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4/26-28/68

ITALY

Umberto Agnelli, Administrator, FIAT S.p.A., Turin, Italy

(Mont Tremblant

Conf.)

5/29/68
6/18/68
7/5/68

(Rome)

7/6/68
(Rome)

9/30/68
10/7/68

4/28/69
(Rome)

4/29/69
(Rome)

5/2/69

5/9-11/69
(Bilderberg)

6/6/69

Roberto Olivetti, Managing Director,Ing. C. Olivetti & Co.

Aurelio Peccei, Managing Director and Director General,
Italconsult, S.p.A., Ing. C. Olivetti & Co., Ivrea, Italy

Leopoldo Pirelli, President, Pirelli S.p.A., "Centro Pirelli"
Alberto Ronchey, Foreign Correspondent '"La Stampa'

Altiero Spinelli, Director, Institute of International Affairs
Ugo Stille, American Correspondent ''Corriere della Sera'

Dr. Alberto Ferrari, Managing Director, Banca Nazionale
del Lavaro, Rome, and Mr. Taddei, New York representative

Dr. Mattioli, Head of the Banca Commerciale Italiana, and
Mr. Bombieri

Emilio Colombo, Minister of Finance

Dr. Guido Carli, Governor, Banca d'Italia

Marquis de Maillardoz, Vatican Representative

Dr. Raffaele Mattiolo, Banca Commerciale Italiana (at IFC
Advisers dinner)

Prime Minister Aldo Moro (entertained)
Dr. Guido Carli, Governor, Banca d'Italia
Pope Paul VI

Cardinal Roy, Chairman of the Pontifical Commission for Justice
and Peace

Msgr. Gremillion, Secretary of the Commission for Justice and Peace

Emilio Colombo, Minister of Finance

Dr. Victor Umbricht, Chairman, FAO Industry Group, et al (list att.)

Giovanni Agnelli, President FIAT S.p.A.

Antonio Cariglia, M.P.; President, Committee for Foreign Affairs

Fabio Juca Cavazza, Counsellor for International Relations at
the G. Agnelli Foundation

Piero Ottone, Editor-in-Chief, "I1 Secolo XIX"

Lorenzo Vallarino Gancia, Managing Director, GANCIA S.p.A.

Mrs. Graziella Weisser, Il Sole, Ore, Italy (with other newsmen)
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7/18/69 Luigi Ferrari-Bravo, Prof. of International Law, Bari Univ.

(Aspen -

Eisen Ex.)

10/1/69 Emilio Colombo, Minister of Finance (at Canadian Ambassador's dinner
for the Pearson Commission)

10/2/69 Emilio Colombo, Minister of Finance

6. 11/26/69 Ilario Fiori, Italian TV taping (RAI)

3< 1/20/70 Archbishop Giovanni Benelli, Deputy Secretary of State, Vatican
Javl Monsignor Marvin Bordelon, Director of the International Affairs
L Department, U.S. National Conference of CatholicBishops
AA
N Monsignor Joseph Gremillion, Secretary of the Pontifical Commission

VATICAN), on Justice and Peace

2/22/70 Ambassador Egidio Ortona

(Montebello)

10.

11.

12.

13.

5/20-22/70 Representatives and Observers at OECD Meeting:

(Paris) Antonio Giolitti, Minister of the Budget and Economic Programming
Francesco Cavalletti de Oliveto Sabino, Chief of the Permanent Delegation
Guiseppe Ferlesch, Director General, Ministry of Commerce
Francesco Accardo, Director General, Ministry of the Budget
Giuseppe Jacoangeli, Counselor of the Embassy, Ministry of Foreign Affairs
Silvano Palumbo, Ministry of the Treasury
Raffaello Triolo, Ministry of Commerce
Sergio Maggi, Ministry of the Budget
Massimo Guerrieri, Ministry of the Budget
Giancarlo d'Alexxandro, Ministry of the Budget

. 7/6/70 Aristide Gunnella, Member of Parliament

. 10/29/70 Mario Pedini, Undersecretary, Ministry of Foreign Affairs

Ambassador Egidio Ortona
Alberto Rossi, Commercial Counselor, Embassy

6/30/71 Dr. Guido Carli, Governor, Banca d'Italia
Dr. Gradi, Banca d'Italia representative in New York
10/4/71 Dr. Raffaele Mattioli, Banca Commerciale Italiana (IFC Adviser)
9/29/71 Sir Denis Rickett's meeting with Dr. Ossola, Banca d'Italia
3/17/72 Dr. Rinaldo Ossola, Vice Director General, Banda d'Italia
6/16/72 Dr. Giorgio Cappon, General Manager, Institut Mobilaire Italiano, Rome
(NY)
1/30/73 Mr. Enrico Cucci, Managing Director, Mediobanca
4/18/74 Minister Antonio Giolitti; Minister of Budget and Economic Planning

(At Bank office of the UN)



5/8/74 Dr. Roberto Olivetti, Managing Director, Olivetti Corp.

10/8/74 Aurelio Peccei, Club of Rome (dinner at home)

4/17/75 Gaetano Stammati, President, Banca Commerciala Italiana
(Joint Committee on Remuneration - Lunch)

4/25-27/75 Bilderberg:

(Cesme,
Turkey)

6/12-13/75
(Paris-Dev.
Cte.)

14, 9/2/75

15. 10/23/75
16. 11/26/75

1/6-10/76
(Dev.Cte.,
Kingston)
10/22/76
17. 12/6/76

2/3/77

3/1/77
3/2/78

18. 5/3/79

19. 3/11/80

3/13/80

Giovanni Agnelli, FIAT S.p.A. - Turin

Guido Carli, Bank of Italy - Rome

Roberto Ducci, Ministry of Foreign Affairs

Francesco Forte, University of Torino

Giorgio La Malfa, Centrostudi de Politica Economica - Turin
Arrigo Levi, La Stampa - Turin

Guido Carli, Governor, Bank of Italy

Paolo Baffi, Governor, Bank of Italy
Silvano Palumbo, Director General, Ministry of the Treasury
Mario Ercolani, Deputy Managing Director, Bank of Italy

Camillo Debenedeth (or Debenedetti), International banker
Mauro Calamandrei, L'Espresso

Emilio Colombo, Minister of the Treasury
Silvano Palumbo, Director General, Ministry of the Treasury

Giovanni Agnelli, President, FIAT

Giulio Andreotti, Prime Minister

Umberto Agnelli, Senator and Leader of the Christian

Democratic Party)
Ambassador Roberto Gaja (Dinner at the Embassy)
Ambassador Piero Vinci, Permanent Representative to the UN

Minister of Foreign Trade Stammati,
Amb. Paola Pansa Cedronio

Piero Schlesinger, Chairman, Instituto Mobiliare Italiano
Giuseppe Saracini-General Manager,IMI

Efisio Cao di San Marco, Deputy General Manager, IMIL
Adolfo Appolloni, US Representative of IMI

Rudolfo Ruggiero, Adviser to the President of Italy
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Form No. 57

TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
Operational Files DATE: May 29, 1968

S. Aldewereld

Borrowing in Italy

On May 29 Mr. McNamara met with Prof. Ferrari, President of
the Banca Nazionale del Lavoro. Also present were Mr. Gianani,
Alternate Executive Director, Mr. Taddei, New York representative
of the Banca Nazionale del Lavoro, and Mr. Aldewereld.

Prof. Ferrari first referred to the sizeable orders with
Italian firms being financed out of the proceeds of Bank and IDA
loans and credits. He then expressed the hope that the World Bank
could do "some financial business' in Italy. There was apparently
some connection in his mind between the two points.

Mr. McNamara said that the Bank needs to raise substantial
funds and asked Prof. Ferrari what his opinion was about the likely
trend of interest rates. Prof. Ferrari expressed the view that the
rates are likely to go up and referred in this connection to two
recent dollar issues of Italian entities, ENI (the Italian State
0il Company) and Cassa per il Mezzogiorno, both with a 20 year term,
6-3/47% coupon, and an issue price of 98.

