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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
continual 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
gsituations 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.

/1
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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?
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Mrs. Shirley 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 | 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 WM" =
/
Pearson Commission No. 5 ~

In regard to your draft note on the Pearson Commission's
recomnmendation No. 5, which was sent to Mr. Gaud, I should like to
draw your attention to the fellowing 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 wronmg 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. How-
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 imstitutional
arrangements that would facilitate the provision of such assistance.
One can also envisage the possibility of some IFC role in this field
gince it could provide a link between export refinancing and inter-
national capital markets by marketing some of the paper to finamcial
institutions.

Suggestions for Rephrasing:

: 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 -2 - March 25, 1970

First paragraph, page 4, 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."

7 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 would therefore suggest that the first
sentence of the paragraph be replaced by "Having said that, however,
I would not preclude the possibility that one or more 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 coun-

try.”

- 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 Ne. 5

| 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 unascertalned date in the future.

Have you any suggestions as to changes? |If so, we might

take them up directly with Mrs. Boskey Instead of walting for the
meeting.

Attachment.

WSGaud: jm
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March 16, 1970

Mr. Stephen Macdonald
Secretary

Action for World Development
69 Victoria Street

London, S5.W. 1

United Kingdom.

Dear 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

23 [2 /54

is no justifleation 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:

(a) 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 studles
in the field.)

(¢) Because the investment program of most developing countries
must inevitably place heayy stress on sectors whose direct
contribution to the balance of payments is limiedd (such as
education, power, and telecommunications), it Is critically
important, if the financlzl viability of the recipient
countries is to be maintained, that external capital be made
avallable on highly concessional terms.



Mr. Stephen Macdonald -2 - March 16, 1970

These basic propositions suggested the need for a target for official
development assistance and the need to raise it significantly above the
0.33% 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, | 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

ec and cleared with: My. William Clark

DTBrash:mtb
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Mr. Almon C. Greenman
Director of Business Research

Cargill

Cargill Building
Minneapolis
Minnesota 55402.
Dear Mr. Greenman:

Mr. Peter Kilburn, Executive Assistant to the President of the
Canadian International Development Agency, has referred your enquiry
of February 27 to me for reply.

You are quite correct in suspecting an error in the figure shown
for foreign direct investment by DAC countries in the petroleum sector of
developing countries in 1966, on p. 375 of "Partners in Development".

I have checked the figure to which you refer, and also those for
the other years shown in that table. Unfortunately, the figuves for
both 1965 and 1966 are incorrect as printed: instead of $1,795 million
and $1,751 million respectively, they should read $907 million and
$604 million respectively. At one stage, we intended to show totals for
both "petroleum" and "non-petroleum” investment, and as you will see
there was clearly a transposition of the two figures for those years in
the typing process.

I sincerely regret any inconvenience this has caused you.

Sincerely yours,

Donald T. Brash

ecs: Mr. Edward Hamilton
Mr. Peter Kilburn
Miss Perron



Mrs. Shirley Boskey March 6, 1970

Alexander Stevenson

Comments on Pearson Commission Recommendation 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
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FROM: The Secretary March 6, 1970

PEARSON COMMISSION RECOMMENDATIONS

In pursuance of the procedure indicated in the President's
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.

2L and 29.

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

WAS HEDE:GMS(&?F}ET& il \

OFFICE OF THE PRESIDENT
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March 6, 1970
WBG ARCHIVES

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/

Analysis

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 given 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 doing this through the work of
our own staff, including economic missions; through the cooperative programs
with Unesco and FAO: by allocating part of a project 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,l/ carried
out generally by consultants whose services include training of local per-

sonnel: through grants, of up to $200,000, for smaller preinvestment stu-
dies. 1t 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 Bank Group financing. We have also stationed staff
members in developing countries with responsibility for providing assist-
ance to governments in project identification and preparation, 1. e., the
Permanent Missions in Fastern 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 reaquests. Applicants for UNDP assistance
are asked to indicate, among other things, how the development of the
economic sector involved fits into present or proposed Bank Group opera-
tions and how the specific study or other 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 Executing
Agency 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 the Executing Agency to consult
with us during the preparation and execution of the project, to submit
draft terms of reference for the study and the plan of operation for Bank
review, and to provide the Bank with copies 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 required to carry out the development
program of each developing country and of the relative priority of those
requirements. The reports of these missions will be made available to
other international institutions, to governments and to the coordinating

groups for which the Bank provides economic reporting services.l/ They
should, we believe, help to insure preparation of an integrated country

development program, including both preinvestment and investment projects,
for consideration by not only the Bank Group but other sources of finance,
bilateral as well as multilateral. In this work we have enlisted the co-
operation of the U. N. Development Programme, whose Resident Representatives
will be associated with the missions and will play a central role in formu-
lating technical assistance and preinvestment programs, and of the spe-
cialized agencies particularly concerned with the Bank's operations -

FAO, ILO, Unesco and WHO.

Conclusion

I agree with the Commission that the coordination of technical and
financial assistance is an essential element in achieving the greatest
possible developmental effectiveness of capital assistance. T believe

that present Bank policy and practice, as well as the directions we plan
for the future, are fully consistent with the Commission's recommendation.

ST ST A o

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



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

ULt INTERNATIONAL DEVELOPMENT ASSOCIATION -q‘-
WASHINGTON,D.C. 20433, U.S.A. 1 ,-'\_
OFFICE OF THE PRESIDENT
CONFIDENTTIAL
DECLASSIFIED March 6, 1970

MAY 20 2022
WBG ARCHIVES

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, technic7l and capital assistance,
an objective which the Commission also endorses.l

Analysis

This recommendation is not explicitly 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 '"development cooperation'
activities within the U. N. system, and that the UNDP take the initiative
in establishing it.2

Our experience confirms both the Commission's view of the importance
of competent technical assistance and its appraisal of the supply situation
in developing and developed countries. We have consistently emphasized to
our borrowers that sound management is essential to the success 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.é. 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, throuch
bilateral technical assistance programs and the international program, the
UNDP ‘s Operational Assistance (OPAS) and its predecessor OPEX. But assist-—
ance under bilateral programs, although theoretically available, may be

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

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

3/ Thus, the term is viewed as including either an individual or a team,
and such functions as the chief executive of a power authority, the
director of a highway department or other transport entity, a techni-
cal or engineering director, a financial manager, managers or advisers
of development finance companies, a chief accounting officer, specialists
in agricultural credit or livestock management, educators or educational
administrators, sector economists, architect-administrators, commercial

or marketing specialists, superintendents of highway 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 opportunities.

Because of the difficulties encountered in finding qualified managers,
particularly for the agricultural projects which play such a large role in
the economies of developing countries, the Bank itself set up an Agricul-
tural Development Service (ADS) in 1966 to provide or retain managers,
through secondment, for agricultural projects in Fast Africa,l/ and sub-
sequently itself employed and seconded managers for several livestock
projects in Latin America and Africa where there appeared to be no suit-
able alternative. In addition, the Bank has on occasion seconded advisers
or managers to development finance companies. In planning prospective Bank
Group operations for the next several vears, the Projects Departments re-
viewed the need for managers to operate the projects scheduled in the pro-
gram, and concluded that for a large number of positions no qualified local
managers would be available. There is some reason to believe that, for
one or another of the reasons identified by the Commission, it may not be
possible to fill all these positions with qualified expatriates, whether
through direct employment by the prospective borrower or through the
existing bilateral or international programs. The projected shortage of
managerial talent might well impede the successful implementation of our
lending program in a number of countries. To avert this danger, we have
under review within the staff the desirability of establishing, on an
experimental basis, a program (additional to the ADS) under which the Bank
would hire and second, on an ad hoc basis, a limited number of managers
for Bank--financed projects. Should we conclude that this would be ad-
visable, I shall put a proposal to the Executive Directors for approval.

The existence of a corps of technical assistance personnel such as
the Commission recommends might well have obviated the need for the Bank
to consider taking such a step. T believe that it would be feasible to
create such a corps and that the career opportunities it would provide
would serve, perhaps not immediately, but over 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 Group, among others, to draw upon a soundly
organized corps.

Conclusion

I fully agree with the Commission that the availability of an inter-
national corps with career possibilities could significantly improve the
effectiveness of technical assistance. I believe that the Bank should
encourage creation of such a corps under the auspices of the U. N. De-

velopment Programme.
/%‘WM< A/Qw_

1/ See SecM65-170.
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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."l/

"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.“gf

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.gf The portion of the

Report, page 205.
Report, page 207.

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 technological
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 research in-
stitutes.l/ Al though there is no formal recommendation by the Commission
that the Bank should finance the establishment 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.

Analysis

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 meetings 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 countries than with the adaptation
of technology or the development of new scientific 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,"l/ 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 with the 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 financing was soundly organized and man-
aged or, in the case of a proposed new institute, 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.g

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 country in which they are located. Always assuming they are
soundly organized and managed, institutes of this type are, I believe, par-
ticularly worthy of our support. An international institute can expedite
the establishment of, strengthen, and provide guidance to, national insti-
tutes and programs, which can benefit from and adapt to their own

1/ R69-144/1, June 24, 1969.

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 clear idea 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 research institutes mentioned
above.

Conclusion

The Commission's recommendation that our country economic reports take
explicit account of problems of research and development, including, where
feasible, the identification of need for scientific and technological re-
search, should be accepted. We should also accept, in principle, the recom-
mendation for Bank Group support of national and international research and
development institutions which satisfy our normal project criteria. We
should confine ourselves initially to research institutes 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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International Bank for Reconstruction
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Dear Mr. MacNamara,

I have pleasure of informing you that the African
Development Bank (ADB) has had the opportunity of examining
the Pearson Commission's Report on International Development
For this purpose, we have also made use of the services of a
number of distinguished African Economists.

In forwarding herewith ADB's comments which were
greatly assisted by the deliberations of the African experts,
T would like to pay tribute to the excellent work of the Right
Honourable Lester Pearson and the members of his Commission.

T hope these comments will be helpful to the common
objective to which we are all striving; which is, the
promotion of social and economic development and towards
genuine partnership in development.

With best personal regards,

Yours sincerely,

Mamoun Beheiry
President
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AFRICAN DEVELOPMENT BANK
COIMENTS ON

PEARSON COMMISSION'S REFORT

" PARTNERS IN DEVELOPMENT "

The African Development Bank would like to pay a tribute
to the Pearson Commission for its valuable contribution to an
analysis of the problems of development and of the rdle of
external aid and trade in such development, Although many of
the problems of development aid and trade were well-known, it
nevertheless reauired 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 pocinted 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 inadequate
absorptive capacity and that the tying of aid to puschases in
donor countries imposes both direct amd 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
1970!'s; 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 Bank'!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 assumption that the domestic savings of the developing
countries are supplemented by a flow of resources from abroad
equivalent to 1% of the developed countries! 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.



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
eriteria 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 Commission 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



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 expoets 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 provided 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 1970!s.

But this would require proportionately much greater effort than



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

al
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



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 and the recently formed Private Investment
Company for Asia (PICA) and has 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 aid,if the aid criterion as proposed by the
Commission is adopted. A more positive approach is necessary

for tackling the problems of such countries.

Many member 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 ceconomies 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 administrative
and technical resources are in short supply. In some cases the
Government revenucs 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 ficlds.
Their own resocurces for development are meagre and they arce 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 nccessary programmes and projects,

It. is expected, that once the process of growth has been initia-
ted and the first steps 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 cquitably shared amongst the parti-
cipating countries, would be identified., The Bank would provide
technical assistance for the formulation of programmes and
policies and the preparation of feasibility studies for aid-worthy
projects, thereby increasing the countries' absorptive capacity
for aid. The Bank 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 2bove lines would be necessary if the 6% growth target is
to be achieved by the AZrican countries, It is implicit in

this approach that external aid on a larger scale

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

be required by the African countries,

6. Role of the Regional Development Banks

The Commission has suggested that the réle of the
regional developmentbanks shculd be strengthened,

These banks have intimate contacts with, and a proper
appreciation of the problems of their member countries, Besides,
the latter consider them to be their own institutions and discuss
their problems with them with much greater freedom and frankness
than with external agencies. Within the framework of an international
development strategy, these bankscan make a useful contribution
by assisting their members in the formulation of development
programmes and policies; by undertaking pre-investment and
feasibility studies; by taking an initiative in identifying
and, where possible, financing programme of economic co-operation
and integration; by identifying areas of development requiring
programme aid and extending such aid; and by assisting the
relatively less developed countries in the formulation and
implementation of special programmes btailored to their requirements.
They can be an important means for chamneling resources to the
developing countries on the basis of well conceived development
programmes and the felt needs of the people. Their expertise ean
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 for 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 aud 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 criteriaj;

(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 ADB 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' development phiiosophy 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 ADB's 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).

ADB's 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

"Regional 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.98).



AIB's comments

The ADB has been studying various possibilities
for the prcv-sion of export credits to exporters in its
member countries, including the possibility of ADB
re-financing the export credits granted by its member
countries. The Bank would take appropriate action

depending upon the results of the study.

(iii) Commission's recommendation
"At the international level, talks leading to

the establishment of a multilateral investment insurance

scheme should be pursued vigorously", (Ch.§,text,p.I09)

ADB's Comments

ADB would be willing to participate in talks
with other agendies for the establishment of an inter-

national investment insurance scheme,

(iv) Commission!s Recommendation

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

ADB's Cormments

It is the ADB's policy to assist its member
countries, in appraising the terms of export credits
offered to them. However, in the last analysis it
is the capital exporting countries which will have to
provide the solution te the problems created by
export credits by refraining from offering such cre-
dits on onerous terns,

(v) Com mission's Recommendation

"Preparations should begin at the earliest
possible moment for establishment, where necessary,of
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 provide the necessary reporting services

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

ADB's 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.

Commission!s Recommendation

"We recommend greater help to development banks
and similar institutions in developing countries."
Ch.9, Text p.179).

ADB!'s 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, ADBconvcned a meeting of the heads-of
Afri¢an 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 a2ll 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.

Commission!s Recommendation

Multilateral agencies should extend the practice
of joint or parallel financing of projects (Ch.9
rec.6, page 189).

ADB'!s 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
another international agency.



(vidii)

(ix)

(x)

= 1% =

Commission'!s Recommendation

tAid-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 ADB 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.

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".

ADB'!'s 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.

Commission's Recommendation

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

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

The ADB believes that technical assistance should
be integrated with capital assistance, for, in
the absence of a reasonable prospect of financing
of the capital costs of a project, trkz provision
of technical assistance becomes merely an academic

exercice.

9, Invisibles

In the context of mobilization of resources the role of
domestic savings cannot be over-emphasized. In this field, over
the last two years the ADB has been engaged 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-regional levels, The aim of the ADB is to
evolve arrangements which will enable its member countries to
retain within Africa the greatest part of the insurance and
reinsurance premium and shipping revenues which at present flow
abroad. As is well known, such invisible cutflows ccntribute
substantially to the drain of the local resources that are badly

needed for development of African countries.
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MAMOUN BEHEIRY
PRESIDENT

asiouan, 13 February 1970~

Mr. Mohamed Shoaib,

Vice-President,

International Bank for Reconstruction
and Development,

1818 H Street N.W.,

WASHINGTON, D.C. 20433

U.S.A.

Dear Mr. Shoaib,

I have pleasure of informing you that the African
Development Bank (ADB) has had the opportunity of examining
the Pearson Commission's Report on International Development.
For this purpose, we have also made use of the services of a
number of distinguished African Economists.

In forwarding herewith ADB!s comments which were
greatly assisted by the deliberations of the African
experts, I would like to pay tribute to the excellent
work of the Right Honourable Lester Pearson and the
members of his Commission.

I hope these comments will be helpful to the
common objective to which we are all striving; which
is, the promotion of social and economic development
and towards genuine partnership in development.

With best personal regards,

Yours sincerely,

~ Mamoun Beheiry
President
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February 11, 1970

Mr. Arthur Karasz

Director

Furopean Office

International Bank for Reconstruction
and Development

4 Avenue d'Iena

Paris l6e, France

Dear Arthur:

ing the May seminar for African diplomats to discuss the Pearson
and Jackson Reports, I note that you think you might have some
difficulty keeping 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,

Michael L. Hoffman
Assoclate Director
Development Services Department

MLHof fman/pnn
- f Y,
’/A f Vo, '_;..'/-)'-T‘--"’,'-’ *
(Incoming/ temporarily retained in DSD)
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February 4, 1970

Lady Jackson

Albert Schweitzer Professor in
International Lconomic Development
Columbia University

622 West 113 Street

New York, N. Y. 10025

Dear Lady Jackson:

Thank you for inviting me to the Conference on the Pearson
report. I shall be glad to attend the meetings scheduled for February
20 and 21 in New York. My colleague William Clark has already
indicated to you that I shall make my own arrangements for travel and

hotel accommodations.

Sincerely yours,

John H. Adler
Director
Programming and Budgeting
Department

Enclosures
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PEARSON COMMISSION RECOMMENDATIONS

In pursuance of the procedure indicated in the President's
Memorandum dated October 10, 1969 (SecMb69-472), there are attached
hereto analytical memoranda dealing with Recommendation Nos. 12, 25,
26, 28 and 29 in the list set out in the attachment to the memo-

randum of October 10.

Distribution:

Executive Directors and Alternates
President

President's Council

Executive Vice President, IFC

Vice President, IFC
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

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

|WORLD BANK

OFFICE OF THE PRESIDENT

DECLASSIFIED
‘ CONFIDENTIAL
MAY 20 2022
WBG ARCHIVES February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: PEARSON COMMISSION RECOMMENDAT IONS
G TO CORLD K 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.

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

TS 97 A e
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OFFICE OF THE PRESIDENT
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CONFIDENTIAL
: MAY 20 2022
WBG ARCHIVES 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.'l

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 groupsLL

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 critical 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 to differ from one another, is a delicate
and complex task, the difficulty of which 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 example, 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 30 countries, and others as well,
could benefit from regular aid coordination exercises.

As of now, the Bank takes principal responsibility for 9 of the 12 co-
ordinating groups referred to above: the India and Pakistan Consortia, the
Consultative Groups for Colombia, East Africa (Kenya, Tanzania, Uganda and the
East African Community), Ghana, Korea, Morocco, Tunisia, and Ceylon. The Bank
also provides economic reports which serve as the basis, or one of the bases,
for the deliberations of the following coordination and review groups: the
Inter-Governmental Group for Indonesia (chaired by the Government of the
Netherlands); the Turkey Consortium (sponsored by the Organisation for
Economic Co-operation and Development with an independent chairman); and the
Inter-American Committee for the Alliance for Progress (CIAP) reviews. In
addition, the Bank has provided analytical reports for the informal, although
quite active, aid coordination group convened by the Government of Guyana, and
has participated in the discussions of that group.

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 responsibility
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 the 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. 1In
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.l/ 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.
/ﬁﬂw<’l/<“~‘*—
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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.''l/

Background

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.



Analysis

Insofar as the recommendation urges the Bank, as an agency providing devel-
opment finance, to emphasize the implications of the population problem for
the productivity of all development efforts, I am clear that the Bank should
accept it. My first address as President of the Bank, at the Annual Meeting in
1968, identified the population problem as one of three requiring special atten-
tion by the Bank Group. It noted that the Bank was concerned above all with
economic development, and that the rapid growth of population was one of the
greatest barriers to the economic growth and social well-being of its members.
1 proposed that the Bank should, among other things, take steps to let the de-
veloping countries know the extent to which rapid population growth slows down
their potential development, and that we should look for opportunities to pro-
vide advisory assistance to, and finance facilities required by, member coun-
tries to carry out family planning programs.

As the Directors know, a Population Projects Department and a Population
Studies Division have been established, and we are prepared, as our professional
staff in the relevant disciplines is built up, to offer technical advice to gov-
ernments in need of it. 1/ We are also willing to offer financing where feasible,
although the immediate need appears to be more for counsel than for funds. Fur-
ther, each of our country economic missions to a country experiencing an excessive
rate of population growth will include in its report an analysis of the problem
and a candid discussion of the government's action or inaction in endeavouring to
meet it.

The Commission also recommended that the implications of population growth
for all aspects of economic development be brought home to the developing coun-
tries "in aid negotiations". Presumably the reference to "aid negotiations",
in its application to the Bank Group, is not to be literally construed to mean
the actual negotiation of loans or credits. The approach we have followed,
which I believe we should continue to follow, is to take account of population
growth as one element, albeit one deserving of special attention, affecting
development potential and performance, which we evaluate in the course of a
continuing dialogue with the member concerned on economic policies, the direc-
tion of the development effort and the flow of development finance.

Some of our developing country members do not yet accept the thesis that
high rates of population growth inhibit their development prospects; others,
while recognizing the problem, have not yet adopted a policy to deal with it;
others have adopted official family planning programs, although in many of
these countries the will and the organizational measures needed to carry out such
programs are lacking. Our role and our action in each case must be adapted to

1/ We are cooperating with the UNDP, the United Nations and the World Health
Organization in this area.



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, while recent, already
has taken quite varied forms. The first Bank mission sent anywhere to appraise
a specific proposal for the financing of afamily-planning project went to
Jamaica toward the end of 1969, after two earlier missions had helped the Gov-
ernment consider how to enlarge and organize its family-planning activities; am
expert later went to Mauritius to help the Government in its consideration of
whether and how its present support of private family-planning organizations
might evolve into an enlarged, official program; at the end of last year a
special mission was sent to help Tunisian authorities design an enlarged family-
planning program; and a Bank team has been selected which will visit Pakistan
in the first part of 1970 to try to estimate the current and possible future
impact of family-planning activities on population trends in that country.

In Indonesia, the Bank has been engaged in a cooperative effort along
with the UNDP, the United Nations and the World Health Organization: together
with them, it has sent a mission to assist the Government in the preparation of
a large-scale family-planning program and in the identification of projects
which ultimately may prove suitable for external finmancing. In India, the Bank
has been assisting in an effort to encourage and coordinate external aid to a
population program: the Bank helped to prepare the way for a U.N. mission which
visited India early in 1969 to make an analysis of the organization and effec-
tiveness of the Indian program; and in November 1969, in Stockholm, the Bank
chaired a consortium meeting devoted entirely to the program and means of sup-
porting 1it.

Conclusion

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 believe 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 and, where necessary, in finane-

AT S 9D A e
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MEMORANDUM TO THE EXECUTIVE DIRECTORS
WBG ARCHIVES
Subject: Pearson Commission Recommendation No. 26 Concerning Education

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/

Lackground

This recommendation is meant to apply to research and experimentation
within individual developing countries, not to abstract or general studies.2/
1t 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.
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may be somewhat speculative, the Commission felt that they should be financed
on easier than conventional terms. We understand that it also felt that de-
veloping countries, since they often are quite conservative in their views
about education, might need the incentive of concessional terms to interest
them in more modern and innovative educational practices.

o Sk

I fully share the Commission's views about the desirability of moderniz-
ing education and training in the developing countries.

The process of devising and applying new techniques embraces a number of
elements: the development of new course content, preferably through research
and experimentation; the devising of new teaching methods, often in experi-
mental classrooms or experimental schools; the development or choice of in-
structional materials (which may range from books and tapes to television and
computers); the training or re-training of teachers (and school inspectors)
to handle the new elements; and the preparation of building designs and con-
struction standards appropriate for the new techniques. These activities may
be carried on singly or in various combinations (as, for example, in educa-
tional institutes). Bank Group financing of these kinds of activities can
and will be much intensified.

I do not agree, however, that, within the Bank Group, IDA should invari-
ably be the source of finance for research and experimentation. Clearly,
rauch of the developmental work the Commission had in mind will be done in
countries which receive assistance from IDA. But the purpose of IDA's pref-
erential terms is to assist governments which have difficult balance of pay-
ments or resource mobilization problems, not to support particular kinds of
projects. Developmental work is such an integral part of, and so necessary
to, any educational system that it should be financed in accordance with the
normal budgetary and financial practices in the country concerned, and should
therefore be treated as appropriate for Bank financing in countries which are
not receiving assistance from IDA.

The argument that special terms may be needed as an incentive is like-
wise difficult to accept as a generality. Countries which need such incen-
tives are likely to lack a fundamental commitment to educational reform; the
record unfortunately shows many examples of experiments which were continued
so long as they were financed on easy terms but which recipient countries
made no effort to follow up or to apply on a wider scale. The willingness of
the Bank or IDA to finance research and experimentation would, in itself,
usually imply a willingness to finance the larger project that would be the
sequel, so that it should not be necessary to offer an additional incentive.

Recommendation 26(b)

"Greater resources for education should be made available for: ... (b) a
systematic analysis of the entire learning process as it applies to de-
velonine countries'.l/

1/ Report, page 207.



Background

Like recommendation (a), this recommendation was intended to apply to
specific analyses within individual developing countries, not to analyses
in general. By ''the entire learning process' the Commission meant both
formal and informal education; we have been advised by the Commission's
staff that the phrase was used in an effort to escape from stereotyped think-
ing about traditional educational structures.

Analysis

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 effect five years ago, the missions
dispatched by Uresco were intended to identify projects suitable for Bank
Group financing and, to the extent necessary, to help in the preparation of
these projects for consideration by the Bank. This procedure would have
been satisfactory had there existed, in every country where educational de-
velopment was of potential interest to the Bank Group, adequate information
concerning the educational effort as a whole and an adequate plan of educa-
tional development, to provide the basis for evaluating needs and selecting
projects for financing. In fact, these two conditions often are not fully
met.

In recognition of this fact, we have suggested to Unesco, and Unesco
has agreed, that in the future the work undertaken 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.
A ST e A e
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OFFICE OF THE PRESIDENT CONFIDENTIAL

February 3, 1970

MEMORANDUM TO THE EXECUTIVE DIRECTORS DECLASSIFIED

MAY 20 2022
Subject: Pearson Commission Recommendation No. 28 Concerning

Country Economic Reports WBG ARCHIVES

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.



Analysis

My memorandum analyzing the Commission's Recommendation No. 12, on aid
coordination, outlines the scope of the Bank's expanded country 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 more comprehensive than they were in the past.
The Bank will make these reports available to the various consortia and consul-
tative groups,l/ and we would expect to make them available to any new multi-
lateral groupings which may be formed. I see no difficulty, therefore, in the
Commission's proposal that the Bank accept reporting responsibility for such
new groupings, if it is asked to do so.

I think we ought also to accept the Commission's implicit suggestion that
we should respond positively to any opportunities to help the regional banks
to develop their capacity for economic reporting. In addition to our present
practice of making our economic reports available to the regional banks, I
think that we should also, in appropriate cases, invite the regional banks to
designate staff members to participate in our economic missions, and that
Bank missions should, as a regular practice, give high priority to consulta-
tions and exchange of views with regional bank headquarters. Moreover, where
a regional bank has developed a special competence in or knowledge of a parti-
cular subject, we should draw upon it. The Inter-American Development Bank,
for example, has done considerable work on regional economic integration prob-
lems., and has pioneered in refinancing export credits, subjects likely to be of
interest to our economic missions. I have, accordingly, instructed the respec-
tive Area Departments and the Economics Department to keep in mind the desira-
bility of taking action along the foregoing lines.

I do not believe that it is necessary or desirable to take any position
now with respect to the Commission's suggestion that reporting responsibility
for some of the smaller countries might eventually be passed to the regional
banks. This matter should, I believe, be explored at some later stage. The
questions which would then need examination would include the receptivity of
the regional banks themselves to the assumption of this responsibility and
the attitude of the developing countries involved and of any coordinating
groups concerned with those countries.

Conclusion

I believe that we should accept the Commission's proposal that the Bank
initially undertake to provide reporting services for any new multilateral

1/ In addition, country economic reports are received by the members of the
Bank through the Executive Directors, and are also routinely sent to the
United Nations, the U.N. Development Programme and the UNDP Resident
Representative concerned, the appropriate U.N. regional economic commis-
sion and regional bank, and the relevant specialized agencies.



= 5 -

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.

A S 9D A e
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OFFICE OF THE PRESIDENT DECLASS‘FIED CONFIDENTIAL
MAY 20 2022 February 3, 1970
WBG ARCHIVES

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/

Background

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.



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 complying 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 be economically or financially justified only
on the basis of a substantial subsidy. During the past fiscal year, no project
financed by the Bank or IDA had an economic return estimated at less than 9%Z: on
average, the estimated economic return was about 15%. Such projects do not need
subsidized financing. To finance projects providing a return so low that they
require concessional terms to be viable would constitute a misuse of s:arce 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, i.e., that the terms of Bank Group lending
are too hard for 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 ought also to blend Bank and IDA funds in more
countries. The over-all amount of blending operations in which we can engage
depends, of course, upon the adequacy of IDA funds. The Commission itself has
proposed a substantial increase in IDA's resources.l/ As the Executive Directors
know, I hope that by June 30, 1970, the Part I countries will have agreed upon
the arrangements which they will propose to IDA for a Third 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, whether the funds are provided by the Bank or by IDA or by both in-
stitutions jointly. Accordingly, there is no reason to adopt a policy of deliber-
ately emphasizing blending on a single project basis, as recommended by the
Commission. However, to the extent that the availability of IDA funds permits,
and where creditworthiness considerations suggest that it would be desirable, we
should increase the over-all amount of Bank/IDA blending, on a country or project
basis as appropriate, and extend the blending technique to a larger number of

ST S 97 A e

1/ Report, page 224.



Mr. McNamara January 22, 1970
Richard H. Demuth

Pearson Commission rts

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

The following three of these have been reviewed by Messrs. Knapp,
Aldewereld and Friedman, as you requested, and are ready for submission
to the Directors:

No. 25 ~ Population Problems
No. 26 - Fducation
No. 29 -~ Blending of loans and Credits.

I have not circulated these to the Board because I wanted to in-
clude them in a package with the other three, which are much more sub-
stantive. On these other three, as you know, Burke has some changes to
suggest which I hope we can discuss with you next Monday:

No. 12 - Aid Coordination
No. 14 - Debt Relief
No. 28 - Country Economlc Reports.

For your information, I expect to have three or four additional

memoranda in this series for your review next week, These will include
Local Currency Financing, Program Loans, and Financing of Research.

RHD:tf
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Mr. Irving 8. 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 wish inadequate or no
evidence to support them. It assumes, for example, that formal
coprdination 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 whieh has not wanted to be coordinated.

On page 5, the paper recommends that all groups should meet
regularly. Regularity is, for buresucratic 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 statement 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, out 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 countries, 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 #n a position to
make some of the more sweeping recommendatimns 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.

AStevenSOj;fi)
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Mr. Richard H. Demuth January 1L, 1970
Piero Sella
Pearson Commission. P No. - Progran
In Mr. Broches' absence I have read the draft paper No. 19 and
I have the following comments to make:

(i) The second par _@mm?uhmm.m
Bank has - creditworthiness in determining

(141) I think that if a countyy, in the cases mentioned on page 10,
mwdwwmmmucﬁmmmmmld
uwmmmm;mpabntwmthan sufficient foreign

mmamwmmmmmumu. The
iwlmaﬁmuthatmhmwuwdhathhm;
structural disequilibrium, mt:.t-ighthonumdthatmadautmnt
mmmwummmmuamomm.
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ASIAN DEVELOPMENT BANK

COMMERCIAL CENTER P. O.BOX 26
MAKATI, RIZAL D-708, PHILIPPINES

TELS. 88-87-8!, 82 -26-I1
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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, 84.As

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



RENEIVED

il 988 i 910

GEMERAL FILES
CDH“-\?._‘IH'N:;“T\ONS



Mr. J. Burke Knapp January 9, 1970
5. R. Cope

Pearson Recommendation on Debt Relief

1. 1 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 loams 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
provisions of its loan contracts, and, in fact, in the few
instances in which an amortizatiom schedule of a Bank loan
has been changed, it has been done under these general powers.
The question is thus one of policy rather tham of law.

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

p)
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SRCope :mmr
cc: Mr. A. Broches
Mr. 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. My comments are

indicated by the pencilled changes.

cc: Mr. Cope

JBK :ism
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Mrs. Shirley Boskey December 29, 1969
William S. Gaud

Pearson Commission Recommendation No. 14

| have no comments 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 | have not yet worked in this
bullding long enough to feel easy about this premise.

It seems to me that the Bank's earnings are sufficlently
large for It to be able to face such problems as these directly.
It may be that there will be some sltuations -- or that the time
will come -- when the Bank will not be able to participate fully.
But | find It hard to accept the general proposition that the terms
of Bank loans to debtor countries should not be rescheduled.

WSGaud :dbs
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December 29, 1969

Mr. Takeshi Watanabe, President
Asian Development Bank

P.0. Box 126

Makati, Rizal

Philippines

Dear Mr. Watanabe:

In a report which I have just read about the DAC meeting
on Southeast Asia, you are reported as having said that the Asian
Development Bank has prepared a position paper on the recommenda-
tions of the Pearson Commission which are addressed 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 similar analysis
for him. If your own paper is not confidential, would it be pos-
sible for you to send me a copy?

Our own plan is to have a series of papers prepared for
our Executive Directors, on the basies of which we expect to sub-
mit a report to our Board of Governors before their 1970 Annual
Meeting.

With warm personal regards and all good wishes for the
holiday season, I am,

: Pirector
Development Services Department

RHD: tf

Ll



g W A
t"‘f‘.u."’! P R AR

Zi?'éﬂ/géfl;‘?

December 23, 1969

Lady Jackson

Albert Schweitzer Professor of
International Economic Development

School of International Affalrs

Columbia University

622 West 113th Street

New York, N.Y. 10025

Dear Barbara:

Thanks for your letter of December 12 asking
me to attend the conference in New York on February
20 and 21. | will be glad to do it and am looking
forward to it.

Merry Christmas!

Yours,
; 5
1) 2 VG
William S. Gaud
Executive Vice President

WSGaud :dbs

Questionnaire returned w/letter
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Mr. William Clark December 17, 1969
Mr. H. B. Dunkerley

itation for Mr. Forbes Watt the Meet on the Pearson

Mr. David Forbes Watt of the FAQ/IBRD Program, Investment Centre
called at my office yesterday to ask if there were any possibility of
receiving an invitation for the meeting in February on the Pearson
Commission Report at Colombia University organized by Lady Jackson.
Having just returned from Brazil, he does not know whether other persons
from the FAO have been invited, but feels that it would be useful if the

Investment Centre were represented. He will in any case be in Washington
from mid-January to mid-March.

iundarifmcunldeupewiththia?

H.B. Dunkerley/hb >



Form No. 57

TO:

FROM:

SUBJECT:
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Richard H. Demuth

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, L%, 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.

L1 OIUCTT LAy SEEI
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Columbia University in the City of New York | New York,N.Y. 10025

622 West 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. 1In 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
Jevelopment 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 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-
mert banks 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, André Philip, Edward Mason,
Hollis Chenery, Paul Streeten, Max Millikan, Dudley Seers, I1.G. Patel,
Mahbub ul Hag, Philip Ndegwa and E.N. Omaboe.

We very much hope you will be able to join us for these discus-
sions. 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 organi-
zation and coordination inYalved.

