THE WORLD BANK GROUP ARCHIVES
PUBLIC DISCLOSURE AUTHORIZED

Folder Title: IBRD General Capital Increase - Correspondence 01
Folder ID: 1201403

ISAD(G) Reference Code: WB IBRD/IDA 03 EXC-10-4539S
Series: Subject files

Sub-Fonds: Records of President Robert S. McNamara

Fonds: Records of the Office of the President

Digitized January 15, 2013

To cite materials from this archival folder, please follow the following format:
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level

Label as applicable], World Bank Group Archives, Washington, D.C., United States.
The records in this folder were created or received by The World Bank in the course of its business.
The records that were created by the staff of The World Bank are subject to the Bank's copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.

oa 2’1)
At

THE WORLD BANK
Washington, D.C.

© 2012 International Bank for Reconstruction and Development / International Development Association or
The World Bank

1818 H Street NW

Washington DC 20433

Telephone: 202-473-1000

Internet: www.worldbank.org

PUBLIC DISCLOSURE AUTHORIZED



0
A *'t! i1 II\' i a‘ R

-hives 1201403

A1995-256 Other#. 2 3096588
IBRD General Capital Increase - Correspondence 01

PSR

e e



TO:

FROM:

SUBJECT:

WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

Mr. McNamara DATE: Seppember 20, 19Y9
. |  WBG .
P. N. Damry gd‘!)Ja“ﬂﬁ*l Trrfsiﬁ
/ fr1e. 3 /hﬁi_% .
General Capital Increase -- Status and Forecast of Voting 9?CFHV§;!- .

‘*;ffﬁh /{/

4 Appended-;;II§>will show the position as on the 16th, Septembe:¢ Y,
Two votes have-ecome-in since then from small members. G

Our strategy was to get the Executive Directors to move their |
governments as far as possible to vote immediately and, as the next be
course, to secure the authority of their cabinets to communicate their
votes to the Executive Directors at Belgrade; failing that,to make a
strong statement in support, when addressing the plenary. All the
Executive Directors have taken steps to remind and in many cases to S/
maintain strong pressure on their Governors. This is clearly having
good results with the smaller countries but, on the best estimate, it
is clear we shall not have our 75 percent at Belgrade. The following is
the constituency-wise position and forecast:

UK =-- Executive Director has been in touch again yesterday, but as of
today, no reactions received. It can safely be predicted that
the UK vote will be in by the end of December.

Germany -- Kurth telephoned again yesterday. The matter is still with
Mathoeffer. Kurth was a little suspicious that there might have
been some hitch, but has no evidence that there is and is still
hopeful of an early vote.

France =-- Mrs. Parent told me this morning very unofficially that she
had Paris on the phone and there is some hope that the vote might
be received before Belgrade.

Japan -~ I sounded the Alternate cautiously yesterday. He still believes
the matter to be between Treasury and Legal and could offer no hope,
although he said everyone was doing his best. It appears that
Murayama, lately Executive Director, will have a great deal to do
with the recommendations to the Minister. My personal fear is that
having been responsible for the statement that the Governor would
only vote in certain circumstances, Murayama may be afraid of loss
of face if the Governor acted now, and therefore personal and not
merely technical or administrative factors may operate. Aloo. ﬁtu*uu‘ Asesq
har Fourt nacovirid finme Autotsemina , hasicp btsss o hrnflfat
Remaining Part I Constituencies et AN v A PTesty Yashn wsbbssy 1 detag .

Drake -- Routine reminders have been sent by the Alternate and Drake had
promised personal intervention. He has been away for some time
and does not expect to hear anything authoritatively until he
reaches Belgrade, but he was dubious about a vote before Christmast,au (amuds,
The vote of the rest of the constituencies including Ireland seems
to be held up only for administrative reasonms.



Mr. McNamara -2 - September 20, 1979

Looijen —- The votes of Netherlands and Yugoslavia are in. 1Israel has
told us directly that they have the matter under close considera-
tion. It is unlikely that we shall have the rest of Looijen's
constituency voting at or before Belgrade.

o

de CGroote -- Luxembourg and Turkey have voted and Austria was rep
by Sutter to be about to vote. Mr. de CGroote has given Mr. Qureshi
some indication of the timing of the Belgian vote which I gathered

from Sutter might take a little time because of a comprehensive
review of aid programs.

Lundstrom (Nordics) -- Has reminded by cable and is going to Stockholm
shortly. Sees no reason why they should not vote at or before
Belgrade.

Rota —— Is calling i%E'Minister again today and hopes to get a favorable
response very early. Greece and Portugal may be slower.

Keany -- Has maintained considerable pressure and is again contacting
Canberra today but cannot estimate the time.



Part II Constituencies

Narasimham: India and Bangladesh voted and Sri Lanka shortly would

Mayobre: This constituency is generally late in voting and only two out
of eleven have voted but pressure is being maintained and we
may hope to secure most of the votes by the end of the Annual
Meetings. The Latin American Governor making the common
speech is being urged to make a strong statement in support
of the increase.

El-Naggar: The smaller countries and Egypt and Pakistan have voted but
but he is in touch with Saudi Arabia, Kuwait and United Arab
Emirates advising that as a case has to be made out for
special increase for these countries, they should lose no
time in showing their support for the Bank,

Zain: Is hopeful of getting Malaysia's and Indonesia's votes soon
but is unable to forecast about the others.

Madinga: Good progress: 12 out of 18 in his constituency have voted.
Razafindrabe: This is another slow constituency but already 8 out of 21

have voted and he expects the rest by the end of the Annual
Meetings.

Mapa: Philippines have voted, but is not sure about Colombia. I
am speaking to Kafka about Brazil,

Belkhodja: Has sent routine reminders/but is being pressed.

Sola: Hopes to get his votes in the Annual Meetings.

Of the unrepresented countries, China and Cape Verde have voted
and I hope to get the South African vote by contacting the Governor in
Belgrade, Nicaragua may be at the meeting and I will talk to the Governor ,
but Kampuchea may be written off.

It will help greatly if the Regional Vice Presidents and other
members of the President's Council tackle the Governors who have not voted,
provided Japan can be got to vote, e should have 757 safely in hand before
January 1.
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1979 CAPITAL INCREASE

Votes received to September 7, 1979

Bangladesh
Cameroon

Cent. Afr. Empire

China
Costa Rica

Egypt
Ethiopia
Gabon
Guyana
Honduras

India
Jordan
Kenya
Korea
Lao PDR

Lebanon
Lesotho
Luxembourg
Netherlands
Pakistan

Paraguay
Singapore
Solomon Is.
Tanzania
Turkey

Yemen Arab Rep.

1,492
450
350

7,750
357

1,900
364
370
421
334

11,583
437
650

1,556
350

340
293
547
7,929
2,769

310
570
267
600
1,536

335

After September 7, 1979

Philippines
Niger

Cape Verde
Botswana
Bahrain
Senegal
Swaziland
Zambia

Chad

Guinea
Malawi
Sierra Leone
New Zealand
Liberia
Bolivia
Ecuador
Togo
Yugoslavia
Western Samoa
,Upper Volta
ey .