The conversation then turned to the question of a possible Bank
borrowing in Italy denominated in Italjan liras. Prof. Ferrari said
that in his opinion the coupon for a World Bank lira issue would be
of the order of 6 - 6-1/4%. He added that the amount of such an issue
could be of the order of the equivalent of $40 - $50 million (25 - 30
billion liras). In this connection Prof. Ferrari referred to the
organizational arrangements for World Bank issues in Italy. He said
that whereas the previous World Bank issue was placed under the
leadership of the Banca d'Italia, he understood that a promise for
the leadership for the next issue was given to Banca Commerciale
Italiana (BCI). Prof. Ferrari felt that in view of the size of
his institution a good case could be made to have future World Bank
issues in Italy co-managed by his Bank and the BCI, with the leader-
ship changing with each subsequent issue as is the World Bank
system for bond issues in the United States.

Mr. McNamara said that an important consideration was the
possibility of the World Bank tapping the Italian market regularly
rather than only once. Prof. Ferrari said that he agreed that the
World Bank should have a continuous presence in the Italian market.
He added that the question of World Bank borrowing in the Italian
market should be discussed between Mr. McNamara and Dr. Carli.

Mr. McNamara said that he intended to do so, possibly in early July
when he might stop in Rome on his way back from Bucharest.

cc: Mr. McNamara

Mr. Cavanaugh
Sir Denis Rickett

SAldewereld :mc




MEMORANDUM OF CONVERSATION WITH COLOMBO - 7/5/68

1. A few days ago Colombo was appointed to a new Cabinet position expanding
his former responsibilities for the economy to include direction of the budget.

2. He received Siem and me at 8 p.m., obviously tired and nervous, but none-
theless friendly and cooperative. ‘

3. He stated that requirements for support of the French franc and for support
of the moves to shift the British pound away from use as a reserve currency made
it difficult for the new government of Italy to approve a World Bank bond issue
in Italy in the immediate future. It appeared to me that domestic political
considerations were also a major factor influencing his judgment.



MEMORANDUM OF CONVERSATION WITH CARLI - 7/5/68

Present: Messrs. Aldewereld and McNamara

1. Carli used the same arguments Colombo did in stating why it would not be
possible for the Italian Government to approve now a World Bank bond issue in
Italy, but he clearly indicated in addition that domestical political consider-
ations made a public issue impossible now.

2. Carli stated it was his intention to funnel domestic savings into productive
domestic invesment and to channel Italy's trade surplus into the importation of
capital goods instead of the importation of gold.

3. Carli argued that because Italy was a '"semi-developed' country, its domestic
capital requirements were large and it should not normally be a capital exporter.

I replied I understood that position and that I would just as soon borrow privately
instead of publicly during the periods when Italy would temporarily be exporting
capital. Carli agreed with this position and stated that a private loan at the

end of the summer after trade data became available might be possible. He said

we could discuss this subject at the Annual Meeting.

4. As Siem and I were leaving, Carli suggested that the IBRD and the IDB coordinate
their operations so that both were not borrowing for Latin America.

RMcN


















Colombo

1.

2.

3.
a.
b.
c.
d.

(Italian Finance Minister) 4/29/69

Summary of '69 Bank operations.

Final approval of IDA "end of spring" and if delayed he might consider
advance payments.

In answer to question re suggestions, Colombo:

Applauded expansion of activity in Africa.

Encouraged continued attention to agriculture and education

which he considered very important.

In agriculture: promote agricultural diversification to support
price stability. Prefers diversification to "price stabilization."
Stressed his proposal of last September re contribution to Bank

and IDA associated with SDR's. 1In case of Italy "This would not

require legislative action." (I question this). Volcker expressed
great interest and said he would study. Schiller was interested
but with certain " positions, i.e.: that amount of SDR's

should not be infuenced by considerations of aid.

Colombo asked me to mention to Schweitzer.

RMcN
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ForRM No. 57

TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR ‘ INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Mr. McNamara DATE: May 1, 1969

Richard H. Demuth (dictated but not read)

FAO Industry Group

B I The FAO Industry Group which is meeting with you tomorrow from
11:30 A.M. to noon will consist of 23 industry representatives, as
shown in the attached list given to me by Dr. Umbricht, Chairman of
the Group. I have asked Mr. Evans and Mr. Raj to be present at the
meeting.

2. Dr. Umbricht suggests that he open the meeting by explaining
the purposes of the FAO Industry Cooperative Program and the reason
they have sought a meeting with the Bank. In brief, this group sees
itself as having three functions in relation to FAO:

(1) advising FAO on any industrial matter coming within any
agro-allied field;

(ii) helping FAO carry out feasibility studies and implement-
ing projects which those studies demonstrate to be
feasible (An example given by Umbricht was of a project
in Turkey involving the growing, canning and marketing
of potatoes in which the Heinz Company handled the pro-
duction side and a Swiss company the distribution side,
both together with a local Turkish partner.); and

(iii) facilitating, through the group's secretariat in Rome,
contacts between individual members of the group and
FAO, particularly when companies want FAO's help in
overcoming problems in connection with their operations
in the LDC's.

The group has made contact with UNIDO and has sought the meeting with
you in order to open a dialogue with the Bank. The only specific
thing I think they would like to get from the Bank at this time is an
expression by us of general interest in cooperating with them and the
designation by you of a liaison man who could be their point of con-
tact with the Bank Group and who would be invited to attend their
annual meeting and the meetings of their Executive Committee in Rome.
The Bank has in fact attended meetings of the group in Rome in the
past through either Peter Reid or the Paris office, and at one time
David Dodd of IFC gave a talk to the group. Henry Ergas, Director of
the FAO/Bank Cooperative Program, is also present at all meetings of
the group.



Mr. McNamara -2 = May 1, 1969

3. Since Umbricht made clear that their basic interest is in
opening a dialogue with the Bank rather than in any specific

form of cooperation, I suggest that you might reply to Umbricht's
opening statement by simply expressing your pleasure at their visit,
emphasizing how important we think the development of both agricul-
ture and industry are for the LDC's and our interest in working as
closely as possible with private concerns which are willing to in-
vest in the developing countries. I think you might then talk
briefly about IFC and say that IFC would be happy to consider re-
quests from any members of the group to participate in any produc-
tive investments which they were considering in the LDC's.

Finally, I think you might say that, while direct contacts between
individual companies planning investment projects in the LDC's with
the Bank Group are likely to be the most fruitful form of coopera-
tion between the Bank Group and the members of the FAO Industry
Program, we would be glad to explore any other forms of cooperation
that might seem to the FAO Industry Group desirable. To this end,
you might wish to appoint either Mr. Raj or myself as a point of
contact between the Bank Group and the FAO Industry Program and sug-
gest that further explorations be conducted through that channel.