3

) s sincerely,
Mr. William Gaud DEC 1§ & 0n 13 2 E’CL
World Bank
1818 H Street, N.W. Lady Jac son
Washington, D.C. 20433 S LA Albert Schweitzer Professor of

International Economic Development
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Mr. McNamara December 12, 1969
Richard H. Demuth

Pearson Commission tions No. 12 on Aid Coordination and No.
on

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 neetings 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, thie 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, L%, 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.

RHD: tf
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SecM69-511

FROM: The Secretary December 12, 1969

PEARSON COMMISSION RECOMMENDATIONS

Attached hereto for information is a copy of a summary analysis
of the kinds of joint financing arrangements in which the Bank or
IDA has been involved through 1968. This document is referred to in
the President's memorandum of December 11 on Recommendation no. 16

distributed under report no. R69-232.

Distribution:

Executive Directors and Alternates
President

President's Council

Executive Vice President, IFC
Vice President, IFC

Department Heads, Bank and IFC



(1)

BORROWER
(HIARANTOR
ORTOIN OF JOINT FINANCING

IBRD/IDA JOINT FINANCING OPERATIONS WITH U.S. DLr/amd Y

(Millions U3$ Bouivalent)

JOINT LOAN TERMS AND COWDIT ION3
AND OTHER FINANCING ARRANGEMENTS

SPECIAL PROVIZTONS IN LOAN/CREDIT DOCUMENTATION
TiTER-AGENCY AQREEMENTS
MWD OF PROCUREMENT

April 5, 1955

$26.6
#d.o

Bank Loan: $18.0
For 25 years, including b yrs,
grace at L. 3/l percant intarest

Republic of Faru

TU.5. participation was a result of
normal U.3. operations in Peru and
Oovernment's request for assistance
towards locel currency financing of
project.

U.S.A. PL-4B0 Punds under Mutusl Security
Act: $2.6 for 20 yre. including L yrs.

gracs nt ¥ percent interest to cover local
currency coste of "farmer ssttlsmant” phasa
of program. HRepayment was 50% in dcllars,
508 in local currsncy,

Govermment provided remaining $6.0

Normal meparats lomn documentation batwess Bank and Borrower
and betwsea U.8. and Borvower. No cross-conditions of
offpotivencss or defanlt.

No inter~-sgency agreements; U.4, contribution affecti
mupplemented Novermment contribution to finsncing of 1o
currency cofta.

Mormsl Bank procurement and disbursament procedurss,

IERD Loan 176 BC
Highway maintenance end construction

Septexber 20, 1957

$23.0 revised to $32.1
$10.3 » o« g3

Bank Loan: $14.5
For 20 years, including l yre.
grace at 5.3/l percent interest

Republic of Ecusdor

Banic did sesk DLF contribution

currency inancing as bettar altarna-
tive than inflationsry Central Bank
finsncing,

U.5.A, OLF: $5,3 (untied) divided hy indeter-
minate amcunte into Lomn A and B.
A: Dollar purchases of sucres from Central
‘or 18 years, including 1 yr. grace st
P porcent interest. DLF option to call for
repayment in dollers up to 2lst instellmsnt on
principal, ctherwise repayment was in sucres.
Loan Br Sucres obtained by DLF from ciher sowrces
with terms to be nagotiated and rapayabls in
sucres.

Oovt. provided remsining $11.2

Horwmal lean decumentstion betwean Bank and Borrowsr ar
ILP and Borrowsr. o cross-conditions of effectlwar
default.

Bank lcan affective in January 1958, amd Bank Agreesnnl po
vided that “until the Project shall keva been cerried ow
the Borrowoer shall not hersefter incur sny irdebtedness ©
terslgn emrerenoy to flnence In whols or in yert ey @
conetiue tlon, mmoops troe tion or madntepence, ¥ without Bank
opproval. ILF losn slgned Worember 1959, bafore Bak was
vonmlted. Aftsr consultation with DIF and Borrowar, Bank
approved DIF loan Decembar 1959.

No Mamorandum of Understanding, but infermal sssurance [rom
DLP that certain movisions of its losn contract restrictlng
procuresent to specific coumtries (ICA Cods 899) end requirs
DLF to revisw of all contracts did mot apply to procurament
with Bank fnds.

Bank procursmant by internsticnsl compotitive bidding.

Bank disbursement ageinmt separats list of goods ou perowniage
hasis: LSS, reprasenting the sstimated forolgn exchange com-
ponent,

IBHD Loan 155 D
Road Construction

Republic of Honduras
In view of fiscal situation of

U.5.A. DLF: $5.0 (untied) for 20 years, J.nulm.‘dn;
1 yr. grace at F percent interest. Repay in
local currency.

Formal loan documsntation between Baunk and Borrower and between
LLF end Borrower, includlng cross-conditicns of affactivencas
and defwnlt.

May 9, 1958 Borrower Bank sought local
currancy financing. Inter-agency "letter of Understanding® widch included all the

$10.5 standard provisions of IBRD/DLF-ATN Memorandum of Understandins

5.5 (ef. IERD Loan 259 NI, below).

TEAD Loan: $5.5 for 20 yrs., in- Procursment of Bank/DLF financed goods and services on ths

ﬂwg yra. grace at 5.3/8 percent besis of international competitiwe bidding.
Disbursowant on separate sppliecstion for reimbursewmant Ly
Barrower to Bank and DLF for foreign and local currencr coata
respectively.

IERD Loan 240 IRN Industrial and Mining Development U.S.A, DLF1 $5.2 for 15 yra., including 3 yrao, Normal loen documentation botween Bank and Borrower/Gusrantor

Indurtrial Development Project
Wroember 23, 1959

% .4 at least, with actual amount to
be determined as IMDBI goes into
oparation.

IBRD Loan: $5.2 for 15 yrs.,

ineluding
S yre. grace at vardous intarest rates

to be determined as the loan is drawn

exchangs coats of these projects.

.

Bank Loan to cowar only forelgn

Bank of Iran (IMDBI)

Joint finsncing e result of Bank's
sarly role as advisor to the Govern-
ment and privats U.3. sponsors on
the establishment of IMDBI and re-
quest of Oovernment to DLF for
additional foreign currency finan-
cing.

grace at 5.3/L parcent intarest. DLF funds to
be used for foreign exchange costs of projecta.

Share capital: $5.3 of which $3.2 Iranian;
$2.1 foreign. (U.8., U.K., French, Garman,
Ttalian, Belgian, Dutch investors.)

Government Advance: $0.0

8) subordinated to othar debt in the event
% of ll.qnjdlt!.m
ranking ~passu with share capital;
ug %;u repayment in 15 annual
l.nlt&llmta to begin 15 years after
disburssment.

and between ALD and ower, with crosg-comditions of
offectiveness snd default. IMDEI also ap-«ed that 1t weuld
commit the procesds of the Bank Loan por!-passu with procesds
of the ILF Ioan

No Memorandum of Underotanding, tmt soms infermel cooperation
with DLF in tho project.

ational Deval t

1/ Dovelopment Tosn Fund until Novembar 31, 1961, thersafter Agency for Int

Subsequant to October 20, 1959 US foreign assistance has been tisd to procurement in the U&\ or in the bu-mu-,:‘pam.n country.



TYPE OF PROJECT
ADREEMENT DATE
TOTAL COST

FORETON EXCHANOE COMPONENT
BANK/IDA = LOAN/CREDIT

e

IBRD/TDA JOINT OPERATIONS WITH U.S. DLE/AID &/

'BORROWER
GUARANTOR
ORIIIN OF JOINT PINANCING

(Millions US$ Bjuivalent)

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCTNG ARRANOEMENTS

SPECIAL FROVISIONS IN LOAN CE
INTER-AGENCY AOREEMENTS
METHON) OF FROCUREMENT

IBAD Loan 259 NI
Ric Toma Hydroslectric Project

June 22, 1960

$20.8
#1h.5

THAD Loan: $12.5 for 25 yre., including

£ yrs. gracs at 6 percemt intersst.

Empress Nacional de Iuz y Fuesa
(BNLF)

Ouarantor: Republic of Nicaragua

Borrower sought additional local
currency financing from DLF.

U.5.A. DLF: $2.5 (tied) for 20 yrs.,
including 1 yr. grace at ¥ parcent
intereat. Repayment in local
currency.

Govt. of Nicaragua: $1.8
ENLF: 4.0

Documentation as ln IBRD Loan 14 90, mut wi
Mamor andum of Understanding, agproved by toes J
included:

a) gensral description of [lianc!ng areangwne

b} agreement that as a result of each sgency’
the Borrower, “approval of bolh is sequl
certaln actions and desumsnta pertaining b

e} the right of both institutions to receive reporta and Inspect
the project;

d) agreement of both sgencies to collaborate clesely !
execution of the project, and OLF intealion, La =
Bank's administration - e Bank toan for Lh
cartain aspecta of thne DLF loan," Lo tne =
with DLF operation:

e} FEankt agroemsnt to inform the [ of co
af consultants, sontracts end contract
proposed to take, with a view to anabli
comment therseon;

f) Bank agreement to keep DLF informed on the progrecs of the
project based on Bank end-use lnspection:

g agreement of Bank/DLF to lnfurm esch sthes Ll any e+
to their knowledge which sught alfect ar impade
in the event of differencs of vwiew on astion to be
ment to use thelr best afforts to resolve tha
acting j and ULF agrasment
to the use of its funds

NOTE: This Memorandum of |
Agrasmunt was signed. Ioae basie aut]
the Memorandum of Understanding accoupenyleg [BRU Losn JT0 4
and subseguently adapted for [ERD loan 259 K, a3 wall es 5
Loans: 261 HO and 25l PAN beluw.

s
s gnd «f tha
; OLF promptly

Bank procurament on Lhe bes
Bank disbursement againsi sep

of intermational competitiva bidd
rate list of gooda.

DLF disbursement parallal with Govermment coniribui.icil fo ensure
debtéquity ratic would remain constant or fall, a8 specifisd in
DLF Loan Agreement.

DLF Loan Agreemsnt wlth Porrower delegated to the Bank the
following functlons:

i) review of contracts and approval of contractare (sec 1.03);

i1) approval of engineering consultants and Lerms of
employment (sec. 5.04{d)}).
i11) approval of management consultants {(sec. 6.08)

TBRD Loan 261 HO
Canaveral Hydroelectric Project

June 29, 1960

$1h.5
$ 5.0

THRD Loan: $8.8 for 25 yrs., inclu-
ding L yrs. grace at & percent
interest.

Espresa Nacional de Energia
Electrica( ENEE)

Ouarantor: Republic of Honduras

Borrowsr sought additional local
currency finsncing from DLF.

U.5.4. DLF: 2.8 (tied) for 25 yra.,
including 1 y. grace at ¥s percent
interest, of which $1.? cancelled.
Repaymant in lecal currency.

ENEE: $2.9

Government Central Bank [loancing of
DLF cancellation, i.e., $1.2.

Documentation as for IBRD Loan 259 NI, except that OLF disbursement
not parallel to Jovernment disbursemsnt, and Lhers wes no specilic

delegation of functions mentioned in the DLF Agreessnt (efi 1, A,

11i, 259 NI, sbove).

Memorandum of Understanding prepared after Loan Agreement oigmed
@8 in [BAD Loan 259 NI.

Following change in Goversment of Honduras in Septamber 1963, ILF
discontinued disbursement and cencelled the remainder of Lta lean,
1.0, 3.2,

TBRD Lomn 26L PAN
8econd road project. Construction
of feedsr roads.

August 19, 1960

$1bL.5
$ 7.2

THRAD Loan: $7.2 for 15 yrs., inclu-
ding L yrs. grace st 5.3/L percent
interest.

Republic of Panama

Borrower scught additional local
eurrency financing from DLF.

U.5.4, ILF: $5.3 (tied) for 15 yrs.,
including 1 yr. grace at 3 percent
interest. Repayment in dollars.

Government of Panama: $2.0

Documentation as for 261 HO, except Memorandun of Understending wlpo

provided that:

a) at requeat of the Borrower, the Bank would forward to DR
notification of all charges to the Loan Account, "which acti
will inform the DLF that the Bank has found the Horrower's
request and documentaticn satisfactory for, =nd has meds, the
requested disbursement [rom the Loan Accounti®

b) Bank agreement to consult DLF before making any cnanges ln Lhe
Bank "list of roads or the order of their construction;”

) Bank agreement to notify DLF of results of its review of coolracts,
contractors, consultents and design standards of the project and
the artion the Bank proposed to take, with the aim of resching a
common viewpoint on actlon to be baken.

Memorandum of Underatanding prepared after Loan Agreement $lgned as
in IBRD Loan 259 NI.

Foreign Procurement on the basiz of international compstitive Bldding.
Disbursement on a percentage basis: SOE [BAD; 37% DLF, according to

the individual procedures of each agency for satimated forolgm asd
local currency expenditurss respectlively.

IBRD Loan 2T1 FE
Agusytis-Fucallpa Roed construction
and tion

December 19, 1560

$11.0
$ 6.2

IBRD Loan: $5.5 for 15 yrs., inclu-
ding L yrs. grace at 5.3)/L percent
intersst,

Republic of Perw

Bank sought additicnal local
currency finsncing.

U.S.A, DLF: $4.5 (tied) for 15 yrs.,
including 1 yr. grace at ¥s percent
interest on the dollar disbursement
of up to $3.5; L parcent interest on
locsl currency disbursement of up to
$1.0 (ef. IBRD Loan 176 EC).

Government of Peru: $1.0

Documentation as for I[BRD Loan 259 NI, except Memorandum of Unders

standing also provided that:

a) at requeat of the Berrower, the Bank would forward to OLF
notification of all charges %o the lLoan Account (of. [BAD Loan
26l PAN, ahbove);

b) agreement that Bank and DLF nave parallal rights wiih respeci to
approval of copsultants, contractora, contracts, and general de-
sign standards for the project, and that neither the Bank nor
DLF will indicate approval or disapproval on thess matbers witn-
out having consulted the other.

Bank procurement on the baais -f

Bank disbursemsnt agalnst own lis: of goods on a
508, representing the estina~ed foralyn excnunge o

DLF disbursed 501 of local currency cost, and the dovernment Lus
othar

(NOTE: The Memorandua of Understanding (or tnls project uas ine
first such agresment and wad usod w3 & patt [
Memoranda subsequently povernlng Jolnl admintairat
of IBRD Loans: 299 NI Onl K 2ok VAN

1/ GSee page 1.




TIPE OF PROJECT

AGREEMENT DATE

TOTAL COST

FORETON EXCHANGE COMPOWENT
BAWK/IDA - LOAN/CREDIT

TBAD/TIM JOTWT OFERATIONS WITH U.5, DLE/ATD L

DORROWER
(UARANTOR
ORIGIN OF JOINT FINANCING

i
1/
(Millions US$ Bguivalent)

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCING AREANGEMENTS

SPECIAL PROVISIONS [N LOAN/CREDIT DOCUMENTATION
INTER-AGENCY AGREEMENTS
HETHOD OF PROCUREMENT

IBHD Loen 286 AR
Road reconstruction snd improve-
mant

June 30, 1961

Or Final
7 BT

3 8.5 $32.0

IBRD Loan: initially $48.5 and net
of cancellations: §31.0 for 16 yrs.
including b yrs. grace at 5.3/
percent interest.

Cancellations: July 26, 1965..816.5
Angast 28, 1966..8 1.0

Republie of Argentina

Joint financing a result of Govarn-
mant's and Vialided's (Direccion
Nacional de Vialided, an sutonomous
Governmant agency) deteriorating
financial situstion, snd subsequent
inability to meet their commitmants
undar the loan Agreement. Government
requestsd AID to cover part of local
currancy costa of original project.
Unfinished part of project was than
cancelled by Bank. Ultimately, the
Bank and AID were finsncing 100% of
21l project costs.

Original Government econtribution:
$61.5.

TGovernment contribution after AID Loan
($30.5) granted: $31.5 untii original
project revised down, at which time the
Goverrment centribution fell to zero,

US-AID contribution: $30.5 (tied) Loan
signed March 18, 193 for S0 yrs. inclu-
ding 10 yr. grace at 3/ of L parcent
intereat from Alliance for Progresa ra-
sources.

IBRD Loan 299 CR

IDA Credit 10 CR

Road econstruction and maintenance
project

Octobar 13, 1961
$13.2
0
+ Loan: #5.5 for 15 yrs., inclu-
aing 5, 3/, parcent interest.
IDA Credit: $5.5, repayable on

normal IM terms. Cancellation:
$0. 950,

Republic of Coata Rica

Joint finaneing a result of detarior-
ating Oovernment financial situation
and request to AID for assistance in
financing part of the local

component of the Bank project. AID
contribution part of 0.5, $10.5 budgst
support operation.

U.5.4. AID: $2.1 for 50 yrs., including
yra. grace at 3/l of 1 parcant intes-

eat.
ance for Progress funds.

Repayment to be in dollare.

Government of Costa Rics to provida re-
mainder: $0.1.

Alli-

ation belvean Borrowsr and IEAN
No crosa-conditions of sffectivemess

Mormal, nsparate loan
between Borrower and AID.
or dafsult.

Ho Hemorandum of Understanding, but close working ralationsh ip
with AID.

Hormal Bank procurement and disbursemsnt sgainst its own 1int of
goods on & percentage basis: LO¥ represanting the estlimeted foreign
axchange cost of the project.

AID disbursed 60% of the cost of worke complebed, snd in %he i
ol afficisncy mgread to utilising Bank method of disbursing diesc:
to Vialidad rather than through the Central Bank of irgentina, as
was ites ususl praciics,

Saperate, normal loan/credit documentation batween tho Tanl, T
the Borrower. Separate loan documentation betwasn 4ID end B
with no cross-conditions of affectiveness or defawlt. ATD
signed until July 23, 1%63.

o Memorandun of Understanding, but eloss working relationship botwenn
Bank and AID.

Hormal Bank/IDA procurement. 4 ita ovm
mroceduras

AYD procurament according

Bank disburssment against a list of goods for contiecoed it
on a percentage basis: 608, representing the esiimated foralpn o
component. Where AID particlpetion was involwved, ph <
of contracted construction, the estimated local cusren 7
(AID finencing was specified for 12 sub-projects within tho
Bank projsect.)

LT

Disbursement for works done on forcs seccunt made upon separece
presentetion to Benk/IDA and AID, by Borrower, of evidence of woris
completed. Bank/IMt and AID relubursed Government for the rewpes
pearcentages of eatimated forwign costs and local comts,

1BRD Loan 331 PH
Development Corporation Project

Februsry 15, 1963

THHD Loan: 5.0
Cancellation: 0,132

Tnder loan Agroement, amortization
achadules and interest rates were

to be agreed between Bank and Borrow-
er s the Loan Account was credited,
with stipulation that final payment
wan not to be later than Jarmary 1,
1978,

FPhilippine National Bank (FPNE)
OQuarantor: Republic of Philippines

Joint finsancing & result of Bank
appraisal of local end foreign ax-
change requirements for sstting up
a private devalopment corporation
in the Philippines,

U.S.A. AID: $9.6 for 30 yra., including
15 yra. grace at % of 1 parcent intersat.
Local currency gensrated by I0A doliar
disbursements for purchase of surplus
agriculture commodities.

IFC commdtment of $0.205 and stand-by
€ of $1.28.

Equity share capital: $6.l, of which
$1.48 Philippine owned and $1.92 foreign
banks and investors in U.5., U.K., and
Garmany,

FNB to relend proceeds of IBRD Loan in
full to PDCP on terms and conditions
specified in Subsidiary Loan Ag-semert
bhatwesn PNB and PDCP,

Source of AID funds authorized by pre-
decessor agency: ICA. Sec.l02 of M3A
'5h.

Normal 1losn d tation bat Bank and B: war/Quarenton
batween AID and Borrower, including croms-conditions of o 3
and defanlt. Subslidiary Loan Agreement batween FND and POGP 4
PNB delegated moot of its rights as Borrower to PDCP.

Mo Memorandum of Understanding,

AIL/POCE Loan Agreement (mec. 7.01) provided for prepayment oquivaient
of a propertion of any surplus of PDCP's net profits aftar texas and
reserve sppropristions. In such & case, Bank Agroement doco 1ot call
for pro-rate prepaymant of Benk Loan, but Subsidiary Losn £ AN
provided that any other circumstence of prepeyment pelor to mntu-l
would require Bank approval.

Froourement end disbursewant of Bank/AID funds followed normal -ro-
cedures of sach agency respectively as projacts were implemeritad by
POCP,

IBRD Loan S57 0UT
Bokd Project

September 16, 1968

fz&rmmhgzi
mining cpara » port, railway

and towmship)
Bank ect: $83.5
port, NaY, hip and

refinancing of previcus enginsering
loan 5-1 OUT of £.7)

88L.5 for 2l yra, including S yra,
grace at 6% pervent interest.

Republic of Guinea

Joint financing of Bk project

a result of Government request for
foreign axchange financing from Bank
and local currency fimencing from
A.L.D,, for infrestructurs project
compl. to the establishmant
of a large bauxite mining operation.
Mining cperation is, in turn,
necessary for feasible Bank project.

HOTE:

For additional Bank/IT& joint

opar ations

inancing
invelving the U.5. DLF/AID see alsc the following

loans/credita:

Under "IBRED/TIM Joint Finsncing Cperations with Two

or More Co-lenders:”
383 UNI; 5LB PAK; 568 TU.

26EPAK/60 PAK; 310 GH; 3179 EC/S1 EC;

Under "IBAD/IDA Joint Financing Operations with IDB":

&1 BO

Under "IBRD/IDA Joint Financing Opsratisns with Suppliers’
]

Credite Arrangementa™: 536 C

Under "IERD/IDA Joint Financing Dperations with FACY:
Froposed Upper Volta Telecommunicstions Project,

1/ 3See pags 1.

Bank Project: $83.5

U.5. RID Loan: up to $21.0 to cover

local currency requirements, (tisd
procurement as o source and origin

either in borrower country or the 1.5, )
Repaysble at the optlon of the borrower

in local wrrency. Repayment over 30
yro. including lds yr. grace at 2sf intaas
Source of AID funds i previous sale under
PL-LB0 of agriultural commoditiss.

Oovernment contribution mnsistirg of
proceads of Bank and AID loans.

Stockholders of mining company (HALOD,
an asmodation of aix international
aluninium pmducers) to provide sny
overrun in forelgn exchange costs of
Bank pro ject.

Government executing agency for Bank
project: Office d'Amensgement de Dol
(OFAB).

Mining Profect: 355.0

Companie de Bauxite de Ouines (owned by
Halco mnd OGovernment of Guinea) is the
executing agency: 337.0 in equity capital.

Until the long-term arrangements are
completed, temporary arrangements with
a banking syndicate headed by Berk of
America have bsen made to provide
:;olr’.n; bank credi t totalling

ol

Normal separate loan documentation between Bank snd Borroye: At
betwean AID end Borrower lncluding cross-corditions of e factivensss
amd default. Special arrangensnts for the security of the 3ank lean
and for the physical completion of the project wers lncorpomted in
a Fimancinl Assurances Agresment and n First Agresmont,

Meporandum of Understending bstwesn the Republic of Guinea,
faleo and atodcholders was signed March 29, 1968, befors the
t. laid down the tmsis for negotistion of the Bank loan.

the Banl,
Lonr and

Effsctivensss of all instrumemts and agreements betwawn the Bk and
ihe Barrower, ATD and the Borrower and between the Bk, the Go rer
ard stockholders of CBO are conditions of effectivences of Bank Loan
and the Banlk would mave the right to suspend, cencal and in certain

circumstmces premature the loen if the instruments srd sgrecmemnls

affecting the Project wers modified wl thout Bank approval or
certain other designated svents wers to cceour. In add
borrover were to mopay any part of its indebtedness us

the &ID

lean agreement,it would simultanecusly prepay s proportisaste anount
of the Amnk loan, (Section 5.09).

Banle/ATD ddsbursemsnt arrangsments not yst svallebls, but ALD Loan
Agrement (Section 1.2) states: "The loan will be diabursed by AID
upor: submis slon of supparting documsntation the same ao (or, LT
specified by AID, reascnably similar to) thet required pursusnt tof
the IBRD Loan Agreement.




{11) TBRD/TDA JOINT FINANCING OPERATIONS WITH U.3. EXPORT-IMPORT RANK

BORRCWRR
GUARANTOR
ORICIN OF JOINT FINANCING

eilfe

(Miliions US$ equivalent)

JOINT LOAN TERMS AND COMDITIONS
AND OTHER FINANCING ARRANGEMENTS

SPECIAL FROVISTONS IN LOAN/CRIEDTT
DOCUMENTAT [ON

INTER-ATENTY AGREEMENTS

METHOD OF PROCUREMENT

IBRD Losn 33L PE
Railwsy Rebabllitetion

March 13, 15963

$21.3 (Total cost of program
i which began July 1, 1961.)
L 5

IERD Loan: $13.25 for 16 yra.,
including lds yr. grace at

parcent intersst. Loan subject
to reduction corresponding to the
amount the Corporation can gener-
ate in exceas of its working capi-
tal requiremsnts.

Peruvi tion Limited
(Ourpn::um; B

Ousrantor: Republic of Peru

Joint financing a result of Oovarn-
ment request to both the Bank and
Eximbank for financing of the for-

elgn exchange componsnt of its four-

yoar railway rehabilitation program.

0.5, Eximbank: $L.75 for 7 yra. (no grace
iod) at 5.3/L percent intersst, plus
.5 disbursed under 1962 line of credit
which supported first year of four year
Frogram.

Corporation contritution: $1.8.

Mormel loan documentation “etwsen the Ban:
and betwsan Eximbank and war, in rogg-cunditlons
of affectiveneas and defsulr, Pate X Agreessnty
required sscurity of repayient ui po. b oipe: and/or laiercest
in form of Mortgage Agreement ofi movahle wad lmmovable
property of Corporetion dated Juna 27, 1763, hetwoen Corg
ation, Industrial Bank of karu, IBRD, Eximbaik and parscn
or mntity noted as "repressniablive” under i
(Bank Agreement: ses. 5.0l U.3. Exambenk Agresment &
IIT, C.)

Inter-agency Agreement signed May &, 1764 batween IBRO and
Exisbank regarding administration and anforcenent of Mortgage
noting that:

a) the "Representative" under the Mortguge wad Lo act ouly
upen the instructions of the [BRD;

b) the IBRD will give to the Reapresantative appropriate
instructions in reapsct of the Martgage aa requestsd by
Eximbank ;

¢) agreement that THRD will consuli mxinbank De
any action related to the Mortgage and general agraemssnt
to conault with each other on matters of comman Lntersst,

Supplessntary Agroement (daied July &, 1965}, batween Cor-
poration, DBRED, Lalmbank, and Govaramsnt, providad for utl-
lization of funds from sale of Gorporation's sovable
immovable properiy, a3 reguired wmisr Moo tgege Lyiraee

Bank procursment on the basis of International coapetitlve
bidding axcluding spscified rails and [ittings and [ive
locomotives, which ware 10 be purchased ln tha USA on groun
of spesd and standariization.

5

Disbursement againat separate lists of goods Yor Hank and

Eximbank respectively, witn Eximbank disbursems

a] directly to a commercial bank in the U.5
by the Corperation, to relmburss the Larp
expend | tures made by it;

b} to reimburse a commercial bank in the U.3. for axpendi-
tures made by it under a letbar of credit (opensd upon
request by the Corporation);

¢) directly to suppliers.

In fact, Eximbankx has pever reimburssd the Corporatlon ander
mathod (a] above,

For sdditional IBRD/IDA joint fi

Y with 0.3. Eximbank see also undar: *IBRD/IDA Joint Financing Operations with Two or More Co-lendera:® J10GH; SLAPAK.




TYPE OF PROJECT

ACREEMENT DATE

TOTAL CBET

FOREION EXCHANGE COMPONENT
BANE/TDL - LOAM/CREINT

=

IBRD JOINT FINAMCING OPERATIONS WITH 0.5. COMMERCTAL BANKS
AND 0.3, PRIVATE INTERESTS

(millions US$ equivalent)

{111)

SPECIAL FROVISIONS IN LOAN/CREDIT
DOCUMENTATION

INTER-AGENCY ACGREEMENTS

METHOD OF PROCUREMENT

QA

RANTOR JOINT LOAN TERMS AND CORDITIOHS
ORIGIN OF JOINT FINANCING

AND OTHER FINANCING ARRANGEMENTS

IBRD Loan 161 IN
Mr-India Project

March 5, 1957

$23.0
£2.0

IBRD Loan: $5.6 for about 10 years

including &6 year grace at 5.1/2
percent intewat

IERD Loant 272 JA
Third Eawasald Froject

Decembar 20, 1960 (as amended
il 24, 1967)

1.0

No foreign exchange component
astimated, but nature of project
indicates majar portion to be
forsign exchange costs.

IBRD Loan: $6.0 for 15 years
including 3 ywars gmce at
5.3/Lh pereant interest.

IBED Loan 273 JA
Sscond Sumitomo Project

December 20, 1960 (asz Amended
December 20, 196T)

$161.1 (Total Project)
£47.3  (Bank ?rn:l- et)
9.8 ( = )

IBAD Loan: $7.0 for 15 years
including 3 years grace at
/i parcent imereat.

Air-India International Corperation First National City Bank of New Tork: $2.5 Hormal, loan ion bat Bank and
Pank of America N.T. and 5.A.1 $2.5 l!m"mur and betwesn U.3. commerclal banks and Borrower
Guarantorr India The Chase Manhattan Bank: £.5 with creas-conditions of sffectiveness and dafsult. A
Irving Trust Company: $.5 default under the Credit Agresment with the banks, any change
Joint finsncing a result of Governmant The First National Bank of Boston .2 in the Agresmsnt without prior agreement of the Bank, or any

totals .4. for fallure to disburse the loans provided for in the Agreemsnt
up to 5.3/h yesars, including & monthe grace were also stipulated as cases of default.
after finel delivery, at 5 percent interest.

request for assistance in financing
project and subsequent Bank indication
that if India could arrange financing
for two-thirds of the cost, the Bank
would provide the remaining one-third,
with subssquent incresse in the size
of the original project.

Credit Agresment also conditiomal on IBRD making a loan on
Air Indim: $6.2 a "firat in and last out" basis.
No Mamorandum of Understanding between Bank and other lend=rs.

Procurement largely negotiated, dus to limited source of
mupply, otherwise normal Bank procedores with disbursement
against separste list of goods, with other lenders following
their own procedures of disbursement.

Japan Development Bank (JDB) for
onlending to Kawasaki Steel Corporation.

Hormal, sepsrsts loan documeniation between the Bank and
Borrower and Ouarentor and betwean the Kawasaki and private
inveators, including cross-conditions of effectiveness.
Provisions for repayment of Bank loan i Kawesakl repays JOB.

U.5. Private Placesent: $4.0 for 10 yeara
including 3 years grace at 7.5 percent
interest.

Ouarantor: Japan, but April 2L, 1967

Amendment provided for JDB to assume full U.5. Hanover Bank: $2.0 for 5 years
responsibllities as Borrower snd Japan to  including 1.1/2 years grace at 6.1/2 percent
be no lorger obligated under the OQuarantes interest.

Agreement of Dacember 20, 1960.

Subsidiary Loan Agresment betwean JOB and Kawasaid was sleo
considered a condition of effectiveness of the Bank loan
end any dafsult under it would be & defsult uncer the Losn
Agresment. This Agresment remained in effect under the

Domsstic mortgage debentures: $56.0 for
Amendment of 1967,

7 years including 2 year grace at 7.5
percent interest.

Joint financing envisaged from beginning
of project as & result of (a) the
succesasful exparisnce af the JIB in
financing the Miboro Powsr Project (IERD
Loan 220 JA) by the utilizstion of a Bank
Loan and & Public Issue floatsd in the
U.5. through the First Boston Corparation
and (b) desire to strengthen the JIB to
enable it to obtain 1ts capital
requirements on the World capital market,

Bank procurement on the basis of Intemnational competitive
Internal cash generation: $5.0 bidding where imported equipment was competitiva.
Bank disbursement against separate list of goods [or ) 208 of
the cost of expenditures retroactive to July 1, 190, (b}
100% of the reasonable cost of imported goods made or to be
made, and {c) amounts including local sxpenditures, which
have bean otherwise expended, or which are to be expended
on the Project, in such currencies and at such times, as
shall be agreed upon between the Bank snd the Borrower.

Mabursemsnt by other co-lenders according Lo own proceduras.

Japan Development Bank with emlending
to Sumitomo Metal Industriass

Documsntation as for IBRD Loan 272 JA, except that Bank
disbursement was solely for the foreign axchange cost of
imported goods.

U.S. Private Placement: $5.8 for 1l years,
including 3 ysers grace at 7.1l/2 parcent
interest.

Cuarantor: Japan, but April 2, 1967
Amendment provided for JIB to assume
full responsibilities as Barrower and
Japan to be no longer obligated under
the Guarantee Agreement of December

Loan from Manufacturers Trust Co. of N.Ti
$0.6 for ) years at 6.1/2 percent interest

Domostic Loans: $26.1 for 5 to 10 years

20, 1960. including 1.1/2 ymars grace at 6.5 percent
interest.

Origin of joint financing: Ses IBRD

Loan 272 JA. Domeatic mortgage debentures: $25.0 for

7 years including 2 years grace at 7.5
percent interest.

Retained earnings snd deprecistion: $56.6

0ld IBRD Loan: 201 JA $11.7 of initial

333.0

Share issue; $28.9
Total: $161.1
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IBRD/TDA JOINT FINANCING OPERATIONS WITH FHENCH muc:ny

OUARANTOR
ORIOIN OF JOINT FINANCING

(Millions US$ equivelent)

JOINT LOAN TERMS AND CONDITIONS
AKD OTHER FINANCING ARRANGEMENTS

SPECTAL PROVISION: IN LOAN/CREDIT
DOCTMENTATION

INTER-AOENCY AGREEMENTS

METHOD OF PROCUREMENT

IBRD Lean 230 FR
Mangarase Project

June 30, 1959

$81.9

Ho forelgn axchangs component
sxpressed, but by nature of
project most costs were foreign
exchange coats.

TBRD Loan: $35.0 for 15 yre.,
ingluding L yr, grace at & per-
gent intarest for mine and
washing plant, cablewsy, reil-
road, port and genaral services.

Companie Miniers de 1'Ogoous
{coMILOG)

Ouarentora: Republic of Framce
Republic of Gabon
Republic of Congo
(Brassevills)

Joint financiog a result of nor-
mal Prench operations in Conge
and reqiest by COMILOG to the
Bank for additionsl finandng
of project.

Calase Centrale de la France d'Outre-Mer:
$7.1 for 30 yrs., including 6 yr. grace at
3 percent intersst.

Private Shareholders' Loans: $31.6

Share capital: 4.2

Cash generated by initial cperations: $.0

Banic and
sitrale sd
wilvaness wnd

Normal, separate loan documentation betwsen the
Dorvower/Muarantors, and batwean the O
Borrower, including cross-condiilions of
default.

