.
$6.26

LIA Credit: $6.12 repayable on
noraal IDA tems.

'ouposed IDA Credit Republic of Dahomey FAC grant: $0.6, of which $3.0 for local Loan documentation ot yet aIlable, but wil presumab.
vi Agricultural Development costs be normal separate Agreemento betwoc IDA and dorrower w d
ject Joint financing resulted from co- betwee FAG and Borroer, ncludng cros-conditions .1

operation of FAC and Bank in prep- In view of Dahomey's poor economic situation effectioness and default.
Under consideration. aration of the project following and chronic budget deficit, FAC is finanoing

Govenment requet to both agencies Goverment counterpart of $0.4 representing A Draft Memorandum of Uinderu'ardng between IDA and FA>
for assistance. In view of the equivalent of taxes and duties paid os indirect provided for each party to:

$9.0 Government of Dahomey's reliance on imports. 1- keep the other currently tnformd on thc progrets of
$o. e (foreign xchange component) French financed technical assistance work; oechange views from time to t m, anoa lea0t

and particularly to French financing every six months, keep the ot ifrmed of aggregte
of budget deficit, association with aoti diebued urer hv
FAC was regarded as essential. 2- exchange Information ,il res to carta of the p-

IA Credit: $4.6 repayable on ject which are each lendero prticular ce rel,-

normal terms, of which $1.6 for ting to the placing of cotac t, ~or fo wos nd
local carts. materials, etc.;

3- forward in the other lender summary information con-
cerning "applications received for ditburscmento o
percentage bans," and infom the other lender c mny
event which would prevent such disbursement cithti
agreed poriode;

4- carry out its own sparato suparvi!io, with agreemnou
to inform the other lender befoethan of ty s - cydul
mission; afford the other opportunity to participate
therein, and exchange views onthe results of 002
inspection; inform the other of any event lIble to
threaten carrying out of the project;

5- consult each other, to the extent posible, PrIor to -
a) demsandig prepayment;
b) taking any action which coy re:It in suspenlo,

cancellation, termination;
) making amendmonts to each respective agr-esc.t;

d) agreeing to changes In the project, with the objec
of finding a jointly saitable colutico

6- advise the other before giving individual ceoent to
any request of the Goveroment under thirt resopecte
agreements.

Normal Bank procurement and dibursement for 100 percnt
of cost of all directly imported foods and equipment.

Local and franc zone purchases of imported goods to be
entirely financed by FAG.

Joint porcentage disbtrscrot aainst Iocmon list of goods
for all remaining ite.n to be procured under normal Bani
proceues.

Proposed IBRD Loan Socisti des Palmeraies de Mbongo et FAC grant: $1.8 to Government. Normal, separate draft loan documentation betwcee the
Cameroon Oil Palm Project daseka (SOPAME) Bank and the Rorrower/Guarantor, including cro-co-nditiori

Caisse Centrale Loan: $1.8 proposed for of effectiveness and defoult.
Under consideration Goarantor: Republic of Cameroon 21 yra., including 9 yr. grace at an

average of 45 interest to SOPAME, the Memorandum of Understanding between the Bank, Caisc
$14.1 Joint financing a result of Govern- executing agmcy of the project. Centrals and FAC and draft docoment followe pattern adapted
$ 7. ment request to Bank, FAC and Caisse from the Dahomey Oil Polo project.

Centrals for assistance in financing Government contribution: $2.6
IBRD Loan: $7.9 for 30 yrs., foreign and local costs of project. Bnk prourement and disbeurement for 100 cen t of cot
including 10 yr. g-ace at Project prepared under joint guidance of all directly imported goods and equipmeot will be In
6N percent interest. of Ban and FAC on basis of FAC-finan- accordance with noral Pack guidelines, with the excepftdo

cad feasibility study. of ane oil mill, the costs of h ih are to be financed
entirely from French fund. on ito bsie of competitlve
bidding restricted to the franc zon.

Joint percentage dilbursement againot a comon Ist of

goods for all remaining goods and srvi ce pocurd ,ocl ly.
(of. ise. 2.03 of draft Loan Agreement.)

Proposed IDA Credit Republic of Upper Volts FAC grant: $0.122 Normal, separate documentation expected, with informal
Telecosmunications Project assurances fren FAC concernn the contiouation of

No joint financing but FAC expected their on-going technical assistance.
Under consideration to provide ongoing technical

assistice. Government contribution: $0.63 Procurement is expected to be on the basis of international
$1.2 competitive bidding wherever wrranoted.
$0.8a

IDA Credit: $0.8 on normal 
Disbursement expected to follow normal Bank procedure.

IDA tems.

If Fonds d'Aide at de Cooperation (FAC); Caisse Centrals de Cooperation Economique (CCE); Caisse drEquipe.Mntpour le Develappement do l'Algeria (CEDA).



1/
IBRD/IDA JOINT FINANCING 02IAATIONS WTTH FRC"I AGECN-Vi

(Milli.n U13 equivalent)

TYPE OF PROJECT
AGREEENIT DATE IUI AT

TOTAL COST BORROWER JOCIIM&TAIN

'0REIGN EXCHANGE COMPONENT GUARANTOR JOINT LOAN TERMS AND CONDITIONS N AGENCY AMi T

BANX/IDA - LOAN/CREDTT ORIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANGFENTS METHOD F UF

Propose..d IBRD Loan/IDA Credit Republic of Senegal Goverrnmet dctribution: $2.? and on-lending Nomal an TA dcnna

Agricultural Credit Project in of prceeds of loan/credit 1o bN- for 1l yr,.,

Senegal Present project does not involve Including 'i yr. grace at. 3o percent interest. Normal 3ona I ccn and d
joint financing. Original Govern- expected.

Aaiting signature. ment request sas for IDA assistance Banc Nationale de Developpement du Senea- (BNDS:

in financing the continuation of a $8.0 of Its own resources and on-lenrding of pro- For additional n r bmet r e

$ 2 15 five-year groundnut and millet im- ceeds of loan/credit received from the Govern- aee also under: "I e a

$ 7.0 provement program involving a costly ment. BNDS) on-lending through cooperative- to ii th Too o M4re ndrs
form of external technical assistance. fa-nro expectad to be at 5t to 8 percent intr- o P, and nropos- I a

IBRD Loon: $3.5 for 30 yrs., Project .a begun dith the assistance cot over various time poriods from I to 5 yr.,

including 10 yr. grace at the of the European Economic Commnity with no grace period.

current rate of interest ien (FED), and eas later financed, on

the Loan is drawn down. Bank an interim basis, by the CCCE. Dank Farmer.: II n6

Loan not to be drawn down until appraisal mission* have assisted in

IDA Credit is fully drawn or streamlining and redefining the Bank

comsitted. project by separating certain ele-
mects for independent financing by

IDA Credit: $6.0 on normal IDA CCE anid FED.
terms.

1/ Fonds d'Aide at de Cooperation (FAC); Caisse Centrals do Cooperation Economique (CCCE) 'aisse d'Fquipemet pour le D6eloppent de l'lgrie D/1,



'RWTA ;,0 11f FINANCING PFRAr NSI' W:'A IEERMANY
(Millions US$ " eqialent)

AZREMNT LATE SPECTAL. PPAWISTONS IN 1,0AN CP[K
,A: C ' I" TBERR NP DOCUIE.fATION

F 1REY lCAN' COMPONENT GUAiNThR OIN'f L TGAA AND OINDTTIONS TNT1-AGENCY AOREYENT
BANK7A - ANS 'RhDT iRTilN 'F ' NT FTNANCIN AND OTHER cTNANCT`NG ARAANGFENTS METHOD 3F PROCUREMNIT

IBD71 ihI. 'r 0,:P-i -odan German (K'W) $l.' (n't'ed) fr 25 y -are Normai, sparat-e toan Iccumentation tetween t1he ank
D-A r 2U ncludiing 7 ets gare -t k-3/i eroent and Borrower and l'eiwe fW an -d Borrower, includir; t

,r. fmnaning a reslt of interest. coditions of effectiveness and re5 l.
7-s - lGoernmen' request to the Baok to

examine the techni;al and eomir onsent -onmtri buion: $1273 Administration agremn between the Bank 1RR- h. K11
$17 Ospects of the pro e as early as Borrower which provided -,r:
$. o 15. and subsequent Bark initiative . (a) methods and procedOres of procurenrnt to b du-etered 2

to obtaln additio'nal financing of the by the Borrower and the Bank (2.C2) with the coneuren'
TBRD, Ln: $19.5 for 25 years Proet fom owuntrie interested in of the Association and KfW;

i.luding I years grate at the development of thn Sudan. (b) the withdrawal from funds trovided n a1l three Ind ito
5-/4 perent interest Agreements to be ade on pp 1lication ' f the Borr'owe

> 0 e'itW.0 tntet normal(for reimbursement) to the tank, which ou'd prwre
lDA Ceeit: $13.0 on nomal TDA the amount no requested:

'1 35% IBRD
___ _. .. . ___30% IsA

alpm- of isbuseme, i1% N ta
aj apova of disburseent uder 1he Bank Agreenent Io At notiniedo er ther enaecrs, wich ould then disbusse thotrre'spectlv portion aconrding to 'er rsei aF' ets0

(d earc lnder to re-a-n their idepfendnt, rights of deIsoon ad ation uner their reepective Agrement, but the lenders agreed to close collaboratLion in matter relating to ,he
oee1tion, administration and suplerviio o1 f the projeLt.

Memorandm of Understanding bteen the Bank. IT and KN regarding Section 2.10 of the Administeation Agreement provided that in "Fpteal circumstanes, u11on the ro- )f udan, 10 d l4
suct teres and coditi-ons incilding special -om-it"ent charges or other pectl charges, If any) an shall be agreed upon by the Parties hreto, the Bank may enter int, recial ceIttnI
or the respective accounts of. Itsel. Kreditstalt and the Asso tation, to pay mouants to Sudan or others in respect of the cost of goods notwithstandiag any subsee spenit r

crn ellation of any of the Agreemes".

PrnaMet and disbursement aording t -oomal BatkII proceodures.

111RD Loon 37 TH Ilus'triao Finance Corporation of K : Loan dae December 20, 1963 for Noremal, separate loan documentation between Bok ond
Tldustril Finance Cornorattot T10 iland DMK 11.0 million (eqivalrnt) 12.75 for Borrowerl/Guarantor and between the KfIY andor dro'wer,

of 'haIland (IFCl Proet 15 years, grce perid not knti, at 5% no cross-conditions of effectvee or defaul-
'Iaarnitor: Kingdom of Thailand interest.

Merh 11, 5h Doamestic and foreign (U.S.. Germany. Japan, No Memorandun of Understanding bete he Ban ok A no fw,
Joint financing arose from the fact U.K.) shareholders: $1.9 increased by $0.6 but informal agreement to work together as -loly 1s

ig tenclgo that rmany had already sgned a million to 1a.5 million equivalent as a possible. IFT has recorded understanding that i' I11
ovailable iTne objertive of loan agreemnt, Decober 20, 1063 result of operain. use its best efforts to draw down both loars at th same
project was to raise resources If for the satm proct. r
IFT from $3.2 to $1.5

Normal Bank procurement and disbursement procedure.

0BRD oan: $2B5
cnellat on $.5

for .a maxmu of
5 years aith grate perims and interest

retodetermined at time the loan was
credited for qualifying sub-proj-ets

0Aei AF Kingstkm of Afghanistan UNICEF/UNESCO technical asnistance In Normal Credit dA entation betann the Ps and Bortror
u ati1on Projct the equivalent of $0 1 ,9 including requirement that arrangemenr's altisfactory o '1h,

ot fin"aning arose from UNESCO Association be made for UNICEF/UNESI a.d German grant,
bteer ',, 1964 participation in appraisal mission Kf`W grant: $1.8 before Credit becae effective.

and Germany's existing Interest In
providing technical asss taste to No Memoranchm of Understanding between IE and UNICh UN''

AfghanIstan . or Getmany, but clse informal ooperation during approto

1i': $3.5 on normal i1 em and administration of project.

.. _Procurement on the basis of international competitive bidhr

where possible.

P Ybursemeot wil_1 be for 100% 'f tie foreign exchange cost of goods and services for the pro '0t; with the "equivalent of a percentage or percentages to be established from time to Ime
1 agre.ment between the Borrower and the Association of such aounts an shall have been expended for the reasonable oost of goods required for carrying out Part B of the Pro0jec;" (sch l
ns truc t ion).

Thle IA Agreement amnded Credit Regulation 1, dated June 1, 1961, section 3.01 so that withdrawals fom the Credit Account could be made "on account of expenditures In currency of the
lorroersor for gooda prdien ed in (including services supplied from) the territories of the Borrower, in such currency or urrencies as the Association shall from time t , timereas.a'1

Kreditanstalt for Wiederaufbau (EfW).
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(vi) IBRD/IDA JOINT FINANCING OPERATIONS WITH SWEDEN
(Millions US$ cquivalent)

TfPE OF PROJECT
AGREEVENT DATE SPECIAL P121 1 N 1IN 311M/C1E
TOTAL COST BORROWER DOCUMENTA TNN

FOREIGN ECHANGE COMPONENT GUARANTOR JOINT LOAN TIMS AND CONDITIONS INTER-AGENY 'RE1 -NT

RANK/Dal - IGAN/CREDIT ORIGIN OF JOINT FINANCINO AND OTHER FINANCING ARRANGEMENTS MET1CD 13 PRO 1 3 310

IDA Credit 83 PAN Islamic Republic of Pakistan Sweden: S1.8 (unted) for 20 yra. inclu- 4rc-_ Lncire' uet o o-trea

Foodgrain Storage Project ding 5 yr. grace at 2 percent interest. rower an -3eden 'd i ar3wuer 33'
Joint financing a result of Swedish effectiver. n- d i .

February 10, 1966 interest and initiative in promoting Sweden to provide foreign exchange fian-
joint financing and utilizing Bank/ oing only. Poreent on tie b fe'g

$39.0 IDA apprai.al services, percentage diburn

$24.0 Government: $15.0 in local currency, plus
(At IDA initiative, a pendlg exten- proceeds of Credits to be mient to the Admiistrai-on A'tntc .ed --:r

IDA Credit3 $19.2 on normal saio of this projcot involving An Provinc of East Pakistan on IDA ter-. which provided er:
IDA to. additional silo is to be financed by a) etnc. an" prcedum1 3 3 Prcr tto3dt

Sweden, thus increasing total cost by t r,. rone :u1 U,,, iation 1 2

and Sweden'. percentage share in curr oF wd )
total financing.) b) the wit3rawai r from po ,tobete

3or 31eunr er, 3 the Aaeci0i' .3
tionc the amount33 3o regmaed: ~i

c) approvo d3iburce under t

niied trip 3,h Sveri3s Rik3bank, 3.g
which -ol th ibreItspr~

Swedi' ret

intraiton 3 I 3 e U" A 3 ader3

by Sieden-

iA 23radt 106 PAR Islamie Republic of Pakistan Swedern $1.75 (untied) for 20 yre. inclu- Docmen. . ce ac-

Laore Water Supple, Sewerage ding 5 yr. grace at. 2 percent interest. .) A r o td

and Drcinage Project Swedish interest cnd initiative in more fonA
promoting joint financing, but with- Government of Islamic Republic of Pakitanam b) S;upp.mentary 333t- '' 3tween he o r r o 3

may I. V67 in the framework of Bank/Swedieh en- Proceeds of IDA/Swedish Credit, to be re- authoi ng te

changes en projc. possibilities. lent to the Province of West Pakistan on 0ri em rr
terms Jmilar to those specified in the IDA meet rt - . e pr

$P.6 and Swedish Agreement. respectively, except je- 'e '33 - '' e ic 3 t: ,
that repayent to the Government by the Proc- dr-al rocres;

IDA Credit: $1,75 on comaol IDA ince we to be in rupe.e. c) percetage aisbrseent-

epFurther elanding of the prceeis of th IDA/ -eden
Swedisth reditsd by the Provnce to the Lahore d) distbuir. nt pr-emien J DAt Swedish Cred 2 a r
Iprovement Trost 1L1f) for 2; ye, incloding ment" provided for an agreed count of ! :-1 f ur"er
5. year g'ace at 3, percent interest. pepe ture 'o be dib1u3rsci accordtn, . y

Prvince of' 'West Pakitanl to provide the bal-. .. IDA
ane of ,.ai crr.eny fn'acing: $2.- eqci. 2 % we.ion

73RD Loan 523 IT Empire of Ethiopia Sweden- $5.9 (untied) on normal IDA terms. Docentatio sitame ats - c " f l r
id Cradt 111 ET P-ercent agedihburen:

_ourth 'fihey Project Swedioh interest and initiative in Government of Ethopia: $11.4 local currency

promoting joint financing, but within finanocin g. Parts A nd B Parts . m3,.
0.ncr. 15, 1968 the framework of Bank/Swedish exchan- 7iBR

ges on projeit poeLdbilitie, 20'5 [DA

6.0% Soedecn

1U Lo.: $13.5 for 24 yr. inclu-
ting Ye yr. grace at 64 percent In-
trent.

IDA .editz $7. 7 on normal IDA terms.

10 Credit .17 PAK Islamic Republic of Pakistan Sweden: $5.0 (untied) on normal IDA terme. Documentatico same a for 13A 're 3

SeZond Agricoltural Development Bank Perc fag di .eburceen o
(ADb) Project Originalappraisalof Project justi- Government of Pakistan: Proceeds of Credits 663 .' IDA

fled a larger credit, but problem to ADB for 20 yre. including 5 yr. grace at 3 3 3d dn
one 13, 1968 of IDA replenishmenut precluded this. )I percent interest.

$18.0 IDA sought additional for- ADB: Further relending of proceeds of Credits
$15.0 ego currency financing within the to agriculturalista for 18 months or longer

framework of Bank/Swedish exchanges at 7 prcent interet, plus: 3.0 In local
IDA lredit: $10.0 on normal IDA terms. on project possibilities. curr- cy fro. it .oo rasource.

EDA rdi t 129 KE Republic of Knya -et; S3.6 (catied) on normal I1A terms. Docmmtatjan -e A
L.i'etek Development Project Swedish interest and initiative

in promoting joint financing and Goverctmmt of Kenya: Prieds of Credits to be ) p r 1 3 3n
S.ptamber 26, 1968 utilizing Bank/IDA appraisal services, relent to the Agricultural Finance Corpcotion of -rP -iar'

but within the framework of Bank/ (AF) in Scoal currmecy for lb yr-. incliuding The , 3ra o to3
$Ut Stwedish cchanges 0n project 5 yr . grce at 3 perest interest plus 83.c th m
$ 4.i possibilities. from ito own renources. " o w

IDA Credit: $3.6 on normal IDA AFC: Proceeds of all loans to be relent ton
loose participating ranch enterpries for I, years,

including 1, . . grace at, minimum ? 
1 reet t) nar.

ianchlig enterprises: 6U.3' to lo.l -urrencv L
for their own reasrce. Han sa-"nii t
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Millions of US$ equivalent

TIME OF PROJECT

TAML DTE SPECIAL PROVISONS IN LOAN/CREDIT
MORIL EICANG COPOETURANE DOC|MNTTION

B N IM T GUANTOR JOINT WAN TERMS AND CONDITIONS INTER-AECY AGREENTS
&M/In ORIGIN Oy JOINT FINANCIN AND OTHER FIAIG ARRANGEENTS METHDD OF PROCURUEMNT

InA Warn SSOiptp Nationals d'Kxloittio et Sweden: Proposed $5.0 (untied) on IDA ter..c Documentation (draft) sae a. for IDA Credit 106 PANTunisao, wr Sctpply Pr'ject doe trlbtion dos Eaux (StINI) exxept:
Negotiation copleted, but no to epbSweden would lend directly to the Republic of a) procurement on the basis of international competi-
fotalag n on tes. atr Republic of Tunisia Tanisa for on-lending to SONEDE on IDA terms. tive bidding with 15% preference for locally pro-

duced goode, or an amount equal to the actual ous-
33.2The 0orNot of Tunisia approached SONEDE: To provide balance of local currency tome duties paid, whichevr is lower;

the Government of Sweden and the Bank expenditure, $13.2 b) Percentage disbursement:
ad early a 1966 with a request for 75% IERD
local and foreign currency financing 25% SwedenProposed TIRD Loan, $15.0 for a major water development program.

Por 25 yrs. including 5; yr.
grace at 6 percent interest.

Propoed IDA Credit and IBD Loan Republic of Tantania Sweden, Propoeed $7.5 (untied) on IDA terms, No documentation yet available, but likely to followTanania Second Highway Projoct plus a 'supplementary interim cetribution" of normal procedures noted in TD Credit 106 PAX .(Iyai -ro ro section of Tan- Sweden expressed "keen interest in up to $7.5 subject to IDA Executive Directorse' xocutive Directors apprved in rinciple of proposal forC Highwacy participating in financing this pro- approral in principle of IDA refinancing Swedih refirancing which will be requeted In the President's

Currently under contideratio r t DA dring the supplementary credit to Tanaan if and when IDA Report.r rt dr on. normal echangs of k/Sede pro- meplenioha t is achieved.
ject possibilities as early a. March1968, and before the replenishetn t Government of Tanzania: $8.0.$X0b problem becameac cute, but due to this
problem IDA also cought additionalFinancing still under conider- foreign and local currency financing.

ntion, but project appeare suitable
for arternal financing up to 80% of
total cost, i.e., $3D.O. Doe to
I1A ,aplnishment problems, proposed

I -dit limited to $8.0 wIth Bank
1 $7.0.

Proposed IRD Loan Imperial Board of Telecoonunications Swede: Proposed Credit of $6.5 for ?5 Yrs. Documentation rot yet available.
hthaopt Fourth Telecoemunirations of Ethiopia (IBTE) ircluding 10 yr. grace at 2 percont interest.

(Untied) Project represents a part of the sector program.
duarantor: Epire of Fthiopia List of goods will presumably identify parts of 'th progm oReady for oI ommitte tIBTE: $2.8 from proceeds of Bank L. 41l ET, to be included in toe project, for whch the foreign ecthS ntcosideration Joint financing result of requst of plus balnce of fincing required: $13.16, componet would be financed by Sweden, 5O, and tw Bonk, 505%
GOenment and expressed interest including local currwgy component of $9.0. The Borrower preferred that too re.nt-ir of the prject should

$1. by Seden durig normal discussions not be subject to international competitive biddirg in order
with IDA on project possibilities. IBTE proposes to finance $1.1 of the $13.16 to save time aod to benefit from standardization.

Proposed IBRD Loan: $6.5 with a rpplier's credit at 6.5$ repayable

For 20 yre. inludig o yrs. over 8 years ith no grace period.

grace at 6k percent interest.
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(vii) IBRD/IDA JOINT FINANCING OPERATIONS WITS THE UNITED KINGDOM AND ITS LENIDING AGENCIES-
( Millins 03$ equivalent)

TYPE OF PRO.JECT ENIN
A 'REENENT DATE OUENA,

TOTAI 1l CC3T BORROWER l i? PASS i
FIREIG11 ElCRANGE COMPONENT GUARANTOR JOINT LOAN TMMS AND CONDITIONS INTER-A YMi AG FMTL

BANK/IDA - LOAN/CREDIT ORIGIN OF JOINT FINANCING AND rIPHh.R FT1ANCING ARANG:FENTS M( D R'CU

IBRD L.ar 115 ON Original Borrower: Federal Power CDC: D?. (uttred) for ye. for each tranche, Normal, epara' cnt o-, It

Kariba Project Boani (FPB). dating from March 25 of the year the installment Borror nond 1ot'eoe

Guarantor: The United Kitgdom until rat avder, nuing t yr. grace t Ilterelt rdoeriadng Arra en.
June 21, 1956 1964, the Federation of Rhodesia and rot -rgrg 7 percent per 1. th.,

Nyasaland. N -ad, Ud - c;
Total Cont of entire Kariba Borrower under the Loan Assumption CDFC: $81. utied) for 25 yrs., incloding 6 yr. No Memoad of Underm n

Program: $322.0 Agreement dated December 30, 1963: grace at t percent interest. c-leners.

the Central African Power

Total Cost (Bank Project: Dam, Corporation (.APC). Various Copper Mining Interests: $5t.: to the Loa Anmavon r.me-

Power plant, transmission line) Government for 2118 yrs., inc luding 1 yr. grace the U.K. w A
$2262 After lat January 1964 additoa. at 'a percen ierest, 0 reco'ed tie ra.: ,

guarantors 
the on Ageemer L the

Foreign exchange component not The Territory of Northern Rhodesla; rctih outh Africa -omparj (33A): $11.2 to the bh) provcs f1 o the don Uf'hi.o ar

specified, but Bank Loa to be The Colony of Southern Rhodesia; loeremeot in four trancher for 20) yr-. from date el adoded cruc-corlite defaul fm, t re

used for firancing only foreign each trche (with no grae feriod) was received .rmam -

exchage costs. by the -093 '0 I) at', poeret ttrest.

Joint financing a result of request.

IBRD Loan' $60.0 for 25 yes., by the U.K. ard the Govenment of Two prvat.c bank-: Barklay's D.C... anA rndarr Procuremen w n t-e -I. ,t 'e

including 6 yr. grace at 5 per.- the Federation for assistance in Bank of at th Ifrica: $5.6 eh to iowerment. for bidding.

cent Interest. financing the project. ?5 yrs., including 5 yr. grace at r percent In-

terest wth grace period beginning from time last Bark prorcreent a. re a0an

instn»cent of each loan paid out indivilually. goods for t4e IorIS cl ost0

for 'he a 'nk pc

Govemnent contributio: C12. ? 1or approximately
20 yr,- aith vaeying grace Ceiod, from t, 1`2 D ibur A. i -r !o11tr 4

yen, at an: average -f 5pre te0rest. -poer r-ec ,d

.ent on-lent to FPf0 pr'cedc of loan from th.

copper inrerestS, the MiA, the privtr bank wnd
its own cont ribution on the same te.r it re-
eived, ecerpt thet1: inthe ca00 oif to loanc fromc

the copper intere ts, repaeent frem 'B incladed
v yr, gence period.

Balancez1 "f o4.: was to hr obained from ternal
eaeh generation.

13MR ,oan 210 MA Central Electricity Board (CEB) of Colonal Development Finance -ompanw, Ltd.: Normal, separate !-an ' "i

Cameon Highland Project the Federation of Malaysia. $1.4 for 20 yr$., including 10 yr. grace at Borroer/0uarant-r, been am ''r
6

.3/A percent interest. CDC and iarrower/luaraole-, rz '

Septeciber 22, 1958 Guarantor: Federation of Mtalaysla. of effectiv5ness and dcaal n

Govermnt Loans to CEO: $12.? for 40 yre. at Sn

$51.2 Joint financing a result of Govern- percent Interest. No grace period. No Memorandum of Understandilg, out cio.e c:i<erau

$35.6 ment request for assistance in fi- with and f;alt

naci.ng the foreign exchange campo- CEB contribution from eamIngs: $1.5 to: of project.

iRD Loan: $35.6 for 25 yr., nent of the project and normal CDC

Including ' yr. pace at 5.3/4 and CDFC operation in Malaysi. Bank reqpired that CEB make firm arrangementc for N.ormal Bank pocuroeen ac di 'bu'eent rc 'du

pe~rca' ietereit, r Stage I financeng capital works of program not In project a separato list at go1 for oeign e nauge'n

of fa r- Htigrlands Schen. before neg.otiotins were to begin. Subsequently, Stage I of 'a-eo ighland rjet.

with Bank representatives present, CEB/CDC/CDFC
agerd in ondon In 1118: procurement and dcisbursent af -nder u

a) that CDC would release immedately the charges their own praoeures,

it had on the assets of CEB to secure out-
standnlg debentures due in 1960 and 1:63
itoalling $19.82 in exchange for a ,overnment
Guartee and;

b) thot IC wold make a fresh loan to '2B upon
the CFf redeeming the debntures, in tne same
amount over 25 years at 6" percent interest.

iBRD Lo 303 KE Initial Borrower: Colony and Pro- Original financing arrangements (1961i) Na , vepate loa docum'enade 1! ,

and Settlemeot aral Development tectorate of Kerya. Borrowe II'' ' a 3er-'', -1 0'

ojev U.K. Exchequer Loan: $6.5 (untied) for 30 yro., including c o-'on it.i on or tieet vee

Cuarantr: United Kingdom including 1 yr. grace at 6e percent interest.

leve~ft~iv .2~ Suppleroental Agreement: datedt Api'..

Final Borrower under Supplemental CDC Loan: V,.2 (untied) for 25 yrs., Including Bank, the Borrowec - 1. tne 7K. povi ''t r e

a e ae (61 Agraeement, Kenya 5 yr. grace at an interest rate between 7 atd of Coe ti t 1c eyo ferely " 1 i

e8 percnet. of tcnyo, o-1 the ' L, I't:o 0'' it ':'

$ aG Quarantor: United Kingdom Under the cupplemental Agreemet, than tr

CIDF Grant: $3.95 remain e f ., evea though only ii. ws ape
RD ion (1961): $8. for 20 yrs. Joint financing a result of re- withdrawn under the revisa project. Theirema n

necluding yr. grace at sarious quest by the U.K. and the Govern- Overdraft by the Land Development and Settle- as leCO foro e 'tid ng of add,0.ut

interest rates to be notified to ment to the CDC and the Bank for ment Board, the executing agency, for 5006. eub-projecta, toot was iiu:equnl

the Borrower as loan drawn don. asistance in financing the pro-
ject. Financing gap of $1.0 expected to be covered No Oomri.:do of de0:ao.tt 0, 0'

li ed P- L .t by farmers' repayments of loan. betwen co-lender' larm appr'ainl, n ion0

11vsed P c 1aninstration 
.f orject.

$ Financing under Supplemental Agreseent (1964)
Procur-emet or th basi-0 o1 intrn', na i amp -

IRi appleentc Aeemenrt (1964) U.K. Exchequer Loan: -3.7 (untied) for 30 yrs., bidding dere possible. 2- nk toce ':

tB Sgpnal Loan Agreemont( including 1 yr. grace at 6½ percent interest. ment against a flst of goods fcc -b-orje-

$8t 4 approved by the bank and IDC i lte f20 e

o. CDC Loan: $2.3 (untied) for 15 yrs., including over-aIl program with di'rsemot an a pe

n l .6 for 17 yes., inl- 4 yr. grace at an interest rate between 7 and I
ding 1 yr. grace 8 percent. 33. 311

at varios interest
rate to b nai- CADWF Grant: $4.37 Remainder of projee- 'roads, and 0reae

fled to Borroeer as financed by the ovrent at: longt ie n

loan draw down. Overdraft deleted with dissolution of Land .K.
Development Boan.

Financing gap of $1.0 to be provided by the
Govornent of Kenya.

(Colonial) ;ommonwealth Development Corporation (CDC); (Colonial) Commonwealth Development Finance Comparg, Ltd. ('DFC); Colaonil Development an ,el und

U.K, Export Credit Guarantee Department. For convenience, operations involving participation of British commercial banks are included ur..r t- he'an.
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TBRD/IDA JOTNT FINANCTNG PITInNW WIT" THE T1" KTNCTIn AND IT LENDITNG AGENCH l'/

,illione -$ equ iva-enl

YGMENI DAT .,1IA RI' DNS ]N LOAN/,iI
T ITAL ,S BORI0WFBi IOCUMNTWATTO'N
FORETON FEX'HANGE C11MPONENT GUARANOIR ,INT LOAN TFRS1 AND CONTDITLINS INIR-AGENCY AMW T' S
RANKITDA - LCAN'CREDTT . N1 JOTNT FTNANC!N AND "TM1FR FINAN: ARRA!GcNENT" MEHOD 'OF Pt N

BRD I oen 33. 'Y Electricity Authority of Cyo'pre'.o .K. Eport Credit turantee Doepartment .6 Nole0 eparato '1an dtamentat n cere UN thel
Power Project (MAt ttrd), for 2 e. y r ,,icli o ,vr. grac e, Brr.o -owrrtr ard b -n tnr 0.6 andtBorrower.

hover, ,K. 'fInanir t was dpeent on. tnet No cross-cotons Ifct Ite"o'.t't.
April 17, 1963 .uarantor: Repulbic f Cypns results of intoernational cotpetitive bidding Loan Agrreeet' eff ivreastco"ntinget up'o ce

and, on the rate of in trest on U.K. Pfue making arngmtrts stifacory -t to' .he 10k fr .ia
$320 oint financing a result of Gvern- being less han i nterest on Bank Loar itma, the reoatrader othtie coot. of poject.
$24.8 -ent roquest for assistance in fi- Thuo, only $''.6 woa dran 0o0n at about

nancing part of th foreign exchange K.5 percent fnteres No Memorandum of bnsta.g bet ie Ban anod the
BRD I $oan: $21.0 for 20 yrs., otponent of te project. U. K.

including 4 yr. grace at 5 EAC Contributon t 9.1, "eluding locally
percent interest, but subject arranged loan for t.2 for 2 yros., includigP Bank procrent a'nd dburst otrdr to n tn
to eancellation depending on 3 yr. grace at 6.3/8 percn interst. procedures.
how much of 'K. Credit ws
tilised. Cancellation

amounted to $5.732, due mainly
to readjustment and savings on
pre ject.

IDA Credit 66 KE Republic of Kenya CD):12.52, of whi-h t1.9 ofor the first otage Normal, sepaIte Iotn deot, on or t A .
Kenya Tea Development Project of the project ior 15 yre., including 10 yr. BLorroeo, C- ad 1orrowr n1 betee U> an0croe

Joint fi nancig o result of Govoer- grace at between 7 and T, percent, except that including eoes3c o ne o effectvenes mi defolt
August 17, 1966 me/t request for IDA assistance In the first installmot was to be repaid over

financing foroign and local corts 15 yrs., including 11 yr. grece; and $0.56 for DA Ageerrant also re irod .o conditioof I ftiven.
$8.96 (includes field sector 011 of second stage of tea development oecond stage I honk project) for 16 yrt., in- a ubsidiory lo Agreoecnt betwen he tort

factory sector) project begun with the assistance cluding 8 yr. grace at between I and 7,, per- KA, and normal frojce .greemet bAgtn IA ana
of CDC and Kreditanstalt fuer cent.
Wiederaufbau (KfW) in the late No Meoorandum of Uderstandg, bt, cloe e e on al

TIM Credit: $2.8 on normal TDA 1950'. Commercial loans and equity capiltl to Kenya exc hsage of 1n, -or Iao etween lending ogee c m'toere, to finance oth foreign Tea Development Authority (KTDA), the 'overn- appraaa., nergotiati.'o and obrdestaton of project
and local currenoc coets in the ent eectinfg agency, for the factory ector
field sector of the project. totalling: $1. 36. Commercial loan. acre for Procurement on theC basis of ilemational 'op

1 yr'., inoluding 5 yr. grate at I percent bidding where possible.
tterest.

