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TO: 

FROM: 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
/ 

Mr. RobertS. McNamara, Mr. J. Burke Knapp DATE: July 25, 1977 

~ 
Warren C. Baum 

"Sector Lending" in FY 1977 

Attached is a summary table you requested on "sector lending" in 
FY 1977, arising from our discussion of Mr. Ryrie's paper on the subject. 
Any definition of sector lending is somewhat arbitrary. The one that I 
have used is where the Bank project comprises all or the principal part 
of the investment program for the sector or sub-sector. On this basis, 
I have classified as sector lending all 7 loans for telecommunications 
and railways; in addition, 2 sector loans were made in highways (Ethiopia, 
Kenya feeder roads), 1 in irrigation (Malaysia) and 1 in water supply 
(Brazil). I have also identified separately the "line of credit" opera­
tions for DFC's and agricultural credit. The back-up tables from which 
the summary table was prepared are available from Mr. King. 

I am also attaching copies of two internal Bank Guidelines on 
the subject; CPM 8.2 on Sector Lending and CPM 8.3 on Highway Sector 
Lending. 

cc: Mr. King 

WCBaum:rma 
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FY 1977 BANK/IDA LENDING BY SECTOR 

No. of Loans 

Agriculture & Rural Development 84 

* Agricultural Credit 
** Malaysia Irrigation 

** Telecommunications 

* DFC 

Education 

Non-Project (Program) 

Industry 

Population 

Power 

Tourism 

Transportation 

** Railways 

** Kenya Feeder Roads 

** Ethiopia Highways 

Urban 

Water Supply 

** Brazil 

Technical Assistance 

Totals: 

9 
1 

2 

25 

17 

6 

14 

4 

17 

4 

34 

5 
1 
1 

5 

14 

1 

6 

of which: 
for Line of Credit: 

232 1./ 
34 

for Sector or Sub-Sector lending: 11 

* Line of 

** 

$ Amount 
(Million) 

2307.9 

374.0 
39.0 

140.0 

756.2 

288.6 

216.5 

736.8 

47.3 

951.5 

98.6 

1047.6 

150.5 
8.0 

32.0 

158.2 

300.7 

40.0 

16.9 

7066.8 

1130.2 

409.5 

~/ This figure includes 4 Supplemental and 6 Technical Assistance Loans 
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CENTRAL PROJECTS MEHORANDUM NO. 8.2 

SECTOR LENDING 

1. There may be situations when the Bank could use its staff more 
effectively and make a greater contribution to the development of the 
borrowing countries if it were to focus more on the achievement of overall 
sector objectives, the improvement of sector policies and the development 
of appropriate institutions, and relatively less on the merits of specific 
investment projects. "Sector lending" is often referred to in this 
context as a suitable lending technique. "Sector lending" is also often 
proposed as a convenient means for accelerating the disbursement of loans 
in cases where a rapid transfer of resources is essential. These 
considerations take on added significance in the light of the energy crisis 
and the expanded objectives of the Bank's revised Five Year Program. 

2. The purpose of this note is to consider more closely the meaning 
of such "sector lending" and the role it may usefully play in Bank opera­
tions. "Sector lending" has been loosely used to describe a variety of 
development aid activities. From the Bank's point of view, however, "pure" 
sector lending consists of the following elements: 

a) A review by the Bank of the investment program of the 
sector or subsector (e.g. highways, railways, telecom­
munications, power, water supply, livestock or steel) 
as a whole; 

b) A review by the Bank of the institutional capability 
to carry out that program; 

c) A review of the investment criteria by which individual 
projects or subprojects are to be appraised by the 
responsible authority; 

d) A determination of what conditions are appropriate as 
sector objectives, policy changes or measures of 
sector performance (e.g. tariff increases or institu­
tional reforms); and 

e) A determination of the procedures for procurement and 
disbursement for items to be financed by the Bank. 

If the Bank is satisfied on these five points and agreement can be ·reached 
concerning them with the borrower, the investment program for the sector 
becomes the "project", and the Bank finances certain parts of it that 
qualify for Bank financing under the criteria determined by paragraphs 
(c) and (e). 
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The merits of sector lending so defined are, in general terms, 

a) It broadens the developmental impact of lending 
operations; 

b) There are economies in the use of Bank staff; 

c) It is possible to commit large sums; and 

d) These sums can be quickly disbursed. 

However, these general advantages are not necessarily exclusive to secto~ 
lending, nor does sector lending necessarily have such favorable results . 
in all cases, as discussed further below. 

4. With respect to the broader developmental impact and economies 
of staff use, it should be noted that though other develop~ent agencies 
have used sector lending for the purpose of introducing conditions relating 
to sector objectives and sector performance, the Bank has increasingly u~ed 
such conditions in many of its ordinary project loans although this prac~ice 
varies between sectors. Sector lending per se is not needed to achieve 
this objective. Furthermore, staff economies through the sector-lending 
approach presuppose that the institutions are experienced and well-staffed 
and capable of carrying out the investment program in accordance with the 
criteria established for investment, procurement and disbursement., and 
that the sector conditions can be adhered to by the borrower. 

5. With respect to the prospects for large, rapidly disbursing loans, 
these advantages can be realized only if the program is large enough for a 
short-time slice to permit large commitments and disbursements under the 
agreed procurement and disbursement rules. These conditions are not in­
herent in sector lending in cases where the Bank-financed investment 
program is only getting under way and therefore consists of items at a 
relatively early stage of execution. For sector lending to result in fast 
disbursement, it must involve financing by the Bank of a list of items 
forming part of many subprojects in varying stages of execution; in partic­
ular, to gain the necessary momentum and to take full advantage of this 
type of lending, a series of loans, covering a number of successive time­
slices of the program, is required. 

6. The Bank has made very few sector loans including all the elements 
listed in paragraph. 2; probably only some of the Mexican power loans, the 
Indian railway loans and the most recent loan for water supply in Brazil 
come close to qualifying. Typically, loans which might appear to be sector 
loans do not have all these elements. For example, while DFC loans are 
not based on Bank analysis of specific projects, they have not, at least 
in the past, been predicated on a review of the sector program and sector 
conditions have not been attached to them; industrial import loans are not 
made for specific projects and usually have some sector conditions attached 
to them, but there are no agreed investment criteria; for telecommunication 
and railway project?, the Bank reviews the sector investment program which 
is usually the project, and establishes sector conditions, but it also 

\ 
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makes a technical appraisal of the specific investments which make up the 
program/project as well; agricultural credit loans do not normally require 
agreement on a formal sector investment program or on sector conditions, 
although such agreements are common in some subsectors, e.g. livestock. 

7. It seems likely that the prerequisites described in paragraphs 4 
and 5 can be met in more cases than the few identified in paragraph 6 and 
if they can, the Bank can usefully do more "pure" sector lending. Although 
it generally requires both a large investment program and an experienced 
and sophisticated borrower and is, therefore, not a general purpose tool 
suitable for all countries and sectors, sector lending is a useful technique 
which can help to keep up the volume of lending and disbursements and provide 
an effective means for bringing about changes in sector objectives, policies 
and operations. 

B. While greater use of sector lending is recommended here in suitable 
cases, other related techniques should, of course, continue to be used in 
cases where they are more appropriate. In many of the countries and sectors 
which have the most urgent and immediate need for help, the conditions for 
successful sector lending are, in fact, unlikely to be met. In such cases, 
other lending techniques will remain more useful; in some instances it may 
be possible to expand the scope of such projects to incorporate more of the 
objectives of "pure" sector lending. 

__ r;t~:~-- tl J\~~ r 
\.!warren C. Baum - ·~ 

Vice President, Projects Staff 

June 7, 1974 

JAKing/HGvanderTak:lic 
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

• OFFICE MEMORANDUM 
TO: Regional Vice Presidents DATE: JulY 30, 1975 

FROM: Warre~Baum, Vice President, Central Projects Staff 

SUBJECT: Implementation of Highway Sector Lending 

1. In June 1975, the President approved the principles of highway 
sector lending as set forth in the policy paper of June 2, 1975. This 
was subsequentlY circulated on June 27, 1975 to the Executive Directors 
for their infonnation and comment. The paper has now been converted into 
CPM No. 8.3 (attached). 

2. The main objective of this policy is to establish specific 
targets and plans of action for achieving the institutional strength and 
planning/execution capacity in each Borrowing Country that are required 
to shift our highway lending to a sector basis. 

3. Each Region is responsible for reviewing its highway lending 
program in each country for the possibility of placing future highway 
operations on a sector lending basis. The issues papers and subsequent 
appraisal reports for highway lending operations reaching the issues 
paper stage after September 1, 1975, should address the question whether 
or not the country is sui table for a highway sector loan. If the answer 
is negative, the reasons for this should be spelled out and specific plans 
(including timetables) drawn up for overcoming those deficiencies in the 
Borrower's capability that stand in the way. These plans should be 
incorporated in the appraisal report; discussed with the Borrower during 
project preparation and loan/credit negotiations; reflected in project 
elements of technical assistance and loan/credit conditions; and followed 
up during project supervision. 

Attachment 

Cleared with and cc : Mr. Knapp 

WCBaum/EVKJaycox:be 
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CENTRAL PROJECTS MEMORANDUM NO. 8.3 

HIGHWAY SECTOR LENDINaY' 

1. CONCEPT OF HIGffi'lAY SECTOR LENDING 

Attachment 
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1. Bank loans in the highway sector have been for specific projects, 
that is, individual links in a country's highway network. These links are 
identified, appraised, and justified on the basis of their high priority. The 
Bank is well aware that the links it finances for.m only part of the total 
program. Substantial efforts have been made to place Bank-financed projects 
within the context of the total program. Where institutional weaknesses in 
the sector exist or when technical assistance is needed, these requirements 
have been incorporated into Bank projects. While much has been done to 
promote the development of the highway sector using a project-by-project ap­
proach, it does have some limitations in that it does not systematically ad­
dress as a central issue the efficiency of overall highway sector investments 
and/or the capacity of the borrower to plan and implement sound highway pro­
grams. These limitations of the traditional project-by-project approach have 
been highlighted in two Operations Evaluations Department reports (Bank Oper­
ations in Colombia: An Evaluation and Comparative Evaluation of Selected 
Highwav Projects). In order to enhance the effectiveness of Bank highway 
lending, this paper proposes, where appropriate, that the focus of this lending 
should shift from project-by-project lending to lending on a sector basis. 
This is a logical development of current lending techniques and would give the 
Bank an important additional instrument for achieving broader sector objectives. 

2. A highway sector loan would be one in which the Bank participates 
in the financing of an agreed-upon investment program. This would be simi­
lar to the present approach to railway financing. The unique feature of this 
financing is that no major feature of a railroad's financial and investment 
program is outside the framework of the Bank's loan agreement. Similarly, in 
the case of highway sector lending, the loan agreement would cover general 
performance goals related to the investment program and to the use and 
maintenance of the highway network. In its disbursement features, a highway 
sector loan would be similar to a DFC operation. Agreement would be reached 
with the borrower on the conditions under which a component of the program 
(or sub-project) would be submitted to the Bank for review and disbursement. 
The actual sub-projects or program components to be financed (e.g., a road 
from A to B) would not need to be identified at the time of loan submission 
because the Bank would have an agreement on the total program and confidence 
in the borrower's capacity to plan and bring forward sound sub-projects in a 
timely manner. 

3. Moving to a sector approach to highway lending could not be ac-
complished immediately in all countrieso In many countries, the capacity to 
develop and execute a program does not yet exist. The development of this 

This term should really be highway sub-sector lending. The highway sub­
sector is an integral part of the transportation sector. In this paper, the 
te:nn sector lending refers to the highway sub-sector - to accommodate 
popular usage. 
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institutional capacity should become a major and specific goal of Bank lending 
for highways. The Bank should seek to put highway lending on a sector basis 
as soon as the institutional capacity can be developed. In those countries 
where this capacity does not exist, the Bank would continue to lend on a 
project-by-project basis but at the same time an effort would be made to develop 
the institutional capacity to utilize sector loans. In order to encourage this 
emphasis, a timetable would be established for reaching this goal in each coun­
try. The main purpose of the timetables would be to insure that those conditions 
which stand in the way of a sector loan for highways receive priority attention 
from both the Bank and the borrower. Naturally, the Bank would have to be 
flexible and realistic in setting these timetables and in evaluating the 
performance of the borrower in meeting them. 

II. THE ADVANTAGES OF HIGHWAY SECTOR LENDING 

4. The movement from a project-by-project approach to highway lending 
to the appraisal and financing of a program of investments in this sector 
offers a number of advantages for both the borrower and the Bank. Some of the 
advantages to the borrower are: 

(a) It would provide the borrower with a more assured source 
and amount of funding over a period of years for the 
agreed-upon highway development program. This does not 
imply larger total Bank lending for this sector, but 
rather a fir.mer commitment over a longer period of time, 
i.e., less frequent but larger loans. 

(b) It would allow the borrower to formulate and present 
sub-projects for review and disbursement at a rate in 
keeping with its institutional capacity; that is, it 
would avoid the discontinuities and delays inherent in 
the need to accumulate a sufficiently large nlmber of 
sub-projects to justify a Bank appraisal mission. 

(c) It would encourage the creation of an efficient orga­
nization for the planning, design, procurement, and 
maintenance of the highway system. It would also help 
to relieve political pressures for financing politically 
attractive projects on an ad hoc basis, and thus it 
would help the borrower to achieve a program more closely 
related to the development needs of the country. 