1,965
350
266
293
413
612
318
898
350
450
400
400

2,057
463
460
618
400

1,428
267
350

45,825
46,175
46,441
46,734
47,147
47,759
48,077
48,975
49,325
49,775
50,175
50,575
52,632
53,095
53,555
54,173
54,573
56,001
56,268
56,618
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Sep._16, 1979
% of Firz [ % of Firn
Voting|Executive Vote Voting|Executive Vote
Power | Director Chnstituency |Received|| Pover | Director Constituency |[Receivec
22433 |Fried U.s. Yo || 3.5k |Zain Burma . Fo
B.ik |Ryrie U.K. Yo Fiji L Ko
5.T4 |Kurth Germany No Indcnesie * {., No
4,19 |Mentre de Lcye|France Yo Leo FDR = |¥es
L.4k3 |Moricka Jepen Tio Meleysia Ko
" o Nepel Fo
.84 |Drake Bahemas Mo Singapore Yes
Berbados No Theiland Ko
Caneda No Viet KNam lio
Grenada Ko .
Guyana Yes 3.1k  |Madinge Botswana Yes
Ireland No Burundi Kc
Jemaice Yo Equ.Guinea Ko
Ethiopia Yes
L.81 |El-Nagser Bahrein Yes Gambie Fo
Egpt Yes Guinea Yes
Irag Yo Kenye Yes
Jorden Yes Lesotho 1¥es
Kuweit Ko Liberie |Yesi
Lebanon Yes | i Melewi Yes
Maldives No Nigeria To
Pakisten Yes S. Leone Yes |
Qatar No Sudan No |
Saudi Arsbia Yo Swazilend Yes j
Syrian AR Lo Tenzenia Yes i
U.A.E, No Trin. + Tob. Ko |
Yemen AR Yes Ugenda Ko ‘
Zambisa Yes
L.55 |Narasimhem Bengledesh Yes !
Indie Yes 2.92 |Razafindrabve | Benin Fo |
Sri Lanke No Cameroon Yes |
Cen.Afr.Emp. |Yes
4.22 |Looijen Cyprus No Chad Yes f
Israel Ko Comoros Fo |
Ketherlands |Yes Congo No |
Romania lio Gabon Yes
Yugoslavia Yes Cuinea-Bisseu Ko
Ivory Cosast No
L.03 |de Croote Bustrie Yo Madegascar ¥o
Belgium No Meali Yo
Luxembourg Yes Meuritania ¥No |
Turkey Yes Mauritius No |
Niger Yes l
3.88 |Mayobre Costa Riea Yes Rwanda No l
. El Salvador No S.Tome + Prin. No
Guatemala No Senegel Yes
Heiti Ko Somalia No
Eonduras Yes Togo Yes [
Mexico o Upper Volta |Yes '
Pename Te I Zaire No
Peru Yo |
Spain o [{2.T1 [lapa Brazil No
Suriname To Colombia No
Venezuele No Dom. Rep. Ho |
Fcuador Yes I
3.82 |Lundstrém Denmark No Philippines |Yes |
Finlend No
JTeeland No |l12.55 |Belkhodja Afghanistan Fo
Norway bif) . Mgeria No
Swveden Yo Chena No
Iran Ko
3.71 |Rota CGreece No Libya No
Italy No Morocco No
Fortugal No Cman No
Tunisie Ko
3.62 |Keeny Australie Ko " Yeren, PDR Ko
Korea Yes |
K.Zealend Yes 2.53 |[Cole Argentina Fo 1
Pepua N,Guin. lio Bolivia Yes
Solomon Is. |Yes Chile To
W. Swmuce Yes Peragusy Yes
Uruguay | No
China Yes Cape Varde Yes Kempuchea ke
S.Africa lo Nicarapua No
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NOTEi Official confirmation received 6/12/79 (per RSM) . MZV4Z4¢;/ |
Memoran?um for Robert S. McNamara 72 = '722_ 1 S
From: Edward R. Fried _ § e [
; i
Subject: IBRD General Capital Increase B e, ny//
- y 4 /“ /;:-\
I should like to add.my suggestions for changes 1n & < |
the draft Executive Directors Report and Board of Governors f \
Resolutions to those of Messrs. Looijen and Ryrie. : WBG
I agree with Mr. Looijen that the outcome of the unit \*”**’“éi//
of value and maintenance of value issues should not be e

prejudged. I am suggesting changes in paragraphs 6 and 7

of the Report and.paragraph 1 of the 1979 General Capital
Increase Resolution as well as deletion of paragraph 4(g)

of the Resolution with the objective of making absolutely
clear in these documents that there has been no resolution
of the unit of value and maintenance of value issues and
that the status quo will be preserved until such resolutibn
occurs. This is consistent with your memorandum of March 28,
1978, on the valuation of the Bank's capital and the Notes
to the 1978 Financial Stateﬁgnts of the Bank.

I should like to add that I believe that it is also
important not to prejudge the procedure by which these
jssues will be resolved. The changes which I have suggested
in paragraph 7 of the Report and paragraph 1 of the Resolution
reflect this view. I continue strongly to hold the view
which I have previously expressed t+hat the substitution of a
new standard of value which would change members' obligations™
relating to their subscriptions to Bank capital stock in a
manner which cannot be said to have been initially intended
by the members, would constitute a revision of the Articles
of Agreement, and therefore, needs to be undertaken by

amendment of the Articles and not by their interpretation,

I have also suggested changes in paragraphs16 of the
Report and 4(b) of the Resolution to provide that the Bank
shall not accept subscriptions prior to December 31, 1981,

No change is being suggested in the provisions relating to

the Governors' vote on the Resolution by July 1, 1980. I am
also suggesting that paragraph 2 (b) of the 1979 Additional
Increase in Authorized Capital Stock and Ssubscriptions Thereto
Resolution be changed to provide that subscriptions under

that Resolution not be accepted prior to Decermber 31, 1981,

Attached are versions of paragraphs 6, 7 and 16 of
the Report and paragraphs 1 and 4 of the Resolution which
incorporate my suggested changes.

Attachments



T o .

Board of Directors Repoft.

6. In order to translate the overall increase of
$40 billion into a specific number of shares to be sub-
scribed by each member, it is necessary to determine a
subscription price per share. The IBRD Articles of Agree-
ment express the Bank's capital in terms of 1944 dollars.,
The 1944 dollar ceased to have a par value in terms of
gold on april 1, 1978, the effective date of the Second _
amendment of the IMF Articles of Agreement which abolished
par values. The implications of this change on the valuation
of Bank capital stock are still being examined, Since April 1,
1978, the Bank has expressed the value of its capital stock ;
on the basis of the SDR for purposes of its financial state-
ments. The Bank has continued and will continue to accept
capital subscriptions at $1.20635 current U.S. dollars to
one 1944 dollar, the value of the 1944 dollar at the last
par value of the U.S. dollar, subject to the possibility
that adjustment may be required when the standard of value
issue is resolved,

7. No decision has been made on the unit for valuation
of capital and issues related to maintenance of value and
the procedure for reaching a decision on these issues, It
is expected that before subscriptions to the General Capital
Increase take place, the Board of Executive Directors will
be able to arrive at a definitive position on this matter
and_that the procedure for resolution of these issues will
have been agreed upon. On the basis of one share being T
valued at $120,635, the proposed $40 billion increase trans-
lates into an increase of 331,500 shares. If, on the other
hand, the price per share were set at SDR 100,000, the
total number of shares corresponding to $40 billion would
depend upon the relationship between the $ and SDR. At
the present rate of 1 SDR = approximately $1,28 the number
of shares would be 312,500,

16. approval of the Resolutions would immediately
increase the Bank's authorized capital. In order to avoid
marked shifts in relative subscriptions and voting power,
it is recommended that no subscriptions under these Resolutions
be accepted until December 31, 1981, Subscriptions would be
accepted until July 1, 1985 but it is expected that countries
would begin subscriptions no later than FY 83,




poard of Governors Resolﬁtion

Paragraph 1

The authorized capital stock of the Bank shall be
increased by 331,500 shares of capital stock having a par ;
value of $100,000 each in terms of 1944 dollars; provided,
however, that if as a result of determinations on the
standard of value for Bank capital stock the increase in ,
authorized capital is in excess of $40,000,000,000 calculate
. as of the time of such determinations and on the basis of
that value, the number of shares authorized by this Resolution
shall be reduced SO that such value shall be equivalent‘(to

the nearest number of shares) to 540,000,000,000.

paragraph 4

Each subscription authorized pursuant to paragraph 2
above shall be on the following terms and conditions:

a) = + &

(b) a member may subscribe from time to time prior to
July 1, 1985, or such later date as t+he Executive
pDirectors may determine; provided, however, that
the Bank shall not accept any such subscription
prior to pDecember 31, 1981,

E) ww e
(@) <sv s
(€) « «
(E) & «

(g) delete




OFFICE OF THE PRESIDENT

Meeting on General Capital Increase--Letter to President Carter, April l@fjidféﬁ“\

Present: Messrs., McNamara, Cargill, Stern, Nurick, Damry, Gabriel, ded

\ r . 4/:
Mr. McNamara reported that Treasury's lawyers had problems with”the

Resolution regarding language used on the issue of valuation of capital and dates

of subscription. Mr. Fried was also concerned about the U.S. losing its veto

power during the 15 months from 1980-1982. He asked Mr. Nurick to get from

Mr. Fried and the Treasury lawyers the language they wanted to have used in the

Resolution.

The meeting then did a line-in line-out review of the draft letter to
President Carter.