17DA dihursement agai5t notificion £ expnse e in
iscellau Govemmtient Ltoton to AIA: 30.854 flied sector for foreigc ond Io. cum0 ey a end1.2

total, of which $0.5o woe from rocee of with to following li101tto C ct 2 IDA rdi
German loan (KfW) to Government for I yrp., Agreement):
including 5 yr. grace at 610 percent interot a) wihderawal aI be o 'ltmi o t, lesse0 ;0
and relent to KTDA over the same period, but portion of the oxcessotIa'r payents over -z
at 4.5/82 percent intereot. In xddition, the receipts in reepect of the fild , sector of tote Progr
Goveresent also relent the proceed of the which Is not financed by :Dl or (16) tire quivltot f
1DA Credit to KTDA for 16 frs.., including specific amouts noted in section 2.03 hrough (it''
8 yr. grace at fV percent interest. 1)65-66;

b) no Ithdawols shall be !0de on account 2f ccd' rs
KTDA contribution: $0.146 incurred prior to July 1, L16;

c) no withdrawalt shall be nade unless by the fto of
such withdrawal KTDA hat dr.wn o total of 0.? 0 o
the loan frot CDC rferred to in Recital 1 0 t
Credit Agreeoent plus 40.112 of such, loan frc
completed three month period ubsequent to Jtu,

1966.

.1DA Cred t 109 M .. public of Ugnda Government contribution: $2.? Inclusive of small- 112: Loan to UT,' of $D.861 fo ?0 yr incli.ng yr ge,
Uganda Tea Growers Corporation holders' contribution and UTGC fir 20 years., at l'a percent interet for the tir t 7 ye.r nd ape.
Project eJoint financing a result of Government Including 6 yr. grace at 5 peroent Interest. 8 percent Interest thereafter. tore t c.ry sector

request to CDC and Bank for additional (T0.8 balance of IDA credit to be used by which is not financed, by IDA, CDCo 0 llinneC
Setember 1, 1967 financing of Tea Development Program, Goernme t to pay for technical staff it was to contribute tp to a moaximum of $2.t towardt halt t ott

along lines similar to thoe in Knmya preeide to UTGC). of the factories aand woen required, tne other hat
Coat (entire tea development (of. IDA credit 6 KE). Bank appraisal coming from the Government.

p. )a) $11.6, Including field based on earlier study by CDC updated
and approximate cost of factory by Bank mission. Loan iocumentation as for IDA Crediemt64 ci, tcncluing -ros
secaor conditions of effectiveness and defolt-

IDA disbursement up to $2.6 against simultaneous notification to IDA and CDC of eopenseo nede In the field sector of project for foreign end ia .i
Total Cost (Bank Project): expenditure for amount equivalent to 75% of such amounts as shall have been expended by UtiC less the revenues of UMC during the peri od 0' uc
$6.6 (Field sect.r) expenditures. CDC would simultaneously disburse 25% of net expenditures of U1C as computed above.
$1.2 (foreign exchange component)

IDA disbursement of up to 120.8 In amounts equivalent to 801 of such amounts at shall have been expeded by the Governmet ot staff ftc t Pt 0 o. 'a1
IDA Credit: $3.6 repayable on project. (ef. section 2.03 IDA Credit Apreenmit and Schedule anneed tiereto.)
normal IDA terms.

IDA Credit 130 UG Republic of Uganda Comercal Banks $0.948 ans to ranchers Normal, separate loan/credit documtnstatdon, between 1Beef Ranching Development Project and ranching enterprises directly for 10 to and Borrower and between the Uganda Commercial Bankt
Joint financing a reeit of Govern- 12 yre., including I to 4 yr. grace at 8 to and Borrower with Peoject Agreoent and -ubLdiry ,oanOctober 5, 1968 ment request for assistance in fi- 8 percent interest Agreement. The Projoct Agroemet p-oided 1r AdintII
nancing project and Bank's efforts tion A.eements between the UCB ad 102, th'e crt-ipatin

$5.1 to broaden the project to Include Rancheret $0.9A7 Barks. 2cf. ecton 2.02(h))
$3.0 the commercial sector and addition-

al ource of financing. Government contribution: 10.190 and on-lodIng No Memorandu of Unierstanding betwoer 1DA nd the
rDA Credit: $3.0 on normal IDA of $2.8 of IDA Credit proceeds to UCB (Uganda Commercll Banks.
terims. Commeroial Bank) for 10 to 12 yrs., including

3 to ft yr. grace at 't to 6 percent intereet. Procurement on the basis of international coti'
Balance of $0.2 of IDA Credit to be retained bidding where possible; otherwise 0ocal purchi o n
for technical assistance provided by ooern- ompetitive basis.
ent..

1DA disburseent on a percentage basis, i.e., "75 pe r
of uch amount. as shall tave been di, brsed ry hucUo
or by the Participating Banks undr t'e ranch devot, ot
loans described in part A of choedule to this Agreemt,
and for "the reaoonoble foreign exchango of goodt
repired to carry out part B of the Project." (cf. setio
2.03 IDA Credit Agreement.)

1/ (Colonial) Comonwealth Development Corporation (CDC); (Colonial) Commonwealth Development Finance Company, Ltd. (CDFC); Colonial Development and Welfare 1nd (CDWF); -eottcr andU.K. Export Credit luarantee Department. For convenience, operations inoving participation of British commnercial banks are included under this heading.

2/ These banks are at present Barclay's D.C.O., National and Grindlay's Bank and Standard Bank Ltd., along id t their respective development corporations. These fiancing rrangement,
were devised during negotiations when it was determined that the Government could not on-lend the proceeds of the IDA Credit to any financial institution that woa not - approved bod1y'
under the External Loans Act. Under the agreed arrangement, UCB would lend directly to ranchers on its own account and to rarchera and ranching enterprises through other particpating
comerial banks which would act as its agents.
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IBRD/IDA JOINT FINANCING OPERATIONS WITH THE UNITED KINGDOM AND ITS LIENDING AGENCEES
(Milliona US$ equivalent)

TYPE OF PROJECT
AGRE!MENT DATE SPECIAL PRWI 1 CD'

TOTAL COST BORROWER DOCUMENTAT1ION
FOREIGN EXCHANGE COMPONENT GUARANTOR JOINT LOAN TIRMS AND CONDMONS INTER-AGFli IfA;am T

BANK/IDA - ILAN/CREITT ORIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANGEMENTS MEPH-D FOF R'iR N

IH Loan 563 ZA Republic of Zambia U.K. grants $2.2 already expenIed. Nomral, separate Ioa c-mn-tion bewe r ank

Second Highay Project 3orrower.
Joint financing of successive stagea, Goverrnent contribution: $4.1, including $0.2

October 5, 1968 with U.K, financing expenditures up already axpenied prior to March 1, 1968. No Mamoranldu of Unerst
to March 1, 1968 from a grant of

$17.0 (including $2.4 already $2.2. Nor.! Bank procurcot proceduresLo t i r r
expanded prior to March 1, to 70 percent of proj1ctc oss, rCe

1968) mated foreign exchon ge omonen - Anan

$10.7 to February 1, ,16P oas prvi;4 -g m
(Section 2.(3), except that nc iJ , o '.o.

IBRD Loan: $10.7 for 20 yra., made onccunt of tnitial expntt ure n p
including 2 yr. grace at 6½ per- aounting to Ute c l n of r
cent interest.

For additional joint finac o rrangoments itho the,
see also: "B'RD/1DA Jotir )ieno tion h h

or More to-lenders," reit26 At
548 PAK, '10 GH, 393 !Mf, %O 7 .

1/ (Colonial ConemonweaIth Development Corporation (CDC); (Colonial) Commnonitealth Development Finance Coepany, Ltd. (CDFL); Colonial Developent ad Wtfar nd ( t):
U.K. Export Credit Guarantee Department. For convenience, operations involving participation of British commercial banks are included under this headng.
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(vit) IBRD/IDA JOINT FINANCING OPERATIONS WITH THE INTER-AMERICAN DEVELOPMENT BANK
(Mlcliloni US$ Equivalent)

TYPE OF PROJECT
AGREEPENT DATE
TITAL COST BORROWER SPECIAL PROVISIONS IN LWAN/CREIT C NFJINTA'TIN
FDREIGN EICHANE COMPONENT GUARANTOR JOINT LOAN TERMS AND CONDITIONS INTER-AGENY AREMENb
BANK/IDA - LOAN/CRMIT ORIGIN OF JOINT FINANCING AND OTRER FINANCING ARRANGEMMTS METFOD OF' ROCUREMENT

IDA Credit I M Republic of Honduras IDB Loan: $2.25 for 20 yr., including Normal loan/cedi dl-o ocumentation. bewe 0D an orrowerWestern Highway Extention h yr. grace at i percent interest from with -cs-coditions of effectivenese and dal.ait.
Borrower requested IDB help in FSO resourcnel4 with local currency coil-

may 12, 1961 financing its ehare of the pro- ing of $0.75. Bank agreed informally that Borrower cu-lo finance part
ject costs under separate arrange- of its share of projact costs through IB loan before che$15.5 mente. Government contribution: $2.25. Bank -sgned its credit.

$ 8.0

IDA Credit $9.0 on normal No Memorandun of Understanding. Arrang-ents cr -
DA tm currement, diaburoemnt, etc.o, were corked out -n a d

IDA o-..basis as t.he projaet progressed.

Procureent 00 the baic of inttrnatonal competitive it-
din.g.

Separate disbursemnt directly to -ontractorn by IDA/ilD
respectively; in foreign or local currency as rcquiired.

IDA Credit 01 90 Republic of Bolivia 1DB Loan: $3.1 to Government with Emtpresa Normal loan/credit documentatio a.t In _1 Aredit 1 H0,ENDE Power Project Nacional do Electricidad (ENDE) as execo- with the following addition--
Joint Financing a result of Govern- ting agency (ENDE repays principal and

July 21, 1961 ment initiative taken to obtain interest) for 25 yre. including 5 yr. grace 1. Standard Bank/IDR Me.orandum of dunderstanding bad: en
siditional local and foreign currency at 1, percent interest from FSO resources arrangements worked t fcr 1DA odit I 90 inclods

t financing to complement Bank contri- with a local currency ceiling of $0.1, a) sa-oay of financing arrangoen and d.ta,,I
bution. common list of goods and servIces;

Governeit of Bolivia: $2.0 b) agreement to cooperte c1oely in -dcinistration Orc
IDA Credit: $10.0 oe noreal supervteion of toe projct, and to exchange infor.0
IDA ters. Original overall project divided three waysi tion oeriodically and consult on appo-priate acton,

(i) Bolivia Power Company project financed especially in the event any coniti0on ariea wtch
by IDA Credit 62BO for $c.0 and Borrow- affects or threate to impede prorees of the pr-
er $2.7; jc;

(ii) financing of separate project with AID c agcrevent to cnosult each oth0r oreo cltakg " . y
loan of $.4 for 40 yrs. Including 10 yr. measure of cmco icterert. ecctiy in c -xr-.
grace at j/ of 0 percent interest; ciae of any rights cnlar c separate Ioan 0g.-

(Iii) ENDE project joiitly financed by IDA/IDB ents; and, in event of dcfrence of iec aout
and Borrower. what action is to be taken, agr-ect b u bes-

efforts to reach a mutuaily accsptable resolution;
Government contributed proceeds of IDA Credit d) IDB acceptance of IDA idlcrship; inluding IDA re-
to ENDE as equity contribution. claw of matters of common intoret 'wth a view to

suggesting appropriate action to sucn matter. a0
approval of consultants, award of -tracts, end- uv
inspection" and other matters, subject to the nds,-
pendent right of each lender to receive report0,
inspect the project and aike decisions;

e) procurement and diebursement procdures.

2. Procurement was on the basis of intero tionl coapetl-
tive bidding.

3. Disbursement was against a joint list of goode 0o the
following percentages:

76% IDA
24% IDB

OBRD L-a LOO HO Republic of Honduras IDB Loan: $10.1 total, of which: $2.1 from Normal loan/credit documentation and ctandard Memaorndum IS oredit 71 O Ordin Cital resources, for 25 yrs., in- Understanding between the Bank and 1Mh as in IlA Credit 61 Fit,Road Project In view of Borrower s fiscal cudTg 6yrs. grace at 6 percent interest. except:situation, the Bank consider-e.ary 2, 1965 ed external financing of up $8.0 from FSO resources for 25 yrs., inclu- 1. IDB insistance on including in it. Loon Agreement cero
to 80% of total cost of the ding 6 yre. grace at 6 percent interest, in- "Conditions Precedent to First Diabursoment" w1hich de-$23.6) including $0.6 for previously project justified, but was un- cluding $0.6 for previous engineering studies. layed effectiveness of the Bank/IDA~Lcoan/fredit Agro-$il,.O) completed engineering studies willing to contribute the full Local currency ceiling was $2.4 meats. These conditions included submisnlon tID iDB b
amount and sought additional the Government of plane for improng and nodernizicngtcI Lon: $6.0 for 25 yrs., inclu- local and foreign exchange fi- Government of Honduras: $1.0 highway cost accounting system, the Plannicng uoit of theding 6 yrs. grace at 5½ percent In- nancing from IDB. Ministry of Comanications, and ap0-fiod ions - u,,

terst. 
highway program as well as proof of the alloation o

IDA Credit: $3.5 on normal IDA Government funds for highway maiuteance, e-i-ece of
prior acquirementof rights of way for specific road se-
tions, exclusion of imports for the projoct from taxeo
and duties, and a signed M.eorandum of UndeUrstandti i
tween the Bank/IDA and IDB approved by the orremr,
Some of these conditione could have boen ncuded a0
covenants in the IDB loan agreement, since thcy wr not
necessary preconditions for efficient technical oxoee.» ;n
of the project.

2. Secial Priions In the Meorndoum of Understandoin
a) omissIon of section cknowledgirog Bank -aenr ,I nd

insistance by IDd o equal responiI Ity for prc-
supervision and administrution,

b) provision for Bank to0 ove any excess local curc
costs over the ceiling of $2.1, with furtho- areemenc
tht IDB would then co.er forcign ecrhange cost ec
otherwise would have been paid by the Book;

c) agreement that expense for project supervonc andc
inspection stipulated under the 1DB Agreenent wculd
be burns entirely by the IDB and not subject t j.oit
financing.

Disbursement against a joint list of goods fur the Bank/'DB
in the following percentagesi

10% IBRD/IDA
40% IDB
20% Government

1/ IDB "ordinary capital" resources, until January 1, 1968, were available for procurement on the basis of unrestricted international competitive bidding, except tha the 00e cf t: local
currency component of the paid-in portion (there is a "callable" portion as well) could be limited, at the option of the contributor, to domestic procurement. In practice only Guatoac
and Mexico invoked their rights under this option. Until Jauary 1, 1968, FSO resources were partially tied and partially untied, the portion of tied resources incrasoing i th ccessoe
replenishments in local currency (particularly in the case of U.S. contributions). By the end of 1967, the untied portion was virtually exhausekd.
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(Millions US$ Equivalent)

TYPE OF PROJECT
AGRESM"T DATE
TOTAL COST BORROWER SPECIAL PROVISIONS IN LOAN/CREDIT tf
FOREIGN 1CHANGE COMPONENT GUARANTOR JOINT LOAN TEMS AND 3ONDITIONS INTER-AOENCY AGREME17
BANK/IDA - LOAN/CREDIT ORIGIN OF JOINT FINANCIE AND OTHER FINANCING ARRANGSNDITS METHOD OF PROCUREMN

Santa Isabal Project in Bolivia. Republic of Bolivia IDB was prepared to finam.e up to $3.0 Problem Ipd f
to $4.0, including $1.5 in local currency. a ..odifcatin n TU rero e u77

Under consideration. In vie of IDA replenishena t January 1, 1158, o lima ,s pr or
problems, IDA contribution re- Proposed Government contribution: $2.0 U.S., Latin Amarica am pe 0 ic o buun n

$10,2 stricted to foreign =xchange .mber countrie;
$ 6.1 cost, and IDA sought additional b) IDB stipulation that par'-pa

local currency financing. part of foreign xchange c a.
Proposed IDA C-edit, $6.1 local c-rrecy cots 1ei a

currency for IDA trfi
IDA resources and rest,e n
financing

1 , ILA found thi iL l
) IDB Ieaire t0 make -rte and d

mission whlic, iDA b-eer ip.
d) IDB reluc.tan- Io no ifue d--

tions by EDA prerforrer crrac es
respe t to questionslt f oral' fisc, p r
servicingr pro'bles.

For additional BaNk/IDA joint financing arrangements sees IRRD Loan 379 EC/IDA Credit 51 Ke under "Joint Finalncg with Two or More Co-londoeri.'
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(ix) TBRWVIDA JOINT FINANCING OPERATIONS WITH THE
EUROPEAN ECoMIC CoMMNrTy

(millions US$ equivalent)

ITPE IF PROJECTAGREMENT DhAbT

TA1, 2OST BORF SPECIAL PROVISIONS TV L3AN/CRFDhT"MEG EOCHABONREWER CDMPCTMEATUIA
ORAEIDA -CBGE OKPANRE IT GURANTOR0NT LOAN TERMS AND CONDITISM INTER-AGENCT AGREENfSBANK/lak - LOABCRERST ORIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANO!DIENTS METHOD OF PR)CUREMFNT

SdB Credit 9c MAU Islami- Recublic of Muritania FED, $3.22 grant. Normal documentation between I and dorower, and -ert
documentation between FED and Borrower, including rons-Joint financing a result of Government Government Contribution: $0.08 conditions of effectleess and dfauIlt.December 28, 196, request for assistance to IDA for

assistane in financing the project. Ad. iistration Agreement between TEA, Boroer and PED$20.0 In vi os of acute f iscal situation and which provided for,$7.0 need for almost 100% financing, Bank/ a) methods and procoftreO of procurerot to lo letenninedGovernment sought participation by FED. by the Borrower, Fde and procureion, to bel dib eIDA Credit: $6.7 on normal IDA terms. Engineering studies were completed by mod•f eBon thereof n be oade by te 2lo.), 0i th
French tecnical assistance A...oiation with toe coboeoad b Int

b) the withdrawal from ,undm provded in the IA on iM
agreements to be mad. on application of the Borter
(for reimborsement) to the Asociation, whch woI
wpportioo the amount .o roquestd;

c) approval of dieburemnct undrc tho rl ceit to he
notified to FED, which wold then dibur e it prtion
according to its own Agreement;

d) each lender to retain its Independent rignts of 1dic-Ir
and action ooder its respecte Agreement. bth lrner,
agroed to close coilaboroaton in matters relatirg h

- _ _ _ execution, administration and supervision of the crojrt;
SDA procurment s on the basis of i 1IDA leadership was recognized by FED.international cmpetitive bidding where possible, with FED funds restri'ted to procurement in the EEC countries.
BRnk disbursement was far 100% of final design and engineering costs, with disbursement for eosts of road construction on a percentage basis,: 65$ IDA

35% FED

Ixpe Crddit Agreesmnt amnded Credit Regwiation 1, dated June 1, 1961. section 3.01, such that the proceeds of the Credit shall be withdrawn from the Credit Account "on a--mmt ofshalndiiurs in currency of ohi Borrower or for goods poduced in (including services supplied from) the territories of the Borrower, in such currency or curreacies as 11e Asc10tonshanl from time to tie reasonably select'. Section 1.11 ill Agreemnt.

]D Credit 74 SO Republic of Somalia FED grant: $5.15 plus $0.3 in technicai Documentation as for IlA Credit 69 Mil, except tat:Jon i ar t of G n asslstance. a FED financed 100% of final design and egincericg coJoint financing a result of Government b) FED financed 3DO% of cost of e 1- tn ac equipment andercb 29, 1965 request for assistance to IDA and in UN Special Fund grant, $2.15 Highway Departent Offices;vi. of fiscal eituation and need for c) 5212 finanoe technical$l1.1 (revised to $17.0 in 1968) a st 1 i nancing, ID's interest Government contribution: $0.7 (original) d) Percentage diobursemnt on road contection woo$11.2 (revised to $13.0 in 19681 in associating other co-lenders In Government contribution: $0.5 (Supplementary 22.5% FED
IDA Credit: $6.2 on normal IDA Credit) 77.59 IDA

terems, plus
Supplems ntary Credit Under Supplemental Credit, IDA 0as to meet for 82% of the34pl;.tay Ccoo mt onerrun of read cOO tirci.-123 SO dated June 26,o
1967 to cover increased
coste of projent, for
$2.3

BAD Loa 490 CM Borrowers: EEC Loan (with EIB acting as agent for Normal, separate loan documentation between bank /IDA andIDA Credait 100 Ct EEC): $6.4 fbr 22 yrs., including 10 yr. Borrower, between EEC and Borrower, and between CDC andintat.en Project IRD Inan: Cameroon Development grace at 2 percent interest to the Borrower, including cross-conditions of effectivenessCorporation (CAMDEV) Government. and default.MarcOh P8, 1967

T 7B Credit: Federal Republic of CAMDEV contribution: $10.6 Management agreement between CDC and CAMDEV.T~ j.Pi .Cs. Cameroon
$35 i uding $ fJoint agreent that preous lo of Menorandum of Understanding bweon the ok/ID and D
e nt after 197h necessary Guarantor: (IBRD Loan) Federal $2.2 from Comonwealtp Devalo orpent regardingotg Immature areas into Republic of Cameroon Corporation (CDC) to CAMDEV will rank a) exchanRe of informatin relating to demands for repay-pri -ion. on fu with IBRD and EEC Loane, nent on any part of their respective lann, the taking

Bn/C ec:it finane a result of Bank e for 18 yrs. including 3 yr. grace of any step to enforce any guarantee of their respctivoe
Bank/EEC Pro ot Total Cost Interesat in oordinating admin- at percent interest. loans, prior consultation and approval of any proponed11!1LO istration of two separate CAIAEV legislation affecting CtlIEV;$1t.5 (foreign exchange projects for which the Government b) gta o afeting C ADD crig any

component) had aske assistance in financing b) prio_~crremtg relating to CME' nurn n efroma hed BankIDAtane EEn f ncn debt, creating any mortgage or lien, or payment to theTree the hk/IDA and ryp-v Government (except tas or rent) or to the Federat dIncD Loan $7.0 for hi yr. . gativcly. State of West Cameroon;
ipcenrtng 8 yr. grace at 6 

c) consultation with CDC relating to management of CAMDEl,percent interest. Disburse- 
and any action which might or would result In suspecnioIen eLt Loa u begin only after 
or cancellation of the oan/credit;fMk Credit fully disbursed. 

d) CDC agreement to consoli with BankTTIA relati.ng t ter-
mination or amendment of its loan agreement, teirrtionIDA Credit, $11.0 on noral IDA of Management Agreement with CAMDEV, surrender of anytermso. 
right to be represented on CAMDEV Board during contin-
uance of Management Agreement.

Memorandum of Understanding between Bnk/TDA/EEC and EIB
(acting as agent of EEC) regarding: coordination, echango
of inforemation, consultation and mutual consent an in Memo-
randum of Understanding between Bank/IlA and CDC, plno
agreement to exchange information with respect to dixburcc-
ments made against individual loan acco.nts at leaot every
six months.

Normal Bank procurement and disburoant procedures againt
separate list of goods.

I/ Foods European de Diveloppement. See also Ivory Coat Oil Palm and Coconut Pro ect under "5BRD/IDA Joint Financing Operations with two or more co-lenders".
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(x) IBRD/IDA JOINT FINANGNG OPERATIONS WITH THE EUROPEAN INVESTBM11T EINF
(Milliona US$ equivalnt)

TYPE OF PROJECT
AGPEMEN DATE SPECIAL PR 1:

TVyAI COT BORROWER [WCUMENTA C

FOREIGN EXCHNGE COMPONENT GUARANTOR JOINT LA3AN TERM AND CONDTTIONS INTFR-A EN K AGREMENTI

BAM/IA - LOAN/CRgDIT ORIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANGEMENTS M"HD al 3. '91ME0N.

IBRD Loan ??h IT Cassa per il Mezzogiorno (Caaea) EIB Lo $20.0 for 20 yrs., including Nrmal, -parate iu-nc 9. ¼e

Southern Italy Developraent 4 yr, grace at 5.5/8 percent interest. Tuaramr '.1 t 0n,

Projecte - 1959 Guarantort Republic of Italy cditions of f , a
Public issue: $30.0 of which: $20.0

April 21, 1959 Joint financing was accepted by the through Morgan Stanley ead Company with Magan Stale' ad o ni u

Bank in view of: everal investment banks, providing A½ ainultaneos efec.
$90.0 (approximately) a) ZIB expressed interest in making percent sinking fund bond. caturing in and -i ton1 c h

No foreign axcainga comp.nent expressed. its first investment (EB was, 15 yr.; and

08 iv-a: $20 .0 fr 20 y , just newly established) in the $10.0 Issued by Morgan Stanley only, No Men.foandr of U tm i L

a .0 fov 20 yrs.' sae project se, and in aaccmiation of which; $5.0 in 4.3/4 percent bonds civee coonet. 9-nJ
r t . gn e at 5.3/4 with the Bank. maturing in yra. and $5.0 in 4.3/4 berween .- 0 I t:Io

percant Intarnot" percent bonds aturing in 5 yra, and- di.sr Jnac-

ioan to assist in financing
two industrial and one power Casoa to provide balance of $20.0 PI'o n for I Id a..e

project in Southern Itly but competi' t ai.o
rvot of program financed by IBRD and EIB loans were ade concurrontly

public loan 1a -a ith -1- offerig of a $30 millio bond iaue Disbureoent agin t On-
by the as.a per iI Mezzogiorno to assure for Cri-ureen 9.fre9 90

ccess of Isue on New York market. Proceed. individully. Di'rsee o.
of issue were to be ued for the goneral
developeent prqgram of the Casao. Mercur Po cmpe

IIRD loan 480 COB Compagnie dee Potasse do Congo EIB Loan $9.0 for 17½ yre., Including N ,,-r. I . '- i

Pvt-ah Project (CC) 4 yr. grace at 7 percent interest. boteaen , P ,cr [ - ri '

reido toorvee a er loit ,l0 roox -

January 9, 1967 Guarantors: Republic of the Congo Shareholders advancee: $26.7 aquivalet 1. tha, no e e 0 .o 0. he, thy lao

(Brana-ille) and Shareholdere. with repayment not to start prior to a1 r9srento mn ij i rtt, 9 3 , ' '

$81.8 January 1, 1977, or after full repay- waicr tatin t a m tc - r

No Foreign Exchange Component Joint financing a rehult of Bank cent of BNP Loan, whichaeer is later, Ban- l in a i iri1 -,h r

expreaed, but most costa are interest in broader participation at 6. 3/4 percent interest. on rr4e d tL ir oil '1 . .A

foreign exchange coats, of foreign interests in the finan- stC l 'er,1 i , 1 i
cing of the project. Shareholders capital: $10.1 -'.e Bu 0 1 nr 1r 9.

IBRD Loanm $30.0 for 171 yr., fRD

inchlding n yr. grace at 6 Banque Natinale de Parte (BNP): 6. 2. E0 rMqua i lore Jr

percent interest. for 10 yre., includiag 5 yr. grace at unc onietLonl w 1,0 '

7 percent Interest. Obtained under uro Ai,.rr-,,"r i i

separate arrangements with shareholders 0t0 f ' - ii

and not calling for any particular co- the aharehtii 1 vi - 9

ordination with respect to the project. w'14 b -- r u .
resp itl.A i19 iI

Memoran A' O en. ? 0 . ^D it 1i '
the pF1r

0 
ef re u 0 r h r .

rote its roterti 1, 1  i r ,

insprltlin >f a e , r i tr rf ti p
001B was il' c

9
tedi milrpra . or ato -,

ent; [BRD, ni'o n0 i . , r
the sorfa-c a , 0l i t. matter ofan ir my

that did no forpt o fI ''t 1o blng

compet.ne oif ElB"

Each incct ten was",

i iaed Cor the 0 t
b) "r019iv ad i 1xm p 9et na r

logrard .the itrer inti 11' i a

ing the 1rryiig o l por h
c) taifonate e1ner 9ns1t 10o > -.

if t.e rojii , res1i 2 -

colaboratio pas190'ble." andco r t

nformat, ii-on iro .th irrowei .

onielf r to he prjei -

e) -nformI ac other of an, vn
the0 project;

onsut. aatt.1 r 9 o i r

agroeeents, pr9 spec ca0 n

of dintng. 0 i ji.e o1 uton .w

0.i'9 respect 1 0 a9era-i rep

celtiOr~., suspen9 n; .sa

the Borrower;

0) 1900u'. -r ar. e r-

men', creat.in er rn rii

Loon.

Procurementr wa1 199 th0 191 '. ' o

bi dding 'or PiMD ar.1 .1 .i

tOB repecr'it 0'

po ddition] LOWIIP. joint finanidng arrmagants wit EON se an a8e 'ml~on Jlt Financng oper-ations cith Two or mr Co-lenoere ""T" .
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(xi) IBRD/IDA JOINT FTNANCING OPERATIONS WITH NWO' OR MORE CO-l.;NDFRS

(Millions US$ equivalent)

TYPE OF PROJECf
AGREDENTBR DATE SPECIAL PiOVISIONS IN LOAN'CREDIT
FTOAL CST BORRDWER DOCUMENTATION
POREIGN EIANGE SIMPONIT GUARANER JOINT WAN TERMS AND CONDITIONS INTER-AGENCY AGREDENTS
BANKR 'IDA - IDAN 'CREDIT ORIGIN o JOINT FINANCING AND OTHER FINANCING ARAANGEMENTS METHOD OF PROCURMENT

IBRD Loan 266 PAK Islamic Republic of Pakistan Grant Funds: Normal Bank Loan documentation between the Bano and Borrowe
Indus Basin Project 1960 1964 (Supplemental) except for reference to the Indus Basin Deveiopment FCund

Joint financing an outcome of: ($ equiv.) Agreement for:
September 19, 1960 a) settlement of the complicated Australia 15.6 11.2 a) use of the proceeds of the loan and the method of pro

dispute over the waters of the Canada 23.0 15.6 crement and disburseent;
IDA Credit 60 PAK Indus River between India and Germany 30.0 20.0 b) certain conditiono of effctiveness and deult.
Indus Basin Project Pakistan; New Zealand 2.8 1.4

b) joint collaboration with the United Kingdom 58.4 37.7 IDA Credit (1964) documentation normal except for refernce
July 21, 196h Pakistan Corsortium. U.S.A. 177.0 118.6 to the Indus Basin Development Fund Agreement and the cnd-

Initial estimated total cost cf Basin Developnent Fund (Supplemental) Agreement (1964) for

Iiilestima oIane (a) and (b) above.
project $8J
Init!al estiMated foreign exchange U.S.A. DLF (1960) $70.0 repayable in rupees The IBDF Agreement: Under the PDF Agreement and the Supp]-

over 30 yrs., including 10 yr. grace at 3 mental Agreement, the Bank was designated Administrator o!
percent interest. The U.S.A. was also to all resources. All of thee resourco are available for

Revised 196 estimated total cst -contribute in grants and/or loans an equiv- procurement on the basic of international competItive bi r
of project: $1120(excluding Tarbela) alent of $235.0 in rupees. Dinboroement from the Fund I caried out under normal 11nk
Revised esticated foreign exchange procedures by the Administrator.
cot: $730 ( exclding Tarbela) U.S.A. AID (1964) Supplemental Loan contri-

bution: $51.2. which "will be in the fom of a nt of contributions into the Fund: Except for Fakistar
IRD Loan, $90.0 c which $80.0 we the proceeds of a U.S. dollar loan to Pakistan and New ealand, who paid-in opecifL unt 0s noted ir
for the project end $10.0 for inter- on terms to be agreed between Pakistan and the Fund Agreement, payments are divided between grants n lo
est and commitment charges on the United States." (Sec. 2.03 Indus Basin Devel- in the ratio of 65 to 35. Grant contributions are oppor-
losn. Repayable over 30 yrs., in- opsent Fund (Supplemental Agreement.) tioned according to the following percentages:
cluding 10 yr. grace at interest
rates to be determined as the loan Goverment of Pakistan: L9,850,000 in rupees (1960 Australia 5.13%
i draw dow. contribution and 1.40,000 in pounds sterling equiv. Canada 7.63%

to $27.6 and $12.1 respectively. Germany 9.86%
CredIt: $58.5 en coreal IDm Under the 1964 Suppleaental Agreement, the United Kingdom 19.,20%
s. Government was to make all rupee requirements United States 53.18%

available as the Administrator determines.
Loan contributions are apportioned between the Bank/IM a oi

India, under The Indus Watere Treaty 1960.was the U.S. in the ratio of to 70, or such other ratio as o
also required to pay into the Indue Basin Bank and the U.S. may agree. All payment. are cade ha f-
Development Fund an amount of 1.62,060,000 yearly, except as noted for India, above.
equivalent to $175.0 in te annual installents.

The Supplceetal Areeet provded that the 1160 f3DF Ar---
cent remain in effect; and that a "Study of tno Water and
Power Resources of West Pakistan" be undertaken, and not'd
further that if the study indicated the (Tarbela) project
feasible and justified, any balance of foreign exchange
availabie to the Indus Fund would be used to meet the
foreign exchange costs of the Tarbela Project (cf. IBRD Loo
548 PAKl).

ID Loan 5h8 PAK Islamic Republic of Pakistan Residual amount from the Indus Basin Develop- Normal Loan documentation except for reference to theT
arbela Project ment Fundi $324.0 (estimated) untied. Tarbela Development Fund Agreement for:

Joint Financing a result of a) use of the proceeds of the loan and the method of pro-
July 10, 1968 arrangements worked out within Canada, $ 4.6 tied loan, interest free, curement and disbursement;

the context of the Indus Basin for 50 yrs., including b) certain conditions of effectiveness and default.
$830 (approximate) project following the conclusion 10 yr. grace;
$492 (approximate) of studies carried out under the The Tarbela Deelopnent Fund Agreenent: Tarbela Developcn

IBDF Supplemental Agreement, 1964. France; $30.4 untied loan (terms not Fund Agreement was drawn op on line similar to the LdosIBRD Loan: $25.0 for 25 yre., (cf. IBRD Loan 266 PAK/IDA Credit available); Basin Development Fund Agreement, i.e. , with the Bank as
including 10 yr. grace at an 60 PAK.) Administrator and contributor with procurement and dliburse-
interest rate current at the Italy: $40.0 entied loan (terms not ment according to normal Bank procedures. Signatories we-
tine of first withdrawal, available); Canada, France, Italy, the U.K., the U.S. and the Bank. (, .