Memorandum of fgreement belwses Calss- centrale and the

Bank providing for:

a) exchangs of informaticn on disbursements made)

b) agreement that the Caisse Centrale wuld walve its
normal requirement of assigmment of ore contracts us
security on its loan until the Bank losn WAz somplataly
repaid, axcept in the case of defaull;

¢} agresment to consult one another bafors declaring the
Borrowar in defmlt;

d) Bank agreement Lhat sccelsroted repayment of snnusl
instaliments of the Saisse Centrale loan under o clause
allowing such prepayments in enticlpetion of an expec-
ted fall in the Burrower's turnover in the following
twslve months without pro-reta prepayaent of the Hank
loan;

e) agremment to consuit one another with respect to i
amount of working cepital required by Lha Horrower
with the object of reaching common agresment;

1) agreement to consult one snother bafore consenidng o
ary act of the Horrower propossd coder thelir pactl va
logn Agreemerts.

Procurement on the basiz of intemeticona competiile
ding as far as practicable.

Disbursement sgeingt separate lists of goods wibh Hank
diabursement for foreipn axchange costs of laported goode
and services and limiied to muounts aqual 0 amcanta re-
caived from CUMILOG shareholders togather with wiGhdrswals
theretofors mads from the Loan Account from time to time
by way of advances as provided for in the loen Protacal,
{ef. section 7.02 Dani lLoan Agresssnt.)

IBAD Loan 24§ MAT
Iron Ore Project

March 17, 1960
#151.3

No formign exchangs component
expressed, but by nature of
projsct most costs were foreign
exchange costs.

IBRD Loan: $66.0 for 15 yrs.,
inolading 5% yr. grace at &
parcent intsrest for wine, radl-
way snd port.

Societe Anomyms des Mines de
Fer de Mauritsnie (MIPERMA)

Republic of France
The Islamic Republic
of Mauritania

Ouarantorss

Joint financing a result of MIFERMA
request to the Bank for esaistance

in financing the project, snd normal
scops of French interest in the area.

Caisse Cantrale de Cooperation Economdque:
$10.1 for 30 yrs., including 6 yr. grace
at J percant interest.

Share capital: $53.9

French Treesary Loan: $21.3 for 15 yra.,
including 3 yr. grace at 8 percent interest.

nans and
OETOWEr |
luding

Normal, separate loan documentstion batwesn the
Borrower/fuarantors; betwsen the Calsse Centrale
betwaen the French Treasury and the Borvewer, lnoc
cross-conditians of effectivensss and defmult.

Memorandum of Agreement betwean the Bank and Catsse
Cantrale as in IBRD Lean 730 FA.

Procursment on the basis of intermaticnal computitiva
bidding as far as practicabla.

Msbursemant ageinst separate liats of goods witn Bank
disbursement for forelgn exchange coats of lmported goods
and services and limited to an smount equal to the aggre-
gate amount received from time to tlme from pald-in share—
holdera' capital and drawings on the French Treasury Loan,
together with withdrawals theretofore made from the Loan
Account, and limited further to $65.0 until the French
Treasury [oan was fully drawn down. {(cf. section 2.02
Bank Loan Agreement.)

IBRD loan 378 AL
Liguified Gas Project

May b, 1964
$895.1

Mo forsign exchange component
expressed, but by nature of
projct moat costa were foreign
exchangs costs.

IBND Loan: $20.5 for 12 yre.,
including 2 yr. grece at S
percent interest.

Compagnie Algerienne du Methans
Liquide (CAMEL)

COuaranters: Republic of Algeria and
pevaral private interests.

Joint financing a result of normal
operations of Franch smd international
oil companies in the area and the
project in particular, and requeat of

Caisse d* pour le Développement de
1'Algerie (CEDA)}: $8.1 for 15 yra., including
3 yr. grace at L percent interest for first

5 yrs. and at 5% percent interest thereafter.

Shareholde
E yr. grace at 5 percent interest and
subordinate to Bank Loan and maintenmce of
working capital.

the Barrower for assistance in financing Share Capital: $12.7

the project.

CEDA grant: $3.0

Other Medium Term Loms to be made to Barrower:

$31.5 for S yrs. at 6 percent imterest. No
gmce period.

Repayment by Societe d'Exploitation des Hydro-
carbures d'Hassi R'Mel (SEHR): $26.5 in
sccordance with terms of CAMEL/SEHR Protocol
of March B, 1962 for SEHR to finance one-third
of the cost of facilities in exchange for
CAMEL's agreement to aupply SEHR with ligquid
natural gas amountirg to appro xim tely one-
third of the plant's output.

Several substantial shareholders' advances to
offaet Barrowers' losses.

' Losns: $h.8 for 16 yrs. including

wement batween the Bank imd CEDA provided for:

a) agreemont on the arrangemsnts required under the Ass
b) agreement to consult each other with the cbject aof res
¢) agreement to consult sach other before taking any measure W

ignment Agreement (see (b) sbove) between the Bank, CAMEL an
ching common agreement before cnsenting to acticn of the Barrower which wuld incresse his indebiednesd;
hich may envoke the articles relating to default umder their respective Agreemants;

d) exchange of information related to prepaymmnt umder Section 2.08 of the Bank Loan Agreament.

Procurement on the asis of international competitive bidding to fullest estemt practicable.

Normal loan documentation between Bank and Horpowar,
Guarantors and between CEDA and Bormower, including
conditions of effectiveness md delanlt; also o renc lders!
Guarantee Agreement; Supplemsntary lLetieors of Agrecmend
and Assignment Agreement.

Bank Loen Agreament also included:

a) prepayment requirement in the event that wet profita of
the Borrower sxceeded a certrin percentage. (of.
Section 2.08 Bank Loan Agreemmntl);

b) secwrity "for the dus payment of toe prigcipal of,
interest, premium, L any, on prepayment or redesprion,
and other churges on the Loan and che Bonda” in the

form of an assignment (delegation) of and all
rights to and claima for paymenis [rom tish Metnane

Limited which the Borrower now has or may berealler
acqulre under the FOB Sale Contract. {Asslgnment
Agreement referred to umder Article LI of the CEDA
hgreemnt md Section 5.10 off the Bank lean Agreessnt)

c) requirement that at Bank's request, or I CEDA aws:
ita rights under Article 10 of its Agresment, Lbe
Barrower would furnish the Sank wlth a moirtgage oo L
Borrower's movable and immovabls property. [Section
5.1 of Bank Loan Agreement )y

d) as an additicnal event of defaull, 4 demana by CeDa L
repayment in advance of maturity of 1its loan (Seciion
502(J1).

The Assigrment Agreement provised, amongst other whings Lhat
the Stmreholders' Gusrantee Agreement would become opsrative
if CEDA had made a demand for peyment under ils owo
assignmnt (Section L.03).

d British Methane Ltd. (3ection 1.02};

Disbursesent sgainst separate lists of goods with Bank disbursing parl passu with the CED4 loan far the forelgn exchunge costs afimported goods md smrvices.

1/ Fonds 4'Mds et de Cooperstion (FAC); Caisae Centrale de Cooperation Ecomomique (CCCE); Calsse d'Equipement pour le Developpement de 1'Algeiie /=0d



TYPE OF PRUJECT

AGREEMENT DATE

TOTAL COST

POREION EXCHANCE COMPONENT
BANK,/IDA = LOAN/CREDIT

{iv) TBRD/TIDA JOINT FINANCING OPERATIONS WITH FRENCH AGENCIES™

BORROWER
GUARANTOR
ORIGIN OF JOINT FINANCING

1/
(Millions US} equivalent)

JOINT LOAN TERMS AND CONDITIONS -
AND OTHER FINAKCING ARRANGEMENTS

SPECTAL PROVISIONS IN LOAN/CREDIT
DOCUMENTATION

INTER-AGENCY AGREEMENTS

METHOD OF PROCUREMENT

IDA Credit 126 CD
Education Project

tugust 29, 1968

$i.0
$3.u5

IDA Credit: $1.68 repayable on
normal IDA terms.

Republic of Chad

Hank interest in joint financing
arrangements in view of Chad's
poor sconomic position and depen-
dence of project on provision of
technical assistance.

Fonds d'Adde et de Cooperation (FAC):
Provided technical assistance in a grant
equivalent to $1.65

Government contribution: $0,55

Normal TDA/Borrower d tation, ne cr ditions

of effectivensss or default.

Ko Memorandum of nderstaming, but close cooperation
with FAC for arrangements covering bilateral technical
aasistance.

Normal Bank procurement and disburssment procedures.

IDA Credit 1268 NIR
Highway Maintenance Project

Joptember 23, 1968

$8.95 including 30.82 for
feanibility and enginesring
atudiea.

$6.26

IDA Credit: $6.12 repaysable on
normal IDA terms.

Republic of Niger

Joint financing a result of Govarn-
mant request to FAD to cover gap
in financing part of the cost of
contimiing technical asaistance.

FAC grant: $0.1L for technical assistance.

Government contribution: $2.96 plus $7.50
outaide project to cover recurrent expen-
diture during four=year maintenance pro=
gram,

Normal, separate TDA/Borrowsr and FAC/Borrower documen-
tation as in IDA Credit 126 CD with only an informal
understanding governing the FAC contributien.

Normal Bank procurement and disbursesent.

"roposed IDA Credit
vl Agricultural Development
Ject

Under consideration.

£

2i.L (foreign exchangs component)

IDA Credit: 8.6 repaysble on
normal terms, of which $1.8 for
local costa.

Aepublic of Dahomey

Joint financing resulted from co-
oparation of FAC and Bank in prep-
aration of the project lollowing
Government request Lo both agencies
for assistance. In view of the
Government of Dahomey's reliance on

French financed technical assistance
and partieularly to French financing

of budget deficit, association with
FAC wms regarded as essentiasl.

FAC grant: $i.6, of which $3.0 for local
costs.

In view of Dahomey's poor economic situation
and chronic budget deficit, FAC is finencing
OGovernment rounterpart of $0.l4 representing
equivalent of taxes and duties paid on indirect
impeorta.

Loan decumentation not yet evallable, but will presumably
be normal separate agreemesnta between TDA and Borrower end
between FAC and Borrower, including cross-conditions of
effactivensss and default.

A Draft Memorandum of Underatanding between IDA and FAT

provided for each party to:

1- keep the other currently informsd on the progress of
work; exchange views from time to time, and at least
every six months, keep the othar informed of aggregate
amounts disbursed under their reapective agreements;

2= exchange information with respect to parts of the pro-
ject which are each lender's particular concern rala-
ting to the placing of contructs, ordera for works and
materials, etc.;

3~ forward to the other lander summary information con-
cerning "applications received for disburasments on &
percentage basis,” and inform the other lender of any
event which would prevent such distursement within
agreed periods;

L= carry out its own separate m:pervision, with agreemant
to inform the other lender beforehand of mny schedulaed
mission) afford the other opportunity to participate
therein, and exchsnge views on the results of mch
inspections; inform the other of any event liable to
threaten carrying out of the project;

5= consult each other, to the extent possible, prior to:
a) demanding prepayment;

b) taking any action which may result in suspension,
eancellation, termination;

) making smendments to each respective agreement;

d) agreeing to changes in the project, wlth the object
of finding a jointly suitable solutdong

6~ advise the other befors giving individual consent to
any request of the Dovernment under thelr respective
agrasments.

Normal Bank procurement and distursement for 100 percent
of coat of all directly imported goods and equipment.

Local and franc sone purchases of imported goods to be
entirely financed by FAC.

Joint percentage disbursement againsti common list of goods’
for all remaining items to be procured under normal Bank
procedures.

Proposed TBRD Loan
Camercon 011 Palm Project

Under consideration

$1k.1
$7.8

IBRD Loan: $7.% for 30 yrs.,
including 10 yr. g-ace at
&% percent interest.

Société des Falmerales de Mbongo et
d'Eseka (SOPAME)

Cuarantor: Aepublic of Camerocon

Joint financing a result of Oovern-

ment request to Bank, FAC and Calsse
Centrale for sssistance in financing

foreign and local costa of project.

Project preparsd under joint guidance
of Bark and FAC on basis of FAC-finan-

eed feasibility study.

FAC grant: $1.8 to Government,

Caisse Centrale Loan: $1.8 proposed for
21 yre., including 9 yr. grace at an
average of L interest to SOPAME, the
executing agency of the project.

Government contribution: $2.6

Normal, separate draft loan documentation betwsen the
Bank ard the Borrower/(uarantor, including cross-condiilons
of affectivensas and default.

Memorandum of Understanding between the Bank, Calsse
Centrale amd FAC and draft document follows pattarn adapted
from the Dahomey 041 Palm project.

Bank procurement and disbursement for 100 percent of cost
of all directly imported goods and equipment w1l be in
accordance with normal Bank guidelines, with the exception
of one oll mill, the costa of which are to be financed
entirely from French funds on the basis of competitive
bidding restricted to the franc zona.

Joint percentage disbursement against a common list of
goods [or all remaining goods and services procured local ly.
(ef. Sec. 2.03 of draft Loan Agreement.)

Propossd 1DA Credit
Telecommunications Project

Under consideration

$1.2
$0.8

IDA Credit: $0.8 on normal
IDA terma.

Republic of Upper Volta

No joint financing but FAC expected
to provide ongoing technical
assistance.

FAC grant: $0.122

Oovernment contribution: $0.63

Normal, separate documentation expected, with informal
asgurances from FAC concerning the continuation of
thelr on-going technical assistance.

Procurement is sxpected to be on the basis of international
competitive bidding wherever warranted.

Disbursement expected to follow normal Bank procedures.

1/ Fonds d'AMde et de Cooperation (FAC); Caisse Centrale de Cooperstion Economique (CCCE); Calsme 4'Equipement pour le Developpement de 1'Algerie (CEDA).



BANK/TIDA = LOAN/CREDIT

IBAD/IDA JOINT FINANCING OPERATIONS WITH FRENCH AGENCTH

QUARANTOR
ORIGIN OF JOINT FINANCING

L

ol

{Millions U3} equivalent)

JUINT LOAMN TERMS AND CONDITIONS
AND OTHER FINANCING ARRANGEMENTS

DOCTMENTATT O
TNTER=AGENZY X
METHOD GF PROCUREME

I LOAN/CREDIT

Proposed IBRD Loan/IDA Credit
Agricultural Credit Project in
Senegal

Awaiting signature.

$20. 15
$ 7.0

IBRD Loan: $3.5 for 30 yrs.,
including 10 yr. grace at the
current rate of interest shen
the Loan is drawn down. Bank
Loan not to be drawn down until
IDA Credit is fully drawn or
commtted.

IDA Credit: $6.0 on normal IDA
terms.

Republic of Senegal

Present project does not involve
Joint financing. Original Govern=
ment request was for IDA assistance
in finsncing the continuation of &
five=year groundnut and millet im-
provement program involving a costly
form of external technical asslstance.
Project was begun with the assistance
of the Burcpean Economic Commmunity
(PED), and was later finenced, on

an interim basis, by the CCCE.
apprsissl missions have assisted in
streanlining and redefining the Bank
project by separating certain ele-
ments for indepandent financing by
CCCE and FED.

Government contribution: $2.7¢ and on-lending
of proceeds of loan/credit to BMDS for 1L yrs.,
including I yr. grace at J%s percent interest.

Banc Nationale de Developpement du Senegal (ONDS):
26,0 of its own resources and on-lending of pro-

ceeds of loan/credit recelved from the Covern-

ment.

farmers expected to be st S to 8 percent inter-

BNUS on-lending through cooperatives to

eat over various time periods from 1 to 5 yrs.,
with no grace period.

Farmers: 3. 68

Hormal [sank /D4 documentation .

Normal Bank/IDA procurement and 4 ghwrsemant

expacbed.

For additional jolnt linancing
gee also under: “THHD,'TD,

dith Two or More 7
S68 T, and propos

1/ Fonde d'Aide et de Cooparation (FAC); Caisse Centrale de Cooparation Economique (300E); Calsse d'Equipement pour le Développement de 1'Algerie (CEDA.

procaduresa




{v) IRRIVTIA 1OTNT FINANCING OPFRATIONS WITH OERMANY 2
{Millions US$ equivalent)

TYPE OF PROJECT

RGREEMENT [ATE SPECTAL PROVISIONS TN LOAN/CREMT
TOPAL CORT BORR WER DOCUMENTATION
FIREIGON EICHANGE COMPONENT GUARANTOR JOINT LOAN TERMS AND MMDTTIONS TNTER-AGENCY AOQRETMENT
BANE/IDA - LOAN/CREDIT JRIAN OF I0INT FINANCING AND OTHER FTMANCING AHRANOFMFNTS METHOD OF PROCUREMENT
IBRD Loan 204 30 Aepublic of Sudan OGermany (KfW): $15.L (untied) far 25 years Mormal. separate loan documentation between the Bank and |'R
T Gredit @ 5 ineluding 7 vears grace at L=3/4 percent and Borrower and bhetween %W and Borrower, including cross
leint financing a result of interest. conditions of effectiveness and default.
June Ly, 1961 Government request to the Bank tao YT
exmmine the techniral and economic Government contribution: $127.3 Administration sgreement between the Bani/TDA, KW snd
C#Lre.2 Aspects of the project As early as Borrowsr which provided for: g
$5%.0 1558, and subsequent Bank initiative (a) methods and procedures of procurement to be determined
to obtain additicnal financing of the Sil; by the Borrower and the Bank (2.02) with the concurrence
TERD Loan: $19.5 for 25 years proisct from countries interssted in : of the Association and KIW; _ s
including 7 years grace at the development of the Sudan. (b) the withdreawal from funds orovided in all three lending
5-3/4 percent interest. Agreaments to be made on application of the Borrower
(for reimbursement) to the Bank, whizh would apportion
Ik Credit: $13.0 on normal TDA the amount ao requested:
terma, isi TIRAD
308 I0A
5% KW

tr) approval of disbursement under the Bank Agreswent to be notified tu the sther lenoers, which would then disburse their raspactive partion according to Lheir respeciive Agreements;

(d) each lender to retain their indspenient rights of decision ani action under their respective Agreament, but the lenders agreed to close collaboration in matiers relating in the
execution, administration and supervision of the project,

Memorandun of Understanding between the Bank/[DA and KW regarding Section 7.10 of the Administration Agreement provided that in "special circumstances, upon the remuest of Sudan, and upon
#uch terms and conditions (including special commitment charges or other specisl charges, if any) as shall be agreed upon by the Parties hereto, the Bank may enter into special commitments,
for the respective accounta of itself, Kreditanstalt and the Assosiation, to pay amounts to Sudan or others in respect of the cost of goods notwithstanding any subsequent suspension or
cancellation of any of the Agresmentsn,

Pr ment and disbursement According to normal Bank/IDA procedures.

IBAD Loan 370 TH Industrial Finance Corporation of XfW: Loan dated Lecember 20, 1963 for Normal, separate loan documentation between Bank and
Induatrial Plnance Corporation Tha Lland MM 11.0 million (equivalent) .75 for Borrowsr/Ouarantor and between the KiW and Borrower, with
of Thalland (IFCT) Project 15 years, grace period not known, at 5% no croas-conditions of effectivensss or default.
Ouarantor: Kingdom of Thailand interest.
Mereh 11, 1964 Domestic and foreign (U.S.. Germany, Japan, No Memorandum of Understanding betwsen the Bank and XIW,
Joint financing arcse {rom the fact U.K.) ahareholders: $0.9 increased by $0.6 but informal agreement to work together as clesely as
Foreign exchange cost not that Qermany had already signed a millien to $1.5 million equivalent as a pomsible. IFCT has recorded understanding that it will
rvailable since objertive of loar agreament, December 20, 1963 result of operation. use its best efforts to draw down both loans &t the same
project was to reise resources cof for the same project. rete.

IFCT from $3.2 to $9.5
Normal Bank procurement and disbursement procedures.

188D Loan: $2.5
cancellation $1.455

. for a maximum of
15 years with grace periods and intersst
retes determined at time the loan was
credited for qualifying sub-projects

I0A Credit 68 AF Kingdom of Afghanistan UNICEF/UNESCO technical assistance in Normal Credit documentation between the Bank and Borrower,
Furation Project the equivalent of $0.% including requirement that arrangementa satisfactory to the
Joint financing arose from UNESCO Association be made for UNICEF/UNESCO and OGerman grants,
November 23, 196k participation in appraisal mission KfW grant: $1.8 befors Credit became effective.
and Jermany's existing interest in 3
.0 providing technical assistance to No Memorandum of Understanding between IDA and UNICEF/IMEICO
3 Afghanistan. or Germany, but close informal rooperation during apprat=al

and administration of project.
L 1it: $1.5 on normal TDA terms. .
Procurement on the basis of internmational competitive bidding
where posaible.

M pbursement will be for 0oL of the foreign exchange cost of goods and services for the project; with the "equivalent of a percentage or percentages to be established from UJ? ta Lime
by axruclsnt}bewm the Borrower and the Association of such amounts as shall have been expended for the r ble cost of goods required for carrying out Part B of the Project;" (school
construction}.

The IDA Agreement amended Credit Regulation 1, dated June 1, 1961, mection 3.01 so that withdrawals from the Credit Account could be made "on account of expenditures ln eurrency of the
Sorrower or for goods prodiced in (including services supplied from) the territories of the Borrower, in such currency or cur 1es as the A tion shall from time to time reasonably
oelact".

1/ Kreditanstelt fir Wiedsraufbau (KfW).
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TERD,/TIDA JOINT FINANCING OFERATIONS WITH SWEDEN

(Millions US$ equivalent)

CUABANTOR
ORIOIN OF JOTNT FINANCING

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCING ARRANGEMENTS

SPECIAL PROVISIONS IN LOAN/CRELTT
DOCUMENTATICH

IRTER-AGENCT ALOREFMEN TS

METHCD OF PROCUREMEN T

IDA Credit 83 PAX
Foodgrain Storage Project

February 10, 1966

$39.0
$24.0

IDA Credit: $19.2 on normal
TDA terms.

Islemic Republic of Paldstan

Joint financing & result of Swedish
interest &nd initiative in promoting
joint financing and utilising Bank/
IDA appraisal services.

(At IDA initiative, & pending exten-
sion of this project involving an
additional silec is to be financed by
Sweden, thus increasing total cost
and Sweden's percentage share in
total [inancing.)

Sweden: $L.8 (untied) for 20 yre. inclu-
ding 5 yr. grace at 2 percent interest.

Sweden to provide foreign exchange finan-
cing only.

Government: $15.0 in local currency, plus
proceeds of Credits to be relent to the
Province of East Pakistan on IDA terms.

Normal Loan/Credit documentation between Lok
rower and Sweden and Borrower with orcas. o wd!
effectiveness and defaule.

nd Bap-
‘ona af

Procurement on the basks of commetl
percentage disbursement against a jol

» bidding with
Lint of gowls.

Administration Agreement petwesn 104/ Sweden/Horrower

which provided for:

a) methods end procedurss of procuresent to be determined
by the Berrowmr and the Association (2.02), with con-
currence of Swwmden (2 .0L);

bl the withdrawal from funds provided in both Credit
hgreements to be made on application of the Borrower
for relmbursemeni te ths Assecistion whizch would apjper-
tion the amount so requeated:

Bok 104
2% Sweden

c) approval of disbursement under the ITA Cradit to be
notifisd to the Sveriges Hiksbank, agent for Sweden,
which would then disburse its portion sccording to the
Swadiash Credit Agreement;

d} each lender to retain 1ts respecidve Independent

rights of decistes raspactive
Agreement, Dut ! toss nollaborn-
ation in smetters >cation and sdmd
istration of the Projecty IDA leaderab:p in adminla

tration and supervision of the project waa recogy
by Sweden.

IDA Cradit 106 PAK
Lahore Water Supple, Sewerage
and Dreinage Project

May 12, 1967

$5.8
$2.

I0A Credit: $1.75 on normal IDA
taras,

Islamic Republic of Pakistan

Swedish intereat and initiative in
bu

t with=

g joint finanei

G the framework of Bank/Swedish ex-
changes on project possibilities,

Sweden: 31.75 {untied) for 20 yrs. inclu-
ding 5 yr. grace at I percent interest.

Government of Islamic Republic of Pakistan:
Froceeds of IDA/Swediash Credits to be re-
lent to the Province of West Pakistan on
tearms similar to those specified in the IDA
and Swedish Agreements respectively, except
that repayment to the Qovernment by the Prov-
ince was to be in rupees.

Further relending of the procesds of the [DA/
Swedish Credits by the Province to the Lahore
Improvesent Trust (LIT) for 25 yra. including
S year grace at ¥ percent interest.

Frovince of Weat Pakistan to provide the bal-
ance of local currency fipancing: $2.3 equiv.

Documentation same as for [MA ©
a) Administration lLetter betweer
more formal Larees-party Adm
b} Supplemsntary Letter beiwesn
authorizing the Aas: tion to act on behaif of Sweden
wikth respect Lo Jupplementary agreaments or arrange-
ments regarding che joint 1lat of goods for the pra-
Ject, the share of the Swedish ronbtribut: and witn-
drawal procedures;
e) percentage disbursament:
508 I
Sk Sweden
d} disbursement proviaicna in [TM/Swedish Credit Agree-
ments provided lor an agreed amount of local currancy
axpenditure to ba disburaed according Lo Lhe percent-
ages:
[0 S
25E Sweden

adit B1 FAX sycept:

TOR /3weden repiaced tha
tration Agresmant;

he Burrower and Jweden

IBED Loan 523 ET
1DA Credit 111 BT
Fourth Highway Project

Jernsry 15, 1968

$38.4

$27.0

IERN Loan: $13.5 for 24 yrs. inclu-
ding lfs yr. grace at Sy percent in-
terent.

INk Credit: $7.7 on normal IDA terms.

Empire of Ethiopla

Swedish intersat and initiative in

p ing joint finanolng, but within
the framework of Bank/Swedish exchan-
ges on project possibllities.

Sweden: $5.8 (untied) on normal I04 terms.

Oovernment of Ethicpia: $11.4 local currvency
financing.

Documentation same as for 1DA Credit 106 PAK agcept for:
Fercentage disbursement:

Parts A and B Parts G ang 0
(L 4 IHRD c0.1
20.17% 1DA 28.5%
15.0% Sweden 21.5%

IDk Credit 117 PAX
Second Agricultural Development Bank
(ADB) Project

Islamic Republic of Pakistan

Original appraisalof Project Justi-
fied a larger cradit, but problems

Sweden: $5.0 (untied) on normal IDA terms.

Government of Pakistan: Proceeds of Credits
to ADB for 20 yre. including 5 yr. grace at

Documentation same as for INA Credit 106 FAE sxzcept for:
Percentage disbursement:
66.2/3% I1DA
13.1/3%  Sweden

June 13, 1968 of IDA replenishment precluded this. I percent interest.
$18.0 IDA sought additional for- ADB: Further relending of proceeds of Credits
$15.0 eign currency financing within the to agriculturalists for 18 months or longer
framework of Bank/Swedish exchanges at 7 percent interust, plus: §3.0 in local
I0A Cradit: $10.0 on normal TDA terms. on project possibilities. currency from lts own resources.
IDA Credit 129 KE Republic of sweden:; $3.6 (untied) on normal IDA terms,

Livestock Development Project
Septembar 26, 1968

1.4
$ haly

I0A Credit: $3.6 on normal IDA
terma

Kenya
Swedish interest and initiative
in ﬁumt.'l.ng Joint financing and
wutilizing Bank/IDA appralsal services,
but within the framewerk of Bank/
Swedish sxchanges on project
possibilities.

Covernment of Kenya: Froceeda of Credits to be
relent to the Agriomultural Finance Corporation
(AFC) in local currency for 18 yrs. including
5 wr. grace at ) percent interest plus $3.6
from its own resources.

AFC: Proceeds of all loans to be relent to
participating ranch enterprises for 17 years,
including L w. grace at a minimum 7% percent
intereat.

Hanchirg enterprisea: .0 in local currency
for their own resources.

Uoeumentation same as e ILA Jredit 106 FAR es:

) procurdament of oooipmentl and applies
of Uredita to oo o
(The Government .y
whe competitive
The Borrower w.s
bidding procedure
to he (inanced um.

e t .
Al WO TRLTY

Hamy's survew and
Ancadjlary technleal

teved Jpmant
v A ey



TYFE OF FPROJECT

ACGHEEMENT DATE

TOTAL COST

FOREION EXCHANGE COMPONENT
BANK/IDA - LOAM/CREDIT

BORROWER
OUARANTOR
ORIOIN OF JOINT FINANCING

S

Millions of US$ equivalent

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCING ARRANGEMENTS

SFECIAL PROVISIOMS IN LOAN/CREDIT

IERD Loan
Tanisis Water Supply Project

Hegotiations completed, but no
formal agresment on terms.

$33.2
$17.1

Proposed IERD Losn: $15.0
For 25 yre. including 5 yr.
grace at 64 percent interest.

Socisté Nationals d'Exploitation et
de Metribution des Eaux (SONEDE)

Quarantor: Republic of Tunisia

The Sovernment of Tunisla approached
the Government of Sweden and the Bank
a8 early as 1966 with a request for
local and foreign currency financing
for & major water development program.

Sweden: Proposed $5.0 (untied) on IDA terms.

Sweden would lend directly to the Republic of
Tunisia for on-lending to SONEDE on IDA terms.

SONEDE: To provide balance of local currency
expenditure: $13.2

Documsntation (draft) eams as for IDA Credit 106 PAK

except:

a) procurement on the basis of international competi-
tive bidding with 15% preference for locally pro-
equal to the actual cus-

duced goods, or an amount
toms duties pald, whichever is lower;
b) Percentage disbursemsnt:
i IERD

255 Sweden

Proposed IDA Credit and IBERD Loan
Tanzania Second Highway Project

(Iyayi-Mo section of Tan-
Zam Highway) "

Currently under consideration.

3.0
$x .6

Financing still under consider-
ation, but project cppears suitable
for extarnal financing wp to BOE of
total cost, i.6., $30.0. Due to
Ild ~aplenishment problems, propossd
1 dit limited to $8.0 with Bank
1 $7.0.

HRepublic of Tansanis

Sweden expressed "kean intersst in
participsting in financing this pro-
Ject jointly with IDA" during the
normal exchanges of Bank/Sweden pro-
Ject possibilities as early as March
1968, and before the replenishment
problem became acute, but due to this
problem IDA also mought additional
foreign and local currency financing.

Swaden: Proposed $7.5 (untied) on IDA terms,
plos & "supplementary interim contribution" of
up to $7.5 subject to IDA Executive Directors'
approval in principle of IIM refinancing Swedish
supplementary credit to Tanzania if and whan IDA
replenizhment. is achieved,

Government of Tanmania: $80.

No documentation yet svallabls, but likely to follow

normal res noted in TOA Credit 106 PAK .

Executive Directors approved in prireiple of proposal for
refinancing which will be requested in the President's

Report.

Propeaed IBRD Loan
Ethiopls Fourth Telscommmunicationa
Project

Imperial Beard of Telecommunicstions
of Ethiopia (IBTE)

Sweden : Proposed Credit o SL.5 far 25 yrs.
including 10 yr. grace at 2 percent interest.
(Untied)

Documentation mot yot available.

Project representa a part of the sector program.

list of goods will presumsbly identify parts of the program
to be included in the project, for which the foreign exchange
component would be flnanced by Sweden, S0%, and the Bank, 50%.

fuarantor: Empire of Ethiopia

feady for Loan Committee IBTE: 32.8L from proceeds of Bank Loan Ll ET,

consideration Joint financing result of request of plus balance of financing required: $13.16, '

Govemnment and expressed interest including lecal currengy component of $9.0. The Barrower preferred that the remalmier "Ib":;ipaﬁﬂrrmh
£25.0 by Sweden during normal discussions ot be mbiect o Antees tonad compe LG LR Siadkng B
$16.0 with IDA on project possibilities. IBTE propesss to finance $1.1 of the $13.16 to save time ad to benefit from standardization.

with a mpplier's credit at 6.5% repaysble
Proposed IBRD Loan: $L.5 over B years with no grace period.
For 20 yre. including L yrs.

grace at &% percent interest,




(vii) IBRD/IDA JOINT FINMANCING OPERATIONS WITH THE UNITED KINGDOM AND ITS LENDING MEICIETI/
(Millions 13 equivalent)
TYFE OF PROJECT
AGREEMENT DATE SPECTAL PROVISIONS IN LUAN/CREDTT
TOTAL COST BORROWER DOCUMENTAT ION
FOREIGH EXCHANGE COMPONENT JOINT LOAN TERMS AND CONDITIONS INTER=AGENCY AGHEEMENT

QUARANTOR
BANE/IDA - LOAN/CREDIT ORIGIN OF JOINT FINANCING AND OTHKH FINANCING ARRANGEMENTS METHOD OF PROCUREMENT

IHRD Loan 1L5 RN
Kariba Project

Original Borrower: Federal Power
Board (FFB).

Guarantor: The United dom until
196k, the Federation of sis and

RE8. -
Borrower under the Loan Assumption
Agreement dated December 30, 1963:
the Central African Fower
Carparation (CAPC).

cDhC: 8L2.0 (untied) for i) yrs. for each tranche,
dating from March 25 of the year the installment
was advanced, including & yr. grace at inlereat
rates sveraging 7 percent per annum.

formal, separate loan documentation oelwsen Hank
Borrowar/fuarantors and betwean Borrower a
lenders. Hank Loan Agreement was made
all othar [inancing arraagements,

June 21, 1956

Totsl Cost of entire Kariba
Program: $322.0

COFC: $8.0 {untied) for 25 yrs., including & yr.
grace at & parcent interest.

No Memorandum of Underatanding tetwesn ‘he Bark and sther
co=lenders.

Total Cost (Bank Froject: Dem, Yarious Copper Mining Interests: 355.0 to the

loan Assumptlon Agreement bDetwesn the Hank, the CATC and

Powsr plant, transmission lines}
$226.0

Forelgn exchange component not
specified, but Bank Loan to be
used for firancing only foreign
exchange costs.

IBRD Loan: $80.0 for 25 yrs.,
including & yr. grace at 5 per—
cent interest.

After lst January 196k sdditonal
guarantors:

The Territory of Northern Rhodesiaj
Erodanlal

The Colany of

Government for 28 yrs., including 1 yr. grace
st L percent intereat.

British South Africa Company {B3A): $11.2 to the
G t in four tranches for 20 yra. from date

Joint financing a result of requests

by the U.K. and the Qovernment of
the Federation for assistance in
financing the project.

pach tranche (with no grace period) was received
by the FPR {OAPC) at S percent intereat.

Twu private banks: Barklay's D.C.0. and Standard
Bank of South Africa: $5.6 each to Government for
25 yrs., including 5 yr. grace at 5 percent in-
terest with grace period beginning from time last
installment of each loan paid out individually.

the U.K. which:
a) recognized the tranaler obligations
the loan Agreement of 1950, to the CAPT

b) provided for the acdition of the two new Uuarantors;
3 warantoe

added cross-conditions of default for the
Agreemunts .

Procurement. was on the basls of internaidonral compa
bidding.