L. I have asked Mr. Evans and Mr. Raj to be available until 12:30
so that if there is anything further the FAO Industry Group wants

to explore after you have left at noon we would be available to stay
on with them.

cc: Mr. Raj
Mr. Evans
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Zr. V. Umbricht, CIBA, Switzerland, Cheirman

Jaries F. Black, Coopers International

Charles Dennison, International Minerals aﬁd“ﬁbtals'

. W. Allen, Dow Chemical

R. F.'Cornelsoh, Ralston Purina

Henry Meisel, CRC in%érngtional (formerly Corn Products) 3

. -J. J. Beatty, National Dairy

b

rank W. Tuppeny, Pfizer International . :
R. L. Vayo, St. Regis .Paper or ‘ 4
Dr. A. E. 0dell, General Mills

George French, Deere & Company

D E.vOestermann, Voest, Austria
Eldridge Heines, Business International - }
- |
John Argall, Director of International Development, Del Monie
Gelen C. Winter, Washington Re resentative, New Hollénd and Clayson

T. X. Shoemaker, V. P. Goverament Relations, H. J. Heinz
.

M. W. Griffin, V. P. Operations, House of Seagram

ger, Black Classon

Peter Comenduras, Merck, Sharpe and Donme
Executive Director, International Professional Relations

Dr. Steven Bogyo, Director, Office of Nutrition for Developing
Nations, General Foods Corporation

J

Mark J. Parsons, Ford Motor Company, Public Relations Manager

Dr. George L. Mehren, President, Agribusiness Council, as Observer






ANNUAL MEETING 1969

MEETINGS WITH GOVERNORS OF PART I COUNTRIES

ITALY

The Italian Minister of the Treasury, Mr. Emilio Colombo, called to
see Mr. McNamara at 11:00 a.m. on Thursday, October 2nd. He was accompanied
by Mr. Rota, the Italian Executive Director, and by Mr. Palumbo. )

Mr. McNamara described to Mr. Colombo the timetable which he had in
mind for the negotiations leading to a Third Replenishment of IDA. He would
be writing shortly to Ministers asking them each to appoint a Deputy to help
him in carrying on the negotiations.

Mr. Colombo enquired whether we had formed any view as to the amount
which would be needed for the replenishment.

Mr. McNamara said that this depended on many factors. If one were to
base a judgement on the needs and absorptive capacity of the developing countries,
the figure would undoubtedly be very high. The same would be true if one took
as the standard the capacity of the Bank staff to process IDA credits for worth-
while projects. A different result might follow if one considered the willing-
ness of the member governments to contribute. He would hesitate to name a figure
at this stage but it was clear that it ought to be substantially above the present
level. He hoped that the introduction of SDRs would create a situation in which
governments would be more ready to increase their contributions. He had noted
with interest what Mr. Colombo had said about the desirability of a link between
reserve creation and development finance.

Mr. Colombo said that the proposal he had made was for an indirect link.
It was not possible as the scheme was now drafted to make a direct allocation
to IDA of SDRs themselves. It would, however, be reasonable for countries
receiving SDRs to use part of the additional reserves thus placed at their dis-
posal to replenish IDA. The Italian Government was sympathetic to the Third
Replenishment as an idea. If agreement along the lines of his proposal could
not be reached, they might be prepared to adopt it unilaterally. The idea of
the link should, in any event, be pressed on other countries. Otherwise
developing countries would feel that the SDR Scheme was something from which
they did not get adequate advantages.

Mr. McNamara then described the study which the Bank was making of the
need for a possible change in its capital structure. He could not say what the
result of this study might be, but one possibility was that he would ask for an
increase of, say, 33% in the subscribed capital of the Bank of which 207% would
be called over a period of years (27 immediately and the remaining 187 over a
period of, say, four or five years).

Mr. Colombo said that he could not express a view on this proposal at
this stage. He would like first to examine the figures which would be involved.
It was the policy of his government to extend a substantial part of their aid
through international organizations.

The Minister then referred to the financing of a port development at
Mogadiscio in Somalia. He had recently discussed this project with the Somalian
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Ministers who had asked him to help them find finance for it. One possibility
would be that the cost should be met in three parts: (1) by a loan from the
European Investment Bank; (2) by a loan from the I.B.R.D.; (3) by a direct
participation from Italy. The Somalian Ministers had told him that they had
two port development projects - one financed by the United States and one by
the U.S.S.R. - and that they would very much like to balance this by a project
financed internationally. ‘

Mr. McNamara said that he would be glad to consider this question. (At
his request I have asked Mr. El Emary to prepare a note on this subject.)

D. H. F. Rickett
Vice President
October 8, 1969






FIORE QUESTIONS
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; (A¢“;7L42aa 1. During the World Bank's 20 years of experience, what things have

gone right, and what has gone wrong? Have you developed any new ideas

(of a widening gulf between rich and poor)? Do you have any miracle

solutions to suggest as you did at Ford or the Pentagon?

/2; ot mm% ,/)_,//4,_;7 LH,

What was the genesis of your Montreal speech? Are there countries

M\&(/\xwv
~ where better economic conditions have actually averted violence?

<
T 1 A Y

éj ,7 7*::%q”/ﬁow does it feel to run an organization with a budget of 1/75th of

» izl%waq the Pentagon, but with a different goal? What do you think about the
o T -
BIRLE B D relative emphasis countries should give to investing their own and
). e
A4;2127£zf5> outside funds -- allocating, for example, 25-30% of national budgets
e 'w“,“‘*"\ -

,4,?241¢QL\ﬁ1 '7 for defense and ten percent or less for education; is this a proper

(«-/}7‘“‘“"“» L ba—]F:;: '7'/’ 7 P //,,,.,,,)g_k }:‘Tm j;“/‘/)a‘vtw? ) ;ﬂA‘f‘;M,\ YD
/V/Jé%":"‘[ | |

P Afw~m7‘m 3. What is the relationship between education and economic development,
Lol ot |

and what does the Bank have in mind in this field? Could you give some

examples of projects you have done, and of projects you would like to
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ﬂa*¢;¢%¢4rz;AT£§3f74. By many writers, you are referred to as one of the authors of the
o LA 9, ‘{f«ﬂ |
12 * ' "American Descent into Technology." Do you think that technology

£ Y ﬁ 3 - - }W‘w .
7 yo o concepts of human development have failed? What possibilities do you
N e S e,
mr;fZ/fwv&Aﬁmﬁ/ foresee of applying the technological revolution to problems of economic
A
e ‘Q underdevelopment? If technological, organizational and managerial
o2 A‘VV

techniques do give us hope for progress, how can these '"'modern cultural

weapons' best be transferred to needy countries?

5. Are you optimistic about the world our children will inherit?
When you have left jobs, do you think first about what you have
accomplished, or do you feel guilty about the things you haven't been

able to achieve? Do you feel hopeful about the future of the world?









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

OF~'7 DF THE PRESIDENT July 1’ 1970

Mr. McNamara:

Mr. Aristide Gunnella, National Deputy
of the Italian Parliament, will be in Washington
until Wednesday, July 8. He has requested an
appointment with you -- Mr. Rota recommends
that you see him.

May we schedule? 7 /

ps /g‘ £ 47

William A. Maxwell N
265-8300
0
X
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Yanme: Aristidc GUNNELL. R = 5. e
Place and date of birth: Maral 18,71931, Mazara del Vallo, Sicily

Citizenship: ’ Italien k2

Marital status: Married

Home address: Via Veneto 20, Palermo

Acadenic training: Degree in Law from the wiversity of Palermo

Preseant positions: PRI naticnal Deputy; Member of the National louncil

and of Directorate; Provincial Secretary Republican
Party, Palermo.

Past positions: PRI Vice Secretary for the Sicilian Regiong
Senior cofficer of SOFIS, semipublic regional Ilavestzeat
agency nLeadquartered in Palermog
Head, Svudy Office of SICINDUSTRIA; Head, Regional
Study aug Research Center, Palermo..

Puplications: Articles on econcmics and politics in newspapers,
weekly and monthly publications.

Membership in professional
organizations: Lions International

Traveld abroad: Throughcut Western Europe, USSR, Tunisia durizg »ss%
eight yeurs as official of Regional Govermmeut oI
Sicily and as a tourist;

k In US in October 1967, for seven 'days under zgraal.