(d) It would allow the borrower to have an overall appraisal 
of an agreed program that could be used as a basis for 
obtaining financial aid from other than Bank sources. 

(e) By smoothing the flow of financing and construction, 
and by assuring it sufficiently in advance, the sector 
loan could be a fact.or in encouraging the development 
of a domestic construction capacity. 

5. From the Bank's point of view, the movement toward highway sector 
lending in place of project-by-project lending would: 
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(a) 

(b) 

(c) 

(d) 
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focus the anaytical effort and dialogue between the 
Bank and borrower on reaching agreements on broader 
sector policies and the development of the appropriate 
institutional capacities for executing a sector program; 

improve the quality of the Bank's lending operations 
for highways by making it essential to develop the 
linkages between this sector and the overall economic 
developnent of the conntry. The demand for highway 
infrastructure derives from the transport demands 
generated by development. Sector work would thus 
became an integral part of lending in the sector 
rather than an adjunct to lending; 

by providing the borrower with an assured source of 
funds connn.i tted in a sufficiently large amount, enable 
the Bank to exercise greater influence over the country's 
sector policies, institutional capacity, procedures, and 
operations; and 

achieve a more efficient use of staff time by focussing 
staff efforts on the major problems and broader issues 
of the sector. 

III. ISSUES AND PROBLEMS 

6. A change to highway sector lending does, however, raise certain 
issues for both the Bank and the borrower. These issues need to be care­
fully considered before a decision is made to adopt the highway sector 
lending approach. Some of these issues are: 

(a) Sector lending, by its very nature, would mean a greater 
involvement by the Bank in the investment plans of the 
country. The highway sector is often an important source 
of political patronage, and governments may resist the 
Bank's attempt to exercise a greater influence over this 
part of their investment program. 

(b) It is not yet clear whether more or less staff time will 
be required. This is likely to vary considerably from 
country to country. ·It will certainly change the timing 
and emphasis of staff inputs. In the initial sta·ges, for 
example, greater staff input may be required in developing 
a program and in insuring that sub-projects or components 
of the program submitted for disbursement meet the agreed­
upon criteria. Once the Bank and the borrower have suffi­
cient confidence and knowledge of the procedures and con­
ditions for sector lending, future loans would take on 
more routine aspects which may save a considerable amount 
of staff time. It should be clear, however, that the 
basic reason for moving to a sector lending approach is 
not the saving of staff time, but rather the improvement 
in the quality of the Bank's operations in this sector. 
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Aside from the issue of staff inputs, there is also 
the question of whether or not the Bank can commit 
sufficient funds in order to maintain the sought-after 
influence over the program. This will be particularly 
tn1e in the larger countries where the Bank's contri­
bution, though substantial in absolute terms, is likely 
to be small compared to total program investments. Thus, 
if the Bank wishes to maintain the credibility of this 
approach without increasing the total flow of Bank funds 
for highways, it may have to cammit in one loan the equiva­
lent of a number of project-by-project loans over a sub­
stantial future period (up to five years). 1/ This has 
particular disadvantages with respect to programming 
the use of IDA funds. 

One way of overcoming the problem of large commitments is 
for the Bank and the borrower to enter into co-financing 
agreements with other lenders. This would provide the 
borrower with an assured funding of the investment program 
and at the same time provide the Bank and other lenders 
with assurances on the feasibility of the total program, 
only a part of which they have agreed to finance. 

(d) Once a loan has been committed, influence over borrower 
performance would be exercised through the procedures for 
accepting sub-projects as eligible for financing (see 
paragraphs 13-16 below). This has the potential for 
greater conflict or less influence over borrower perfor­
mance than the present practice of lending on a project­
by-project basis. Under present practices a good deal 
of leverage is exercised by not appraising the next loan 
until deficiencies in the borrower's performance have 
been remedied. Should the Bank feel that the conditions 
of the sector loan were not being met, it would have 
to take the positive step of refusing to accept new 
contracts as eligible for financing. 

IV. PROCEDURES FOR HIGHWAY SECTOR LENDING 

7. The Bank would adopt as a long-run goal the placing of all high­
way lending (except captive roads) 2/ on a sector basis. In order to ini­
tiate this process, all applications for future highway loans would be 

1/ Same internal revisions may be necessary in the Bank's own programming 
and budgeting procedures. For example, under present policies, highway 
loans of, say, $25 million every other year may be the nor.mal pattern. 
However, with the adoption of a sector approach, a commitment of, say, 
$75 million may be required over the five-year period. Thus, in the 
early years of sector lending some increases could be expected in annual 
commitments to this sector. These problems should not be insurmountable. 

g( Captive roads are those roads the justification of which forms an integral 
part of another project, for example, a rural development project or an 
iron ore mine. 
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examined to see if a sector loan would be appropriate. If the conditions 
are not suitable for a sector loan, the deficiencie~ would be identified and 
an action program for overcoming them complete with timetables would be 
outlined in reasonable detail and become part of the appraisal report. At 
such time as a sector loan is suitable, the following procedures would apply. 

Appraisal of the Program 

a. General Condi tionR 

8. The Bank would appraise and reach agreement with the prospective 
borrower on all major components of its highway investment program. This 
program would constitute "the project" and if circumstances required sub­
stantial changes in the program, these would form the basis for consultation 
and further agreement with the Bank. The period of t:ilne of the program could 
vary considerably, depending on the amount of det·ailed preparation under­
taken and the ability of the government to express with same degree of 
certainty its plans for the years ahead. Normally an attempt would be made 
to have the highway program period coincide with the country's planning 
period. The focus of the appraisal of the program would be on such factors 
aR: 

(1) The adequacy of the proposed program in relation to the 
development needs of the country. 

(2) The balance of investments in main roads, secondary roads, 
and feeder roads. 

(3) The appropriate role of highway investments in relation 
to other modes of transport. 

(4) The adequacy of the planned program of maintenance. 

(5) The adequacy of policies to insure proper utilization 
of the network - road pricing, vehicle weight limi­
tations, safety regulations, etc. 

(6) The adeq11acy of the criteria used to appraise the 
technical and economic feasibility of projects within 
the program. 

9. One of the main purposes in moving toward sector lending is to 
upgrade the overall highway program in terms of its economic merits and the 
priorities of its constituent parts. It must be recognized that any pro­
gram may, however, have same elements which will not be justified on 
strictly economic grounds. The Bank will have to adopt a realistic posture 
in this regard, provided that the exceptions are relatively minor, while 
exercising its influence in the desirable direction as vigorously as 
possible. 



• 
No. 8.3 
Page 6 of 8 pages 

b. Institutional and Management Capabilities 

10. One of the essential features and advantages of the sector lending 
approach is its focus on the institutional capacity within a co1.mtry to 
manage and execute its investment and maintenance programs in an efficient 
manner. In appraising a sector loan, the components of the institutional 
part of the program would have to be examined and a judgment would have to 
be made on such matters as: 

(1) The organization for handling highway administration, 
costing, project study and design, economic evaluation, 
procurement proced11res, construction supervision, and 
road maintenance. 

(2) The arrangements for recruiting and training capable 
local staff in sufficient strength and for retaining 
and utilizing consultants to fill short-term needs. 

(3) The related infltitutional facilities required to support the 
execution and operation of the program (for example, other 
government agencies; technical, educational, and vocational 
training facilities; traffic police, vehicle weights; etc.). 

11. Many of the co1mtries borrowing from the Bank have institutional 
deficiencies. The correction of some of these deficiencies would for.m an 
important part of any sector loan. Sector lending should not be undertaken, 
however, where the institutional problems are serious enough to endanger 
the efficient execution of the proposed program. 

c. Financial Planning 

12. In order to insure the execution of the program in an efficient 
manner, it will be necessary to formulate a financing plan covering both 
domestic and foreign resources. The Bank would examine with the borrower 
the available domestic contribution to the investment program along with 
the amounts, terms, and conditions of possible external sources of assis­
tance. The financing plan agreed upon could form the base for both Bank 
participation and other interested donors. The time period for the fi­
nancing plan could vary considerably, dependine upon the circumstances of 
the country concerned. 

Disbursement Procedures 

13. Once the Bank has agreed on the overall program and on the pro-
portion of the program it is prepared to finance, disbursements would be 
made against contracts eligible for financing provided: 

(a) the sector conditions of the loan agreement, covering 
policy and institutional measures, are being met; and 

(b) the sub-projects or lists of goods submitted to the Bank 
conform to the economic and other criteria agreed during 
negotiations and to the agreed procurement procedures. 
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v. TRANSITION PERIOD 

17. During the transition period toward sector lending for those 
borrowers that ~re not immediately capable of it, the emphasis of project 
lending will be on institution-building and the related technical assis­
tance and training requirements. As progress is made toward specific goals, 
certain aspects or parts of the road program may became amenable to treat­
ment on a sector lending basis (e.go, main roads, feeder roads, certain 
states, maintenance, or a limited percentage of the program on an experi­
mental basis, etc.). The Bank should take advantage of these opportunities. 
In other words, the lending on a sector basis can be achieved by increments 
where this appears reasonable. 

VI. CONCLUSIONS 

18. Movement toward highway sector lending would be an important step 
in the direction of improving the efficiency and quality of Bank lending in 
transportation. It would require that the Bank place greater emphasis on 
the development of the sector and the relationship between the highway sector 
and other forms of transportation and the relationship of these to the 
economic development of the country. It would insure that work in the 
sector becomes an integral part of Bank operations. It would assist borrowing 
countries in formulating investment programs and sector policies that fit the 
needs of the country and in insuring to them secure and timely sources of 
financing. It would focus Bank attention on institutional requirements where 
and while these stood in the way of achieving the goal of sector lending. 
The Bank and the borrower would be concentrating on larger and more funda­
mental issues and problems than the provision of individual roads. While 
the approach to sector· lending also raises same serious issues, such as how 
the Bank's leverage can be effectively exercised after the sector loan has 
been made and how Bank/IDA funds can be programmed over a period of years, 
on balance there appears to be a considerable weight of advantage in moving 
as rapidly as feasible toward a generalized policy of highway sector lending. 

Transportation and Urban Projects Department 
July 30, 1975 

iA k-...L~ q 
/{ 

M Warren C. Baum 
Vi~ President, Projects Staff 
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a. General Criteria Governing Eligibility for Financing 

14. The borrower would be eligible to submit to the Bank projects or 
sub-projects for disb1~sement provided the borrower is meeting the sector 
conditions agresd upon with the Bank. The Bank would require the achievement 
by the borrower of performance goals related to the execution of the program. 
The following are examples of what might be included in these performance goals: 

(1) Annual physical completion targets for the construction 
and improvement of different classes of road to appro­
priate standards. 

(2) Minimum levels of routine and periodic maintenance efforts 
on different classes of road in the highway network. 

(3) Total proposed annual purchases of equipment and materials 
for road maintenance. 

(4) Improvements in institutional arrangements in accordance 
with an agreed-upon timetable. 

(5) Annual targets for expendi~~es within agreed-upon limits. 

15. Whether or not the sector performance goals are being met would be 
a matter of judgment. In many cases, some of the goals would be met, while 
in other cases, certain difficulties would be encountered. In the event that 
the Bank concluded that in~ufficient progress was being made in reaching the 
overall goals of the program, it would inform the borrower that it was un­
willing to accept any further new contracts for disb1ITsement until it was sat­
isfied that sufficient progress was being made tovrard these agreed goals. 

b. Eligibility of Sub-projects for Financing 

16. The borrower would submit to the Bank individual road investment 
sub-projects falling within the agreed program as and when they are ready for 
financing. These sub-projects would have to meet the technical and economic 
criteria (e.g., minimum acceptable rate of economic return, appropriate 
design standards) agreed during negotiations and conform to the agreed pro­
curement procedures. The eligibility of specific sub-projects for disburse­
ments and the procedures to be followed would be the same as currently used 
in Bank highway projects. The procurement procedures to be followed would 
be the same as would be appropriate in the case of regular project lending. 
The composition of the sub-projects to be submitted to the Bank would have to be 
be discussed and agreed upon prior to loan presentation. Thus, where it was 
felt, for example, that the borrower, in order to avoid international com­
petitive bidding, might be tempted to submit to the Bank only those projects 
where force account was most appropriate, the Bank would require that all 
or a specified part of the program submitted to it contain projects which 
were suited for international tender. 1/ 

1/ In certain cases after the borrower has had some experience with sector 
lending and the Bank is confident of the borrower's ability to success­
fully appraise and execute sub-projects, the review process for these sub­
projects could became increasingly perfunctory and the sector loan could 
be more in the nature of financing a time-slice out of the borrower's 
investment program. 
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WORLD BANK I J~JTERNATIONAL FINANCE CORP ORATI ON 

OFFICE MEMORANDLIM 
• ' DATE: 

Discussions with Kuhn Loeb 

July 18, 1977 

Those attending: from Kuhn Loeb- Messrs. Istel, Stein, Waskolowitz 
from the Bank- Messrs. McNamara, Cargill, Wood 

1. Mr. McNamara opened the meeting with a brief summary of his 
principal concerns about the . Bank 1 s financial management. A first 
concern is that the Bank is inadequately leveraged. The Articles of 
Agreement constrain the Bank so that it underutilfZes its real financial 
strength. A second concern is how to ex loit all alter 
lowering the Bank's cost of borrowiug. The Bank's entry into medium­
term markets in the U. S. and abroad have helped, as has 
of 2-year Central Bank issues. A third concern is to ~in~~~~~­
Ban 's ration of "tal markets around the world. One major 
source of funds not yet tapped is the Eurobond market {in dollars} 
which the Bank has so far stayed away from because of the substantially 
higher costs of distribution in that market as compared to New York. 
Mr. McNamara also referred to the potential for increased penetration 
,pf the u~ · s. mark§t through sales to individual investors and to 
insurance companies • 

. 2. ··· Mr·. Istel responded to these remarks by saying that he and 
his colleagues had taken the current Articles of Agreement as given, 
but had tried to find ways of increasing the use of the Bank's financial 
strength w~thin the constraints imposed by the Articles. 