CKw
April 16, 1979



OFFICE OF THE PRESIDENT

Meeting on General Capital Increase--Mr. McNamara's Meeting With Secretary
Blumenthal, April 11, 1979

Present: Messrs. McNamara, Stern, Damry, Nurick, Gabriel, Wood

Mr. McNamara reported that he had given the draft letter addressed ‘to/
President Carter to Messrs. Blumenthal, Solomon, Owen and Fried. It was clear mow
that the U.S. would not vote on April 24 and would consider a vote by the other
governments on April 24 as detrimental to the present Foreign Aid Bill. Congress-
man Obey had refused to go forward with this year's Bill, unless he received a
statement on repudiation of the General Capital Increase and on the amount of
IDA VI. Obey had painted himself into a corner by saying that he would support
annual appropriation amounts of only $800 million plus price increase. Mr.
McNamara said that, at his luncheon with Mr. Blumenthal, he had, however, con-
vinced Treasury to vote on the General Capital Increase before the end of June;
otherwise, the FY80 program had to be cut substantially. Mr. Fried would inform
the other Directors at tomorrow's Board meeting, stating that (a) the U.S. had
not yet completed its consultations with Congress, (b) the U,S. would vote before
the end of the fiscal year, and (c) the informal meeting of EDs should be deferred.

With regard to IDA VI, Mr. McNamara said that Treasury was willing to
work towards a 27% share of a $12 billion replenishment on a staggered basis. The
Bank's strategy should now be to get the U.S. to agree to the 27% of $12 billion
and then try to go to a higher amount with a lower U.S. share.

Mr. McNamara said that Mr. Obey believed that the Bank had expanded too
fast; this line of argument might well have originated from Bank staff.

CKW
April 16, 1979

_ft



OFFICE OF THE PRESIDENT "-QfaD*’ﬁirg\

Meeting on General Capital Increase, April 10, 1979 g

Present: Messrs. McNamara, Cargill, Nurick, Gabriel, Wood, Bock ,

Mr. McNamara reported that the U.S. Government had stated that it was
presently not in a position to support the General Capital Increase on April 24,
He therefore wanted to go to President Carter and Secretary Blumenthal on this
issue. He asked Mr. Wood to draft a letter to President Carter which would pre-
sent the facts and arguments to a person unfamiliar with the issue. The letter
should make the points that the Articles of Agreement provided for a lending limit
which would be reached by 1982, that, therefore, the proposal for a capital in-
crease had been before the Board for two years and had been endorsed by the London
Sumit and CIEC meeting, that this proposal was before the Board for final formal
vote on April 24, that the Resolution would permit governments to subscribe to
certain maximum amounts of the increase in authorized stock, that the U.S. was
permitted but not obligated to subscribe, that the paid-in portion of the capital
increase could be provided in equal instalments over X years, that failure to
approve the Resolution on April 24 would lead to a reduction of the Bank's lend-
ing program, probably immediately but certainly by July 1, that this would do
harm to U.S. foreign policy, that all 133 governments would vote in favor, and
that only 51% of the votes were required to pass the Resolution, but that lack of
U.S. support would severely weaken the Bank, and that he (Mr. McNamara), there-
fore,urged that the U.S. Director be permitted to vote in favor of the increase.

Mr. McNamara said that the Bank had to face very serious problems. He
had smelled that this was coming. Congressional leaders had indicated that they
would lead this year's appropriations bill but would not support the General Capi-
tal Increase. The Administration would have to argue that approval of the capital
increase did not cost the U.S. a dime but would get other countries to support
the Bank which in turn would lead to the purchase of goods in the U.S.

Mr. Wood said that, as a fallback position, the Bank did not even need
an authorizing vote by Congress because the Resolution could be approved by a 75%
majority of the Governors. Mr. McNamara said that this should be considered as a
last option. In his view, the Administration was seizing on the wrong issue.
Other than in the case of the IDA VI replenishment or the appropriations bill, the
General Capital Increase was not a political problem because there was very little
political price in this.

Mr. McNamara asked Mr. Bock for a note on what the U.S. share would be
if (a) the U.S. did not pick up any general capital increase shares and (b) what
the U.S. would have to pick up at minimum in order to keep its veto power.

Mr. Nurick said that the foreign policy argument would be the most power-
ful in President Carter's eyes. The U.S. should at least be neutral since it would
involve little cost. Mr. McNamara agreed. The U.S. should at least not stand in
the way. The rest of the world could carry the Bank. However, other governments
might of course be affected by such lack of U.S. action; but this was not to be
argued now.

CKW
April 16, 1979



OFFICE OF THE PRESIDENT

Meeting on General Capital Increase, April 9, 1979 /9
Present: Messrs. McNamara, Cargill, Stern, Damry, Nurick, Gabriel ? WBG,

” §13/%
MI' . RE E ie g Ao, b :;/'/

Mr. McNamara said that Mr. Ryrie's request for expressing authorized
capital in SDRs at the date of decision introduced a contingent liability for
the U.S. which could not be reconciled with Mr. Fried's position. Mr. Gabriel
said that Mr. Ryrie simply objected to the favored U.S. position of being able
to determine their contribution in their currency.

It was decided that Messrs. Cargill, Damry, Nurick and Gabriel would
talk to Mr. Ryrie and, if necessary, bring Mr. Ryrie and Mr. Fried together in
order to convince Mr. Ryrie that this was not the time to raise this issue. If
the problem could not be resolved at that level, Mr. McNamara would meet with Mr,
Ryrie.

Mr. Looijen

Mr. McNamara asked for a line-in line-out version of the Board document
on the Capital Increase, introducing the changes proposed by Mr. Looijen. This
document should then be used as the basis for an informal meeting to be convened
at 10:00 a.m. on Thursday, April 12.

Mr. Fried

Mr. McNamara reported that Mr. Fried was '"in shock' because of the
deterioration of the situation on The Hill. Congressman Obey had indicated that
he would not act as a leader of the Bill on the General Capital Increase. The
Bank faced a very serious problem as to obtaining U.S. approval of the General
Capital Increase on April 24,

CKW
April 16, 1979
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FROM:

SUBJECT:

WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

Mr. Robert S. McNa\t?é DATE: April /6,1:979 ¢
Anthony IJ. A. Looijen {/:jf

\ el 35

General Capital Increase

I would appreciate it if you could arrange to have an informal
meeting with Executive Directors in the beginning of next week to
discuss a number of suggestions with regard to the Capital Increase
proposals. One such suggestion was made by Mr. Ryrie. Some other suggestions
I attach to this memorandum, and there may well be other Executive Directors
who would like to suggest amendments to the proposed texts.

With regard to my own suggestions for amendments I would like to give
the following explanation:

1) In para. 4 of your memorandum of March 21, 1979, it is stated that

the Management proposed "an approximate doubling of capital subscriptions -
or an increase of $40 billion - ". In reality it was proposed to double
the subscriptions for an increase of roughly $40 billion. We might as well
stick to the historical truth.

2) I appreciate that you have tried to be neutral in dealing with a choice
between shares of $120,635 or SDR100,000, but I would prefer to make the
language even more objective.

In the first place we should mention with how many shares the capital
would approximately be increased if we translate the 1944 dollar into SDR's
at the present exchange rate.

In the second place we should prevent as much as possible the impression
that we may not be able to reach a decision on capital valuation before the
first subscriptions take place (i.e. in 1981). It is stated quite clearly
in para. 7 that we expect "to resolve this issue (I would like to add the
word 'well') before subscription to the General Increase takes place." There
is no reason why we should state that we would continue to accept sub-
scriptions at the price of $1.20635 per share; even more so because we have
already said this in para. 6. In Attachment 2 we can delete para. 4(g).

I have allowed myself to be convinced by Mr. Lester Nurick that it is
inevitable to mention in the draft resolution at least one issue which would
arise if we were not to decide on the valuation of the capital before 1981,
This refers to the cancellation of shares, already subscribed to by member
countries, in case the total amount of new shares has to be scaled down. I
would prefer not to mention this point and to settle it, if necessary, in
a separate resolution, during the last months of 1980, but there might be
a danger that we would not be able to reach agreement on such a resolution.
The consequence could be that later the total of new shares would be reduced,
but that a number of countries would keep the shares they had already

(20741
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subscribed to. This would imply that the shares available for the other
member countries would have to be reduced still further. If we have to
maintain the cancellation clause I would, however, prefer to see it
separated from other provisions in the draft resolution and transferred
from para. 3 to a separate para.

3) The paid-in portion of 7%% is only valid for the general capital
increase and not for the 25,000 shares which are put aside for special
increases. Such shares will have to be allocated partly with a 10% and
partly with a 7%% paid-in portion. This means that para. 10 of Attachment
1 has to be amended.