Preferred dates of travel to the U.S.: June 24, 1970,for 30 days
Knowledge of English: Interpreter required
Suggested Program of ‘ :
sctivities in the U.S.: The Eoo. Gunneila indicased that the followiiagz arzas
of Amcyrican life interesws him:
1) The EZconomic field; he is interested in pecting.
- “Arthur Burns, Chairman of the Federpl Resz:wve 3oara,
and would like to meet the president of & L.r:c
bank, possibly the Bank of America in San francisco.
2) Depariment of State - would like to discuss wita a

Depariment Uncersecretary concerning Soviee aid
Chincasrelaticns with tae UlSe )

UNCLASSIFIED

e oue&>



(Gunnella's program suggestions-Cont.)

3)

5)

6)

7)

8)

9)

10)

Sponsor's comments:

US Bemai. pnd House of Representatives: woul ¢ liko
to meet one Senailor and onc Representative fio. cuck
party; 1T possible would like to meet with moaicrs of
Defense und Finance Committees; is interestec 1a
meeting Senator Muskie, if possible.

World Bank; would like to meet Robert Mc Namara.

Pentagorn: would like to meet with civilian 1l.:isca
officer dealing with armamcnts industry and .clernse
contracts.

Stock Excanange: would like to talk to financial
expert apout the Exchange

Newspaper and TV: would like to talk to the cd.tor
of a big newspaper such as NY Times or Washingion
Post{ and visit a large network operation.

Universiities: would like to visit both larg: aac

small universities; specifically mentioned MIU, oLerkeley,
Stanford; would like to meet with students rejpreseniing
both radical and moderate points of view.

The racial situation: would like to meet witi exponents
of various shades of opinion on the position oI tlacks
in American society. He i3 interested in secing tae

racial situation in an industrial town like levtrois.

Would like to meet with a young entrepreneur williags

to talk zbout his experiences and to meet wiin & si0Leo-
man for <ihe inteil'ectual world such as John Uardner,
Director of the Ford Foundation.

His extracurricular interests include the theuter
(althougz his English is l-.mited), the opera. ie¢ is
interes... in hoi'e hospita.ity but since he e sy
Italo=Ar.crican fiends wouid prefer to see ouzzr &aszecus
of American life.

Gunnella is one of several national leaders oI luiliy’s
small Republican Party (PR7) who pamonify thui zeriy:
young, vigorous, articulate, well informed, wiui & wocers,
pragmatic outlook, anti-Communist, pro-US, &id ooo-Nall.
He worked for a nrumber of years in the induswt.iali-2conom.c

area in Zicily, &% the sa.ae time working h.rd Zor ihe ZRI

UNCLASSIFIED
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(Gunnella's program suggest.cas-Cont.)

in Sicily. He was elected to Parliament i. 1o

and has since been projected to the nationai. suage.
He often speaks for the »arty in the Chambere of
Deputics and is developiny a reputation as sae Haruy's
spokesiian in several areas.

The Pi is a member of the center-left coalitv.icz,
which Las governed Italy since 1962-63.

Gunneila is a hard worker with a devouring cuzios.ty
and coasiderable knowledge about the United Sitaizs.

He visited it for a short time in 1967. He was sower-
fully impressed by President Hennedy and lezi: ia
sentizeat toward the US Democratic Party but aws no
prejudices against the present administrat.on. iHe
easy o know, open with his remarks, and li.<zal.z.
He is 1ot known to have any dietary, physical, <=
other :diosyncrasies thas could affect the success of
his txrip.

Suggested itinerary in the U.S.: Mr., Gunnella menticned the fcllowoig

places as of special interest in the Unitea Suites:
New Yori - Washington - Eoston « Detroit or Cuicazc --
& typical southern city aad New Orleans, Sex rrancisco
and possibly otker cities of the Pacific ccast.
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INTERNATIONAL DEVELOPMENT l INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
OFFICE MEMORANDUM
TO: Files DATE: November 6, 1970

FROM: John Blaxall

SUBJECT: Italy and the Second IDA Replenishment

I refer to Mr. Benjenk's memorandum dealing with the visit to
the Bank of Mr. Mario Pedini, Italian Under Secretary of Foreign Affairs,
on October 29. In that memo, Mr. Benjenk reports Mr. Pedini as saying
that the law ratifying Italian participation in the Second Replenishment
of IDA "had been passed ten days previously".

On November 2, a memorandum from Mr. McNamara to the representatives
of Part I countries (IDA/Pt. I/70-1) made indirect reference to Ttaly's
non-ratification of the Second Replenishment. Because the relevant part of
this memorandum had been checked by this Department with Dr. Rota before
being finalized, we checked again with his office this morning to ascertain
the precise status of Italy's participation in the Second Replenishment.

He indicated that Mr. Pedini's statement might have been somewhat micleading,
since although the relevant law had indeed been passed by the Italian Senate,
it still awaited passage in the Chamber of Deputies.

>

DIBrash:a]

ccs Mr. McNamaraV/
Mr. Knapp
Sir Denis Rickett
Mr. Benjenk
Mr. Sacchetti
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WBG ARCHIVES
MEMORANDUM FOR THE RECORD November k4 1970

M.P. Benjenk W

ITALY - Visit of Under Secretary of Foreign Affairs, Mr. Mario Pedini

The Under Secretary of Foreign Affairs of Italy, Mr. Pedini, called
on Mr. McNamara on Thursday, October 29. He was accompanied by the
Italian Ambassador, Mr. Ortona, and the Economic Counselor at the Embassy,
Mr. Rossi, and by Mr. Rota. Mr. Benjenk attended on the Bank side.

Mr. Pedini began the conversation by saying that Mr. McNamara would
probably reproach him for Italy's lateness in passing legislation relating
to the second IDA replenishment. He would therefore begin by giving him
the news that the relevant law had been passed ten days previously.

Mr. McNamara replied that he was very happy to hear this development
and he would ask the Under Secretary to convey his thanks to Premier Colombo.
Mr. Colombo had been one of the first to emphasize the link between SDRs
and development assistance and had been very instrumental in helping to
insure the increase in the amount of the Third Replenishment of IDA.

Mr. Pedini then gave some information on the Italian Government's
intentions concerning development assistance in the Second Development
Decade. A new law was in process to establish Italy's new development
assistance procedures and the long-term aim of the Government was to reach
within the decade the Pearson Commission target of 0.70% of GNP for public
assistance. In view of Italy's experience in this field there would be a
considerable proportion of this aid for technical assistance, because Italy
felt more and more that without a goodly dose of technical assistance capital
assistance would not yield the results expected of it. He asked Mr. McNamara
whether it was the practice of the Bank to offer technical assistance as
well as capital assistance.

Mr. McNamara replied that there were two types of technical assistance
of which the first - namely the supply of individual experts for a variety
of tasks - was more within the competence of the UN and the other specialized
agencies than of the Bank. There was a second type of assistance, namely
the provision of management and skilled technical knowhow, which, as the
Under Secretary had stated, was essential to render capital investment
profitable and the Bank made it a practice in many of its loans to include
technical assistance as part of the loans made.

The Under Secretary asked whether the Bank's loans included provision
for new technology, such as radio isotypes for agriculture. Mr. McNamara
replied that new technology was included in loans, such as the loan to the
Ivory Coast for education which was based on the use of television in class
rooms. The Bank had also placed considerable emphasis on the introduction
of the new strains of wheat and rice in the developing countries.

The Under Secretary, turning to Africa, gave some details on the plans
of the European Economic Community, through FED, for assistance of $1 billion
in the Associated States of Africa. He wondered whether cooperation with
the Bank was satisfactory. Mr. McNamara replied that it was and that there
was close contact between the Bank staff and the staff of FED and the European
Investment Bank.