3. Commodity Bonds. The discussion then turned · to the ideas 
raised in Mr. Robinson's letter to Mr. McNamara {dated June 2, 1977). 
Mr. · McNamara said that he sensed very little interest in commodity 
bonds, either in this ·country or in Europe, but he fe 1 t there was a 
major potential role to be played by the Bank in the Gulf/Pakistan 
type deal. In fact, of all the ideas suggested by Mr. Ro~inson, this 
one seemed to Mr. McNamara to be the most promising. 

4. Sales from Portfolio. Referring to the ideas related to sales 
from portfolio, Mr. McNamara said that the part of the Bank 1 s portfolio 
due from Part I borrowers was rapidly declining, so that he did not see 
a major potential there. He also said the Bank's prohibition against 
taking exchange risks would rule out the "currency indemnification" 
idea. On the other hand, he thought the idea of selling loans at a 
floating rate might well be worth considering. Mr. Istel said that 
his firm had helped t he Ex-ImBank several years ago sell off parts of 
its portfolio whi ch were no longer part of its main line of activity, 
and he thought that there could well be a similar role played vis-a-vis 
the. world Bank. He als9 saw _the sales at flo ating rates as an indirect 
way of exploiting the cost advantages of short-term money market rates. 
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5. Co-financi!!.9,. Mr. McNamara said that the idea of a "rolling 
guarantee" was an interesting one and new to him. He mentioned, as 
an alternative, the possibility of entering into an arrangement with 
commercial banks {either individually or· with a group of banks) 
in which the commercial bank would express its firm intention to do, 
say, $200 million a year of co-financing for each of the next few 
years. The co-financed portions could be picked from the Bank 1 s 
large pipeline of projects, assuming of course that the financing 
was acceptable to the borrowing country. Mr. McNamara noted that the 
World Bank had not been very enterprising in exploring new avenues of 
co-financing with the private sector. He said the Bank had been 
mainly preoccupied with building up the volume of its own direct borrow­
ings. He thought an outsider would consider the Bank's approach a 
conservative one, but this conservatism was to a large extent a pre­
requisite for the dramatic expansion in the IB~D borrowing which had 
taken place·in recent years. ~ 

6. The discussion then concluded with a series of general ob-
servations about the Bank's financial potential and the constraints it 
faced: Mr. McNamara referred to the "myths and political constraints" 
which limited the Bank's capacity to use its full financial potential. 
The constr~int on leverage was but one of these. It might be possible 
after the n~xt capital incr~ase to relax thi~ constraint somewhat. It 
might also be possible to move to a less costly maturity distribution 
of the Bank*--s borrowings, and to follow a more rational liquidity 
polic~: Mr. McNamara said that the fundamental problem was how to find 
external finance for a developing country de~icit which, by 1985, could 
approximate $70 billion. The Bank had devoted P great deal of time 
and ~nergy tp educating governments as to the scale of this problem. 
The next step was to lay out alternative solutions to the problem 

. 
7. In summing up Mr. McNamara encouraged Kuhn Loeb to seek out 
more .deals of the Gulf/Pakistan sort. Mr. Istel said that they would 
try and that in addition they might put to us further proposals for 
sales from portfol -io. After the Kuhn Loeb partners had left, Mr. McNamara 
asked for a memorandum to be prepared on new financial initiatives 
(he termed them "unthinkable thoughts••) for him to consider after the 
General Capital Increase had been negotiated. 

Mr. McNamara 
cc: Messrs Knapp, Cargill, Gabriel, 

Rotberg, and Hornstein 

. DJW :dw 

.-



WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: The President and All Executive Directors 

FROM: W. S. Ryrie ~2. . . 
SUBJECT: THE PATTERN OF WORLD BANK LENDING 

DATE : 1 July 1977 

We have as yet had no substantive discussion of the issues raised in the 
President's paper on 11 The Future of the Bank and its Associated Capital 
Requirements ... Questions closely related to a capital increase must, we have 
agreed, be considered later. But I think we could usefully discuss some other 
issues informally in the next few weeks. 

2. The pattern of Bank lending, including sectoral priorities and types of 
projects, is one such area. I think it would be useful to review our sectoral 
priorities. But in this note I am concerned with the question o ype~ of 

· proJects. In particular I should ~to raise the question whether t~end 
towar s smaller discrete projects on average is desirable, and whether the 
Ban should e 1n 1ng of mov1ng in the opposite direction by concentrating 
more on sectoral projects, each of which would cover a substantial part of a 
borrowing country's economy. These questions were touched upon during the 
Board discussion of the Financial and Operating Programme and Administrative 
Budgets for FY 1978. 

3. The following are some relevant facts : 

(1) The ratio of expenditure on administration for IBRD and 
IDA to new commitments in real terms was as follows : 

FY 67 FY 77 
1:36 1:32 

(2) The average size of lending operations was as follows 

FY 67 
(FY 77 $000) 42.7 

FY 77 
31.96 

(3) The figure for average manweeks per project supervised 
has risen from 10.6 in FY73 (the first year for which 
such figures are available) to an estimated 12.7 in 
FY 78. 

4. During the Board meeting on 21 June, the President pointed out some of 
the reasons for the trend towards smaller projects, and drew attention to 
Table 19 in the Annex of Tables to R77-135. The Bank has been moving towards \1 
mores ecialised staff-intensive discrete projects and many projects now ~~ -~ 
involve exam1nat1on o aspec which were frequently ignored in the past, 11 
e.g. environmental considerations and effects on income distribution. There is /~~ 
no suggestion that the staff is not being used efficiently or that these 
additional tasks are not being performed at a high level of expertise. No 

Mr. Burke Knapp 
Mr. Baum 
Mr. Damry 

I doubt 
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doubt they are. But I think we should ask ourselves the question whether this 
is the only way in which the Bank can contribute to the development of member 
countries, or whether we ought not to be looking for alternative ways of 
channeling Bank funds and expertise to these countries. I make this suggestion 
for two reasons; first, I think that it might provide opportunities for Bank 
expertise and help to be made available over a wider fie an 1s poss1ble 
throygh narrower project s, and, secondly, I feel that in- tfme 1 cou a pr uce j" r 
administrative savin s for both the borrowing countries and the B ~ 

5. I am not suggesting that the Bank should give up the traditional type of ~ 
project at which it is so good. This type of work is extremely valuable, 
partly as a type of technical assistance, setting high standards and developing 
good practice in project appraisal and control. But there may be a case for 
some change of emphasis 

6. The Bank•s Articles require us to provide loans for 11 projects 11 except in 
exceptional circumstances, and the Bank has always been highly skilled at the 
planning, appraisal and supervision of projects in a rather narrowly defined 
sense. In the abstract, I can see an argument for a much wider approach, e.g. 
through 11 elo ment programme loans 11

• The Bank would assist countries in 
the preparation of na 1ona evelopment programmes and contribute a percentage 
of the overall costs over a period of years. It would, of course, review and 
monitor progress as time went on. But this would be contrary to the Articles as 
they stand, and might be undesirable in putting the World Bank more into a role 
of supervision of national policies than many countries would be prepared to 
accept. But perhaps a modest move in this direction, consistent with the Articles, 
would be desirable. In practice, when appraising a particular project, the 
staff normally make an overall appraisal of the sector involved, e.g. a power 
station project has to be seen against the background of the power sector. What 
I have in mind is that in cases where we can be satisfied, through such a sector 
appraisal, that the sector rogramme 1s anced and t a the borrowing country 
has the administrative ability to carry it through (if necessary with appropriate 
technical assistance from the Bank or other donors), we should be ready to 
provide a loan or di i o t of the overall programme instead of 
selecting discrete projects within it. 

7. This would not, of course, be an entirely new departure for the Bank. 
Some of our present operations are related to fairly wide sectors, for example 
the loans for agricultural extension work in Indian-States or a number of DFC 
loans. But I think that generally this approach has been adopted in situations 
in which it is difficult to identify narrower projects for Bank financing and 
perhaps for that reason. What I am suggesting is a deliberate decision by the 
Bank actively to seek out other situations in which the technique of sector or 
sub-sector lending could be applied. This may be useful both in countries with 
advanced planning capability, and those where integrated planning is not so well 
developed. 

8. One argument for the narrower type of project is that it affords the Bank 
better financial control. This is a matter of balance. Financial control is 

I not 
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not an end in itself. If some measure of precise control is sacrificed for 
a greater influence over policies in a wider field, there may be a net gain 
in terms of the Bank's objectives. Admittedly, the traditional type of project, 
involving very detailed investigation and very careful supervision, is 
naturally satisfying to the professional staff of the World Bank. Factors like 
this may almost unconsciously influence the choice of project, but clearly they 
should not do so. 

9. Another reason for moving in this direction is the size of the Bank's ~ l 
staff. The staff has grown less rapidly than the number of lending operations 
over the last ten years, but the size of the average lending operation has been 
declining. It is already almost 4500 in total, and the paper on the Future Role 
f the Bank envisages (page 40) that it will rise to about 7000 over the next 

10 years, i.e. maintaining about the same ratio to lending operations as in 
the recent past. Should this ratio be accepted and continued? 

. As the paper on the Future Role of the Bank points out, a staff of 7000 
or so is not enonmous in comparison with many other organisations, but I suspect 
that if the Bank grows much above its present number, new management techniques 
will have to be considered. However, it seems to me that from many points of 
view there would be advantage in avoiding growth to such a size. The larger the 
Bank staff, the more likely there is to be criticism of it as a swollen 
bureaucracy. Additional problems of management will arise in an organisation 
which will be more impersonal. In any case, the developing countries need the 
same kind of people as the Bank employs, and the Bank sometimes competes 
directly with developing countries for them. 

11. I should like to suggest that we discuss these questions informally some 
time this month. 
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10.6 
~ 
11..,.§, 

.!..ll:.l 

11.4 
...i:.l 
li:l 

.ill.d 

12 .5 
~ 
.!§..& 

~ 

17.5 
.JLL 
26.2 

ill..:1. 

32 .6 
14.8 
!!Ut 

100.0 
100.0 --o.o 
ill_& 

41.8 
10.6 
~ 

100.0 
100.0 --o.o 
.uu 

62 . I 
18.1 
80.2 

100.0 
100.0 --o.o 
ill.,§_ 

85.3 
~ 
l!1.d 

200.0 
.ill.:.2. 

17.5 
~ 

110.4 
...1hl 
ill.:2. 

205 .0 
142.1 
"62.9 
l2b!!. 

137. I 
..1hl.. 
ill.& 

~65 .0 

.l!!L.1 
82.7 

ill:!!. 

156.2 
...li:.l 
lli.:.i 
302.4 
.ill.& 
109.4 
~ 

160.2 
26.4 

186.6 

405.7 
illd 
178.5 
.ill.:.2. 

169 .4 
...:1LJ._ 
l2Z.:..!. 

448.4 
l.Zi:i 
272.9 
m.& 

225.5 

rlQ 
506.9 
ill.& 
327.1 
~ 

TOTAL LIABILITIES AND CAPITAL .!lL.l ill..:.2. .!..JL!t ~ .lZhQ .!§i:.2. ill.& 282.6 ill..& ~ !!.21.:.2. 2lZ..:.§. 648 . 0 ~ 

Income Statement 
Ope rat lng Income 
Less : Admin lstrat lve Expenses 

Charges on I BRD Loans 
Income Before Investment Gains & Losses 
Rea lized Capital Gains 
Provis i on for Losses 

NET INCOME 

27.3 
11 . 2 

16.1 
.9 

..L.2. 

J2.,i 

MEMORANDUM ITEMS 
Numbe r of Ope rat ions!/- I BRD 348 

- IDA __12. 
- Tot a I 383 
- I FC m/ 68 

Amount of C011111ltments - IBRD-to Countries n/ 7122 
- IDA Credits - 495 
- IFC C011111ltments o/ 88 
- Total in Current-$ e_/ 11.92. 
- Total In FY77 C011111.$ 

COfllllitment Deflator (FY77 • 100) 
No. of IBRD/ IDA Proj. Under SupervisionS,/ 525 
Di s bursements - IBRD Loans r/ 3242 

- IDA Credits- 68 
- IFC C011111 l tments 61 

Net Disburseme~t!0:i 1-
1 ~B~~r~~:~s $ llii 

- - IDA C red I t s 68 
- Total In Current $ 2556 

Net Tra nsfer t/ - IBRD Loans Tifcili 
- - IDA C red i t s 68 

- Total In Current $ ~ 
- Total in FY77 $ ]!I 

Disbursement Def lato r (FY7 7 • 100) 
Borrowln~s by IBRO (new Iss ues) 3987 
Less : Debt Retirement ~ 

Net Bor rowi ng by I BRD 2526 

Staff End Year '!!11 - Profess i o~a l 
- Non-Profes. I o~a 1 X/ 
- To tal -
- % Inc rease 

423 
505 
~ 

5.4 
2.5 

TI 
.4 

..!..,_§. 