4) I understand from the Staff that para. 16 of Attachment 1 will have
to be amended too, since it is not the intention that the special increases
will have to wait until December 31, 1980.

cc: All Executive Directors
Messrs. I.P.M.Cargill, P.N.Damry, L.Nurick, K.G.Gabriel



SUGGESTED CHANGES IN DOCUMENT R79-57
IBRD GENERAL CAPITAL INCREASE
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Attachment 1

Para. 4
Second to last sentence: The management's proposal for a doubling of
capital subscriptions - or an increase of approximately $40 billion - was
based on this principle, and on this same basis Executive Directors accepted
an increase of $40 billion.
Para. 7
The Directors have not yet decided on how Bank capital subscriptions
should be valued, but they expect to resolve this issue well before sub-
scription to the General Increase takes place. If the price per share would
be set at $120,635 a $40 billion increase would tramslate into an increase
of 331,500 shares. If, on the other hand, the price would be set at SDR 100,000,
the total number of shares corresponding with $40 billion would depend upon the
relationship between $ and SDR. At the present rate of approximately 18DR =
$1.28 the number of shares would be 312,500,
Para. 8
As of this moment it is not foreseeable how the valuation issue will
be resolved nor which will be the SDR/US$ rate at the time that decision is
taken. Therefore, a capital increase of 331,500 shares is proposed on
condition that the increase in Authorized Capital and the allocation of shares
among members will be scaled down in case the increase would exceed the amount
of $40 billion. This scaling down would also apply to the total number of
shares set aside for the special increases. In case the Executive Directors
would only reach agreement on the value of the 1944 dollar after subscriptions

i
_have taken place an&fghbscriptions have been made that exceed the scaled=-down



figures, the excess subscriptions will be cancelled and the amounts
paid-in will be credited to the respective members.
Para. 10
Add after first sentence "..... for the second component mentioned
in para. 5, whereas the portion to be paid in for the first component

would be decided upon each time a portion of these shares is allocated."

Attachment 2

Delete para. 3, second sentence.

Delete para. 4(g).

Add a new paragraph between para. 4 and para. 5:

"If the Bank shall not have determined the value of the 1944 dollar
by December 31, 1980, and if any member thereafter shall havé subscribed
a number of shares in excess of the number of shares authorized to be subscribed
by it after reduction in accordance with para.3, such excess shall be cancelled
and any amounts paid thereon shall be credited to the member on account of
the subscription price of the balance of the shares theretofore subscribed to
the extent that the amounts provided for in para. 4(c) below have not been

paid and any balance shall be returned to the member."
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OFFICE MEMORANDUM

GCl Steering Group DATE.  April 6, 1979
Joe Wood f .

Mr. Looijen's Suggested Changes :

| At Mr. Looijen's request, | met with him today to discuss his

proposed changes in the General Increase report and resolution. On the
substance of these suggested changes | made the following comments to him:

(@) Clarification of $40 billion vs doubling (para. 4).
While Mr. Looijen's language is more accurate, |
suggested that he not call attention to the distinction.
His response was that it would be a good thing to show
that the Directors had on this occasion not followed
management's recommendation. He presumably had the
Long Committee report in mind.

(b) Spelling out the consequences of SDR valuation (para. 7).
| expressed a preference for saying as little as possible
on the valuation issue.

(c) Deletion of provision for cancelling subscriptions (para. 8
and resolution para. 3). | told him that Mr. Nurick was
looking into.the legal aspects and that there could be a
problem. He seemed quite willing to drop this.

(d) Terms for special increases out of the 25,000 shares (para.l10).
His proposed language is an improvement. When | pointed out
to him the possibility that a part of the 25,000 shares might
be subscribed prior to December 31, 1980, he said para. 16
was misleading. Para. 16 reads as follows: 'In order to
avoid marked shifts in relative subscriptions and voting
power - particularly at the time of the election of Executive
Directors in 1980 - it is recommended that no subscription
under these resolutions be accepted until December 31, 1980."
| think he has a point.

2. On a more general level | urged him not to suggest any changes
at all if they could possibly be avoided. The thrust of my argument was
to avoid any action which could create '"loose ends'' and possibly delay
final agreement on the General Increase. His response was that there
should be an early informal meeting of the Directors to air these issues
and hopefully to tie down the '"loose ends''. He said once he had heard
from Mr. Nurick he intended to call Mr. McNamara and make this suggestion.

JW:ome
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FFICE MEMORANDUM |
TO: The Prgsident, World Bank DATE: 4 April 1979,
FROM: W. S. Ryrie M‘Qv | .

SUBJECT: IBRD General Cap{tal Increase.

When we discussed this matter in the Board on 15 March, I requested
that the Board should be given advice about the possibility of determining the
amount of the capital increase in terms of SDR rather than U.S. dollars. I see
no reference to this point in the paper which has since been circulated, and so
far as I know there has been no response to my request in any other paper.

Your memorandum assumes that it is the Board's view that the value
of the capital increase should be 40 billion current U.S. dollars. A number of
Directors have expressed this view. I am certainly amongst those who believe
that, as you say in your memorandum, the size of the increase should be fixed
"in financial terms'" rather than in terms of a number of shares whose price would
not be fixed until later.

But clearly there are objections in principle to deciding on an increase
in the capital of this world organisation in terms of one national currency. The
alternative which I asked to be examined is that we should increase the capital
by an amount equivalent to 40 billion current U.S. dollars at the time of the
decision, but expressed in terms of SDR. If the U.S. dollar moved up or down
against the SDR subsequently, the value of the capital increase would nevertheless
remain constant in terms of SDR but might vary in terms of U.S. dollars.

I should like to make it clear that I am not formally proposing this
solution at this stage; but, in accordance with my request in the Board meeting
on 15 March, T should be grateful if we could be advised whether there are any
financial or legal obstacles to it. It would be understood that the question of
the valuation of the Bank's capital would not be prejudged. The price of the shares
would not be fixed at this stage; nor would any decision be taken on the question
of maintenance of value. The number of shares to be issued to each country would
therefore be expressed as a maximum, as now. But the limit on the financial
commitment being undertaken by the membership would be expressed not in U.S.
dollars but as the equivalent (at the time of decision) in SDR.

Copies to:

All Executive Directors
Senior Vice President,
Secretary,

General Counsel.
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OFFICE MEMORANDUM

TO: Mr. Robert S. McN ra DATE:

FROM: J. Burke Knapp //
SUBJECT: Increase

General Capital

I did not get a chance to mention to you today a point that
occurred to me in reading the generally admirable memorandum to the
Board on the IBRD General Capital Increase dated March 2lst.

I was surprised to see the last clause in paragraph 16 of
the memorandum. Indeed I thought that "FY83" might be a misprint
for FY82, but Joe Wood assures me that it is not.

My point is that according to paragraph 15 of the memorandum
"the Bank's authority to make new commitments is expected to be
exhausted by March 1982". I understand that the statutory limit in
terms of disbursed loans might not be reached for another couple of
years. However, I don't see how the Bank could prudently continue
lending after March 1982 unless it actually had subscriptions in
hand which would protect it against a breach of the statutory ceiling
a couple of years later.

JBKnapp:gwh

cc: Messrs. Cargill
Gabriel/Wood
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TO:
FROM:

SUBJECT:

WORLD BANK / INTERNATIOMAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: march 12, 1979
R.A. Johnston & Lo fo, .

ALl Executive.Directors and Alternates

IBRD General Capital Increase - Voting Power {(Document R79-22) R

- . g

T AR D

S B R
-

As I think you know the member countries which I represent are concerned
at the proposal as set out in paragraphs 15 and 16 (e) of this document in
which is sought a report by the Executive Directors recommending to the Board
of Governors an agreement to protect Board representation for particular
groups of countries.

My authorities do of course recognise the importance of balanced
geographic representation on the Board and it goes without saying that they
have no wish to deprive any particular member of representation on the Board.
However the Bank's Articles of Agreement make no provision for the election
of any particular number of Directors from a particular group or group of
countries and it seems to follow as a matter of principle that a "side"
agreement should not be contemplated that would attempt to provide for that.

Moreover it would seem contrary to the Articles to declare a2 nominee
elected to the Board if that nominee had fewer votes than another nominee -
but that appears to be a possible implication of the proposed agreement.

I have been assured that the proposal is not intended to qualify the
Articles of Agreement; nor that it could or would operate to the disadvantage
of any other group. I accept these assurances as given in good faith.
Nevertheless such an agreement conceivably could be a source of embarrassing
pressure on other groups to forego their legal rights. Hence certainty for
some would be achieved at the cost of greater uncertainty for others.
Moreover the document is ne comfort to any aroup other than the named five
in the event that circumstances caused it to fall to the lowest position in
terms of voting strength. Finally, it is impossible to foresee the total
circumstances in which such an agreement might become operative.