266 PAK/60 PAK.)
United Kingdom: $24.0 tied loan, interest free,

for 25 yrs., including Paycent of Contributions into the Tarbela Fund: Tarbela
7 yr. grace; Agreent stated that the residual of the Indus Fund would

be transferred to the Tarbela Fund for use as working capital
U.S. Eicbank: $50.0 tied loan, 6 percent with contributions of tied aid (Canada, U.K., U.S.) being

interest, for 14 yrs., paid to the Tarbela Fund on a reimbursement basis os evidence
including 4 yr. grace. of expenditure in the leading countries concerned is provid,

by the Borrower. Untied contributions would be drawn down
The U.S. ExAmbank and the Bank contributions are in the following manner:
"residual financing" to be utilized only if all 1. First, up to $100.0 of the Indus Fund balance would Oe
other funds are utilized as specified under Art- used;
icle IV of the Tarbela Development Fund Agreement. 2. Next, $140.0 disbursement divided equally between the

Indus Fund balance on the one hand, and France and- 1,
on the other hand, with the French and Italian contri-
butions providing a total of 50% apportioned in the ratl
of 3t4 respectively;

3. Next, disbursement of the last of the Induo Fund;
4. Finally, the Bank contribution would be drawn down.

---- -- --------- ---------- ------------------ -- ---------- --------- ---------- ---------- ---------- ------
-

IBRD Loan 310 N The Volta River Authority. U.S.A. AID (tied): $27.0 of which $20.0 came Nerssal seperate lean documentation between Boak and brrowear
Volta Project from funds available to AID from its prede- and between co-lenders and borrower with cros-conxitions of

Guarantor: The Republic of Ghana. cassor agency, the DLF; $7.0 came from AID's default. Any default under concession agreement also a
February 8, 1962 own development loan funds. default under Bank loan.

Joint financing resulted from sie Entire anount was for 30 yrs., including 6 yr.
$196.0 of project and external financing grace at 3A percent interest. Memorandum of Unierstanding between the Bank and AID0;
$118.0 required, political interest of standard except for the following:

U.S., following discussions between U.S. Eximbank (tied): $10.0 for 25 yrs., inclu- a) to the extent AID funds were not utilized after the
IBRD Loan, $47.0 for 25 yrs., Presidents and historic interest of ding 6 yr. grace at 5.3/4 percent interest. allocation of contracts on the basis of international
including 6 yre. grace at U.K. in the country as well as the competitive bidding, the AID would use these funris, up
5.3/4 percent interest. project. United Kingdom Export Credit and Guarantee the total of $27.0, for financing local currency

Department (tied): $14.0 for 25 yre., inclu- expenditires;
ding 6 yr. grace at various interest rates. b) recognizing the desirability of coordinating their dis-

bursements for the Project, AID and the Bank undertook
Government contribution in local and foreign to review together the Authority's proposed procuresent
exchange: $98.0. plane for the entire Project ... and to onsult with

sad, other concerning the portions of that procurement

Preourament was on the basis of tciernational competitive biddirg .ach will finance.

Disbursement by the Bank was for 100% of the foreign exchange costs of items for which the Bonk we responsible as indicated an a Master List of Goods.
Withdrawal from the loan account only permitted when the amount requested for withdrawal, together with all previous withdrawals froe theloan aecount, and all withdrawals from other externallendres, totalled not more than 50% of the agregate amount theretofore expended an the Project (Section 2.02 Bank Loan Agreemet). This was verified by a statement from the Borrower on aquarterly basis, and checked by the Bank with the other lendwe from time to ties.

Disbursement by joint lenders followed their own procedure.

-- - - - - - - - - ---- - - - - - - - - - - - -- - ----- - - - - - -- - - - - - - - - - - - ---- - - - - - - - - - -- - - - - - - - - - - - -- - - - - - - - - - - - ---- - - - - - - - - -



IBRD/IDA JOINT FINANCIDG OPERATIONS WITH TWO OR MORE CO-L-:NDFRS
(Millions US$ equivalent)

TYPE OF PROJECT
AOREEMENT DATg 3PECIAL. PROVLiUN3 [N !OAN-CRED1IT
TOTAL COST BORROWER DCUMENTATION
FOREIGN EXCHANGE COMPONET GUARANTOR JOINT LOAN TERMS AND CONDITIONS INTER-AENCIf AGREEMENTSi
DAN/IDA - WAN/CREDIT ORIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANGEMENTS METHOD OF PiOICURWFJT

IBRD Loan 379 SC Republic of Ecuador U.S.A. AID Loan $16.0 (tied) for 40 yr.., Memorandum of Understalding coveirng all iender 1 n
IDA Credit 51 VC including 10 yrs. grace at 3/4 of I percent porating standard prosons of e-ier int -
Socond Highway Project Project prepared with joint finan- interest during the grace period and at 2 anda betwon the Ban, ord A HD, oc itwe th

cing in riei primarily to co-ordinate percent thereafter. To cover approximately (cf. "[BRD/ [DA Joint ncing upecol rc a i-C
may 26, 1964 lender's policies and ensure adequate $10.7 in local currency costs, but vith no and ' `BRD IA Joint Fiaci Op.

standards of sector investment plan- limits specified. Alliance for [rogress
$63.9 ning, project financing and general funds one loan $2.7 signed Sept. 1, 1963 and 4e co.visiosin Memorandum-c Ioderstandt
$276 fiscal performance. one or $13.3 signed May 24, 1964. a mutual 7rehoent. on estail'Ot P

IDB Loan: $6.0 from Ordinary Capital revour- Fuond (1,');
IRD Loan% $9.0 repayable over ceo for 25 yrs., including 401 yrs. grace at b) grent that P.l A. AlD -ould pr-
25 Yro., including 5 yre. grace 5.3/4 percent intereat with local currency eqoipment of 1.3S. octt, bu0 t art'sr in o
at 51 percent Interest. ceiling; $0.6. petiti.e biddiag;

c) fute agreet.-L 1,t AID wou 0 .ance a ofz o
lDA Credit: $8.0 repayable on Government of Ecuador contribution: $24.. exciange 0ost0 of engiO ring I, r ee I iL, $. t no
normal IDA terse. atilIzod Ior equlfcent, to whlic ca1, -ne B

fLnance correspndting equipoot as

Co0mo0 inrt.ient and ttoci plan pro ideo 0 r .
allocation )f certain ite.m to nd da -1, not
IM0 percent financing of foreign axclnget cons o o,
financing of other t100 on the follocirg eceungc toa

Stage I Icotruction: 4l 11R

Stage Il -cntruction: 33 Y%
17% IDB
2 4 U.S., AID
'1$ Goverrnt

IRD loan 383 UNI Niger Dae Authority (NDA) Italy: $26.1 (tied) through Instituto di No Memorandum of Understanhing, but exchange fnfoma
Kainji Project Credito per 00 Imprese di Publica Utilita between lenders was handled partly through the. mchin.s

Guarantor: Federal Republic of (ICIPU), to the Government for 25 yrs., the Consultative Group and partly ny directcnt.7t;,
July 7, 1964 Nigeria. including 5 yrs. grace at 0.45 percent

interest, with onlanding to NDA on sae Procurement was 0o the bastta of international ompeit -
196 1966 Bank sought joint financing be- terms, except that no interest wao payable bidding, with contracts, al l ed aftoc the ba
9 Total Cost M cause of the need for large to the Government until Nov. 30, 1468.
$135 for, exch. $148 amount of foreign exchange, Disbursment followed the regular proccdur- ,,v: i.

limiting its initial contribu- U.S.A. AID: $14.0 (tied) to the Government, with adaptation to the [oraror ituataan.
IBRD Loan: $82.0 for 35 yra., in- tion for about 60% of foreign cut back In March 1967 (by mutual agreement
cluding 5 Yro. grace at 5 percent exchange costs. with Borrower, (Govt.) and Bank to $7.0. The suppiementary Inn is to cer a shoctrail in 1,t-1V
interest. For hi yrs., including 10 yrs. grace at 3/4 echange which b. developed from:

of I percent dcuring the grace period and at a) . rise in proec)coto s, -oupled with
Supplementary loan signed November 27, 2 percent thereafter. Government would re- b) the inability to utilo oal tne tiod 

t
undo va0 0;-

1968 for $14.5 for 31 years, Includirg lend to NIA for 40 yrs., including 10 yrs. after competi tie bidIng 000 complete.
21e yeara grace at 0i. grace at 5½ percent interest. Proceeds of

loan were restricted to 50% of sub-contracts
placed in the U.S.

United Kingdom, through Export Credit Guar-
antee Department: $14.0 (tied) for 25 yrs.,
including 5 yro. grace at 6-7.3/4 percent
interest. Proceeds of loan were restricted
to financing 50% of sub-contracts placed in
the U.K.
Netherlands: $5.5 (tied) to the Governaent
for 25 yrs., including 7 yrs. grace at 5½
percent interest with onlending to NDA for
25 yro., including 5 yro, grace at 5½ per-
cent interest.

Goverment of Nigeria: On-lending as noted
above, plus a loan for NDA equivalent to:
$84.0 for 30 yrs., beginning date of project
completion at 53 percent Interest. Govern-
met is prepared to finance additional $20.0
of local costs of 1968 estimates.

Canada: $1.68 ... Grant for technical assis-
tance.
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IRt IDA JINT FINANCIN OPERATION W H Nc OR MoRE CO-IMDE.TS
(Millions US$ equivalnt)

*TFE OF FCET.17
AGREEMENT DATE SPECIAL PROVISIONS LN LWAN CREDIT
TOTAL COST BORRM1ER DOCUMENTATION
FORETIN EICHANOGE 1MPONENT GUARANTOR JOINT LOAN TERMS AND CONDITIONS INTER-AGCY AGREEMENTS
BANK/IDA - IOAN'CREDIT ORIGIN IF JOINT FINANCING AND DTHER FINANCING ARRANEMENTS EKTHOD OF P11CUREMENT

IBRD Loan 568 TV Republic of Turkey The ceilings on tied offers from partLicipating Normal separate Back losn documentation, including cross-
Keban Transmission Lines Project co-lenders were: conditions of default with respect to arrangements made,

Joint financing was result of Gooer- or to be made, for Syndicate financing.
October 31, 1968 ment request to OECD ConDortium for USA $40.0

Turkey for assitance in flnancing France 10.0 Ican Agreement provided that local currency withdrawals
Total Protect he overall project and subsequent Germany 20.0 shall not exceed the equivalent of 85 percent of the acounts
$T00.0 formation of a Syndicate of Lenders Italy 10.0 paid under contracts or the cost of goods payable in local
$130.0 under the Charmanship of the World EIB 30.0 currency, and the aggregate amount of withdrawals in local

Bank. Due to restriction of bidding currency shall not exceed n amount equivalent to one-thir
Bank Project (transmission lines, to members of the Syndicate, the total The Syndicate agreed on the following financing of the amounts which the Borrower shall have withdrawn, or
substations and accessories) project was subdivided between the principles: on the basis of signed contracts can reasonably be expected
$30.9 Syndicate members on the one hand, and a) terms of lending to he not harder then 15 to withdraw, from the Loan Account in foreign exchange,
$?2.7 tn Bank (1RD) on the otner. Differ- y-s., including 5 yr. grace at 1 percent

onces of opinion between the Bank and interest, except for the World Bank loan; Bank procurement and disbursement according to normal pro-
IBRD Loan: $2S0 for 28 yr., EIB or. the method of exercining respon- b) contributions from each bilateral lender cedures against a separate list of goods.
including h yr. grace at 6-1,1 sibility for management of project led to be used for financing an initial $5.0
percent interest. to complete separatiocn of projects, of local currency expenditures; and there- No Memorandum of Understanding betwcev te Syndicate and

with EIB primarily rsoonile f, after for financing the foreign exchange the Bank, but Syndicate agreement or financing principlc
supervision of the col work acnd cost of purchases in the respective con- Project proided opportunity for EB to pres for the
power station project, cnd wio the tributing countries up to the ceilings principle of co-anagement of the project cvd for a jon!
Bank retaining responsibIlIty for sup- specified. Any residual funds were to be IBRD/EIB "Syndicate secretariat." The Bank regarded bCt
ervision of the tranomision lines available for local expenditures up to one- ideas as impracticable.
project, to accordance with its normal third of the amounts used for foreign ax-
procedure.. change financing.

a) EB contribution to be used to finance purchase in EEC countries, which, is the ease of EEC member countries participating in the Syndicate, would be on a 50 percent matching basis;
,therwise 100 percent;

d stitive, bidding to be restricted to participating countries consistent with arrangements with (b) and (c) above;
e, d Bank participation would carry standard lending te-s and be used for procurement on basis of full international competitive bidding;
f) contingency reserves were to be set aside equivalent to 10 percent of foreign exchange requirements of each contract;
g) an important agreeent provided that the prime civil works contractor. could finance purchases of materials, equipment and services from any and all of the participating countries

up to certain linite to be specified on the basis of the bid analysis of costs.

U.S. AID Loan: $10.0 (tied) was for 40 yr., including 10 yr. grace at 1 percent interest during the grace period and 2½ percent thereafter from development loan resource.

Fraes; $10.0 total, of which: 16.0 export credit for 10 yr., with no grace period at 6 percent interest; aid $L.0 French Treasury Lon for 15 yr. including 5 yr. grace at
1 paeent interest for the first five yr. and at 3 percent thereafter.

Italy: $10.0 for 15 yr. at h percent interest. Grace period not known.

Germary, $20.0 for 25 yr., including 7 yr. grace at 3 percent interest.

EIB $30.0 for 30 yr. including 7 yr. grace at 3 percent interest. The favorable terms of EIB lending result from use of special fund (totalling $175.0) appropriated for the use of
Turkey, as an Associate Member of the EEC, and reserved for financing of qualifying industrial projects at 41 percent interest (at least 30 percent of the total mast be used for this
purpose) and for financing qualifying infrastructure projects at 3 percent interest (up to 70 percent of the total may be used for this purpose). Repayment may take up to 30 yr.
for all funds so lent. The special fund agreement expires December 1, 1969.

Total contriburions for Keban Dam Project: Syndicate fo-lenders, $110.0; Oovernment: $265 (or more).

Total contributions for Bank Tranmeission Linme Project: Bank: $25.0; Government: $10.9 with on-lending of Bank lo-n, on sane tenms, to iTfBANK (or TEE, the Turkish Electric
Authority, when it comes into existence).

Cost Overrun on DasM Projet Due to Increase in cost, inability to utilize fully the U.S. and German offers, and expenditures in France and Italy in excess of ceilings, project cost
exceeded both available and usable funds. Financing of the shortfall of funds not yet decided pending revision of cost estimates.

Proposed IBRD Loans for an Borrowers: Socith pour is Developpement CCCE Loans: $5.8 total for 21 years including Normal, separate loan documentation between the Bank andoil palm and coconut project in et l'Exploitation do Palier 6 years grace at 1-1/2 percent interest and Borrower, between CCCE and Borrower, Including eross-
the Ivory Coast. a Hile (SODEPAIM) divided as follows: conditions of effectiveness and defiult is envisaged.

Bank loan effectiveness also to depend1 onl the effectiveness
Un,' consideation. PALMINDUSTRIE, an associate $1.7 to SOIEPALM for oil palm plantations; of the toint CCCE/EIB loans for the parallel oil mill pro-

company of SODEPAiM $1.1 to SODEPAIM for oil palm and coconut Bask will presumably require certain guarantees and
$. total cost Bank project) outgrwers. assurances from PALMIVOIRE and its shareholders with regard
$17. (foreign exchange cost of Guarantor Republic of the Ivory Coast to the maintenance of the "Association en Participation'

Bank project) Government contribution $3.7 to SODEPALM (a form of joint venture) heteen the exe cuting agencias o
NOTE: PAI.IVOIRE will be established as a for oil palm outgrowers and coconut programs. the project, SODEPALM, PAIMIVOIRE and PALMINDLUTRIE.

IBRD Lbane totalling $17.1 for management company to operate the
21 years including 6 year grace above property holding companies. Government and other shareholders $11, to No Memorandum of Understanding between the Bank and
.t 6-1/2 per.o-t interest to the The three companies will be linked PAIMINDSTRIE for one oil mill. co-lenders, but all have agreed to coordinate their efforts.
following agencies in the amounts In an "Association en Participation" and the Government has taken great care to clear the
specified: a profit-sharing partnership. Outgrcere: $i.b for oil palm and coconut program and project proposals with all potential sourc-,

$.8 to PALXINDUSTRIE, for one Joint financing a result of Government programs. of external finance,

oil mill; request to the Bank for assintance in Parallel pro ject of 5 oil milis costing about Procurement for the Bank project is expected to be on th
$9.0 to SOGEPAIM. for oil palm financing $21.0 total to be financed by loans to basis of international competitive bidding.
end coconut outgroaers and (a) a modest expanaion of a ambitious PALMINDUSTRIE by Coase Centrale (CCCE) and
coconut plantatins; on-going oil palm development EIB in a ioint operation providing $3.) and Disbursements of Bank loans would be against a coaon lis
$3.3 to SOIEPAIX, for oil palm program (primarily financed by FED $9.0 respectively, CfCE at 6 percent of goods farf
plantatione. grants) and a small program for repayable over 21 years including 6 years 100% of the costs of all imported items;

coconut developent, and grace, EIB at 6-7/8 percent repayable over 100% of the cash credits made to oil palm and coconut
(b) the establihishet of the ne1cesary 16-1/2 years including 4-1/2 years grace, and outgrowers;

industrial processing facilities. with the balance to be provided by 100% of the costs of land clearing, civil works, and
In view of the predominant role of FED Government capital contributions in cash and consultancy contracts.
in plantation development. and the kind, the Ivory Coast Caisse Autonome
role of EIB in the development of the d'Amortissement, foreign suppliers' credits Joint disbursement with CCCE for remaining items, field
processing industry, the cooperation and cash generation. development and local costs, is expected to be on a
of co-lendore in establishing percentage basis yet to be determined betweec the Bank and
satisfactory sector organization and CCCE.
managesent became essential. The
Government request to CCCE was
originally for assistance to the
Govermment in meeting the balance of
the financing needs.
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(xii) IBRD/IDA JOINT FINANCING OPERATIONS INVOLVING EXPORT FINANCANG
INSTITUTIONS

Introductory note

. Origin of joint financing. Following a series of exploratory discussio
Bank staf with officials of various governments concerned with financing as-1:
to developing countries and with representatives of private financing i
during the course of 1964 and 19615 agreement was reached on a mechanisgh
private financing institutions, using bilateral export credits, could
Bank to finance goods procured under international competitive bidding rp:e
prepared and executed under the supervision of the Bank. The first pilo' pr
a Mexican power sector project, costing $309 million, for which a Bank la w
in Deceber 1965.

2. For the first operation, agreement on arrangements for joint financin
reached with five countries, namely Canada, France, Italy, Japan and Sitzaan
These arrangements provided that contracts potentially subject to joiat fnai
be awarded on the basis of cash prices (i.e. without taking account of cird e
and that the Bank would finance 2/3 and joint lenders 1/3 of the value o r

owev er. the actual terms of joint loans were left in large part to the dd'1
participating countries. In practice joint loans were at least 10 years m
of the goods. There was no general agreement on what would be covered by thee
and participating governments appear to have applied certain restrictions n
of the goods and the size of the orders, which they treated as eligible or join

ainno ing.

Following the experience of the pilot project, discussions on joint
ith governments and private financing institutions were continued under th aupe

ofC an ad hoc group l/ consisting of member countries of the Consultative Gr up or
Colombia and those interested in joint financing of projects in both Colomlba and Me
I'n October 1967, agreement was reached in principle on the joint financing of t0r

projects in Colombia (the Bogota Water Supply Project, the Bogota Third Power ExK ni
Program, and the National Power Interconnection Project) and one project in Pic
(the S3econd Power Sector Project). The choice of projects was based on the fullo
considerations: (a) external financing was required primarily for imported goods;

iiported goods required were generally of a kind appropriate for long teo
export credit financing; and (c) the countries and the borrowing enterprises were
c redi tworthy.

The following table shows the estimates of joint loans envisaged a te me
the amounts of the Bank loans were fixed:

Estimated US $ million egui n
Total Foreign Bank C thr

Cost Exchange Cost Loan Joint Loans

Bogota Water Supply 35 116
Bogota Power Supply h 215
Colombia Power Interconnection 2.96 21.4 10

Second Mexican Power Sector Project .. 1I
/irst Mexican Power Sector Project 300 111

Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Spain.,
United Kingdom, United States of America and Switzerland.

2~ Portions of the Bank loan may be cancelled should the joint financiC. funa
result in larger financing by other joint lenders.



oar ticpants in the October 1 67 discussions expressed the st"W U n

ii old bp the greatest possible degree of pro t mgreo lnt on the anerm

lnt f nnwo 4 Cig opc-eratin before any effective action d l te amlempa itied an

n1 mo -:.,aring formula; both participating countries comm iMe on thfor-m h'

eept ance F tih formula should not be taken to imply a ccmihTUflt to the m

he future

Sa I> fooL]a for loint financing: The f~oljoig L cv)oO tah meoa

1 .,j TAMIQUAWA VVY~bted mIduak anid the' vfl of counftries part icipat i nV
er kute r ba!:-

h so oc m meeting -n Joint Financing, held in Paris, October a

"The formula for provision of external iinancinZ of imported goods required

for he project woud be, in the case of contract for the thrae Cuololan

pro jch , 01 percent by the Bank and 50 percent by the sahplyIng bountes

and. in the case of contracts for the Mexican nr ect two-uthirds by pe

Bank and one-third by the supplying countr 20o,00 greoul only af

a irividual orders for imported goods of at least A200,000 aggraCneslg cofou

each individual project at least $l.o million -i n.,, supping eoTntKY

"All counitries with prospects of obtaining sigc ieant contracts under the

cove fonula for a particular project would idica ther willingniss jo that

in Ala financing as a pre-condition for nd wito jo-int financing of that,

project."

"1h terms of maturity of joint loans would be , minimum of e0 ears from

dolrery of goods, with an appropriate grace period, In eases where dtuiitr_

is calculated from the date of signature /s opposed to the date of delirerr

TI iterest rate and other charges would he no higher than the most fvorl -er

rate and charges which the country otherrise provided with respect to ii-tAi

export credits."

"'The goods to be imported for the project with financing provided under joint

financing arrangements would be procured on the basis of International

competitive bidding and in accordance with practices usually folloed for

Bank irojects, without reference to credit terms including interest rates and

amortization schedules."

The Bank was to continue to finance 100, of orders not ewiible for jcn i

financing under the formula and also goods procured in countries not participaio I

the joint financing agreement. Special difficu]btis arose i obtaining joint frmh

fUr some cases of multi-national procurement. 2 These diffi--lti stemmed rom pl

award of large contracts to a prime contractor of one co -sho ioLened to sup -

oods and services originating not only in that country a: ,. in other conbrip

DistrIbutd to Executive Directors as attachment. P to the Pwerideaex a Rnsion pngr

Recomendations (P596) on a proposed loan for the :Mh ower expansion pn

Colombia (R6--(2 ), May 16, 196S.

2 It is understood that a number of European countries have concluded treciprfol

agreemnts with each other under which the insurance of a major contracr to th

capital goods could cover work sub-contracted to another country (a party to her

agreement) up to a certain proportion of the value of the main c is ract. Hoi :(0c

this also depends on the type of financing provided, .i. whether t is a cc'd

to the supplier or the buyer. Not all of the major supplyin c-untr c or

in these reciprocal agreements.
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The ioint financing arrangements of October 1967 did not provide for the all a i

of responsibility for providing credit in such cases. It has since emerged thal k

export credit institutions of some countries are prohibited by their sta from:

providing credit in respect of goods procured outside the home country or goods

a significant import content. Some countries of sub-contractors are alse redurw

to provide credit in respect of sub-contracts where the prime contract-r

country.

8. The role of the Bank: The Bank is responsible for establishing agremtr

principle with governments and private financial institutions on (a) the desirabiYty

in principle of a joint financing arrangement of a particular country or countri

(b) identification of projects considered suitable; (c) the general formlto.La for johmt

financing; and (d) the major issues involved. The Bank is also responsible for

appraisal of the project in accordance with its customary procedures and, in due our

for the execution of a loan agreement to cover its share of the financing of orted

goods, in accordance with the agreed forimula, as well as the finance. 01 ner icem

in the project. Joint lenders are advised by the Bank from time to time n

of its project appraisal, on the status of procurement and the award of corat s f or

the projects concerned.

9. The Bank is responsible for ensuring adherence to Bank guidelines for

prequalification, bidding and award of contracts. In carrying out this role r

the project and administering its own loan, the Bank necessarily provides an; equiv A' M

service to joint lenders. The Bank is not responsible for the disbursemnt of Joint

loans. However, at the request of three countries, arrangements have been made undar

which certification of the Borrower's withdrawal application and accompanying documTt-tait

as acceptable for Bank reimbursement is also accepted for disbursement under the Join

loans of the countries in question.

'10. The bank included in its loan agreement provisions: (a) requiring the Bo wroer

and the Guarantor to use their best efforts to secure other loans (under the joint

financing arrangements) for the project; (b) entitling the Bank to reduce its loan by

any amount in excess of the foreign exchange amount of the project after taking into

account the joint arrangements made (in the case of the Colombian projects); (c) perr

adjustment within prescribed limits, of the amtortization schedule of its loan to the

schedule of joint loans, once these are established, so that the total annual

amortizat ion payments required of the Borrower would be reasonably approximate to those

which the Borrower would have made if the entire amount had been provided by the Bank

(d) providing for the Bank loan to become effective under certain conditions, in advane::

of the effectiveness of joint loans if this were to be justified by the circum a aes

the case; (e) stipulating that prematuring of a joint loan because of a default by tke

Borrower would be an event of default under the Bank loan.

11. Role of other lenders: The joint lenders agreed to enter into loan nego ti n

with the relevant borrowers in Colombia and Mexico promptly upon receipt of not

from the Bank. In the case of the Colombian projects, the joint lenders were not Jo

at the time of the Bank's own negotiations, when the award 
of contracts was known Por

over 50"' of imported goods; in the case of the Mexican project the award of contrats

extends over a period of time and joint loans need to be negotiated when there are

indications that countries' suppliers are receiving contracts in amounts eligile

for joint financing.



/i nwa also ge that, if a joint lender nn tesa t pc
r n hhe f inancing t made v i o

seriousl: he it f increasing this ouh ee l
orders a such tt i hare of thxir finan under the ji n orml

uld c therisehae exeeded the ceil iig .The B n mde rsnib
the effect of any such reiling and for i sn g, te onsulnto wt ite ted

joint lenders, as to h er -r the ceiling w-uld., in t B': s judgmnt, be adqate
in relation to the ordr l ily to be otained eiin wer mposed by m os coun tr
but there has been no necesity as yet to sek a i ase in the limits p escribed

1 Joint loans are normally to be made dirctly yh expor f inacing in7na

tc the borrowing agencies in Colombia and Mxo , a n t the govenmetS

16 The joint lending institutions, that it 'xport finance institutions (E.M .

and Whe appropriat borrowers, were requested to ar with the Bank on a i l e
providing for cordination of the Bank and joint lano de j ning the sifi7 ji
loans and summarizing the understandings between he Bak the financing inti tution11an
the borrowers. These understandings are to cover the folloingS sbet5 (a) terinclog

and definitions; (b) notification of award of cort o suppliers; (c) paym eJt
goods and so:vices and subsequent claims f or reisem yt Bank and individual
export fi-nnc institutions in the appropriate st sharing ercentage; (d) in t vOent

o any refusal to disburse, notification by the lne in question of all other p ies
concerned. (e) supply to the Bank of information regarding the utilization of tho
proceeds of the loan together with the appropriate ano ization schedile; (f) coperaio

and exchange of views and information on operation of such loans and performnane 0

obligations thereunder; and (g) prior warning of any conditions likely to interfr-
with the performance of the agency's obligations or the execution of the project.The
Bank and E.F.I. will also agree not to premature, terminate or substantially amend the
appropriate loan agreement, or suspend or cancel disbursements without prior consultt on

1. Role of the Borrower and Guarantor: The Bor.ower and Guarantor are requred
Louse Tebestforts to secure other loans under the joint financing arrangements
fOr the project and are responsible for financing the full local currency costs of the
project and, in addition, any possible short-fall of foreign exchange requirements that
may arise due to inability to obtain or utilize joint loans to the fuil. They ae also
responsible for the conduct of negotiations on the detailed terms and conditions of loans
from the joint lenders and for dealing with the many now problems of a legal,
administrative and financial nature arising from the need to deal with several lenders
in association with the same project; at the request oa both the Borrower and the E.F.L
the Bank has been represented during some of these uegotiations.

16. Fther details of individual projects are given overleaf.

17-T lii were imOFTd as follows :-
Colombia Mexico

Belgium 10
France 10
Germany 10 10
Italy 10 10
Japan 10 10
Sweden )4
U.K. 10 10
USA 10

No ceilings were imposed by Canada, Netherlands, Spain and Switzerland.
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

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

OFFICE OF THE PRESIDENT

CONFIDENTIAL

December 11, 1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Sub ject: PEARSON COMMISSION' S RECOMMENDAT IONS
RELATING TO THE WORLD BANK GROUP

The Executive Directors will recall that on October 10, I distributed
a list of the 33 recommendations of the Pearson Commission relating di-
rectly to the activities or policies of the Bank Group (SecM69-472, dated
October 10, 1969). In my covering note, I said that I would present to
the Executive Directors, with respect to each of the recommendations, a
memorandum proposing the position which I believed the Bank should adopt
on the recommendation and the action, if any, which I believed it appro-
priate for the Executive Directors to take.

Attached is the first group of analytical memoranda, dealing with
the following recommendations:

Recommendation No. 7: IFC Policies

Recommendation No. 9: IFC Project Identification and
Investment Promotion Jork

Recommendation No. 10: Advice on Industrial and Foreign
Investment Policies

Recommendation No. 15: Assistance to Development Banks,
Industrial Parks and Agricultural
Cooperative Credit Institutions

Recommendation No. 16: Joint or Parallel Financing

Recommendation No. 31: Need for Organizational Changes in
IDA

The numbers assigned to the recommendations are those which appear in
the list set forth in SecM69-472, referred to above.

As the Executive Directors will recognize, this first group of memoranda
deals with recommendations which present no difficult analytical problems; in
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most instances, the Commission has recommended an intensification or a broaden-
ing of present activities, which is already reflected in the Bank Group's plans
for the next five years. I believe that we can readily accept these recommenda-
tions. There is one recommendation, however, which I do not feel we should
accept: the recommendation which suggests the need for a review of IDA's organ-
izational structure, if and when IDA's resources are substantially increased.

While I believe that the Executive Directors will find the attached memo-
randa of interest, none of the recommendations analyzed seems to me to call
for action by the Directors at this time. Therefore, unless any Executive Di-
rector wishes me to do so, I do not intend to schedule these memoranda for
Board discussion.

As I said in my October memorandum, it is my intention to submit additional
groups of memoranda on a monthly basis.
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RECONSTRUCTION AND DEVELOPMENT

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

OFFICE OF THE PRESIDENT De

1EMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 7 Concerning IFC Policies

Recommendation

IFC policies should be reoriented to emphasize the development effect
of its investments and not just their profitability.l/

Background

This recommendation appears in the context of a discussion on ways in
which developing countries might realize greater advantages from foreign
investment. The Commission says that while many of IFC's investments have
benefited the host country, others have contributed only marginally, if at
all, to economic development, rarely being preceded by an analysis of their
impact on the country's economy. This, the Commission comments, is because
profitability has been IFC's principal investment criterion. Ihile it does
not suggest that IFC should ignore profitability, it urges that IFC reorient
its policies "for the sake of the economic impact of its own investment and
even more for that of the new investments ... it is well placed to promote."2/

Analysis

As the Commission recognizes, profitability is an essential investment
criterion for IFC. IFC's Articles direct it to undertake its financing on
terms and conditions which take account, among other considerations, of
"the terms and conditions normally obtained by privatc investors for 3imilar
financing."13/ In addition, it is directed to "seek to revolve its funds by
selling its investments to private investors whenever it can appropriately
do so on satisfactory terms."lh/ IFC wants partners in the enterprises in

1/ This is a paraphrase of two paragraphs in the Commission's report (pages 114-115)
which are cast in the form of an analysis and an expression of hope for change,
rather than in the form of a recommendation. It has been included in this

series of memoranda, however, because the Commission's intent was clearly to

suggest an important policy change for a member of the Bank Group.

2/ Report, page 115.

3/ Art. III, Sec. 3(v).

4/ Art. III, Sec. 3(vi).
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which it invests, it wants to revolve its funds by selling seasoned securi-

ties out of its portfolio and, above all, it wants to encourage the growth

of private productive enterprise in the developing countries. Each of
these objectives alone, and certainly in combination, makes the prominence

of the profitability criterion inevitable.

It is true that IFC has not in the past had a strategy of development
based on the needs of the countries in which it operated. It tended to

consider individual projects as they came up. One reason was that, until

the Bank's Articles of Agreement were amended to permit it to lend to IFC,
IFC did not have sufficient resources to enable it to make a significant

impact on the economies of its member countries. Another was that in the

past it did not itself engage in promotional activity.

Although my appraisal of the current situation is less negative than

that of the Commission, I nevertheless agree that developmental significance

should be given a more prominent place in IFC's investment decisions. This

shift in emphasis has already begun and is reflected in the revision of the

IFC policy statement which I have submitted to the IFC Board for approval.

At the same time, I agree with the Commission
ts recommendation that

IFC should be better equipped to ascertain and to take into account the

economic implications of its investments. One step we have taken in that

direction is to authorize IFC to appoint an Economic Adviser who will add

to IFC's in-house economic strength. In addition to the attention which

IFC will thus be enabled to bring to bear directly upon the implications

of proposals which it is considering, IFC will have the benefit of the work

of the new Industrial Projects Department of the Bank. As I have pointed

out in another of this series of memoranda, it is my intention that the

work of IFC and the new Bank Department should be complementary.