__Ll 

37 
_j]_ 

54 
18 

810 
283 
20 

.!ill. 

·~ 
249 
461 
124 

16 
6cil 
"To3 

124 
_!ill_ 

153 
__lU 
..:ill. 

600 
lib.O 

1DO 
ill 
...::B. 

'•G3 
...ill. 
l tll6 
"8.8 

5. 7 
2. 7 

To 
.3 

_,_2 

2 .4 

39 
18 

57 
16 

1023 
309 

26 
ill.§. 
ill..!. 
39.7 

280 
506 
222 

__1§. 
_1!!!± 

331 
222 

-m 
220 

_m 

~ 
598 
~ 
...ill. 

529 
_ill 
till 
TfJ+ 

7.5 
3.0 

'4.5 
.8 

__l,_l 

4 . 2 

37 
12 

l:i9 
19 

839 
284 

__12. 
~ 
Wl±i 
liD.7 

305 
544 
267 

22 -m 
..m. 
61~ 

"165 
264 
~ m 

288 
224 
64 

664 
...m. 
.!.ill. 
23.0 

9.2 
3. 2 

"'6.0 
.3 
~ 

..!!.:.2 

46 
_j]_ 

63 
II 

777 
353 
~ 
.L!.ll 

~ 
330 
582 
342 

___15. 
~ 

356 
~ 
~ 

155 
.....ill 
~ 
.lli..9. 
~ 

729 
226 

..2Ql 

731 
_J!.QS_ 
~ 
10.3 

10.1 
3.5 

.4 
~ ,, 
....u. 

4 .4 

44 
16 

60 
10 

847 
107 

_i! 
.J..Q.Qi 

~ 
350 
600 
319 

_ll 

-lli 
....ill. 

686 
1ii6 
...1ll 

~ 
~ 

735 
~ 
...ill. 

76j 

,m 
5:5 

12.0 
4.1 

__.,!± 
7.5 

.4 
.LQ 

....2..:.2. 

82 
.....:fi 

Ill 
20 

1399 
385 

___..21 
!ill 

Wo 
383 
645 
256 

_ll 

~ 
:_lli 
....ill 

129 

j 
1224 
_lli 
~ 

957 
__m_ 
liD: 
16.2 

15.4 
5.4 

_.J!. 
9.2 
1.1 
~ 

~ 

69 
____2Q 

119 
26 

1580 
606 
t 12 
~ 
4240 
5G' 

468 
740 
143 

_M 
~ 
439 
~ 
....21!! 

160 
__lll 
_ill 
..211.. 
50.9 
735 
~ 
~ 

)174 
lQ]_l 

:illi 
19 . 2 

14.7 
6 . 5 

__j_J!_ 
4:4 

1.8 
..1..:..2. 

....l:.l 

78 
_i! 

129 
23 

1921 
584 
101 

2606 

~ 
588 
912 
235 

__.:11. 
J1!2 
58b 
...ill. 
~ 

268 
221 
~ 

~ 
1368 
~ 
..§1Q. 

1322 
lli.2. 
1W 

18 . 3 
7.1 
6 . 0 

"'5.2 
2 . 5 
~ 

6.0 

72 
68 

140 
19 

1966 
1000 

116 
~ 

w.t 
627 

1181 
261 

61 
!iQ1 
BIT 
..12..2. 
.!QZQ 

441 
244 
~_5 

II:N 
bQ.2 
1744 
608 

l!.l2. 

1521 
1446 

Wi 

19.6 
7.5 

__L_!!_ 
11.3 

1.9 
_bQ 

4 . 2 

73 
__]j_ 

148 
25 

2051 
1357 
..!.!tZ 
llli. 
illZ 
75.2 
705 

1175 
493 

88 
.!.lli 

733 
...!!§.2 
.illl 

271 
461 

rffi 
65:3 
1723 
..:z§!l 
...ill. 

1657 
15~ 

~ 

26.2 
9.2 

..!.L2 
5.5 
4.0 

....1:.§. 

....2..i 

105 

~ 
32 

3218 
1095 

illi 
~ 

770 
1530 
711 
162 

2403 
1009 
....w. 
lll1 

415 
_m 
109~ ros 
"n-2 
1853 
~ 
..m. 
1754 

!m 
7.0 

34.2 
10.4 
~ 
6.9 

5.1 
..M 

...b!!. 

122 
68 

l9o 
31 

4320 
1576 
212 

6i08 
2Qli 
87.0 

946 
1954 
1025 
184 

1lli 
1014 

_lill 
813 
~ 

00 
90.3 
3510 
lJlll 
~ 

1883 
1820 

~ 

43.3 
11.4 
22. t 
~ 
4.3 

M 
..LJ.. 

141 

-m 
33 

4977 
1655 

ID1 
llZ1 
93.2 
1112 
2470 
1251 
200 

llli 
1897 
ill§. 
.1ll5. 
1070 
~ 
2266 
~ 
93.7 
~fl 
J.Jf' 
lli.Q. 

2024 
~ 

~ 

.llill 
4218 

74 
1102 

76 
..2221. 

~ 

5205 
74 

1192 
60 

.!ill2. 

lli.l§. 

6301 
74 

1282 
33 
~ 

lllli 
7439 

74 
1372 

5 
.!.lli.l 

12m 
8286 

74 
1462 
-22 

llill. 

~ 

9025 
73 

1552 
-40 
~ 

1m!. 

9621 
73 

1642 
-48 

£§ill 

.llill ~ lli.l§. lllli 30939 34496 37921 

65 
73 

_..:t!. 

~ 

4 . 
7~ l . . 

• 16) ~ 

36 . 7 
_hQ 

70 
86 

-16 

77 
104 

-=11. 

24.3 4.0 
876.6 1021.0 
193 .9 246.4 
43.5 51.4 

__hQ . __hQ 

87 
115 

-28 

4.0 
1193 . 5 
310.2 
62.0 

__hQ 

99 
126 

...='ll.. 

4.0 
1381.7 
390.7 
75.9 

__hQ 

116 
134 

-18 

4.0 
1586.0 
488.2 
92.9 

__hQ 

137 
145 

-8 

4.0 
18o8.3 
603.7 
113.3 

__hQ 

ssoy 1057,3 1226.0 t45t.7 t7o6.5 1991 . 3 2308.7 

22 0.2 

~ 
550.3 
114.4 
435.9 
~5~ 

255.4 
..1!±.:1 
llQ.J_ 

535.6 
_1.1,1, 
462.4 
1Ql!..& 

278.8 324.6 
~ 82.8 
lli.:l. ~ 

517 . 3 
~ 
464.9 
421.4 

574.3 
...l!i:l. 
499.6 
ili.:.Z 

375.6 
104.4 
li8o:ii 

653.7 
100.4 
553.3 
lli.4 

425.1 
128.1 
ill.d 

866.2 
.ill....!! 
630.8 
.ill...l 

474.0 

ifti 
11 to.z 
.nh!. 

8311.1 
847.0 

880. 6 1057.3 1226.0 1451.7 1706.5 1991.3 2308.7 

53 . 9 
13.3 
lL.2. 
12.7 
1.9 
~ 

8 . 6 

152 
__.£L 

21 9 
33 

5700 
1300 
__f2.Q 
lli.Q 
.illQ 

100.0 
1187 
2]00 
1360 
...lli 
~ 
2042 
lili 

~ 
.ll.2.?. 
lill 
lill 

~·~; 
. 1460 
.~ 

2170 
~2 
llffi 
6.1 

67.2 
16.6 
~ 
16.2 
4.0 

_u 

.!hl. 

151 
-.-!!2 

240 
37 

6100 
2300 
....lQQ 
illQ 
8TO!! 

107.'3 
1289 
3400 
1313 

~ 
2643 
llli 
~ 
1446 
ill1 
£ill. 
~ 

107 . I 
3800 
1448 
.lli1. 

2321 
2_!1Q 
!!§I 

5.9 

78.9 
20.1 
li:.!i 
23.4 
5.1 

...:u. 
20.6 

160 
__..25. 

255 
44 

6800 
2600 
.....ill 
2lli. 
~9~ 

114.9 
1383 
4238 
1494 
_ill 
.illl 
3383 
.llli 
lli2. 
1913 
1401 
1lli. 
£W. 

115.4 
5200 
.1.§!!.2 
.l22l 

2393 
~ 
illi 

3.1 

92.6 IOS.l 
23.3 27.2 
2.1..:1 42.2 
31.5 38.7 
6.4 7.7 

.!.M .!.l:..2. 

ll.:l. Jb.2. 

169 
102 

m 
47 

7700 
3000 

_!!2.Q. 
.!illQ 
~ 
123· 0 
1495 
4923 
1352 
..ill 
~ 
3940 
1824 
.ill!t 
2103 
llli 
1ffi: 
,w.f 
5900 
lill. 
illi 

2466 
2304 
illQ 

3.0 

177 

-nt 
51 

8600 
3100 

_2lQ 
.!lliQ 
_ru;, 
131.6 
1600 
5739 
2243 
~ 
8420 
liii83 
llii 
~ 
2269 
2112 
!till 
E2S. 

132 . 8 
6600 

§M 
2540 
~ill 
!±ill: 

3.0 

125.8 
31.0 
!±2.:1. 
45.6 
9.5 

lZ.:.Q 

J!hl 

184 

~ 
54 

9600 
3200 
610 

.lli.!Q 

..ill!± 
140.8 
1705 
6490 
2451 

2lli 
4779 
£ill 
z.!.l!.§. 
2126 
~ 
4420 
ll.!Q 

142.1 
7400 
2666 
ffil± 
2616 
2444 
~ 

3. 0 

145.5 
35.3 
~ 
47.6 
12.5 
~ 

..1.2.:.1 

192 

~ 
57 

10700 
3300 

~ 
~ 

1810 
7354 
2694 

~ 
5035 

__Iill_ 
Jm.. 

1870 

-ffit 
~~ 
152 . 0 
7300 

Mit 
2695 
llil 
it'1. 

3.0 

1964-68 1969-73 1974-78 ~~ 

1167 
234 

1712 
5774 

100 
~ 

479 
29 

.J1i 

2.ill 

43 
2371 
3524 

59 
291 

1038 
mit 
illl 
2.ill 

20648 

325 
362 

1ffl ---.s 
136 
602 

_u 

.J51. 

-26 

52 
346 
43 

1788 
....ill. 
2462 

446 
12 

210 
21 

.!111 

2462 

37 
17 

-=..!. 

_J.i 

31.7 
105.1 
55.7 
7.8 

_24 

.!§i:.2. 

41.8 
10.6 
~ 

100.0 
100.0 

0.0 
~ 

.!§i:.2. 

37.9 
14.9 
0.4 

22.6 
2.3 

..L1 

11..,.§, 

203 
80 

28'3 
7'• 

4296 
1336 

__!!!1 

~ 
350 

2693 
1275 

112 
4o8o 
ffili 
llli 
ill.2. 

786 
.Llli 
2042 
illi 
2450 
I·'#> 
ID06 

763 

,m 
iT:7 

3734 
43 

1491 
14185 
_..ill 
.!.illl 

551 
58 
~ 

~ 

342 
6279 
8925 

297 
292 

1644 

~ 
~ 

27357 

826 
403 

.!!§ 

~ 
287 

1621 
_1!. 

~ 

:!:ill. 

319 
2062 

342 
6198 
...ill 

~ 

2989 
62 

703 
70 

illQ 

~ 

128 
99 

...illt 

~ 

2.6 
345.9 
119.3 
16.4 

__u 

!!.21.:.2. 

156.2 

ill1 
302.4 
.ill.& 
109.4 
166.6 

!!.21.:.2. 

80.0 
30.6 
18.8 
30.6 
].7 

.!b..Q. 

~ 

374 

-itt 
113 

8917 

~
39~2 . 

8 
l!lli 

705 
4653 
1388 

~ 
2943 
~ 

tlli 
~ 

lli1 
6791> 
2886 
12Q[ 

1657 
1567 
ill!£ 
14._7 

8239 

980 
34712 

illH 
-----sbf 

55 
...111. 

illZ2 
731 

18049 
20814 . 

455 
293 

2073 
ll§!i 
lli«l 

illZ2 
30276 

2208 
437 

mt 
lili" 

625 
5078 
_.2,1 

l..!2t 
-204 

82 
4295 

731 
13987 
_.ill. 

~ 

5205 
74 

1192 
60 

.!mi 

~ 

321 
313 

~ 

-to 

24.3 
876.6 
193.9 
43.5 

__hQ 

1057.3 

is5.4 
..1!±.:1 
~ 

535.6 

dH 
1Ql!..& 

1057.3 

224.8 
60.9 

112.8 
ST:T 

19.3 
~ 

41.0 

671 
~ 
1037 

166 
24315 

7926 
1210 

.illll 
Jill2 

1289 
12054 
566o 

mH 
9051 

~ 
iliH 
IQill 
17871 
~ 
l!.ru 

2321 

~ 
~ 

10500 

44Z 
70929 

~ 
"1m 

55 
__l!l1 

~ · 

824 
. 33033 
416!1 

•829 
293 

i 
!ill! 
45954 

3585 
434 

ll1!1! 
~ 

so 
1149 

12090 
....ill 
!005 

103 
7682 
824 

28951 
_.ill. 