In my view it would have been appropriate for these considerations to
have been drawn out in the document and to have been incorporated in any
agreement. However for the lecal and practical reasons outlined I doc not
think the Latter could be deone satisfactorily.

I would like to suggest therefore that we try another approach, namely
to couch an agreement in more general terms which whilst less explicit
for some members would for all practical purposes give them the assurances
they desire and importantly would be more equitable to all.

As a purely personal suggestion I offer the attached draft.

cc: President
Senior Vice President
Vice President and Secretary
Vice President and General Counsel



"In the event of additional eligible nominees for
election as Executive Director coming forward, Board
representation of some existing constituencies (at present
the smaller Latin—-American and African constituencies in
particular) could be placed at risk and the pattern of wide
geographic and balanced representation on the Board
disturbed. Should such an outcome appear Llikely, a
prompt examination should be made with a view to undertaking
appropriate corrective action. It is not necessary at

this time to decide upon the specific action to be taken."



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

TO: Mr. Robert S. McNamara, President DATE

FROM: Said El-Naggar, Executive Director‘gd‘%

SUBJECT: Adjustment in the Voting Rights of
Kuwait, Saudi Arabia and United Arab Emirates

On behalf of the Governments of Kuwait, Saudi Arabia and United
Arab Emirates, I hereby request an adjustment in the voting rights of
these countries. In your memorandum R79-22 dated February 12, 1979, these
three countries figure among the 11 countries whom you are proposing for
special increases in line with the recent adjustment of their IMF quotas.
However, this adjustment falls far short of what they should claim on the
basis of the following considerations:

1. That they are important contributors to IDA. 1In IDA V, for
instance, the combined share of these countries amounted to 7.6%. In con-
trast their voting right in the World Bank is presently about 2.5%.

2. That they are important contributors in the field of development
assistance in general. According to the most recent estimate of the OECD

the proportion of net disbursement of concessional aid to their GNP in 1977
is as follows:

Kuwait 10.18%
Saudi Arabia 4.82%
United Arab Emirates 10.97%

(Source: OECD Observer,November 1978)

3. The fact that you proposed a special increase for OPEC countries
on the occasion of the last Selective Increase which was supposed to increase

their voting power from 5% to 15%. In the event these countries obtained only
an increase from 5% to 9%.

In the light of these considerations, I believe the following adjustment
of their voting right would be appropriate:

Present Proposed
Voting Power Adjustment
% %
Kuwait 0.74 1.50
Saudi Arabia 1.43 2.50
UAE 0.34 0.50

According to this request the total voting power of the 3 countries
would rise from the present 2.5% to 4.5%. The number of shares required for



this adjustment would be in the neighborhood of 6,000 shares.

It is hoped you will recognize the validity of this case and that
some way will be found to accommodate their request.

cc: Executive Directors
Mr. I.P.M. Cargill
Mr. P.N. Damry
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TO:

FROM:

SUBJECT:

WORLD BANK / INTERNATIONAL FINANCE CORPORATION 9 4

OFFICE MEMORANDUM

Mr. Robert S. McNamara DATE:  Mareh 9, 1979
E. G. Drake
VOTING RIGHTS AND BOARD REPRESENTATION \ D13 /5

Attached is a memorandum outlining a suggested amendment to\-.j'r!oﬁr <
Proposal (C) in Document R79-22 for an additional 250 shares in order to
prevent further erosion of the voting power of developing countries, The
sense of my amendment is to ensure that these shares will not be a burdensome
financial outlay for small and poor countries and will, in fact, be taken up

by them,

Attachment

cc: Executive Directors
Messrs., Broches
Cargill
Damry



VOTING RIGHTS AND BOARD REPRESENTATION

VOTING POWER

I would like to refer to Document RT7T9-22, dated February 12,
entitled "IBRD General Capital Increase - Voting Power." Some proposals
as outlined in page six of this Document, particularly Proposal (C), have
created a certain degree of concern among some countries of my constituency.
I would like, therefore, to advance some comments on Proposal (C),
and offer as well a minor modification in its wording for the consideration

of the Bank's management and my colleagues.

Article V, Section 3 (c) of the Articles of Agreement, stipulates
that "each member shall have two hundred and fifty votes plus one additional
vote for each share of stock held." Article II, Section 2 (a), specifies that
"the capital stock shall be divided into 100,000 shares having & par value of
$100,000 each +..." In this type of weighted voting structure, the membership
votes provide & relative balance in voting power, favouring the poorest member
countries, However, due to the statutory limitation on membership votes, the
more the Bank's subscribed capital increases, the larger the erosion on the
total voting power of developing countries. I believe that we all agree that

this irreversible erosion is undesirable.

The most obvious way to solve this situation would be to change
Article V, Section 3 (a) of the Articles of Agreement, in order to establish
the level of membership votes as a percentage of total subscribed votes
rather than as a fixed number. We are all aware, however, of the complications
involved in proceeding with such an amendment, and I concur with the statement
made in page five, paragraph thirteen of the Document, that the most practical

solution, would be to authorize each member country to subscribe to an



additional 250 shares, assuming that the subsecribed capital is doubled.
While I agree with the basic concept underlining this Proposal, there is
one element that causes my authorities some concern, namely, the cost involved

in this special subscription.

For Part I countries and for middle-income developing countries,
the additionel cost involved in subscribing to these shares will not involve a
burdensome financial outlay. However, this is not the case when we consider
the situation of the poorer member countries. It is interesting to note that
out of the 134 countries currently represented at the Board, 54 countries
(40,3 percent) have subscribed to less than 250 shares. Should these countries
choose not to take up their option, because of the cost involved, we would be
creating an imbalance in our voting power structure not only between Part I

and Part II countries, but also within the group of developing countries.

In considering how to overcome the cost problem, I have had informal
conversations with the staff and concluded that there would be no financial or
legal obstacles to the following amendment to Proposal (C) in Document R79-22:
"in addition to the proposed doubling of each member's capital subscription,
there would be an additional authorization of 250 shares for each member with
no portion to be paid or subject to call under Article I, Section T (i) but
the éntire additional authorization to be notionally subject to call under
Article IV, Section 1 (a) (ii) and (iii). The same amount of shares and
under the same conditions, will also be allocated to new members Joining the

Bank in the future."

March 9, 1979
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Meeting on IBRD Capital Increase, March 5, 1979

Present: Messrs, McNamara, Cargill, Broches, Damry, Gabriel, Stern, ng I.
. 3 ] ¢
Mr. El-Naggar = o

The meeting discussed P§B's table on IBRD Voting Power at:Fiséﬁiﬁﬁﬁﬁﬁii//
End, dated March 2, 1979.

Mr. Damry said that Mr. El-Naggar would not accept the last colum (i.e.,
voting power distribution after the General Increase including Alternative 1 for
Japan and France) if this were final; but, if a further allocation from the un-
allocated 33,000 shares of the general capital increase for OPEC countries were to
be done later, he would probably accept it.

Mr. McNamara asked Mr. Gabriel to work out the economic justification for
an increased Kuwaiti and Saudi Arabian share.

Mr. Stern observed that management would have problems with this last
colum which showed that the non-oil LDCs' share has not been that low since 1966.
It was agreed not to use the category of "non-oil LDCs" in the table but rather to
put "other OPEC" and '"mon-oil LDCs" into one group. It was also agreed to add a
line of ''non-represented members" because this would make the evolution of the
shares of Part II countries look better.

Mr. Wood said that the Bank could come up with a respectable case for an
increase for OPEC as proposed by Mr. El-Naggar.

Mr. McNamara said that, if that were the case, Mr. El-Naggar should be told
before next week's Board Meeting on voting shares that a respectable case for his
proposal existed and that the Bank would consider it after the general capital in-
crease had been approved; however, Mr. El-Naggar should be cautioned against inter-
preting this statement as implying acceptance. If such a statement did not satisfy
Mr. El-Naggar in his present mood, he should be told that no formal request had
been put forward by his governments and no justification had yet been established.

Mr., Stern said that the U.S. Government would push at this week's G-5
meeting for increased French IDA contributions in return for France's increase in
IBRD capital stock.