Bank provurement amd dlsbursement against sepernte
goods for the forelgn exchange mosts of goads wul o

he FF3 undar

Litd ve

for the Rank project.
flovermunent contributlon: $12.} for approximately
20 yra., with varylng grace periods from 0 to 12
¥rs. at an average of 5 pervent interest. Govern-
ment. on=lent to FPE proceeds of loans [rom the
copper interests, the B3A, the privale banks and
its own contribution on the same terms it re-
ceived, except that in the case of the lvan frum
the copper interests, repsyment from #I'B included
& & yr. grace period.

Maburasment of other co-lenders followed thelr own

reapective procedu

Balance of $l4.7 wes to be ubtained from internal
cash generation.

TBRD Loan 210 MA
Camoron Highland Project

Septembar 22, 1958

$51.2
$35.6

TBRD Loan: $35.6 for 25 yrs.,
including § yr. grace at 5.3/L
percant interest, for Stage I
of Camsron Highlands Schems.

Central Electricity Board (CEB) of
the Federation of Malaysia.

Colonial Development Finance Company, Ltd.:
$1.Y4 for 20 yrs., including 10 yr. grace at
4.3/l percent interest.

WNormal, separate loan iccumentadon betwesn Hank and
Borrower/Quarantor, between CDFL and Borrower and betwten
oD and Rorrower/Ouaranter, Lpeludlng cross-conditions
Ouarantor: Federation of Malaysia. of effectiveness and defuult.
Government Loans to CEB: $12.7 for L0 yrs. at S

Joint financing a result of Govern= percent interest. MNo grace period.
ment request for assistance in fi-
nancing the foreign exchange compo=
nent of the project and normal CDC
and COFC operationa in Malaysia.

Mo Memorandum of Understanding, but close cooperstion

with CDFC and GDC bhroughout negotistion and administra-

CEP sontribution from eamings: $1.5 tion of project.

Bank required that CEB make irm srrangements for

financing capital works of pregram not in project

bafore negotlations were to begin. Subsequently,
with Rank representatives present, CER/CDC/COFC

agreed in London in 1758:

a) that OO would release immediately the charges
it hed on the assets of CEB to secure out=
standing debentures due in 1960 and 1463
totalling $179.82 in exchange for a Government
Guarantee andj

b) that CDC would make a fresh loan to CEB upen
the CEY redaeming the debentures, in the sams
amount aver 25 years at 6Y percent interest.

Normal Hank procursment ard di sbursement procedures agalnast
a separate list of goods for forelgn exchange costs ol
Stage 1 of Cameron Highlands Project.

Procurement and disbursement of co-lenders according to
their own procedures.

IBAD Loan 303 KE
Lands Settlmmant and Development
Project.

Initial Borrower: Colony and Pro-
tectorate of Kenym.

Original f; arr nts (1961 Normal, separate loan documentatlion betwe
Borrower, the ODC dorrower, and the |

ineluding cross-conditions of effectivenes

U.K. Excheguer Loan: $6.5 (untied) for 30 yre.,
Quarantor: United Kingdom including 1 yr. grace at &% percemnt interest.
Supplemental Agreement dated April o, 196k between tha
Bank, the Borrower and the LK., provided for the change
of Oovernment in Kenya (formerly the Jolomy and Protectorsts
of Kenyaj am the change in project, and prmject ¢ %
Under the Dupplemental Agreement, the Hank contrilbution
remained F2.L, even though only Bli.f was mxpected to be
withdrawn under the revised project. The remainiog §i."
was left for possible financing of additional aquallfying
sub-projects, but was subsequently cancellied.

Novembor 29, 1961
Final Borrower under Supplemental
Ori.:?yg Project {1961) Agreement: Kenya

34, Ouarantor: United Xingdom

CDC loan: 4.2 (untied) for 25 yrs., including
5 yr. grace at an interest rate between 7 and
8 percent.,

CIMF Grant: $3.95
TARD Loan {1561): $8.4 for 20 yrs.
including L yr. grace at various
interest rates to be notified to
the Borrower as loan drawn down.

Joint financing & result of re-
quest by the U.K. and the Covern=-
ment to the CDC and the Bank for
asaistance in financing the pro-
Ject.

Overdraft by the Land Development and Settle-
ment Board, the executing sgency, for $0.50L,

Financing gap of $1.0 expected to be covered Ho Memorandum of Understanding, mut close cooperabdon

Revised oct (1 by farmers' repayments of loans. between co-lendars during appradsal, negotlations and
0 administration of project.

$ L6 Financ under ntal -geme it

IBRD Supplemental Agresment (1964)
to original Loan Agreawment:

Procurement on the basis of intematlcnal competitive
bidding whers posaible. fank procurement and diao
ment against a list of gooda for sub-projects joir

U.X. Exchequer Loan: 33,7 {untied) for 30 yrs.,
including 1 yr. grace at Gl percent interest.

8.4 approved by the Bank and TDC in the fisld sector of the
[ lation: ] CDC Loan: 32.3 (untied) for 15 yrs., including over-all program with disbursement on a percentage wasis:
an: .& for 17 yra., inclu- L yr. grace at an interest rate between 7 and 66.2/3% [3RD
ding L yr. grace B percent. 13.1/3% o

CIWF Grant: BL.37 Remainder of project (roads, land purchases, bulldiags!
financed by the Govermment and long term loan finde from
Overdraft deleted with dissclution of Land .K.

Development Board,

fied to Borrower aa
loan drawm down.

Financing gap of §1.0 to be provided by the
Government of Kenya.

1/ (Colonial) f 1th Development Corporation (CDC); (Colonial) Commonwealth Development Pinance Company, Ltd. (7DFC); Colonial Development amd Welfare Fund (CDWFl; Exchequer, sl
U.X, Export Credit Ouarantes Department. For convenience, operations involving participation of British commercigl banks are incloded under this heading.



TYFE OF PROJECT

AGHEEMENT DATF

TOTAL COST

FORETGN EXCHANGE COMPONENT
BANK/TDA = T.OAN CREDTT

TBRD/IDA JOINT FINANCING OPERATLONS WITH THE UNITFD KINGDOM AND ITS LENDING AG
{Millions '15§ equivalent)

BOHROWER
GHIARANTUR
URIGTN 1F JOINT FTNANCTNG

- 13 =

JUINT LOAN TERMS AND CONDITIONS
ARD OTHER FINANCING ARRANORMENTS

1/

ENCTES™

SPECTAL PROVISTONS IN LOAN/CHEDTT
DOCIMENTATION

TNTER=AGENCY AGHEFRMENTS

METHOD OF PROCURFMENT

TERD Loan 335 CY
Fower Froject

April 17, 1963

$30.0
$2L.8

IBAD Loan: $21.0 for 20 yrs.,
including L yr. grace at 5%
percent interest, but subject
to canceliation depending on
how much of .K. Credit was
atilized. Cancellation
amounted to 35.732, due mainly
to readjustment and savings on
project.

Electricity Authority of Cyprua
{FACY

Juarantar: Republic of Typrus

Joint financing a remlt of Govern-
ment request for assistance in fi-

nancing part of the foreign exchange

component of the project.

U,¥. Fxport Credit Ouarantee Depsrtment: 35.6
{tied), for 20 yra.; including 5 yr. grace,
howsver, 11.K. financing was dependent on the
results of internationsal competitive bidding
and on the rate of interest on U.K, funds
being less than interest on Bank Loan Funds.
Thus, only F0.5L7 was drawn down st about
5.5 percent interest.

EAC Contribution: 9.1, including locally
arranged loan for 34.2 for 20 yrs., including
3 yr. grace at 6.3/B percent interest.

Hormal, ssparate loan documentation botween the Bank and
Berrower/fuarantor and between the U.X. and Borrower,

No eross=conditicns of effectiveneas or defsult, bul llank
Loan Agreement effectiveress contingent upon Borrower
making arrangements satlafactory to the Amk for Cinancing
the remainder of the ccats of project.

Mo Memorandum of Understanding betwean the Bank and the
U.K.

Bank procurement and disbursement according te normal
procedures.

104 Credit 64 KE
Kenya Tes Development Project

fugust 17, 196k

28,96 (includes fleld sector and
factory sector)

IDa Credit: $2.8 on normal IDA

Lerms, to finance both foreign

and local currency costs in the
field mector of the project.

Republic of Kenya

Joint Financing a result of Governe
ment request for TDA assistance in
Tinancing foreign and local costs
of second stage of tes development
project begun with the assistance
of CDC and Kreditanstalt fuer
Wiederanfbau (KfW) in the late
1950'a.

€Di: §2.52, of which B1.96 for the lirst stage
of the project for 15 yrs., including 10 yr.
grace at between 7 and 7% percent, except that
the firat installment was to be repaid over

15 yrs., including 11 yr. grace; and B0.56 for
asecond stage (Bank project) for 16 yra., in-
cluding B yr. grace at betwsen 7 and Tl per-
cent.

Commercial loans and equity capital to Kenya
Tea Development Authority (KTDA), the Govern—
ment executing agency, for the factory sector
totalling: $1.34. Commercial loans were for
18 yra., including 5 yr. grace at B percent
interest.

Miscellaneous OCovernment Loans to KTDA: 30,85k
total, of which $0.5% was from proceeds of
German loan (KfW) to Covermment for 15 yrs.,
ineluding 5 yr. grace at U's percent interest
and relent to KTDA over the same period, but
at L.5/8 percent intereat. In addition, the
Government alsc relent the proceeds of the

IDA Credit to KTDA for 16 ¥rs., including

B yr. grace at S percent interest.

KTDA contribution: $0,1LL

Normal, separate loan docwmentation betwean I0DA and
Borrower, CDC and Borrower and between KfW and Borrower,
Including cross-coniitions of effectiveness and default.

IDA Agreemsnt also required as condition of effectivaness
A Subsidiary Loan Agreement betwsan the CDC/Borrowsr ard
KTDA, snd normal Project Agreement betwsen IDA and KTDA,

No Memorandum of laderatanding, but close cooperation and
exchange of information between lending agencies during
appraisal, negotiations and adednistration of project.

Procurement on the basis of intemational competitive
bidding whers possibla,

IDA disbursement against notification of expenses made In
fiald sector for foreign and local currency expenditurs
with the following limitations (section 2.03 JDA Credit
Agreement ) :

a) withdrawals shall be limited to the lesser of (1) tnat
portion of the excess of KTDA's payments over its
receipts in respect of the field sector of the Progran
which is not financed by CDC or (i1) the equivalent of
specific mmounta noted in section 2.03 through June 30,
1965=68;

b} no withdrawsls shall be made on account of expenditures
incurred prior to July 1, 198L;

€} no withdrewals shall be made unless by the time of
such withdrawal KTDA has drawn a total of $0.420 of
the loan from CDC referred to in Recital C of the TOA
Credit Agreement plus $0.112 of such loan for each
completed three month period subsequent to June 30,
1964,

IDA Credit 109 UG
Ugands Tea Growers Corparaticn
Project

sepublic of Uganda Government contribution: 32.7 inclusive of small-
holdera' contribution and UTGC far 20 years.,
Joint financing & result of Government including 6 yr. grace st 5 percemt interest.
requeat to COC and Bank for additional (0.8 balance of IDA credit to be uaed by
fimancing of Tea Development Program Government to pay for technical staff it was to
along lines similar to those in Kmya provide to UTGC).
(ef. 1Da credit 6k KE). Bank appralsal

CDC: Loan to UTGC of $0.84 for 20 yra. including & yr. grace
at 1% percent internst for the first 7 years and Approx.

8 percent interest therealter. Far the factary sector
which 18 not flnanced by IDA, CDC expressed willingness to
contribute up to a maximum of $2.5 towards half the cost

of the factories as and when required, the other half

coming from the Government.

Sevtember 15, 1967
Cosi (entire tea development

p. _am): $11.4, including field
and approximate cost of factory
sector

Total Cost (Bank Froject):
.4 (Field sector)
$1.? (forelgn exchange compoment)

IDA Credit: $3.L4 repayable on
normal I0A terms.

based on earlier study by CDC updated

by Bank mission.

Loan documentation as for IDA Credit &4 KE, including cross-
conditions of effectiveness and default.

Tk disbursement up o $2.5 agalnat slwultanecus notif leallon o IDF and CDC of eopenses mde in the field sector of project for foreign snd local
expenditure for amount equivalent to 754 of such amounts as shall have been expended by UTOC less the revenuss of UTGC during the pericd of such
expenditures. CDC would simultaneously disburse 75% of net experditures of UTGC as computed above,

1A disbursement of up to X.8 in amounts equivalent to BOY of such amounts as shall have been expended by the Government on staff for Part B of Bank
project. (cf. section 2.03 1DA Credit Agreement and Schedule annexed theretn.)

IDA Credit 130 UG
Beef Ranching Development Project

October 5, 1968

$5.1
$1.0

IDA Credit: $3.0 on normal INA
tarma.

Republic of Ugenda

Joint financing a result of Govern-
ment request for assistance in fi-
nancing project and Bank's efforts
to broaden the project to include
the commercial sector and sddition-
al sources of financing.

2/
Commercial Banks™ : $0.9L8 loans to ranchers
and ranching enterprises directly for 10 to
12 yra., including 3 to L yr. grace at B to
B percent interest

Ranchera: $0.947

Government contribution: $0.190 and on-landing
of $2.8 of IDA Credit proceeds to UCH (Uganda
Commercial Hank)} for 10 to 12 yrs., including
3 to L yr. grace at % to &% percent interesat.,
Halance of $0.2 of IDA Credit to be retained
for technical asaistance provided by Oovern-
ment..

Normal, separate loan/credit documentation, betwsen IO
and Borrower and between the Uganda Commercial Bank (1/CH)
and Borrower with Project Agreement and Subsidiary Loan
Agreement. The Project Agresment provided Sr Admindatra-
tion Agreements between the UCB and the Participating
Banks. (cf. mection 2.02(b))

No Memorandum of Underatanding between IDA md the
Commercial Banks.

Procuremsnt on the basis of international competitive
bidding where possible; otherwise local purchasing on
compatitive basis.

IDA disbursement on a parcentage basis, L.e., "75 percent
of such amounts ss shall have been disbursed by the UZE

or by the Participating Banks under the ranch development
loans described in part A of Schedule to this Agreement,'
and for "the reasonable foreign exchmge costs of goods
required to carry out part B of the Project." (ef. section
2.03 DA Credit Agreement.,)

1/ (Colonial) Commonwealth Development Corpo
U.K, Export Credit Ouarantee Department.

2/ These banks are at present Barclay's D.C.0., National and Grindlay's Bank and Standard Sank Ltd.,
were devised during negotiations when it was determined that the
Under the agreed ar

under the External Losns Act.

commercial banks which would act as its agents.

along with their respective devel opment corporations.
Government. could not on-lend the proceeds of the IDA Credit to any financisl institution that was not an “approved body”
rangement, UCR would lend directly to ranchers on its own account and to ranchers and ranching enterprises through other participating

ration (CDC); (Colonial) Commonwealth Development Finance Company, Ltd, (CDFC); Colonial Development and Welfare Fund (CIWF}; Exchequer, and
For convenience, operations inwlving participation of British commercial banks are included under this heading.

These [lnanclng srrangemsnts
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TBRD/IDA JOTNT FINANCING OPERATIONS WITH THE UNTTED KINGDOM AND ITS LERDING AGENC IBL/
(Millions USH equivalent)

AGREEMENT DATE SPECIAL PROVISIUNS N LOAN/CHEDIT
TOTAL COST BORROWER DOCUMENTATIUN
FOREION EXCHANCE COMPONENT GUARANTOR JOINT LOAN TERMS AND CONDITIONS INTER~AGENCY AGHEEMENTS
BANK/TDA = LOAN/CREDIT ORIGTN OF JOINT FINANCING AND OTHER FINANCING ARRANGEMENTS METHOD OF PROCUREMENT
IBRD Loan 503 ZA Republic of Zambia U.K. grant: 32.2 already expended. Normal, separate loan docuwnentation between HRank md
Second Highwmy Project Borrower.
Joint finmncing of successive stages, Government contribution: 3h.1, including $0.2
October 5, 1968 with U.K. financing sxpenditurea up already axpended prior to March 1, 1968, No Memorandum of !nderstanding.
to March 1, 1968 from a grant of
$17.0 (including $2.L4 already $2.2. Norma! Bank procurement procedurss with distucsememt up
expanded prior to March 1, to 70 percent of project coats, reprosent! the eati-
1968) mated foreign axchmge —urponent. ive fipancing
0.7 to Fabruary 1, 1968 was provided in Loarn Agreement
(Section 2.03s. except that no withdrawals wers o he
IBRD Loan: $10.7 for 20 yrs., made on account of initial expenditures on the prolect
including 2 yr. grace st Gy psr- smounting to the aquivalent of $2.2.

cent interest.
For additional joint flnancing errangements with the 0.4
see also: "IBRD/IDA Joint Financing Operations with Twm
or More Co-lenders,” loan/Credit 266 PAK/GD PAR; Loans
S4B PAK, Y10 GH, 38) NI, 558 TU.

1/ (Colonial Commonwealth Development Corporation (CDC); (Colonial) C 1th Devel t Finamce C td. fﬂm‘.\- Colonial Development and Welflare Fund (COWF); Exchequer, mud

U,R. Export Credit Ouarantee Department. For convenience, operations involwing pln.ici.p.lt.'lm af Brltllh rcial banks are included under this hsading.




TYPE OF PROJECT
AOREEMENT DATE
TOTAL COST

FOREIGN EXCHANGE COMPONENT
BANK/IDA - LOAN/CREDIT

=15 =

(vita) IBRD/IDA JOINT FINANCING OPEHATIONS WITH THE INTER-AMERICAN DEVELOPMENT BANK

BORROWER
GUARAKTOR
ORIOIN OF JOINT FINANCING

(Millions US$ Equivalent)

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCINO ARRANG EMENTS

SPECIAL PROVISIONS IN LOAN/CREDIT DOCUMENTATION
INTER-AGENCY AGREEMENTS
METHOD OF PROCUREMENT

IDA Credit 1 HO
Western Highway Extention

May 12, 1961

$11.5
$ 8.0

1DA Credit: $9.0 on normal
1DA terms.

fepublic of Honduras

Borrower requested IDB halp in
financing its share of the pro-
Ject costs under sesparate arrange-
mants,

IDB Lean: $2.25 for 20 yre., including

L yra. grace at L percent interest from
Fso ruouroul{ with local currsncy ceil-
ing of $0.75.

Oovernment comtribution: $2.25.

Normal loan/credit documentation between JDA and Borrower
with cross-conditions of effectivensss and default.

Bank agreed informally that Borrower could finance part
of ita share of projact costa through 1DB loan befors the
Bank signed its cradit.

He Memorandum of Underatanding. Arrangaments for pro-
curemsnt, disbursement, stc., were worked out on an ad hoc
basis a3 the project progrossed.

Procurament on the basis of international compstitive bid-
ding.

Separate disbursemont directly to contractors by IDA/IDE
respactively; in forelign or local currency as required,

1DA Credit £1 BO
ENDE Power Project

July 2L, 1964
1

IDA Credit: $10.0 on normal
TDA terms.

Rapublic of Bolivia

Joint Financing a result of Oovern-
ment initiative taken to obtain
miditional local and foreign currency
financing to complement Bank contri-
bution.

IDB Loan: $3.1 to Dovermment with Emprasa
Hacional de Electricidad (ENDE) as execu-
ting agency (ENDE repays principal and
interest) for 25 yrs. including 5 yr. grace
at U percent interest from FSO resources
with a local currency ceiling of 30.L.

Novernment of Bolivia: $2.0

Original overall project divided three ways:

(£)  Bolivia Power Company project financed
by IDA Credit 6280 for 5.0 and Borrow-
ar $2.7;

(§1) financing of separate project with AID

loan of $L.L for LO yrs. including 10 yr.

grace at 3/l of 1 percent interest;

(111) EMDE project jointly financed by IDA/IDB
and

Borrower.

Government contributed procesds of IDA Credit
to ENDE as equity contribution.

Normal loan/eredit documantation aa in IDA Cradit 1 HO,
with tha following additiona:

1. Standard Bank/IDB Memorandum of Understanding based an
arrangemants worked out for IDA Credit 1 HO ineluded:
a) sumary of financing arrangements and details of

common list of gooda and aservices;

b) agreemsnt to cooperate closely in adwinistration and
supervision of the project, and to axchange informa-
tion periodically and consult on appropriate action,
sspacially in the event any condition arimes which
affecta or threatens to impedes progress of tha pro-
Ject;

c) agreemsnt to consult sach other hefore taking any
measura of common intereat, sspecially in the sxer-
cise of any rights under the separate loan agres-
ments; and, in event of diffarence of view about
what action is to bs taken, agreement to use best
efforts to reach a mutuslly acceptable resolution;

d) 1DB acceptance of IDA leadership; Including IDA re-
view of matters of common interes! "with a view Lo
suggesting appropriats action in such matters as
approval of consultants, award of contracts, end-ume
inspection” and other matters, subjsct to the inde-
pendent right of each lender to receive reports,
inspect the projesct and make decisions;

e) procurement and disbursament procedures.

2. Procurement was on the basis of intermational compati-
tive bidding.

3. Disbursement was against a Joint list of goods on tha
following percentages:
IDA

6%
24% 1DB

1BRD Loan LOO HO
™ Gredit 71 HO
Road Project

Fourunry 2, 1965

$23.6) including $0.6 for previously
$1L.0) completed anginesring mtudies

IBRD Loan: $6.0 for 25 yrs., inclu-
ding & yrs. grace at 5% percent in-
tarest.

IDA Credit: $3.5 on normal IDA
terms

Republic of Honduras

In view of Borrower's fiscal
situation, the Bank consider-
ed external financing of up
to BOE of total cost of the
project Justified, but was un-
willing to contribute the full
amount and sought additional
local and foreign exchange fi-
nancing from IDB.

1DB Loan: $10.1 total, of which: $2.1 from
Ordi ital resources, for 25 yrs., in-
:Iuiﬁ T yre. grace at 6 percent interest.
$8.0 from FSO resources for 25 yra., inclu-
ding 6 yra, grace at & percent intarest, in-

cluding $0.6 for previous engineering studies.
Local currency ceiling was $2.14

Oovernment of Honduras: $L.0

Hormal loan/credit documentation and standard Memorandum of
Understanding between the Bank and IDB as in IDA Credit 61 BO,
axcept:

1. IDB inelstance on including in its Loan Agresment certain
"Conditions Pracedent to First Uisbursement" which de-
laysd effectiveness of the Bank/IDA-Loan/Credit Agres-
menta. These conditions included submission to IDB by
the Oovernment of plans for improving and modernizing the
highway cost accounting system, the Planning Unit of the
Ministry of Commmnications, and specified items in the
highway program as well as proof of the allocation of
Government funds for highway maintenance, evidence of
prior acquirementofl rights of way for specific road sec-
tions, exclusion of imports for the project from tazes
and duties, and a signed Memorandum of Understanding be-
tween the Bank/IDA and IDB approved by the Borrowsr,

Some of these conditions could have been included aa
covenants in the IDB loan agreement, since they wers not
neceasary praconditions for efficient tachnical axecutlen
of the project.

2. EFLI} Provisions in the Memcrandum of Understanding:

&) omission of sectlon Acknowladging sadaranip, and
insistance by IDB on equal responaibility for project
suparvision and administration;

b) provision for Bank to cover any aexcess local currency
costs over the celling of $2.L, with further agresment
that IDB would then cover foreign exchangs cost which
otherwise would have been paid by the Bank;

c] agreemsnt that expenses for project supsrvision and
inspection stipulated under the IDB Agreemsnt would
be borne entirely by the IDB and not subject to Joint
finsncing.

Disbursement against a joint list of goods for the Bank/IDB
in the followi percentagess
nﬁﬂ‘ 1BRD/IDA
4O%  IDB
208 Oovermment

1/ 1DB "ordinary capital® resources, until January 1, 1968, were available for procursment on the basis of unrestricted internationsl competitive bidding, except that the usas of tha local

currency t of the paid-in portion (there is a "callable”
and Mexico invoked their rights under this option.
replanishments in local currency (particularly in t

he case of U.5. contributions),

portion as well) could be limited, at the option of the contributor, to domestic procurament., In practice only Guatemals
Until January 1, 1968, FSO resources were partially tied and pertially untisd, the portion of tisd resources increasing with succesasive
By the and of 1967, the untied portion was virtually axhaussad.



TYFE OF PROJECT

AGAEEMENT DATE

TOTAL COST

FORETGN EXCHANOGE COMPONENT
BAMK/IDA - LOAM/CREDIT

BORROWER
GUARANTOR
CRIGIN OF JOINT FINANCING

L

(Millions US$ Equivalenmt)

JOINT LOAN TERMS AND CONDITIONS
OTHER FINANCING ARRANGEMENTS

SPECIAL PROVISIONS IN LOAN/CREDIT DOCUMENTATI ON
INTER-AGENCY AGREEMENTS
METHOD OF PROCUREMENT

Banta Issbel Project in Bolivia,
Under consideration.

$10.2
361

Proposed 1Dk Credit: $6.1

Ropublic of Bolivie

In view of IDA replenishment
problems, IDA contribution re-
stricted to foreign sxchange
cost, and IDA sought additional
local currency financing.

AND
IDB was prepared to finmce up to 33.0
to $4.0, including $1.5 in local currency.

Proposed Government contribution: $7.0

Prahlu- I# ng Joint Fiaancing Propos:
cations in

Dl‘fcurmm pul 1cJ affactive

b)

4)

Jmlnry 1, 1968, which limits procurement

sals

to the

1.8., thin America and specific contributing non-

mambar countries;

IDB stipulation that ic partleipate in i
part of foreign exchange costa, and
local currency cosis leaving a shorl
currency for IDA to [inance. Tum

11,

IDA rescurces and restriclions on local

financing, IDA found this difficult to do;
¢) 1IDB desire to make separate and ind p»ru..u

migsion which IDA believes impract

apps

1DB reluctance to be influenced in it a Linding opara-
tiona by IDA performance criteria, especiully witn

respsct to questions of overall fiscal po

sarvicing problems.

For additicnal Bank/IDA joint financing arrangements see: IBRD Loan 379 EC/IDA Credit 51 EC under "Joint Financing with Two or More Co-lesnders."

Licy and dab



TYFE OF PROJECT
ACREEMENT DaTE

TOTAL COST

FOREIGN EXCHANGE COMPONENT
BANK/IDA - LOAN/CREITT
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{ix} TBRIVIDA JOINT FINANCING OPERATIONS E}TH THE

BORRIWER
GUARANTOR
ORIGIN OF JOINT FINANCING

EUROFEAN ECONOMIC COMMUNITY L
(millions US$ equivalent)

JOINT LOAN TERMS AND CONDITIONS
AND OTHER PINANCING ARRANDEMENTS

SPECIAL PROVISIONS IN LOAN/CREMT
DOCUMENTATTON

INTER-AGENCY AOREEMENTS

METHOD OF PROCUREMENT

TOA Credit 49 MAU
Roed Project

December 28, 196

£10.0
$7.0

IDA Credit: $6.7 on normal IDA terms.

Islami- Renublic of Mauritanis

Joint financing a result of Government
requeat for assistance to IDA for
assistance in financing the project.
In view of acute fiscal situation and
need for almost 100% financing, Bank/

Government sought participation by FED,

Engineering studies were completed by
French technical assistance,

FED: $3.22 grant.

OQovernment Contribution: $0.08

Normal documentation between IM and Borrower, and separate
documentation between FED and Borrower, including cross-
conditiona of effectiveness and default.

Administration Agreement between I0A, Borrower and FED

which provided for:

a) methods and procedures of procurement to be determined
by the Borrower, FED and Association, (2.02), with
modification thereol to be made by the Borrower and the
Associatlion with the concurrence of FED (2.04);

b) the withdrawel from funds provided in the IDA and FED

agreements to be made on application of the Borrower

(for reimbursement] to the Aasociation, which would

apportion the amount so requested;

approval of disbursement undar the IDA credit Lo be

notified to FED, which would then disburse its portion

according to its own Agresment;

d) each lender to retsin its independent rights of desclsion
and sction under its respactive Agreement, but the lendera
agreed to close collaboration in matters relating to Lhe
exacution, administration and supervision of the project;

n

IM leadership wes recogniased by FED.

T procurement was on the basis of international competitive bidding where possible, with FED funds restricted to procurement in the EEC countries.

Brak disbursement was for 100% of final design snd anginesring costs,

- IDA Credit Agreement amended Credit Regulation 1, dated June 1, 1961, section 3.01, such that the procesds
expenditures in currency of the Borrower or for gooda produced in (including services supplisd from) the territ
Section 1.01 IIA Agreement.

shall from time Lo time ressonably select".

IDh Credit 74 50
Rosd Project

March 29, 1965

$14.2 (revised to $17.0 ir 1968)
$11.1 (revised to $13.0 in 1568 )

I Credit: $.2 on normal IDM
terms, plus
Supplementary Credit
123 50 dated June 26,
1967 to cover increased
eﬂ““ of project, for

3

IERD Loan L90O CM
IA Credit 100 CM
Flantation Froject

Republic of Somalia

Joint financing & result of Governmant
request for assistance to IDA and in
view of fiseal mituation and need for
almost 100% financing, IDA's interest
in mssociating other co-lenders in
financing.

IBRD Loan: Camercon Development
Corporation (CAMDEY)

March 28, 1967

IDA Cradit: Federal Republic of
Total 19677l Program Costs: on

-0 inclu .0 for

- nt after 1974 ¥ G tor: (IBRD Loan) Federal
t £ lmmature srsas into Republic of Camercon
pro..ction,

Joint financing a result of Bank
B ProJsct Total Cost: intereat in coordinating admin-

!}.S:% (foreign exchange
component.)

IBRD Loan: $7.0 for 30 yrs.,
nelu B yr. grace at 6
percent interest. Disburse-
ment of Loan to begin only after
IDA Credit fully disbursed.

1Dk Cf'ud.tt.: $11.0 on normal IDA

istration of two separate CAMDEV
projects for which the Government
had asked assistance in financing
from the Bank/IDA and EEC respec-
tively.

with disbursement for costs of road construction on s percentage basis:

658 IDA
35% FED

of the Credit shall be withdrewn from the Credit Account "on account of
ories of the Borrower, in such currency or currencies as the Association

FED grant: $.15 plus $0.3 in technical

assistance,

UN Special Pund grant: $2.15

Government contribution: $0.7 (original}
Oovernment contribution: $0.5 (Supplementary
Cradit)

EEC Loan (with EIB acting as agent for
BEC): $6.4 for 22 yrs., including 10 ¥yr.
grace at 2 percent interest to the
Government.

CAMDEV contribution: &10.6
Joint agreement that previous loan of

$2.8 from Commonwealth Davelopment
Corporation (CDC) to CAMDEV will rank

m with IFRD and EEC Loans,
i.e., for 18 yra. including 3 yr. grace
at ?‘) percent interest.

Documentation as for IDA Credit 6% MAU, except that:
l} FED financed 100% of final design and engineering costs,
b) FED financed 100% of cost of msintenance sgulpment and
Mghway Department Offices;
¢) UNDP financed technical assistance;
d) Percentage disbursemsnt on road construction was
22.5% FED
77.5% IDA

Under Supplemental Credit, IDA was to meet for BI% of the
coat overrun of road construction.

Normal, separate loan documentation betwsen Bank/TDd and
Borrower, between EEC and Borrower, and between CDC and
Borrower, including cress-conditions of effectivenesa
and default.

Management agresment betwesen CDC and CAMDEY.

Memorandum of Underatanding between the Bank/TDA and CDC

regarding:

a) ucgg! of information relating to demands for repay-
ment on any part of their respective loans, the taking
of any step to enforce any guarantes of thelr respective
loans, prior consultation and approval of any proposed
legislation affecting CAMDEV;

b) ior sement relating to CAMDEV's incurring any new
'E%Gt, crunIn_g any mortgage or lien, or payment to the
Government (sxcept taxes or rent) or to the Federated
State of West Camercon;

c) consultation with CDC relating to management of CAMDEY,
and any action which might or would result in suspension
or cancellatlon of the loan/credit;

d) CDC agresment to consult with Bank/TNA relating to ter-
mination or amendment of its loan agresment, termination
of Management Agreemant with CAMDEV, surrender of any
right to be represanted on CAMDEV Board during contin-
uance of Management Agresment,

Memorandum of Underatanding between Bank/IDA/EEC and EIB
(aeting as agent of EEC) regarding: coordination, exchange
of information, consultation and mutual consent as in Memo-
randum of Understanding betwesn Bank/IDA and CDC, plus
agreement to exchange informatien with respect to disburas-
mants made against individual loan aceounta at least avery
8ix months.

Normal Bank procurement and disbursement proceduras againat
separate list of goods,

1/ Fonds Buropéen de Développement.