1Zlli 
9621 

73 
1642 
-48 
~ 

3792f 

516 
624 

-108 

4 .. 0 
18o8.3 
6o3.7 . 
lll.3 

__i& 

noa.1 

474.0 
_ill_,_§_ 
:m:;! 

1110.2 
...lli.,l 
~:!1+.1 
84?.0 

2108.i 

55.0.9 
136.9 

.HH 
41.2 
~ . 

l2l!.d 

882 
484 
~ 

253 
43400 
15200 
~ Hm. 

1810 
28744 
10734 
2228 

~ 
tml ~ 
.1.2!!8 

Illii 
32400 
l!.S!!§. 
20814_1_ 

2695 
lliZ 
.ill! 
).0 

a/ Pr ectlons anU11e : 
- • R al growth In 18RD lending of ~ per year • 

• A sixth IDA Replenlshlllent at the s- r .. t 
I vel as the Fifth Replenlshlllent. :;; 

- A long-term rate of lnflulon of 7% (see footnote 
:... u below). 

-A $~!r~~~';",; =JS~ 1 1~ ~p~~!h 1~~r=~=-tn • 
with all p IJ I It I liicti fa,_., fl I ~ 

~rate of 8.5~ In FY77. 8.~ In FY78 \ . 
and 8.7~ In FY79-83. , ~ 

• Borrowing costs of 7.9l In FY77, 8.01 In FY78 ~ 
and 8.2~ In FY79-83. 

- Rates of return on securities Inves-ts of 7. 
In FY77, 7 .I~ In FY78 and 7 .~ In F'm-83. 

• liquidity equal to at least 401 of the next 3 yeus 
borrowing requlr-nts. 

- Tel'llls of lend lng In FY77·78 of 3.8 years' grace, 
18 years' final maturity and equal s•l-1 
repayments of principal; tenos In FY79-83 of 4.3 
years' grace, 20 years' final tuturlty and 
annuity-type repayments of principal. 
c .. ttwoe t tdalll s f''J ·II" h R'7T ruaw 

-!:"u!rt:::;::: ~!";;'ol/:;':!:r'rncCIM of $100 
•filion (Including grants for agricultural reserach 
and -hocerclasll control) frwa FY78 oo.Mrds. 

b/ .-aunts receivable fran loans Include undisbursed 
- POrtions. loans guaranteed by Pert I c-trles are 

lncluclecl ln the Part I cuegory. 
c/ Transfers to IDA out of 18110 net Income have been 
- cherged to 18110 retained .. mtngs, end added to IDA's 

resources In the year of authorization, I.e., the year 
following that ln which the lnc:c.e ,.s .. mec1. 

d/ Undisbursed -u Include both effective end non-
- effective loans ~redlts, excludlng -nts sold 

or agreed to be sold. 
e/ 18110 funded debt Includes delayed deliveries. 
!J '111e selective Increases In IBRD subscriptions -roved 

In 19n are expected to brlng total 18110 Capital 
subscribed but not celled to !fit! billion (on the 
present valuation basis). "''ii ;;;+:t #71'2 
w_u.....eala a a11 •1 f ;at 1w eiliii'FP'rM •n• 1 ClUJ $1.0 Biill&i Qi LGPitldi &it 
811151 t I 1 ••r • tLes. 

J/ In~ frwa loans guarMtMd by Part 1 countries end 
froa 18110 loans to IFC Is lncluclecl ln the Part 1 
c•tetory, 

!!,/ IDA Unrestricted Subscriptions are contributions held 
In non-Interest bearing notes and bank deposits·, 
'111ese MOUnts ere 1-dlately available for dlsburs-u, 
but NY not be Invested In securities. 

JJ AMounts Receivable frwa Credits Include undisbursed 
POrtions. 

Jj lnvestJMnt losses cherged to Reserve Against Losses 
total $6. 2 •llll on through FY76. 

.!Y · An-• Increase of $480 •I Ilion In IF't capitals In 
five equal lnstall•nts In FY78-82. 

JJ IIRO/IDA nllllber of operations Is s'- excluding loans 
to IF'C and tr .. tlng -rations lnvolYlng 110re then -
loan egr-t or both a loan end • credit as shoply 
- 18110 -ration. 

!I IF'C ca.l-ts exclude MOUnts of less than $100,QOQ 
representing overruns, exercise of stock OPtions, 
pltot projects, and praootlonel actiYltles. 

!J! .18110 loans to IFC ere axe lucled ($100 •11 lion In each 
of FY67 and FY70, $60 11111 ton In FY72, $11o •II lion In 
FY73, $110 •filion In F'Y74, $50 •I Ilion In FY75, $70 
•I 11 lon In FY76, $20 milt I on In FY77 end $722 •11 lion 
In the period F'Y78..a3. 

!lf CCIIII* I-ts s tgned, before cancellation, end Including 
orlglnal participations. 

ef · The c~l-t deflator Is derived from the dlsburs-t 
deflator (see footnote u below) taking Into account 
the nor'111111 lag bet- c011111lbwents end dlsburs-u. 

g/ Figures for all years except FY71·76 are estiNted. 
t.l Olsburs-nu by tBRD to IFC end past borr~rs are 

excluded. 
s/ Olsburs_,ts to current borr~rs leu repa)IWI8ntl 
- of prlnclpet by current borrowers to 18110, IDA and 

pUrchasers of loans and credits. 
!I Net Dhburs...,.ts less IDM and c;redlt charges paid 

by current borrowers to 18110, 1111' end pUrchasers of 
loans and credits, 

u/ The dlsburs-nt deflator translates dlsburs-ts 
- lnto constant FY77 purchasing -r. The deflator 

Is based on e>~Port price Indices of INChlnery and 
equipment from major OECD countries together with a 
c-onent for freight costs. Present expectations 
are thet future lnflet I on rates will r-ln 
slgnlflcantly higher then prior to 1974 • ..-..r-­
t''' t gf tbe 9 DE£Q I £1 et t et'B' 

\. :. u :,·:J!:f!:t=·zt th!se fJn:ncta1 ,,,. 
project Ions, the annual changes ln the Index 
ass.-d for future years ere es follows: 

_..f1_ Annual Rete of Inflations 

. 1978 
1979 
1980 
19!!1 
1992 
1983 

7:" 
7.9% 
7-~ 
7.fl'l, 
7.0'1 
7.fl'l, 

-' I 1 r' I s•ag !1 Jl f P' d • Mrawl•s. 
'!!/ Does not Include POSitions for rehoburuble technical 

ass lstence progrllftt. 
y Dees not Include locally-hired steff In field offices. 

0~~ ....._ f)-.7~ ~ 

p ' 8 

~-
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INTERIM FINANCIAL AND OPERATING PLAN 

Attached is a table summarizing the principal features of t~e "Interim 
Financial and Operating Plan" which I am using as a basis for day-to-day 
decisions. The figures for FY78 and FY79 are identical to those presented 
to the Executive Directors in the FY78 budget document. The figures for 
FY80 through FY83 have been developed on the basis of what I consider to 
be reasonable assumptions, but assumptions which have neither been 
considered in detail nor approved by the Executive Directors. In distribut­
ing the "Plan" to the Executive Directors at this time, I am not seeking 
formal or informal approval of it, but wish simply to inform the Directors 
of the medium-term framework which is presently guiding management decisions. 

Distribution: 

Executive Directors and Alternates 
Senior Vice President, Operations 
President's Council 

· Robert S. McNamara 

This document has a restricted distribution and may be used by recipients only in the performance 
of their official duties. Its contents may not otherwise be disclosed without World Bank authorization . 



WORLD BANK GROUP : INTERIM FINANCIAL AND OPERATING PLAN THROUGH FY1983 ~/ 
($ mllllons, fiscal years) 

Thru . 
1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1964-68 1969-73 1974-78 1979~ 

IBRD 
Cash & Securities 
Receivable from Delayed Deliveries 
Receivable from Loans - Part I ~/ 

- Part II 
- IFC 
- Total 

R~ce I vab I e from SubscrIbed Capita I 
Land & Bu i I dings Net of Oep rec. Res. 
Accruals, Prepayments & Other Assets 

TOTAL ASSETS 

Due to IDA £_/ 
Undisbursed Loans !)/ 
Funded Debt e/ 
Miscellaneous Llabll ities 
Capital & -Special Reserves 

Reserves - Retained Earnings S/ 
-Paid-In Capital f/ 
- Total 

TOTAL LIABILITES & CAPITAL 

Total Uncalled Capital f./ 

lncane from- Securities 
- Loans : Part I g; 

Part 11-
Total 

Other Income 
Less· Administrative Expenses 

Interest on Borrowings 
F I nanc i a 1 Expenses 

NET INCOME 

Net Loss (-) or Gain (+) on Oeval. 

IDA 
Securities 
Unrestricted Subscriptions h/ 
R~ceivable from IBRD £./ -
Receivable from Credits i/ 
Restricted Subscr. & Other Assets 

TOTAL ASSETS 

Undisbursed Credits d/ 
Loans from Swi tzerla;d 
Transfers from IBRD c/ 
Accumu 1 a ted Net Income 
Paid Subscriptions & Supplements 

TOTAL LIABILITIES 

Income 
Le ss: Administrative Expenses 

Net Loss (-) or Gain (+) on Oeval. 

NET INCOME 

I FC 
'BaTance Sheet 
Cash & SecuritIes 
Investments - Loans 

- Equity 
Less : Reserve Against Losses 1./ 
Net Accrua Is and Other Assets 

TOTAL ASSETS 

Undisbursed Commitments 
- Loans 
- EquIty 

Undisbursed Loans and Equity 

Loans from I BRD and Others 
Less · Undrawn Loans 
loll thdrawn Loans 
Capital and General Reserve.~/ 

TOTAL LI ABILITIES AND CAPITAL 
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1426 
3294 

!fill 
436 

21 
_.12. 

£m 

1535 
2524 

46 
255 
558 

2081 
~ 

~ 

18656 

320 
685 

...ill. 
ill!± 

8 
127 
631 

__li 

821 

_:~ 

1589 

1491 
3712 

llil 
437 

21 
_7!l 

lill. 

1731 
2492 

42 
288 
656 

2120 
~ 

~ 
19066 

62 
64 

___1.li 
_ill 

I 
19 

100 
___1. 

__ill 

1595 
18 

1689 
4291 

2.2§Q 
465 

21 
~ 

M 
40 

2149 
2742 

43 
289 
743 

2168 
llQQ 

!!1.~ 

19501 

62 
68 

_ill 
_.ill. 

I 
22 

106 
___1. 

~ 

75.0 90.0 44.3 
338.5 352.4 340.3 

39.6 
495.2 778.4 1085.5 
ill.d 11.§.: .. ~ ..lli.J. 

lO.llh2 1397.2 1729.8 

426.8 

2.4 
E.Q.L.Z 

l0.llh2 

5. 7 
3.2 

..1.:.2. 

]1.5 
46.2 
13.2 
1.5 

_1:.2 

585.9 670.8 

50.0 
4.1 6.7 

~L:l. l.J.Ql,.l 

~m~ 1729.8 

4.3 
2.6 

-:ld 

66.4 
45.9 
21.4 
3.0 

_h~ 

5.5 
2.9 

2.6 

63.5 
49.4 
24.2 

3.5 
_l_J!_ 

1417 

1712 
4828 

~ 
509 

23 
_lQl 

lli£ 

79 
2314 
2806 

49 
29J 
807 

ll!!.l 
~ 

lli£ 
20184 

63 
70 

_!21 
...111. 

2 
30 

116 
__.l 

~ 

_:1 

35.3 
376.0 
78.9 

1365.2 
..1.~~& 

2078.2 

683.6 

125.0 
9.8 

.l.ill..& 
2078.2 

6 . 5 
3 .4 

...1.:.1. 

57.0 
60 . 7 
35.0 
4.6 

_Ll 

1305 
234 

1774 
5258 

100 
lill 

502 
24 

_ill_ 

2lli. 

92 
2381 
3309 

53 
290 
902 

2288 
l!±!!Q 

2lli. 

20565 

72 
76 

180 
_ill 

4 
31 

129 
___1. 

..JlQ 

34.4 
358.0 
92.3 

1694.2 
. .111.;1. 

2401.6 

670.5 

200.0 
14.4 

.!.ill.:.Z 
240h§. 

8.8 
4.2 

4.6 

46.5 
81.8 
52.0 
6.0 

___l,_l 

1167 
234 

1712 
5774 

100 
~ 

479 
29 

___1.li 

-~ 
43 

2371 
3524 

59 
291 

1038 
l~ 
lill 

2ill 
20648 

66 
84 

2JO 
2li4 
7 

34 
151 

___1. 

..JlQ 

_:ll 

52.2 
345.7 
42.7 

1788.4 
...£1M. 

1707 
141 

1630 
6907 

100 

llii 
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34 
____lli_ 

.!_1144 

92 
3007 
4222 

89 
292 

1135 
UQl 
ill!± 

L!.J..ltl± 

20733 

S8 
91 

224 
.2!2. 