Support for Voting Paper from EDs

Mr. McNamara said that, if the France/Japan issue were not resolved this
week at the G-5 meeting, next week's Board Meeting on voting should be deferred.
Possibly, also the IDA meeting in Paris would have to be postponed.

Paid-In Portion

Mr. McNamara said that he expected Messers. Blumenthal and Matthoefer to
settle this issue during their meetings in Washington this week. He admitted that
he did not care at what level of paid-in portion the issue was settled. He asked
Mr. Cargill to check with the other EDs, particularly Messrs. Drake, Ryrie and
Johnston, in order to ensure their support for the U.S./German agreement.
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Currency Scheme for Disbursement of Loans to DFCs

Mr. McNamara asked Mr. Stern to check on the reactions of EDs before
next week's Board Meeting on this matter. Mr. Damry said that he foresaw no
problem.

Doubling of IBRD Capital Stock

Mr. Wood reminded the meeting that the U.S. had objected to allocating
250 shares to each member on top of the doubling of IBRD capital. Mr. Damry added
that the U.S. and Sweden were talking of a $40 billion capital increase rather
than doubling (which would amount to about $43 billion). Mr. McNamara replied
that management's paper had carefully talked of doubling and not of a $40 billion
increase. He asked that a column be added to the voting power table, which showed
the general increase including the French/Japanese Alternative 1 without the
allocation of the 250 shares per member.

CKW
March 6, 1979
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Meeting on Special Increase of IBRD Capital Stock for Japan, February 28, 1979

Present: Messrs. McNamara, Cargill, Damry, Stern, Fried, Kurth, Mentre, Murayama,]
Ryrie

Mr. McNamara said that the Bank faced a serious problem because manzg:;///
ment's proposal for a special increase of IBRD capital stock for Japan would-

find a majority in the Board. This in turn would make it impossible to achieve
100% subscription for the IBRD General Capital Increase and a 100% participation

in IDA. At this point, he simply wanted to ask the Directors to inform their
ministers fully of the situation in preparation for the meeting of the G-5 next
week in Washington. It would be possible for this group to meet again before the
end of the week if the Directors so desired.

Mr. Murayama questioned Mr. McNamara's statement that there would be no
majority in the Board for the proposal of a special increase of IBRD capital stock
for Japan. All LDCs would support Japan. He was certain that Japan had a clear
majority in the Board. Legally, only a simple majority was required. Messrs.
McNamara and Murayama agreed to compare their respective vote counts privately.

Mr. McNamara said that, even if one assumed for a moment that Japan would
carry a narrow majority, such an important proposal could not be "rammed through'
on that basis. It was appropriate that political considerations of member govern-
ments were brought to bear on this important political issue; however, Bank manage-
ment could not remain inactive in a situation which could well lead to the collapse
of the General Capital Increase and the IDA Replenishment. Before this problem
came up, the discussions of both the IDA replenishment and the general capital in-
crease had been more constructive than at any time during his tenure at the Bank.

Mr. Mentre said that his authorities attached great importance to this
highly political issue which could only be discussed at the ministerial level.
This had also been the procedure under the quota increase review at the Fund.

Mr. Murayama said that this issue should not be decided upon among the five major
shareholders. It affected all countries and the other Directors would be em-
barrassed if they were left out.

Mr. McNamara said that there was a widespread feeling among members that
such an important issue should not be settled if a large number of members were
sed. Mr. Mentre was right in that this was a very important matter for France
and that the French position would move a sufficient number of governments towards
abstaining or casting a negative vote.

Mr. Murayama said that he did not want to elaborate again on his Govern-
ment's view on the relationship between Japan's position in IBRD and its willing-
ness to contribute to IDA. If a vote were taken which showed that France was po-
litically stronger than Japan, his Government would accept defeat. He stressed
that the Bank was not a political but an economic institution and that he would
strongly regret it if the problem would be resolved on a purely political basis.

In response to Mr. Murayama, Mr. McNamara suggested calling the differ-
ences in French and Japanese positions a technical rather than a political problem.
He asked the EDs for suggestions as to how to move forward from here.

Mr. Mentre said that he did not want to reopen the French argumentation.
His Government did not want either Japan or France confrontationally in a minority;
therefore, procedurally, the ministers would have to deal with the issue. Another
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informal meeting between management and the five Directors would be desirable by
Wednesday of next week. Mr. Murayama replied that he did not favor meetings of

the five Directors because he was the only representative from Asia while there

were three representatives from Europe.

Messrs. Fried and Kurth said that they understood that management had
produced a paper giving alternative options. It was agreed that, in view of the
fact that all Directors would like to receive a copy of this ''non-paper,' Mr.
McNamara would meet with them privately to hand them a copy of the "non-paper"
and to discuss the options. It was also agreed that the Directors would thoroughly
brief the G-5 Deputies on the issue and its ramifications for IDA in advance of the
meeting in Washington next week.

CKW
March 2, 1979
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March 1, 1979

SPECTAL INCREASE OF IBRD CAPITAL STOCK FOR JAPAN

e

Following a request from Japan, the management of the Bank has propgsgifjfy_j
that a special increase of 4,000 IBRD shares be allocated to Japan. An iﬁé;é;;;
of this size would bring Japan's shareholding in the Bank to within 73 shares of
that of Germany and raise Japan from the 5th largest shareholder to the 4th
largest shareholder. The Japanese authorities have made an increase in Japan's
share of IBRD capital a prerequisite to an increased share in IDA6. Japan is
seeking near parity with Germany in IBRD subscription as a condition of
accepting cumulative parity with Germany in IDA contributionms.

The French authorities have objected to the proposed increase for Japan on
the grounds that:

a. Bank capital subscriptions should be linked to Fund quotas;

b. a decision on rearrangement of the ranking of the Big 5 in the Fund

has recently been deferred until 1981;

c. France is justified on economic grounds in maintaining fourth position
in the Bank, the real disparity being between Japan and the UK, whose
relative positions might well be reversed on economic criteria.

Successful resolution of this matter is fundamental to both the IBRD Gen-
eral Capital Increase and the Sixth Replenishment of IDA. Directors have stated
that it is to be discussed by the G-5 at their meeting in Washington next week.

It should be resolved at that time in order to permit action to proceed on the

IBRD General Increase and IDA6.
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Four alternative courses of actiaﬁ have been suggested.

. The first is to allocate a special increase of 1,900 shares to France
as well as 4,000 shares to Japan, thereby maintaining the present
ranking of the Big 5 but bringing France and Japan respectively to
within 45 and 73 shares of Germany. It would be understood that Japan
would achieve cumulative parity with Germany in IDA contributions.

. The second alternative is to allocate a special increase of only
2,000 shares to Japan (and nothing to France) thereby achieving one
half of Japan's objective and raising Japan's shareholding to within
128 shares of France. In this case, it would be understood that Japan's
contribution to the IDA6 Replenishment would amount to at least 13%.

. The third alternative is to allocate special increases to Japan and
France as in Alternative 1, but to do it in the context of the General
Capital Increase by making a corresponding reduction in the increase
for the U.K. As part of the General Increase, the adjustments in
relative shares for Japan and France would together require 8,000 and
3,800 shares respectively (double the amounts required prior to the Increase).
The UK would receive 14,450 shares in the General Increase rather than
26,250. Here too Japan would be expected to achieve cumulative parity
with Germany in IDA contributions.

. The fourth is for the Executive Directors to proceed with the management's
recommendation as it stands, deépite French objections.

The attached table shows the voting power of each constituency that would

result from each of these alternatives including the proposal put forward by the

management.

Attachment



‘United States
United Kingdom
Germany

France

Japan
Sub-total

Other Part |
Part |1

Countries not represented

TOTAL

PROSPECTIVE

IBRD VOTING POWER

After Acceptance of
Previously Approved

Increases and Special

Incr. for Yugoeslavia &
11 Other Countries :

After Special Additional

Attachment

General Capital Increase b/

Increases for Japan and France and

Alternative 1

Alternative 2

Alternative 3

Alternative 4

Special Special Special Special
Number Voting incr. Voting incr. Voting incr. Voting incr. Voting
of Power in Power in Power in Power in Power
Shares (%) Shares (2) Shares (2) Shares (%) Shares (%)
77,135 21.51 21.39 21.62 21.74 21.50
26,000 7.24 7.20 7.28  -11,800 5.67 7.24
17,612 4.93 4.90 4.95 4,98 4.92
15,667 4.39 +1,900 L. 89 4.4+ 3,800 4.97 4.39
13,539 3.80 +4,000 4.88 +2,000 4.38 + 8,000 4,96 +4,000 4,30
150,553 41.87  +5,900 43.26 +2,000 42 .64 0 42.32 +4,000 42 .95
§9,757 17.44 17.34 17.54 17.64 17.45
107,439 37.29 37.08 " 37.48 37.69 37.27
1,327 3.40 2.32 2.34 2.36 2.33
329,076 100.00 +5,900 100.00 +2,000 100.00 0 100.00 +4,000 100.00

a/ Special increases as shown in "IBRD General Capital Increase - Voting Power' (R79-22, dated February 12, 1979).

b/ Under Alternatives 1, 2 and 4, the special increases are made prior to the General Increase.
the special increases for Japan and France are made as part of the General Increase.