See alsc Ivory Cosst 0il Palm and Cocomut Froject under *IBRD/IDA Joint Financing Oparations with two or more co-lendera”,
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(x) IBRD/IDA JOINT FIMANCING OPERATIONS WITH THE EUROPEAN INVESTMENT BANK
(Millions US$ equivalent)

TYPE OF PROJECT

AQREEMENT DATE SPECIAL FAUN NS [N LUAN/CHEDIT
TOTAL COST BORROWER DOCUMENT,
FOREIGN EXCHANOE COMPONENT QUARANTOR JOINT LOAN TERMS AND COMDITIONS INTER-AGENCY AGREEMENTS
BANK/IDA - LOAN/CREDIT CRIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANOEMENTS METHOD 0OF PROTIIREMENT
IBRED Loan 224 IT Cassa per il Meszogiorno (Cassa) ETE loan: 320.0 for 20 yrs,, including Normal, separate docusantstion betwess Bank wd Bop cower!
3 n Ttaly Development L yr. grace at 5.5/8 percent interest. (Quarantor and between EIP and Bormower, imel oo lag
Projecta - 1959 Ouarantor: Republiec of ITtaly conditions of effecidveness auwl defaclt.
Public issue: $30.0 of whnich: $20.0
April 21, 1959 Joint financing was accepted by the through Morgan Stanley snd Company with Margan Stanley and Co. walved uwmusl ey Wik
Bank in view of: several investment banks, providing 5% simultaneous effectivensss of tleir TR
$50.0 (approximately) a) EIP expressed intersst in making percent sinking fund bonds maturing in and issusd bomds before the Bank and S1H Loans
Ho fareign sxch . axpr d. ita first investaent (EID was 15 yrs; and
IBAD Loan: $20.0 for 20 yrs., Just newly eatablished) in the $10.0 issued by Morgan Stanley only, Mo Memorsndue of Understandlng betwesn fany and bl bal
including b yr. grace at 5.3/l same project as, and in association of which: $5.0 in L.3/L percent bonds close cooperaticn with KLB and detailed sxchtuags of let!
percent intarest. -with the Bank. maturing in L yrs, and $5.0 in L.3/L betwean LBRD/EIB througnout period of appraissl, nsgetls
percent bonda maturing in 5 yra. apd administration of proje:?-
Loan to sssist in financing
two Industrial and one power Cassa to provide balance of $20.0 Procuremen t for IBRAD/EIR on the basis af Llotematd
project in Scuthern Italy, but competitive bldding.
rest of program fimanced by TBRD and EIB loans were mde concurrently
public loan ismsue. with the off ering of a $30 million bond issue Iisbursement agalnst a common Jist of td
by the Cassa per 11 Mezzogiommo to assure for reimbursement from the Borrowsr 1o
success of issue on New York market. Proceeds individually. ODisbursement on & percmuage
of issue were to be used far the gmeral
development program of the Cassa. Marcure Powsr Project:
EE S
Simcat Industrisl projgect:
teleno Industrial Project: 74
21E
IBRD loan LBO COB Compagnie des Fotasses du Congo EIP Loan: $5.0 for 17% yrs., including Hormal loan documentation between Bank and Borrower and
Potash Froject (cec) L yr. grace at 7 parcent interest. between EIl and Borrower including cross-conditions af
affectiveness and default, except:
Jarmary 9, 1967 Quarantors: Republic of the Congo Sharsholders advances: $26.7 equivalent 1. that in event CPC becomes highly profitable, Bank ETH
{Brazzavills) snd Shareholders. with repayment not to start prior to agreements include an sccelerated repayment clanse,
$61.8 January 1, 1977, or after full repay- whirh states that untll the amounts outstand oL
lio Foreign Exchangs Componant Joint finaneing & result of Bank ment of BNP Loan, whichever is later, Bank loan in total and for each maturity, shall have
expressed, but most costs are interest in broader participation at 6.3/ percent interest. been reduced to the amoynts due on the ETH loan, any
foreign sxchange coats. of foreign intarests in the fiman- such accelerated repayments would be sclely applied to
eing of the project. Sharsholders capital: $10.1 the Bank loan, and thereaftar on an equal basis ta b
IBRD Loan: $30.0 for 17s yre., IBRD;
ineluding k4 yr. grace at & Bangue Nationale de Paris (BNP): §.0 2. EIB required Sharehclders' Guarantee Agreemsn! “o Le
percent intarest. for 10 yras., including S yr. grace at uncond{ticnal, while Bank subjected its Sharehciders!
7 percent interest. Obtained under Guarantes Agresment to a 'force majeura" clause, bhe
separate arrangements with sharsholders avents of "force majeure” suspending or terminating
and not calling for any particular co- the shareholder guarantors' obligati Theae events

ordination with respsct to the project.

ment's Ouarantea Agreement.
a fuaractee Agreement with the Jovernment.

Memorandum of Agreemsnt betwsen [BRD and EIN drawn up with
the purpose of "receiving from the nther, authority Lo fa-
wvots its attention to the suparvision, administratios
inspection of a specific portion of the project in o

EIB was delagated supervision of port and transport in.
ment; IBRAD, mining investmenis "hoth undar ground and

the surface as alsc in the matter of any uihar invesatpanto
that did not form part of those belonging to the spaece ot
compatance of EIB."

Each institution was to:

a) exercise supervision uver Lts sphere of rompatance asd
"aeting both for 163 own account «nd on behkal? of the
other 1notitulion, shall abide by the arrangements o ac
fied for the carrying into elfact” bot! loan agreem: ig:

b) ‘“receive and uxamine applleations C(or dlsborsemen! oo
forward to the otner inatitution albl WAL LML e
ing the carrying out of lts portion of the disbursemest

e} inform the other (nstitution with respe.f
of the project, results ol visits paid !
tiona and warks;

d) exchange views with the object ol “achieving 1
collaboration posaible" and coordinate Lheir r
information from the Borrower, "whether Lhese r
nimself or to the project,”

@) inform each other of any event whi
the project;

f) consult one another with respect to any
agreementa, prolect specifications, &
of finding 2 avitabie splution by &t

g) consult ane anciher regarding any measure
with reapect to accelerated repayment, 1134
cellation, suspen3aion; or sale or
the Borrawer;

h) consul: ane anather "Ge
that the Borrowar may
sectiona of both loar A
projecis, incurrin
ment, creatlon of any suniidiary or prepagmant
Loan,

will

a

Procurement was on the basia of Internet
bidding for TBRD and REE Loan,

Disbursemen! was against a common Li3h o
to the contribution ol =ach lendar, L.&.
ETE reapecilvely.

For rdditional IBRD/IDA joint financing arrangements with EIB see also urder #TBRIVIDA Jolnt Flnancing Operations with Two or More Co-lendera® S68TU.
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TYPE OF FROJECT

AGREEMENT DATE

TOTAL COST

POREION EXCHANGE COMPONENT
BANK 'TDA - LOAN/CREDIT

BORROWER
GUARANTOR
ORIGIN OF JOINT FINANCTNG

- A

IBRD/IDA JOINT PINANCING OFERATIONS WITH TWO OR MORE (C-LENDERS

(Millions U3% squivalent)

JOINT LOAN TERMS AND CONDITIONS3
AND OTHER FINANCING ARAANOEMENTS

SPECIAL PROVISIONS IN LOAN‘CREDIT
DOCUMENTAT ION

INTER-AGENCY AGREEMENTS

METHOD OF PROCUREMENT

TBRD Loan 266 PAK Islamic R §
Indus Easin Project PERELSE ST
Joint financing an outcoms of:

Septambar 19, 1960 a) asettlement of the complicated
dispute over the waters of the

TA Credit 60 FAK Indus River between India and

Indus Basin Froject Pakistan;

b) Joint collaboration with the

July 21, 1964 Fakistan Corsortium,.
Initial sstimated total cost of

project:

Initial estimated foreign exchange

cost: $LTT

Revised 1964 ted total cost

of project: § eaxcluding Tarbela)

Revised sstimated foreign exchange
coat: $770 [excloding Tarbelas)

IBRD Loan: $90.0 of which $80.0 was
for the project and $10.0 for Inter-
a5t and commiiment charges on the
loan. Repayable over 30 yrs., in-
cluding 10 yr. grace at intarest
rates to be detarmined as the loan
is drawn down.

Credit: $58.5L on normal IDA
.ma,

Grant Funda:
1960 196l {Supplemental)
€] equiv.

Australia 15.6 11.2

Canada 23.0 15.6

Oermany 36.0 20.0

New Zealand 2.8 1.k

United Kingdam SB.L 37.7

U,5,4. 177.0 ‘118.6

Loana:

U.8.A. DLF (1960) $70.0 repayable in rupees
over 30 yra., including 10 yr. grace at s
percent interest. The U.5.A., was alsc to
contritute in grants and/or loans an equiv-
alent of $235.0 in rupees. .

U.S.A. AID (196L) Supplemental Loan contri-
bution: $51.22 which "will be in the form of
the proceeds of a U.5. dollar loan to Pakistan
on terms to be agresd betwesn Fakistan and the
United States." (3ec. 2.03 Indus Basin Devel-
opment Fund (Supplemental Agresmsnt.)

Government of Pakistan: L3, 850,000 in rupess (1960

contribut ion and BLLO,000 in pounds sterling equiv.

to $27.6 and §l2.1 respectively.

Under the 1964 Supplemental Agreement, the
Government was to make all rupse requirements
available as the Administrator determines.

India, under The Indus Hﬂ.Ers Treaty 1%.\-“
also required pay - as
Development Fund an amount of 52,060,000
equivalent to $175.0 in ten annual imstallments.,

Normal Bank Loan documentation betwsen the Bank and Borrower
except for reference to the Indus Basin Development Pund

Agreament for:

a} use of the procesds of the loan and the method of pro-

curement and disbursement;
b) _certain conditions of effectiveness and default.

IDA Credit (196L) documentation normal except for referasnce

to the Indus Basin Development Fund A

t and the Tndus

Basin Development Fund (Supplemental) Agreement (196h) far

(a) mnd (b} above.

The IBOF Agreemsnt: Under the [EDF Agreement and the Supple-
mental Agreement, the Bank was designated Administrator of

all resources.

A1l of these reaources are available for

procurement on the basls of international compatitive biddirg.
Disbursement from the Fund is cerried out under normal Bank

procedures by the Administrator.

wa of contributions into the Fund: Except for Fakistan
oW LeA s Who paid-in sapecilic amounts as noted in

Fund Agreement, payments are divided between granta and 1o
Orant contributions are appor-

in the ratio of 65 to 35.
tioned according to the following percentages:

Australia 5.13%
Canada T.63%
Qermany 9,068
United Kingdom  19.208
United Statea o8, 168%

Loan contributione are apporticned between the Bank/IDA and

the U.5. in the ratio of
Bank and the U.3, may agres.
yearly, axcept as noted for India, above,

to 70, or such other ratio as tha
All payments are made hall-

The Supplemental %Eomnt provided that the 1960 IBDF Agres-
ment rema: effact; and that a "Study of the Water and
Fower Resourcea of Weat Fakistan" be undertaken, and noted
further that if the study indicated the (Tarbela) project

feasible and justified, any balance of foreign exchange

available to the Indus Fund would be used to meet the

foreign exchange costs of the Tarbela Project (ef. IBRD loan

SLB PAK).

IBRD Loan SLB PAK
Tarbela Project

Islamic Republic of Pakistan

Joint Financing a result of
arrangements worked out within
the context of the Indus Basin
project following the conclusion

July 10, 1968

$830 (approximate)

$4592 (approximate)

IBRD Loan: $25.0 for 25 yrs.,
including 10 yr. grace at an
interest rate current at the
time of first withdrawal.

of studies carried out under the

IBDF Supplemental Agresment, 196l.

gf. IBRD Loan 266 PAK/IDA Credit
PAK.)

Residual amount from the Indus Basin Develop-
ment Pund: $32L.0 (estimated) untied.

Canada: $ L.6 tied loan, interest free,
for SO yrs., including
10 yr. grace;

France: $30.4 untied loan (terms not
available) ;

Ttaly: $40.0 untled loan (terms not

available);

United Kingdom: $24.0 tied loan, intarest fres,
for 25 yrs., including
7 yr. grace;

U.S. Eximbank: $50.0 tied loan, & percent
interest, for 1L yrs.,
including L yr. grace,.

The 0.5. Eximbank and the Bank contributions are
"residual financing" to be utilized only if all
other funds are utilized as specified under Art-
icle IV of the Tarbela Development Pund Agreement.

Normal Loan documentation except for reference to the

Tarbela Development Fund Agreement for:

a) use of the proceeds of the loan and the method of pro-

curement and disbursement;
b) certain conditions of effectiveness and default.

The Tarbela Devslo t Fund Agreement:
Fund Kgresment was Em up on EG

ment according to normal Bank procedures,

Tarbela Developmen!

es similar to the [ndus
Basin Development Fund Agreement, l.s., with the Bank as
Administrator and contributor with procurement and disburse-

3ignatories wers

Canada, France, Italy, the U.K., the U.5. and the Bank. (rf.

266 PAK/60 PAK.)
Payment of Contributions into the Tarbela Pund: Tarbala
greament sta’ t the residual of the s Fund would

be transferred to the Tarbela Pund for use as working capital,
with contributions of tied aid (Canada, U.K., [.5.) being
paid to the Tarbela Fund on a reimbursement basis as evidence

of

by the Borrower.

ture in the lemdi

in the following manner:
First, up to $100.0 of the Indus Fund balance would bLe

1.

2.

3.
L.

uged;

countries concerned is provided
Untied contributions would be drawn dewn

Next, $140.0 disbursement divided equally between the

Indus Pund balance on the one hand, and France and

Italy

on the other hand, with the French and Ttallan contri-
butions providing a total of SOf apporticned in the ratlc

of 3tl respectively;
Next, disbursement of the last of the Indus Fund;
Finally, the Bank contributien would be drawn down.

IBRD Loan 310 OH
Volta Project

February 8, 1962

$196.0
$118.0

IBRD Loan: $47.0 for 25 yrs.,

The Volta River Authority.
Ouarantor: The Republic of Ghana.

Joint financing resulted from size
of project and external financing
required, political interest of

U.3., following discusaions between
Fresidents and historic interest of

including & yrs. grace at

U.K. in the country as well
5.3/L percent intersst. T e

project.

U.5.A, AID (tied): $27.0 of which $20.0 came
from funds availabls to AID from its preda-
cessor agency, the DLF; $7.0 came from AID's
own development loan funds,

Entire amount was for 30 yrs., including 6 yr.
grace at ¥ percent interest.

U.S. Eximbank (tied): $10.0 for 25 yra., inclu-
ding 6 yr. grace at 5.3/L percent interest.

United Kingdom Export Credit and Ouarantee
Department (tied): #L.0 for 25 yrs., inclu-
ding 6 yr. grace at various intarest rates, .

Government contribution in local and foreign
axchange: $98.0.

Wormal separste loan docussntation betwsen Bank snd borrowar
and between co-lsnders and borrower with cross-conditions of

default.

default under Bank loan.

Memorandum of Understanding between the Bank and AID;

standard except for the following:

a) to the extent AID furds were not utilized after the

Any defsult under concession agreement also a

allocation of contracts on the basis of internaticnal
compe titive bidding, the AID would use these funds, up o

the total of $27.0, for fimancing local currency
exponditures;

b) recognizing the desirsbility of coordinating their dis-
bur semen ta for the Project, AID and the Bank undartock
to review together the Authority's proposed procurement
plans for the entire Project ... and to consult with

Procurement was on the mais of international competitive bidding .

]

sach will finance.

Disbur sement by the Bank was for 100% of the foreign exchange costs of items for which the Bank was responsible as indicated on & Mester List of Ooods.

:Mhdl:ntarmu-n“lm -cmnmrp::nm wh: the -:m;: "qlr."w for :l.audruu. tomh(u- with all previocus withdmwals from theloan account, and all withdrawals from other external
ender s, mare Agrregate amoun retofore expended on the Project (Section 2.07 Bank Loan Agreesmnt). This was verified a statement from the Borrower
quarterly basis, and checked by the Bank with the other lenders from time to time. = e . = = i

DMisburssment by joint lenders followsd their own procsdurs.

each other concerning the portlons of that procurement



IBRD/IDA JOINT PINANCING OPERATIONS WITH TWO OR MORE CO-LENDERS

TYPE OF PROJECT

AOREEMENT DATE

TOTAL COST

FORBION EXCHANGE COMPOMENT
BANK/IDA - LOAN/CREDIT

BORROWER
GUARANTOR
ORIOIN OF JOINT FINANCING

(Millions US$ equivalent)

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCING ARRANGEMENTS

SPECIAL PRUVISIONS [N LOAN/CREDIT
DOCUMENTAT ION

INTER-AGENCY AGREEMENTS

METHOD OF PROCUREMENT

Republic of Ecuador

Froject prepared with joint finan-
cing in view primarily to co-ordinats

fecond Highway Project

May 26, 196k lender's policies and ensure adequate

standards of sector investment plan-
$63.9 ning, project financing and general
3276 fiscal performance.

IBRD Loan: $7.0 repayabls over
25 yrs., including 5 yrs. grace
at 5% parcent interest,

IDA Credit: §B8.0 repayable on
normel IDA terms.

U.S.A, AID Loan $6.0 (tied) for 4O yra.,
including 10 yrs. grace at 3/4 of 1 percent
interest during the grace period and at 2
percent. thereafter, To cover approximately
$10.7 in local currency costs, but with no
limits up!ciﬂod.ﬂ Alllianca for mgrl;ga
funds, one loan §2.7 signed Sept. 1 and
one for K13-3 aigned Hey 3k, Tk
IDB Loan: $6.0 from Ordinary Capital resour-
ces for 25 yra., including l yrs. grace at
5.3/L percent interest with local currency
ceiling: $0.5.

Government of Ecuador contribution: $24,9.

Memorandum of Underatanding covering all lenders and
porating standard provisions of earlier individual s
anda betwesn the Bank and AID, and betwesn the Ba
(ef. "IBRD/ (DA Joint Minancing Cperstions witn {5
and "IBRD/IDA Joint Financing Operations wirs IDR

Speclal Vrovisions in Memorandum of Understanding:
mutual sgreement on est [ Projfact Rewalwing

Fand (FRF};
b) agreemwut that U,3.4. ALD would provide up ¢ §i. | ru:
equipmont of U,5. origin, but aftar intermational nom-

petltive bidding;

e} further agreement that AID would [inance parl of lomig
exchange costa of engloeering in case all $3.5 was oo
utilized lor equipment, In which cass the Bank wy
finance corresponding equipment costa.

Common investment and financing plan prowided
allocation of certain items to individual co-lander: fur
100 percent financing of forelgn exchange cost3 and Lar )
financing of other items on the followlng percentage basis:

453 [ERD
55% Govarnmant

3tage [ conatruction:

Stage Il congtruction: 31X DA
174 1B
2% U.5. AID
214 Oovernment

Wiger Dams Authority (NDA) -
Ouarantor; Federal Republic of

IERD Loan 383 TNI
Kainji Project

July 7, 1964 Higeria.

Bank sought joint financing be-
%hmﬁut%ﬁ cause of the need for large
$135 for. axch. amount of foreign exchange,

limiting its initial contribu-
tion for about 60% of foreign
exchenge costa.

IBRD Loan: $82.0 for 35 yrs., in-
cluding § yrs. grace at 5% percent
intarest.

Supplementary loan signed November 27,
1968 for $14.5 for 31 yeara, including
25 yeara grace at .

Italy: $26.1 (tied) through Instituto di
Credito per le Imprese di Publica Utilita
(ICIPU), to the Oovernment for 25 yra.,
including 5 yrs. grace at 4.LS percent
interest, with onl to NDA on same
terms, except that no interest was payable
to the Govermment until Nov. 310, 1368,

U.5.A, AID: $14.0 (tied) to the Government,
cut back in March 1967 (by mutual agreement
with Borrower, (Govt.) and Bank to $7.0.

For L0 yrs., including 10 yrs. grace at i/l
of 1 percent during the grace period and at
2 percent thereafter. Government would re-
lend to NDA for LD yrs., including 10 yra.
grace at 5% percent interest. Proceeds of
loan were restricted to 50% of sub-contracts
placed in the U.5.

United Kingdom: through Export Credit Guar=
antee Department: $1L.0 (tied) for 25 yra.,
including & yra, grace at 6-7.3/L percent
interest. Proceeds of loan were restricted
to financing 508 of sub-contracts placed in
the U.K.

Netherlands: $5.5 (tisd) to the Coverrnment
for 25 yra., including 7 yrs. grace at Sk
percent interest with onlending to NDA for
. 25 yra,, incluoding 5 yrs. grace at 5% per-
cent interest.

Government of Nigeria: On-lending as noted
above, plus a loan for NDA equivalent to:
$6L.0 for 30 yrs., beginning date of project
completion at 5% percent interest. Oovern-
mant is prepared to finance additional $20.0
of local costa of 1968 eatimates.

Canada: $1.68 ... Grant for technical assis-
tance.

No Memorandum of Understanding, but exchange of informst
between lenders was handled partly through the mechandsm
the Consultative Group and partly by direct ecomtacts,.

Procurement was on the basia of international competicive
bidding, with contracts allccated after Lhe bidding.

Disbursement followed the regular procedures of
with adaptstion to the Borrower's situstion.

each jender

The supplementary loan s to cover a shertfall in Favelg

exchange which has developed from:

a) & rise in project costs, coupled with

b) the fnabllity Lo utilize all the tled funds avalietis
after competitive bidding was completed.
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THAD IDA JOTNT FINANCING OPERATIONS WITH TWO OR MORE CO-LENDERS
(Millions U5$ equivalent)

TIFE OF PROJBCT

AJREEMENT DATE SPECIAL PROVISIONS I[N LOAN/CREDIT
TOTAL COST BORRWER DOCUMENTAT ION
FORETON EXCHANGE COMPONENT JUARANTOR JOTNT LOAN TERMS AND CONDITIONS TER-AGENCY AOREEMENTS
HANE/IDA ~ LOAN/CREDIT ORIDIN OF JOINT FINANCI AND OTHER FINANCING ARRANGEMENTS METHOD OF PROCUREMENT
IBRD Loan 563 TU Republic of Turkey The ceilings on tied offers from participating Normal separate Bank loan documentation, including cross-
Keban Transmission Lines Project co=lenders wers: conditions of defsult with ceapect to arrangements made,
Joint financing was result of Qovern- - or to be made, for Syndicate [inancing.
Nctobar 31, 1968 ment request to OECD Consortium for USA Bho.0
Turkey for asaistance in financing France 10.0 . loan Agreement provided that local currency withdrawals
Total Project the overall project and subsequent Germany 20,0 shall not exceed the equivalent of 85 percent of the amounts
. formation of a 3yndicate of Lenders Ttaly 10.0 . paid under rontracts or the cost of goods payable in lucal
$13%0.0 under the Chairmanship of the Werld * EIB 30.0 currency, and the aggregate amount of withdrawals in local
Bank, Due to restriction of bidding currency shall not exceed cn amount equivalent to one-thirc
‘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 betwesn the principles: on the basis of signed contracts can reasonably be expected
$35.9 Syndicate members on the one hand, and &) terms of lending te he not harder than 15 .to withdraw, from the Loan Account in foreign exchange.
$22.7 the Bank (THRD) on the othar, Differ- yrs., including & yr. grace at L percent
ences of opinion between the Bank and interest, axcept for the World Bank loan; Bank procursment and disbursement according to normal pro-
TBRD loan: $25.0 for 25 yra., EIB on the method of exerclsing respon- b) econtributions from each bilateral lender codures against a separate list of goods.
including i yr. grace at 6-1/2 sibility for management of project led to be used for financing an initial $5.0
percent interesi. to complete aeparation of projects, of local currency expenditures; and there- No Memorandum of Understanding between the Syndicate and
with EIB primarily respenaible for after for financing the foreign exchange the Bank, but Syndicate agreement on [inancing principles
supervision of the civil worka and cost of purchases in the respective con- Froject provided opportunity for ETB to press for the )
power station project, and with the tributing countries up to the celilings principle of co-management of the project and for a Joint
Bank retaining responsibility for sup- spacified. Any residual funds were to be IBRD/ETE "Syndicate secretariat.” The Bank regarded both
arvision of the transmiasion lines available for local expenditures up to one- ideas as impracticable.
project, in accordance with its normal third of the amounts used for foreign ex-
procedurss. change financing.

e) EID contribution to be used to finance purchases in EEC countries, which, in the case of EEC membsr countries participating in the 3yndicats, would be on a 50 percent matching basis;
stherwise 100 percent;

a4 stitive bidding to be restricted to participating countries consistent with arrangements with (b) and (c) above;

L -4 Bank participation would carry standard lending terms and bs used for procurement on basis of full international competitive bidding

f) contingency reserves were to be set aside equivalent to 10 percent of forelgn exchange requirements of each contrect;

g) an important agresment provided thet the prime civil works contractors could finsnce parchases of materisls, equipment and services from any and all of the participating countries

up to certain limdts to be specified on the basis of the bid analysis of costa.
U.5. AID Loan: $L0.0 (tied) was for LD yr., including 10 yr. grace at 1 percent interest during the grace period and 2% psrcent thereafter from development loan resources.

France: $10.0 total, of which: 36.0 export credit for 10 yr., with no grace period at & percent interest; amd $L.0 French Treasury Loan for 15 yr. including 5 yr. grace at
1 percent intersst for the first five yr. and at } parcent thersafter.

Ttaly: 310.0 for 15 yr. at L percent interest. Orace period not known.
Osrmany: $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 ETR 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 [inancing of qualifying industrial projects at L% percent interest (at least 30 percent of the total must be used for this

purposs) end 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 10 yr.
for all funds so lent. The epecial fund ag expires Dy it 1, 1969, .

Total centriburions for Keban Dam FProject: Syndicate Co-lenders: $110.0; Government: $265 (or more).

Total contributions for Bank Tranamission Lines Project: Bank: $25.0; Dovernment: $10.9 with on-lending of Bank Loan, on same terms, to ETIBANK (or TEX, the Turkish Electric
Authority, when it comes into existence),

Cost Overrun on Dam Project Due tc increass in cost, inability to utilize fully the U.5. and German offers, and expenditures in France and Ttaly in excess of ceilings, project cost
sxcesded both avallable and usable funds. Financing of the shortfall of funds not yet decided pending revision of cost estimates.

Proposed IBAD Loans for an Borrowers: Sociéte pour le Développement COCE Loans: $5.8 total for 21 years including Normal, separate loan documentation between the Bank and
oil palm and coconut project in et 1'Exploitation du Palmier 6 years grace at L-1/2 percent interest and Borrower, between CCCE and Borrower, Including cross-
the Ivory Coast. i Huile (SODEPALM) divided as follows: conditions of effectiveness and default is envisaged.
Bank loan effectiveness alao to depend on the effectivensas
Und-  consideration. PALMINDUSTRIE, an associate $1.7 to SOIEPALM for oil palm plantations; -  of the joint CCCE/EIB loans for the parallel oil mill project.
company of SODEPALM $4.1 to SODEPAIM for oil palm and coconut Bank will presumably require certaln guarantees and
| A total cost Bank project) outgrowers. assurances from PALMIVOIRE and its shareholders with regard
$17.v (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) between the execuiing agencies of
NOTE: PALMIVOIRE will be established s & for oil palm outgrowers And coconut programs.  the project, SODEPALM, PALMIVOIRE and PALMINDUSTRIE.
IBAD Loans totslling $17.1 for management. company to operate the
?1 yeurs including 6 year grace abave property holding companiss. OGovernment and other shareholders: $1.L to Ho Memorandum of Understanding between the Bank and
at 6-1/2 parcent interest to the The three companies will be linked PALMINDUSTRIE for one oil mill. co-lenders, but all have agreed to coordinate their efforts.
following agencies in the amounts in an "Assoclation en Participation™ and the Government has taken great care to clear the
spacified: a pmriﬁmﬂ"" Outgrowers: $1.L for oil palm and cocomnut program and project propossls with all potential sources
Programs. of external finance.
$4.8 to PALMINDUSTRIE, for one Joint financing a result of Government
oil mill; request to the Bank for assistance in Parallel profect of 5 oil mills costing about Procurement for the Bank project is expected to be on the
$9.0 to SODEPALM, for oil palm financing 5.0 total to be financed by loans to basis of international competitive bidding.
and coconut outgrowers and (a) a modest expansion of an ambitious PALMINDUSTRIE by Caisse Centrale (CCCE) and
coconut plantations; on=going oil palm development EIB in a joint operation providing $3.0 and DMabursements of Bank loans would be againat a common lis®
$3.3 to SODEPALM, for oil palm program (primarily financed by FED $9.0 respectively, CCCE at 6 percent of goods for:
plantations. grants) and a small program for repayable over 21 years including & years 100% of the costs of all imported items;
coconut development, and grace, EIB at 6-7/8 percent repayable over 100% of the cash credits made to oil palm and cocomut
(b) the establishment of the necessary 16-1/2 years including L-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 contracta.
in plantation development, and the kind, the Ivory Coast Calsse Autonome
role of EIB In the development of the d'Amortissement. foreign suppliers' credits Joint disbursement with CCCE for remaining items, field
proceasing industry, the cooperation and cash generation. development and local costs, is expected to be on a
of co-lenders in eatablishing percentage basis yet to be determined between the Bank and
matisfactory sector organization and CCCE.

management became assential. The
Government request to COCE was
originally for assistance to the
Oovernment in meeting the balanece of
the financing needs.
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(xii) IBRD/IDA JOINT FINANCING OPERATIONS INVOLVING EXPORT FINANCING
INSTITUT IONS

Introductory note

1. Origin of %olnt finan01qg. Following a series of exploratory discussicns by
Bank staff wit icials of various governmments concerned with financing assicstance

to developing countries and with representatives of private financing institutions
during the course of 196l and 1965 agreement was reached on a mechanism through which
private financing institutions, using bilateral export credits, could join with the
Bank to finance goods procured under international competitive bidding for projects
prepared and executed under the supervision of the Bank, The first pilot project was

a Mexican power sector project, costing $309 million, for which a Bank loan was made
in December 1965.

2y For the first operation, agreement on arrangements for joint financing was
reached with five countries, namely Canada, France, Italy, Japan and Switzerland.

These arrangements provided that contracts potentially subject to joint financing woul 4
be awarded on the basis of cash prices (i.e. without taking account of credit terms);
and that the Bank would finance 2/3 and joint lenders 1/3 of the value of orders.
However, the actual terms of joint loans were left in large part to the individual
participating countries. In practice joint loans were at least 10 years from delivery
of the goods. There was no general agreement on what would be covered by these lcans,
and participating governments appear to have applied certain restrictions on the nature

of the goods and the size of the orders, which they treated as eligible for joint
financing.

3 Following the experience of the pilet project, discussions on joint financing
with governments and private financing institutions were continued under the auspices
of an ad hoc group }/pCOnsisting of member countries of the Consultative Group for
Colombia and those interested in joint financing of projects in both Colombia and Mexico.
In October 1967, agreement was reached in principle on the joint financing of three
projects in Colombia (the Bogota Water Supply Project, the Bogota Third Power Expansion
Program, and the National Power Interconnection Project) and one project in Mexico

(the Second Power Sector Project). The choice of projects was based on the following
considerations: (a) external financing was required primarily for imported goods;

(b) the imported goods required were generally of a kind appropriate for long term

export credit financing; and (c) the countries and the borrowing enterprises were
creditworthy.

L. The following table shows the estimates of joint loans envisaged at the time
the amounts of the Bank loans were fixed:

Estimated US $ million equivalent

Total Foreign Bank Other
Cost Exchange Cost Loan Joint loans
Bogota Water Supply 35 17 1 éé 3
Bogota Power Supply i 28 18 %? =Y
Colombia Power Interconnection 2.96 21.4L 18 = 3 H
Second Mexican Power Sector Project .o A1 e R
/Tirst Mexican Power Sector Project 300 115 110 W

1/ Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Spain, Sweden,
United Kingdom, United States of America and Switzerland.

g/ Portions of the Bank loan may be cancelled should the joint financing formula
result in larger financing by other joint lenders.



’ The participants in the October 196/ discussions expressed the strong feeling
thhat, there should be the greatest possible degree of prior agreement on the tgrms of

i int financing operation before any effective action was taken to implement }t and .
-n the cost-sharing formulaj both participating countries and the Bank emphasized thal
acceptance of the formula should not be taken to imply & cormitment to the formula for
the future.

—— = 1/
o General formula for joint financing: The following provisions oi the mgmor§u§0m -
recording the polnts agree The Dank and the Governments of countries partchpaE%ng
in the second meeting on Joint Financing, held in Paris, October 1967, are quoted verbatimn:

"The {ormuila for provision of external financing of imported goods required
for the project would be, in the case of contracts for the three Colombian
projects, S0 percent by the Bank and 50 percent by the supplying countries
and. in the case of contracts for the Mexican project two-thirds by the

Bank and one-third by the supplying country. This formula would only apply
to individual orders for imported goods of at Jeast $200,000 aggregating for
each individual project at least $1.0 million in any one supplying country."

nA1l countries with prospects of obtaining significant contracts under the .
above formula for a particular project would indicate their willingness to J?lﬂ
in its financing as a pre-condition for proceeding with joint financing of that
project.”

"The terms of maturity of joint loans would be a minimum of 10 years from
delivery of goods, with an appropriate grace period, in cases where matusrity_
i3 calculated from the date of signature ZES opposed to the date of delivery/ .
The interest rate and other charges would be no higher than' the most favoreble
rate and charges which the country otherwise provided with respect to long-tern
export credits,” -

"he 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 followed for
Bank projects, without reference to credit terms including interest rates and
amortization schedules."

{'a The Bank was to continue to finance 100, of orders not eligible for joinv
financing under the formula and also goods procured in countries not participating 1n
the joint financing agreement. Special difficulties arose in obtaining joint finsncing
for some cases of multi-national procurement. 2/  These difficulties stemmed from the
award of large contracts to a prime contractor of one country who intended to supply
goods and services originating not only in that country bub also in other countries.-

74 Distributed to Executive Directors as attachment No. 2 to the President's Report %nd
Recommendations (P-596) on a proposed loan for the third power expansion program i
Colombia (R68-72), May 16, 1968. :
gj Tt is understood that a number of Buropean countries have concluded reciprocal

agreements with each other under which the insurance of a major contracter for
capital goods could cover work sub-contracted to another country (a parly to the
agreement) up to a certain proportion of the value of the main contract. However.
this also depends on the type of financing provided, 1.€. whether il is A crodit

to the supplier or the buyer. Not all of the major supplying countries participale
in these reciprocal agreements.
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The joint financing arrangements of October 1967 did not provide for the allocation

of responsibility for providing credit in such cases. It has since emerged that the
export credit institutions of some countries are prohibited by their statutes from
providing credit in respect of goods procured outside the home country or of goods with
a significant import content. Some countries of sub-contractors are alsu reluctar

to provide credit in respect of sub-contracts where the prime contractcr iz of moiber
country.
B. The role of the Bank: The Bank is responsible for establishing agreement in

principle with governments and private financial institutions on (a) the desirability
in principle of a joint financing arrangement of a particular country or countries;

(b) identification of projects considered suitable; (c) the general formula for joint
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 course,
for the execution of a loan agreement to cover its share of the financing of imported '
goods, in accordance with the agreed formala, as well as the finance of other items

in the project. dJoint lenders are advised by the Bank from time to time on the progres:
of its project appraisal, on the status of procurement and the award of contracts for
the projects concerned.

Qs The Bank is responsible for ensuring adherence to Bank guidelines for Lhe
prequalification, bidding and award of contracts. In carrying out this role, supervising
the project and administering its own loan, the Bank necessarily provides an equivalent
service to joint lenders. The Bank is not responsible for the disbursement of joint

loans. However, at the request of three countries, arrangements have been made under

which certification of the Borrower's withdrawal application and accompanying dccumentatiocn
as acceptable for Bank reimbursement is also accepted for disbursement under the joint
loans of the countries in question.

10. The Bank included in its loan agreement provisions: (a) requiring the Borrcwer
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 exdess of the foreign exchange amount of the project after taking into
account the joint arrangements made (in the case of the Colombian projects); (e) perm’ ing
adjustment within prescribed limits, of the amortization schedule of its loan to the
schedule of joint loans, once these are established, so that the total annual
amortization payments required of the Borrower would be reasonably approximate tc 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 advance
of the effectiveness of joint loans if this were to be justified by the circumstances of
the case; (e) stipulating that prematuring of a joint loan because of a default by the
Rorrower would be an event of default under the Bank loan.

11. Role of other lenders: The joint lenders agreed to enter into loan negotiaticns
with the relevant borrowers in Colombia and Mexico promptly upon receipt of notificaticn
from the Bank. In the case of the Colombian projects, the joint lenders were notified
at the time of the Bank's own negotiations, when the award of contracts was known for
over 50% of imported goods; in the case of the Mexican project the award of contracts
extends over a period of time and joint loans need to be negotiated when there are
jndications that countries' suppliers are receiving contracts in amounts eligible

for joint financing.
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17, /It was also agreed that, if a joint lender found it necessary to place a

ceiling cn _he amount of the financing to be made available, it would consider

seriously .he possibility of increasing this amount in the event that the flow of

orders was such that its share of their financing under the joint financing formula

would cotherwise have exceeded the ceiling. The Bank was made responsible for considering
the effect of any such ceiling and for advising, after consultation with interested

joint lenders, as to whether the ceiling wruld, in the Bank's judgment, be adequate

in relation to the orders likely to be obtained. Ceilings were imposed by most countries
but there has been no necessity as yet to seek any increase in the limits prescribed.