- - : ant has seell
President fias_ 9w




Memorandum for the Record =D - November 4 1970

Asked by the Under Secretary for any general observations Mr. McNamara
had which could be conveyed to the Italian Government, Mr. McNamara stressed
that private flows of capital were not a substitute for public funds and he
was therefore very pleased to hear of the Ttalian Government's plans to meet
the Pearson target of 0.70% of GNP. The second point he wished to make was
that the bilateral donor countries should stress social objectives when
giving aid. More and more emphasis needed to be placed on the problems of
education, employment, urbanization and population. Since the absolute
amounts required for developing countries might not be reached because
politically the aid-giving countries might not be prepared to make the
necessary sacrifices, it was the more essential that countries should raise
the maximum amounts politically practicable, such as those envisaged by
the Pearson Commission, and use their aid to introduce greater equity into
the social systems of the countries they helped.

ce: Mr. McNamara’/‘

Mr. Knapp
Sir Denis Rickett
Mr. Adler

Mr. Sacchetti



TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT l INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Mr. R.S. McNamara DATE: October 28, 1970

M.P. Benjenk W

Visit of Mr. Mario PEDINI, Undersecretary
Ministry of Foreign Affairs, ITALY _

1. Mr. Pedini, a Christian Democratic member of the Italian
Parliament, is one of the three undersecretaries in the Italian
Foreign Office. He is responsible for commercial matters and for re-
lations with Less Developed Countries. A curriculum vitae is at-
tached. His visit is most likely a courtesy call, and he is mak-

ing similar calls on American officials of sub-cabinet rank. Dur-
ing the conversation you may wish to raise again the question of
Italyts contribution to the second IDA replenishment which is to

be ratified by the Italian parliament. Details are to be found
below and in the attachments.

2. Economic Background - The Italian economy is suffering
from internal problems (see attached memo) and is most likely not
in a position to participate in Bank borrowings at this time.
Nevertheless, despite these problems, total Italian foreign "assist-
ance" remains large--in excess of one percent of GNP. Most of this
assistance is in the form of suppliers?! credits. As a result, the
overall grant component is small. Further discussion of this point
is to be found in the attached memo and briefing paper.

30 taly and the Bank - Italy has played a large role as a
member of the Bank. It has made capital available, has been the
Bank?!s second largest borrower in Europe, and has been an important
source of procurement of goods and services for Bank projects in
other countries. Italy is a member or observer in all 13 Bank con-
sortia or consultative groups, and L3 of the staff are Italians.

k. Italy has contributed an estimated $1h3 million in the form
of capital and bonds to the Bank?!s operations, 2.1 percent of the
total. On the other hand, Italy has received $398 million in loans
from the Bank ($197 million of which have been repurchased). $1L2
million of these loans are still outstanding. In addition, procure-
ments in Italy by other borrowers have totaled $L482 million, or 6.5
percent of total identified foreign procurements under Bank loans.
(A1l figures as of June 30, 1970). Thus Italy has benefited from
the Bank out of proportion to its contribution.

5. With regard to IDA, Italy has paid in $L48.16 million, 1.8
percent of the total contributions. IDA procurements in Italy were
$60.0 million, 1.2 percent of total IDA procurements outside the
borrowing country. Italy has agreed to provide another $48.4 million
as her share of the Second Replenishment. This has yet to be ratified
by the Parliament. When paid, this will raise Italy?'s contribution
from 1.8 percent to 3.5 percent of total contributions.

i . Precident has seen
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6. Italy has supported the concept of multilateral assistance,
and has pledged $97 million to the Third Replenishment of IDA.
However, based on DAC figures, official aid in recent years has
shifted towards the bilateral (see table in attached annual meet-
ing brief). DAC figures also show a declining annual contribution
to the Bank and IDA. These shifts are partly due to the non-payment
of Italy's contribution to the Second Replenishment of IDA.

Attachments (3)
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Attachment 1

The Honorable MARIO PEDINI, Member of the Italian Parliament,
belongs to the Christian Democratic Party.

He was born in Brescia on December 27, 1918.

He holds degrees in Philosophy and Law. He has taught Italian
and History and was Assistant Professor of Economics at the University

of Parma.

He has been a Member of Parliament since 1953 for the Brescia and

Bergamo Districts.

Since 1946 he has held political and administrative positionms

| within the Christian Democratic Party.
During his Parliamentary career, he was a member of the Parlia-
J mentary Commission for Internal Affairs of the Chamber of Deputies, Secretary
| of the Parliamentary Commission for Industry, Vice-President of the Parlia-
mentary Commission for the Budget and State Participation (Government
Investment Industry).

He has contributed editorial material to daily newspapers and Italian
and international political and economic magazines.
i In 1956 he was elected Member of the European Parliament, and
currently is a member of the Committees for Energy, Scientific Research and
Nuclear Problems, and of the Committees for the Developing Countries and
for Economic Relations with non-member countries (.).

He was Undersecretary of State to the Presidency of the Council of
Ministers during the second Leone Government (1968). Presently he is

Undersecretary of State of the Ministry of Foreign Affairs, a position

which he has held since 1969.

(.) not members of the European Parliament.




| Attachment 2

k Form No. 57 INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
TO: Mr. Richard Gregory DATE: 28 October 1970
? FROM: Elinor B. Yudin %/
SUBJECT: Ttaly ‘

The Ttalian economy is recovering from the general strikes of the fall
of 1969, which continued sporadically in the first half of 1970, and
the resultant economic dislocation. GNP, which had been growing at a
7 gercent annual rate, declined by L.5 percent in the second half of
1969.

\

| Certain of the selected economic statistics in the attached basic data
sheet further indicate the extent of that dislocation. Between mid-1969
and mid-1970, for example, minimum wages in industry rose more than 20
percent, while industrial output grew at only 2 percent. Much of the
increase in money income was apparently translated into consumption
demand, which is reported to have been little affected by strikes. The

| rate of increase in savings deposits has, moreover, slowed considerably;

‘ some savings were sent abroad, seeking to avoid the uncertainties of the

| Ttalian economic and political situation. In the second half of 1969,

] fixed productive investment decreased 13 percent (in volume), compared

| to a 6 percent increase in the first half of that year. With these pressures

| augmented by a fairly rapid money expansion and the slow-down in

5 production, prices rose more rapidly between July 1969 and July 1970.

\ In consequence, some reduction in the rate of export growth and a

! greater increase in that of imports occurred, swinging the current account

{ into deficit (August 1970). A marked improvement in the capital-account

| reflecting both a greater recourse to foreign capital markets and a

reduction in the unauthorized exports of bank notes, did, however, bring

about a reduction in the overall balance-of-payments deficit which had

appeared in 1969.

The strike affected the public sector as well. Tax revenues through August
1970 were less than expected. The Bank of Italy provided an unusually

large share of the financing of the budget deficit. That deficit, has itself
grown in recent years, reflecting, mainly, deficits in local authorities!
budgets and in the social security system. The large public and semi-
public financing needs placed pressure on capital markets, raising interest
rates.

A new cabinet, formed last summer by Emilo Colombo, following two cabinet
crises, has introduced or promises to propose a series of selective fiscal
‘ measures, designed primarily to shift resources to investment and to

‘ facilitate investment financing, while avoiding erosion of essential

‘ consumption. The govermment recognizes, too, that the need for domestic

1 reforms - - particularly in hospitals, housing and transport - - is urgent.
‘ The second table appended here sets out major recipients of Italian grants
| and Official Development Assistance (0.D.A.) in 1967 and 1968. As only

| those receiving more than U.S. $ 10 million are identified, the "A1ll
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Recipients" figures are not the sum of the recipients shown. Note,
too, that private export credits (which are not shown) are by far the

most important component of the Italian development assistance,
for 71 percent of the total in 1967 and 81 percent in 1968.

accounting



ITALY: Basic Data

Area and population

Area
Total populaton (April, 1970)
Total labor force (April, 1970)

Gross national product per capita (1969)

301,200 square kilometers

53,550,000
19,429,000

US$1,520

National Expenditure (Billions of lire, current prices)

Private consumption
Public consumption
Gross fixed investment
Changes in stocks

Total domestic demand

Exports of goods and services,
income received from rest of world

Total demand

Imports of goods and services,
income paid to rest of world

Gross national product

Selected economic statistics

Annual percentage increase in:
Gross national product (at constant prices)
Gross fixed investment (at constant prices)
Industrial output (at constant prices)
Minimum contractual wages in industry
Cost of living index
Wholesale prices
Retail prices
Money and quasi-money (end-of-period)
Money (end-of-period)
Domestic credit (end-of-period)
Savings deposits (end-of-period)

Public Sector (Billions of lire)

Deficit (-)
Net Borrowing: Lire
(From Bank of Italy)

1968
29,995
6,363
9,165
190

45,713

9,119

54,832

7,689

47,143

HOFEWOWN&~

OCOHRFMAAP;WONNN

12.