Under Alternative 3

3/1/79



Estimate of Votes on Management's Proposal for a Special Increase of
4000 Shares in Japan's IBRD Stock Holdings

Director
Belkhodja
de Groote
Drake
El-Naggar
Franco-Holguin
Fried
Johnston
Kurth
Madinga
Magnussen
Mentre
Mayobre
Looijen
Murayama
Narasimham
Razafindrabe
Rota

Ryrie

Sola

Zain

Total2/ 3/

No. of Votesl/

For

7,936
12,547
15,054
14,213

8,416

9,766

11,514

12,035
13,114
13,789
14,152

9,083

160,208

Abstaining

69,481

17,862

11,020

26,250

124,613

1/ Certain governments ;
proposition, although it is likely some would shift to abstention when they learn of

the strength of the opposition of the French and other parties.

Against

11,268

13,042

% of Votesl!

For
2.57
4.06
4.87
4.60

2.72

3.16

3.22

3.89
4.24
4.46
4.58

2.94

2.45

3.56

24,310

51.82

Abstaining

22,48

5.78

3.56

8.49

40,31

Against

3.63

4.22

7.85

have been shown in favor of the

2/ For the Board of Executive Directors, only a simple majority of the votes cast in favor

of the proposition is required to assure its transmittal to the Governors.
do not count as votes cast.

Abstentions

3/ With the Governors, voting without meeting, we need not only a simple majority of votes
cast in favor, but the replies received should include replies from Governors exercising

two-thirds of the total voting power.

3/1/79

Only rarely do Governors abstaining reply.
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Meeting on Special Increase of IBRD Capital Stock for Japan, March 1, 1979

Present: Messrs. McNamara, Broches, Damry, Gabriel, Stern, Wood, Bock _ED
£y o
The meeting discussed the revised "non-paper'" on Special Incregse of
IBRD Capital Stock for Japan which would be handed to the Big Five Di Bctors. -

this morning. It presented for alternative courses of action: \ P
\ - il e

; to allocate a special increase of 1900 shares to France as well’ds; @~
4000 shares to Japan, thereby maintaining the present ranking of the
Big Five, but bringing France and Japan respectively to within 45 and
73 shares of Germany; it would be understood that Japan would achieve
cumulative parity with Germany in IDA contribution;

25 to allocate a special increase of only 2000 shares to Japan, thereby
achieving one-half of Japan's objective and raising Japan's share-
holding to within 128 shares of France; in this case it would be
understood that Japan's contribution to the IDA VI replenishment
would amount to at least 13%;

. to allocate special increases to Japan and France as in Alternative
(1) but to do it in the context of the GCI by making a corresponding
reduction in the increase for the UK; as part of the general increase,
the adjustments in relative shares for Japan and France would together
require 8000 and 3800 shares respectively (double the amounts required
prior to the increase); the UK would receive 14,450 shares in the
general increase rather than 26,250; Japan would be expected to achieve
cumulative parity with Germany in IDA contributions; and

4, to proceed with the management recommendation as it stands, despite
France's objections.

Mr. Broches confirmed that, in the case of the Board of the Executive
Directors, a simple majority of votes had to be represented by the individuals
present in the room; of those, only a simple majority had to be cast in favor of
the proposition to assure its transmittal to the Governors. At the Governors'
level, if a vote were cast during a Governors' meeting, two-thirds of the votes
had to be represented and a simple majority of those was required; if a mail vote
of Governors were taken, two-thirds of the votes had to be received and of those a
simple majority had to be otained for approval.

Mr. McNamara said that, although he probably could get Governments at mini-
mum to reply, this would not be the way to run the institution and the French would
be incensed if the proposition were put to a vote.

Mr. McNamara said that his vote count gave a very thin majority of the
votes supporting the special increase of IBRD capital for Japan; however, a number
of European members, now listed as supporting the Japanese case, would probably
change their position under French pressure and abstain or vote against.

Mr. Wood said that Alternative (2) did not reflect the Japanese position.
If Japan received only 2000 shares, it would rather reduce its contribution to
IDA. Mr. McNamara agreed that this was the case but, since Alternative (2) simply
gave the French proposal, the 13% figure should be maintained in the text.
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Mr. McNamara said that management had misjudged the French position.
had not been sufficiently aware of how deeply the French Government felt about this

issue. This had been a serious error.

It
Also, Mr. Murayama had apparently misin-

formed his Government and was now in a difficult position which might cause him to

lose face.

CKW
March 5, 1979
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FROM:  R.A. Johnston L, o
SUBJECT: IBRD General Capital Increase - Voting Power Rl ff‘"i’/é-‘
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My Australian authorities have directed me to seek further postponement
of the Board's consideration of document R79-22. )

The period between issue of this document (February 12) and its
scheduled date for discussion (now March 5) in any case would be rather
tight. In fact although copies were dispatched promptly they have only
now reached Canberra.

The subject is important and complex and an opportunity is sought
for the Australian Treasurer (who is also Governor for the Bank) to discuss
it with you before the Board considers. 1it. The Treasurer will be in
3#“’ Washington for the IMF Interim Committee meeting on March 7. He arrives
: on the afternoon of March 6 and departs on the afternoon of March 8. I
would Like to explore with you therefore whether a mutually satisfactory
time for a discussion could be found within that period.

My Australian authorities fully appreciate the desire for speedy
resolution of the issues raised in this document and also the difficulties
involved in a postponement. Nevertheless in the circumstances outlined
I request postponensent until, at earliest, March 14.
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OFFICE OF THE PRESIDENT /

Meeting on IBRD Capital Increase, February 16, 1979

Present: Messrs. McNamara, Stern, Damry, Gabriel, Wood

:3/ §
Mr. McNamara said that three points would have to be pursuecf further

during his absence next week: (i) the proposal for a special increase for

Japan, (ii) the general U.S. concern about the allocation of shares, and (iii) the
paid-in portion of the capital increase. As to (i), because France might not
support the proposal for a substantial increase in Japan's shares, German support
was essential. With regard to (ii), Mr. Fried was opposed to the allocation of
250 shares to each Part II country. As to (iii), he did not believe that the
Bank would be able to get a paid-in portion of 7.5%. As a first step, the U.S.
had to be brought up from 0% to 5% and Mr. Blumenthal or Mr. Solomon would then
have to call Bonn in order to get German acceptance for the 5%; the moves were
now up to the U.S. He concluded that management had to keep the pressure on in
order to get the resolution on the capital increase out in April. Tough times
were ahead on a number of issues which made a further delay most undesirable.

CKW
February 28, 1979



THE WORLD BANK 4
Washington, D.C. 20433
; US.A.

Office of the President

Note of Conversation with Mr. Murayama, February 14, 1979

At Mr. Murayama's request, I met with him at 6 p.m. today. He made the
following points:

a. Cargill's information regarding the support from other countries
for an increase in Japan's subscription to IBRD stock is not correct.
Cargill is too optimistic.

b. Last Saturday and Sunday during the G-5 meeting, France strongly
opposed the increase in Japan's share. Sagami responded by saying
"the Japanese cannot agree with the French." The French continued
to resist such an increase and Sagami finally agreed the matter
would be discussed again during the forthcoming Interim Committee
Meeting.

c. He had just finished talking to Kurth. During the conversation, he
asked Kurth whether Germany would support an increase of 4000 shares
in Japan's holdings (this would provide Japan a total of 73 shares
less than Germany's total) against French opposition. Previously,
Kurth had told Murayama that a Japanese share exactly equal to
Germany's would "upset" Germany. Kurth replied he was not certain
Germany could support Japan under the conditioms outlined by Mura-
yama because his government must consider relationships with France.
He will cable Bonn to obtain the answer.