Conclusion

The paths along which IFC is proceeding are consistent with and should

effectively implement the Commission's recommendation. I have submitted

for the approval of the IFC Board a revised IFC policy statement which

reflects this trend.
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WASHINGTON, D. C. 20433, U.S.A.

OFFICE OF THE PRESIDENT CONFIDENTIAL

December 11, 1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 9 Concerning IFC Project
Identification and Investment Promotion Jork

Recommendation

". . . because of their links with the private sectors of both
developed and developing countries, IFC, and organizations like
it, are logical agents for project identification and investment
promotion work, and we accordingly recommend that they become
much more active in this field."l/

Background

The report records the Commission's "definite impression that most low-
income countries would welcome a larger flow of foreign investment."2/ The
Commission notes that there are bilateral programs intended to stimulate the
flow of private capital, which include subsidization of investment surveys
and the publicizing of investment opportunities. It comments that these pro-
grams are useful, but often too small and too imperfectly geared to the in-
vestor's real needs, and it recommends that they devote more attention to
inducing small and medium-sized investors to take up projects in developing
countries, providing them where necessary with technical assistance. The
report proposes that "similar change" should be encouraged with respect to
IFC. Commenting that in the past IFC has interpreted its Articles "to mean
that it should leave all project initiative to others," the Commission adds
that there are signs that IFC and similar bilateral institutions are beginning
to appreciate the role they could play in actively identifying new investment
opportunities and bringing together domestic and foreign partners to execute
them.3/ There follows the recommendation quoted above.

Analysis

The Commission is correct in stating that in the past IFC was content to
leave the project initiative to others. But its reference to IFC's
approach does not fully reflect our plans for the future.

l/ Report, page 110.

2/ Ibid., page 105.

3/ Ibid., page 110.
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In July 1968, I told the IFC Board that I considered that IFC had estab-
lished itself in the industrial and financial community and had built up staff
experience to the point at which it could usefully do more in the direction of
investment promotion. Many developing countries were thought to have a low
absorptive capacity with respect to industrial projects. But, if experience
in other fields was any guide, some of this apparent lack of absorptive capa-
city could be overcome by increased preinvestment assistance. Experience also
indicated that there were instances of promising investment opportunities in
the developing countries where projects had not been carried out, or had been
carried out inefficiently or ineffectively, because of the absence of suitable
sponsors to do the necessary developmental and promotional work. We therefore
proposed that IFC should become more active in seeking to promote industrial
projects where there was a reasonable prospect that the project would eventually
be suitable for financing by IFC in accordance with its established criteria.
We proposed, further, that IFC should be free to suit the form of promotional
activity to the needs of the proposed venture and the circumstances prevailing
in the country in which the venture would be located. This might mean, in some
instances, that IFC would assume responsibility for implementing a project from
its inception, through the stages of a feasibility study, detailed engineering
and market investigations, finding technical and financial partners and putting
together a financial package. At the other extreme, it might mean that IFC
would participate as one of a number of shareholders in a pilot company which
would conduct the requisite investigations on behalf of a group of technical
and financial sponsors already committed to proceed with the venture if the
investigations demonstrated the project's viability. We suggested an over-all
limit of $250,000 for promotional costs. The Board approved the proposal, with
a limit of $50,000 for any one project.

Under this policy, in the 1969 fiscal year IFC invested in an industrial
promotional company in Honduras 1/and in two tourism promotional ventures ,in
Colombia 2/and Tunisia.3/ IFC also committed funds to a cement project in
Indonesia, taking primary responsibility for determining the feasibility of
the project and organizing financial and technical support for it.

In January of 1969, the IFC Board approved my proposal that IFC should
be willing to put a director on the Board of any promotional company to the
shares of which it has subscribed, if in IFC's judgment this would enable its
promotional activity to be carried out more effectively.

Locating investment opportunities, promoting indigenous entrepreneurial
talent and encouraging the growth of private investment is a difficult job.
IFC plans to increase its efforts in this area by continuing and intensifying
activity of the kind described above and by increasing its contacts with indi-
viduals and institutions in both the developing and developed countries, with
an eye to uncovering and exploiting investment opportunities. These plans

1/ No. 140.

2/ No. 137.

3/ No. 152.
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are reflected in the new policy statement for IFC which has been submitted to
the IFC Board of Directors for approval.

If these policies are to be more than pious statements of intention, it
will be necessary that IFC have available staff who can spend a considerable
portion of their time in the developing countries. It would be their primary
function to look for investment opportunities which IFC might appropriately par-
ticipate in or bring to the attention of others. This will require adding
several senior professionals to IFC's staff.

Even if IFC's staff is enlarged, IFC cannot by itself accompsh all that
needs to be done. As the Executive Directors know, the Bank Group as a whole
has given considerable support to institutions in the developing countries
which are themselves engaged in promoting private enterprise. The Pearson
Commission has recommended greater help to development banks and similar insti-
tutions, and the memorandum analyzing that recommendation reviews the past
activity of the Bank Group and plans for increased support in the future. How-
ever, IFC's assistance should not be limited to institutions formed by resi-
dents of the developing countries. It should, and it intends to, work with,
support and help to finance institutions such as the Atlantic Community Devel-
opment Group for Latin America (ADELA),l/ the Private Investment Company for
Asia (PICA),2/ and other comparable org'anizations (including the private in-
vestment company proposed for Africa) provided that they need help, are well
managed, and are carrying on investment programs that will assist the devel-
opment of the countries in which they are doing business.

It is relevant to remind the Executive Directors that the Bank also
intends to do more to help identify and prepare industrial projects. As the
Executive Directors are aware, we have recently established an Industrial
Projects Department within the Bank, which will carry out sector analyses and

1/ ADELA is a private corporation, with authorized capital of $60 million,
$52.65 million of which has been subsc b234 stockholders in Europe,
the United States, Latin America, C aad and Japan. It makes equity and
loan investments and, through an entity known as ADELATEC, which is in
effect a firm of development consultants rendering services to ADELA and
to others, it engages in a variety of other activities designed to support
private investment in Latin America: underwriting, project identification
and promotion, project management, market studies, resource surveys, and
feasibility and pre-feasibility surveys. The ADELA Group is at present
giving priority to agri-business and tourism. It is increasingly devoting
its energies and resources to self-initiated sectoral studies, project
identification and project promotion in these fields.

2/ PICA, whose authorized capital is $40 milion, modeled on ADELA; the
two corporations have a number of shareholders and directors in common.
PICA was formally organized in February of 1969 and its operations have
thus far been limited.



project identification work in the industrial sector. To assure that the ef-
forts of IFC and of the new Department, as well as the activities of the
Bank's Development Finance Companies Department, are complementary, and that
there is a full exchange of information and an appropriate allocation of
responsibility among all Bank Group operational units working in the field of
industry, we are also creating an Industrial Coordination Committee composed
of the Executive Vice President of IFC, as Chairman, the Directors of the two
Bank Departments, and the Chief of the Economics of Industrialization Divi-
sion of the Economics Department.

Conclusion

The plans for future IFC activity are consistent with the Commission's
recommendation. As indicated above, the implementation of these plans
involves a revision of the IFC policy statement. Such a revision has been
submitted to IFC's Board of Directors for approval.
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MEMORANDUM TO THE EXECUTIVE IERECTORS

Subject: Pearson Commission Recommendation No. 10 Concerning Advice on
Industrial and Foreign Investment Policies

Recommendation

"International institutions, such as the World Bank . . , should
expand further their advisory role regarding industrial and foreign
investment policies. These activities could eventually be fully
transferred to IY if the proposed reorientation of IFC is success-
fully achieved."

Background

This recommendation appears in the context of the Commission's dis-
cussion of the potential of foreign investment, primarily direct invest-
ment, for contributing to the faster growth of the developing countries.
The Commission reports its impression that most low income countries
would welcome a larger flow of foreign investment, and suggests a number
of ways in which that flow might be stimulated. It believes that devel-
oping countries urgently need impartial advice concerning their posture
toward foreign investment. It finds that such advice has rarely been
provided in the past. With respect to the Bank Group, the Commission
says that the Bank has tended to delegate much of its industrial activity
to IFC, but that IFC has deliberately and to the extent possible avoided
involvement in issues of governmental policy and is, in any case, not
equipped to ascertain the economic implications of government policies...

The Commission also observes that much of the substantial industri-
alization achieved by developing countries in the last two decades has
been in the form of high-cost import-substituting industry and that, in
many cases, new industries have become a burden rather than a benefit to

l_/ Report, page 1,15. The proposal for reorientation of IFC policy is
the subject of a separate memorandum.

2/ Report, page 11.
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the economies, with adverse effects on agriculture and on the prospects for
increasing exports. Thus the advice to be given to developing countries on
foreign investment policies is closely linked with advice on their indus-
trial policies.

Analysis

In recommending that the Bank "expand further" its advisory role, the
Commission implicitly recognizes that the role would not be a new one for
the Bank. The principal vehicle for the provision of advice has been coun-
try economic missions.1! The resources devoted to the industrial sector on
these missions have, however, been limited. From the beginning of 1967 to
date, the total of industrial specialist resources devoted to such coverage
has averaged only five man-years annually. There has been some increase in
emphasis on industrial policy recommendations to individual countries in
this work, exemplified by recent missions to, e.g., Argentina, Brazil and
Mexico in the Western Hemisphere, and India, Indonesia, Iran, Korea and
Pakistan in Asia. Appraisal and follow-up of industrial projects have also
provided the occasion for advice on industrial policies.

The Bank's advisory role with respect to policies of individual coun-
tries towards foreign direct investment has not been well defined. In the
course of the country economic work, such policies have been the subject of
attention when they appeared to be hampering development. But these poli-
cies have not been systematically reviewed, nor has any specialist been em-
ployed to deal with them.

I fully agree with the Commission's recommendation that the Bank's ad-
visory functions should be enlarged. Many developing countries need advice
on trade, fiscal and other policies which will foster industrial growth and
attract foreign private investment. Tariffs, import licenses, taxation,
subsidies, price controls -- all can affect industrial progress to an ex-
tent often not fully appreciated by the government involved. Protection
policies, which have been the subject of discussion by the Executive
Directors in the context of some recent Bank Group operations, frequently
foster the growth of uneconomic enterprises. The Bank ought to be in a
position to advise its developing country members on the implications of
particular policies and to assist them to make sensible choices.

It is my intention that comprehensive industrial sector studies shall
in future form part of the Bank's economic reviews conducted under the
direction of the Area Departments. As the economic missions now do for
other sectors, they will be systematically analyzing the industrial capa-
city and strategy of individual countries and the relationship of industrial
progress to over-all growth. This is a difficult process which will take
some time to organize and to staff, and which will in due course have
budgetary implications.

l/ Some of the general survey missions organized by the Bank included in-
dustrial specialists, but no survey mission has been sent out since
1964.
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The Industrialization Division of the Economics Department was organized
a year ago to undertake research concerning the industrialization process,
and more recently we have created an Industrial Projects Department in the
Bank which, in addition to its operational functions, is charged with making
recommendations on industrialization problems and policies of member coun-
tries, including advice on industrial planning and priorities and on measures
to stimulate efficient and sound industrial growth.

We shall also look to other international organizations for assistance
in their fields of specialization. The United Nations Industrial Development
Organization (UNIDO), since its establishment a few years ago, has been en-
gaged primarily in providing technical assistance for specific industrial ac-
tivities. It is now widening its advisory activities, and in view of my
intention that the Bank should step up its own activities of that character,
closer cooperation with UNIDO seems appropriate. Arrangements have accord-
ingly been made with UNIDO for an exchange of information about matters of
common interest, on an informal basis. The International Labour Organisation
(ILO) and the Food and Agriculture Organization of the United Nations (FAO)
are also concerned with some aspects of industrialization, and we shall be
cooperating with these agencies as well.

I also believe that IFC could usefully play a role in considering and
advising governments on measures to encourage the development of the private
sectors of their economies, in particular the flow of foreign private capi-
tal. IFC has begun to collect some data bearing on this problem. As re-
ported in the memorandum dealing with the Commission's recommendation for a
reorientation of IFC policies, I have authorized IFC to appoint an Economic
Adviser. This adviser will be expected to organize the data collection work
more efficiently and to evolve proposals for systematic activity by IFC in
providing advice to governments on their foreign investment policies.

As noted in another of this series of memoranda, an Industrial Coordin-
ation Committee is being created in order to coordinate work in the Bank
Group on industrialization policies and measures to promote foreign private
investment. This Committee will be composed of the Executive Vice President
of IFC, as Chairman, the Directors of the Bank's Industrial Projects and
Development Finance Companies Departments, and the Chief of the Economics of
Industrialization Division of the Economics Department.

I am not now prepared, however, to endorse the tentative suggestion of
the Commission that eventually all advisory activities on industrial and
foreign investment policies might be performed, for the Bank Group, by IFC.
Although, as indicated above, our plans call for IFC to play an important
advisory role in connection with foreign investment policies, it seems
likely that most of the Bank Group's advisory activities in the field of
general industrialization policy, including the establishment of priorities
for industrial development, will, at least in the foreseeable future, and
probably over the long term, be undertaken by the Bank, where work in this
field may be integrated with the guidance being given to member countries on
other aspects of their development programs.



Conclusion

The plans for increased emphasis by the Bank Group on the provision of
advice to member countries concerning the industrial and foreign investment
policies of developing countries are fully consistent with the Commission's
recommendation. No action by the Executive Directors is now required.
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,MORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 15 Concerning Assistance
to Development Banks, Industrial Parks and Agricultural

Cooperative Credit Institutions

Recommendation

". . . we recommend greater help to development banks and similar
institutions in developing countries. In addition, assistance
should be provided to such promising activities as industrial
parks and agricultural cooperative credit institutions, designed
to promote financing of the domestic private sector."l/

Background

In the context of its discussion of ways to make aid more effective, the
Commission notes that "Smaller investment projects may also require support,
and there is then a case for the assistance of national development banks and
similar institutions, public and private. "2/ These institutions, particularly
the development banks, the Commission says, "are especially important because
they can reach the small investor, their administrations are generally more
decentralized and fast moving than larger enterprises, and they result in such
important institution-building as the strengthening of local capital markets."3/
In its historical review of the last two decades, the Commission also notes the
role of development banks in facilitating savings and investment,h/ and else-
where in the report stresses the importance of the role of financial intermed-
iary.5/

1/ Report, page 179.

2/ Ibid., page 179.

3/ Ibid., page 179.

h/ Ibid., page 31.

5/ Ibid., pages 64-65.
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There is no mention or discussion of industrial parks per se in the Com-
mission's report, beyond the statement in the recommendation that they consti-
tute a promising activity. The closest reference occurs in the discussion,
earlier in the report, of the problems of the private sector, where mention is
made particularly of financial institutions to accommodate small entrepreneurs,
and there is a passing reference to the need for legal and accounting facili-
ties, suitable land tenure and management training as well.l/ All of these
considerations arise in connection with industrial parks. There is no extended
discussion of agricultural credit institutions, although it is noted elsewhere
in the report that increasing agricultural. roduction raises a demand for more
farm credit.2/

For convenience, each of the three types of facilities mentioned in the
recommendation -- development banks, industrial parks and agricultural coopera-
tive credit institutions -- will be analyzed separately.

Analysis

A. Development Banks 3/

The Bank's involvement with development banks dates from 1950 when it as-
sisted in the establishment of the Industrial Development Bank of Turkey and
the Development Bank of Ethiopia. Ever since, the Bank Group has been heavily
engaged in promoting, financing and extending technical assistance to such in-
stitutions. A few indications of this activity are cited below:h/

a. The Bank Group has helped to promote 12 development banks
and to reorganize another six.

l/ Report, page 65.

2/ Ibid., page 61.

3/ In view of the characteristics cited by the Commission (quoted in the text,
above) to illustrate the importance of "development banks", it appears that
the Commission had in mind the kind of institution known in Bank Group parl-
ance as a "development finance company", in contrast to such institutions as
e.g., the Japan Development Bank which is the government's agency for borrow-
ing abroad and which serves as a conduit for funds to private industry, or
the Corporacion de Fomento de la Produccion of Chile, created to devise and
give effect to a plan to nromote production in all sectors of the economy
and to borrow abroad. Accordingly, the following description of the Bank's
experience with "development banks" concerns institutians of the former type,
devoted primarily to stimulating medium-sized and smaller enterprises in the
private sector of the economy.

h/ The data includes companies in Austria and Finland although these countries
fall outside the category of "developing countries". Both are Part I IDA
countries.
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b. The Bank Group has assisted in recruiting key personnel
for a number of development banks. IFC is represented
on the board of 13.

c. Fifty-five officials of development banks which have
been financed by the Bank Group have received training
in the Bank's Economic Development Institute; sixty-one
have received training under special programs.

d. Gross commitments to development banks up to the end of
September 1969 amounted to $954 million. This financing
was extended to 28 companies in 24 countries and included
Bank loans (93%), IDA credits (h%), and IFC investments
(3%). These figures reflect a recent rapid acceleration
of commitments. Until the end of fiscal 1963, commitments
amounted to only $229 million; in the next five-year period
they totalled $497 million. In fiscal 1969 alone, commit-
ments reached almost $195 million. About 61% of gross com-
mitments had been disbursed up to the end of September 1969.

Allowing for repayments and redemptions of about $149 mil-
lion, the disbursed amount outstanding was $430 million.

Bank Group policies towards development banks have been reviewed period-
ically, most recently by the Executive Directors in November 1968. Several
significant changes have recently taken place. For example, in June 1968, the
Bank, whose policy once prohibited lending to government-controlled develop-
ment banks, decided it would be prepared to lend to such institutions provided
their management was sound and autonomous in day-to-day decision making. Another
policy departure, accepted in November 1968, involved the scope of operations
of institutions financed by the Bank Group. Formerly they were eligible only
if they were devoted primarily to manufacturing industry. Now they may be
multi-purpose companies, financing not only industry but also tourism, housing,
and other productive activities. Moreover, in the past year IFC has sponsored
and helped bring into existence two companies which are primarily devoted to
promoting new enterprise and to providing investment services, rather than
finance.l/ These developments, all indicative of increased flexibility on the
part of the Bank Group, reflect the importance which the Group attributes to
institutions which can mobilize capital, allocate it for productive purposes,
promote investment and generally act as intermediaries in the investment process.2/

1/ These companies, and IFC's investment in them, are not included in the
figures cited in the previous paragraph.

2/ As noted in the memorandum concerned with IFC's preinvestment promotion
work, IFC intends also to work with, support and help to finance such insti-
tutions as the Atlantic Development Community Group for Latin America (ADELA),
the Private Investment Company for Asia (PICA) and other comparable organiza-
tions (including the investment company proposed for Africa), if these insti-
tutions need help, are well managed and are carrying on investment programs
that will assist the development of the countries in which they operate.



The 28 development banks presently associated with the Bank Group are now

committing the equivalent of about $430 million per annum in loans, invest-

ments, etc. These in turn contribute to a total investment estimated at about
$900 million. The vast bulk of these investments assist the manufacturing

sector. Judging by the size of the operations, it is fair to say that develop-
ment banks are financing primarily medium-scale enterprises and, to saime extent,
small enterprises. If it did not work through such intermediary institutions,
the Bank Group would be unable to reach a very significant part of the manufac-
turing sector of developing countries.

The principal objective of the Bank Group, however, is not simply to find
retail outlets for dispensing external finance and technical assistance, but
to help build effective investment institutions in developing countries. Hence,
the Group encourages development banks to be active in mobilizing domestic
capital, underwriting securities, subscribing to equities, selling from their
portfolios in order to broaden ownership of enterprises, identifying and promot-
ing investment opportunities and assisting entrepreneurs in formulating and
carrying out investment proposals. While some progress has been made on these
lines, a great deal remains to be done. Most development banks have not acquired
much capability as mobilizers of financial resources and remain dependent on

government funds, or on international institutions or on foreign aid. Further-
more, development banks, in the main, still respond to investment opportunities
presented to them by their clients and only rarely do they do much in the way
of identifying and promoting projects on their own initiative.

I fully accept the recommendation of the Pearson Commission that the Bank
Group should provide more help to development banks.

The Bank's Five-Year Program already reflects this view. The plan for

gross Bank and IDA commitments to development banks in the period 1969-73 is
around $1,500 million, compared with $483 million in the preceding five-year
period. As noted above, in fiscal 1969, the first year of the period, $193 mil-
lion was committed. Although there is not yet a projection for IFC operations
in this field, I have little doubt that IFC, too, will expand its role in fi-
nancing development banks.

To achieve the objective of the Five-Year Program, the number of develop-
ment banks associated with the Group will grow to perhaps twice the current
number of 28.

The proposed expansion in the number of institutions, as well as in the

volume of operations, is closely related to the recent changes of policy already

mentioned, which make possible a significant expansion of activity in Africa

and in Latin America. In particular, it is probable that three or four loans

will be made to government-controlled development banks in the current fiscal

year. We have begun a systematic exploration of existing small development
banks in Africa and of the possibilities of financing such institutions.
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This expansion of activity, in exploration, in appraisal of companies,
and in actual lending, has placed an unusual strain on staff. In fiscal
1969 the number of professional staff in the Bank's Development Finance
Companies Department increased by 50%, from 20 to 30; another 25% increase
is expected in the current year.

As noted above, Bank Group policies towards development banks have in
the past been periodically reviewed in the light of experience and as new
problems emerged. I shall continue to bring to the Executive Directors pro-
posals for further changes as and when they appear desirable.

B. Industrial Parks

Industrial parks, sometimes referred to as industrial estates, essen-
tially consist of tracts of land provided with services and public utilities
for the establishment and operation of a group of industrial enterprises.
First employed in industrialized countries as a device for the planned loca-
tion or relocation of industries, they have been widely used in developing
countries since the 1950's primarily as a tool to foster small-scale and
medium-sized industrial enterprises.l/ Experience has been widespread and
interest is growing, but the results have been uneven.

Fundamentally, the industrial estate provides developed sites for the
construction of factories, to be built by the entrepreneur or to be offered
for sale or lease by the estate management authority. The resulting clus-
tering of enterprises may facilitate working arrangements between enter-
prises and provide a focal point for other assistance needed by smaller in-
dustries. This assistance may take the form of financing; contracts with
government regulatory agencies; training; advisory services; research; sub-
sidies; testing facilities; common industrial, purchasing, or marketing ser-
vices; or labor relations services. Thus industrial estates can serve to
create external economies of scale, to make available serviced industrial
land at reasonable cost, to produce a desirable pattern of location of indus-
try, and to serve as a means of centralizing official assistance to industry.

In addition to the general-purpose industrial estate, a variety of other
forms has evolved in developing countries. Some are large estates for both
heavy, large industries and smaller, light industries, and may include major
transport facilities such as ports or railway yards.2/ A newer type for par-
ticularly small industries is the estate consisting of "flatted"factories or
lofts, for relocating squatter workshops or others covered by urban renewal
programs,3/or for attracting foreign investment to labor-intensive activi-
ties such as electronic assembly.4/ There are "functional" estates specializing
in one type of industry, e.g., metal working. "Satellite" estates have been

l/ Industrial estates are found in such diverse countries as Ireland, in Europe;
Puerto Rico, Mexico and Brazil, in the Jestern Hemisphere; India, Pakistan,
Malaysia, Singapore and Taiwan in Asia; Ghana and Nigeria in Africa.

2/ e.g., Jurong near Singapore with a potential area of 17,000 acres; Aratu
near Salvador in Brazil with 110,000 acres.

3/ e.g., Hong Kong, Singapore.

/ e.g., Singapore.
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created for sub-contractors of larger industries. There are also estates set

up in thickly populated rural areas to tap a new work force and decentralize
industrial concentrations.1/ Some countries have created export-oriented es-

tates with customs-free bonding arrangements.

The ownership of industrial estates may be private or governmental, in

the latter case at the local, regional or national level. In developing coun-

tries ownership must usually be public, although the hope is sometimes that

the governmental initiative may induce simiar operations by private entre-

preneurs. Given public ownership at one or another level of government, the

question arises, in relation to the Commsi- rcommendation, as to what

kind of external assistance governments need hat role there can be for
the Bank Group. Technical assistance, which can be used to good advantage

for preinvestment studies and planning of industrial estates as well as for

their operation, is available from the U.N. Industrial Development Organiza-

tion (UNIDO) with financing from the United Nations Development Programme,
and from bilateral sources, both public and private, such as USAID and the

Ford Foundation. Finance is required for land acquisition, the provision of

infrastructure, factory buildings and equipment, and for various kinds of ser-

vices.

The Bank Group's potential role is obviously primarily one of providing
finance. Our experience with industrial estates is limited to one IDA credit

of $6.5 million., extended to Pakistan in 1962 to help develop two industrial

estates. This particular project ran into difficulties, partly because the

estates were not well sited and partly because the financing arrangements for

the prospective tenants were inappropriate. Nevertheless, I believe that we

should, consistent with the Commission's recommendation, be prepared to give

assistance to appropriate projects involving the establishment of industrial

estates. A follow-up of the Pakistan project is in fact in an advanced state
of preparation and should come forward to the Board early in 1970.

As the Executive Directors know, we keep searching for ways in which the

Bank Group of institutions, centrally organized as they are, can effectively
help the small entrepreneur. The Commission is, in my judgment, entirely
correct in pointing to industrial estates as a promising vehicle for such

assistance. Of course, in each case we would need to weigh the relative merits

and costs, social as well as economic, of helping to establish an industrial

estate as against other possible ways of promoting the particular small indus-

tries concerned.

In the single instance in which we have thus far provided financing for
an industrial estate, our funds were used primarily for importation of capi-
tal equipment for private factories located on the estates. The financing

requirements for other cases may well be primarily for the public sector

infrastructure. Each case will have to be judged on its merits. In most

instances, it is likely to be desirable to associate our financing with tech-

nical assistance fram other sources. We should also, I believe, be prepared
to help in the planning of industrial estates projects for which Bank Group

financing is contemplated. This might be done, in appropriate cases, in asso-

ciation with UNIDO.

1/ e.g., Taiwan.
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C. Agricultural Credit Cooperatives

The Commission noted that increasing agricultural production in the devel-
oping countries has increased the demand for farm credit. It was particu-
larly concerned about the needs of small farmers, who characteristically have
difficulty in finding funds with which to buy imported seed, fertilizer, pes-
ticides and implements and to improve the productivity of their property. In
framing its recommendations, the Commission singled out for support, among the
other various kinds of agricultural credit institutions, the credit coopera-
tives. The analysis which follows is, accordingly, similarly limited, although
cooperatives are of course only one of several vehicles throuh, .ich agricul-
tural credit may be extended.1/

Agricultural credit cooperatives specializing in investment lending are
rare in developing countries. More freauently multi-purpose cooperatives are
found which extend credit in the form of seasonal inputs and collect payment
through marketing the crops. There are also various forms of farmer associa-
tions, for example in Taiwan, Pakistan and West Africa, which are not coopera-
tives in a strict sense but which perform many of the same functions effectively.
Even where specialized agricultural credit cooperatives do exist, the apex or-
ganization is usually not a cooperative, as is the case in Western Europe and
North America, but a public agency or specialized banking institution designed
to exercise control over the cooperatives and to channel government subsidies
to them. In addition, agricultural credit cooperatives often deal mainly or
only in short-term credit and, because of lack of experience and appraisal
staff, find it difficult to provide longer term credit. That kind of credit
is, instead, provided through specialized public agricultural credit institu-
tions.

Within these limitations, the Bank Group has used both agricultural coop-
erative credit institutions and muli ;-puose cooperatives as a channel for
making funds available to their member., the ultimate beneficiaries. In some
cases, these cooperatives have played ax i iportant role in the project as a
whole by providing needed services rather than flunds.

Experience with these projects has been mixed: some have been successful,
others not. The critical factor has been the quality of the management of the
cooperatives; if it is weak, as it often is, the project has not been fully
effective. In one case, the management of a cooperative group which was ex-
pected to act as the channel for Bank funds was so weak that a proposed financ-
ing operation had to be postponed indefinitely.

Experience suggests that, in most cases, working through cooperatives
imposes a sizeable workload on the Bank, in that substantial guidance and super-
vision appear to be required. I believe, nevertheless, that our use of

1/ A sizeable portion of the Bank Group's total financing of the agricultural
sector has, over the years, been extended to agricultural credit institu-
tions, to which we have also provided considerable technical assistance.
Bank and IDA financing for agricultural credit aggregated $285.2 million
as of June 30, 1969.



- 8 -

cooperatives has been worthwhile and that they are an important tool in carry-
ing out our agricultural programs and particularly in reaching individual
farmers and ranchers. They are not the only tool, however, and therefore the
Bank Group must in each case choose the institutional vehicle most suited for
carrying out its financing objectives.

When the Bank Group lends for projects which make use of agricultural
cooperatives to provide credit and other services for farmers, provision
normally has to be made for substantial technical assistance to supplement

the provision of finance and to make it more effective. A recent example is

the loan and credit of $9.5 million equivalent made to Senegal in February 1969
to provide (a) credit to farmers, through existing cooperatives, for various
agricultural inputs; (b) management services to reorganize the cooperatives'
supply and marketing organization and train local staff for its future opera-

tions; and (c) extension services to the farmers.l/ Several agricultural
credit projects in India are under consideration now, all of which include
the use of specialized credit cooperatives as channels of funds and same of
which involve substantial inputs of technical assistance.

I believe, however, that we could do more in this field by way of assist-

ance in project preparation, perhaps most effectively in association with

the international cooperative movement which has been active in helping coop-
eratives in the developing countries. I have therefore directed the staff to
consider ways in which the Bank Group might support that movement by relating
it more closely to Bank operations, and to come forward with proposals to that
end.

Conclusion

I am in full agreement with the recommendation of the Commission that more

should be done by way of support to the indicated types of intermediary insti-
tutions and facilities. Substantially increased assistance to development
banks is already provided for in the Bank Group's program for the next five
years. Assistance for industrial estates and agricultural cooperative credit
institutions must necessarily proceed at a slower pace, for the reasons indi-
cated. However, we are mindful of the potential in these areas. We shall be

prepared not only to provide finance in support of industrial estate projects
but to assist in the planning of projects of that character for which Bank

Group financial support would be appropriate. We shall also be exploring the

possibilities of helping to improve the management of agricultural credit coop-
eratives and of assisting governments in preparing agricultural credit projects
involving the use of cooperatives, where appropriate, for Bank Group financing.

No action by the Ececutive Directors is now required.

1/ Loan No. 584 SE; Credit No. 140 SE.
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 16 Concerning Joint or

Parallel Financing

Recommendation

"We recommend that multilateral agencies extend the practice of joint
or parallel financing of projects."1.

Analysis

This recommendation comes in Chapter 9 dealing with ways of making
aid more effective. It is one of a series of recommendations in the con-
text of a sharp criticism of aid tying and is put forward as one way in
which the multilateral agencies can help to mitigate the harmful effects
of tying.

The Bank shares the view of the Commission that joint financing be-
tween multilateral and bilateral agencies, where feasible, can help bor-
rowers to obtain the advantages of wide international competitive bidding
while at the same time utilizing some of the tied bilateral assistance
available to them. Joint financing between the Bank and co-lenders also
has other advantages. It provides a means whereby funds from other
sources are channelled into high-priority projects. Because of the re-
sponsibility taken by the Bank for project appraisal and supervision, the
execution of jointly financed projects is likely to be more effective
than might otherwise be the case. And joint financing with the Bank en-
ables bilateral agencies, notably those in some of the smaller aid-giving

l/ Report, page 17h. The Commission did not say what it meant by "joint
or parallel financing." As used in the Bank, "joint financing," in
its narrow sense, refers to arrangements under which individual con-
tracts for a single project or program are financed partly by the
Bank and partly by the co-lender(s). "Parallel financing," as used
in the Bank, refers to arrangements under which the Bank provides all
the external finance for individual contracts or separable facilities
for a project or program and co-lenders provide all the external
finance for other contracts or other facilities. For purposes of
this memorandum, however, the term "joint financing" is used in a
general sense to include all arrangements for co-lending.
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countries, to ensure that their funds are being applied to sound projects

without the necessity of building up large project appraisal staffs of

their own. For all these reasons the Bank maintains a positive and flex-

ible attitude towards joint financing wherever it can be carried out
under conditions insuring wide international competition and without in-

volving unduly complex procedures.

A recent review of the Bank's experience reveals a great diversity

in the methods of joint financing that have been used. No one formula,

and no one set of rules as to the detailed arrangements, can fit all cir-

cumstances. Attached as Annex 1 is a table showing the number of proj-

ects, total cost, foreign exchange cost, and the contribution of the Bank

or IDA and co-lenders, respectively, in joint financing operations for

1955-1968 and up to October 15, 1969. The table indicates that, while

joint financing has been a regular feature of Bank operations for many

years, both the number of such operations and the amounts involved

increased sharply in 1968 and 1969. This reflects both greater efforts

by the Bank to find ways of associating Bank Group finance with funds

available from bilateral sources and greater interest by a number of

national aid and export financing agencies in becoming associated with

projects appraised and partly financed by the Bank Group. There is being

circulated separately a summary analysis of the kinds of joint financing
arrangements in which the Bank or IDA has been involved through 1968.

Some types of joint financing arrangements have been quite difficult
to work out and have imposed a significant administrative burden on the
Bank, on co-lenders and on borrowers. Where funds of a bilateral co-
lender are already untied, as are those of the Swedish International
Development Agency, there is no significant administrative difficulty.
On the other hand, joint financing with co-lenders providing funds tied
in various ways and operating under different sets of constraints, as in
the case of the Colombian power and water supplyl! and the Mexican power
projects,2 has involved extensive negotiations and detailed administra-

tion; this type of financing is therefore likely to be appropriate

primarily for larger projects.

While several variations are possible, the basic necessity, if tied

funds are to be "untied" by use of joint financing techniques, is to ob-

tain credit offers from the countries likely to win orders under a system
of international competitive bidding, each country so participating

agreeing to finance the whole, or an agreed proportion, of the orders it

receives. If international competitive bidding is to be open to all Bank

members, credit offers have to be available from all the countries which

are likely to be competitive.

If, however, only a few countries are prepared to participate, it
may be necessary to restrict bidding to these countries. While even some

1/ Loans 536 CO and 537 CO, June 3, 1968; Loan 575 CO, December 2, 1968.