10.
11.

1967

-1,201
1,195
(-142)

1969
32,641
6,876
10,543
190

50,250

10,543

60,793

9,321

51,472

= e
NP UERENWOWNNYNOUE oL

OO NWONOVWOWNNN

1968

-2,042
2,031
(500)

1969-1970

n.a.
n.a.

.1(July-July)
«2(July-July)
.6 (July-July)
.8(July-July)
.7 (July-July)
.6(Q II-Q II)
.3(Q II-Q II)
.4(Q II-Q II)
.4(Q II-Q II)

1969

-1,838
1,829
(1,214)



ITALY: Basic Data -2 -

al/
January-August
1967 1968 1969 1969 1970
Balance of payments
(in millions of U.S. dollars)
Exports of goods (f.o.b.) 8,605 10,098 11,641 7,372 8,209
Imports of goods (f.o.b.) -8,626 -9,050 -11,057 +=-7,840 -9,701
Travel 1,126 1,112 1,139 )
Other services and transfer payments 494 467 645 ) 1,715 1,000
Balance on current account 1,599 2,627 2,368 1,247 =492
Capital movements =1,237 -2,076 -3,568 -2,038 48
Over-all balance 362 551 -1,200 =791 =444
International Liquidity
reserve position (end of period) 5,463 55342 5,013 5;163 4,312

a/ Data from Bank of Italy, Supplemento al Bollettino, Import data, c.i.f.;
August 1970 data, provisional.

Development Finance Studies Group
October 28, 1970



MAJOR RECIPIENTS OF TITALIAN OFFT~TAL ASSISTANCE: 1967 - 1968

RANKED BY AMOUNT OF OFFICIAL ATD RECEIVED

(U.s. $ Millions)

Total Aid Official Aid

(Official & Official as percent of

Private) Grants 0.D.A. Aid Total Aid
1967
A1l Recipients 700.3 2.0 182.1 203.1 29
U.A.R. L0.0 - 4,0.0 0.0 100
Yugoslavia 0.0 6.0 29.6 35.6 89
Zambia 3L4.2 - 30.8 30. 90
Tunisia 87.0 - 30.3 30.3 82
Tanzania 16.0 - 15.5 15.5 97
Turkey 15.0 - 15.0 15.0 100
"Other UNSP all ¢ 1) 2711 13.7 - 13.7 5
Sudan 12.0 - 12.0 12.0 100
Ghana 10.8 - 10.8 10.8 10C
1968
A1l Recipients 855.6 3.2 128.3 162.5 19
Indonesia L9.2 - L9.2 L9.2 100
Turkey 20.3 0.4 19.9 20.3 100
Somalia 18.9 1.2 L.7 18.9 100
Greece 27 .4 0.3 10.1 10.4 38
Morocco 19.5 0.k 9.9 103 53
Algeria 30.3 - 10.0 10.0 33

Note: Ranked by size. Includes those countries that received more tham U.S. $ 10.0 in Grants & Loans.

SOURCE: OECD TERMS MATRIX 1967 & 1968

1) Not specified in source.
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WBG ARCHIVES
£
IoALY
Principsl Members of Delegation - S
Merio Ferrari-Aggradi (Governor, Fungd)
Minister of the Treasury
Guido Carli (Governor, Bank)
Governor, Bank of Italy
Rinaldo Ossola (Teuporary Alternate Governor, Bank)
Deputy General Manager, Bank of Italy
Gaetano Stammati (Tewpo orary Alternate Governor, Fund)
General Accountant of the State - Ministry of the Treasury
Aid Performance
The total flow of dcvclopmont assistance from 1y to developing
countrics reached $850 million in 1969, a fairly considerable increase over the

average ol Lne 1950's (sce attached table) and the sixth la arges
donors. Indeed, Italy was one of the six DAC countries in 1969 whi ch p“O\Ld :d
total assistunce of more than 1% of GNP. However, the official aid program ro-
mains small and disbursements have been stagnant at under $150 ni iliion over the
past five years. i

The largest single part of the flow from Italy is export credits
wblch, including those extended by both public and private sectors, made up
60% of the total flow in 196L-68. The most frequently cited obstacles to an
effective Ttalian official aid program are the fragmentation of respons ibility :
for aid (there is no aid agency); political difficulties eomnsched with gov-- 2
ermment instability; and problems of building public acceptance for aid when
the, South of Ttaly itself remains poor. The queslion of aid admini strab)on,
and also the establishment of an aid program within the framswork of Italy's
five-year plan, are believed to be under consideration, but no.information is
currently available,

The grant element in flows from Ttaly is W»ll below the DAC average,
reflecting a low volume of ngnLJ and a high proportion of Pkport credits in
the total., Official assistance is concentrated on a fairly swall nunber of
COUHU“LOS, in particular Turkey, Yugoslavia, Tuuisia, U.A‘RJ and Somalia,
Other officiel assistance has followed the awvard cof large contracts Lo Italie
exporters such as the pipeline for Tenzania and Zaabia.

e ———



Attitude to IDA

Ttaly's recent attitude towards IDA has been generally constructive.
It was one of the few major cowitries which did not raise the possibility of
reducing-its relative contribution to the Second Replenishment, though it did
support other EEC countries in favoring a Second Replenishment at about $375-L00
million annually. It has agreed that its cow%rlbution to the Second Replenish-
ment may be drawn at an accelerated rate to accommodate the U.S, balance of pay-
ments safeguards. On the other hand, more thén a year afler the Second .
Replenishment became effective, Italy is the only country which has not rati-
fied its participation in that replenishment. Dr. Rote told us on a confiden-
tial basis that he was trying to persuade the Italian authorities to make some
sort of interim arrangement for the Second Replenishment, perhaps by the govern-
ment's obtaining resources from the Ufficio di Cembio for advaence payment. Bub
nothing has been heard about this matter since Dr. Rota left Washington in mid-
August.

Initially Ttaly tended to support a rather modest increase for the
Third Replenishilent, feeling itself bound as a "good European" to an under-
standing which had been reached between Finance Ministers of the EEC. When it
saw that the Netherlands did not feel itself so bound, ITtaly eventually agreed
to support a Third Replenishment of up to $1 billion annually.

Capital Markel Prospects

Italy's current account moved into deficit in the first half of 1970
after six years of substantial surplus. This development is partly the result
of industrial unrest but also because domestic demand is relatively high in re-
lation to a number of trading partners. The capital account, however, has im-
proved, with a reduction in the outflow of bank notes and with substantial for-
eign borrowing (amounting to about $1 billion) by Italian public institutions
and enterprises. The encouragement given by the Italian authorities to over-
seas borrowing reflects concern with the balance of payments as well as diffi-
cult domestic capital market conditions, where tightening monetary policy and :
higher interest rates have reduced participation by banks and private non-bank
holders. The Italian authorities have indicated their support for multilateral
assistance by permitting access to the ITtalian market for international lending
institutions (the EDB has borrowed extensively on the Italian warket and the
IBRD made an issue equivalent to $24 million in 1961), but current conditions
appear unfavorasble. One reason for EIB's successful tapping of the Italian
market is EIB's continued operations in Italy.