13. Joint loans are normally to be made directly by the export financing institutions
to the borrowing agencies in Colombia and Mexico, and not to the governments.

Ll The joint lending institutions, that is the export finance institutions (B.F.L.)
and the appropriate borrowers, were requested to agree with the Bank on a letter
providing for coordination of the Bank and joint loans, defining the specific joint

loans and summarizing the understandings between the Bank, the financing institutions and
the borrowers. These understandings are to cover the following subjects: (a) terminology
and definitions; (b) notification of award of contracts to suppliers; (e¢) payment of
goods and services and subsequent claims for reimbursement by the Bank and individual
export finance institutions in the appropriate cost sharing percentage; (d) in the event
of any refusal to disburse, notification by the lender in question of all other parties
concerned, (e) supply to the Bank of information regarding the utilization of the
proceeds of the loan together with the appropriate amortization schedule; (f) cooperation
and exchange of views and information on operation of such loans and performance of
obligations thereunder; and (g) prior warning of any conditions likely to interfere

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 consultation.

18, Role of the Borrower and Guarantor: The Borrower and Guarantor are required

to use their best efforts 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 full. They are 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 new 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 of both the Borrower and the E.F.I.
the Bank has been represented during some of these negotiations. .

16. Further details of individual projects are given overleaf.

1/ Ceilings were imposed as follows :=-

Colombia Mexico
Belgium o5 10
France 10 10
Germany 14 10
Ttaly 10 10
Japan 1L 10
Sweden Ly n
L6110 o ' 10 10
UsA 10 8

No ceilings were imposed by Canada, Netherlands, Spain and Switzerland.



TYFE OF PROJECT
AGREEMENT DATE
TOTAL COST

FORETON EXCHANGE COMPONENT
BANK/IDi - LOAN/CREDIT

- % -

IBRIVIUA JOINT FIMANCING OPERATIONS INVOLVING EXPORT FINAMCING IMSTITUTIONS

‘BORROWER
UUARANTOR
ORIGIN OF JOINT ¥THANCING

(Millions US$ squivalemt)

JOINT LOAN TERMS AND CONDITIONS
AND OTHER FINANCING ARRANCEMENTS

SPECIAL PROVISICNS TN LOAM/CREDIT IMCUMENTATION
INTER-AGENCY AGREFMINTS
METHCD OF PROCUREMENT

IBRD Loan L35 ME
Power Soctor

Decesber 15, 1965

$309
815 extermsl financing proposed

Bank loan: $110 ls;.h at 5.1/2
percent and ‘].6.6 at 6 percent,
rapayablo over 20 years with L yesars
grace; amount determined in
expactation that Mexico would obtain
remainder of external finsncing, $35
from countrise which would be major
suppliars.

Comision Faderal de Elsctricidad
and Nacional Filmanciera S.A.
Guarantor: Oovernment of Mexico

For origln of joint financing see
*Introductory Hote™

IBRD Loan 536 0O
Bogote Water Supply

June 3, 1968

$35.3
7.3

Bank loamt $1L.0 for 20 yeara
L.1/2 years grace at 6.1/} percent

Empresa de dcueducto y Alcaptarillado
ds Bogota

Ouarantors

For crigin of jolpt financing see
"Introductory Note®

Gorernmept of Solonbia

Canada - 85.0 {#2.1) Export Credit mmanm
Corporation at & parcent for 15
from signature (Ostober 27, 1966{
France - $10.0 ($2.9) from two commercial banks
at 6.7 percent for 10 years delivery
Ttaly - $1C.0 {($0.1) from Istituto Mobillare
Italiano at & percent for 15 years
from al.gnat.n.r.
Japan - $'F.u ($10.0) from Eximbank at

£ percent + _ﬁn’a percent gomEliment
fon for 15 yoars from slgolng
Switzerland - $7.0 (30.9) frum commrcial
banks st &4-7% for 10 jrars from
datn of dellvery
Procurseernt in Mexlco, Spein, US4, Swedan,
U.K. and Oarmany, in soms cases sabst ial,
was not coversd by joint losms and tha jolot
losns which were mde wers atillzed to the
extent of actusl procursment, ostimtes of
which are shown in brackets.

Teras and status of Jolnt loans reflsct
progress of awerd of contracts and are not
yet Tinal,

Garmany - Ereditanstalt far Wiedaraufbau (KfW)
oM 2.3 %o L0 millien (USES00,000

equivalent);jcomplation of negotistions

awalting agreement on amount;
10 years from start of operation or
delivery; 7 percent p.a.; 1/h-3/k
ef 1 percent commitment clargs.

.8, Bxpart-Isport Bank - up to 0533.0;
oegoilatlon substantially completed;
10 ysars from shipment; O percent
Poltej L/2 of 1% p.a. comitment fea.

1ERD Loan 537 €O
Bogota Povar Supply

June 3, 1968

$b3.7
$25.0

M loan: $18.0 at 6.1/4 percant
la over 20 years with 3.1/2
grace, mubject to corresponding
reduction if joint financing
axceads §7.0.

Emresa de Energla Elsctrics de
Bogote

OGuarantor: Government of Coloabia

For crigin of joint financing ees
"Introductory Nota™

Termn and atatus of joint loans reflact
progreas of awnrd of contrects and are not
yet final.

Germany - Kreditanstalt for Wiederauibau (EfW)
up to IM 8.0 millien (USH2.0 million
squivalent}; pegotistion completed.
Avaiting signature. 10 ysars froa
start of operation or delivery;

? percent p.a.; LL-3/4 of 1 pereent
commiteent charge.

Italy - Istituto Mobillare Italians (IMI)
Tt.Lire 1.0 Lillion (US$2.9 million
souivalent). Signed August 1968;

wwaiting declaratiom of affectlvencss;

10 years from completion of works

dapsn - Export Isport Bank of Japan, up to TEM 1.08 billden (03$3.0 million squivalent); negotiation not yut complated.
U.8. Export-Ispart Pank, up to US$2.0 million; megotiation substentially completed. Signature expected shortly.

IERD Lomn Sl ME
Sscond Power Bector Program

June 28, 1960

$155.0
$112.0

Bank Loani $90.0 at 6.1/2 porcent
repayabls over 20 ysers with li yeacs
grace pericd; amowunt determined in
sxpactation that Mexico would obtain
resainder of extermal finsncing
wd, $22,0 from comntries of
or supplisrs,

IERD Loan 575 CO
Powsr Interconnsction

& percent p.a.; no comitment charge.

Comision Faderal de Elactricidad
and Nacional Financiers S.A.
Owrentors Corernment of Mexico

For origin of joint financing see
"Introductory Note®

Terms and status of joint loans reflsct
progress of award of contracts and sre not
yet final,.

France - substantisal contracts awarded.

Germany (KfW) - DM 5.0 million (US$2.0 milliem

oguivnlu:t) at 7 percent p.a. for
years from date of sigoature.

Joint loan far L6 ME extended to

June 1968,

$25.0-230.0 negotiated but no detsils

avallable.

36.0islgned but no .la-t.nl‘s avallable;

probably at 5%,with appropriste bank

char gea, foar 10 years

Switserland - $6.0-57.0;Joint loln from

L6 ME extended.

U.K. = $2.0; no dotalls,

USA Eximbank - $S.u ut & percent for 10 years

Ttaly -
Japan -
Spain -

Jas "Introductory Nota".

Loan made for paymnts eligible for Denk finspeing
during two ysar period 1365/68

{a) 2/2 of paymeita ok om
for joint flnamelog;

(b} paymentz on egquipmest contracts for cther
goods proourad under intorpational cmpeutxu
bldding up to $50,0 million equivalen

(g} forelyn exchengs cunpopant of u\un works,
vetimted at $15.0 miildong

(d} interest daring coustruction, comsultants
sarvicas, sto.

cwmirpets eligibis

N

Ses "Introductory Hote"

See “Introductory Note"

10 yeara from shipment; -3/l percent p.s.; 3/ of 1% p.a. =u-::.:rnnt.

10 years from shipment; £ perrent p.d.j 1/2 of 1% p.s. commiiment fee.

See "Introdoctory Hote®

Losn of $71 for comstruction expenditure items,
consulting fees, transmiesion and distribution
equipment and gemerating equipment with a short
producticn time; $19 million allocated far specific
contrecta for mjor generating equipment with long
production paricde.

Banic loan coverst

(a) 2/3 of paysents far sguipmert contrmcta sligitile
for joimt Pimancing;
(b} full amount of payments for other equipsent

procured abrosd;

forelgn curvancy comporsnt of equlpment
procured in Maxicoj

forelgn currency componant of civil works;
paymnte to foreign consultents.

(e}

(d)
[T

incluwling ? years grace

Caneda - ECIC imtends te nogou.n.o lean for $4.6 for 15yrs. with 2 yrs. grace.

Interconexion Elscirica S.4.
Colombia

See "Introductory Note"
Bank loan would cover

Tarma and status of jJolnt loans rellect
progress of award of contracts and are not

yet final,

Ttaly, Istituto Mobiliare italiano (IML) -
It.Lire 1.4 billion (U5$2.25 millien
equiv.}; 10 yewrs from completion of
work) € parcent p.a.; no commitment
charga; IS4 has advised INI of demire
to negotinte.

Erpart-Import Benk of Japan -

at least YEN 725 million (US$525,000

{a) 50% of coet of eligible contracts for imported
sguipment up to $11.5;

() 50% of cost of engineering mervices up to $2..5
(¢) inmterest on loans during copstruction of $2.0;
(d) contingencies $2,].

Lozal cost fipancing from award of contracts Lo laca
firms should not exceed $2.0 mililom.

December 2, 1968

$29.6
$21.L

IERD Loan: $18.0 at 6.1/2 percent
repayabls ovar 25 yoara with 5.1/2
years grece, subject to corresponding
redwtion 1f joint finsncing exceeds

Ouarantors Oovecnmant of Colombia

For origin of joimt fimancing see
"Introdus tory Note®

Japan,

" 1ion. equiv.}; 10 years from shlpment;
s 6.3/43 p.a.; Al of 1% p.s. commitment
charge; lender informed of intention
to megotiate,
Switzer - amount will dspsnd on amounts of mb-orders and Swiss policy on fivancing sub-orders; londer infermed of lntemilon Lo negotiste,
Sweden, Svensks Handelgbanken - US$2.0 million equiv. 10 years from chipmentj interest rate not yet lmown.
!hnoc, k.nqu Frangaise commerce d'extsrieur - US$2.0 nul.qn equiv,, terma not yei known.

l/ The amm and French loans are slternutives far the sams ﬂ!‘du‘. They would bs eubt-orders derived from a prime coptract with an Italian supplier and we are chr‘mtl;y awadting indarmatyon
from the supplisr as to which of thess two countries wili receive the sub-order, Both ifnstltutions have indicstsd ar interest in providing finaneing for the sub-arder.
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December 11, 1969

Dear Jim:

On my return from 2 mission I find your letter of
December 5th with the enclosures. I have referred your
paper to Mr. Richard Demuth who has been put in charge
of defining the Bank's views on the Pearscn Commission's
recommendations.

Sincerely yours,

T

Chief Economist
Western Africa Department

Mr. J. n.o;;m

20 Schudy

New Rochelle, N.Y,
10801

JCWs ja
¢c. Mr. Demith
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FROM: The Secretary December 11, 1969

PEARSON COMMISSION RECOMMENDATIONS

In pursuance of the procedure indicated in the President's
Memorandum dated October 10, 1969 (SecM69-L72), there are
attached hereto analytical memoranda dealing with Recommendation
Nos. 7, 9, 10, 15, 16 and 31 in the list set out in the attach-

ment to the memorandum of October 10.

Distribution:

Executive Directors and Alternates
President

President's Council

Executive Vice President, IFC
Vice President, IFC

Department Heads, Bank and IFC



INTERNATIONAL BANK FOR
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WASHINGTON,D.C. 20433, U.5.A.

OFFICE OF THE PRESIDENT

DECLASSIFIED
CONFIDENTIAL

MAY 20 2022
WBG ARCHIVES December 11,1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Sub ject: 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: TFC Policies

Recommendation No. 9: IFC Project Identification and
Investment Promotion Work

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.

/ﬁffw( AL
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OFFICE OF THE PRESIDENT

December 11, 1969

MEMORANDUM 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 investmentshave
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. While 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/

Ana}zsis

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 norma+1y obtained by private investors for similar
financing. “3/ 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."L/ IFC wants partners in the enterprises in

1/ This is a paraphrase of two paragraphs in the Commission's report (pages 114-115)
T  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. DECLASSIFIED

3/ Art. III, Sec. 3(v).

L/ Art. III, Sec. 3(vi). MAY 20 2022

WBG ARCHIVES
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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. Bach of
these objectives alone, and certainly in combination, makes the prominence
of the profitability criterion inevitable.

Tt 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.

N 9 A
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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. 9 Concerning IFC Project
Identification and Investment Promotion Work

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. DECLASSIFIED
2/ Ibid., page 105. MAY 2[)2022
é_/ _Iﬂj;@-, page 110. WBG ARCHJ\/ES
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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 l/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. 1ho.
g_/ No. 1370

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 (ADEIA),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/ ADEIA is a private corporation, with authorized capital of $60 million,
$52.65 million of which has been subscribed by 23l stockholders in Europe,
the United States, Latin America, Canada and Japan. It makes equity and
loan investments and, through an entity known as ADEIATEC, which is in
effect a firm of development consultants rendering services to ADEIA 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 $L40 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.
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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.

/ﬁf/W<"/cm~._
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MEMORANDUM TO THE EXECUTIVE IILRECTORS

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{9 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.g/

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 115. The proposal for reorientation of IFC policy is
the subject of a separate memorandum.

2/ Report, page 11l.
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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.l/ 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 govermnment 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.

i/ Some of the general survey missions organized by the Bank included in-
dustrial specialists, but no survey mission has been sent out since

196L,.
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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.
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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.

ST S 97 A
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MEMORANDUM 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,L/ and else-
wheresin 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.
L4/ TIbid., page 31.

5/ Ibid., pages 6L4-65.
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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.;/ 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.

An gis

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:l/

a. The Bank Group has helped to promote 12 development banks
and to reorganize another six.

1/ Report, page 65.
2/ Ibid., page 61l.

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 institutios of the former type,
devoted primarily to stimulating medium-sized and smaller enterprises in the
private sector of the economy.

L/ 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 $95L million. This financing
was extended to 28 companies in 24 countries and included
Bank loans (93%), IDA credits (L4%), 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.

g/ 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.
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The 28 development banks presently associated with the Bank Group are now
comitting 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. 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. 1In fiscal
1969 the number of professional staff in the Bank's Development Finance
Companies Department increased by 508, 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.l/ There are "functional" estates specializing
in one type of industry, e.g., metal working. "Satellite" estates have been

;/ 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.

)_1-/ e .g vy Singapor‘e .
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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.;/ 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 similar operations by private entre-
preneurs. Given public ownership at one or another level of government, the
question arises, in relation to the Commission's recommendation, as to what
kind of external assistance governments need and what 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 onme 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. WNevertheless, 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 gtate
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. BEach 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 through which agricul-
tural credit may be extended.l/

Agricultural credit cooperatives specializing in investment lending are
rare in developing countries. More frequently 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 than funds.

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. 1In 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 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 assoclation 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. Ue 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 Executive Directors 1ls now required.

ST S99 Ao

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."l

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 Jjoint 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 17Lh. 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 formla,
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,g 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, 19683 Loan 575 CO, December 2, 1968.

2/ Loan 36 ME, December 15, 1965; Loan 5Ll 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 maximmm 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

S 9 A



ANNEX 1

JOINT FINANCING OPERATIONS BY YEAR OF SIGNATURE OF
LOAN OR CREDIT

Forelign Bank/TDA
No. of Total Ekchange Contri- Co-lender % Total Cost

Year Projects Cost Cost ;: bution amount g/ Bank/IDA ™ Co-lenders
Primarilx
development = =--=mmmmmmemmmmo-e- $ million =~=—ccececanua-
finance:
1955 1 26.6 18.0 18.0 2.5 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 L1.1 i1 | 6.1 66.6 10.3
1959 3 195.6 160.L 60.2 32.3 30.7 16.6
1960 7 279.7 230.2 113.0 56.3 Lo.L 20,1
1961 5 283.) 151.6 75.1 63.7 25.1 22.5
1962 i 196.0 118.0 L7.0 51.0 23.9 26.0
1963 3 97.6 6li.6 L3.6 22.9 Lh.6 23.5
1964 8 Lhs.L 28l.5 145.6 99.5 33,2 22.3
1965 2 37.8 25.1 15.7 171 L1.5 L5.2
1966 . 39.0 2l.0 19.2 L.8 19.2 1.3
1967 L 125.0 94.3 53.2 18.0 52.5 1)
1968 9 586.1 26),.8 145.9 150.3 25.2 25.7
1969 thru

Oct. 15 10 577.8 2Lh2.4 153.4 101.8 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 14,858.0 2,981.3 1,204.5 1,963.5 2h.7 40.2
EEEort
Finance
1968 5 536.6 320.7 250.0 €y bl I 8 9.6
1969 oL 2L7.4L 80.0 60.0 19.7 2.3 7.9

Total 67 5,6L2.0 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.
The saving of $32 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.

Amounts likely to be utilized following pattern of award of contracts.
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OFFICE OF THE PRESIDENT

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 orld Bank undertake
a review of the need for organizational change of the International
Development Association as its functions increase." E/

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.g/
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/ TIbid., page 223.

3/ Ibid., page 22l.
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(b) a separate IDA policy-making staff, to function independent
of, although in consultation with, Bank staff}

(¢) 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.

An is

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 mammer 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

l/ 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
"IDA".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,g 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 tke Bank lends or to the Bank's position on such

}_/ IDA/R59-1, dated October 9, 1959, para. 6; IDA/R59-2, dated October 22,
19593 page 5-

2/ 1IDA/R59-2, dated October22, 1959, page 5.
3/ IDA/R59-2, dated October 22, 1959, page 5,
i/ Ibid., page L.

5/ 1IDA 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.
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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.l

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.
. A
A7

1/ "IDA Lending Policy", IDA/FPC 6L-8, July 30, 196L; IDA/FPC 6L-9,
August 10, 196l IDA/FPC 64-10, August 12, 196L. "IDA Policies", June 2L,
1968 and July 16, 1968; IDA/SecM68-81, August 8, 1968 and IDA/SecMs8-81/1,
August 15, 1968.
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Sub ject: PEARSON COMMISSION'S RECOMMENDATIONS
REILATING 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 Work

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.

/ﬁf/n&( e



df?%%} INTERNATIONAL BANK FOR

[oromca aa] RECONSTRUCTION AND DEVELOPMENT
)
K"“.-,,,lilfj 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. 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 investmentshave
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. While 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/

Ana}xsis

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 ncrmally obtained by private investors for similar
financing."3/ 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 tenns.“g/ 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).

DECLASSIFIED
h/ Arts TIT, Sec. 3I(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.

Tt 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,
TFC 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.

/ﬁf/M< Ao
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 9 Concerning IFC Project
ldentification and Investment Promotion Work

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.é/ 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.

DECLASSIFIED
1/ Report, page 110.
2/ Ibid., page 105. MAY 20 2022

3/ Ibid., page 110. WBG ARCH!VES
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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. WWe 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 1l/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. 1LO.
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/ ADEIA is a private corporation, with authorized capital of $60 million,

T $52.65 million of which has been subscribed by 23l stockholders in Europe,
the United States, Latin America, Canada and Japan. It makes equity and
loan investments and, through an entity kmown as ADEIATEC, which is in
effect a firm of development consultants rendering services to ADEIA 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 $L0 million, was modeled on ADEIA; 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.
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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.

/ﬁf)/-w< A
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MEMORANDUM TO THE EXECUTIVE ITRECTORS

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.g/

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 115. The proposal for reorientation of IFC policy is
the subject of a separate memorandum.

2/ Report, page 11l.
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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.l/ 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.

1/ Some of the general survey missions organized by the Bank included in-
dustrial specialists, but no survey mission has been sent out since

196L.
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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.

ST S D Ao
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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,y_/ and else-
wheregj.n 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.
L4/ TIbid., page 31.

5/ Ibid., pages 6L-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:L/

a. The Bank Group has helped to promote 12 development banks
and to reorganize another six.

1/ Report, page 65.
2/ 1Ibid., 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 promote production in all sectors of the economy
and to borrow abroad. Accordingly, the following description of the Bank's
experience with "development banks" concerns institutions of the former type,
devoted primarily to stimulating medium-sized and smaller enterprises in the
private sector of the economy.

=

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 2l countries and included
Bank loans (93%), IDA credits (4%), 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.}/ 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.

g/ 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.
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The 28 development banks presently associated with the Bank Group are now
comitting 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. 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 intermational 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.l/ There are "functional" estates specializing
in one type of industry, e.g., metal working. "Satellite" estates have been

&/ 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, 3ingapore.

i/ 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.l/ 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 similar operations by private entre-
preneurs. Given public ownership at one or another level of government, the
question arises, in relation to the Commission's recommendation, as to what
kind of external assistance governments need and what 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. WNevertheless, 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 gtate
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. Bach 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 from 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 through which agricul-
tural credit may be extended.l/

Agricultural credit cooperatives specializing in investment lending are
rare in developing countries. More frequently 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 Yestern 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 than funds.

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 asgistance 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. Ue 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 Executive Directors is now required.

/ﬁffw,l Ao

1/ Loan No. 58l SE; Credit No. 1LO 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."Ll

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 intermational 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

E/ 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 supplyi/ and the Mexican power
projects,g 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 L36 ME, December 15, 1965; Loan 5Ll 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. OSuch 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.
/ﬁf D A e



ANNEX 1

JOINT FINANCING OPERATIONS BY YEAR OF SIGNATURE OF

IOAN OR CREDIT
Forelgn Bank/1DA
No. of Total Exchange Contri- Co-lender % Total Cost

Year Projects Cost Cost L bution amount 2/  Bank/IDK Co-lenders
Primarily
development =~ = = ======—m—mmm—eeeeeae $ million =-—-=-=mmmmmmm-
finance:
1955 i 26.6 18.0 18.0 2.6 67.6 QT
1956 1 226.0 200.0 30.0 128.8 35.3 57.0
1957 2 54.0 5253 20.1 16.5 T2 30.5
1958 Z 61.7 Lh1.1 i 6.4 66.6 16.3
1959 3 195.6 160.1 60.2 32.3 30.7 16.6
1960 7 279.7 230.2 113.0 56.3 LOo.L 20.1
1961 5 283.4 151.6 75.1 3.7 25.1 22.5
1962 4. 196.0 118.0 L7.0 51.0 23.9 26.0
1963 3 97.6 6L.6 L3.6 22.9 .6 23.5
1961 8 LLS5.L 28L.5 145.6 99.5 33.2 9.3
1965 2 37.8 25.1 15.7 Jdifedl L41.5 L5.2
1966 1L 39.0 2l. 19.2 L.8 L9.2 12:3
1967 L 125.0 9L.3 53.2 18.0 52.5 L.
1968 9 586.4 26),.8 145.9 150.3 25.2 25.7
1969 thru
Oct. 15 10 577.8 2u2.L 153.4 101.8 26.5 175

Total 59 3,232.0 1,951.3 1,031,1 T72.0 31.9 20.8
Indus
Basin 3/
and
Tarbela 1,626.0 1,030.0 173.4 1:191.5 i A 13:3

Total 61 1,858.0 2,981.3  1,204.5 1,963.5 2l. 7 40.2

ort
Finance
1968 5 536.6 320.7 250.0 51.) b/ W5 9.6
1969 1 2L7.L 80.0 60.0 19.7 2L.3 75

Total 67 5,642.0 3,382.0 1,514.5 2,034.6 26.8 36.0
1/ Includes some estimates.

Excluding public issues but including private placement through banks.
The saving of $32 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.

Amounts likely to be utilized following pattern of award of contracts.
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MEMORANDUM TO THE EXECUTIVE DIRECTORS MAY 20 2022

WBG ARCHIVES

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. Tt 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/ Tbid., page 223.

3/ Ibid., page 22l.
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(b) a separate IDA policy-making staff, to function independent
of, although in consultation with, Bank staff;

(¢) 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.

Analxsis

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
"IDA".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,Z and that
provision be made for the possibility of a separate management 3/ and a sep-
arate staff.ly/ 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, Jjustifies a differ-
ence in approach. The report does not specify how IDA's policies might differ
from the Bank's but il 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 tke 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,
19593 page 5.

2/ IDA/R59-2, dated October22, 1959, page 5.
3/ 1IDA/359-2, dated October 22, 1959, page 5,
i/ Ibid., page L.

5/ 1IDA Articles of Agreement, Article VI, Section 5(b). In consequence, it
may be noted, it would reauire 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.
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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.L

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.
f g, e
AT L7

1/ "IDA Lending Policy", IDA/FPC 64-8, July 30, 196L; IDA/FPC 6L-9,
August 10, 196L3 IDA/FPC 6L4-10, August 12, 196L4. "IDA Policies", June 2L,
1968 and July 16, 1968; IDA/SecM68-81, August 8, 1968 and IDA/SecMb8-81/1,
August 15, 1968.
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Ernesto Franco-Holguin

Address by Mr. Lester-B. 1_rson 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 Commission'!s 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 aides 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 LDC's 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.



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, wouldn't 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 Bank's
Commission." This is just one more effort by the capitalist countries to
impose their economic philosophy. It neglects the deficiencies of the present



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 Italy 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,
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however, that the report!s 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

EFH:mmcd
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"AID FOR_DEVELOPMENT"

Thz following statement was made by the Right
Honoureble Lester B. Pearson, Chairmen of the Cormis-
sion on International Development, before the Second
Committee (Economic and Financial) of the United
Nations Genersl Asgembly at Unitad Nations Heed-
quarters, New York, on Thursday, 20 November, 1969,

The Pearson Ccrmission has producsd a report,
Partncers in Development, reviewing the recent history
of economic developasnt aid and sugresting guidelines
for assistance efforis over the next two decades.*

Mr. 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-

sion on International Development.

It is a geood many years, Mr. Chairman, since I have had the privilege of
addressing a United Netions meeting in an official capacity, and I em very happy to
'e back again in this building. There has at least been cne important change for
“he better since my days at the United Nations -~ to my amazement, your Committee

starts on time, and that certainly is a change.
' 3

Perhaps I had better begin by saying a few words about our Commission, how it
~ame to be appointed, its terms of reference, and then you would perhaps expect me
‘0 discuss briefly its report. I would like, before doing so, however, to tell you,
. Chairman, that I have with me the Secretary-General of the Commission, Mr.
Jamilton, whose staff and hinself are respensible for so much of the work that we
rere able to do and without whose expert assistance ‘-=-~ and it was an international

taff —= we would certainly not have been able to complete our work within the year.

(more)

x 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).

Referencec 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 inguire 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 h=2ipPful to the Governments
concerned, and the internationsl agencies cencerned, in dealing with these problems
in the future.

I eccepted this invitation and invited seven distinguished individuals to join
me on the Commission, men who have had experience in this field, who also had
experience in public administration, who had knowledge cf 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 individusl capacities; we were independent
in the sense that we did not have any instructions firom any Government, or any
international agencies; we werc asked to make these inguiries, to make this
investigation, to mske this repcrt, and we did so. We presented our report to the

internatiocnal agency which asked us to do the Jjob, 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 Cormission, with a
colleague or colleagues who might be available, travelled a gocd 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 TO 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
developmaent 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 develcpment based on internatione

(more)



Development Decade Note No, 13 -3 - 20 November 1969

co-operation in the future, and to give our own Views as %o what the objectives

for international co-operation ghould be.

We acked ourselves three main questions: whether the transfer of resources
outside one's own counry for the development of poorer countries -- that is,
poorer economically -~ wac a commitment that should be confirmed end discharged by
those countries who were in a position, because of their economic development and

their wealth and their resources, to teke that coumitment.

We aBked ourselves also whether the dsvelopment 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 -- gself-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 the affirmative.

T 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 representatiﬁes
and private citizens, ard &s spokesmen for international agencies —- and naturally
we did our best to keep in touch with international agencies, particulerly those :
connected with the United Nations. Ve 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 the 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 weekening 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 sbould 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 -- 80 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

Ithe 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 mekes, 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
specifically implemented. It of’ers what I hope is a balanced picture of the
respective recponsibilitics of %he developing and the developed countries in
building up,in a more meaningful way perhaps then has besn possible in the recent
past, e rartnership of development., And it brings out, I hope, the significant
progress which the developing countries have achieved, the lessons which have been
learned and vhich show that underdeveloment is not conly an evil in national and
international socisty, bu® an evil that man has the power, if he has the will, to

eradicate,.

This rrogrzss, we think in our Commission, has been encouraging end far from
being used as it ocecasionzlly is used,as an ergument for weakening or withdrawing
from the effort. The record is an argument for continuing and strengthening this
effort. As I said a few miaules azo, however, in discussing the record those vho
may not bslieve as much as others in the impertercz of this operation pick out of
that record the failures and emphasizo these failures as an indication that perhaps
we shoculd not do so much in the future.

Having regard to the regord, having regrrd to the importance of co-operation
in this field, our Commission meckes certain concrete recommendations,which I am
sure you know about, that in terms of transfer of funds from industrially-developc
countries to develoning countries, the commitment -- which all countries have now,
ih belicvé, formally accepted -~ the commitment of 1 per cent of GNP sghould be
again formally accerted and, far more importent, should be carried out, and that
a Covernment, in accepting this 1 per cent comnitment to be reached by 1975, should
report each year on the progress they are moking and the plans they are undertaking
to make sure tha commitments thsy have given,ihsofar as they can be made sure, shoulc

be carried out.

Perhaps even more importent than the goal of 1 per cent is the fact that our
Commision has also laid down a gcal 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 meke up something over LO per cent of the
total. Of $12,800,000 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 recsive the transfers, it is our feeling that

(more)
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they should be distinguished from officisl 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 r~ategory, about "the burden of
aid", we should realize thet this burden is not nearly as heavy as may be implied
from the figures that are scmetimes given in the effort to reach the 1 per cent

goal, Ve try to make that emphatically clear in our report and so, to conveY that

clarification into commitmert, we recommend an 0.7 per ceat 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 moments ago, of a more meaningful partnership in international
Co-operation for development, 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 threcugh 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, end this brought up the whole question of other
restrictions on the transfer of funds. Indeed, scme of these also reduce tre value
of the 1 per cent contribution, if it is reached, I am thinking, as you are
thinking, of the t¥ing 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 eid. Ve recommend that it should be increased to 20 per cent
by 1975, which would bring tie figure of aid, on the projection of present

allocations for multilateral purposas, up te ahout $3 billion.

We place emphasis on programme aid, as opposed -~ not opposed, but
supplenentary -- to project aid. And we have a good deal to say in our report

about technicel assistance, a very important form of aid, but one which we think
should be more closely integrated with capital assistance than had been the case,
and which we think should be made in all of its aspects morc relevent 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 questicn of private investment which I have
tallted about, and when operated in the appropriate way-—end we have made some
proposals which we think will remove come of the objecticns in receiving countries
to some forms of private investment and encOurage 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 nct 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 cocd nany developing countries. The responsiblility
for this is not always easy to determine, srnd 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 assisiance, any new 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 chould be considered as

a form of aid.

e have something to say about an important aspect of development, but a

ey

very delicate and difficult one 1o discuss to everybody's satisfaction -~ the
question of pepulation, and our recommendations in that regard are in ¥ine, X
think, with discussions that have been taking place in the United Nations in recent

years.

We also naturally have a good deal %o say about trade as a form of development

assistance. We often hear the phrane, "trade 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 unnezegsary for the

ecountries 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 decpendence on cutside assistancz, more anxicus to get
out of it, perhaps, than the developed countries are anxicus to continue it. And
one way of frceing themselves from the necessity of depending on outside assistance
is to develcp theiv own trede, and without that kind of development their
dependence cn help from outside will be longer than they would wish, or we would
wish. Dut, while that is all very true, the fact remains that it will take a good
many ysars 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
2id", et th2 prcsent time; it is a cuestion of trade as a supplenent to aid, so tha
eventually it will be abtle to take the place of aid., This requires important
changes on the pert of the industrial exporters who now dominate the export trade
market. We have a good many recommendstions which will open up the markets, we
hepe, of these rich trading countries to the products of the developing countries,
and I hcpe, because it is so important, that progress can be made in this field.

We do not underestimate the difficulties of this -- these recommendations mey 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 Goverrment, I appreciate that there are

times vhzn, from thz 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 ald as the "softer

option".

But, nevertherless, the willingness of the developed countries to open their
maricts more liberally to immorts from developing countries especially will be a
very r:ior test of their sincerity and their will to continue and strengthen

intnatvional co-operation for development.

T can unlenatand the feelings of Governments of developing countries when they
re=.ize that noc only are they asked to compete in these markets on terms of
equslity but that, for instance, in the case of manufactured and semi-manufactured
gocds, they ave actunlly discriminated against, Our report expresses the hope
that not orly ¥ill <hese disa2riminations be removed but that the developing

(aore)
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countries will be given one-wey preferences, that they will have an advantage in
developed countries, until the time errives vhen they will not need that advantage
any longer. I hope Govermments will give attention to recommendations of this
kind which, of course, they ere receiving from other sources than our particular

report.

Mr. Chairman, there are a lot of other things in the report that I could talk
sbout. 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 co-operation could be the International Development Agency,
which is part of the World Bank,but that part which deals with concessional loans

and concessional assistance.

T mentioned & little while ago the importance of the debt problem. That
importance emphasizes the necessity of avoiding the mistakes, if we cen, in the
future in regerd to loans that we have made at times in the past. And one of our
recommendations -~ if it were accepted 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 interezt should be 2 per cent, the period for repayment should be

from 35 to 45 years, and the grace period from T 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 wo:rld 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 ere only some of the recommendations we have made, Mr. Chairman
and members of the Cormittee. 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
wldening 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 ere getting richer and the poer are getting poorer, relatively, may not be

(more)
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facing us next year or the year after that, but thay will be facing us in the

future and in a not far distant future.

And vhatever may happen -- we hope that a lct of things will happen -- to
solve the pclitical 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 1ifz 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
mndest contribution, to the solution of that problem that we fel% honoured and

privileged to be asked to take on this responsibility.