2/ Loan 436 ME, December 15, 1965; Loan 544 ME, June 28, 1968.
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competition is better than none, the full contribution of joint financing
in untying tied aid can be achieved only by a broad participation by
equipment-supplying countries.

In a joint financing operation, the terms on which countries are pre-
pared to provide credit are important. It is understandable that capital
goods-exporting countries wish to avoid a credit race involving ever-
increasing periods of credit and subsidized interest rates. It would,
however, greatly facilitate joint financing if countries were prepared to
adjust the terms of their lending to a reasonable extent so as to have a
minimun term and a maximum interest rate agreed to by all participating
countries, so that orders can be allotted purely on the basis of price.
The longer this minimum term is, the more suitable the joint financing
will be for the needs of the less developed countries.

Progress by potential co-lenders towards lengthening and standardiz-
ing credit terms for projects financed jointly with the Bank would facili-
tate increased use of joint financing, as suggested by the Pearson
Commission, thus effectively extending the field of competitive bidding
and enabling borrowers to make the best use of the tied funds available to
them.

Conclusion

The staff has been instructed to examine every project with a heavy
requirement of external financing to see whether it has possibilities for
joint financing. Such joint financing is facilitated by the Bank's prac-
tice of maintaining close contacts with both development aid and export
financing agencies in the principal capital-exporting countries that are
potential co-lenders. Since the Bank's policies are consistent with the
Pearson Commission's recommendation, no action by the Executive Directors
is necessary.



ANNEX l

JOINT FINANCING OPERATIONS BY YEAR OF SIGNATURE OF
LOAN OR CREDIT

Foreign Bank/1A
No. of Total Exchange Contri- Co-lender % Total Cost

Year Projects Cost Cost bution amount 2/ Bank/IDA Co-lenders

Primarily
development ------------------- $ million ---------------
finance:

1955 1 26.6 18.0 18.0 2.6 67.6 9.7
1956 1 226.0 200.0 30.0 128.8 35.3 57.0
1957 2 54.0 32.3 20.1 16.5 37.2 30.5
1958 2 61.7 41.1 41.1 6.4 66.6 10.3
1959 3 195.6 160.4 60.2 32.3 30.7 16.6
1960 7 279.7 230.2 113.0 56.3 40.4 20.1
1961 5 283.4 151.6 75.1 63.7 25.4 22.5
1962 1 196.0 118.0 47.0 51.0 23.9 26.0
1963 3 97.6 64.6 43.6 22.9 44.6 23.5
1964 8 445.4 284.5 145.6 99.5 33.2 22.3
1965 2 37.8 25.1 15.7 17.1 41.5 45.2
1966 1 39.0 24.0 19.2 4.8 49.2 12.3
1967 4 125.0 94.3 53.2 18.0 52.5 14.4
1968 9 586.4 264.8 145.9 150.3 25.2 25.7
1969 thru
Oct. 15 10 577.8 242.4 153.4 101.8 26.5 17.6

Total 59 3,232.0 1,951.3 1,031.1 772.0 31.9 20.8

Indus
Basin 3/
and
Tarbela 2 1,626.0 1,030.0 173.4 1,191.5 10.7 73.3

Total 61 4,858.0 2,981.3 1,204.5 1,963.5 24.7 h0.2

Export
Finance

1968 5 536.6 320.7 250.0 51.4 !/ 46.5 9.6
1969 .1 247.4 80.0 60.0 19.7 24.3 7.9

Total 67 5,642.0 3,382.0 1,514.5 2,034.6 26.8 36.0

1/ Includes some estimates.
2/ Excluding public issues but including private placement through banks.

3/ The saving of $324 million in the Indus Basin Fund has been deducted from both
the total cost and the co-lenders' amount and pro rata, 60% from the foreign

exchange cost.

4/ Amounts likely to be utilized following pattern of award of contracts.
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 31 Concerning
Need for Organizational Changes in IDA

Recommendation

" . . . we recommend that the President of the World Bank undertake
a review of the need for organizational change of the International
Development Association as its functions increase." 1/

Background

Although the recommendation is addressed to IDA's organization, the report
makes clear that in fact the Commission was concerned with IDA's policies,
which are described as "almost indistinguishable" from those of the Bank.2/
The Commission comments that the Bank's policies reflect constraints imposed by
the Bank's reliance on the private capital markets. It reasons that, since IDA
does not go to the market, these constraints do not apply to IDA and accordingly
IDA's policies need not be the same as the Bank's. In the Commission's view,
however, the integration of IDA into the Bank's organizational structure has
effectively precluded IDA from developing its own policies -- in such areas,
for example, as non-project lending, local cost financing and debt relief. The
Commission suggests that the recommended expansion of IDA's resources 3/ and
the enlarged scope of activity which could be expected to follow would provide
a suitable occasion for considering the need for a change in IDA's organizational
structure.

The report itself does not indicate what kinds of organizational change the
Commission thought might facilitate an independent approach by IDA. It appears
from papers prepared by the Commission's staff that some or all of the following
were suggested to the Commission as possibilities:

(a) a separate IDA president, or an IDA executive vice-president
responsible for developing lending policy;

l/ Report, page 226.

2/ Ibid., page 223.

3/ Ibid., page 224.
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(b) a separate IDA policy-making staff, to function independent
of, although in consultation with, Bank staff;

(c) separate IDA Executive Directors (at the option of govern-
ments); and

(d) a Bank/IDA coordinating committee composed of the presidents
of the Bank and IDA and a number of Directors nominated by
the Boards of Governors.

Analysis

The recommendation by its terms does not call for any immediate action,
since it relates possible organizational change to a substantial increase in
IDA's resources and to an expanded scope of operations. However, since we

are undertaking a general review of all of the Commission's recommendations
relating to the Bank Group, it seems desirable to analyze the issues which

this particular recommendation poses, assuming for purposes of the analysis

that the recommended expansion of IDA's resources will take place.

The issues raised by the Commission's recommendation are (a) whether it

is desirable that IDA follow policies different from those of the Bank, and

(b) if so, whether and what kind of organizational changes are required to put

IDA in a position to do so. If the answer to the first is in the negative, it

is not necessary to consider the second.

The Commission is correct in stating that in most major respects the Bank

and IDA follow identical policies. Both finance only projects or programs of
high economic priority, which are economically and technically sound and which

appear likely to be successfully carried out and operated. They apply the

same standards in determining which projects or programs satisfy these criteria.

Compatibility, if not identity, of policies was a specific objective of

the design of IDA's organization. The resolution of the Bank's Board of Gov-

ernors requesting the Bank's Executive Directors to prepare Articles of Agree-
ment for an IDA directed that the institution should be affiliated with the
Bank but left open the manner of affiliation.l/ The Bank staff, preparing to

work on a first draft of Articles, proposed following the pattern set by the

IFC Articles to the extent of providing that Bank Governors and Directors

should serve IDA ex officio. However, the staff also proposed a departure
from the IFC pattern of a separate chief executive and staff by providing that
the President of the Bank should serve as IDA's President and that Bank staff

should serve IDA as well. The latter proposal was justified on the ground that,
since IDA operations would be close to those of the Bank, the absence of unified

direction at the level of the top management, as well as the Board, might be con-
fusing and that it would be desirable to avoid conflicting lines of policy. The

existence of a separate executive would be likely to lead to creation of a sep-

arate staff; although it might be necessary to recruit additional Bank staff to

1/ Resolution No. 136, Annual Meeting 1959, adopted October 1, 1959.
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handle IDA work, it was desirable not to label staff as either "Bank" or
"tIDA".1/

Among the alternatives or modifications suggested by Directors during
the Board discussions were that IDA's Articles should permit, rather than
require, the President of the Bank to serve as president of IDA,_2/ and that
provision be made for the possibility of a separate management 3/ and a sep-
arate staff.L/ However, the consensus favored the original approach, modi-
fied only to provide that Bank officers and staff should serve IDA "to the
extent practicable" .5/

IDA and the Bank are complementary institutions, both intended to promote
economic development. They differ only in the terms on which they lend, the
spectrum of developing countries to which they provide finance and the source
of their funds. The Commission felt that the latter difference, the fact that
the Bank borrows in capital markets and that IDA does not, justifies a differ-
ence in approach. The report does not specify how IDA's policies might differ
from the Bank's but it appears that the Commission had in mind at least that
IDA should be prepared to do more program lending and more local currency fi-
nancing than the Bank will do.

Although in its early days the Bank was concerned to establish itself in
the market and its policies necessarily reflected that concern, I believe it
fair to say that our policies are now determined, not by considerations of mar-
ket appeal, but primarily by what the Bank regards as the best use of its funds
from the standpoint of the developing countries, subject only to creditworthi-
ness considerations. The market, for its part, is primarily concerned with the
guarantees behind the Bank's bonds and with the Bank's creditworthiness criteria;
as long as the Bank's lending procedures continue to provide satisfactory assur-
ance that Bank funds are used sensibly, the market pays scant attention to the
specific sectors for which the Bank lends or to the Bank's position on such

1/ IDA/R59-1, dated October 9, 1959, para. 6; IDA/R59-2, dated October 22,
1959, page 5.

2/ IDA/R59-2, dated October22, 1959, page 5.

3/ IDA/R59-2, dated October 22, 1959, page 5,

/ Ibid., page 4.

5/ IDA Articles of Agreement, Article VT, Section 5(b). In consequence, it
may be noted, it would require an amendment to the Articles to permit the
optional designation of separate IDA Directors or to give IDA its own pres-
ident. The other changes mentioned in the Commission staff papers -- an
IDA vice president for policy, a policy-making staff and a Bank/IDA coor-
dinating committee -- could be brought about without amending the Articles.



issues as program lending or local currency financing. Moreover, it is clear

that the source of the funds to be lent is irrelevant to the economic case

either for or against program lending or local currency financing.

If the Bank were indeed subordinating the development interests of its

borrowers to market considerations -- which would mean, because IDA follows

the same policies as the Bank, that IDA borrowers would also be prejudiced --
the proper solution, in my opinion, would be to change the Bank's policies,
not to set IDA free to follow an independent course. What is best for the

borrowing country should be the determining factor in both Bank and IDA

operations. Any policy, except those having to do with creditworthiness,
which can be justified for IDA as consistent with its development function

can, I believe, equally be justified for the Bank, and the Bank should adopt
it.

This is not to say that the circumstance of a substantial increase in

IDA resources might not be the occasion for some modification of IDA poli-
cies, the allocation criteria in particular. But any changes of this type

can readily be considered within the existing IDA organizational framework,

as demonstrated by the full-scale reviews of IDA lending policy which have
taken place periodically in the past.

Conclusion

No change in IDA's organization is now, or is likely to become, neces-
sary to achieve the objectives sought by the Commission and I do not believe

any such change would be desirable.

1/ "IDA Lending Policy", IDA/FPC 64-8, July 30, 1964; IDA/FPC 64-9,
August 10, 1964; IDA/FPC 64-10, August 12, 1964. "IDA Policies", June 24,
1968 and July 16, 1968; IDA/SecM68-81, August 8, 1968 and IDA/SecM68-81/1,
August 15, 1968.
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OFFICE OF THE PRESIDENT

CONFIDENTIAL

December 11,1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: PEARSON COMMISSION'S RECOMMENDATIONS
RELATING TO THE WORLD BANK GROUP

The Executive Directors will recall that on October 10, I distributed
a list of the 33 recommendations of the Pearson Commission relating di-
rectly to the activities or policies of the Bank Group (SecM69-472, dated
October 10, 1969). In my covering note, I said that I would present to
the Executive Directors, with respect to each of the recommendations, a
memorandum proposing the position which I believed the Bank should adopt
on the recommendation and the action, if any, which I believed it appro-
priate for the Executive Directors to take.

Attached is the first group of analytical memoranda, dealing with
the following recommendations:

Recommendation No. 7: IFC Policies

Recommendation No. 9: IFC Project Identification and
Investment Promotion Jork

Recommendation No. 10: Advice on Industrial and Foreign
Investment Policies

Recommendation No. 15: Assistance to Development Banks,
Industrial Parks and Agricultural
Cooperative Credit Institutions

Recommendation No. 16: Joint or Parallel Financing

Recommendation No. 31: Need for Organizational Changes in
IDA

The numbers assigned to the recommendations are those which appear in
the list set forth in SecM69-472, referred to above.

As the Executive Directors will recognize, this first group of memoranda
deals with recommendations which present no difficult analytical problems; in
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most instances, the Commission has recommended an intensification or a broaden-
ing of present activities, which is already reflected in the Bank Group's plans
for the next five years. I believe that we can readily accept these recommenda-
tions. There is one recommendation, however, which I do not feel we should
accept: the recommendation which suggests the need for a review of IDA's organ-
izational structure, if and when IDA's resources are substantially increased.

While I believe that the Executive Directors will find the attached memo-
randa of interest, none of the recommendations analyzed seems to me to call
for action by the Directors at this time. Therefore, unless any Executive Di-
rector wishes me to do so, I do not intend to schedule these memoranda for
Board discussion.

As I said in my October memorandum, it is my intention to submit additional
groups of memoranda on a monthly basis.
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MEM4ORANDUI TO THE EXECUTIVE DURECTORS

Subject: Pearson Commission Recommendation No. 7 Concernin IFC Policies

Recommendation

IFC policies should be reoriented to emphasize the development effect
of its investments and not just their profitability.l/

Background

This recormendation appears in the context of a discussion on ways in
which developing countries might realize greater advantags from feg n
investment. The Commission says that -while many o FC's inestmenshave
benefited the host country, others have contributed only marginally, if at
all, to economic development, rarely being preceded by an analysis of uheir
impact on the country's economy. This, the Commission comments, ecause
profitability has been IFC's principal investment criterion. ie it does
not suggest that IFC should ignore profitability, it urges th FCrorient
its policies "for the sake of the economic impact of its on inestment and
even more for that of the new investments ... it is well placed to promote,"2/

Analysis

As the Commission recognizes, proiability is an se l invel stment
criterion for IFC. IFC's Articles diriect to uder'ke its i n on
terms and conditions which take account, among other onsiderations, of
"the terms and conditions normally obtained b prte ine Cors for similar
financing."3/ In addition, it is directed to "seek to revolve its lunds by
selling its investments to private investors whenever it can appropriately
do so on satisfactory terms."It/ IFC wants partners in the enterprises in

1/ This is a paraphrase of two paragraphs in the Commission's report (pages 114-115)
which are cast in the form of an analysis and an expression of hope for change,
rather than in the form of a recommendation. It has been included in this
series of memoranda, however, because the Commission's intent was clearly to
suggest an important policy change for a meiber of the Bank Group.

2/ Report, page 115.

3/ Art. III, Sec. 3(v).

h/ Art. III, Sec. 3(vi).
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which it invests, it wants to revolve its funds by selling seasoned securi-

ties out of its portfolio and, above all, it wants to encourage the growth

of private productive enterprise in the developing countries. Each of

these objectives alone, and certainly in combination, makes the prominence

of the profitability criterion inevitable.

It is true that IFC has not in the past had a strategy of development

based on the needs of the countries in which it operated. It tended to

consider individual projects as they came up. One reason was that, until

the Bank's Articles of Agreement were amended to permit it to lend to IFC,

IFC did not have sufficient resources to enable it to make a significant

impact on the economies of its member countries. Another was that in the

past it did not itself engage in promotional activity.

Although my appraisal of the current situation is less negative than

that of the Commission, I nevertheless agree that developmental significance

should be given a more prominent place in IFC's investment decisions. This

shift in emphasis has already begun and is reflected in the revision of the

IFC policy statement which I have submitted to the IFC Board for approval.

At the same time, I agree with the Commission's recommendation that

IFC should be better equipped to ascertain and to take into account the

economic implications of its investments. One step we have taken in that

direction is to authorize IFC to appoint an Economic Adviser who will add

to IFC's in-house economic strength. In addition to the attention which

IFC will thus be enabled to bring to bear directly upon the implications

of proposals which it is considering, IFC will have the benefit of the work

of the new Industrial Projects Department of the Bank. As I have pointed

out in another of this series of memoranda, it is my intention that the

work of IFC and the new Bank Department should be complementary.

Conclusion

The paths along which IFC is proceeding are consistent with and should

effectively implement the Commission's recommendation. I have submitted

for the approval of the IFC Board a revised IFC policy statement which

reflects this trend.
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OFFICE OF THE PRESIDENT CONFIDENTIAL
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 9 Concerning IFC Project
Identification and Investment Promotion Jork

Recommendation

" because of their links with the private sectors of both
developed and developing countries, IFC, and organizations like
it, are logical agents for project identification and investment
promotion work, and we accordingly recommend that they become
much more active in this field."l/

Background

The report records the Commission's "definite impression that most low-
income countries would welcome a larger flow of foreign investment."2/ The
Commission notes that there are bilateral programs intended to stimulate the
flow of private capital, which include subsidization of investment surveys
and the publicizing of investment opportunities. It comments that these pro-
grams are useful, but often too small and too imperfectly geared to the in-
vestor's real needs, and it recommends that they devote more attention to
inducing small and medium-sized investors to take up projects in developing
countries, providing them where necessary with technical assistance. The
report proposes that "similar change" should be encouraged with respect to
IFC. Commenting that in the past IFC has interpreted its Articles "to mean
that it should leave all project initiative to others," the Commission adds
that there are signs that IFC and similar bilateral institutions are beginning
to appreciate the role they could play in actively identifying new investment
opportunities and bringing together domestic and foreign partners to execute
them.3/ There follows the recommendation quoted above.

Analysis

The Commission is correct in stating that in the past IFC was content to
leave the project initiative to others. But its reference to IFC's
approach does not fully reflect our plans for the future.

1/ Report, page 110.

2/ Ibid., page 105.

3/ Ibid., page 110.
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In July 1968, I told the IFC Board that I considered that IFC had estab-
lished itself in the industrial and financial community and had built up staff
experience to the point at which it could usefully do more in the direction of
investment promotion. Many developing countries were thought to have a low
absorptive capacity with respect to industrial projects. But, if experience
in other fields was any guide, some of this apparent lack of absorptive capa-
city could be overcome by increased preinvestment assistance. Experience also
indicated that there were instances of promising investment opportunities in
the developing countries where projects had not been carried out, or had been
carried out inefficiently or ineffectively, because of the absence of suitable
sponsors to do the necessary developmental and promotional work. We therefore
proposed that IFC should become more active in seeking to promote industrial
projects where there was a reasonable prospect that the project would eventually
be suitable for financing by IFC in accordance with its established criteria.
We proposed, further, that IFC should be free to suit the form of promotional
activity to the needs of the proposed venture and the circumstances prevailing
in the country in which the venture would be located. This might mean, in some
instances, that IFC would assume responsibility for implementing a project from
its inception, through the stages of a feasibility study, detailed engineering
and market investigations, finding technical and financial partners and putting
together a financial package. At the other extreme, it might mean that IFC
would participate as one of a number of shareholders in a pilot company which
would conduct the requisite investigations on behalf of a group of technical
and financial sponsors already committed to proceed with the venture if the
investigations demonstrated the project's viability. 1Wie suggested an over-all
limit of $250,000 for promotional costs. The Board approved the proposal, with
a limit of $50,000 for any one project.

Under this policy, in the 1969 fiscal year IFC invested in an industrial
promotional company in Honduras 1/and in two tourism promotional ventures ,in
Colombia 2/and Tunisia.3/ IFC also committed funds to a cement project in
Indonesia, taking primary responsibility for determining the feasibility of
the project and organizing financial and technical support for it.

In January of 1969, the IFC Board approved my proposal that IFC should
be willing to put a director on the Board of any promotional company to the
shares of which it has subscribed, if in IFC's judgment this would enable its
promotional activity to be carried out more effectively.

Locating investment opportunities, promoting indigenous entrepreneurial
talent and encouraging the growth of private investment is a difficult job.
IFC plans to increase its efforts in this area by continuing and intensifying
activity of the kind described above and by increasing its contacts with indi-
viduals and institutions in both the developing and developed countries, with
an eye to uncovering and exploiting investment opportunities. These plans

1/ No. 140.

2/ No. 137.

3/ No. 152.
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are reflected in the new policy statement for IFC which has been submitted to
the IFC Board of Directors for approval.

If these policies are to be more than pious statements of intention, it
will be necessary that IFC have available staff who can spend a considerable
portion of their time in the developing countries. It would be their primary
function to look for investment opportunities which IFC might appropriately par-
ticipate in or bring to the attention of others. This will require adding
several senior professionals to IFC's staff.

Even if IFC's staff is enlarged, IFC cannot by itself accomplish all that
needs to be done. As the Executive Directors know, the Bank Group as a whole
has given considerable support to institutions in the developing countries
which are themselves engaged in promoting private enterprise. The Pearson
Commission has recommended greater help to development banks and similar insti-
tutions, and the memorandum analyzing that recommendation reviews the past
activity of the Bank Group and plans for increased support in the future. How-
ever, IFC's assistance should not be limited to institutions formed by resi-
dents of the developing countries. It should, and it intends to, work with,
support and help to finance institutions such as the Atlantic Community Devel-
opment Group for Latin America (ADELA),l/ the Private Investment Company for
Asia (PICA),2/ and other comparable organizations (including the private in-
vestment company proposed for Africa) provided that they need help, are well
managed, and are carrying on investment programs that will assist the devel-
opment of the countries in which they are doing business.

It is relevant to remind the Executive Directors that the Bank also
intends to do more to help identify and prepare industrial projects. As the
Executive Directors are aware, we have recently established an Industrial
Projects Department within the Bank, which will carry out sector analyses and

1/ ADELA is a private corporation, with authorized capital of $60 million,
$52.65 million of which has been subscried by 234 stockholders in Europe,
the United States, Latin America, Canada. and Japan. It makes equity and
loan investments and, through an entity known as ADELATEC, which is in
effect a firm of development consultants rendering services to ADELA and
to others, it engages in a variety of other activities designed to support
private investment in Latin America: uiderwriting, project identification
and promotion, project management, market studies, resource surveys, and
feasibility and pre-feasibility surveys. The ADELA Group is at present
giving priority to agri-business and tourism. It is increasingly devoting
its energies and resources to self-initiated sectoral studies, project
identification and project promotion in these fields.

2/ PICA, whose authorized capital is $40 million, was modeled on ADELA; the
two corporations have a number of shareholders and directors in common.
PICA was formally organized in February of 1969 and its operations have
thus far been limited.



project identification work in the industrial sector. To assure that the ef-
forts of IFC and of the new Department, as well as the activities of the
Bank's Development Finance Companies Department, are complementary, and that
there is a full exchange of information and an appropriate allocation of
responsibility among all Bank Group operational units working in the field of
industry, we are also creating an Industrial Coordination Committee composed
of the Executive Vice President of IFC, as Chairman, the Directors of the two
Bank Departments, and the Chief of the Economics of Industrialization Divi-
sion of the Economics Department.

Conclusion

The plans for future IFC activity are consistent with the Commission's
recommendation. As indicated above, the implementation of these plans
involves a revision of the IFC policy statement. Such a revision has been
submitted to IFC's Board of Directors for approval.
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MEMORANDUM TO THE EXECUTIVE IERECTORS

Subject: Pearson Commission Recommendation No. 10 Concerning Advice on
Industrial and Foreign Investment Policies

Recommendation

"International institutions, such as the World Bank . . . , should
expand further their advisory role regarding industrial and foreign
investment policies. These activities could eventually be fully
transferred to I if the proposed reorientation of IFC is success-
fully achieved."-,

Background

This recommendation appears in the context of the Commission's dis-
cussion of the potential of foreign investment, primarily direct invest-
ment, for contributing to the faster growth of the developing countries.
The Commission reports its impression that most low income countries
would welcome a larger flow of foreign investment, and suggests a number
of ways in which that flow might be stimulated. It believes that devel-
oping countries urgently need impartial advice concerning their posture
toward foreign investment. It finds that such advice has rarely been
provided in the past. With respect to the Bank Group, the Commission
says that the Bank has tended to delegate much of its industrial activity
to IFC, but that IFC has deliberately and to the extent possible avoided
involvement in issues of governmental policy and is, in any case, not
equipped to ascertain the economic implications of government policies.2/

The Commission also observes that much of the substantial industri-
alization achieved by developing countries in the last two decades has
been in the form of high-cost import-substituting industry and that, in
many cases, new industries have become a burden rather than a benefit to

1/ Report, page 15. The proposal for reorientation of IFC policy is
the subject of a separate memorandum.

2/ Report, page 114.
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the economies, with adverse effects on agriculture and on the prospects for
increasing exports. Thus the advice to be given to developing countries on
foreign investment policies is closely linked with advice on their indus-
trial policies.

Analysis

In recommending that the Bank "expand further" its advisory role, the
Commission implicitly recognizes that the role would not be a new one for
the Bank. The principal vehicle for the provision of advice has been coun-
try economic missions.!/ The resources devoted to the industrial sector on
these missions have, however, been limited. From the beginning of 1967 to
date, the total of industrial specialist resources devoted to such coverage
has averaged only five man-years annually. There has been some increase in
emphasis on industrial policy recommendations to individual countries in
this work, exemplified by recent missions to, e.g., Argentina, Brazil and
Mexico in the Western Hemisphere, and India, Indonesia, Iran, Korea and
Pakistan in Asia. Appraisal and follow-up of industrial projects have also
provided the occasion for advice on industrial policies.

The Bank's advisory role with respect to policies of individual coun-
tries towards foreign direct investment has not been well defined. In the
course of the country economic work, such policies have been the subject of
attention when they appeared to be hampering development. But these poli-
cies have not been systematically reviewed, nor has any specialist been em-
ployed to deal with them.

I fully agree with the Commission's recommendation that the Bank's ad-
visory functions should be enlarged. Many developing countries need advice
on trade, fiscal and other policies which will foster industrial growth and
attract foreign private investment. Tariffs, import licenses, taxation,
subsidies, price controls -- all can affect industrial progress to an ex-
tent often not fully appreciated by the government involved. Protection
policies, which have been the subject of discussion by the Executive
Directors in the context of some recent Bank Group operations, frequently
foster the growth of uneconomic enterprises. The Bank ought to be in a
position to advise its developing country members on the implications of
particular policies and to assist them to make sensible choices.

It is my intention that comprehensive industrial sector studies shall
in future form part of the Bank's economic reviews conducted under the
direction of the Area Departments. As the economic missions now do for
other sectors, they will be systematically analyzing the industrial capa-
city and strategy of individual countries and the relationship of industrial
progress to over-all growth. This is a difficult process which will take
some time to organize and to staff, and which will in due course have
budgetary implications.

l/ Some of the general survey missions organized by the Bank included in-
dustrial specialists, but no survey mission has been sent out since
1964.
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The Industrialization Division of the Economics Department was organized
a year ago to undertake research concerning the industrialization process,
and more recently we have created an Industrial Projects Department in the
Bank which, in addition to its operational functions, is charged with making
recommendations on industrialization problems and policies of member coun-
tries, including advice on industrial planning and priorities and on measures
to stimulate efficient and sound industrial growth.

We shall also look to other international organizations for assistance
in their fields of specialization. The United Nations Industrial Development
Organization (UNIDO), since its establishment a few years ago, has been en-
gaged primarily in providing technical assistance for specific industrial ac-
tivities. It is now widening its advisory activities, and in view of my
intention that the Bank should step up its own activities of that character,
closer cooperation with UNIDO seems appropriate. Arrangements have accord-
ingly been made with UNIDO for an exchange of information about matters of
common interest, on an informal basis. The International Labour Organisation
(ILO) and the Food and Agriculture Organization of the United Nations (FAO)
are also concerned with some aspects of industrialization, and we shall be
cooperating with these agencies as well.

I also believe that IFC could usefully play a role in considering and
advising governments on measures to encourage the development of the private
sectors of their economies, in particular the flow of foreign private capi-
tal. IFC has begun to collect some data bearing on this problem. As re-
ported in the memorandum dealing with the Commission's recommendation for a
reorientation of IFC policies, I have authorized IFC to appoint an Economic
Adviser. This adviser will be expected to organize the data collection work
more efficiently and to evolve proposals for systematic activity by IFC in
providing advice to governments on their foreign investment policies.

As noted in another of this series of memoranda, an Industrial Coordin-
ation Committee is being created in order to coordinate work in the Bank
Group on industrialization policies and measures to promote foreign private
investment. This Committee will be composed of the Executive Vice President
of IFC, as Chairman, the Directors of the Bank's Industrial Projects and
Development Finance Companies Departments, and the Chief of the Economics of
Industrialization Division of the Economics Department.

I am not now prepared, however, to endorse the tentative suggestion of
the Commission that eventually all advisory activities on industrial and
foreign investment policies might be performed, for the Bank Group, by IFC.
Although, as indicated above, our plans call for IFC to play an important
advisory role in connection with foreign investment policies, it seems
likely that most of the Bank Group's advisory activities in the field of
general industrialization policy, including the establishment of priorities
for industrial development, will, at least in the foreseeable future, and
probably over the long term, be undertaken by the Bank, where work in this
field may be integrated with the guidance being given to member countries on
other aspects of their development programs.



Conclusion

The plans for increased emphasis by the Bank Group on the provision of
advice to member countries concerning the industrial and foreign investment
policies of developing countries are fully consistent with the Commission's
recommendation. No action by the Executive Directors is now required.
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EMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 15 Concerning Assistance
to Development Banks, Industrial Parks and Agricultural

Cooperative Credit Institutions

Recommendation

". . . we recommend greater help to development banks and similar
institutions in developing countries. In addition, assistance
should be provided to such promising activities as industrial
parks and agricultural cooperative credit institutions, designed
to promote financing of the domestic private sector."l/

Background

In the context of its discussion of ways to make aid more effective, the
Commission notes that "Smaller investment projects may also require support,
and there is then a case for the assistance of national development banks and
similar institutions, public and private."2/ These institutions, particularly
the development banks, the Commission says, "are especially important because
they can reach the small investor, their administrations are generally more
decentralized and fast moving than larger enterprises, and they result in such
important institution-building as the strengthening of local capital markets."3/
In its historical review of the last two decades, the Commission also notes the
role of development banks in facilitating savings and investment,/ and else-
where in the report stresses the importance of the role of financial intermed-
iary.5/

l/ Report, page 179.

2/ Ibid., page 179.

3/ Ibid., page 179.

4/ Ibid., page 31.

5/ Ibid., pages 64-65.
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There is no mention or discussion of industrial parks per se in the Com-
mission's report, beyond the statement in the recommendation that they consti-
tute a promising activity. The closest reference occurs in the discussion,
earlier in the report, of the problems of the private sector, where mention is
made particularly of financial institutions to accommodate small entrepreneurs,
and there is a passing reference to the need for legal and accounting facili-
ties, suitable land tenure and management training as well.l/ All of these
considerations arise in connection with industrial parks. There is no extended
discussion of agricultural credit institutions, although it is noted elsewhere
in the report that increasing agricultural production raises a demand for more
farm credit.2/

For convenience, each of the three types of facilities mentioned in the
recommendation -- development banks, industrial parks and agricultural coopera-
tive credit institutions -- will be analyzed separately.

Analysis

A. Development Banks 3/

The Bank's involvement with development banks dates from 1950 when it as-
sisted in the establishment of the Industrial Development Bank of Turkey and
the Development Bank of Ethiopia. Ever since, the Bank Group has been heavily
engaged in promoting, financing and extending technical assistance to such in-
stitutions. A few indications of this activity are cited below:4/

a. The Bank Group has helped to promote 12 development banks
and to reorganize another six.

1/ Report, page 65.

2/ Ibid., page 61.

3/ In view of the characteristics cited by the Commission (quoted in the text,
above) to illustrate the importance of "development banks", it appears that
the Commission had in mind the kind of institution known in Bank Group parl-
ance as a "development finance company", in contrast to such institutions as
e.g., the Japan Development Bank which is the government's agency for borrow-
ing abroad and which serves as a conduit for funds to private industry, or
the Corporacion de Fomento de la Produccion of Chile, created to devise and
give effect to a plan to rromote production in all sectors of the economy
and to borrow abroad. Accordingly, the following description of the Bank's
experience with "development banks" concerns institutians of the former type,
devoted primarily to stimulating medium-sized and smaller enterprises in the
private sector of the economy.

h/ The data includes companies in Austria and Finland although these countries
fall outside the category of "developing countries". Both are Part I IDA
countries.



- 3 -

b. The Bank Group has assisted in recruiting key personnel
for a number of development banks. IFC is represented
on the board of 13.

c. Fifty-five officials of development banks which have
been financed by the Bank Group have received training
in the Bank's Economic Development Institute; sixty-one
have received training under special programs.

d. Gross commitments to development banks up to the end of
September 1969 amounted to $954 mil ion. This financing
was extended to 28 companies in 2i countries and included
Bank loans (93%), IDA credits (4%), and TFC investments
(3%). These figures reflect a recent rapid acceleration
of commitments. Until the end of fiscal 1963, commitments
amounted to only $229 million; in the next five-year period
they totalled $497 million. In fiscal 1969 alone, commit-
ments reached almost $195 million. About 61% of gross com-
mitments had been disbursed up to te end of September 1969.
Allowing for repayments and re rt i of about $149 mil-
lion, the disbursed amount outs - i s wa $430 million.

Bank Group policies towards development banks have been reviewed period-
ically, most recently by the Executive Directors in November 1968. Several
significant changes have recently taken place. For example, in June 1968, the
Bank, whose policy once prohibited lending to government-controlled develop-
ment banks, decided it would be prepared to lend to such institutions provided
their management was sound and autonomous in day-to-day decision making. Another
policy departure, accepted in November 1968, involved the scope of operations
of institutions financed by the Bank Group. Formerly they were eligible only
if they were devoted primarily to manufacturing industry. Now they may be
multi-purpose companies, financing not only industry but also tourism, housing,
and other productive activities. Moreover, in the past year IFC has sponsored
and helped bring into existence two companies which are primarily devoted to
promoting new enterprise and to providing investment services, rather than
finance.l/ These developments, all indicative of increased flexibility on the
part of the Bank Group, reflect the importance which the Group attributes to
institutions which can mobilize capital, allocate it for productive purposes,
promote investment and generally act as intermediaries in the investment process.2/

1/ These companies, and IFC's investment in them, are not included in the
figures cited in the previous paragraph.

2/ As noted in the memorandum concerned with IFC's preinvestment promotion
work, IFC intends also to work with, support and help to finance such insti-
tutions as the Atlantic Development Community Group for Latin America (ADELA),
the Private Investment Company for Asia (PICA) and other comparable organiza-
tions (including the investment company proposed for Africa), if these insti-
tutions need help, are well managed and are carrying on investment programs
that will assist the development of the countries in which they operate.