L 4

Special JTssues

Of special interest to the Italian authorities may be the lending
program in Ethiopia and Somalia. Through FY 1970, the Bank had lent $98
million to Ethiopia and nothing to Somalia; the corresponding IDA amounts were
$35 million and $9 million respectively. Future operations currently
planned are sumnmarized in the attached copy of Table IVa for each country.
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Official development
assistance

- Bilateral

- Multilateral

-  TOTAL

- As % GNP

Other Official
- Bilateral
- Multilateral
- TOTAL

Total. Official
- % Grant Element
- As % GNP

P iyate

ITALY:

FLOW OF DEVELOPMENT FINANCE BY CALENDAR YEAR

lnvestment & lLoans

Export Credits

TOTAL NET DISBURSEMENTS

- As % GNP

¢

(US $ million)

1960 1961 1962 1363:7 196k 1965 1966 1967 1968 1969% 1970/
65 L6 61 61 L3 29 L8 123 122
12 1h 20 9 6 32 _ 3 31 A , -
77 60 80 70 8 60 78 155 1k 130 150
27% 21%  .23% .18% .09% .15% .0S% .22% 19%2  .16% 7%
14 20 19 16 3 25 =24 -3 19
L | 13 -8 ~10 8 60 2 -16
29 21 31 8 =7 33 37 -1 L 7
105 80 111 79 Lo 93 115 155 150 137 160
55% 33%  52% 39%  L3%
.31% 21%  .26% .16% .08% .16% .16% .22% .20% .17% .18%
8 149 173 114 62 78 85 77 131
104 28 107 128 135 95 432 5l 270
298 258 391 321 _237 266 632 287 550 848
68% .92% .66% .L5% .L7% 1.02% .b3% .76% 1.03%

a/ Provisional
2/ DAC estimate

Source: DAC



Population: = 23,
GNP Yer Cap.: $60

Wolamo Agricultural Devi.

Settit Humera Agriculture I

Settit Humere Agriculture IT

Land Secttlement

Melka Sadi-Amibara Irrigation
1 [} it -t

Awash Irrigation I

Avash Irrigation IT

Livestock I - Dairy

Livestock TI

Coffee Processing

Telecomnunications V

DG 11X
DFC 1V

Education IX
¥ducation III

~ower JTIT

11
Tourism
Roads V
Roads VI

L

Potash Transportation

Water Supply - Addis Ababa

P&BR 8/21/70

IVa.

ma
IDpa
IDA
I
IBRD
IDA
Im

- IDA

IDA
1A
IBRD
IBRD

IBRD
IBRD

IDA
m

IBRD
IDA

IDA

I

 IBRD

IpA

IBRD -

IBRD

IBRD
IDA
Total
No.

ETHIOPIA ~ & YEAR LENDING PROGRANM

($ millions)

3.5
3.1

4Fiscal Year Total Total
1970 1971 1972 1973 197h 1975 196L-68 196973
5.0
6.0
10,0
10.0
5.0
15-0
5.0
6.0
8.0 '
6.0
L.0
6.0
7.0
15.0
15.0
510
500
5.0
10.0
_ 5.0
10.0
7.0
7.0 22,0 16.0 21.0 10.0 1.8 72,6
12.0 15.0 27.0 20.0 20.0 1.9 60.6
19.0 37.0 L3.0 k1.0 30.0 56.7 133.2
L7 3 2 16



Population:
GNE Per Cap.:

2.7 m

Livestock I TIDA
Livestock IT IDA
Irrigation IDA
DFC IDA
Educaticn IDA
Port - Mogadiscio 1I IDA
Road - Berbera-Hargeisa IDA

IDA

No.
® & B 8/21/70

$50 . IVa., SOMALIA - 5 YEAR LENDING PROGRAM

($ millions)
Fiscal Year Total Total
1970 1971 1972 1973 1974 1975 1964-68 1969+73

e

o 2.0
3.0
5.0 ‘
1.0
3.0
7.5
7.0
0.0 35 .60 .30 " 85 201
3, e 33 2 5
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MEMORANDUM FOR THE RECORD July 1, 1971
From: Denis Rickett

Subject: Conversation between Dr. Guido Carli, Governor, Banca d'Italia,
and Mr. McNamara

Dr. Carli called on Mr. McNamara on Wednesday, June 30th, at 4:30 p.m.
He was accompanied by Mr. Rota and Mr. Gradi (representative of the Banca
d'Italia in New York). Sir Denis Rickett was also present.

Dr. Carli said that in recent weeks his attention had been concentrated
on monetary affairs in which he had been working for a common view for the Six.
The May crisis in the exchange markets had one positive result in that it had
brought problems to the surface which had hitherto been neglected. At the
meeting which he was about to attend in Brussels, the Ministers of Finance
would be meeting as the Council of the Community and would have before them
recommendations by the European Commission on the control of capital movements
and the creation of domestic liquidity. The Germans disliked exchange control
restrictions on foreign borrowing but were prepared to restrict the use of such
borrowings made by their residents.

The control of the Eurodollar market would also be discussed. Central
banks were now agreed in blaming this as a source of unwanted funds. So far,
‘ they had agreed to stop redepositing, either directly or indirectly in the
| Eurodollar market, dollars entering their reserves. They also proposed to
withdraw funds from the Eurodollar market if and when conditions permitted and
‘ to reinvest them in U.S. Treasury securities. These controls on the supply of
Eurodollars might, however, be insufficient. If the demand was strong enough,
funds might be attracted either from central banks not parties to the agreement,
or from the United States itself through an increase in the U.S. liquidity deficit.
Controls were therefore being studied on the import of capital and might be put
forward in the form of a Community Directive.

A further problem concerned the composition of reserves. All these
problems were interlinked and needed a common strategy to deal with them.

Dr. Carli said that he had recently had a meeting with the representatives
of the Inter-American Development Bank in Rome. The Banca d'Italia and the
Treasury thought that at least part of Italy's capital exports to Latin America
should go through the Inter-American Development Bank.

Mr. McNamara, noting this, said that if Italy was in a position to export
capital, he hoped that Dr. Carli would consider using the World Bank also as a
channel either by permitting a World Bank issue in the Italian market or by re-
payment of Italian borrowings from the World Bank.

Dr. Carli replied that it was Italian policy to export as well as to import
i capital according to the position of the balance of payments. In recent years
| they had been borrowing at short- and medium-term using such borrowing in part to
\ repay long-term borrowings. They were also giving a considerable amount of export
‘ credit, which was forced upon them by competition between exporters. He criticized



such export credit as not being based on any sound plan which would take into
account the relative importance or creditworthiness of different countries.
Much of the export credit given was either not being repaid or repaid only

with money borrowed from Italy. He was prepared to consider the possibility

of making funds available to the World Bank. It was a matter on which he would
like to see a common policy adopted by the Six.

Mr. McNamara welcomed this suggestion. The World Bank was already bor-
rowing in the markets of Germany, Belgium, and The Netherlands while the French
authorities had said that such a borrowing, while not possible for the moment,
might be permitted in the future. The United Kingdom in its recent White Paper
on Private Investment in Developing Countries had said that access by the World
Bank to the London market would be permitted at an appropriate time.

Dr. Carli reverted to the need for a policy linking the granting of
export credit with some degree of surplus on the balance of payments of the
country granting the credit. Mr. McNamara referred to the debt study under-
taken by the staff of the World Bank which showed the need for some system
to monitor excessive recourse to short-term export credit by certain countries.
The World Bank was prepared to play a role in this respect but there had been
some opposition in the Board in the discussions on the Pearson Report. This
seemed to him to be a serious problem which was of interest to many countries.
It might be discussed further in the Development Assistance Committee of the
0.E.C.D. and also by the European Economic Community.