8 
41 

195 
__.l 

~ 

78.0 
324.3 
92.2 

2170.2 
~ 

2462.5 2899.3 

445.9 572.0 
12.1 12.1 

210.0 285.0 
21.4 31.9 

1l.Z1:.l. .!.22U 

l4E.U 2899J 

12.2 
4.1 
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~ 

31.7 
105.1 
55.7 

7.8 
_.1.:1. 

14.6 
4.2 

10.4 
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72.4 
9.6 

....2:1. 
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43 

1357 
8322 
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37 

___1.2§. 

~ 
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1250 
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92 
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45 
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~ 
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15.8 
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12.9 

....2..:1. 
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17 

1378 
9754 
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l.!ill. 
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37 

___w_ 

14602 

240 
4741 
5441 

137 
292 

1364 
.U!U. 
~ 

14602 

21484 

13 7 
72 

....ill 
~ 

7 
56 

305 
~ 

....ill. 

+2 

243.4 
871.6 
239.5 

3340.1 
..1.ll:J. 

3218 
11 

1433 
11651 

260 
:ill'§ 

492 
36 

___1!U 

~ 

289 
5480 
6962 

211 
292 

1487 
2661 
4440 

ill.ig 

23946 

137 
74 

..11§. 
~ 

6 
66 
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~ 

_® 
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4518.9 
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3734 
43 
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8925 
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74 
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79 
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~ 
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1427 
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~ 

484 
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~ 
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iQ1l 
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87 
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654 -a 
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___!! 
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-=2!t 
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1324 
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~ 

461 
58 

_211 
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10148 
12407 
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~ 
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27729 

38 3 
89 

Sl.Z 
...12!!. 
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___!! 

..1.Z2. 
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24394 
_ill 
26116 
~ 

56 
.....:ill. 

~ 
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12577 
15444 
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293 

1343 
lQ§.§. 
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~ 

27775 

425 
85 

811 
...1!2£ 

8 
122 
977 

___!Q 

_llQ 

:.~ 

319.3 506.1 315.4 213.7 
2061.4 2!,15.4 2523.8 2430.6 

341.9 358.o 454.4 558.4 
6197.9 72L.g.8 8794.7 10423.9 
~ ...nh!!. ~ __llQ.,l 

4927.7 

1363.7 

6479.7 9383.9 10865.7 12391.9 13996.9 

12.7 
485.0 

45.7 
3020.6 

4927.7 
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19.3 

2096.1 
13.8 
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~ 

6479.7 
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29.1 

_:.,_~ :ill.:2. 

_hl 

II. I 
243.9 
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15.8 
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17.3 
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2989.1 
62.2 
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~ 
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35.6 
30.9 

....:!:.:.2 
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2.6 
345.9 
119.3 
16.4 

.--2.:.1. 

3336.6 3878 .1 4273.4 
60 .7 72.7 73.6 

810.8 907.5 1011.6 
81 . 8 89.8 83.4 

ill2.:.§. l~ 8554.9 

10865.7 12391.9 !l~ 
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43.2 
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47.6 

.:.L.~ .:..!b1 

11.8 

3.0 
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~ 
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9.1 
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24.5 
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.!§.L2. 
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29378 

~ 
502 

56 
___m 

40286 

649 
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13987 
___1§]_ 

.L2lli. 
5205 

74 
1192 

60 
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47347 
___ill 
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Income Statement 
Operating Income 27.3 5 .4 5.7 7.5 9.2 10.1 12.0 15.4 14.7 18.3 19.6 26.2 34 .2 43.3 53.9 67.2 78.9 92.6 108 . 1 125.8 IL•5.5 37.9 8o.o 224.8 550.9 

11. 2 2.5 2 . 7 3.0 3.2 3.5 4.1 5.4 6.5 7.1 7.5 9.2 10.4 11.4 13.3 16.6 20.1 23.3 27.2 31.0 35.3 14.9 30.6 60.9 136.9 Less : Administrative Expenses 
Charges on I BRD Loans 

Income Before Investment Gains & Losses 
Rea 1 i zed Cap i ta 1 Gains 

- ____,!±. ____,!±. ___& ...1.:.§. ....§.,Q ...1.& .!.!.:2. 1.§.:..2 22. I ll..:2. M J2.,!±. ll.& 42.2 !±.2.,1. ....§£& ~ ~ .l.!l.:J! ill..:1. 
lTI 2:9 3.0 4:5 6.0 6.2 7.5 9.2 4.4 5.2 4.3 5.5 6.9 "9.8 12.7 16.2 23.4 31.5 38.7 45.6 47.6 22.6 30.6 51.1 186. 8 

.9 .4 .3 .8 .3 .5 . 4 1.1 1.8 2.5 1.9 4.0 5.1 4.3 1.9 4.0 5.1 6.4 7-7 9 .5 12.5 2.3 7.7 19.3 41.2 

Provision for Losses ..J..:2.....1..&____:.2..J..,l~..1.:.1..1..:.Q....l.:.!±.....U.....l.:.Z...h<l~-g....§..,!! ....§.,Q~..J...:'l.l.Q.,_£.J.l:.2.lLQ~ ...1.:.1 .l1.:.Q ~ ....§2& 

NET INCOME 1.2..:2. :bJ: ~ ~ ~ :M ~ ~ :hl M ~ ~ :.M dd M ~ ~ ~ ~ ~ ~ M ~ ~ ~ 

MEMORANDUM ITEMS 
Number of Op.rationsY- IBRD 348 

- IDA _.12. 
- Tot a I 383 
- !FC m/ 68 

Amount of Commitments - IBRO-to Countries n/ 7122 
- IDA Credits - 495 
- IFC COITI11itments o/ 88 
-Total in Current-$ e/ ll!ti 
- Total in FY?Z COITI11.$ 

COITI11itment Deflator (FY?Z = 100) 
No. of IBRD/ IOA Proj. Under Supervls ion q; 
0 I sbu rsements - I BRD Loans r I -

- IDA Credits-
- IFC Commitments 
- Tota I in Current $ 

Net Disbursements s/ - IBRD Loans 
- - I DA C red i t s 

- Total in Current $ 
Net Transfer t/ - I BRD Loans 

- - IDA Credits 
- Total In Current $ 
- Total In FY?Z $ !!1 

Disbursement Deflator (FY?Z = 100) 
Borrowings by IBRD {new issues) 
Less : Debt Retirement 

Net Borrowing by I BRD 

Staff End Year ':!!./- Profess lona I 
- Non-Professional x/ 
- Total -
- % Increase 
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• 
!_/ ProjectIons assume: 

- Real growth In IBRD lending of 5% per year. 
- A sixth IDA Replenishment at the same real 

level as the Fifth Replenishment. 
- A long-term rate of inflation of 7'!. {see footnote 

u below). 
- A posit Tve spread between the lending rate and the 

cost of new borrowing (weighted by amount and 
maturity) of .50% in FY78-83. 

-A negative spread between the return on securities 
investments and the cost of new borrowing {weighted 
by amount and maturity) of .85% in FY78 and .65% 
in FY79-83. 

-Liquidity equal to at least 40"!. of the next 3 years 
borrowing requirements . 

-Terms of lending in FY?Z-78 of 3.8 years' grace, 
18 years' final maturity and equal semi-annual 
repayments of principal ; terms in FY79-83 of 4.3 
years' grace, 20 years' final maturity and 
annuity-type repayments of principal. 

-Annual transfers to IDA out of IBRO income of $100 
mi Ilion (including grants for agricultural research 
and onchocerciasis contro l ) from FY78 onwards. 

-A $30 to $40 bill ion IBRD General Capital Increase 
appears desirable. The projections assume a $35 
b i 11 ion I BRO genera 1 capita 1 increase subscrIbed 
in FY83-85, 10% of which is paid-in with usable 
paid-in capital increasing by $2.1 billion. 

b/ Amounts receivable from loans include undisbursed 
- portions. Loans guaranteed by Part I countries are 

Included in the Part I category. 
c/ Transfers to IDA out of I BRD net Income have been 
- charged to IBRO retained earnings, and added to IDA's 

resources In the year of authorization, i.e ., the 
year following that in which the income was earned. 

d/ Undisbursed amounts include both effective and non-
- effective loans of credits, excluding amounts sold 

or agreed to be sold. 
e/ IBRO funded debt includes delayed del iverles. 
f; The selective increases in IBRD subscriptions approved 
- in 1977 are expected to bring total IBRD Capital 

subscribed but not called to $35.3 bil lion (on the 
present valuation basis). 

g/ Inc ome from loans guaranteed by Part I countries and 
- from IBRD loans to IFC is Included in the Part I 

category. 
h/ IDA Unrestricted Subscriptions are contributions held 
- in non-interes t bearing notes and bank deposits. 

These amounts are irrmediately available for disbursements, 
but may not be Invested in securtties. 

i/ Amounts Receivable from Credits include undisbursed 
- port ions. 
j; Investment losses charged to Reserve Against Losses 
- total $6.2 million through FY76. 
k/ Assumes increase of $480 mi II ion in IFC capital In 
- five equal Installments in FY78-82. 
I I I BRD/ I OA number of operatIons is s hown exc I ud i ng 1 oans 

- to IFC and treating operations involving more than one 
loan agreement or both a loan and a credit as simply 
one I BRD operation. 

m/ IFC commitments exclude amounts of less than $100,000 
- representing overruns, exercise of stock options, 

pilot projects, and promotional activities . 
n/ IBRD loans to IFC are excluded {$ 100 million in each 
- of FY67 and FY70, $60 mi II ion in FY72, $40 mi 11 ion in 

FY73, $1 10 million in FY74, $50 million in FY75, $70 
mi 11 ion in FY76, $20 mi II ion in FY77 and $722 mill ion 
in the period FY78- 83. 

o/ Convnitments signed, before cancellation, and including 
- original participations. 
£./ The commitment deflator is derived from the disbursement 

deflator (see footnote u below) taking into account 
the normal lag between conmitments and disbursements. 

9./ Figures for all years except FY71-76 are estimated . 
r_! Disbursements by I BRD to I FC and past borrowers are 

excluded. 
s/ Disbursements to current borrowers less repayments 
- of principal by current borrowers to IBRD, IDA and 

purchasers of loans and credits. 
t/ Net Disbursements less loan and credit charges paid 
- by current borrowers to IBRD, IDA and purchasers of 

loans and credits. 
u/ The disbursement deflator translates disbursements 
- into constant FY?Z purchasing power. The deflator 

is based on export price indices of machinery and 
equipment from major OECD countries together with a 
component for freight costs . Present expectations 
are that future inflation rates will remain 
significantly higher than prior to 1974. 
In these financial projec tions, the annual 
changes in the index assumed for future years are 
as follows : 

.£L. Annua I Rate of lnflat ion 

1978 7.1% 
1979 7.8% 
1980 7. 5% 
1981 7. 0% 
1982 7.0% 
1983 7. 0% 

v/ $797 mill ion of the borrowing planned for FY?Z was 
- advanced to FY76 and $800 million planned for FY78 

is to be advanced to FY77. 
w/ Does not inc 1 ude positions for re imbu rs ab 1 e techn i ca I 
- assistance programs. 
'!:_/ Does not include locally-hi red staff in field offices. 

p & B 
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ISRD Subscribed ~tal Re_g_~i rements _~~<!.E:_'::_.A~ ternative Assumptio~ 
(current $ bi 11 ion) 

A. A 1 tern at i ve Assump!_i ons Regarding Frequen<:Y, 

___ Corni!l i t me nt Grm"th R.a te (Rea 1) 

Capital Sufficient to 
0% ..2&___ 5% 7% ~ 

Sustain G rm'Vth Through 
FY83 19 25 30 35 41 
FY84 [ 25] 32 38 46 55 
FY85 . [ 31] 39 48 59 [ 69 ] 

Other assumptions: (i) "non-disruptive adjustmen t" interpreted as a 
decline of 6% in nominal ter.ns each year for 
four years. 

(ti) . long-term inflation rate assumed to be 7% per an num 
(iii) repayment terms: grace period 4.3 years 

fi~al maturity 20 years 
amortization - annuity pattern 

B. Alternative Assumpti<?_n Regard~-~Non-Disruptive Agj_ustment11 

Interpretation of "Non-Disruptive Commitment Growth Rate (Rea 1) 
Adj us tmen t 11 (Peak Year = 1 00) 00/o .3X_ 5% Tf~ :ric 

Y r 1 Yr 2 Yr 3 Yr 4 ~:t s~q. 
100 100 100 100 25 33 39 46 53 
94 88 82 76 19 2.? 30 35 41 
92 84 76 76 18 24 29 35 41 
90 80 80 80 18 24 29 35 41 

Other assumptions: (i) capital sufficient to sustain growth through FY83 
(ii) long-term inflation rate assumed to be 7% per 

annum 
(iii) repayment terms: as above 

\ 
I 
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c. 

Grace 
Period 
3.8 
4.3 
4.3 
4.3 
4.3 

- 2 -

Alternative Assumptions Regarding Repayment Terms 

Final 
Maturity 

18.0 
18.0 
18.0 
20.0 
21 . 5 

Method of 
Amortization 

EPP 
EPP 
Annuity 
Annuity 
Annuity 

~ommitment_Growth Rate (Real) 
00/o __l%_ - 5% _J_%_ ~lo 
11 16 20 24 .29 

[12] 17 . 21 25 [30] 
[~7] 21 25 30 [35] 

19 25 30 35 41 
[23] 28 33 38 45 

Other assumptions: (i) capital sufficient to sustain growth 
· through ·FY83. 