The 28 development banks presently associated with the Bank Group are now
committing the equivalent of about $430 million per annum in loans, invest-
ments, etc. These in turn contribute to a total investment estimated at about
$900 million. The vast bulk of these investments assist the manufacturing
sector. Judging by the size of the operations, it is fair to say that develop-
ment banks are financing primarily medium-scale enterprises and, to same extent,
small enterprises. If it did not work through such intermediary institutions,
the Bank Group would be unable to reach a very significant part of the manufac-
turing sector of developing countries.

The principal objective of the Bank Group, however, is not simply to find
retail outlets for dispensing external finance and technical assistance, but
to help build effective investment institutions in developing countries. Hence,
the Group encourages development banks to be active in mobilizing domestic
capital, underwriting securities, subscribing to equities, selling from their
portfolios in order to broaden ownership of enterprises, identifying and promot-
ing investment opportunities and assisting entrepreneurs in formulating and
carrying out investment proposals. WJhile some progress has been made on these
lines, a great deal remains to be done. Most development banks have not acquired
much capability as mobilizers of financial resources and remain dependent on
government funds, or on international institutions or on foreign aid. Further-
more, development banks, in the main, still respond to investment opportunities
presented to them by their clients and only rarely do they do much in the way
of identifying and promoting projects on their own initiative.

I fully accept the recommendation of the Pearson Commission that the Bank
Group should provide more help to development banks.

The Bank's Five-Year Program already reflects this view. The plan for

gross Bank and IDA commitments to development banks in the period 1969-73 is
around $1,500 million, compared with $483 million in the preceding five-year
period. As noted above, in fiscal 1969, the first year of the period, $193 mil-
lion was committed. Although there is not yet a projection for IFC operations
in this field, I have little doubt that IFC, too, will expand its role in fi-

nancing development banks.

To achieve the objective of the Five-Year Program, the number of develop-
ment banks associated with the Group will grow to perhaps twice the current
number of 28.

The proposed expansion in the number of institutions, as well as in the
volume of operations, is closely related to the recent changes of policy already
mentioned, which make possible a significant expansion of activity in Africa

and in Latin America. In particular, it is probable that three or four loans
will be made to government-controlled development banks in the current fiscal
year. We have begun a systematic exploration of existing small development
banks in Africa and of the possibilities of financing such institutions.



- 5 -

This expansion of activity, in exploration, in appraisal of companies,
and in actual lending, has placed an unusual strain on staff. In fiscal
1969 the number of professional staff in the Bank's Development Finance
Companies Department increased by 50%, from 20 to 30; another 25% increase
is expected in the current year.

As noted above, Bank Group policies towards development banks have in
the past been periodically reviewed in the light of experience and as new
problems emerged. I shall continue to bring to the Executive Directors pro-

posals for further changes as and when they appear desirable.

B. Industrial Parks

Industrial parks, sometimes referred to as industrial estates, essen-
tially consist of tracts of land provided with services and public utilities
for the establishment and operation of a group of industrial enterprises.
First employed in industrialized countries as a device for the planned loca-
tion or relocation of industries, they have been widely used in developing
countries since the 1950's primarily as a tool to foster small-scale and
medium-sized industrial enterprises.l/ Experience has been widespread and
interest is growing, but the results have been uneven.

Fundamentally, the industrial estate provides developed sites for the
construction of factories, to be built by the entrepreneur or to be offered
for sale or lease by the estate management authority. The resulting clus-

tering of enterprises may facilitate working arrangements between enter-

prises and provide a focal point for other assistance needed by smaller in-

dustries. This assistance may take the form of financing; contracts with

government regulatory agencies; training; advisory services; research; sub-
sidies; testing facilities; common industrial, purchasing, or marketing ser-
vices; or labor relations services. Thus industrial estates can serve to

create external economies of scale, to make available serviced industrial
land at reasonable cost, to produce a desirable pattern of location of indus-

try, and to serve as a means of centralizing official assistance to industry.

In addition to the general-purpose industrial estate, a variety of other
forms has evolved in developing countries. Some are large estates for both
heavy, large industries and smaller, light industries, and may include major
transport facilities such as ports or railway yards.2/ A newer type for par-
ticularly small industries is the estate consisting of "flatted"factories or
lofts, for relocating squatter workshops or others covered by urban renewal

programs,3/or for attracting foreign investment to labor-intensive activi-

ties such as electronic assembly.4/ There are "functional" estates specializing

in one type of industry, e.g., metal working. "Satellite" estates have been

1/ Industrial estates are found in such diverse countries as Ireland, in Europe;
Puerto Rico, Mexico and Brazil, in the Western Hemisphere; India, Pakistan,

Malaysia, Singapore and Taiwan in Asia; Ghana and Nigeria in Africa.

2/ e.g., Jurong near Singapore with a potential area of 17,000 acres; Aratu

near Salvador in Brazil with 110,000 acres.

3/ e.g., Hong Kong, Singapore.

4/ e.g., Singapore.
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created for sub-contractors of larger industries Thce are also estates set

up in thickly populated rural areas to tap a new work force and decentralize
industrial concentrations.1/ Some countries hav created export-oriented es-

tates with customs-free bonding arrangemen

The ownership of industrial o smabe pivate or governmental, in

the latter case at the local, regional r. nat onal level. In developing coun-
tries ownership must usually be publ, ahugh te hope is sometimes that

the governmental initiative may induce i oerations by private entre-

preneurs. Given public owmership at on o oher level of government, the

question arises, in relation to the om comndation, as to what

kind of external assistance governments need dwha role there can be for

the Bank Group. Technical assistance, which can be used to good advantage

for preinvestment studies and pan1ig of indutrial estates as well as for

their operation, is available from te U-. dustrial Development Organiza-

tion (UNIDO) with financing from th Uited Natons Development Programme,

and from bilateral sources, both public and private, such as USAID and the

Ford Foundation. Finance is requie fo!r land acquisition, the provision of

infrastructure, factory building and equipment, and for various kinds of ser-

vices.

The Bank Group's potential role is primarily one of providing

finance. Our experience with industril sates is limited to one IDA credit

of $6.5 million, extended to Pakia 962 to help develop two industrial
estates. This narticular projeec ran ioi culties, partly because the

estates were not well sited and partl because the financing arrangements for

the prospective tenants were inappropriate Nevertheless, I believe that we

should, consistent with the Co'mission s recommndation, be prepared to give

assistance to appropriate projects involving e establishment of industrial

estates. A follow-up of the Pakistan project i fact in an advanced state

of preparation and should come forward u in 1970.

As the Executive Directors o or ways in which the

Bank Group of institutions, centrally o ere, can effectively

help the small entrepreneur. The o agment, entirely
correct in pointing to industrial erehicle for such

assistance. Of course, in each case oaigh the relative merits

and costs, social as well as economic, of pii cblish an industrial

estate as against olher possible nays of promoting particular small indus-

tries concerned.

In the single instance in which we Pave thus far provided financing for

an industrial estate, our funds were used primarily for importation of capi-

tal equipment for private factories located on the estates. The financing

requirements for other cases may well be primarily for the public sector

infrastructure. Each case will have to be judged on its merits. In most

instances, it is likely to be desirable to associate our financing with tech-

nical assistance fram other sources. Ze should also, I believe, be prepared

to help in the planning of industrial estates projects for which Bank Group

financing is contemplated. This might be done, in appropriate cases, in asso-

ciation with UNIDO.

1/ e.g., Taiwan.
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C. Agricultural Credit Cooperatives

The Commission noted that increasing agricultural production in the devel-
oping countries has increased the demand for farm credit. It was particu-
larly concerned about the needs of small farmers, who characteristically have

difficulty in finding funds with which to buy imported seed, fertilizer, pes-
ticides and implements and to improve the productivity of their property. In

framing its recommendations, the Commission singled out for support, among the
other various kinds of agricultural credit institutions, the credit coopera-
tives. The analysis which follows is, accordingly, similarly limited, although
cooperatives are of course only one of several vehicles through which agricul-
tural credit may be extended.1/

Agricultural credit cooperatives specializing in investment lending are
rare in developing countries. More freauently multi-purpose cooperatives are
found which extend credit in the form of seasonal inputs and collect payment
through marketing the crops. There are also various forms of farmer associa-
tions, for example in Taiwan, Pakistan and West Africa, which are not coopera-
tives in a strict sense but which perform many of the same functions effectively.
Even where specialized agricultural credit cooperatives do exist, the apex or-

ganization is usually not a cooperative, as is the case in Western Europe and
North America, but a public agency or specialized banking institution designed
to exercise control over the cooperatives and to channel government subsidies
to them. In addition, agricultural credit cooperatives often deal mainly or

only in short-term credit and, because of lack of experience and appraisal

staff, find it difficult to provide longer term credit. That kind of credit

is, instead, provided through specialized public agricultural credit institu-
tions.

Within these limitations, the Bank Group has used both agricultural coop-
erative credit institutions and multi-purpose cooperatives as a channel for
making funds available to their members, the ultimate beneficiaries. In some
cases, these cooperatives have played an important role in the Project as a
whole by providing needed services rather ta .nds

Experience with these projects has been mixed: some have been successful,
others not. The critical factor has been the quality of the management of the

cooperatives; if it is weak, as it often is, the project has not been fully

effective. In one case, the management of a cooperative group which was ex-

pected to act as the channel for Bank funds was so weak that a proposed financ-

ing operation had to be postponed indefinitely.

Experience suggests that, in most cases, working through cooperatives
imposes a sizeable workload on the Bank, in that substantial guidance and super-
vision appear to be required. I believe, nevertheless, that our use of

1/ A sizeable portion of the Bank Group's total financing of the agricultural
sector has, over the years, been extended to agricultural credit institu-
tions, to which we have also provided considerable technical assistance.
Bank and IDA financing for agricultural credit aggregated $285.2 million
as of June 30, 1969.
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cooperatives has been worthwhile and that they are an important tool in carry-

ing out our agricultural programs and particularly in reaching individual
farmers and ranchers. They are not the only tool, however, and therefore the

Bank Group must in each case choose the institutional vehicle most suited for

carrying out its financing objectives.

When the Bank Group lends for projects which make use of agricultural

cooperatives to provide credit and other services for farmers, provision

normally has to be made for substantial technical assistance to supplement

the provision of finance and to make it more effective. A recent example is

the loan and credit of $9.5 million equivalent made to Senegal in February 1969

to provide (a) credit to farmers, through existing cooperatives, for various

agricultural inputs; (b) management services to reorganize the cooperatives'

supply and marketing organization and train local staff for its future opera-

tions; and (c) extension services to the farmers.l/ Several agricultural

credit projects in India are under consideration inow, all of which include

the use of specialized credit cooperatives as channels of funds and same of

which involve substantial inputs of technical assistance.

I believe, however, that we could do more in this field by way of assist-

ance in project preparation, perhaps most effectively in association with

the international cooperative movement which has been active in helping coop-
eratives in the developing countries. I have therefore directed the staff to

consider ways in which the Bank Group might support that movement by relating

it more closely to Bank operations, and to come forward with proposals to that

end.

Conclusion

I am in full agreement with the recommendation of the Commission that more

should be done by way of support to the indicated types of intermediary insti-

tutions and facilities. Substantially increased assistance to development

banks is already provided for in the Bank Group's program for the next five

years. Assistance for industrial estates and agricultural cooperative credit

institutions must necessarily proceed at a slower pace, for the reasons indi-

cated. However, we are mindful of the potential in these areas. We shall be

prepared not only to provide finance in support of industrial estate projects
but to assist in the planning of projects of that character for which Bank

Group financial support would be appropriate. je shall also be exploring the

possibilities of helping to improve the management of agricultural credit coop-

eratives and of assisting governments in preparing agricultural credit projects
involving the use of cooperatives, where appropriate, for Bank Group financing.

No action by the Ececutive Directors is now required.

1/ Loan No. 584 SE; Credit No. 140 SE.
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WASHINGTON, D.C. 20433, U.S.A.

OFFICE OF THE PRESIDENT

CONFIDENTIAL

December 11, 1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 16 Concerning Joint or

Parallel Financing

Recommendation

"We recommend that multilateral agencies extend the practice of joint
or parallel financing of projects."1!

Analysis

This recommendation comes in Chapter 9 dealing with ways of making
aid more effective. It is one of a series of recommendations in the con-
text of a sharp criticism of aid tying and is put forward as one way in
which the multilateral agencies can help to mitigate the harmful effects
of tying.

The Bank shares the view of the Commission that joint financing be-
tween multilateral and bilateral agencies, where feasible, can help bor-
rowers to obtain the advantages of wide international competitive bidding
while at the same time utilizing some of the tied bilateral assistance
available to them. Joint financing between the Bank and co-lenders also
has other advantages. It provides a means whereby funds from other
sources are channelled into high-priority projects. Because of the re-
sponsibility taken by the Bank for project appraisal and supervision, the
execution of jointly financed projects is likely to be more effective
than might otherwise be the case. And joint financing with the Bank en-
ables bilateral agencies, notably those in some of the smaller aid-giving

1/ Report, page 174. The Commission did not say what it meant by "joint
or parallel financing." As used in the Bank, "joint financing," in
its narrow sense, refers to arrangements under which individual con-
tracts for a single project or program are financed partly by the
Bank and partly by the co-lender(s). "Parallel financing," as used
in the Bank, refers to arrangements under which the Bank provides all
the external finance for individual contracts or separable facilities
for a project or program and co-lenders provide all the external
finance for other contracts or other facilities. For purposes of
this memorandum, however, the term "joint financing" is used in a
general sense to include all arrangements for co-lending.
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countries, to ensure that their funds are being applied to sound projects

without the necessity of building up large project appraisal staffs of

their own. For all these reasons the Bank maintains a positive and flex-

ible attitude towards joint financing wherever it can be carried out

under conditions insuring wide international competition and without in-

volving unduly complex procedures.

A recent review of the Bank's experience reveals a great diversity

in the methods of joint financing that have been used. No one formula,

and no one set of rules as to the detailed arrangements, can fit all cir-

cumstances. Attached as Annex 1 is a table showing the number of proj-
ects, total cost, foreign exchange cost, and the contribution of the Bank

or IDA and co-lenders, respectively, in joint financing operations for

1955-1968 and up to October 15, 1969. The table indicates that, while

joint financing has been a regular feature of ,Bank operations for many

years, both the number of such operations and the amounts involved

increased sharply in 1968 and 1969. This reflects both greater efforts

by the Bank to find ways of associating Bank Group finance with funds

available from bilateral sources and greater interest by a number of

national aid and export financing agencies in becoming associated with

projects appraised and partly financed by the Bank Group. There is being

circulated separately a summary analysis of the kinds of joint financing
arrangements in which the Bank or IDA has been involved through 1968.

Some types of joint financing arrangements have been quite difficult

to work out and have imposed a significant administrative burden on the

Bank, on co-lenders and on borrowers. Where funds of a bilateral co-

lender are already untied, as are those of the Swedish International

Development Agency, there is no significant administrative difficulty.

On the other hand, joint financing with co-lenders providing funds tied

in various ways and operating under different sets of constraints, as in

the case of the Colombian power and water supplyl/ and the Mexican power

projects,. has involved extensive negotiations and detailed administra-

tion; this type of financing is therefore likely to be appropriate

primarily for larger projects.

While several variations are possible, the basic necessity, if tied

funds are to be "untied" by use of joint financing techniques, is to ob-

tain credit offers from the countries likely to win orders under a system
of international competitive bidding, each country so participating
agreeing to finance the whole, or an agreed proportion, of the orders it

receives. If international competitive bidding is to be open to all Bank

members, credit offers have to be available from all the countries which

are likely to be competitive.

If, however, only a few countries are prepared to participate, it

may be necessary to restrict bidding to these countries. While even some

l/ Loans 536 CO and 537 CO, June 3, 1968; Loan 575 CO, December 2, 1968.

2/ Loan 436 ME, December 15, 1965; Loan 5hh ME, June 28, 1968.
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competition is better than none, the full contribution of joint financing
in untying tied aid can be achieved only by a broad participation by
equipment-supplying countries.

In a joint financing operation, the terms on which countries are pre-
pared to provide credit are important. It is understandable that capital
goods-exporting countries wish to avoid a credit race involving ever-
increasing periods of credit and subsidized interest rates. It would,
however, greatly facilitate joint financing if countries were prepared to
adjust the terms of their lending to a reasonable extent so as to have a
minimum term and a maximum interest rate agreed to by all participating
countries, so that orders can be allotted purely on the basis of price.
The longer this minimum term is, the more suitable the joint financing
will be for the needs of the less developed countries.

Progress by potential co-lenders towards lengthening and standardiz-
ing credit terms for projects financed jointly with the Bank would facili-
tate increased use of joint financing, as suggested by the Pearson
Commission, thus effectively extending the field of competitive bidding
and enabling borrowers to make the best use of the tied funds available to
them.

Conclusion

The staff has been instructed to examine every project with a heavy
requirement of external financing to see whether it has possibilities for
joint financing. Such joint financing is facilitated by the Bank's prac-
tice of maintaining close contacts with both development aid and export
financing agencies in the principal capital-exporting countries that are
potential co-lenders. Since the Bank's policies are consistent with the
Pearson Commission's recommendation, no action by the Executive Directors
is necessary.



ANNEX 1

JOINT FINANCING OPERATIONS BY YEAR OF SIGNATURE OF
LOAN OR CREDIT

Foreign Bank/IDA
No. of Total Exchange Contri- Co-lender % Total Cost

Year Projects Cost Cost 1 bution amount 2/ Bank/IDA Co-lenders

Primarily
development ------------------- $ million ---------------
finance:

2955 1 26.6 18.0 18.0 2.6 67.6 9.7
1956 1 226.0 200.0 30.0 128.8 35.3 57.0
1957 2 54.0 32.3 20.1 16.5 37.2 30.5
1958 2 61.7 hi.1 41.1 6.4 66.6 10.3
1959 3 195.6 160.4 60.2 32.3 30.7 16.6
1960 7 279.7 230.2 113.0 56.3 ho.h 20.1
1961 5 283.4 151.6 75.1 63.7 25.4 22.5
1962 1 196.0 118.0 47.0 51.0 23.9 26.0
1963 3 97.6 64.6 43.6 22.9 44.6 23.5
1964 8 445.4 284.5 145.6 99.5 33.2 22.3
1965 2 37.8 25.1 15.7 17.1 4l.5 45.2
1966 1 39.0 24.0 19.2 4.8 49.2 12.3
1967 h 125.0 94.3 53.2 18.0 52.5 14.4
1968 9 586.4 264.8 145.9 150.3 25.2 25.7
1969 thru
Oct. 15 10 577.8 242.4 153.4 101.8 26.5 17.6

Total 59 3,232.0 1,951.3 1,031.1 772.0 31.9 20.8

Indus
Basin 3/
and
Tarbela 2 1,626.0 1,030.0 173.4 1,191.5 10.7 73.3

Total 61 4,858.o 2,981.3 1,204.5 1,963.5 24.7 40.2

ERport
Finance

1968 5 536.6 320.7 250.0 51.4 ?/ 46.5 9.6
1969 .1 247.4 80.0 60.0 19.7 24.3 7.9

Total 67 5,642.0 3,382.0 1,514.5 2,034.6 26.8 36.0

1/ Includes some estimates.
2/ Excluding public issues but including private placement through banks.

3/ The saving of $324 million in the Indus Basin Fund has been deducted from both
the total cost and the co-lenders' amount and pro rata, 60% from the foreign

exchange cost.
4/ Amounts likely to be utilized following pattern of award of contracts.
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WASHINGTON, D. C. 20433, U.S.A. CONFIDENTIAL

OFFICE OF THE PRESIDENT

December 11, 1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 31 Concerning
Need for Organizational Changes in IDA

Recommendation

" . . . we recommend that the President of the World Bank undertake

a review of the need for organizational change of the International
Development Association as its functions increase." 1/

Background

Although the recommendation is addressed to IDA's organization, the report
makes clear that in fact the Commission was concerned with IDA's policies,
which are described as "almost indistinguishable" from those of the Bank.2/
The Commission comments that the Bank's policies reflect constraints imposed by
the Bank's reliance on the private capital markets. It reasons that, since IDA
does not go to the market, these constraints do not apply to IDA and accordingly
IDA's policies need not be the same as the Bank's. In the Commission's view,
however, the integration of IDA into the Bank's organizational structure has
effectively precluded IDA from developing its own policies -- in such areas,
for example, as non-project lending, local cost financing and debt relief. The
Commission suggests that the recommended expansion of IDA's resources 3/ and
the enlarged scope of activity which could be expected to follow would provide
a suitable occasion for considering the need for a change in IDA's organizational
structure.

The report itself does not indicate what kinds of organizational change the
Commission thought might facilitate an independent approach by IDA. It appears
from papers prepared by the Commission's staff that some or all of the following
were suggested to the Commission as possibilities:

(a) a separate IDA president, or an IDA executive vice-president
responsible for developing lending policy;

1/ Report, page 226.

2/ Ibid., page 223.

3/ Ibid., page 224.
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(b) a separate IDA policy-making staff, to function independent

of, although in consultation with, Bank staff;

(c) separate IDA Executive Directors (at the option of govern-
ments); and

(d) a Bank/IDA coordinating committee composed of the presidents
of the Bank and IDA and a nuiber of Directors nominated by
the Boards of Governors.

Analysis

The recommendation by its terms does not call for any immediate action,
since it relates possible organizational change to a substantial increase in
IDA's resources and to an expanded scope of operations. However, since we
are undertaking a general review of all of the Commission's recommendations
relating to the Bank Group, it seems desirable to analyze the issues which

this particular recommendation poses, assuming for purposes of the analysis

that the recommended expansion of IDA's resources will take place.

The issues raised by the Commission's recommendation are (a) whether it
is desirable that IDA follow policies different from those of the Bank, and
(b) if so, whether and what kind of organizational changes are required to put
IDA in a position to do so. If the answer to the first is in the negative, it
is not necessary to consider the second.

The Commission is correct in stating that in most major respects the Bank
and IDA follow identical policies. Both finance only projects or programs of

high economic priority, which are economically and technically sound and which

appear likely to be successfully carried out and operated. They apply the

same standards in determining which projects or programs satisfy these criteria.

Compatibility, if not identity, of policies was a specific objective of

the design of IDA's organization. The resolution of the Bank's Board of Gov-

ernors requesting the Bank's Executive Directors to prepare Articles of Agree-
ment for an IDA directed that the institution should be affiliated with the
Bank but left open the manner of affiliation.l/ The Bank staff, preparing to
work on a first draft of Articles, proposed following the pattern set by the
IFC Articles to the extent of providing that Bank Governors and Directors

should serve IDA ex officio. However, the staff also proposed a departure
from the IFC pattern of a separate chief executive and staff by providing that
the President of the Bank should serve as IDA's President and that Bank staff

should serve IDA as well. The latter proposal was justified on the ground that,
since IDA operations would be close to those of the Bank, the absence of unified
direction at the level of the top management, as well as the Board, might be con-
fusing and that it would be desirable to avoid conflicting lines of policy. The
existence of a separate executive would be likely to lead to creation of a sep-
arate staff; although it might be necessary to recruit additional Bank staff to

1/ Resolution No. 136, Annual Meeting 1959, adopted October 1, 1959.
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handle IDA work, it was desirable not to label staff as either "Bank" or
"1IDA"1.1/

Among the alternatives or modifications suggested by Directors during
the Board discussions were that IDA's Articles should permit, rather than
require, the President of the Bank to serve as president of IDA.,2/ and that
provision be made for the possibility of a separate management 3/ and a sep-
arate staff.h/ However, the consensus favored the original approach, modi-
fied only to provide that Bank officers and staff should serve IDA "to the
extent practicable".5/

IDA and the Bank are complementary institutions, both intended to promote
economic development. They differ only in the terms on which they lend, the
spectrum of developing countries to which they provide finance and the source
of their funds. The Commission felt that the latter difference, the fact that
the Bank borrows in capital markets and that IDA does not, justifies a differ-
ence in approach. The report does not specify how IDA's policies might differ
from the Bank's but it appears that the Commission had in mind at least that
IDA should be prepared to do more program lending and more local currency fi-
nancing than the Bank will do.

Although in its early days the Bank was concerned to establish itself in
the market and its policies necessarily reflected that concern, I believe it
fair to say that our policies are now determined, not by considerations of mar-
ket appeal, but primarily by what the Bank regards as the best use of its funds
from the standpoint of the developing countries, subject only to creditworthi-
ness considerations. The market, for its part, is primarily concerned with the
guarantees behind the Bank's bonds and with the Bank's creditworthiness criteria;
as long as the Bank's lending procedures continue to provide satisfactory assur-
ance that Bank funds are used sensibly, the market pays scant attention to the
specific sectors for which the Bank lends or to the Bank's position on such

1/ IDA/R59-1, dated October 9, 1959, para. 6; iDA/A59-2, dated October 22,

1959, page 5.

2/ IDA/R59-2., dated October22, 1959, page 5.

3/ IDA/R59-2, dated October 22, 1959, page 5,

/ Ibid., page 4.

5/ IDA Articles of Agreement, Article VI, Section 5(b). In consequence, it
may be noted, it would require an amendment to the Articles to permit the
optional designation of separate IDA Directors or to give IDA its own pres-
ident. The other changes mentioned in the Commission staff papers -- an
IDA vice president for policy, a policy-making staff and a Bank/IDA coor-
dinating committee -- could be brought about without amending the Articles.



issues as program lending or local currency financing. Moreover, it is clear
that the source of the funds to be lent is irrelevant to the economic case
either for or against program lending or local currency financing.

If the Bank were indeed subordinating the development interests of its
borrowers to market considerations -- which would mean, because IDA follows
the same policies as the Bank, that IDA borrowers would also be prejudiced --
the proper solution, in my opinion, would be to change the Bank's policies,
not to set IDA free to follow an independent course. What is best for the
borrowing country should be the determining factor in both Bank and IDA

operations. Any policy, except those having to do with creditworthiness,
which can be justified for IDA as consistent with its development function
can, I believe, equally be justified for the Bank, and the Bank should adopt
it.

This is not to say that the circumstance of a substantial increase in
IDA resources might not be the occasion for some modification of IDA poli-
cies, the allocation criteria in particular. But any changes of this type
can readily be considered within the existing IDA organizational framework,
as demonstrated by the full-scale reviews of IDA lending policy which have
taken place periodically in the past.1

Conclusion

No change in IDA's organization is now, or is likely to become, neces-
sary to achieve the objectives sought by the Commission and I do not believe
any such change would be desirable.

1/ "IDA Lending Policy", IDA/FPC 64-8, July 30, 1964; IDA/FPC 64-9,
August 10, 1964; IDA/FPC 64-10, August 12, 1964. "IDA Policies", June 24,
1968 and July 16, 1968; IDA/Sec68-81, August 8, 1968 and IDA/SecM68-81/1,
August 15, 1968.



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Area Directors DATE: December 2, 1969

FROM: J. Burke Knapp

SUBJECT: Pearson Commissio - Recommendations

For your personal and confidential information (not to be distributed

beyond you and your Deputy) I am transmitting to you herewith draft memo-

randa to the Executive Directors prepared by Mr. Demuth's office relating

to the Pearson Commission Recommendation papers Nos. 7, 9, 10, 15, 16

and 31.

I propose to raise these for discussion at our meeting this afternoon.

Attachments

cc: Mr. Cope



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENFT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: November 28, 1969

FROM: Ernesto Franco-Holguin

SUBJECT: Address by Mr. Lester f Pearson to the Second Committee
of the General Assembly on November 20, 1969

Mr. Pearson addressed the Second Committee on November 20. A copy
of his statement is attached. Following his address several delegates
asked questions and he replied to most of them in his closing remarks.

Mr. Pearson first recounted the history of the creation of the com-

mission and emphasized several times its independent character - the report
is its own and does not represent the views of any government or any inter-

national body. The Commissioners, he said, were faced from the outset with

three main questions. Can the LDC's attain self-sustained growth by the

end of the century; can external aid effectively assist in attaining that

objective, and should the richer countries confirm their commitments for

that purpose? The Commissionts answers to these questions are affirmative.

The Commission found that a "weakening of will" on the part of the

donor countries is one of the principal obstacles to development at the

present time and he urged, therefore, that special attention be given to

those parts of the report dealing with the justification of aid. In his

view, the most significant is the recommendation that the 1% transfers should
be attained by 1975 and, more important still, that 0.7% of such transfers

should be in official aid which represents the real burden on the taxpayer

(private transfers, while of value, cannot be termed as such).

He then emphasized the need to improve the aid machinery for which

purpose a link should be established between aid and performance to be moni-

tored by both sides which would make it more acceptable. He also referred

to the need for continuity of assistance, program lending, the untying of

loans and the increase in multilateral aid. Technical assistance, he said,

should be more closely related to capital assistance than in the past and he

referred to the measures proposed to avoid the political difficulties related

to private investment. Easing the burden of debt of many LDCts is necessary
and should be considered a form of aid. On population he limited himself to

note that the report's recommendations are along the lines of those previously

made by others at the UN.

He spent more time on the relationship between trade and aid pointing
out that political pressures are such that some times aid may well be con-

sidered the "softer option." However, barriers and discriminations must be
removed and the LDC's should be given a one-way advantage until they can do
away with it.

In closing Mr. Pearson referred to the growing need for softer loans

and to IDA's important role in that field. He appealed for more government

support of IDA in a manner that will insure its continued operation over an

extended period of time.
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In the ensuing discussion, the delegate from Sweden praised the report
in general terms but noted that in his view the treatment of the flow of ex-

ternal resources, which is based on DAC figures, may not present an accurate

picture. The reverse flows (interest payments and investment income) are

not always properly treated. He added that the report did not give sufficient

significance to the social aspects of development and highlighted the references

in the report to the need for coordination of pre-investment activities and

financial assistance. He expressed the hope that the Jackson Capacity Study

would throw additional light on this question.

The representative from Iran asked Mr. Pearson whether the 1% transfers
of GNP could in fact be accomplished by 1975. He noted that this had been

questioned on general economic terms and that the likely forthcoming economic

recession in the developed countries and the continued armaments expenditures,
which could not reasonably be expected to be reduced, seemed to be serious
obstacles. Furthermore, he asked, would a 6-7% annual growth of gross product
be sufficient to bridge the gap between the developed and the less developed
countries.

The representative of Chile, noting that it had been the group of 77 who
had suggested that Mr. Pearson be invited, praised the report in many respects
and expressed the hope that the "political will" to implement its recommenda-
tions will be there. He felt that communication between the Bank and the
governments of the less developed countries is not sufficiently close and hoped

that this could be improved.

The population question was mentioned by the delegates of Uruguay and
Brazil. They noted that 85% of the world's human resources are not being
fully exploited. Over-emphasis is being given to population to the neglect
of other solutions - a commission on population is being suggested, the Bank
and WHO are being asked to launch a campaign, etc. The problem in their view
should be left to national authorities and, in any event, wouldntt it be better
to improve the existing conditions of life, to effect a better distribution of

income than to attack the question of human fertility?

The Mexican Ambassador and the delegate from the United Arab Republic
asked whether the work of the Commission could not be extended for an additional

period of time, particularly with a view to making its recommendations more

widely known and to give some further study to certain questions that had not

been fully dealt with, such as the problem of political ties on loans and the

possible contribution by the Bank to the Capital Development Fund?

The delegate from the USSR took the floor for almost an hour to describe
in much detail the economic relations between the socialist countries and the

third world and gave numerous examples of the benefits that had been obtained

by the latter from that relationship. He sharply criticized the report to

which he referred repeatedly and with emphasis as the "report of the Bankts
Commission." This is just one more effort by the capitalist countries to
impose their economic philosophy. It neglects the deficiencies of the present
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social structure and social conditions in the less developed countries.

The report makes no effort to relate economic development to world peace.

It simply represents a restatement of neo-colonialism - and as such it is

a worthless document.

The representative from ItalZ commented that the Commission should

have undertaken a deeper analysis of the difficulties facing the developed

and developing countries in attaining the objectives of accelerated devel-

opment. He also felt that the reports of the Committee for Development

Planning (the Tinbergen Committee) and of the Pearson Commission identify

themselves as far as the objectives are concerned. However, the reports

propose different actions. The Pearson Report gives more weight to eco-

nomic factors whereas the Tinbergen study emphasizes social improvement.

He implied that the Pearson Report had neglected the social aspects of

development. He then noted that the Commission had given much emphasis

to performance and that the Bank was being given the leadership in assessing

that performance. He asked how the Bank would carry out that function, and

assuming that it would increase its activities in the social field, how would

those activities be coordinated with those of other UN agencies. He recalled

that the Commission had proposed that the President of the Bank convene a

conference to discuss the creation of improved machinery for the coordination

of aid and asked how this related to action in this regard now being considered

by the Preparatory Committee for the Second Development Decade, ACC, the

Committee for Development Planning, etc.

Mr. Pearson attempted to answer the foregoing questions in the very

limited time that was left for him to do so. He re-emphasized at the outset

the independence of the Commission and said that he and his colleagues were

fully conscious of the omissions and inadequacies of the report which were

due, in large measure, to time limitations - one more year might have been

helpful. He also pointed out that the Bank is not universal and recognized

that, unfortunately, the recommendations of the report are not of that nature.

This, however, had been taken care of, in large measure, by the recommendations

that additional multilateral aid be provided through the UN.

He felt that it was not accurate to say that the Commission had ignored

social factors. The opposite had been stated repeatedly in the report and the

Commissioners had been conscious at all times that, as stated by Gunnar Myrdal,

development is "the whole social movement upwards." He admitted that the

report had been mainly concerned with the transfers of resources but pointed

out that in so doing the Commissioners had had very much in mind that such

transfers would facilitate social progress.

As to the possibility of attaining the 1% target by 1975 and the validity
of the assumption that it could bring about a rate of growth of around 6%, he

noted that it was not possible to make precise predictions. He believed,



however, that the reportts assumptions were not unreasonable and that if
all action contemplated in it were taken it would not be unrealistic to

expect that self-sustained growth might be achieved by the end of the
century. He emphasized, however, that this would require continuity of
action. Mr. Pearson did not feel that a better use of existing life,
which he obviously favored, could be a substitute for adequate population

measures. Both should be integral parts of a world strategy.