It is in that epirit that we have made ocur recommendations. low, as one who
has been in public life cn the official and on the political level for something
more than 40 yvears, and who has pariicipated in a great meny commis sions, both
domestic and internatioral, and who has helped to write a grest many reports, as
an expart, as a secretary, and as a chairmen, I know, as I said in presenting
this revort 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 recommerdations are of any value will depend
on what Coverments do sbout them. And vwhat Covernments do about them, in the last
anelysis, will depend on the public opinicn that can be brought to bear on those
Goverrments to take the steps that are requived. And whether public opinion will
be abie to do this depends also, I, Chairman, on the deliberations of the kind

of committee that I hLave the privilege to eppear before this morning. Thank you,

* KWW K
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M In the concluding section, the recommendsticn is considered mnre
broadly, and without reference to problems of interpretation, in relation
to the existing eriteria and practice of IDA and to recent discussions
concerning possible changes in these eriteria. Finally, an atterpt is
made, necessarily in cautious terms, to suggest a possible line of action
that might be followed with respect to the recommendation.

B. What Bxactly Did the Commission Mear?

o

b The recormmendation has to be considered in relation to the very
substantial inerease in IDA lending which the Commission hopes will be
realized over the next five years: the Report mentions figures of 21.0
billion in 1972 and $1.5 billion by 1975. But it is not elear whe .
recommendation is meant te apply to all IDA credits, or only te adsitl

credits over and above the present levei, as and when the amounts rogvirsd
By donor countries increase. From the actual wording of the recormendatinn
itself, it would appear to be the tobal amount Lhat the Commission has in
mind. On the other hand, both in the concluding chanter itself (on page 227)
and at an earlier point in Chapter 6 of the Report. (page 13L), the wording
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only, ard not to the total amount of IDA lending.

T Another ambiguity scems to exist in the REeport concerning
nature of the inequities that IDA should try to redress. From ©
of the recommendation, and from the discussion which relates to i
concluding chapter of the Report, it seems reasonable to infer that T4
funds ars to be distributed in a way that will make the distribution of all
official development assistance more equitab wnan however one lo
Chapter 6 of the Report another interpretation sug:

ests itself. Hzre at s
~ i

number of points the statement is made that it is dditional official aid,
rather than the total amount, which should be alloe Morea-

W ..y distribution of additional sid prims
formance can be assurad only if wmaleil
fill gaps left by bilaterazl prefersnces, while still adherine

to the performance principle" (page 13L),

If the recommendation were taken to apply only to future incresses in offi-

cial bilateral aid, this would imply a much more modest redistributive enal
for IDA.

oy
ki

8. On & further point of interpretation, namely the way in which the
flow ol aid is to be defined and measured, the Report provides no suidance,
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Some figures relating to the international distribution of official aid are
quoted in Chapter 6, and these in fact refer (though the point is not explic-
itly made) to total net receipts. Bubt this is a questionable measure of
assistance, since 1t takes no account of the comnesition of the flow of funds
to developing countries, as between grants and loans of varying degrees of
softness. It is thus arpguable that a more appropriate neasure of aid, and
hence of its distribution among recipient countries, is derived by taking
the estimated grant equivalent of official flows. Since it is known +hat
the grant element varies widely as between different developing countries,
the choice is by no means a purely formal matter. Moreover, in order to
calculate the grant element it is necessary to look at the grose rather than
the net flow; and the existing D,A.C,%estimates are in fzst based on total
gross commitments, as opposed to net receipts. This problem of definition
has to be resolved before a view can bes formed of whab the Commission's
recommendation might amount to in practice.

9. The ambiguities so far referred o might be described as technical,
and in conseguence they could in principle at any rate be satisfacturily
‘dispelled. liore serious issues of interpretation, and indead of policy, arise
in connection with the Comedssion's ideas on ihe subject of what would codgii-
Tate a more cguitable interseabional distributicn of aid.

W b B T . Al AN D Vo . — . - .
[l S Gk ek LerthaNeld W MMAG MUSO LA UL LI Wilafd Lt U OO0 LI

Report, vhere it is argued that aild which igs siven for gconomie reasony sheuld
be allocabed primarily in accordance with assessmenvs of economie periormance,
Such a proposal raises two issues of some complexity, both of which are econ-
troversial. First, can performance be measurcd in some clear and accentable
way? OSecond, can any useful rules be devised for translating the assecssments
of performance into an actual distribution of aid among recipients?

11 On the first issue, the Report takes en extrenaly confident line.
Y 1s argued that performence can be adequately messured in terms of btwo key

indicators only, namely "adequate and sustained increases" in the ratio of
savings to national inccme and of exports to imports. This however is ab

once qualified by the admission that

" <.. senzibles judements cannot rely sololy
must also take into account the epgcific ) =
political and social as well as econoniie, which are faced by the
particular country in guestion" (page 1372).

This at once reintroduces some formidable problens. However, the Report
argues that a good deal of progress has recently been made in judging per-
formance, and that in any case it is unnecessary to arrive at a "precise
rating" for each country:
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"Those who report on performance do not need to award an over-all
mark; and those who allocate funds will have little difficulty in
distinguishing between good, wediocre and bad performance".

12. This brings us to the second question, which is that of deciding

what a distribution of aid according to performance 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 other agencies. Other donors may or may
not take into account performance: insofar as they do, they could very well

be content with the rough classification suggested. above. It is only IDA,

under the system of allocation suggested by the Commission, whidh could not
avoid the task of translating performance assessments into a corresponding
international allocation of aid, since it is charged with the task of

achieving such a distribution so far as its fundg permit.

13. It is therefore a matter of some concern to know how one might
arrive at some approximate figures for an equitable distribution from a
classification of countyies into good, mediocre and bad performers. Here
again the Commission provides no guidance. Although it is argued in the
Report that the existing distribution of aid is anomalous and unfair, no

attempt 1s wade to suggest how the spplication of performarce criteria
ahmm 1A antnad T ha nead +n doawmire asamedhy ES Tl T o LT

J (o4 Y
1}. Matters are not made easier by the fact that the criterion of

performance is given primary rather than exclusive emphasis. While in
Chapter 6 of the Report no other criteria are mentioned, two at any rate
are brought in at a later stage of the argument.

15, Thus in Chapter 7 on "Development Debts", reference is made to

the need for concessional aid for countries where serious debt servicing
problems are likely to arise. If the view is taken that the zmount of aid
should be defined and measured in terms of the grant element of transfers,
rather than total flows whebher gross or net, then this becomes an argument
for giving more asid to countries where insufficiency of creditworthiness

may be a problem. Moreover, in the same chapter, in connection with the
terms of official loans, it is suggested that "developing countries with very
low incomes per head should receive the most favorable terms". Here again,
if aid is defined with reference to the terms on which it is made available
as well as to the nominal amount, the statement implies that poverty is a
factor that should also be taken into account in deciding what the distribu-
tion of aid between countries should be. This impression is confirmed in the
final chapter of the Report, in comnection with the discussion of the prin-
ciples of allocation that IDA should adopt. Here we are told that



e

Mr. Richard H. Demuth - B - November 18, 1369

| "Subject to the overriding performance princivle, countries which

| receive relatively little bilateral aid on corncessional terms,
or little aid from other international organizations, should get
relatively large assistance from IDA and viece versa, and countries
at a lower level of development should receive mere asgistance per
head than countries further alonz the Gavelonment scalc . However,
this principle must be conditioned by the fact that the least
developed countries often have a limited canacity to absorb external
resources® (page 227; italics added).

Although this excerpt raises a number of problems of interpretation, and
is indeed a choice specimen of imprecise drafting, it is at least clear
frow it that IDA should take account of poverty as well as performance in
deciding what should be done by way of redressing inequities. Vhat is less
clear from the report is how this is to be done, and what should be the
relative order of magnitude of ithe relabive weighting given to poverty,
performance, and to other factors.

16. One aspect of this latter point is that, although the revort
makés a passing (and inacecurate) referencs 4o the par capita income figore

)

of $300 which is used by IDA as +hke iimit tieyond which counbries w31l not

i
normally be eiigivle for IDA eredits, it is nob stated whet s & i
0w C....:.-l.'.u_-.?_.w..-,'n ARG I e UL AL LI S vonLione. 1o 1Lnmesn o novE
test, and if 50 &t what level and how rigidly.
Wa To sum up what has been sald, it is unclear from what the Commission
has to say
(1) what is meant by aid and hence the distribution of aid;
(11) what distribution of aid - however aid is defined - IDA should
try to rectify;
(1id) what propertion of IDA funds azre 46 be devoted to this task;
(iv) what would be the approximate form of a distribution of zid
allocated largely or entirely in accordance with the alloca-
tive principle that the Commission mainly emphasises, namely
economic performance;
(v) how and in what degrae allowance is to b2 made for other
factors which the Commission doss not wisa to see ignored; and
hence
(vi) how ID4 is to form mere than a very hazy judgment concerning
vhat changes in distribution ought to be made.
18. It is thus hard to know what to make of the recommendation except
as a very broad and general statement of principle. As such; it will be
briefly considered in the final section. Before this, however, some illuns-
trative estimates are given to show how IDA credits would probably be allo-

cated between countries on one specific interpretation that might ba adovnted.
p & f ) -
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C. An Illustrative Caleculation

12. For the purpose of deriving some figures, the following assump-
tions have been made:

(a) IDA has $1 billion a year at its disposal for redistribu-
tive purposes. (For the purpose of this exercise, it is
not necessary to resolve the arbiguity referred to in
paragraph 6 above).

(b) Aid is to be defined in terms of the grant equivalent of
gross official commitments. As a corollary, and since the
grant equivalent of an IDA loan is 83 per cent, IDA is
regarded zs having $630 million of "grant-sguivalent"
funds for distribution in a given year.

(c) The "existing distribution of aid" which is to be modified is
- taken to be that of the year 1967 as derived from the D.A.C.
194? T“rﬂ" \at“fo From Table IV of the mabrix was calculated

. of officisgl aLn, messured in granbs- “QH1V%]“1t terms

coumittnﬁ by douors iu that ¥ in respect of @

GEVRLOUINE CUUSIUATY ¢ Lo Al Sreie) Wi sl s

megsure, which was divided by yh,ujntia“ rigures (taken rrom
the VWorld Bank Atlas) to arrive ab officlal assistance pe

head for each country. This measure constitutes the ¢ ot”l“
bution of aid among "eligible" countries, other countries
being ignored.

(d) Developing countries are regarded as "eligible" ~ i.e. eli-

gible in principle for IDA assistance -~ provided that
N (i) their per capita incore iz below $300; and
(ii) the Bank has at present a lending program in
relation to them.

The mber of eligible cocuntries comes to 62. The informa-
tion as to per capita income and th2 presence or absence
of a Bank lenaLng program was derived Trom a table recently
prepared by the Creditworthiness Studies Unib.

(e) The amount of $830 million was distributed among eligible
countbries in such a way as to make the overall distribution
of total official aid more equal with respect to countries
that reach a given level of performance.

20. The last item needs a word of explanation. Using the Creditworthi-
ness Studies table just referred to, the eligible countries were classified

into three groups according to the performance rating that they are currently
given by the Bank, nawely marginzl, adequate and good. The following set of
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rules was then applied:

(i) no country whose performance was marginal should receive
less than $2.4 per head of assistance from all official
sources, including IDA;

(11) no country whose performance was adequate should receive
less than $3.2 per head; and

(iii) "no country whose perfermance was good sheuld receive less
than %L.0 per head.

The $830 million of (grant-equivalent) IDA funds were allocated smong the
countries in each performance category which fell below the rewoecbivn
minirum levels, so as to insure that in 211 cases the minimum was attained.
The minimim amounts of per cepita aid were chosen in such a way as Lo use
up the zvailable $830 million.

2. As corollary of these rules, countries within each performance

a
class which recsived in 1967 more than the cor "‘P"<-r""dlrl minivom amount of
official assistonce per head were disgu ““ﬂéa\ A THE eredibs.
D Fiaa A mavirmdaad e ek senaan dn et el w1 el ] PTG (TSN |} R, . (R P S, SO
= 3 e = A » L5 . = "

fnave gusllrien i1or gssistance ¢1"OI’1 LA U‘T LALES PIruviCcliar Lesy.

22 Thus the aim was to differentiate according to pertormance,
while reducing the degree of inequality within each performance category.
The process of calculation, and the resulting allocation of IDA funds, are
set out for the 2l qualifying countries in Table 1 on page 8.

e The minimum allocation for each country, shown in tha fourth
column of this table, is derived by multiplying the population figure by

the minimum amount of official per cepita aid for the relevant performance
group -~ i.e., $2.k4 per head for those in the marginal category, $3.2 fs5r the
adequate, and 34.0 for the good. The allocation of IDA funds in grant-
equivalent terms, set out in the last colwin of #he tsble, is arrived at by
subtracting the grant-equivalent official aid aclually received in 1957 (net
of IDA credits) from the minimum allocation.

2k, Although no great significance can be attached to the notional
allocation thus arrived at, it is inheresting to see how it compares with
the actual distribution of IDA credits in the past.

25. A comparative distribution as between the main recipient countries
is shown in Table 2 on page 9, which lists in terms of percentage shares the
ten leading beneficiaries of IDA assistance, as measured by the share of the
curmlative total of IDA credits up to June 1969, and the top ten countriss i
the last column of Table 1. The countries are listed in 2ach case in duscend-
ing order according to size of share
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-’ Table 1

A Possible Allocation of IDA Credits between Countries

Actnal Receipts Notionzl EDA
(Grant-Equivalent) Allocation

Perfor- Minimaum of Official Aid, (Grant-
tiance Population- Allocation 1967 Eguivalsnt)
Country Rating ('000s) ($1) (§10) )
Chad Marginal s 361 L 7.4 0y
Congo (Kinshasa) " 15,986 38.4 3. 2.7
‘Ethiopia " 23,000 56.2 22.5 32.7
Mali L L,654 b 5 5.6 &3,
Sudan " 13,940 335 2.7 8.8
Afghanistan n 15,960 38.3 37.0 1:3
. India " 498,680 1,196.8 1,042 .2 15).6
Syria " C 5,00 13.0 il Y 1.2
Malagasy dopublic Adequate 6,200 19.6 15.8 e
HMalasrl R ,035 12.9 0.5 2. L
i:.i.,‘.:‘;'.['.l.éi 3 "J-‘,"'. (L0 Attt ) oy 0 O LTI
Tanzaniy y 11,633 E 327 £.2
Jganda " 75140 2h. 53 152 9.6
U.A.R. " 30,147 96.5 201 76 . L
Ceylon i 11,491 36.8 32.1 L.k
Indonesia n 107,000 3h2.h4 158.6 183.6
Iran 1 25,550 81.8 38.5 L3.3
Iraq t 8,380 26.6 L.6 22.2
Nepal . 10,294 329 T 25 .0
Philippines i 33, L77 7.1 67.3 2,8
El Salvador n 3,037 2.7 Tl 2.6
China Good 12,810 51.2 1418.3 2.9
Malaysia i 9,725 38.9 35.0 3.9
Thalland u 31,968 127.9 83.4 by, c
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Table 2

Comparative Shares in IDA Iending
of Main Recipient Countries

Shares in Cumulative Total Shares in Notional Allocation
of ID4 Tending ol IDA Credits
Country % Share Country 4 Share

1. India 47.8 1. Indonesia 22,1
2. Pakistan 17k 2. India ) 18.5
3. Turkey h.3 3. Nigeria) 18.5
L. Indonesia 2.4 li. .United Areb Bepublic 2.2
5. Korea 2.0 5, Thailand 5.3
6. Kenya 20 6, Iran 5.2
7. *Tanzenia P 7. Philippines .8
&. Nipe 1.6 . Ethiopia Fa9
< 1.5 9. Nepal 3.0
0. Ebhd 1.3 Y. Ivag 2l

Total of ohove countries 32.2 ; Petal of above cowmuiies Tl
26. . A striking feature of tris comparison is the very much smaller

shares obtained in the notional or derived distribution by India and Pakistan,
as compared with their share of actual IDA credits to date. From the right-
hand colunn it can be seen that India rcceived less then 20 per cent of the
notional future aliocation. . This is due in part to a low pericrmance
rating, but alsc to the fact that a nurber of other large countries received
in 1967 significently smaller amounts of official aid per head. Paklstan
gets nothing at all in the notional azllocation, despite a performance

rating of “adequste", since its level of aid per head in 1967 just exceeded

the limis for this performence category of $3.2 pex head.

ev. Because of the recent changes in IDA lending policies, and the
emergence of Indonesia as a leading reciplent of TDA credils, the distribu-

1
tion of total cumlsbive lending is an unreliable guide to the immediate
future. But even allowing for this, very substantial differences between the
two Gistributions would remain. In particular, the prospective shares of
India and Pakisban, though smaller than in the past, greatly exceed those
in the notional allocation, while on the other hand the Indonesian ceiling of
12% per cent is well below the share of 22 per cent in the right-hand columm
of the teble. Further, while the proportion of prospective IDA credits
going to the top three countries (India, Pakistan and Indonesia) sorewha®
exceods that obbained by the top three countries in the notional allocalion,
thoe desree of concentration would almos® certeinly be less if the shares of
+he top len were compared. On the right-hand side there 1s & muiber of

v
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medium or mediuvm~to-large countries which would qualify for substantial
allocations according to the principle spplied here, whereas apart from
the "big three" the prospective future allocation of ID. eredits is much
wider and more evenly spread, particularly in view of the recent decisicn
to try o ensure a wider geographical distribution.

28. Gountries which appear in the top ten under the notional scheme
but which have not yet received any IDA assistence are the U.A.RE., Thailand,
Iren, the Philippines and Iraq, while NHepal hzs only just obtained its first
IDA credit. Some of these countries have no doubtsbeen ruled inelipible con
the ground thal they were fully creditworthy for Bank lending, whereas in
the illustrative system of allocation presented here sufficiency of credit-
worthiness is not treated as a disqualification. Conversely some countrics
which have received IDA credits partly perheps on the grounds of insufficiency
of ereditworthiness, such as Kores, Turkey and Tunisia, railed +o qualify for
for a share in the rotional allocation becazuse they received relatively high
amounts of aid per head in 1967.

would appear from this ceorparison that if so 18
'earson Compdssion’s recons v were zdopted., wWhille st the
ingopdlig py of eredibunethi &4 e
N gt o o W e Tk
e R R S S e wih g & FILYLLALNE Lt
Nigeria, ubaico would have received a very e under the

rotional scheme even if its performance rabivs had been lower, Ab present
2 5. *

30. It is also vossible to compare the different distributions of IDA
credits with respect %o the main regions of the develovinz world. In view
of the recont changes in IDA lenaing volicies, twe sets of figures ars given
for the actual . past distribution between reglons: one relates as bafore to
the cummulative total of credits, and the other %o credite in the fisecsl year
1968-69. Teble 3a gives comparative shares by the three main regions, i.e.
Africa, Asia and Latin America and the Caribbean.
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Table 3a

Commarstive Shq 23 in IDA Lending
of Three Principal Rezions
Percentage Shares .
i . Actual IDA Gl"q’(! T‘ﬂ._.. Notioral
Region, Curulative Total 1.968/69 Allocation

1. Africa 178 0.0
2. Asia (including Turkey) 76.1 76.2
3, Labin Awerica and

Caribbean 6.1 3.8 0.3

A
3

(88 W}
L Oy

Total 100.0 i00.0 200.0

=

g T =R - -’. - A ¢ . -_ - o g Y L O TP | vl o e = o
¥ Tt canl Bs ssen thatb 3 OGN Hal STSTEmN 0L & AT A0 GnY 52 htf.’dl.
b fh

momrmnesdd Ba Hhe dish "|!1" ;‘ﬁ - ‘.‘..

bl

. |_'| t

.!uvu AN .ut SLOVIZL Y Dkl JLJJuJ.f_L.L TS T Cai e
¢onbtinent, In view of the fact that ! rcncrn‘iy
as being relatively favored by ilatcrai co.ore, this is ab flrst i
rather surprising result. Part of the explanation may-lie in rather ’n"ﬂr
allocations of official aid to some African countries in 1967, the vear
chosen as g basis for fixing the notional allocation. But the main facior
is that some of the larger African countries, such as lNigeria and the U.A.R.
and Ethiopia, are far from being favored in terms of official billatersl ald.

32. It is also apparent thal the share of the Latin American and
Caribbean countries in IDA lending, which was low in the past and v=zs
still in the latest fisecal year, is reduced to insignificance in the rizht-
hand colurn of Table 3a.

23, A point that is not brou?ht ou* in Table 3e 1s that the
allocation "u“‘EE implies & specia e in tha share of T
that would have gone to a number of countries in the Hiddle Fast.

countries that enter into the comparison comprise the LAR. and the
in the African continent, together with Iran, Iragq, Ju“ddﬂ, Syria
since Israel, Cyprues and the Lebanon neither received IDA credits
nor qualifly under the notional schems -~ in Asia. An alternative rv<'
grouping which gives separate figures for this group of countries
in Table 3b below.
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Table 3b

Comparative Shares in IDA Lending of
Four Principal Iegions

Percentage Shares

Actual IDA Lending

Cuvmilative Wotional
Region Total 1968/69 Alloeation

26.2
55.2
18.2

0.3

1. Africa (excluding lHddle East) 16.8 ' 20.0
2. Asia (excluding Middle Rast) 71.0 el
3. Hiddle East (including Turkey) 6.1 3.2
k. Latin America 6.1 3.8

Total 100.0 100.0 100.0

3k, Vhen the actual and the notional shares arve commared on this basis,
the gain to African countries is somswhal veduced, though it till venains

verv eonsiders incregss in funds alloeaced bo Hiperia,
5 o
a Al

e Leesuss of the laxv:

s o oa lae v avrbart LS ent Tha Palll meoh Tl hed am chaesa e maveraat o0 T
. . s N - — . & - - - —_ - - o i - >

BLTSUEL Al PLUOGAE INES Ve GURTLGELGS LR S0 ke, LilLs HOWEYET L8 Narg wan
A v 5 P . I ' il T L | T RS

accounted for by the reduction in the shares going to Indisn-and ‘Pakistan

and it masks very coMsiderable gains, which have been noted above, to
Indonesia, the Philippines, Thailand and Nepai. The notional allocation also
implies a very dramatic increass in the share of IDA funds receivad by the
Arab countries (apart from the Lebanon and the Maghreb states) and by Iran.

35, The number of countries qualifying for inclusion in an allocabion
of this kind, and the distribution of IDA assistence between them, will
depend on the total amount of funds assumed to be available and the nerfer-
mance ratings assigned to a number of largze countries which tend to receive
low amounts of aid per head. MNoreover the particulayr msthod of allocabion
adopted here is only one of a large nurber of related possibilities. There
are however Lwd features of any such systen which are worth noting .

q First, it is of course not aceidzital that the notional schene, des-
pite the fact that no single country rsceives a share even close to Lhe present
ceiling for IDA credits to India, results in a higher concentration of assis-
tance on a limited nurber of countries. The whole object of any Pesrson-type
scheme, whatever the precise formala for implementation,is t6 concentrate the
aid supplied by IDA on a limited number of deserving cases. This is.directly
contrary to the principle rccently adopied by IDA, of trying tosscure a wider
geographical distribution as sn end which has value in itself. Of the eight
countries which received JDA credits for the first time in the fiscal vesr
1963-69, five would have been disqualified on the criteria adopted for the
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notional allocation, on the grounds that they were already receiving
relatively large amcunts of official assistance from other sources.

This suggests that, as noted in parasraph 6 above, the Pearson Comrission
recommendation might, prove more acceptable if it were interpreted as opply-
ing only to additional IDA funds.

a3t Sccond, the specific allocation of IDA funds under any Pearson-~
type scheme may be significantly influenced by the particular distribution
of other official aid which is taken as the reference point. Countries do
not receive the same relative amounts of aid from year to year, and in any
given case very large sums may depend on which pveriod is chosen for compari-
son. This means that the choice of a base period might well become a highly
contentious issue. lMoreover, any past period may be a dubious guide to
future intentions end oubcomes, since the aid programs and philosophies of
bilateral donors are modified over time. Thus the choice of a refercnce
period is not at all a straightforward matter. Here again the Heport of
the Pearson Commission gives no guidance,

38. As a rough test of the sensitivity of the results to the choice
of base year, consideration was given to the offect on the zllocation scheme
Ol‘lu."h:‘*" above )'t taking the two yesrs 1906 endd 1967 topether,

i - - v ey E - r o - A Teg e a
1 o f alons, EEETT A e ey stmlone .,

A F et s leeial Ter daean dieRe Yok g

THO years. ine Waln Singie qlilersnce WOULU Nave Deen a consiaerauic
inarease in Lhe share of funds asllotted to Indonesia, which had a much lower
amount of officlal per capita aid in 1966 than in 1967. A nurber of franco-
phone African countries, which did much bedter in 1966 than in 1957, wonld
have disappeared from Lhe list in Table 1 above, while a few other courtries
(Burundi, Rwanda, Sierra leone and possibly “aeruqn; would. have gualifi
for small "“o1nps. The Indian share would nrobably have been a bit lower
on this basis, while the U.A R. and Ethiopia would certainly have done
rather worse.

38, ° In concluding this section, it may be noted that it would also
be possible to devise systems of allocation which conformed with the broad
principle -of the Pearson Commission's recommendation while anplying it in
a rather different fashion. The princinle is that IDA should allocate i%s
funds in such a way as to make good thz injustices that are crested as

between countries by tha actions of bilateral donors. In the Commission's
view, this injustice principally consists in the lack of correspondence
between official aid receipls and sconomic performance. IHence the notional

scheme outlined sbove gives considerable weight to performance ratings. Bub
this particular redistributive criterion could be discarded while the brea
principle was maintained. Thus it could be argued that while IDA should try
to redress the effects of bilateral aid policies, it should not go by per-
formance assessments, but instead try to reduce the degree of ineunLLtj in
ald receipts per head emong all countries attaining a basic minimum standard
of performance. This would have the advantage that IDA would not itself have
to make any Judgments of performance other than those which it is already
prepared to nake; and it would be spared the responsibility of translating
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»
perfcrmance assessments, whether its own or those of other bedies, into a2
desired distribution of aid.

10, A redistributive system of this kind could be operated very simmly.
At the bottom end of the scale, IDA could fix a minimum level of aid per
head below which no country which satisfied the basic performance criterion
should fall. The size of this figure would depend on the amount of IDA
funds available for this purpose, and on the distribution of other offi-isl
aid between countries - particularly a few big countries. Thus the minirum
figure would probably have to be adjusted from year to year. But the prin-
ciple of an international minimum standard of aid, tc be ensured by an
appropriate allocation of IDA credits, would be fully compatible with
flexibility as to the actual figure.

L. Suchh a system could be brougihb more closely into line with cuzrent
IDA practice by making eligibility depend not only on basic minirun persr-

mance but also on insufficiency of creditworthiness. The scheme would <hen

be effectively restricted to those countries that are already eligible <o

receive assisteance fron IDA under the present arrvanzements. It wonld th=refors

amount to giving some degrae of prererence or special atbentior, withir «his
group ol countifiss, to t : piving conspicuously small awsots

Ll
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b2, A nossible extension of this equalizing system would bo for IDA
to regard any colntry which received more than a certein relatively large

.

amount of per capita assistance from olher sources as ineligible for IDS
credits. On the other hand, such a rule might arouse a good deal of ovpo-
sition without redistributing much aid, since the countries potent Laily
affected would be numerous but mainly rather small.

L3. It would be a fairly simnle matter to work out svecimen allocations
in accordance with the eriterion just outlined, and the result might be of
somg interest.

D. Some Broad Cenclusions and Suszestions

L. This particular recommsndavion of the Pesrson Commission cleszxly
ralses a good many issues and problems. The main cingle issue, howe .
how far IDA credits should be allocated in accordance with the principls of
redressing the balance of aid betwsen countries.

LS. There is probably no dispute as to whether the effects of the aid

policies of other official donors ahould be taken into account. In a paser

which the President presented to the Board last year, the point i3 exmlicitly
made that IDA "can hardly escape giving congideration to the amount of zssis-
tance that ﬁ;cuueculve IDA borrowers may b: receiving From other sowrces of

finance". Bul it is a very long step from giving "consideratiou" to &l
factor to givinz jt exclusive or even primary emphasis. For a number ol
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reasons, it seems very unlikely that in present circumstances at least, or

even perhaps il larger amounts became zvailable to IDA, it would be possible
to go as far as the Pearson Commission would wish.

L6 . First, as was seen in paragraph 36 above, such a change in policy,
unless applied to additional funds only, would bz dirsctly contrary to the

policy that has recently been adopted of trying to secure a wider geograohi-
cal spread of IDA assistance. - .

' 8 Second, the distribution of other official assistance between
different developing countries is determined by the actions and policies of
bilateral donors. These are the very countries wnich would have to supn iy
the funds that IDA would be using in order to carry out the policy which
the Pearson Comrission recommends. Tt is hard to suppose that they would be
enthusiastic sbout greatiy increasing the amounts they provided for IDA,

if i1t was known that the main purpose for which the money would be used
would be to offset the consequences of their own assistance programs.

L. Third, the question as to whether IDA should pay greater regard to
the availability of aid from other sources was explicitly raised apd "tia-
cussed at g Board meeting lost year. bt of 21 ) ative Dirsctors who con-
tributed to the discussion of thal CtTaRion, oaly Six spvesr to have BT reEsesd
AN Dbl e e rrsea R A wal e L2 es '\'..'.‘;:T.)ru::r,}:f‘;‘t._}_nf-‘ g o I I e

ingia, ant Uaneda and associated counbries) were in favor, and three (represent
ing the U.5., France, and Amstralia snd sssociated couniries) wers azalinst.
Moreover, it is possible that those in favor may have been influencec by the
2 I A !
belief that if IDA followed such a policy the main beneficiaries would be
India and Pakistan, which has been seen in the previous section of this paver
2 £ ey
to be not a necessary consequence .

L9. L does not follow, however, that the only reasonable course of
action would be to reject the recommendation as imprecticeble. VWhile it
Seems impossible for IDA to go as far as the Pearson Commigsion would like
in trying to redress the balance of ald, it is arguable that rather more
weight than al present should be given to this aspect of the situation,

at any rate 29 and when it becones poseible for IDA to engage in a largar
total leanding program.

2

50. If this principle were accepted, it would be necessary to give
consideration to the best means of putting it inbe effect: indeed, the

degree of acceptability of the principle might depend in part on whether

it could be put into practice in a simple way and with clearly desirable
results. Here two broad possibilitics suggest themsleves. One is to follow
the Pearson Comnission line, by trying to make the distribution of aid corres~
pond more closely to what is thought would be a reflection of countries!
economic performance. An alternative would be to adopt somz notion of a
mirdioun international standard of per capite ald for all elirible developinz
countries, along the lines svggested in paregrashs 39-41 above. This second
possibility hzs the advantage of being simpler, and appears to represent
less of a departure from the present philosophy and practice of IDA.
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A posgible course of action would be as follows.

Demuth November 18, 19569

The President

would put before the Board a paper relating to this recommendation.

The

paper might make the following main points:

(a)

(b)

(c)

The recommendation provides a welcome opportunity for

a further review of the criteria that IDA should use for
allocating aid between countries, on the ascumption

Thal 1t will be receiving and dlqpoalng of larger amounts.

The main issue of principle that arises from the recommsndation
is whether and to what extent IDA should tzie into account, and
deliberately try to redress, the internationsl allocation of

a2id from other official sources.

If it were agreed that serious consideration should be given
to the possibility of allocating significant smounts of IDA

funds in accordance with the criterion of reducing apparent

inequities, then it would be necessary to consider also the

best way of giving practical exprassion to this criterion.

The paper could thus be guite shorts but n—owh.buwﬂcw”u,jf'%an”H
-f—T-nun-v'FE RPN fe o | Totr st b rords A waTudd nrn Fa Asa T ne il': e hha Tr‘:":;.ii’)lh
th:!.flb.l.u:ii.;j.\r'u .1.[';_:_3.-1_.‘E.Ui:;le.1«U11:.| '..LL .;J-. ¥ fel - B F .;.‘ILU ,ur'l:.: {1 iJ'J..'_Jl.k‘.-I.\;wJ u.l. c\_'u m.:.r' ;;IU .uC
adopted,

PDHenderson/db

cc: Mr. Irving S Friedman

Mr. Andrew M. Kamarck
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Mr. R, H. Demuth November 17, 1969

G. B, Baldwin bfv-ffj_\,- 1

Board Papers on Pearson Commission Recommendations Nos, 1k, 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 eall you or Mrs, Boskey on Friday, November 21, to
learn whether you want these to go directly (perhaps with stylistic
surgery in your office) to the Review Committee that met 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 drafis;

i.e. T have not measured them against the Pearson text to judge their
responsiveness. Mr. Engelmann has suggested that you may want to
"hold" papers on technical assistance until we have had a chance to
read the Jackson Report, due in the Bank about November 28th, he
understands.

Attachments - 3

GBBaldwin:1fb
cc: Mr, Chadenet
Mr. Baum
Mr. Engelmann
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Richard H. Demuth
Pearson Commission

Mr. McNamara

in my office is familiar with these docu-
in them.

the
trial
will
not have
, to be
the Bank from November 18 through
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: BANCENTRAL DATE: NOVEMBER 14 1969

RIO DE JANEIRO
CLASS OF _L#~ IBF %H/

SERYICE:

COUNTRY: RRA7ZTT / / %

Cable No.: ATTENTION PAULO PEREIRA LIRA

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
INTBARRAD

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

Irving S. Friedman
NAME

ffice of the President

DEPT.

SIGNATURE
SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use By General Files and Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Mr. G. Baldwin November 1L, 1969
=4 '_'_'D"t.- £ 2
Peter Engelmann (\55

Board Papers on the Pearson Commission Recommendations

I attach drafts of board papers on the three Recommendations

for which you requested my contribution in your memorandum of October
1h.

The draft for Recommendation 17 has been prepared jointly
by Mr. Riley and myself, I believe the issue of local recurring ex-
penditures is of particular interest to the HEducation Department and
I suggest that you include that Department in the small group for
"testing" this particular draft.

PEngelmanntvbr
Attachment



Ch r9 Pa Recommendati t  "MULTIIATERAL AND BITATERAL
TECHNICAL ASSISTANCE SHOULD BE MORE CLOSELY INTEGRATED WITH CAPITAL AS-
SISTANCE."

The Bank is in complete agreement with this recommendation.

In ite support of technical assistance work through grants and loans,

in acting as the Executing Agency for studies financed by the UNDP, and
in its advice to member countries in the course of project preparation,
the Bank tries consistently to work toward strengthening the link between
assistance services and the investment process. This effort is being
made by the Bank not only in preinvestment work at the sector and project
levels, but also in the menagement and orgsnisation advisory services and
studies which are considered pre-requisites for future financing of pro-
Jects.

An attempt to further integrate multi-lateral and bi-lateral
technical assistance with capital assistance is now being initiated by
the Bank, in cooperation with the UNDP and other UN agencies, through
efforts to prepsre programs of preinvestment studies. These programs,
which can only be completed in a gradusl process over a period of years,
should establish a more systematic approach to the formulation of prein-
vestment strategies, on a country by country basis. By preparing pre-
investment study programs in cooperation with other UN organizations, the
Bank Group intends tos

(1) assist its member countries in defining and scheduling studies
mic;h accord with the countries' development objective;

(2) provide the UNDP and other agencies with a sound basis for ale
locating funds in preinvestment assistance; and

(3) accelerate and improve the preparation of development projects

for financing by the Bank Group and other lenders.