(ii) long-term inflation assumed to be 7% per annum 
(iii) "non-disruptive adjustment" interpreted as 

a decline of 6% in nominal terms each year 
for four years. 

\ 
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• Extract from Secretary Vance's Speech to CIEC, May 30, 1977 7 

WE BELIEVE THE INDUSTRIALIZED COMMUNIST COUNTRIES 

ALSO SHOULD INCREASE THEIR DEVELOP.MENT ASSISTANCE. . WE 

ARE PREPARED TO JOIN WITH THEM IN SUCH ASSISTANCE, w~EN 

sc-. 
AND WHERE THEY ARE WILLING TO DO ~. 

WE SHOULD AGREE HERE TO SUPPORT A SUBSTANTIAL INCREASE 

IN THE GENERAL CAPITAL OF THE INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT. SUCH AN INCREASE WOULD 

NOT ONLY PERMIT THE WORLD BANK TO EXPAND ITS NO~~L 

LENDING IN REAL TERMS. IT ALSO WOULD ENABLE THE BANK TO 

UNDERTAKE NEW PROGRAMS IN AREAS OF GROWING IMPORTANCE 

--ENERGY, RESOURCE DEVELOPMENT, AND COMMODITY 

DIVERSIFICATION. 

THE DEVELOPMENT OF LOCAL OIL, COAL, GAS, AND OTHER 

ENERGY RESOURCES IN DEVELOPING COUNTRIES POOR IN ENERGY 

WILL HELP EASE THE RISING FINANCIAL BURDEN OF HIGH-PRICED 

/OIL IMPORTS. THE UNITED STATES 



WORLD BANK /IN1Efn..JA f!ON;\_ F N/f~r. c (;r)RPOHf\ :ur.J 

OFFICE MEMORANDUM 
·ro: Mr. Ha 1 F. Reyno 1 ds, Executive Director DATE: May 20, 19 77 

FROM: 0. Joseph Wood, Assistant Oi rector, P&B 

SUB.J ECT: Trea s ury Request for Information on IBRD Financial Projections 

Please find attached the items of information requested in the 
second part of Mr. Thomson's memorandum of April 4th and discussed in our 
meeting with Mr. Thomson and Mr. Frederick on April 28th. They follow the 
sequence set out in Mr . Thomson's memorandum; namely . 

Response to Question A. The division of future IBRD com­
mitments between middle income and the poorest countries. 
The classification of countries into these two categories 
follows the Role of the Bank paper. 

Question B. Distribution of future borrowing by currency. 
We agreed on April 28th not to pursue this item. 

Response to Question C. Projections of returns on various 
1BRD assets and 1 labilities. 

· Response to Question D. As agreed at the April 28th meeting, 
two items of information are being supplied. The first item 
shows the approximate distribution of total project financing 
separately for the IBRD and IDA over the last few years. You 
will note that not all IBRD loans are covered in this table. 
The second item provides material which can be used to estimate 
the outer limits for sales of participations . in IBRD loans to 
commercial banks. 

I believe this information now covers all pending requests from the 
Treasury concerning IBRD financial projections. If this is not the case, or 
if there a re nev-1 requests, please let me know. 

Attachments 

I 

\ 
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Response to Question A 

IBPJ) Lending hy Income c~tegorv FY 78- ,5 ~/ 
($ millions) 

FY78 FY79 FY80 FY81 

Poorest Countri es 783 7. 89 8L10 88 7 
~1iddle I ncome Countries 4077 4528 5182 5799 
High Income & Oil-Export i ng 

Countries 1240 1483 167 8 1814 

Total 6100 6800 7700 850C 

Effect of Short~ning -~ turities for 
't-'!iddle Incoir.e Countries ty 25% 

FY78 FY79 FY80 FYSl 

Increase in Loan Re payments 
Reduction in Net Income E._/ 

Net Effect on Cash Flow 

FY82 

945 
6402 

2153 

9500 

F'!82 

58 

58 

FY83 FY84 

1055 1131 
7250 7755 

23~5 251Lr 

10650 llL100 ---

FY83 pyo4 

168 309 
1 2 

167 307 

FY85 

1 210 
8279 

27 2 

122 ·0 

FYSS 

491 
3 

488 

a/ Af3 shmvn in Annex Table 1 to "Future Role of tl e T·Jorld Bank and its Associ a tee. 
Capital Requirements'' (R77-18, da ted January 31, 1977). 

E._/ Calculated by applying the spread of .5 0% between t he assumed lending rate on 
ne'tv lending (9. 00% ) and the assumed aver<1ge cost of ne\v borror, ing (8. 50%) to 
the reduction in average disburse<:i loans Hhich '{,,rould result from shorter 
maturities. Ignores secondary effects on liquid holdings and retained earnings. 

, 

\ 

. . . 
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Response to Question C 

IBP~ Financial Indicators: FY78- 85 ~/ 

Kev Interest Rates (%) 

FY78 FY79 FY80 FY81 FY82 FY83 FY8t._ FYSS 

Lending rate 1?_1 9.00 9.00 9.00 9.00 9.00 9.00 9. 00 9.00 
Average ~eturn en c::_t.;btlrsf:( 

leans 6.85 7.30 7.66 7.90 8.14- 8 .40 8.55 8 . 60 
F-e turn on ne''' dishur.ser:en ts 8.25 8 • .52 8. 70 8:81 ·s. 90 8.94 8.95 8 . .~9 
Return on lic;uid assets b/ 7. 85 .7. 85 7. 85 7.85 7.85 7.85 7.85 7. 85 
Average cost o f ne·H . borro ·i:--~; .£/ 8.50 8 .50 8.50 8.50 8.50 8.50 8.50 . 8 . 50 
Average cost of outstanc!ing 

debt 7.48 7.77 7.90 8.01 8.14 8.28 8.36 8.40 

a/ Based on the projections show·n in Annex Table 1 to "Future Role of the World Bank 
and its Associated Capital RequireT.en ts 1

' (R7i-18, dated January 31, 1977). 
E_/ Basic assump tion for financial project-ions. 

, 

\ 
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Response to Quest ion D 

• 

f tem. I .. 

• 

SOU RCE$ OF F !r~f,: lCE FOR ~:or~ LD CAt~K GROUP P~OJICTS 

Total prcjcct costs, and therefore sources of finance, canr.ot 
usefully . be calculated for 18RD ~nd IDA projects in such fields as: 
agricultural credit, technic~l assistance, develop~ent finance conpanies, 
progra~ lending, a nd s ec tor loans r.adc in support of large on~oing ou~l ic 
sector invest rr:e nt pros r ams . !he table ther eFo re s h o-.-1s in 1 ir.cs 1 and 6 
lending by l ER D (includi ng Third ~indow in FY 76 ) and IDA only for projects 
in ot her fi e lds, whe re tot a l proj~ct cost s can be assess ed. For these 
projects, 1 i nes 2 and 7 s he·(; cof i nan c i ng by other externa 1 "sources of 
finance, 1 ines) and 8 sho'" t he contribution made by the goverr: r.e~t or 
other dor.~estic sources of fi nar.ce , a nd lines 4 and 9 sho\-J tot~d projec~ 
cost~. lines 5 and 10 sho·.-~, pro r:e:-:-0ri a , · lending for the purposes 1 iste:d 
~bo'ie, v:hich are not co ve r e d ~y 1 i r. e s 1 and 6. The. sar.1e pro!Jlc:-:1 does 
not"arise with IFC invcstGen ts, where · the size of the total project is 
always i den tifi able. Lin es 11 to 14 show the composition of fin2ncing 
since FY73, when data on this were fifst compiled. 

FY.70 FY71 FY72 FY73 FY74 FY75 FY76 ---n- -- --$millions) 
IBRD Lending 

1. IBRD l1Projcct 11 Loans 1014 1439 1245 17.1+3 2538 zc<!J 
.,;.,; •. 3661 

2. Cofin2nci ng . 303 227 347 361 S57 C?-.,;-/ 1348 
3 • . local Contribution 1065 1572 1582 23C8 3133 ~ C•!: 4 5035 

: · ·4. Total Cost of Projects 
5. Other IBRD Loans 

23 ~2 

~ 
3238 
~2 

317"4 ~~1 2 

liT 3C8 
g-::-w:- ---- 18'5~ .... ",. I- . -. .../_1 ..... ..,., .... , .,., 

661 ~ 5 "'"' ._...., 131G 

IDA Lending 

6. IDA 11Project11 Credits 
1. Cofinancing 
8. Local Contribution 
9. Total Cost of Projects 

10. Other lOA Credits 

IFC Investments 

• 11 • I FC I nves tmen t s 
• 12. Other Externa l Finance 

13. ! Local Contribution 
14. - Total Costs of Projects 

' 

. . 

368 343 668 
118 23 207 
381 199 497 
867 5b5 1372 
238 2Lif 332 

: . . 

859 701 . 
213 28lf 
857 705 
~ I _, :>.,., 16~<> 
-498 394" 

1~7 203 
134 269 
200 30j 
~tiT . l7S 

p & B 
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1052 1055 
262 265 

1"'.'"1:) 
'-'I~ 938 
~ 
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Response to Question D 
Item 2. 

Limits to Cotr'!:lerci.nl Rank Pctrticipation i.n IBRD Projects 

Commercial b iJ,nks typically do not lend for m.3.tt:rities of more than 
5 to 7 years. Thus, an upper limit for commercial bank participation in IBRD 
projects is set by the amount of repayments falling due within seven years 
from the date of commitment. As t he t able belmv s hc~.;s, the r.:axir..ur.-1 perc.enta ;:!e 
of origi nal anour.t 'tvhich mi zht be s ubject. to ~-!.--.. : - ti.cipc. t~ i r:- r: s ' much g .:e~t.: er un<~ ,--.; r · 
the present repayment terms t han was the case prior to FY77~ i.e. about 17% 
is repaid i n t he fi rst s even years ccrrn ~ red to 6 i~ previ ousl 7

• I n FY77, this 
t heoretical l i!!',i t t o .'•C1 rti. c j_•;at~. 0'·l~ Woul d be abou t · $97 0 , .illion . r~, t H': llv ~ 

the amount of this lending which might be financially attractive to comrJercial 
banks is ccL~i erably l ess . 

Year 
Year 
Year 
Year 
Year 
Year 
Year 
Ye~.r 

Year 
Year 

c-umul ative Percentage o f Ori ginal lm~ount Re pai d 

of Cmnmi tmen t 
2 
.3 
4 
5 
6 
7 
8 
9 
10 

"Typical" Tert:ls_ 
Prior to FY77 /a 

0.7 
2.8 
6. n 
9.5 

13.3 
17.5 

FY ..., -, 
I 1 

Tenr.s £E_ 

0.2 
3.7 

10.0 
17.2 
24.4 
31.6 
-38.8 

/a Prior to July 1, 1976, terms of IBP~ lending varied .by sector but were 
influenced to a small degree by country consicerations. The weighted 
avera.8e for all sec tors and countries over trf FY71-76 period was a grace 
period cf about 5 years and a final maturity of about 21 yea rs. Repuy~ent 

schedules on all loans were bas"ed on annuity-type amor-tization of principal. 
ll!... Present terms vary by · GNP pe.r C.flpita of the borrovTing country. The weighted 

average for all countries is a grace period of 3.8 years, and a final 
maturity of 18~0 years. All bofrowers repay principal in equal semi-annual 
installments. 

, 
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WORLD BANK I INTERNATIONAL FINANCE" CORPORATION 

May 10, 1977 

• 

Mr. McNamara: 

Only a minor suggestion: could the 

beginning of paragraph 3 read "In view 

of these developments I believe the 

Executive Directors would now wish to 

consider •••• " 

P. N. Damry 
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At their meeting on March 8th the Executive Directors of the Bank 

agreed that June 1978 would be appropriate as a final target date for 

completing discussions on the future role of the Bank and its associated 

capital requirements. It was recognized that these discussions would need 

to begin promptly and to be pursued vigorously in order to reach agreement 

on, or if possible even before, June 1978. There were differences of 

opinion on how and, more particularly, when to arrange these discussions, 

though there seemed to be general agreement on the desirability of completing 

at least one round of discussions before the Annual Meeting. 

In the past few days there have been several important meetings at 

which the subject of the Bankts capital requirements has been discussed. 

Representatives of the developing countries, meeting as the Group of 24 

prior to the Development Committee session on April 27th, issued a statement 

in which they urged that "the capital of the World Bank and the regional 

development finance institutions should have a sizable increase••. The 

heads of state of seven major developed countries and the President of the 

European Community also addressed the Bank's capital requirements in the 

communique issued at the conclusion of their meeting in London on May 8th. 

They expressed support for the World Bank and stated that its general 

resources "should be increased sufficiently to permit its lending. to rise 

in real teX'Jils '' • 

In view of these developments it would seem desirable for the 

Executive Directo~s to consider at an early date the specific features of 



- 2 

• a capital increase for the Bank which would be adequate to support the 

lending objectives endorsed by both its developing and developed member 

countries. Particular attention might be paid to the terms, conditions 

and timing of a General Capital Increase as set out in Sections 6 and 7 

of· the January 31st memorandum on the "Future Role of the World Bank". 