Regarding the coordination of the Bank's work and that of other
agencies and the UN he suggested that this had to be worked out by the

appropriate authorities. The Commission had limited itself to making
some general suggestions on the need for more effective coordination and
it was conscious of the fact that this question was being considered by
the Preparatory Committee for the Second Development Decade and others.
The Commission, therefore, had not ventured to say precisely how this
should be done. It had suggested in general terms a high level meeting
and this meeting might wish to consider the creation of an agency at the
highest possible level whose major responsibility would be to assess pro-
gress in aid and performance efforts. It would do this in various ways
including the assessment of reports to be presented to it yearly by both
the developed and the less developed countries. Because of its importance
he did not believe that this should be considered as just one more agency.
It would have a significant task to perform.

As to the extension of the life of the Commission he said that this
was, of course, up to the UN and to the agencies concerned. He would do
his best to be of help but recalled that he was already retired and that

the other Commissioners were busy people whose normal occupations might
prevent them from continuing this type of work.

Encl.

cc: Messrs. Demuth/Hoffman
Mr. Kamarck
Mr. Consolo
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The following statement was made by the Right
Honourable Lester B. Pearson, Chairman of the Cormiis-
sion on International Development, befo:e the Second

Committee (Economic and Financial) of the United
Nations General Assembly at United Nations Head-
quarters, New York, on Thursday, 20 November, 1969.

The Pearson Ccmmission has produced a report,
Pr in Deyegloraert reviewing the recent history
of economic developmecnt aid and suggesting guidelines
for assistance efforts over the next two decades.*

;r. Chairman, Members of the Committee:

I consider it a privilege to have been able to accept your invitation, Sir,

on behalf of the Committee, to address the Committee as the Chairman of the Commis-

iion on International Development.

It is a good many years, Mr. Chairman, since I have had the privilege of

cddressing a United Nations meeting in an official capacity, and I am very happy to

)e back again in this building. There has at least been one important change for

he better since my days at the United Nations - to my amazement, your Committee

,tarts on time, and that certainly is a change.

Perhaps I had better begin by saying a few words about our Commission, how it

7ame to be appointed, its terms of reference, and then you would perhaps expect me

-o discuss briefly its report. I would like, before doing so, however, to tell you,

:r. Chairman, that I have with me the Secretary-General of the Commission, Mr.

Iamilton, whose staff and himself are responsible for so much of the work that we

rere able to do and without whose expert assistanco *- and it was an international

taff -- we would certainly not have been able to complete our work within the year.

(more)

* A summary of the recommendations of the report is contained in Development Decade
Note No.' 11, issued by the Centre for Econcmic and Social Information (CESI).
Reference copies of the report may be seen at CESI, Room 250, United Nations,
New York.
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The Commission arose out of an invitation addressed to me by the Head of the

World Bank, Mr. McNamara, speaking on behalf of the Bank--an invitation to form

a commission to inquire into the problem, the very important problem, of interna-

tional development, aid for development, the experience in this field over the last

20 years or so, an analysis of the successes, and there have been some great

successes, and an analysis of the failures, and there have been some failures of

course, end they normally get the most publicity, and then to make a report on our

investigations with recommendations which might be helpful to the Governments

concerned, and the international agencies conzerned, in dealing with these problems

in the future.

I accepted this invitation and invited seven distinguished individuals to join

me on the Cor'ission, men who have had experience in this field, who also had

experience in public administration, who had knowledge of the problems and the

possibilities of economic development, and who came from various parts of the world.

We all served, I should emphasize, in our individual capacities; we were independenm

in the sense that we did not have any instructions from any Government, or any

international agencies; we were asked to make these inquiries, to make this

investigation, to make this report, and we did so. We presented our report to the

international agency which asked us to do the job, on 1 October.

That report is our own, we take responsibility as individuals for it. Its

inadequacies are to be blamed on us. We can only hope that, as a result of the

investigations we have made, it may be of some help to the Governments and the

agencies who are facing these problems.

During the course of our work, I, as Chairman of the Commission, with a

colleague or colleagues who might be available, travelled a good many thousand

miles on various continents to discuss informally with Governments concerned the

problems that we were asked to deal with, and during the course of these journeys,

I had the privilege of exchanging views with the representatives of 70 different

Governments and private individuals, academicians, officials and business and

financial representatives.

Our first problem, of course, when we came to write our report, based on our

investigations, our travels and our talks, was to deal with the history of the

development effort over the last 20 years or so, to decide on the basis of that

history whether the record was such as to encourage the maintenance and, indeed,

the strengthening of the efforts for international development based on internatione

(morc)
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co-operation in the future, and to give our own views as to what the 
objecties

for international co-operation should be.

We asked ourselves three main questions: whether the transfer of resources

outside one's own counlrr for the development of poorer countries -- that is,

poorer economically -- wa a commitment that should be confirmed and discharged by

those countries who were in a position, because of their economic development and

their wealth and their resources, to take that commitment.

We asked ourselves also whether the development of these developing countries

was important to the world community and, if this is so -- and we certainly came

to the conclusion you will realize, that it was so -- does the record show that

it is feasible to reach the goal of self-sustaining growth in the reasonably near

future, say by the end of this century? It was that objective - self-sustaining

growth -- that we considered to be the objective of international 
co-operation for

development.

And we asked ourselves whether external aid had played, and could play in the

future, an effective role in that development. Our answer to these questions is

contained in our report, Partners in Development.

The answer in each case, of course, was in t1 affirmative.

I would like, Mr. Chairman, to express here, as Chairman of the Commission,

my feeling of gratitude and appreciation for the co-operation I received from those w

with whom we were able to discuss these matters, 
both governmental representatives

and private citizens, and as spoke.smen for international agencies -- and naturally

we did our best to keep in touch with international 
agencies, particularly those

connected with the United Nations. Ue were very much aware of the fact that

investigations along the lines we were following 
were being conducted by other

cormittees, other commissions of the United Nations 
and elsewhere, and it was very

helpful to us to get the views of these 
other committees and agencies who were

concerned with inquiries into this problem.

One of our difficulties, and I think it 
is a difficulty that has had to be

faced by all those who are interested in dealing with these 
problems of development

was the difficulty which we refer to in the 
early pages of our report, the difficult

of semantics.

We talk about developed and developing countries, 
underdeveloped countries,

we talk about poorer countries and richer 
countries, we talk about donor countries

(more)
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and recipient countries, we talk about aid-givers and aid-receivers, but none of

these expressions really are satisfactory, and some of them are quite unsatisfactory,

because, as we all know, there is a great deal more to development than gross

national product. And there are countries in the world which are very highly

developed in that sense and are called developed. There are other countries that

are highly developed in other ways, which are called underdeveloped. But for the

purposes of clarification and of classification, we followed tl-e procedure that is

now being followed by international committees and agencies and Governments, and

even at the risk of some misunderstanding we have divided the world into the

developed and the developing countries. But we are quite aware of the inadequacy

and the unsatisfactory character of these terms.

Our report provides not only concrete recommendations, which perhaps I might

touch on before I finish, but it does attempt at least to provide a rationale, or,

if you like, a philosophy and a justification for international co-operation for

development at a time when,I believe, in donor countries or some so-called donor

countries it is important to establish that rationale, because there is a weakening

of will in certain quarters, a weakening of will in regard to expenditures for

international development and for aid programmes.

And so we have attempted in our report -- and I believe it is an important

part of our report -- to establish a justification, a rationale, a reason for

co-operation for development. And actually, the question which is being asked these

days in some countries, why aid, whey should economically-developed countries 
help

those not too powerful economically, when their own problems are increasing in

magnitude and complexity and when these things are crowding 
in upon them -- so much

to do at home -- what is the justification for giving a high priority, which we

believe it should have, to the transfer of funds from one country to another in

the interest of world economic development? I am not going into the answers we

gave to that question; they are in our report.

Our report also makes proposals for an over-all strategy of international

co-operation for development which is fitted into the 
general framework of the

international economy. The inadequacy, if it has been an inadequacy, of contri-

butions for international development in recent years has not been .only an

inadequacy in the transfer of funds themselves, but a weakness 
in organization and

administration of these funds on both sides, receiving 
and donor countries. Our

report makes, or rather integrates, proposals often 
advanced previously in isolation

(more)
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into this strategy for development, which covers so much more than the transfer

of funds and gives indications, makes certain recommendations, how these may be

specificrally implemented. It oX'ers what I hope is a balanced picture of the

recpective reCrDnsibilitic5 of he devcloping and the developed countries in

building up,in a more meaningful way perhaps than has been possible in the recent

past, a partnership of development. And it brings out, I hope, the significant

progress which the develcping countries have achieved, the lessonz which have been

learned and which showi that urdodevelopnent is not only an evil in national and

international society, but an evil that man has the power, if he has the will, to

eradicate.

This rro:r-ess, we think in our Ccmission, hrs been enc-ouraging and far from

being used az it occasionally is uscd,as an argument for weakening or withdrawing

from the effort. The record is an argument for continuing and strengthening this

effort. As I said a few mniutes ago, however, in discussing the record those who

may not believe as rnuch as others in the impertsroe of this operation pick out of

that record the failures and emphasize these failures as an indication that perhaps

we should not do so much in the future.

Having regard to the record, having regard to the importance of co-operation

in this field, our Commission makes certain concrete recommendationswhich I am

sure you know about, that in terms of transfer of funds from industrially-develop

countries to developing countries, the commitment -- which all countries have now,

I believe, formally accepted -- the commitment of 1 per cent of GNP should be

again fcrmally accepted and, far more important, should be carried out, and that

a Government, in accepting this 1 per cent commitment to be reached by 1975, should

report each year on the progress they are making and the plans they are undertaking

to make sure the commitments they have given,insofar as they can be made sure,shoulc

be carried out.

Perhaps even more important than the goal of 1 per cent is the fact that our

Commision has also laid down a goal for official development aid of 0.7 per cent.

The 1 per cent figure of total aid includes private investments, as well as officia

transfers, non-official transfers, which make up something over 40 per cent of the

total. Of $12,300,000 or $12,900,000 last year, something over $5 billion, between

$5 and $6 billion, I believe, would be considered as private transfers of one kind

or another. And while these may have their value, and do have their value, for

development in the countries that receive the transfers, it is our feeling that

(more)
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they should be distingui shed from official aid, because they do not after all involve

a burden on the taxpayer of the donor Government. And while they may be of help,
and are of help, they are not "aid" in the technical sense. And when we talk, as

we do in our countries if we are in this developed category, about "the burden of
aid", we should realize that this burden is not nearly as heavy as may be implied

from the figures that are sometimes given in the effort to reach the 1 per cent

goal. Ve try to make that emphatically clear in our report and so, to conve.y that
clarification into comitmeint, we recomnmend an 0.7 per cent for official transfers.

We also attach a very considerable importance to improving the techniques of
aid, to improving the organization, to improving the administration, to the building

up, as I said a few mcments ago, of a more meaningful partnership in international

co-operation for developmen-t, and there are various ways in which we thought this

could be done.

One, for instance, is to link the transfer of resources to performance, but not

only performance on the part of the so-called receiving countries, but performance

on the part of those who make commitments to transfer their resources. And not

only performance on both sides which will be monitored by one side, but a performance

which would be monitored multilaterally through international agencies, on which

both sides, the receiving and the donor sides, would be represented, and which, in

that sense, should make monitoring more acceptable.

We also emphasize that it would be an important step forward if those countries

who are receiving assistance could have a greater feeling of security in the

continuity of the assistance, and this brought up the whole question of other

restrictions on the transfer of funds. Indeed, some of these also reduce the value

of the 1 per cent contribution, if it is reached. I an thinking, as you are

thinking, of the tying of aid. We make a good many concrete proposals which we

hope will remove some of the difficulties and theprCblems and the disadvantages

of tied aid - something, however, that will have to be done on a collective basis

and not on an individual basis.

We come out strongly for an increase in multilateral aid. We are realistic

enough to realize that if we recommended all aid should be multilateral, apart

from the fact that it might not be desirable in itself, it would be quite

impracticable.

But we do think there should be a much higher proportion of aid allocated

through international channels on a multilateral basis. The figure for that is now

(more)
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about 11 per cent of aid. Ve recommond that it should be increased to 20 per cent

by 1975, which would bring the figure of aid, on the projection of present

allocations for multilateral purposss, up to about $3 billion.

We place emphasis on programme aid, as opposed - not opposed, but

supplementary -- to project aid. And we have a good deal to say in our report

about technical assistance, a very important form of aid, but one whid wethink

should be more closely integrated uith capital assistanec than had been the case,

and which we think should be made in all of its aspects more relevant to the condi-

tions of the country receiving it than has sometimes been the case in the past.

And of course we realize, and you realize, that there is a great deal more

to development co-operation than the mere transfer of resources or funds from one

country to another. There is the question of private investment uhich I have

talked about, and when operated in the appropriate way--and we have made some

proposals which we think will remove come of the objections in receiving countries

to some forms of private iniestment and enceurage in the investing countries more

private investment -- we think private investment can play an increasingly important

part in the development of developing countries, without incurring the political

difficulties that at times in the past, as we all kncw, have existed, and not only

in so-called developing countries.

We are very conscious of the importance for development of the burden of debt

that has been incurred by a goed Eany developing countries. The responsibility

for this is not always easy to determine, and certainly should not be placed

exclusively on one side or the other. But whoever may be responsible for this,

the fact is now that the burden of debt is so crushing in some countries that it

more than neutralizes any assistance, any ney assistance, being received from

outside. We have some proposals that we hope will be effective, where it is

requiredin if not removing at least making easier to bear this burden of debt.

We believe that these proposals for easing this burden should be considered as

a form of aid.

We have something to say about an important aspect of development, but a

very dolicate and difficult one to discuss to everybody's satisfaction -- the

question of population, and our recommendations in that regard are in line, I

think, with discussions that have been taking place in the United Nations in recent

years.

We also naturally have a good deal to say about trade as a form of development

assistance. We often hear the phrae, "tradc not aid", There is a validity about

(more)
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that concept in the sense that the purpose of aid is to make it unecssary for the

countries receiving the aid to depend on it any longer than is necessary.

I know, and you know, that the so-called developing countries are just as

anxious to get out of this dependence on outside aosistanco, more anious to get

out of it, perhaps, than the developed countries are anxious to continue it. And

one way of frocing themselves from the necessity of depending on outside assistance

is to dvelcp thei: om trade, and without that kind of develoment their

dependence on help from outside will be longer than they would wish, or we would

wish. But, while that is all very true, the fact remains tit it will take a good

many years for this trade increase to be effective, to make aid of the kind I have

been talking about unnecessary. And therefore it is not a question of "trade or

aid", at the proscut time; it is a question of trade as a supplenent to aid, so tha

eventually it will be able to take the place of aid. This requires important

changes on the part of the industrial exporters who now dominate the export trade

market. We have a good many recommendations which will open up the markets, we

hope, of these rich trading countries to the products of the developing countries,

and I hope, because it is so important, that progress can be made in this field.

We do not underestimate the difficulties of this -- these recommendations may be

the most difficult ones that we make for Governments to implement, certainly in

their entirety.
As one who has been the head of a Government, I appreciate that there are

times whan, from the point of view of domestic political pressure, which you cannot

ignore, there are times when it is easier to transfer $100 million of capital, of

capital assistance, to another country than it is to import from that country 10

million shirts made from the factory which that capital may help to build. And

that is why, I suppose, some politicians have referred to aid as the "softer

option".

But, nevertherless, the willingness of the developed countries to open their

marlets more liberally to imports from developing countries especially will be a

very cor test of their sincerity and their will to continue and strengthen

int-ovional co-operation for development.

I can un: .and the feelings of Governments of developing countries when they

renlize that ncz only are they asked to compete in these markets on terms of

equolity but that, for instance, in the case of manufactured and semi-manufactured

goods, they are an-mlly discriminated against, Our report expresses the hope

that not orly will those ise3riminations be removed but that the developing

(more)
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countries will be given one-way preferences, that they will have an advantage in

developed countries, until the time arrives when they will not need that advantage

any longer. I hope Governmennts will give attention to recommendations of this

kind which, of course, they are receiving from other sources than our particular

report.

Mr. Chairmnan, there are a lot of other things in the report that I could talk

about. We have a great deal to say about a new and stronger mechanism for

international co-operation -- we consider a very important agency in the future

in regard to this cc-operation could be the International Development Agency,

which is part of the World Badis,but that part which deals with concessional loans

and concessional assistance.

I mentioned a little while ago the importance of the debt problem. That

importance emphasizes the necessity of avoiding the mistakes, if we can, in the

future in regard to loans that we have made at times in the past. And one of our

recommendations -- if it were accented by Governments, it might be as important

as any that we have made -- is that in the future on all official loans the

maximum rate of interest should be 2 per cent, the period for repayment should be

from 35 to 45 years, and the grace period from 7 to 10 years.

We think that kind of recommendation could not only help to avoid some of the

difficulties that have been created in the past, but wald be of very great

assistance in the future to those countries who are not always able to pay the

rates of interest that are sometimes required on other levels of lending. And we

think in this connexion that the IDA can be a very important agency; it should

be given, we think, by Governments more official support and over a longer period

of time, so that it would. be able to operate at least with the assurance of some

support over that time.

Now, these are only some of the recommendations we have made, Mr. Chairman

and members of the Committee. All that we can hope is that they will be useful in

themselves as reconmendations and that our analysis of the problems with which

they deal will similarly be useful to those who are concerned. And I don't know,

apart from the ultimate problem of peace and war, and if you like, peace and war

and pollution, that there is any more serious problem in the world today than the

widening gap between the low-income and the high-income world. The consequences

of that gap and, above all, the consequences of its widening to the point where

the rich are getting richer and the p,)cr arc getting porer, relatively, may not be

(more)
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facing us next year or the year after that, but they will be facing us in the

future and in a not far distant future.

And whatever may happen -- we hope that a lot of things will happen -- to

solve the political difficulties that divide the world, but whatever may happen

in this field, there will be no peace or security or progress or opportunity for

a decent life for all men in the world if we do not do something about this

widening gap. It is in the hope that our report may make some contribution, some

modest contribution, to the solution of that problem tLat we felt honoured and

privileged to be asked to take on this responsibility.

It is in that spirit that we have made our recommendations. NTow, as one who

has been in public life on the official and on the political level for something

more than 40 years, and who has participated in a great many commis sions, both

domestic and international, and who has helped to write a great many reports, as

an expert, as a secretar'y, and as a chairman, I know, as I said in presenting

this report to the World Bank, that the road to nowhere is paved with reports,

and some very good reports, too.

So, whether our report and our recommendations are of any value will depend

on what Coverments do about them. And what Covernments do about them, in the last

analysis, will depond on the public opinion that can be brought to bear on those

Goverranents to take the stens that are required. And whether public opinion will

be able to do this depends also, Mr. Chairman, on the deliberations of the kind

of committee that I have the privilege to appear before this morning. Thank you.

* ** *
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
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DATE AND TIME R O U T I N G
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LOG NO.: RCA TEL/19 ACTION COPY: MR. FRIEMN

TO: FRIEDA I INFOfflATION
COPY:

FROM: RIO DE JANEIRO DECODED BY:

TEXT:

EVEN THOUGH DEEPLY APPRECIATING YOUR REMINDING MY NAME FOR THE

PAPER ON LATIN AMERICA, HOPE YOU WILL UNDERSTAND DUTIES AT CENTRAL

BANK LEAVE HE NO MATERIAL TIME TO PREPARE A COTRIBUTION WORTHY OF

THE OCCASION. PLEASE EXPLAIN BARBARA WARD Mr POSITION KINDEST

REGARDS

PAULO PEREIRA LIRA

BANCENCAMBIO

IR

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE COMMUNICATIONS SECTION, EXT. 2021

DUPLICATE
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Mr. Richard H. Demuth - k - November 18, 1PA9

"Those who report on perforance do not need to award an over-all
mark; and those who allocate funds will have littl difficulty in
distinguishing between good, mediocre and bad performance".

12. This brings us to the second question, which is that of deciding
what a distribution of aid according to perforance would look like. From
the passage just quoted, it can be seen that this is a problem that would
be inescapable for IDA as opposed to all othe vnia. Other Won dn -y or no
not take into account performance: insofar as 7he do, hy could very -il
be content nith the rough classification suggesed, abo(. it is only DA,
under the system of alloration sugeosted by the C i o wM7h co-lI Q
avoid the task of translating perfor'mance assessme'ints int-o a
international allocation of aid, since it is charged with the task of
achieving such a distribution so far as its fundq permit.

13. It is therefore a matter of some concern to know how on night
arrive at some appromimate figures for an equitable distribution from
clasificaion of countries into good, mediocre and bad porformers Hee
again the Cornission provides no gOu nce . Althoug it is argued in7d
Rot Wa h cristing distributiom of aid i. 0 T -0 r"d~ i ai -

1-ters are not made easir by the fAct th aQ- sriterion o'
perfcvo 'e is given primar rather Van exc"iv iasi hioi
Chanter 6 of the Report no other criteria a- a-n tioed, to at any rate
are brought in at a later stage of the argument.

15. Thus in Chanter 7 on "Developeent DtW", reference ism o
the acd for concessional aid for countris serious debt si:Mioim
problaems arc ikly to visa. If the i s k that tip onou f id
should be defined and measured in terms of the -r nt el-men of transfers
rather than total flows whether gro.s or net, then this becomes an argumet
for giving rre id to countrie h i, nufiiey of crditorthin
may be a pol. o e in - o .- C r, in annon i1
terns of oficial 'on, it a su j that "dies i vry
low incon"e p- r hen ad Wun Oeceiv er"
ifs aid s 62n& Y o-
as ell as to the nominal amounth satemnat -mpli th pverty is a
factor that should also be aknV into account i ecid inht h-:-
Mion of aid bet ween countries should be. This impression is confirn n the
final- chapter of the Report, in connectin with the discussion of the Drin-
ciples of allocation that IDA should adopt. Her we are told that
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Mr. R. H. Demuth November 17 1969

G. B. Baldwin /9

Board Papers on Pearson Commission Recommendations Nos. lh 17, and 18

1. Attached please find drafts of the three papers listed done

by Peter Engelmann with, in the case of No. 17 the help of Vincent

Riley.

2. I shall call you or Mrs. 3oskey on Friday November 21, to
learn whether you want these to go direcOly (perhaps with stylistic

surgerv in your off ce) to the Review Gommittee that ret on other

papers last week or would like further work done at this level before
sending them to that Committee. I have not had a chance, before
leaving town, to do more than read over Mr. Engelmann's drafts;
i.e. I have not measured them against the Pearson text to judge their

responsiveness. Mr. Engelmann has suggested that you may want to
"holdt paners on techn. cal assistance until we have had a chance to

read the Jackson leport, due in the Bank acout November 28th, he
understands.

Attachments - 3

GBaldwintlfb
cc: Mr. Chadenet

Mr . Bau
Mr. 'ngelmann



Mr. McNamara November 17, 1969

Richard H. Demuth

Pearson Comission Papers

Attached is a draft memorandum from you to the Fecutive Directors,
transmitting the first group of memoranda dealing with Pearson Commission

recommendations relating directly to the Bank. There are eight memoranda
in the first group. If these papers seem to you generally in order, I

suggest that you may wish to distribute them to members of the President's
Council for comment. They have been prepared on the assumption that, when

they are distributed to the Directors, the Industrial Coordination Committee
which is referred to in several of the memoranda will have been created,
but that the revised IFC policy statement will not have been issued. If

either of these assumptions proves, in the event, to be wrong, minor amend-

ments will be needed in two or three of the memoranda.

Although I will be away from the Bank from November 18 through
November 28, Mrs. Shirley Boskey in my office is familiar with these docu-
ments and can make any desired revisions in them.

Attachment
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MY FRIEND BARBARA WARD IS ORGANIZING THE COLUMBIA UNIVERSITY CONFERENCE

ON DEVELOPMENT IN THE SEVENTIES IN RESPONSE TO THE RECOMMENDATION OF THE

PEARSON COMMISSION (STOP) SHE WONDERS WHETHER YOU COULD BE PERSUADED TO

ATTEND THE CONFERENCE BETWEEN FEBRUARY FIFTEEN AND TWENTYFIRST AND ALSO

TO CONTRIBUTE A PAPER ON THE IMPLICATIONS FOR LATIN AMERICA OF THE AIM OF

ACHIEVING A SUSTAINED SIX PERCENT RATE OF GROWTH (STOP) THE FEE FOR THIS

PAPER OF BETWEEN FIVE AND SIX THOUSAND WORDS IS ONE THOUSAND DOLLARS AND

THE HOPED FOR DEADLINE IS JANUARY ONE 1970 (STOP) ALL EXPENSES CONNECTED

WITH THE CONFERENCE ARE NATURALLY COVERED (STOP) ROBERT McNAMARA

PIERRE PAUL SCHWEITZER AND OTHER DISTINGUISHED FIGURES ARE ASSOCIATED WITH

THIS CONFERENCE (STOP) I MYSELF SHALL ATTEND (STOP) BOTH SHE AND I VERY

MUCH HOPE THAT YOU CAN CONTRIBUTE THE PAPER AND BE WITH US FOR THE

DISCUSSIONS KINDEST REGARDS

FRIEDMAN
INTBAFRAD

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

Irving S. Friedman
NAME

ffice of the President
DEPT.

SIGNATURE
SIGN TUREOF INDIVIDUAL AUTHORIZED TO APPROVE)
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ORIGINAL (File Copy)
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Mr. G. Baldwin Nvember 14, 1969

Peter Engelmann

Board r on the Pearson Commi., R-:en.tions

I att 'h drafts of board , pr- t , unree Ra:o7edtirs
for whic you reuested nrn 7ftri buti 1 In ,-)ur mrnorandum of Oct: er
14 .

The drpft for Re-o beten re - re jointl
by Mr. Riley ,nd myself. I 'elieve the it-:ne of 10o01 recurrin- ex-
nsnd-tur i o. p-rticler interes> , ,t "duccicin 'e rt.:ent a
I tt you LncJude that Deprtinent in the smi ,roup for
" testin l' thir eatau r rft.

PEngelmann:vbr
Attachment



Chapter 9. Page 190, Recomendation 14: "MULTILATERAL AND BILATERAL

TECHNICAL ASSISTANCE SHOULD BE MORE CLSELY INTERATED WITH CAPIT A

SI3TANC1."

The Bank is in complete a remnt th thiF recommendation.

n tf technia aistance work through grts and loans,

in actin t e uting agency orsue finned the UNDP nd

in its vce tc meber countries i te cur oi roj t preprton,

the Bnk ries consistently to work t ward ;trenhein the i nk beween

as sistanci service and the invesmet prcess. This effort isben

ma b / the BaAnk not only i preivsent irk at ie tor and roject

levels, bu as lath ma eent and aruato advlar ervies n

studis whch are consered pre-requse for futur inci of Pro-

An attep furtheir inter -ltral and b-lteral

technical s1tne t capi s is now n initiated by

the Bank, n cortio wit the UNDP and otherU agencies through

efforts to orepare progra of prinesmnt tuies. Thee progra,

whic can only ce coplee in a graua prcess over aperiod of years,

houd estb h amore sy mac a h the formulaion o prein-

yestment strategisu on a country y coutry is. ypreparin re-

invesent progr m in coooeratio n with other UN or n it.ions, the

nk Gro~ ih.Is

( t i eer countries idefnng and scheduli.ng studies

w h aord with the counris veloent o jective;

(2) prove the UNDP and other :nc with sound basi or al-

lo n funds in preinve 7nt ance and

(3) accelerate and improve nhe p-rep ratio of velopment projects

for fnancng y th Bank roup ad other lenders.
Mrx elmann vbr
ovember 14, 1969



Chanter 9. Page 190, Recommendation 17: "DONORS SHOULD GIVE FINA1CIAL AS-

SITANCE FOR LOCAL RECURRING EXPENDITURES AND FOR QUIPENT, rAN RT, AND

OTHER SUPPLEI IN CONNEC1ON WITH TECHNICAL AISANCE PROJET."

Two ideas are expressed in ths recormmendation: (1) the financing

of "lcal recurring expenditures and (2) the : nin- p ouip nt, ra-

port and other supplies." Separate coment on each are given elow.

1. Locyl Reourrin Expnditure

This propoa of t he Co I h major relevance ny or certain

types of technica1 assitace, a in educ ton and training ailit'es or

anrl d rese rch ititute, which v.ove 1arg amouts of recurrin costs

for oper tion, maintena nc d ' pr. This form of te hnical a sistance

I- An important comnnto the UDP's actiity, Qu So far ha had only a

mnor part in the projecs in which the Bank had been engacd a nn Executing

Agency of UNDP or as a direct provider of techna ait c a-und. Most

technica1 assitance th whi the Bak ha een a A&ted has been in the

nature of preinv stmenttues whi: are enrl exercie 1 of short dura-

tion in wich Wh biges t im is the ea o- -orei.n experts who carry

out thet tWynd w p u report. Finncingolcal recurring expen-

ditue ha e n dcu f !reently in the1 UD uoenn Council, but UNDP

still venrly rra r rm rin fincn.0 Where the building

of pe nnt insti0tutionis a mr asp t of t0echniie.l a ice with

whic th Sek i asocited tw . rmeura t7 nditures can

be W eeatcnieain

r ei "r ~ innr L :o-al re- arr m n< expenditures

(a) It it ruently d ffulr Awl's t-he amont of "lcal recurring

wnit r" dircly attrtae to technical asistance projects

VJRiley/ in nnt hr



-2-

and to diifereltiate oetween thi te ot an

budgetary allocations which goernaents would make wihot the

t~i~h~th unn~ ~.~t their eretion mst ultimately

fal entirely on te govrnment ihen the tehncl assiace
end, t s ogcal tmfretht th vrnntsoul

r , - 1 e r - Ma par~ t othscsts rom

have a r onlt r

(b) :eny donor hav hel t.c he va(which~; til hs curec in the

Bnk toiday) tha the host ernment shod mae contribution

wrk o sier" n t dinh. Te UP, for

h~ ~~~~~~' tp r at r gvrmen
rjets toard wich UNPprvdeer. deie ad limited

inut ooasitncf

in mnost cases and the fund adminitrr mus choose4 whi pro-

iects are to~ C)e surte. inancingk loc-l recurring cota of

sme projects woul cnsqunly rduce e ter of pro-

2.gqiet. Tnor and .thtuleien

The innng or equipmen, trnport alnd ot.her appl nnected

wth technca asstnce snra pra ci i .th Bank' experience. UNDP

grnt->financd studies usulyinld adqute finani prisins ior

these co, ad ca on govere a c P ts mterials, equip-

ment and u i which are avaaol rh the country'. lo

mee t sca tranport cas , 1th~ua - nevernment contribution toward



-3-

ocal opert cost, calcuated on a oul and required for a UWP

pro; . in p artial t free the gvernment to the UDP

toward the.e and other Ioe 1 expen -e-

>ank loans and rants . or techi. a asit normally over

all oreign currency os which, in a n to the cat o the exerts

the4seivs, inclue transprtaion cot o and t.r ,amili

to r the counry o the study Ttoyf vhi th hv Wo L

imported1, and other equipmewnt ad suppieum which area not ava. Il locally.



Chater 9 Pe19,Recoummandation 183: IW3 R J~ 'O T) DF

A GR:A A1aRNIf 0 ISCHNLAIA AxL :

re SAnk practice ism win in the -1rectan this recoman to-

. c y: Y. , n " : A 00 t: Der rtm' i At t

that an Gru lnding in tlt first nin o nths of this clendar year in-

cluded~ apra~tely U%0-million emuydent for techni cal as rYtnce.

A perennil problem~I with th inclusin oft techniedi asis tance

muid in rc ln. it dt of aterntiv sur o inan c

f v dic AnT. the counter arqannt is t

dtr on the oun n reourc i e technical

c b roidd T n a grn. i another soWce.

S curr whrbthet-

ter as"is al nthe finigo techni sitane i~. the

Bankl1~ will e. gnaider inancing techn ia assistance onl~y if the. UNDP is unableb

agreement would have to be miodiie i~ a major incres in Bank financing

o. techn~ic a:datance is contemplited

fro bengreeo cot to recpee . It aper tha thuis reasoning~

is tir toteagmn ete agin s inanin ofoca. recurrent

the doic j eor s paa 0 n rf response)

Novemboer 1 7L



Mr. Harold N. Graves November 13, 1969

D.S. Ballantine -9/

Pearson Commission Recommndation No. 26 Concernin .Education

I am in a ree:: n; with all the mjor rifstantive points of
this paper and I think it covers the various questions adequately.
I have a little difficulty with the second peragrapa on page deeliu

with incentives but I am not sure I can suggest - cetter alternative.

I have done a little editorial fiddling with the text and have

introduced one or two minor substantive points whic ou may wish to

consider.

As you will see fror my nose on page , wnu.r whetner the

imiediate distributi->n f the paper as recomme-:I e re is consistent
wit the original concepi..>n .: i and woaian t -;-vu the efiect of

"highblling" it throug.

At.

DSDjsf



Special Projects Department

November 13, 1969

Dear Lady Jackson:

My many thanks for your letter of October 16th on the Conference

to take place next February on the Pearson Commissionts report. I

am very happy to accept the invitation and enclose a picture and a

biography for the Conference's Who's Who?

With my best wishes,

Sincerely yours,

Harold B. Dunkerley
Special Adviser

Attachments: (3)

Lady Jackson
Albert Schweitzer Professor in
International Economic Development,
Columbia University in the City of

New York
School of International Affairs
622 West 113th Street
New York, N.Y. 10025

HBDunkerley :jm



Mr. W.C. Baum November 13, 1969

W.A. Wapenhans

Pearson Commission Recommendation No. 15 - Agricultural Cooperative
Credit Institutions

1. The proposed chapter C gives only a partial picture and could
be misleading. Apex institutions do exist and receive support. However,
their corporate structure is frequently that of a public entity or bank
designed both to exercise the necessary control and to channel Government
subsidies to cooperatives. In addition credit cooperatives often deal
only with short-term financing and would find it difficult to do invest-
ment banking because of lack of appraisal staff and experience. In the
majority of the cases the latter is done through specialized agricultural
credit institutions. For investment financing they are usually a more
effective means of reaching individual farmers and I would dispute the
contention on page 13 that cooperatives are often "...the most effective
channel".