Dr. Carli said that another important question concerned the policy of
industrialization. For example, in which direction should those countries
which had a large income from oil sales seek to develop their industry? Should
they build up a petrochemical complex or should they develop in other directions?

Mr. McNamara agreed that more work was needed on these questions.

Finally Dr. Carli said that his feeling was that it was necessary to de-
dramatize changes in exchange rate parities. He had always favoured greater
flexibility in exchange rates which might make possible more stability in other
factors, such as employment and prices. He hoped to see some progress in this
direction within the Six which would obviously become more important if the Six
became the Seven or the Ten.



MEMORANDUM FOR THE RECORD

Meeting with Italian Delegation, September 2, 1975

Present: Messrs. McNamara, Knapp, Baffi, Governor Bank of Italy, Palumbo, Director
General Ministry of the Treasury, Ercolani, Deputy Managing Director Bank
of Italy, and Rota

Mr. Baffi said that inflation was no longer a major problem in Italy. The
real constraint on development was the balance of payments deficit. Italy was now
very much an open economy. A total of about 507 of GNP was now being imported and
exported. Mr. McNamara's speech had reminded him of the explosion of the towns which
exist in Italy. The central Government had to finance current deficits of Italian
cities. Therefore no public savings were made at the central level. Mr. McNamara
said that the central bank of Italy had performed a miracle for the Italian economy.

Mr. McNamara asked for Italy's support for the selective capital increase.
He said that an agreement was required before the Kingston meeting of the Interim
Committee. Mr. Baffi said he would do his best.

Mr. Baffi said that he would also do his best to speed up legislation on 4IDA
and that Italy was prepared to participate constructively in VIDA.

Mr. Baffi said that Italy looked favorably upon the Third Window.

Mr. Baffi was curious that Mr. McNamara had not mentioned the population
problem in his speech. Mr. McNamara said that he would take up the subject again
shortly and that he did not believe that the world population would stabilize at less
than 10 billion people.

SB
September 8, 1975



MEMORANDUM FOR THE RECORD

SUBJECT: Visit of Dr. Rinaldo Ossola of the Banca d'Italia

Dr. Rinaldo Ossola, Vice Director General of the Banca d'Italia, called
on Mr. McNamara this evening. Mr. Rota and I were also present.

Dr. Ossola said that he had come to Washington principally to discuss
with the Treasury and the Fund the future work of the Group of Ten. He felt
encouraged by what he had heard. He had been apprehensive that Secretary
Connally's speech might mean that the U.S. would no longer be interested in
the work of the Group of Ten. The meeting which he had had with Mr. Connally
that afternoon had reassured him. It seemed that the setting up of the so-called
Advisory Committee of Governors or Group of Twenty would be compatible with the
continued usefulness of the Group of Ten. Mr. Connally had also agreed that it
would be useful to begin discussions as soon as possible on international monetary
reform. Dr. Ossola thought that this would be encouraging to the foreign exchange
markets where the rates had been under pressure because of the apparent lack of
progress since the Smithsonian Meeting.

In reply to a question from Mr. McNamara about the link, Dr. Ossola said
that he had always been sympathetic to this idea though most of his European
colleagues were not so keen. Even in Europe, there seemed to be some movement,
particularly in Holland which in the past had been the strongest opponent.

It was important in his opinion not to inject the problem of the link into
the discussion of the next allocation of SDRs. The Managing Director of the Fund
had to submit a proposal on this sometime between June and November and discussions
should begin in the Group of Ten in June. The question of the link, however,
should and could be dealt with in the framework of international monetary reform.
The SDR scheme needed to be revised in a number of ways and the rules of allocation
could be discussed in that context. The question should, therefore, be kept on the
agenda but not for immediate discussion.

Mr. McNamara said that it seemed likely to become a major issue at the
UNCTAD conference in Santiago in April. He hoped that some of the representatives
of the Group of Ten would be responsive and would be willing to see the matter
studied. The Group of Twenty Four were meeting in Caracas on April 5th and 6th
and would certainly press this issue. The Germans intended to be represented at
Santiago by a minister, at first by Prof. Schiller and later by Dr. Eppler. It
would be very helpful if Signor Colombo would speak to the Italian Minister of
Foreign Affairs and ensure that the Italian representative would follow the line
which had been advocated by Signor Colombo himself in the past. Mr. McNamara
said that he thought that it would be necessary for him to make some reference to
this issue in his own statement.

Dr. Ossola concluded with some remarks on the need for E.E.C. not to become
an inward-looking bloc but to keep up an active exchange of ideas with other
countries. =

-
LY

D. H. F. RicKett
March 17, 1972



TO:

FROM:

SUBJECT:

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

OFFICE MEMORANDUM

N
Mr. Robert S. McNamara : DATE: June 30, 1971
Denis Rickett

Meeting with Governor Carli -

I understand that Governor Carli is coming to see you this
afternoon. Mr. Rota told me this morning that he would be present
at the meeting and I asked him if he had any suggestions as to what
should be discussed. He mentioned certain ideas about the pre-payment
of Italian indebtedness to the Bank or, alternatively, of the purchase
by the Banca d'Italia of medium-term lire bonds which had been discussed
between him and Mr. Aldewereld. I understand, however, from Mr. Aldewereld
that you do not yourself wish to put those ideas to Carli this afternoon.

2., My own feeling would be that it would be best to allow the conver-
sation to remain on a fairly general level but that some reference might

be made to the prospects as we see them for Congressional action on the
Third IDA Replenishment. We could refer to the fact that the Banking and
Currency Committee will be holding hearings on Tuesday next but that the
matter is unlikely to come to the Floor of the House until after the summer
recess. You might further wish to add that, in your view, there are still
good prospects for the passage of the legislation before the end of the
calendar year.

3. This might lead on naturally to some reference to the chances of
action by the Italian Parliament. It would be interesting to know what
Carli's view is on this and he has some responsibility on the matter since
he is the Italian Governor for the World Bank.

4. Finally, you could, if you think fit, mention that we are already
assured of advance contributions from Canada, Denmark, and Finland and
that we have hopes of further contributions from others.

5. I should perhaps mention that when I was in Basle for the BIS Meeting,
Sgr. Ossola of the Banca d'Italia mentioned the possibility that, if the
legislation could be approved within the next month or two by the Italian
Parliament, the Italian Government might be willing to make an advance
contribution in cash. I think he had in mind that this would be some com-
pensation for the rather unfortunate performance of the Italians over the
Second Replenishment in which they were the last government of all to ratify.

€ee Mr. Aldewereld



MEMORANDUM FOR THE RECORD

SUBJECT: Italy

I spoke this morning to Dr. Ossola of the Banca d'Italia. I said
that according to my information (which admittedly was now some weeks out
of date) Italy had not yet applied to take up the special increase in its
Bank subscription to which it was entitled. We hoped that they would do
so and that, like other Part I countries, they would make the full 10%
available as soon as possible.

Dr. Ossola said that he thought that action on this matter had
already been taken but he would look into it when he got back to Rome.

I also talked briefly with him about the Italian notification for
the Third Replenishment. He said that he would continue to press for early
action on this but, unfortunately, the matter was in the hands of the
Italian Parliament. He thought there might be anything up to a year's
delay but that if this happened they would try and make up for it by
paying the instalments due from them up to that date in cash.

/
ir
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D. H. F. Rickett
September 29, 1971

cc: Mr. Knapp
Mr. Cope
Mr. Adler



TO:

FROM:

SUBJECT.:

\
INTERNATIONAL DEVELOPMENT

¢
INTERNATIONAL BANK FOR l INTERNATIONAL FINANCE

ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT CORPORATION
OFFICE MEMORANDUM
Mr. Anders Ljungh DATE: March 16, 1972

Denis Rickett

Dr. Rinaldo Ossola

You asked me for a note on Dr. Rinaldo Ossola who is to see
Mr. McNamara at 5 p.m. tomorrow.
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