The timing of these discussions can be flexible, to suit the -convenience 

of the Directors. One set of dates which could be considered would be to 

begin on July 7th with a discussion of the frequency of future _capital 

increases for the IBRD and of the interpretation to be given to the notion 

of "non-disruptive adjustment" in planning for future capital increases. 

Consideration of the topics raised in Section 6, leading to a tentative 

conclusion regarding the amount of the increase, would then continue on 

July 12th with a discussion of the planning -assumptions to be used with 

respect to inflation and the repayment terms for future IBRD loans. On 

July 14th, the issue of voting rights and Board representation for the 

developing countries could then be taken up. It would be understood that 

discussions on,~ each of these topics would continue ·until the views of all 

member countries had been fully stated and explor~d. Discussions of other 

relevant issues raised in the "Future Role of the World Bank" paper could 

commence ~ediately after the Annual Meeting ·· against the background of 

what would then hopefully be an emerging consensus on the terms, conditions 

and timing of a specific capital increase for the IBRD. 

I 
I. 
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At their meeting on March 8th the Executive Directors of the Bank 

agreed that June 1978 would be appropriate as a final target date for 

completing discussions on the future role of the Bank and its associated 

capital requirements. It was recogn"ized that these discussions would need 

to begin promptly and to be pursued vigorously in order to reach agreement 

on, or if possible even before, June 1978. There were differences of 

opinion on how and, more particularly, when to arrange these discussions, 

though there seemed to be general agreement on the desirability of completing 

at least one round of discussions before the Annual Meeting. 

In the past few days there have been several important meetings at 

which the subject of the Bank's capital requirements has been discussed, 

Representatives of the developing countries, meeting as the Group of 24 

prior to the Development Committee session on April 27th, issued a statement 

in which they urged that ''the capital of the World Bank and the regional · 

development finance institutions should have a sizable increase''. The 

heads of state of seven major developed countries and the President of the 

European Community also addressed the Bank •·s capital requirements in the 

communique issued at the conclusion of their meeting in London on May 8th, 

They expressed support for the World Bank and stated that its general 

resources ''should be increased sufficiently to permit its lending to rise 

in real terms", 

In view of these developments it would seem desirable for the 

Executive Directo1:s to consider at an early date the specific features of 



• 

- 2 

a capital increase for the Bank which would be adequate to support the . 

lending objectives endorsed by both its developing and developed member 

countries. Particular attention might be paid to the terms, conditions 

and timing of a General Capital Increase as set out in Sections 6 and 7 

of the January 31st memorandum on the "Future Role of the World Bank". 

The timing of these discussions can be flexible, to suit the convenience 

of the Directors. One set of dates which could be considered would be to 

begin on July 7th with a discussion of the frequency of future capital 

increases for the IBRD and of the interpretation to be given to the notion 

of "non-disruptive adjustment" in planning for future capital increases. 

Consideration of the topics raised in Section 6, leading to a tentative 

conclusion regarding the amount of the increase, would then continue on 

July 12th with a discussion of the planning .assumptions to be used with 

respect to inflation and the repayment terms for future IBRD loans. On 

July 14th, the issue of voting rights and Board representation for the 

developing countries could then be taken up. It would be understood that 

discussions on,"each of these topics would continue until the views of all 

member countries had been fully stated and explored. Discussions of other 

relevant issues raised in the "Future Role of the World Bank" paper could 

connnence ~ediately after the Annual Meeting ·. against the background of 

what would then hopefully be an emerging consensus on the terms, conditions 

and timing of a specific capital increase for the IBRD. 



W0~1LD BANK I INTERNATIONAL FINANCE CO~PORAT I ON 

OFFICE MEMORANDUM 
• TO: Files DATE : May 5, 1977 

FROM : David Bock, P & B 

SUBJECT: ·us Treasury Requests for Financial Projections 

1. On April 28th, ~oe Wood and I met with Hal Reynolds and two 
representatives of the U.S. Treasury: Dick Erederick and Bill Thomson. 
Peggy Gonzales was also present. The purpose of the meeting was to 
discuss the Treasury's request for information about IBRD finances. We 
had previously responded in part to the Treasury's requests (see Joe 
Wood's memorandum to files of April 27) and gave them two additional 
pieces of information at the meeting. These were: (a) a table showing 
IBRD financial indicators under various assumptions as requested in 
Mr. Thomson's memorandum of April 20th (copies attached); and (b) a 
graph of some of the information we had previously provided (copy attached). 

2. The meeting was mainly taken up with a discussion of some of the 
technical details of the Bank's finances. Neither Mr. Frederick nor 
Mr. Thomson seemed terribly familiar with the financial policies and 
structure of the Bank. They indicated that they were attempting to put 
the basic analyses and information in place in preparation for negotiations 
on the General Capital Increase. Mr. Frederick also stated that the over­
all study of the U.S. relationships to the IFis would be carried out by 
a separate group in the Treasury. 

3. We also went over the remaining items of information that had 
been requested. Most of these are nearly complete and will be sent to 
Mr. Reynolds in the next few days. These include: 

a. Br-eakdown of lending between poorest and middle-income 
countries. 

b. Cash flow effects of shorter maturities for middle­
income countries. 

c. Average and marginal interest rates on loans, borrowings, 
equity and liquid holdings. 

d. Historical information on cofinancing. 

4. The Treasury staff agreed not to press for a breakdown of IBRD 
borrowings by market and maturity from 1980 to 1995. He also pursuaded them 
that it was impossible for us to estimate the potent ial for comrnerical bank 
co financing. 

5. With regard to potential IBRD financ i ng of energy and mineral 
development, we told them that this would be provided in the so-called 
"Goodman Paper" on the International Resources Bank. 

Attachments 

/ 
cc: Messrs. McNamara, Knapp 

Cargill/Goodman, Stern, Gabriel, Adler, Wood 
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FROM 

op·rrotfAL ,-orrM NO. 10 
.. ~~.v . J !IIJ 2 r·r;l ·r•or: 
G~A fl'Mit (~I ern) tOt·t Le 

UNIT£;0 5T /, TCS GO\'[ k1'~MENT 

lli 1-etyv> U".IJ.-?()'1)/ J l'f fJ I :J/l-1 Vl. j i (; t VJJ. (j\_.,0 vv. J {J 

Mr. Hal Reynold~, . 
.·· / Richard Frederi'q1\: 

\ 

. /.-n-
William Thomson ;'\.·':; ?:---5 

Dcrartmcnt of the T r~ ·· :.UIY 

Washington, D.C. 20220 ---------- ..... --. - .. 

SUBJECT: Information . Required from \·Jorld Bar.J: for Capi to.l Incree1.se 
Study 

COt0-10~ 

In order to follow-up the previous request to the 
World Bank it is now appropriate to consider some indiviJual 
cases in more depth. Ho\·Jever, before pursuing these rc.qt.1.CS ts 
we would like results similar to those contained in Nr. \.Jood' s 
memorandum of April 12, 1977 for a $4-0 billion capital 
increase. 

This information will allow us to define the outer­
boundaries of hou long t~e capit;-~1 inc:r.case will lc~s t, 
until the Article III constraint is met. 

The Bank's financial indicators over tj.me are now 
sought incluuing: 

1. IBRD: Net Income, Reserves, Reserves/Disbursed Loans, 
Usable Equity, Usable Equity/Disbursed Loans, Interest­
Coverage Ratio. 

2. IBRD: Lending rate, Average· interest rate on disbursed 
loans, average total cost of fu~ded debt, average · 
cost of ne\v borrovJings, average. rt:tu:r:n on inv(~st.mer:t. 

The information is requi)~ed fo ~,~ the folJ o\·ri.ng re;)~·e - · 
sentative capital incr0ases, using the bas ic 5% real . 

. growth in lendin~. 

1 . $10 bill:i.on \;::i.th 10% p.:::i.d-- ::.~ 1 can i . t rd . 
2 S'. 0 " . ) - . \·ri .. th 1 (, '/~ • 1 

~L.l'1 '--~ z...: !_) i r-~ ,~ 
, . 't .) D 1. .1 :.1. 0:.-: r: (", :;,_ cl- .i.. 

" S30 b:i.I J j_ ()II \·d.t h 0~~- pa i (.~ -- :~ .,., c :.~ (> :;. t (1 J. .) . ,, :I Q bilJion v:-5. L.h (! '/. p~~ :i .d .. cn. p i t.::1 .i. . ~ ~ ~ l ~-
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Financinl Indicator Projections 
(millions and %) 

FY80 FY81 FY82 FY83 FY84 FY85 FY86 FY87 FY88 FY89 FY90 FY91 FY92 FY ~}3 FY94 FY95 

Basic Assumptions 
Lending Rate 9 9 9 9 9 9 9 9 9 9 9 9 9 9 9 9 
Cost of New Borrowing 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 8.5 
Return on Investments 7.85 7.85 7.85 7.85 7.85 7.85 7.85 7.85 7.85 ' 7 .85 7.85 7.85 7.85 7. 35 7.85 7.85 
Avg. Interest Rate on Dish. Loans 7. 6.,6 7.90 8.14 8.40 8.55 8.60 8.73 8.78 8.85 8.88 8.93 8.95 8.99 9.1)0 9.00 9.00 
Avg. Cost of Funded Debt 7.90 8.01 8.14 8.28 8.J6 8.40 8.42 8.45 8.45 8.46 8.47 8.49 8.49 8. 50 8.50 8.50 

Alternative CaEital Increases 
A. $10 billion, 10% paid-in 

Net Income 371 418 462 527 582 673 757 826 931 1016 1134 1226 1350 1515 1649 1801 
Reserves 2842 ' 3159 3522 3949 4431 5004 5661 • 6387 7218 8134 9168 10294 11544 1291.9 14498 16199 
Usable Equity 6196 6513 6875 7536 8251 9058 9715 10441 11272 12188 13222 lfl348 15598 170·)3 18552 20253 
Interest Coverage Ratio 1.18 1.17 1.16 1.16 1.15 1.15 1.15 1.14 1.14 1.14 1.14 1.13 1.13 1.13 1.12 1.12 
Reserves/Dish. Loans 10.8 10.3 9.9 9.7 9.5 9.4 9.3 9.4 9.4 9.5 9.5 9.6 9.6 9.5 9.5 9.5 
Usable Equity/Dish. Loans 23.6 21.2 19.4 18.5 17.7 17.0 16.0 15.3 14.7 14.2 13.7 13.3 12.9 12.5 12.2 11.'9 

B. $30 billion, 10% paid-in 
Net Income 371 418 462 548 646 783 898 937 1098 1198 1332 1442 1585 1760 1927 2104 
Reserves 2842 3159 3521 3969 4516 5199 5997 6877 7874 8972 10204 11546 13031 14691 16518 18522 
Usable Equity 6196 6513 6875 8023 9270 10653 11451 12331 13328 14426 15658 17000 18485 20145 21972 23976 
Interest Coverage Ratio 1.18 1.17 1.16 1.16 1.17 1.18 1.18 1.18 1.17 1.17 1.17 1.16 1.15 1.15 1.15 1.14 
Reserves/Dish. Loans 10.8 10.3 9.9 9.8 9.7 9.7 9.8 10.1 10.3 10.4 10.6 10.7 10.8 10.8 10.9 10.9 
Usable Equity/Dish. Loans 23.6 21.2 19.4 19.7 19.9 20.0 18.9 18.1 17.4 16.8 16.3 15.8 15.3 14.9 14.5 14.1 

c. $30-40 billion, 0% paid-in 
Net Income 371 418 462 517 550 617 687 750 848 925 1035 1118 1232 1377 1510 1649 
Reserves 2842 3159 3521 3939 4389 4907 5493 6143 6890 7716 8651 9669 10801 12078 13488 15037 
Usable Equity 6196 6513 6875 7293 .7743 8261 8847 9497 10244 11070 12005 13023 14155 15432 16842 18391 
Interest Coverage Ratio 1.18 1.17 1.16 1.15 1.14 1.14 1.13 1.13 1.13 1.13 1.12 1.12 1.12 1.12 1.11 1.11 
Reserves/Dish. Loans 10.8 10.3 9.9 9.7 9.4 9.2 9.1 9.0 9.0 9.0 9.0 9.0 8.9 8.9 8.8 8.8 
Usable Equity/Dish. Loans 23.6 21.2 19.4 17.9 16.5 15.5 14.6 13.9 13.4 12.9 12.5 12.1 11.7 11.4 11.0 10.7 

p & B 
4/28/77 
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RELATIONSHIP OF DISBURSED LOANS AND 
STATUTORY LIMIT UNDER ALTERNATIVE ASSUMPTIONS: FY84-95 

$130b 

$120b 
DISBURSED LOANS 

$I lOb Statutory Limit:~/ 

$100b 
With $40 Billion Increase 

$90b With $30 Billion Increase 

$80b 
WIth $20 Bi II ion Increase 

$70b 

With $!0 Billion Increase 

$60b 

$50b 

FY 84 FY85 FY86 FY87 FY88 FY89 FY90 FY91 FY92 FY93 FY94 F~95 

2._/ The solid line represents the statutory limit . for each subscribed capital increilse assuming a 5% r e al gr01-1th In lending ,lnd 
th<.tl fffo {Jf Lhc i11crease 1!> paid-ln. The upper boundary In each case assumes IO'io of the increase is paid-in, about 70"/o of 
which is usable for lending by the Bank. The lower boundary assumes ~lo paid-In and 3% real arowth In 1 - - ~· 
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