FEngelmann t vby
November 1!'4, 1969



Chapter 9. 190, Rec ti t "DONORS SHOULD GIVE FINANCIAL AS-
SISTANCE FOR LOCAL RECURRING EXPENDITURES AND FOR BQUIPMENT, TRANSFORT, AND
OTHER SUPPLIES IN CONNECTION WITH TECHNICAL ASSISTANCE PROJECTS."

Two ideas are expressed in this recommendation: (1) the financing
of "local recurring expenditures" and (2) the financing of "equipment, trans-
port and other supplies.” Separate comments on each are given below.

1. locsl Recurring Expenditures

This proposal of the Commission has major relevance only for certain
types of technical assistance, as in education and training facilities or
applied research institutes, which involve large amounts of recurring costs
for operation, maintenance and support. This form of technical assistance
is an important component of the UNDP's activity, but so far has had only a
minor part in the projects in which the Bank had been engaged as an Executing
Agency of UNDP or as a direct provider of technical assistance funds. Most
technical assistance with which the Bank has been associated has been in the
nature of = preinvestment studies which are generally exercises of short dura-
tion in which the biggest cost item is the team of foreign experts who carry
out the study and who produce a report. Financing of local recurring expen-
ditures has been discussed frequently in the UNDP Governing Council, but UNDP
still generally refrains from providing such financing. VWhere the b\nld:lng
cf 2 permanent institution is a major aspect of technical assistance with
which the Benk is associated, financing o¢f local recurring expenditures can
be & relevant consideration.

The arguments offered against finsncing local recurring expenditures
aret

(a) It is frequently difficult to asgsess the amount of "local recurring
expenditures” directly attributable to technical assistance projects
VJRiley/PEngelmannivbr
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and to differentiate between this type of cost and the normal
budgetary allocations which governments would make without the
technical assistance. If permanent institutions are to be es-
tablished, the rumning costs of their operation must ultimately
fall entirely on the government, when the technical assistance
ends. It is logical, therefore, that the government should
hsve a respongibility for an importsnt part of these costs from
the beginning.

(b) Meny donors have held the view (which still has currency in the
Bank today) that the host government should make a contribution
to and have scme financial stake in the technical assistance be-
ing given, lest grant-financed activity be considered "entirely
the work of outsidere" and its impact diminished. The UNDP, for
example, takes as a basic premise that its projects are "government
projects" toward which UNDP provides certain defined and limited
inputs of assistance.

(¢c) The overall funds available for technical assistance are limited
in most cases and the funds' administrators must choose which pro-
jects are to be supported. Finaneing loesl recurring costs of
some projects would consequently reduce the total number of pro-
jects which could be undertsken with available funds.

2. Equipment, Transport and Other Supplies

.. The finsncing of cquipunt; transport and other mapplies connec ted
with technical assistance is normal practice in the Bank's experience. UNDP
grant-financed studies usually include adequate finaneisl provisions for
these costs, and call on governments only to provide those materials, equip-
ment and supplies which are available within the country. The UNDP also

meets local tramsport costs, slthough a "government contribution toward



o, .

local operating costs,” calculated on a formula and required for all UNDP
projects, is in effect a partial payment from the government to the UNDP
toward these and other local expenses.

Bank loans and grants for technicsl assistance nomally cover
all foreign currency costs which, in addition to the cost of the expertis
themselves, include transportation costs of personnel and their families
to and from the country of the study, the cost of vehicles that have tole
imported, and other equipment and supplies which are not available locally.



Chapter 9. Page 190, Recommendation 18: "LOANS FOR PROJECTS SHOULD INCLUDE

A GREATER COMPONENT OF TECHNICAL ASSISTANCE."

Current Bank practice ismving in the direction of this recommenda-
tion. A recent anslysis by the Develorment Services Department indicates
that Bank Group lending in the first nine months of this calendar year in-
cluded approximately US$40-million equivalent for technical assistance.

A peremnial problem with the inclusion of technical assistance
funds in project loans is the determination of alternative sources of finance
wilch may be more advantageous to the recipient country. The argument
nomeally advanced in favor of imcluding techmical assistance with loans
for projects is administrative efficiency. The counter argument is the
additionsl strain on the country's financial resources if the same techmical
assistence could be provided on a grant basis fram another source.

The Bank currently has an agreement with the UNDP whereby the lat-
ter has "first call" on the financing of technical assistance; i.e., the
Bank will consider financing technical assistance only if the UNDP is unable
expeditiously to provide the grant funds needed for the assistance. This
agreement would have to be modified if a major increase in Benk financing
of technical assistence is contemplated.

In support of Recommendation 18, the Commission's Report states:

. "This would also be 2 reminder that technical assistance experts are far
from being free of cost to recipeients.” It appears that this reasoning
is similar to the argument cited against the finamcing of local recurrent
expenditures in cur response (0 Reconmendation 17 of the same chapter of
the Commission's Report (see para. 1(b) of the draft response).

PEngelmennvby
November 1l, 1969
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Mr. Harold N. Graves November 13, 1969

D.S. Bunantine])l-@ :

Pearson Commission Recommendation No, 26 Concerning Education

I am in agreement with all the mejor substantive points of
this pesper and I think it covers the various questions adequately.
I have a little difficulty with the second peragraph on page 3 dealing
with incentives but I am not sure I can suggest a better alternative.

I have done a little editorial fiddling with the text and have
introduced one or two minor substantive points which you may wish to
consider.

As you will see from my note on page 6, I wonder whether the
impediate distribution of the paper as recommended here is consistent

with the original conception of it and wouldn't have the effect of
"highballing" it through.

Att,

D8B:sfu
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Special Projects Department

November 13, 1969

Dear Lady Jacksong
My many thanks for your letter of October 1l6th on the Conference
to take place next February on the Pearson Commission's 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
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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 emntity 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
eontnnt&on 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 Bank 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 imstitutioms.
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.
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Columbia University in the City of New York [ New York, N.Y. 10025

622 West 113th Street

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. 1In 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 recommendaticns. 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 wide varietv of countries and disciplines. Among those who have

= . I O R R e el - il oot EA e | LT SR P e =it} S B T N O R,
't'..-l'.-.:.\ '.|.\L\.u.“ua,'l"&:llpu et duaa, hegslery Pearson, Siy Arthur Lewls,
Maurice sStrong, Saburo Okita, André Philip, Edwaxd Mason, Hollis
Chenery, Paul Streeten, Max Millikan, Dudley Seers, I.G. Patel,
Fahbub ul Hag, 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
comnunity'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
nmore 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 I say again how much we all hope that you can be
with us next February.

Yours sincerely,

Lady Jackson
Albert Schweitzer Professor of
Internatignal Economic Development
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Columbia University in the City of New York l New York, N.Y. 10025

622 West 113th Street
=
SCHOOL OF INTERNATIONAL AFFAIRS November 13, 1909

The Honorable //
Robert Macllamara
President

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 golng.

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,

@@B@M}MK ( ‘})

Lady Jackson
Alvert Schweitzer Professor of

International Economic Development

: M- Pre bomans
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Washington, D.C.,, U. 8. A. i

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Cable Addross ~ INTBAFRAD PARIS

INTERNATIONAL DEVELOPMENT ASSOCIATION

Cable Address = INDEVAS PARIS

EUROPEAN OFFICE:
4, AVENUE D'IENA, PARIS (16%) — FRANCE

Telephone = §63-2510

November 12, 0969

Dear Dick: Pearson Report |

At the DAC meeting on Friday November 7, DD-113 was
considered 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 there 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 69-472.

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 deonors 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 %o 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 jou could be thinking about the
point.

Yours sincerely,

A

)
At
| G. G« Wishart
U Y
Mr. Ri.chard H. Demuth, Director :
Develoymert Services Departient
Internztional Bank for
Reconstruction and Develonmeant

Washington, D.C. /% M
U ey CEET
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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 Novemberl; giving

me the dope on our dinner meeting on November 24,

| am loocking forward to being there.

Yours,

[ o) 1B lL

William S. Gaud
Executive Vice President

WSGAud;dbs
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(7-61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE 522 (>/#
t0:  INTBAFRAD DATE: NOVEMBER 10, 1969
LONDON CLASS OF NLT
SERYICE:

b

COUNTRY: ENGLAND

TEXT: 3
Cable No.:

FOR MR. MCNAMARA LADY JACKSON ADVISES MR. MITCHELL SHART AGREES
ENTHUSIASTICALLY TO HAVE MEETING IN CANADA FEBRUARY TWENTYTWO AND
TWENTYTHREE AND IS ISSUING INVITATIONS TO DEVELOPMENT LEADERS AND

HEADS OF FUNDING AGENCIES.

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME Muriel Lee

DEPT. Office of President

SIGNATURE

( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use by Archives Division

ORIGINAL (File Copy) | p )
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: I
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Mr. Righard H. Demu November 10, 1969
€. i \/f
Pe ' B

I attach herewith my observations on Recommendation No.2 of the Pearson
Conmission 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 conments now. This I now do.

Attachment

cc: Msssrs.Chadenet
Kamarck/Stevenson
Hawkins

-



Recommendation No.2 of the Pearson Commission concerning "Population,
Education and Research" on p.195:

"Bilateral and international agencies should press in aid
negotistions for adequate amalysis of population problems
and of the bearing of these problems on development programs.”

This recommendation, 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 planmning 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 inwolved 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 association in this field. It is, however, likely
that the development of the dgmaican project may lead to changes that
could give a better program by improvement to institutional.fagilities
and emphasis on better management. An attempt is now being made in
Mauritius to persuade the Government to announce an official policy
and follow up with the introduction of a natiomal program. These two
small countries have been "testing grounds" in this sense for develop~
ment of Bank strategy.

Economic reports alone, showing the implications of population growth,
will not cause Governments to shift their position unless it is tied or
related to some benefit. A strategy depending on the phase of development
of a population policy needs to be worked out in the Bank and implemented
on a case~by-case basgis.

To achieve this strategy, there is a need to plan the pattern of the
dialogue that goes on with a country with regard to its population policy
from the very initial stages of economic analysis through the stages of
policy formation, program development and eventually Bank project develop-
ment. This strategy will no doubt take into aceount the need for
recognition of the varied religious, political and cultural semsitivities
involved in each case.

I would ocohclude by taking the view that bilateral and international
agencies should take full cognizance of the population situation in a
country and the performance of the Govermnment on the analysis of population
problems and of the bearing of these problems on development programs.

K.Kanagaratnam
November 10, 1969
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Mr. William Diamond November 7, 1969
Ravi Gulhati

Columbia University Conference

I have received a letter from Lady Jackson (Barbara Ward),
Albert Schweitzer Chair, Professor in International Economic Development
at Columbia University inviting me to attend a conference to discuss the
Pearson Cormission Report. This conference is expected to take place in
Williamsburg, Virginia and Yew York and will start on Sunday, February 15,
1970. The confaerence expects to conclude on the following Saturday,
February 21, 1970. The object is to respond to the Pearson Commission
Report and to discuss its recommendations in a series of meetings between
experts, academic and otherwise, drawn from both developed and developing
countries. The conference will eover all expenses of the participants.

I realize that T am spending far tcoomuch time on matters which do
not directly concern the Development FPinance Companies Department. Never-
theless ¥ would very much like to attend this meeting if you agree. I am
quite prepared to use my annual leave for this purpose if you consider it
appropriate. I have to let Lady Jackson know whether I can attend or not
before the beginning of December.

RGulhati :plm
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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, - b{u
<

Lady Jackso
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Form No. 57

TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT

‘ INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT I ON

OFFICE MEMORANDUM LF

Mr. Richard H. Demuth DATE: November T, 1969
4 j f
Irving 8. Friedman ;
' X y / ,//
Pearson Commission Recommendations & /f/

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.

IS F

cc: Mr. Kamarck
Mr. Stevenson
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Form No. §7 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR 1 INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM £ = [<

TO: Files DATE: Novemw
FROM: Irving S. Friedman y 4 .
/) /'S 5% v
SUBJECT: Pearson Commission Recommendations s (= g

To avoid any misunderstanding I would like to make the following
brief comment on Mr. Kamarck's memorandum to the Files of November L.

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.

| ST-

ce: Mr. Demuth
Mr. Stevenson
Miss Brigg
Mr. Kalmanoff
Mr. Hawkins
Mr. Henderson
Mr. Miller
Mr. Singh



773 /3.1

Mpr., Richard H. Demuth November T,1969

¥il1iam Diamond @/

Draft Paper on Pearson Commission Recommendations

Attached herevith is a revision of the "Pearson
Paper’ on development banks. Exeept for filling in

the blanks, the changes are trivial.

Attachment

ce Mr., Mathew
Mr. Culhati
DFC File

WDiamond :us
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Revised Draft o
November 5, 1969

DRAFT PAPER ON PEARSON COMMISSION RECOMMENDATIONS

REGARDING DEVELOPMENT FINANCE COMPANIES

Le Text of Recommendation

"We recommend greater help to development banks and similar in-
stitutions in developing countries "(page 179).

e Background of Recommendation

This proposal appears in afsection dealing with project znd pro-
gram aid and follows the main recommendation urging aid-givers, including
the World Bank Group, to "recognize thé great value, in many cases, of more
program aid." 1In this context, greater use of development banks is viewed
by the Gommission 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 detrlment of the relatively small ‘and wmdely

aid through development banks situated in developing countries; these in-

. Stitutions can acquire detailed'knowledge.of local conditions and respond

Jféﬁeedily to the needs of the medium and small investors.

Development banks are seen by the Commission not only as conven-
ient retail outléts for dispensing aiderom high-incdme to ldw;incﬁme~countries._
Their role in strengthening the local capital market is also underscored.
In its historical review of the past two decades, the Commggsion noted the
contribution made by such companies in faci1itating savings and investment
(see page 31). Elsewhere in the reporﬁ, the importance of the function of
financial intermediation is stressed (éee pages 6L, 65).

3. <'The World Bank Group's Activity

~ The World Bank's involvement with development banks dates from

1950 (FY 1951) when it assisted in the establishment of the Industrisl

i 1



Development Bank of Turkey and the Jjevelopment Bank of Ethiopia. Ever
since, the World Bank has been heavily engaged in promoting, financiog and
extending technical assistance to such institutions. A few summary
indicators of this activity are citeq below to provide a bird's eye view:E/
a.--Alﬁbgether,lthe Wbriﬁ Baﬁk Group has helped promote 12
_,.developﬁe;t fihance companigg‘and helped reorganize
o anq%her 6. i
,;ff”#(//// b. The World Bénk Group ﬁas assisted in récruiting #ey per-
sonnel for some development banks and IFC is on the boards
of 13 of them.

Officials of development banks have received training in

c.
the EDI or under special programs. _
. d. Gross commitments to development banks up to the end of

September 1969 amountéd to $954 million in 28 corpanies
in 2 countries, consisting of Bank loans (93%), IDA
credits ( 4%) and IFd{investments (3%8). This sum reflects
a rapid acceleration of EOmmitments. Until the end of Fiscal
1963, commitments amownted to only $229 million; in the next
5 years, they totalled_$h97 million; and in Fiscal 1969,
commitments reached $i95 million. About 61% of g}oss‘
' commitments had been aisbursed. Allowing for repay-
ments and radgmptiohsfﬁf abouF $lh§ million, the dis-
bursed amount outsténdﬁng was $430 million..

a/ The data includes companies in Avstria and Finland althéugh these coun-
tries fall outside the category of "developing countriest, Both are
. Part T 1IDA countries, ' i
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World Bank Group policies towards development banks have been
reviewed periodically, most recently by the Board in November 1968; and
several significant changes have recently taken place. For example, in
June 1968, the Bank, whose policy once.prohibited lending QB government-
controlled development banks, decided it would be prepared to lend to such
institutions provided their management was sé;;& and autonomous in day-to-
day decision-making. Another policy departure, accepted in November 1968,
involved the scope of operations of inotitutions financed by the World Bank
Group. Waile they once had to be devoted primarily to manufacturing indus-
try, they may now 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 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 developménts,ﬁoll 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 World
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 "oulk of these investments assist
the manufacturing sector. Judging by tha size of the operations, it is
fair ‘to say that development banks are f1nancing primarily medium-scale
enterprlses and, to some extent, small enterprises. Without the inter-
mediation of such institutions, the World Bank Group would not be able to reach

a very significant part of the manufaotgring sector of developing countries.

i B e
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The principal objective of the World Bank Group, however, is not
simply to find retail outlets for dispensing external finance and technical
assistance, but to help build effectivé investment institutions in develop-
ing countries. Hence the Group encourages development banks to be active
in mobilizing domestic capital, underwriting securities, subscribing to
equities, selling from their protfolios in oré;;-to broden ownership 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 thqse lines, a great deal remains to
be done. Most development banks have not acquired much capability &s mo-
bilizers of financial resources and reméin dependent on government funds,
or on international instifutiﬁﬁésd}-6ﬁﬂforeign aid. Furthermore, develop-
ment bamcs still, in the min, respond to investment opportmitivs pre-
sented to them by their clients and only rarely do they do much in the i

way of identifying and promoting projects on their own initiative.

L. Proposed Position with Respect to Recommendation

The World Bank Group fully #écepta the recommendation of the
Pearson Commission and intends to help éevelopment banks to the maximuum
extent feasible. 4 i

The Bank's Five-Year Programialready reflects this view. The
target fdr ércss Bank and IDA commitmenté to development finance companies
in the period 1969-73 is around $1?500;éillion, coﬁbared ﬁiﬁh_$h83-millibn g
in the preceding five-year.périod. -IE;?iscal 1969; tﬁé first year of the
period, $193 million were coﬁmitted._ Aithdugh there is not yet a projection

for IFC operations in this field, there 'is no doubt that IFC, too, will

_,#gxpana’EE; role in financing developmah£ finance companies.

b

To achieve the target of theuFive-Iear Program, the number of
development finance companies associated with the Group will grow to per-

haps twice the current number of 28.
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The expansion in the number.of companies, as well as in thie vol-
ume of operations, is closely related to the changes of policy introduced
in the past 16 months and referréd to above, which make possible significant
expansion of activity with_ld_avelopment banks in Africa and in Latin_._&merica.
In particular, the possibility of lending-the government-controlled
companies has resulted in the probability that three or four loans will be
made to such companies in the present fisca]./y;ar. And, systematic explor-
ation has begun of existing small 'davé..]..opmant banks in Africa and of the
possibilities of financing such institutions.

This expansion of activity, in exploration, in appraisal of com-
paniea,. 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 professicnal
staff in the Development Finance Companies Department increased by 50%, from
20 to 30; another 25% increase is expelctéd in the current year.

As mentioned above, wOrid'Béhk Group policies towards dsvelop-
ment banks are reviewed perioc.;lically as experience accumulates and new
problems emerge. In view of the Comnission's recommendation to extend
greater help to development banks, pra_sent policies will be reviewed to
make such changes as are necessary to _;mplement the broad development

strategy envisaged by the Gonmﬁasion;."}_
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January 7, 1970

Dr. Helgard Planken Graham
T9 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 discussions about
your contract study for the Pearson Commission. 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 am advising them
accordingly.

Bincerely yours,

ZB-Z*Ernest Stern

Ernest Stern
Assistant Administrator
for Program and Policy

ce: Mr. Dyer, IBRD v

CONWNUICYLIONE
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December 23, 1969

Dear Mr. Lessey:

Sir Denis has as me to aclknowledge your
letter of December 17, asking for a copy of the
study on the wntying of aid which is mentioned
in the Pearson Commission report. BEnclosed is
a copy of that study, entitled "The Multilateral
Untying of Economic Aid" by Edwin Truman.

Sinceraly,

<z

Shirley Boskey
Development Services Department

Mr. Julian

Lessey
The Confederation of British Industry
21, Tothill Strest

London, 3.W.l, England

SEB:tsb co )
HHﬂH;Cv;‘iU‘HZ
km'm OE"EHVP i““E :’ a
DECSq s 3 L 383
cc: Sir Denis Rickett
UECEMED
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Confederation of British Industry

21 Tothill Street London SW1
Telephone 01-930 6711 Cables Cobustry London SW1 Telex 21332

Qur Ref: Vb 17 December 1969

Sir Denis Rickett, KCMG, CB

Vice-President,

International Bank for Reconstruction and Development,
1818 H Street, NW,

WASHINGTON DC 20433,

U.8.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,

=5
7 cadera Zﬁﬁiy

Julian Lessey
Overseas Directorate.

CORKNMICY I0m2
e Euvr LJ.','.F'e
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Sender’s name and address:

v The. Confederation of. British Indusiry,.

wittds. BOLhi1]. Strect,

e lONDON,_ B2 Wals... ENGLAND,

AN AIR LETTER SHOULD NOT CONTAIN ANY
ENCLOSURE; IF IT DOES IT WILL BE SURCHARGED
OR SENT BY ORDINARY MAIL.

The ‘APSLEY” Air Letter

. A John Dickinson Product
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1900 L Street, N.W., Room 712
Washiington, DiC. 20036

Dear My. Rabeson:

I am encloging a list of the Comuission Contract Studies

end Staff Papers For Comdssion Report of the former Comaission
on International Development.

Sincerely yours,
P, J, m Chief
bow:g:m Section
Inemo
B Doh tlrg

cc: Mr, H, E. Dyer
Mrs, N, Harris
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December 10, 1969

¥r., Donald S, Green
Pregidential Task Force on
International Development
1900 L Street, Niiy: ,/Room 712
Washington, D.C. 2003c

Deay My, Greent

~ In responge to your letter of December 3, 1969, we ave
sending you a copy of the following papers:

2,

3.

e We do not have a paper with
18 .mzmmm

If you would

Se
6

cct Mr, H. E, Dyer

Mrs. N. Harﬁ? %’3
PJDoyleilrg
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PRESIDENTIAL TASK FORCE ON INTERNATIONAL DEVELOPMENT /£ /, /74
1900 L STREET, N.W,
WASHINGTON, D, C, 20036

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—v/
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 1'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).

X Viepssal 4 4+ Interest Subsidy (miscellaneous staff paper).

5. Export Credits, 6/69.

6. Technical Assistance, 6/69.

7. Note on Rationale, 6/69.

/,ézé//%cs

Donald S, Green

)~ - R
/R 2 - Y A /

Yours truly,
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ADMINISTRATOR

TF o
DEPARTMENT OF STATE 5 K/"_

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20523

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

\N
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Form No.

57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR [ INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION ) . 4
& 2 / 17
/ S - I

OFFICE MEMORANDUM

TO: Mrs. Luke or Mrs. Harris DATE: November 7, 1969

FROM: Yvonne Allen “/g

SUBJECT: Pearson Commission Records 22 ip g 7 y, /l} Ay /D e /

With reference to Mr. Twining's memorandum of November 4,
will you please let Mr. Barend A.de Vries (Room G-1038) have b B
copies of the following Pearson Commission records:
A . Author
Pakistan Growth and Development Policies S*t:}‘ Y G. Papanek
N LienA
A Brief Survey of the Tiij}sh Economic Development  Oktay Yenal

Foreign Aid to Colombia Richard D. Mallon

Staff Papers for Commission Report

Targets for Aid Finagcing b/; 2/25/69
Aid Relationship j 2/27/69
The Present Debt Structure and Rescheduling v 2/26/69
Private Foreign Investment J/ J/ 2/18/69
Multilateral and Bilateral Aid 2/69

Multilateral Sof?ﬁLoan Agency (W. Arthur Lewis)v//;)69
Aid Magnitudes . 6/69
Aid Policies and Procedures Part I — Tying //// 2/69
Aid Policies and Procedures Part II - Tying Revised 6/69 V//,

e

Allocation of External Funds 6/69
f

Partial Revision of Debt Paper V 6/69

Export Credits J 6/69



CENMISHTION O INTEANATIONAL DEVELOFPMUENT

OFF!CE MEMORANDUM §2 = / 4 /-M

i DATE:
ti»  pr. Hugh B. Ripuan October 16, 1969
£ [,.4‘/‘..\_

#HM Eroest Stern, Deputy Staff Der?LOTkﬁ P

WIECT Peaygan Commission Files

As you know, the Commission on International Development is closing its
office on October 31. TIn the course of our work, we have accumulated a good
deal of documentary material which may be of interest to members of the Rank
staff and ethers. In addition there are the normal administrative files.

Since it would be desirable to retain most of this material for at
least some pericd of time, we have discussed with your staff the desirability
of depositing our records with the Bank. 1In view of these discussions, we
would like for the Bank Lo take custody of the Pearson Commission records,

have screcned the material and if is being sent over in six cartons. It
consists of the following categories:

I. Contract Studies

These papers are studies which the Commission paid for. They
can be made available to intoL: ted members of the Bank staff. Although
the legal ownership of these papers rests with the Commission, the authors
of such papers must be consulted in advance, if any public use is to be

o T -
madne material.

~
L

A number of these reports are of high quality and might be of
interest to the Bank in its publication of Occasional Papers. ¥We would,
therefore, suggest that the editors of the Occasionz]l Papers review th.ah
naterials and if any are found suitable for publication contact the author
for permission.

I wish to draw your particular artefition to the paper
Truman, The Multilateral Untving of Economic Aid, which is specifically
referted to in the report, as being available on request from the Woxld
Bank, 1 understand that several requests have alrealdv heen received.
You may wish to repreduce this paper as soon as possible and designate
someona in the Baonk to be ia charge of distribution.

by Ldwin

IT. §t€ff Papers

The Commission staff produced these papers to obtain decisions of
the Commissioners on proposed recommendatidns. These papers also formed
the basis for substantive chapters in the report, The papers were
presented to the Commissioners in the meetings in Rome, March 1969 and
Copenhagen, June 1969. Thase papers may be made available to intercsted
members of the Bank staff upon request and to outsiders with a legitimate
interest in the history of the Commission.



]

11T. Records of Regional Hearings and Commission Mectings

This category of documents represents notes taken at the regional
hearings ¢onducted in Santiago, Abidjan, Kawpala, Rawalpindi, New Dedhi,
“ingapore, and Ankara, as well as governmental papers submitted to the
Vemmnisgsion. The discussions were intended as confidential between the

ptarticipants and the Commission and access to these papers should require
thie prior comsent of either Mr. Hamilton or myself. Also included are

winutes of the Commission meetings in Mont Gabriel, Rome, and Copenhagen.

\cceegs should be the same as for category TI.

V. Miscellaneous Papers

This category consists of two types: (a) memoranda and other
:2kyround material prepared by the Commission staff and (b) documents

-rnished the Commission by outside organizations or individuals. Access
to these documents should be on the same basis as category IT.

X Administrative Material

411 personnel files will be sent to Central Files which will forward
vz to Personnel as appropriate.

Lotrespondence, wmiscellaneous files, contracts, wvouchers, ete, will

c+yeened by us 2nd forwavrded to Central Files for appropriate disposiiiotis

‘vz material included in categories I-1V ave listed on the attached pages

vl ¥ee o= reference. If there are any questions about the handling of this
e . I suggest you contact Mr. Hemilton or myself. (Mr. Hamilton can be
coavhes 2 the Brookings Institution, telephone HU 3-8919, after November 1,
WiRY - -2 pumber is Code 101-20482.) In addition, we are forwarding
Wi : Zocuments which the Commission obtained to Rescarch Files for their
Y S TR e
el _zeming



I.

Title

Pakistan Growth and Development

Policies

Aid Philosophy and Mechanisms -

Japan

Donor Assumptions and Expectations-- Helgard Grahem-Planken
Political Support to Development

4id -- Germany
A brief Survey of the Turkish

Economic Development

Foreign Aid to Colembia

Mn Assessment of the Economic
Development of Singapore

Second Post-War Restructuring

Costs and Benefits of PLL8O
Programs

Scope and Limitations of Aid
Policy Formulation inthe
Context of the British
Environment

The Multilateral Untying of
Economic Aid~

The Aid Relationship

Commission Contract Studies

- Contractor

G. Papanek |
Development Advisory Service |
Principal Authors were:
Walter Falcon
Joseph Stern
Harvard University
Cambridge, Mass.

Japanese Economic Research |
Center '
Tokyo, Japan

Washington, D.C.

|

f

Oktay Yenal
Hobert College
Istanbul, Turkey

Richard D. Mallon
Develcpment Advisory Service
Harvard University
Cambridge, Mass.

Lim Chong Yah
University of Singapore
Singapore

Gustav Ranis IR
Yale University
New Haven, Conn.

David DaPice
Harvard University
Cambridge, Mass.

Overseas Development Institute, London
Authors were: ’

James Lambe

John Vhite

Edwin M. Truman
Yale University
New Haven, Conn,

S. Bhoothalingam
Hindustan TIMES
New Delhi, India




Title

Impact of Variations in the
Supply of Foreign Resources on
the Growth of the Indian
Feonomy: 1969/70 - 1980/81

Indian Economic Growth: Plan
Priorities and Centre-State
Relations

Foreign Investment

Technical Assistance to India

The Effect of Different Growth
Rates on the Political Power
Structure in India

Mgricultural Programs and
Prospects

Employment in Agriculture and
Migration to the Cities

Attitudes a 1'Egard de la
Cooperation

I. Cormission Contract Studies (contd)

Contractor

T.N. Srinavasan
Indian Institute of Statistics
New Delhi, India

P.,N. Dhar
Institute of Economic Growth
New Delhi, India

Sarwar Lateef
Hindustan TIMES
Ner Delhi, India

SaLwar Lateef
Hi@dustan TIMES
New Delhi, India

Ajit Bhattacharjea
Hindustan TIMES
New Delhi, India

Dharam Narain
Institute of Economic Growth
New Delhi, India

Dharma Kumar
University of Delhi
New Delhi, India

COFREMCA |
66 Rue du Moulin de la Pointe
Paris, 13°

France




TI. STAFF PAPERS FOR COMMISSION REPORT

Targets for Aid Financing

Aid Relationship

Structural Changes

Debt and Aid Terms

Scientific Research and Technology
Transfer of Technology 5

L
The Present Debt Structure and Rescheduling

How the '"Debt Servicing Capacity" Approach Works
in Practice

Issues in Trade Policies

Private Foreign Investment

Multilateral and BilateraluAid

Multilateral Soft-Loan Agency (W. Arthur Lewis)
Outline of the Report |
Papers on Rationale

Aid Magnitudes

Draft - Chapter 1

Volunteers: National and International

Aid Policies and Procedures Part I - Tying

Aid Policies and Procedures Part II - Tying Revised
Proposal for Interest Subsidy

Guidelines for Future Terms

Population Growth

Projects, Programs and Priorities

Allocation of Extefnal Funds

Partial Revision of Debt Paper

2/25/69
2/27/69
2/26/69
2/25/69
2/69

2/25/69

2/26/69

2/69
2/26/69
2/18/69
2/69
2/69
2/69
2/69 - 6/69
6/69
6/69
6/69
2/69
6/69
6/69
6/69
6/69
6/69
6/69
6/69



Contribution of Foreign Private Sector

Export Credits

Technical Assistance

Trade Policy Revised

Note on Rationale

Note on Domestic Private Sector

Draft - Chapter 1: General Review (W. Arthur Lewis)
Food Aid - Past and Present !
Is A New International Agency Necessary?
Draft - Introduction

Donors' Balance Sheet of Proposed Changes
Final Draft - Geneva MEEtiﬁg

Copy of July Draft of Report

Miscellaneous Background Papérs

Research and Development in Less Developed Countries

Possible Use of Reverse Flows on Official Bilateral
Loans for the Automatic Replenishment of IDA

6/69
6/69
6/69
5/69
6/69
6/69
5/69
6/69
6/69
5/69
6/69
9/69
7/69

2/69 - 9/69

5/69

5/69



III. COMMISSION MEETINGS AND REGIONAL HEARINGS

A, Commission Meetings

Mont Gabriel ' 12/68
Rome : | o 3/69
Copenhagen 6/69
Geneva 9/69

B. Regional Hearings

Santiago 1/69
Abidjan 3/69
Kampala ; 3/69
New Delhi 3/69
Rawalpindi _ ' 3/69
Singapore 4/69
Ankara ‘ 6/69

C. Covernment Submissions

Yusuke Kashiwagi - Ministry of Finance (Tokyo)
David Horowitz - Bank of Israel
Economi~ Aid to Low-Income Countries - CED Conference April 11, 1969

Assisting Development in Low-Income Countries - CED Conference April 11, 1969



IV, MISCELLANEOUS PAPERS

A. STAFF PAPERS

Country Study - Brazil = b
Country Study - India

Country Study = Thailand

Tables on Development Experience of Developing Countries

Comparison of the Draft CID Report Recommendations with U.N. Proposale
for the Second Development Decade

Results of Projection Exercises for Gross Flows, Debt Service Payments
and Net Transfers

Aid Auditing Procedures
Self-sustaining Growth

Estimates of Foreign Capital Requirements

Press Brief

Notes on Sir Robert Jackson's Tentative Conclusions

The Target for Total Net Financial Flows

Notes on Visit to Germany of Lester B. Pearson, Chairman
A General Critique of the Draft

Statistical Data on Aid Magnitudes

Draft Statistical Data for Commission Report

Political Linkages and Economic Development
B, OTHER PAPERS

Report on a Trip by an ITCAP Subcommittee to India and Pakistan
FAO's Participation in Agricultural Research in Africa

The Administrative Needs of a Rural Reconstruction Program

FAO Machinery for bealing with Science and Tethnology

Industrial Research as a Factor in Economic Development - National Academy
of Science



Contraceptive Research
Additional Foreign Aid for Socially Oriented Government Programs
Reflections on International Cooperation for Latin American Development

Preparation of Guidelines and Proposals for the Second U,N. Development
Decade ;

Notes on India's Opportunities and Needs in the 70s.
The AID Population and Family Planning Program

The Malthusian Spectre in India

A Proposal for Providing Development Aid through Equity Investments and
Mutual Funds

Address by Cabriel Valdes - "Latin American Concensus of Vina del Mar"

E1l Finanniamiento Externa Para el Desarrolo de 1la America Latina



Form No. 57

TO:

FROM:

SUBJECT:

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

/ /
{i‘ 2y = /
OFFICE MEMORANDUM (2272 /12
Deputy Directors, B IFC Departments DATE: November L, 1969
J. E. Twining, Jr. .

Pearson Commission[Records

At the reun;t 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 ninetzen. These can be made
available, on request, to interestid 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.

L. Records of Regional Eearings and Commission Meetings. These
Tecords conbain 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 Commission's 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. Copies of the individual studies and papers
are available on request from Central Files (Mrs. Luke or Mrs. Harris,
extension 245l) .



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

e

Betty:

October 31, 1969

Originals of Forwarding Addresses of Commission,
and Nriginal Listing of File Materials for your

records and for distribution if you feel necessary.

Thank you for all your trouble. Tf Copenhagen
meeting notes are not forthcoming from Mrs. Blair,
I would just say that you did not receive any and
suggest party ~all Mr. Stern or Mr. Hamilton.

Judef

Judy

oneredd '/ LA
o H
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