2. Specialized credit cooperatives in the true sense of the word
are rare. More frequently multi-purpose coops are found who extend
credit in the form of seasonal inputs and collect debts through their
marketing activities. In many of our projects they are thus a very
important adjunct though not necessarily a channel for Rank Group funds.
It must also be recognized that there are numerous forms of farmer
cooperations which would be just as useful but may not fall under the
definition of a cooperative. For example, farmers'associations are the
dominant form in Taiwan, in Pakistan the Union Councils have virtually
replaced cooperatives, and village communities in West Africa have a
cooperative appearance but are better understood as comprehensive village
entities based on family and village ties.

3. It is not quite clear what the rather detailed account of the
Tanzania case on page 13 is supposed to demonstrate. These institutional
difficulties could be shown as well for other forms of credit institutions.
To the contrary we could demonstrate on some states in India a superior
performance of cooperative structures even in the field of investment
lending. Essentially I think it all boils down to a case-by-ease approach,
emphasizing the suitability of a particular channel in relation to the
objectives of Bank Group financing. I would also be extremely reluctant to
accept the argument of 'beneficial psychological side effects"; in Pakistan,
for instance, these resulted in deteriorating financial conscience of
members, over time making the cooperative system defunct.

WAWapr us : fh



Columbia University in the City of New York New York, N. Y. 10025

622 West 113th Strot

sCHOOL OF INTERNATIONAL AFFAIRS

November 12, 1969

The Honorable
Robert MacNamara
President
World Bank
Washington, D.C.

Dear Bob:

Columbia University in cooperation with the Albert Schweitzer
Chair of International Economic Development is holding a Conference in
New York on February 20 and 21, 1970 to provide a forum for the dis-
cussion of development strategy in the Seventies. In particular, it
will respond to the recommendations and analyses of the Report
Partners in Development issued by the Commission on International
Development under the chairmanship of the Right Honorable Lester
Pearson.

This Report is one of a number of major evaluations of the
development effort which include the Jackson Report, the Prebisch
Report and the work of the Tinbergen Commission for the United
Nations Second Committee. All these analyses point to the need
for new direction and new policies in the coming decade. All
made specific recommendations. All demand a certain measure of
coordination. It seems, therefore, opportune to invite a group

of leaders in development, directly responsible for decisions in
this field, to meet together with a group of other development
experts and discuss possible ways in which governments and multi-
lateral agencies can together respond to the new needs of the
Seventies.

We are, therefore, inviting to this meeting Minis ters of
Development, Heads of International Agencies and Presidents of
Regional Development banks as well as economists and experts from
a 'e varietyr of co t ri e71 ri .A h have

ce ;trong, Saburo Ok.i.t, Andr Philip, Edward Mason, Hollis
Chenery, Paul Streeten, Max Millikan, Dudley Seers, I.G. Patel,
iK ahbub ul Haqi Philip Ndegwa and E.N. Omaboe.
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We very much hope you will be able to join us for these

discussions. We believe that the evolving of a strategy for

development for the rest of this century is the international

community's first order of business. We hope, therefore, that
this opportunity for leaders to meet together and discuss the

issues raised by the various Reports will both increase public

interest in development and also provide a forum where those

directly engaged in the process can discuss the problems of

organization and coordination involved.

We are particularly anxious to secure your attendance

since we understand that the Canadian Government, with the

support of Mr. Robert MacNamara proposes to invite you to a

completely informal consultation in Canada on certain of the

next steps needed for the coordination of a development strategy

in the Seventies. The talks will open at the Seignory Club,

Montebello, Quebec, on Sunday, February 22 and continue through

Monday, February 23, 1970. The Canadian Government would, it

seems, be most happy to entertain the group from Saturday
afternoon onwards so that personal talks can precede the rather

more official discussions. Mr. Robert MacNamara and other inter-

national officials will, of course, attend and it is their

earnest hope that this informal encounter between Ministers and

officials responsible for development can help to clarify issues

of coordination and organization between governments and agencies

in the coming decade. Both the arrangements and the program -

first at Columbia University and then in Canada - are being

closely coordinated to make sure that the best use is made of

our relatively short visit and of your extremely valuable time.

May X say again how much we all hope that you can be

with us next February.

Yours sincerely,

Lady Jackson
Albert Sciweitzer Professor of

Internati nal Economic Development



Columbia University in the City of New York New York, N. Y. 10025

622 West 113th Street

SCHOOL OF INTERNATIONAL AFFAIRS November 13, 1969

The Honorable
Robert MacNamara
Presi:dent
World Bank
Washington, D.C.

Dear Bob:

I am sending you the formal invitation so that
you can see what progress we have made so far. The talks

in Canada went extremely well and Mitchell Sharpe did
see the point of getting some personal but high level
discussions going.

I will be in touch with you as soon as you
come back. In the meantime thank you so much for all you
have done to help us.

Yours sincerely,

Lady Jackson
Albert Schweitzer Professor of

International Economic Development



eadlquarters:

o , D.C, U. s. A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Cal Idd N-MT1DAF RAD PA RIS

INTERNATIONAL DEVILOPMINT ASSOCIATION
Ca.U Adds - IND EVAS PAR IS

EUROPEAN OFFICE:

4, AVENUE D'IENA, PARIS (16") - FRANCE

Teehoe - 553-2510

November 12, o96 9

Dear Dick: Pearson Report

At the DAC meeting oL Friday November 7, DD-113 was

:onsidered dealing with the five recommendations in the

Pearson Report specifically directed to the DAC. I happened

to mention that DAC was lucky to have only five recommend-

ations to deal with as therc were 33 recommendations directed

to or bearing on the work of the World Bank Group. Ed Martin

said he would be interested in knowing what these were and I

gave him, on a personal basis, a copy of SecM 6 9- 4 72.

Martin rang me up again on Friday to say that the list

of 33 points was most useful and interesting to him. A number

of these points also referred to bilateral donors or work to

be done on the national level. For example, he drew attention

to items 4, 22 and 27.

This raised in his mind the question of the best method

of consulting together on the work which the Bank will be doing

and the work which perhaps ought to be done by DAC on these

subjects. As you are to be in Paris for a few days before the

High Level meeting, that would provide an opportunity for Martin

having a talk with you on that subject.

In the meantime, he thought it would be useful if I

dropped you this note so that you could be thinking about the

point.

Yours sincerely,

G. C i art

Mr. Richard H. Demuth, DireCto

Levelopmer t Serviceo Dipartac

Internaticnal Bank for
Reconstruction and Davelo at

Washington, D.C.



November 12, 1969

Lady Jackson
School of International Affairs
Columbia University
622 West 113th Street
New York, N. Y. 10025

Dear Barbara:

Thanks for your letter of November 7 giving

me the dope on our dinner meeting on November 24.

I am looking forward to being there.

Yours,

William S. Gaud
Executive Vice President

VSGAud-das
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Mr. Richard H. Demu November 10, 1969

K. Kanagaratnam Q '

Pearson Co~muissian Recommendation

I attach herewith my observations on Recommendation No.2 of the Pear son
Commission concerning "Population, Education and Research".

I understood that the original paper on this, prepared by Mr. Hawkins,
had to be submitted urgently and as I did not have sight of the paper,
it was suggested that I let you have my comments now. This I now do.

Attachment

cc: Messrs.Chadenet

KK:bli Kamar k/Stevenson
Hawkins



iecomnuendation No.2 of the Pearson onnission concerning 'Population,
Education and Research" on p.195:

"Bilateral and international agencies should press in id
negotiations for adequate analysis of population problems
and of the bearing of these problems on development programs."

This recomendation, in its implementation by the Bank, should be
read as complementary with the preceding recommendation on this same page
that "developing countries identify their population problem, if they
have not already done so, recognize the relevance of population growth
to their social and economic planning and adopt appropriate programs.

To date, the Bank's involvement in the population field so far has
not caused any Government to shift their position on population policy
or implement a program. We have been directly involved so far with
Jamaica, Colombia, Mauritius, Tunisia and Indonesia. In the case of
Colombia in fact there has been a reversal of the Government position
since our initial associatior in this field. It is, however, likely
that the development of the jaaican project may lead to changes that
could give a better program by improvement to institutional. £ailities
and emphasis on better management. An attempt is now being ade in
Mauritius to persuade the Goverment to announce an official policy
and follow up th the introduction of a nationia progr m. Tihese two
mal). countries have bean "testin grounds" in de ense for develop-

ment of Bank strategy.

Economic reports alone, showing th iplications of population ,rowth,
will not cause Governments to s.ift their position unless it is tied or
relatedA to some benefit. A strategy depending on tke phase of development
of a population policy needs to be worked out in the Bank and implemented
on a case-by-case basis.

To ach'eve tni atrateg, taer i a need to plan tPu pattern of tre
dialogue ti at goes ox diti country w th regard to its popuistion policy
from tae very imtial 'a ges of economic analysis troug the stages of
policy formation, progra development and eventuall' Bank project develop-
menit. This strategy will no doubt take into account t`e need for
recognition of te varied religious, political and cultural sensitivities
involved in each case.

I would Conalude by taking te view that bilateral and international
agencies should take full cognizance of the population situation in a
country and the performance of the lovernient on the analysis of population
problems and of the bearing of thase problems on development programs.

K.Kanagaratnam
November 10, 1969



Mr. Willian Diamond November 7, 19169

Pavi Guhati

Columbia Universi t Conference

I have received a letter fror Lady Jackson (Barbarw Ward),
Aihert Schwetevr Chair. Profersor in International Economic levelonment
at olunll "niversity invitin- me to attend a conference to discuss the
Pearnr f orrmision renort. Thi conference to expected to take place in
Will' burM 71i01 0na eW Yor' rnd will start on Sunday, Febronry 15,
1070. Te eo'u-ero expects to conclude on the follovinp Saturday.
February ''1 17TMO The obect is to respond to the Pearson Corission
enort and to discuss its reco-nations in a series of meetines between

experts, academn and otherwise. drm from both developed and developing
countries. '-"o conference i11 cerrr all experes of the participnnts.

T re&iW tha! T - T-"eNs Or too -"71 timo on Patters which do
not directly concerr the nv-lomr-nt Finance Ceo ie renartment. 'Nver-
t'Olss T would verT mud' lM to otrn tyi!7 metin 1, -on 1ro-. I ar
uto urePnard to awe "Y Rnnupl >-vo For t0 nurpoe If -ou consider it

airroorlatm. I Invo o 1 -% y Thc' 'Tor know ¶ ,river I cn attend! or not
before the hini'n, of oember.

RGulhati i plm



Columbia University in the City of New York New York, N. Y. 10025

622 West 113th Street

SCHOOL OF INTERNATIONAL AFFAIRS

November 7, 1969

Mr. William Gaud
World Bank
1818 H Street NW

Washington, D.C. 20433

Dear Bill:

We very much look forward to seeing you on November 24.
The dinner will be at the Carlyle Hotel at 7:30 p.m. - informal,
of course - and those who are joining us in the discussions are:

Dean Courtney Brown, Columbia University
M. Philippe de Seynes, United Nations
Mr. John Duncan, W.R. Grace & Co.
Mr. Edward Hamilton, Commission on International Develop-

ment and Brookings Institute
Dean George F. James, Columbia University
Mr. Richard Kaufman, Chase Manhattan Bank
Professor Warren J. Keegan, Columbia University
Mr. John Lyons, Chase Manhattan Bank
M. Jacques Maisonrouge, IBM
Mr. Donald E. Meads, IBEC
Professor Stefan H. Robock, Columbia University

We also hope that Mr. Bruce Palmer, President of the
National Industrial Relations Board and Mr. Alfred Neil, Presi-
dent of the CED will also join us.

In the course of next week we shall be circulating a short
note suggesting a number of possible points for discussion in the

light of the Pearson Report and development needs in the Seventies.

We very much look forward to seeing you on the 24th.

Yours sincerely,

Lady Jackson
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FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Richard H. Demuth DATE: November 7, 1969

FROM: Irving S. Friedman

SUBJECT: Pearson Commission Recommendations

I note that Mr. Kamarck has sent you a paper on the World Bank

and IMF Unified Country Assessments Recommendations.

There seems to have been a slight misunderstanding between

Mr. Kamarck and myself as I did wish to comment on this paper before

it was sent to you. I will be sending you a revised version in the

next few days or else talking to you about it.

If you wish to speak to me I am at home today.

cc: Mr. Kamarck

Mr. Stevenson



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: November 7, 1969

FROM: Irving S. Friedman

SUBJECT: Pearson Commission Recommendations

To avoid any misunderstanding I would like to make the following
brief comment on Mr. Kamarck's memorandum to the Files of November 4.

As Mr. Kamarck indicated I do not intend to clear these papers

in the usual sense of the word. However, I do wish to see each paper

before it is sent to Mr. Demuth to give me an opportunity to comment

and to suggest revisions if needed.

/S

cc: Mr. Demuth
Mr. Stevenson

Miss Brigg

Mr. Kalmanoff

Mr. Hawkins

Mr. Henderson
Mr. Miller

Mr. Singh
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Re' - Draft
No" .ur 5, 1969

DRAFT PAPER ON PEARSON COMESSION RECOM1MENDATIONS

REGARDING DEVELOPMENT FINANCE COMPANIES

1. Text of Recommendation

"We recommend greater help to dev'elopment banks and sinilar in-

stitutions in developing countries "(page 179).

2. Background of Recommendation

This proposal appears in a section dealing with project .nd pro-

gram aid and follows the main recommendation urging aid-givers, ircluding

the World Bank Group, to "recognize the great value, in many cases, of more

program aid." In this context, greater use of development banks is viewed

by the Commission as another way of mitigating the inefficiencies of the

conventional project approach: the latter tends to be biased in favor' of

large-sized investments to the detriment of the relatively small and widely

scattered productive enterprises; this bias can be corrected by channeling

aid through development banks situated in developing countries; these .in-

stitutions can acquire detailed knowledge of local conditions and respond

speedily to the needs of the medium and small investors.

Development banks are seen by the Commission not only as conven-

ient retail outlets for dispensing aid from high-income to low-inco-i countries.

Their role in strengthening the local capital market is also under:3cored.

In its historical review of the past two decades, the Commission noted the

contribution made by such companies in facilitating savings and investment

(see page 31). Elsewhere in the report, the importance of the function of

financial intermediation is stressed (see pages 64, 65).

3. The World Bank Group's Activity

The World Bank's involvement with development banks dates from

1950 (FT 1951) when it assisted in the establishment of the Industrirl



2.
Development Bank of Turkey and the Development B;ank of Ethiopia Ever

since, the World Bank has been heavily engaged in promoting, financin g and

extending technical assistance to such institutions. A few summary

indicators of this activity are cited below to provide a bird s eye view:a!

a. Altogether, the World Bank Group has helped promote 12

development finance companies and helped reorganize

another 6.

b. The World Bank Group has assisted in recruitirg key per-

sonnel for some development banks and IFC is on tic bards

of 13 of them.

c. Officials of development banks have received training in

the EDI or under special programs.

d. Gross commitments to development banks up to the end of

September 1969 amounted to $954 million in 28 companies

in 24 countries, consisting of Bank loans (93%), IDA

credits ( 4%) and IFC investments (3%). This sum reflects

a rapid acceleration of commitments. Until the end of Fiscal

1963, commitments amounted to only $229 million; in the next

5 years, they totalled $497 million; and in Fiscal 1969,

commitments reached $195 million. About 61% of gross

commitments had been disbursed. Allowing for repay-

ments and redemptions of about $149 million, the di3

bursed amount outstanding was $430 million.

a/ The data includes companies in Austria and Finland although theie coun-tries fall outside the category of "developing countries". Both arePart I IDA countries.



3.

World Bank Group policies towards development banks have bn

reviewed periodically, most recently by the Board in November 1968 a nd

several significant changes have recently taken place. For example, in

June 1968, the Bank, whose policy once prohibited lending to government-

controlled development banks, decided it would be prepared to lend to :uch

institutions provided their management was sound and autonomous in day-to-

day decision-making. Another policy departure, accepted in November 1968,

involved the scope of operations of institutions financed by the World Bank

Group. While they once had to be devoted primarily to manufacturirg indus-

try, they may now be multi-purpose companies, financing not only irdus try

but also tourism, housing, and other productive activities. Moreover, in

the -'past year, IFC has sponsored and helped bring into existence two com-

panies which are primarily devoted to promoting new enterprise and to pro-

viding investment services, rather than finance. (These companies, and

IFC's investment in them, are not included in the figures cited in the pre-

vious paragraph.) These developments, all of them involving increased

flexibility on the part of the World Bank Group, reflect the importance

which the Group attributes to institutions which can mobilize capital,

allocate it for productive purposes, promote investment and generally act

as intermediaries in the investment process.

The 28 development banks presently associated with the Wo'rld

Bank Group, commit the equivalent of about $430 million per annum in loans,

investments, etc.; and these in turn contribute to a total investment esti-

mated at about $900 million. The vast bulk of these investments as: ist

the manufacturing sector. Judging by the size of the operations, i- Ls

fair to say that development banks are financing primarily medium-sc.le

enterprises and, to some extent, small enterprises. Without the inter-

mediation of such institutions, the World Bank Group would not be alec to reach

a very significant part of the manufacturing sector of developing cocunAries.



4.

The principal objective of the World Bank Group, however, is not

simply to find retail outlets for dispensing external finance and tch` AnLcal

assistance, but to help build effective investment institution3 in de velop-

ing countries. Hence the Group encourages development banks to be eative

in mobilizing domestic capital, underwriting securities, subscribing to

equities, selling from their protfolios in order to broden own3rs;hir of

enterprises, identifying and promoting investment opportunities and assist-

ing entrepeneurs in formulating and carrying out investment proposals.

While some progress has been made on these lines, a great deal remain.s to

be done. Most development banks have not acquired much capability as zn-

bilizers of financial resources and remain dependent on government furd3,

or on international institutions or on foreign aid. Furthermore, dcvelop-

ment banks still, in the main, respond to investment opportunities pre-

sented to them by their clients and only rarely do they do much in the

way of identifying and promoting projects on their own initiative.

4. Proposed Position with Respect to Recommendation

The World Bank Group fully accepts the recommendation of the

Pearson Commission and intends to help development banks to the maxirmpa

extent feasible.

The Bank's Five-Year Program already reflects this view. The

target for gross Bank and IDA commitments to developient finance coaiUles

in the period 1969-73 is around $1,500 million, compared with $433 rijilion

in the preceding five-year period. In Fiscal 1969, the first year Of the

period, $193 million were committed. Although there is not yet a projection

for IFC operations in this field, there is no doubt that IFC, too, vill

__e.AIIi ts role in financing development finance companies.

To achieve the target of the Five-Year Program, the numibcr of

development finance companies associated with the Group will grow to per-

haps twice the current number of 28.



The expansion in the number of companies, as well as in the vol-

ume of operations, is closely related to the changes of policy introduced

in the past 18 months and referred to above, which make possible significant

expansion of activity with developm nt banks in Africa and in Latir Ame rica.

In particular, the possibility of lending-the government-controlled

companies has resulted in the probability that three or four loans wLll be

made to such companies in the present fiscal year. And, systematic explor-

ation has begun of existing small development banks in Africa and of the

possibilities of financing such institutions.

This expansion of activity, in exploration, in appraisal of com-

panies, and in actual lending, has placed an unusual strain on staff dealing

with development finance companies, a strain which the Bank has already

taken measures to deal with. In Fiscal 1969 the number of professiona

staff in the Development Finanr'c Companies Department increaced by 50, from

20 to 30; another 25% increase is expected in the current year.

As mentioned above, World Bank Group policies towards de)velop-

ment banks are reviewed periodically as experience accumulates and new

problems emerge. In view of the Commission's recommendation to extend

greater help to development banks, present policies will be reviewed to

make such changes as are necessary to implement the broad development

strategy envisaged by the Commission.
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON, D, C. 20523 } "

ASSISTANT
ADMINISTRATOR

/

January 7, 1970

Dr. Helgard Planken Graham
79 rue de la Faisanderie
Paris 16, France

Dear Dr. Graham:

Thank you for your letter of December 17 and for your
kind wishes for the new year, which of course I heartily
reciprocate.

I am pleased to confirm our earlier diseussions about
your contract study for the Pearson Connission. It may
be used by you for publication in whatever form you deem
appropriate. You are, of course, fully free to add to
or subtract from the document you submitted to us. By
copy of this letter to the World Bank, I a vising them
accordingly.

Sincerely yours,

Ernest Stern
Assistant Alministrator

for Program and Policy

cc: Mr. Dyer, IBRD
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December 23, 1969

Dear r. Lessey:

ir Denis has a-,ke o to acknowledge your

letter of December 17, asking for a copy of the

stuldy on the unt ing of aid which is Jentioned

in the PeareO Commisso port. iclosed is

a opy of that tu, enite Th ultilateral

Untying of Econ omiic Aid by Edin Truman.

%".1-in okf

Develop3 e'rtices Departmaent

Sconfederation 'f Dr tia Industry

London, . .1, Eigland

SEB: tsb

aclf 3siu

cc: Sir Denis Rickett
iV EA0
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Confederation of British Industry

21 Tothill Street London SW1
Telephone 01 -930 6711 Cables Cobustry London SWI Telex 21332

Our Ref: Vb 17 December 1969

Sir Denis Rickett, KCMG, CB
Vioe-President,
International Bank for Reconstruction and Development,
1818 H Street, NW,
WASHINGTON DC 20433,
U.S.A.

Dear Sir Denis,

The Appendix to Chapter 9 of the Pearson Commission Report describes
a system for untying aid and mentions (p.191) a study which the Commission

sponsored of the possible extent of a "zero balance of payments effect" scheme.
The Commission, it states, has requested the World Bank to make the study

available to interested persons.

I should be most grateful if you could let me have a copy of the study.

Yours sincerely,

Julian Lessey
Overseas Directorate,
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PCLDE !A e TAS K FOR CE ON INTERNATONAL DEVLOPEN
(90 LSTEET N.W

December 3, 1969

Mr. Peter J. Doyle
Administration
International Bank for Reconstruction

and Development
1818 H Street, N.W.
Washington, D. C. 20433

Dear Mr. Doyle:

Mr. Stern of the Agency for International Develop-

ment (A.I.D.) sent me a copy of his letter to you of November 24/

concerning our use of staff papers and contract studies of the

Pearson Commission. In accordance with his views it is our in-

tention to use these papers as information but we shall not make

public any of the papers.

Would you please provide us with copies of the fol-

lowing papers:

1. Attitudes a l'Egard de la Cooperation, by COFREMCA

(only if English translation is available).

2. The Present Debt Structure and Rescheduling, 2/26/69.

3. Results of Projection Exercises for Gross Flows,
Debt Service Payments and Net Transfers (miscellaneous staff paper).

4, Interest Subsidy (miscellaneous staff paper).

5. Export Credits, 6/69.

6. Technical Assistance, 6/69.

7. Note on Rationale, 6/69.

Yours truly,

Donald S. Green





DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON, D. C. 20523

ASSISTANT
ADMINISTRATOR

November 24, 1969

Mr. Peter J. Doyle
Administration Department
International Bank for

Reconstruction and Development
Room C209 - 1818 H St., N.W.
Washington, D.C. 20433

Dear Mr. Doyle:

The staff of the Presidential Task Force on Foreign Aid

has asked to consult certain of the staff papers of the

Commission on International Development. I perceive no

objection to their use of the staff papers and the

contract studies. The latter of course with the under-

standing that no public use will be made of them without
the consent of the authors. I do not believe it would be
appropriate to release the minutes of the Commission
meetings or of the Regional meetings.

Sincerely yours,

Ernest Stern
Assistant Administrator

for Program and Policy





FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mrs. Luke or Mrs. Harris DATE: November 7, 1969

FROM: Yvonne Allen

SUBJECT: Pearson Commission Records

With reference to Mr. Twining's memorandum of November 4,

will you please let Mr. Barend A.de Vries (Room G-1038) have

copies of the following Pearson Commission records:
Author

Pakistan Growth and Development Policies G. Papanek

A Brief Survey of the Turki h Economic Development Oktay Yenal

Foreign Aid to Colombia ' Richard D. Mallon

Staff Papers for Commission Report

Targets for Aid Fina cing 2/25/69

Aid Relationship 2/27/69

The Present Debt Structure and Rescheduling 2/26/69

Private Foreign Investment J 2/18/69

Multilateral and Bilateral Aid 2/69

Multilateral Soft-Loan Agency (W. Arthur Lewis)v 2/69

Aid Magnitudes 6/69

Aid Policies and Procedures Part I - Tying 2/69

Aid Policies and Procedures Part II - Tying Revised 6/69

Allocation of External Funds 6/69

Partial Revision of Debt Paper 6/69

Export Credits u 6/69
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I. Commission Contract Studies

Title Contractor

Pakistan Growth and Development G. Papanek
Policies Development Advisory Service

Principal Authors were:
Walter Falcon
Joseph Stern

Harvard University
. Cambridge, Mass.

Aid Philosophy and Mechanisms - Japanese Economic Research
Japan Center

Tokyo, Japan

Donor Assumptions and Expectations-- Helgard Graham-Planken
Political Support to Development Washington, D.C.
Aid -- Germany

A brief Survey of the Turkish Okta Yenal
Economic Development Robert College

Istanbul, Turkey

Foreign Aid to Colombia Richard D. Mallon
Development Advisory Service
Harvard University
Cambridge, Mass.

An Assessment of the Economic Lim Chong Yah
Development of Singapore University of Singapore

Singapore

Second Post-War Restructuring Gustav Ranis
Yale Universctty
New Haven, Conn.

Costs and Benefits of PLh8o David DaPice
Programs Harvard University

Cambridge, Mass.

Scope and Limitations of Aid Overseas Development Institute, London
Policy Formulation inthe Authors were:
Context of the British James Lambe
Environment John White

The Multilateral Untying of Edwin M. Truman
Economic Aid Yale University

New Haven, Conn.

The Aid Relationship S. Bhoothalingam
Hindustan TIMES
New Delhi, India



I. Commission Contract Studies (contd)

TitL; Contractor

Impact Variations in the T.N. Srinavasan
Supplr o Foreign Resources on Indian Institute of Statistics
the roh of the Indian New Delhi, India

con 1969/70 - 1980/81

India Enomic Growth: Plan P.N. Dhar
Priori ies and Centre-State Institute of Economic Growth
Relations New Delhi, India

Foreig Investment Sarwar Lateef
Hindustan T'4ES
New Delhi, India

Technical Assistance to India Sarwar Lateef
Hindustan TIES
New Delhi, India

The Effect of Different Growth Ajit Bhattacharjea
Rates on the Political Power Hindustan T]4ES
Structure in India New Delhi, India

Agricultural Programs and
Prospects Dharam Narain

Institute of Economic Growth
New Delhi, India

Employment in Agriculture and Dharma Kumar
Migration to the Cities University of Delhi

New Delhi, India

Attitudes a 1'Egard de la COFREMCA
Cooperation 66 Rue du Moulin de la Pointe

Paris, 1 3e
France



II. STAFF PAPERS FOR COMMISSION REPORT

Targets for Aid Financing 2/25/69

Aid Relationship 2/27/69

Structural Changes 2/26/69

Debt and Aid Terms 2/25/69

Scientific Research and Technology 2/69

Transfer of Technology 2/25/69

The Present Debt Structure and Rescheduling 2/26/69

How the "Debt Servicing Capacity" Approach Works

in Practice 2/69

Issues in Trade Policies 2/26/69

Private Foreign Investment 2/18/69

Multilateral and Bilateral Aid 2/69

Multilateral Soft-Loan Agency (W. Arthur Lewis) 2/69

Outline of the Report 2/69

Papers on Rationale 2/69 - 6/69

Aid Magnitudes 6/69

Draft - Chapter 1 6/69

Volunteers: National and International 6/69

Aid Policies and Procedures Part I - Tying 2/69

Aid Policies and Procedures Part II - Tying Revised 6/69

Proposal for Interest Subsidy 6/69

Guidelines for Future Terms 6/69

Population Growth 6/69

Projects, Programs and Priorities .6/69

Allocation of External Funds 6/69

Partial Revision of Debt Paper 6/69
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Contribution of Foreign Private Sector 6/69

Export Credits 6/69

Technical Assistance 6/69

Trade Policy Revised 5/69
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FORM No. 57 INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: Deputy Directors, B k IFC Departments DATE: November 4, 1969

FROM: J. E. Twining, Jr.

SUBJECT: Pearson Commission ecords

At the req st of the Pearson Commission, the Bank has agreed to

take custody of the Commission's records which have been received and turned

over to Central Files. Access to the records is subject to the conditions

mentioned below.

These records fall in four principal categories:

1. Contract Studies, of which there are nineteen. These can be made

available, on request, to interested members of the Bank Group

staff. They may not be made available outside the Bank, except for

the paper by Edwin Truman, The Multilateral Untying of Economic Aid.

Some may merit consideration for Occasional Papers and, if so,

permission of the author must be sought before publication.

2. Staff Papers, of which there are forty one, prepared by members of

the Pearson Commission staff. These, like the Contract Studies,

formed the basis for substantive chapters in the Commission's report.

They may be made available, on request, to interested members of

the Bank Group staff, and to those outside the Bank who have a

legitimate interest in the history of the Commission.

3. Miscellaneous Papers, such as memoranda and other background

material prepared by the Commission staff, along with a few

documents furnished the Commission by other organizations or

individuals. Access to these papers is on the same basis as

Staff Papers mentioned above.

4. Records of Regional Kearings and Commission Meetings. These

records contain confidential information obtained by the
Commission at its hearings and meetings. Access to them is

limited to those staff members who have been assigned

responsibilities by Mr. Demuth to make preliminary studies of

the Commissionts 33 recommendations which are directed to,
or bear upon, the activities or policies of the Bank Group.

Attached is a list of the titles of the papers included within each

of the foregoing categories. Capies of the individual studies and papers

are available on request from Central Files (Mrs. Luke or Mrs. Harris,

extension 2454).
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Any general questions which you may have regarding records of the

Pearson Commission should be referred to Mr. Doyle of the Records Management

Section, extension 2711.

The Information and Public Affairs Department will service requests

from the general public for copies of the Edwin Truman study on

Multilateral Untying of Economic Aid.

Please bring the foregoing to the attention of members of your staff

who may have a need to consult these records.

HEDyer :hh

Attachment
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

October 31, 1969

Betty:

Originals of Forwarding Addresses of Commission,

and original Listing of File Materials for your

records and for distribution if you feel necessary.

Thank you for all your trouble. If Copenhagen

meeting notes are not forthcoming from Mrs. Blair,

I would just say that you did not receive any and

suggest party call Mr. Stern or Mr. Hamilton.

Judy

14
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THE COMMISSION ON INTERNATIONAL DEVELOPMENT

FORWARDING ADDRESSES

THE CONI4TSSION

The Right Honorable L. B. Pearson _Chairman After January 1, 1970:
Suite 907
75 Albert Street 541 Montagu Place, Rockcliffe
Ottawa 4, Ontario Ottawa 2, Ontario
CANADA CANADA

The Right Honorable Sir Edward Boyle

House of Commons

London, S. W. 1

ENGLAND

The Honorable Roberto de Oliveira Campos

Avenida Almirante Barroso, 72-90 andar

Rio de Janeiro, Guanabara ZC-P

BRAZIL

The Honorable C. Douglas Dillon

Room 4302

767 Fifth Avenue
New York, New York 10022

Dr. Wilfried Guth

Director
Deutsche Bank A.G.

Junghofstrasse 5-11
Frankfurt am Main

GERMANY
Cable Address: DEUTSCHBANK FRANKFURT-M

Sir W. Arthur Lewis

Professor of Economics and International Affairs

Woodrow Wilson School of Public and International Affairs

Princeton University

Princeton, New Jersey

Dr. Robert E. Mariolin

64 Avenue de la Motte Piquet

Paris l5e

FRANCE

Dr. Saburo Okita

President

The Japan Economic Research Center

Nikkei Building, No. 5, 1-Chome, Otemachi

Chiyoda-ku, Tokyo

JAPAN

Cable Address: KEIZAICENTER TOKYO
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1. THE STAFF

Home Address

Edward K. Hamilton 6201 Clearwood Road

Vice President Bethesda, Maryland 20034

The Brookings Institution

1775 Massachusetts Avenue, N.W.

Washington, D. C. 20036

Ernest Stern 3001 Veazey Terrace, N.W., Apt. 826

Assistant Administrator Washington, D. C.

Office of Program and Policy Coordination

Agency for International Development

Room 3942, New State

Washington, D. C. 20523

Sartai Aziz

Joint Secretary

Planning Division

Government of Pakistan
Islamabad
WEST PAKISTAN

Patricia W. Blair (Mrs.Zames P. Blair) 1411 - 30th Street, N.W.

Washington, D. C. 20007

Donald T. Brash 7030 Nashville Road

Programming and Budgeting Department Lanham, Maryland 20801

Room D635

International Bank for Reconstruction and

Development

1818 H Street, N.W.

Washington, D. C. 20433

Carlos F._Diaz-A1ejandro

Department of Economics

Yale University

Box 1987, Yale Station

New Haven, Connecticut 06520

_HarolJd_Dunkerley 2905 Cleveland Avenue, N.W.

International Bank for Reconstruction and Washington, D. C. 20008

Development

1818 H Street, N.W.

Washington, D. C. 20433

-Dharam P. G hai
Institute for Development Studies

University College

Box 30197
Nairobi

KENYA
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Development Finance Companies Department Washington, D. C. 20007
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International Bank for Reconstruction and

Development
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Peter M. Kilburn 484 MacLaren Street
Canadian International Development Agency Ottawa, Ontario
75 Albert Street CANADA
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Sylvain Lourie 2 Rue Guynemer
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FRANCE

Goran Ohlin Strandpromenaden 10
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Javier Pazos 6916 Bradley Boulevard
Bethesda, Maryland 20014

Annette Perron (Miss) 200 Rideau Terrace, Apt. 1010
Suite 907 Ottawa 2, Ontario
75 Albert Street CANADA
Ottawa 4, Ontario
CANADA
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Pushpa N. Schwartz (Mrs. Robert Schwartz) 8510 Fenway Road
Development Digest Bethesda, Maryland
1525 - 18th Street, N.W.
Washington, D. C. 20036

Thomas H. Silcock
Department of Pacific Economics
Australian National University
Box 4, G.P.O.
Canberra, A.C.T. 2600
AUSTRALIA

Theresa C. Skowronski (Miss) 5001 Seminary Road, Apt. 628
Alexandria, Virginia 22311
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Title Contractor No. of Copies Forwarded

Pakistan Growth and Development G. Papanek 2
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Harvard University
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Japan Center
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