In reply to questions from me, Murayama responded:

a. Even though the proposed 4000 share increase would leave the total
of Japan's shares 73 less than the total of Germany, Japan would
contribute 137 of IDA 6.

b. ‘The management's paper presenting a formal proposal for 4000
additional shares for Japan should not go to the Board until he had
first talked to Ryrie and Kurth. He promised to do so promptly and
report back to me by Friday noon.

When I pressed for an interpretation of the 13%, Murayama replied:
"Japan is willing to catch up cumulatively to Germany and this will require
13% of IDA 6." When I asked at what level of replenishment a 13% share for
Japan would yield a cumulative total equal to Germany's, he stated "at a level
of $15 billion". He went on to say that if the level of replenishment was
less than $15 billion, then under the formula Japan had agreed to, their share
would go abowe 13%. He added that if Germany were to increase its share above
the present level, then the Japanese formula would also require that Japan's
share rise above the equivalent of 13% of $15 billiom.

cc: Messrs. Cargill, Gabriel RMcN
2/14/79
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Estimate of Votes on Management's Proposal for a Special Increase of

" 4000 Shares in Japan's IBRD Stock Holdings
No. of Votesl/ % of Votesl/
Director For Abstaining Against For Abstaining Against
Belkhodja 7,936 2.57
de Groote : X2 047 4.06
Drake 15,054 4.87
El-Naggar 14,213 4.60
Franco-Holguin 8,416 2xT2
Fried 69,481 22.48
Johnston : 11,268 363
Kurth 17,862 5.78
Madinga - 9,766 3.36
Magnussen 11,514 372
Mentre 13,042 4.22
Mayobre 12,035 3.89
Looijen 13,114 4.24
Murayama 13,789 ' 4.46
Narasimham 14,152 4.58
Razafindrabe 9,083 2.94
Rota 11,020 3.56
Ryrie 26,250 8.49
Sola 7,575 2.45
Zain 11,014 igsiaagd 3.56 =, BaEE
Total2/ 3/ 160,208 124,613 24,310 51.82 40.31 7.85
1/ Certain governments gk ' have been shown in favor of the

proposition, although it is likely some would shift to abstention when they learn of
the strength of the opposition of the French and other parties.

2/ For the Board of Executive Directors, only a simple majority of the votes cast in favor
of the proposition is required to assure its transmittal to the Governors. Abstentions
do not count as votes cast.

Qf With the Governors, voting without meeting, we need not only a simple majority of votes
cast in favor, but the replies received should include replies from Governors exercising
two-thirds of the total voting power. Only rarely do Governors abstaining reply.

3, )14



International Bank for Reconstruction and Development

Passed:
Rejected: (Date)
TALLY OF VOTING OF EXECUTIVE DIRECTORS
RE:
% of Total
Voting DIRECTOR Abstain-
Power Alternate For Against ing Absent
2.57 | 7,936 < R %
R e W77 v
4.87 DRi‘;ﬁstiﬂ 15,054 i
4.60 mﬁfﬁ"‘gzlm 14,213 7
i T R,
s ) 69,481 ~
g3 | 11,268 -
L7 e 17,862 ~
3.16 ”"‘ﬁgs‘;‘a P 9,766
il i 11,514
4.27 |MENTRE de LOYE 13,062 ~
Cassou
3.89 MAggziﬁosa 12,035 s
o e S el T
| 446 W?ﬁz‘zﬁi 13,789 *
A 1,152 7
2.94 Mgﬁ:i?mE 7.0%3 —9,083— ~
3.56 Roigbisa A 11,020 ~
8.49 RYEEH [tk 26,250 -
T 2,598 :
3.56 ZA;EE 11,014
100.00* TOTAL T35 i~ L4, 3100 A

* May differ from the sum of the individual percentages shown because of rounding.

Total Votes:

309,131

ARLA
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SECTION 3. Veoring wirlioue Mocting i Sl

/'/iTI} Jank. must be taken by the

repular meeting of the Bourd «nd docs nol

Whenover, in the judgn ..m t:]‘“‘{];L Exccutive Inr
Board of Governors which should not be }n woned ui

warrant the calling of a speeial meeting of the Bu.ndv_xi TExecutive Directors shall present to each member b)'
any rapid means of communication a motion en a}ﬁr;;u.\-:_ pruposed action with a request for a vote by its
Governor. Votes shall be cast during such_peTiod as the EJ-:C"C‘.&LQ.':': Dircctors may prescribe, provided that no
Sovernor shall vote on any such motion™until 7 days after despatcira the motion unless he is notified that the

he period prescribed for voting, the
:mbers. If the replies received do
igg power which are usually

Exccutive Directors have waived #fis requirement. At the expiration of
Executive Directors shall rec the results and the President shall notify all
not include a majority ef the Governors exercising two-thirds of the total vo
required for a quo of the Board of Governors, the motion shall be considered lost

ally " s ST,
ang 2 jgfbr the Board of Executive Dlrectors, a simple majority

of the votes cast is required
transmittal to the Governors.| Abstentions do not count as votes cast.
1 ceen( Ao

= éJWith the Governors, voting without meeting, we need not only a simple

majorityY¢ef-i34 members) in favor, but the replies received should include replies
from Governors exercising two-thirds of the total voting power (3084131). 2, MM/L, ‘d

3te The glsumption made is that the Governors of the constituency will vote
as their Executive Director has vot¢d, and will abstain if their Executive Director
has abstained from voting. When a fGovernor abstains, he,with rare exceptions, :;g?
refrains from replying. If, therefore, the abstention pattern of the Executive }
Directors holds good, and replies/are not received from the US, UK, and Germany,

then even if the voting is 125,46k "for' (86 Governors), and 24,310 'against' (7 Governors),
as in the Board of Executive Dirfctors, the motion will be lost.

4, We could be wrong in thf following circumstances:

er of Governors, including those of the
biggest countri¢s, vote 'for' when their Executive Directors
had voted "agaigst’' or abstained from voting.

(b) Some of the Pig countries like the US, UK, actually reply
saying they/are abstaining (this would be very unusual).
However, they do so reply, those replies would go towards
the two-thirds majority.

B The assumptifns in the tally sheet are based on the opinions of Peter
and myself, but Pgter wanted to check with Mr. Ryrie and Mr. Johnston, and
probably Mr. Loojjen regarding their attitude in the Board, but this would be
of academic impgrtance because even if Mr. Johnston abstained instead of voting
against, and Mr. Looijen and Mr. Ryrie voted 'for' instead of abstaining as
assumed, thg’motion would have gone through the Board of Executive Directors

in any cage.

(b R L L
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OFFICE OF THE PRESIDENT % f;?g? Y g /a2
4 L r

Meeting on IBRD General Capital Increase--Voting Power, February 2, 1979

\%\ LJ

Present: Messrs. McNamara, Cargill, Stern, Rotberg, Damry, Gabriel, Wo Vlbert Rnapp

i

Mr. Cargill reported that Japan wanted an additional 4,000 shdres Jﬁléﬁéhyw)

would bring its voting power up to approximately the German level, i.e.,\tg,4.96%
In return for such action, Japan would be prepared to increase its share TPA:
contribution to 13%. Mr. McNamara said that this was hard to believe becaus€ Japan's
share in IDA would be higher than Germany's but its voting power in IBRD would be

the same as Germany's; however, assuming that this information was correct, the Bank
could get a 13% Japanese share in IDA for an increase of only 1.15% in Japan's IBRD
votes. Such an increase could easily be fitted into the 10,000 unallocated IBRD
shares.

Mr. McNamara enquired whether allocation of shares should not be done in
accordance with the economic importance of countries. Mr. Wood replied that the
formula was to follow parallelism with the Fund but to depart from this concept if
warranted by special circumstances. It was agreed (a) to allocate shares following
Fund allocations but to allow for special circumstances; (b) following that principle,
to authorize special increases out of existing stock for 11 countries, corresponding
to parallel special increases in their respective Fund quotas; these adgustments
should not be left for the General Capital Increase because it was desirable to en-
dorse the principle of parallelism; (c) to authorize special increases for Japan and
Yugoslavia out of existing authorized but unsubscribed shares because their applica-
tions had been received; further applications would be taken care of in the context
of the General Capital Increase on their merits; (d) to conclude that the General
Capital Increase would lead to no change in positions of countries; and (e) to in-
crease the authorized capital in comnection with the general increase to allow for
a margin of about 35,000 shares for further special subscriptions.

With regard to Board representation, the paper should state that the prob-
lem would be dealt with through an agreement that, in the event that less than three
Directors were likély to be elected to represent predominantly Latin American con-
stituencies or less than two Directors were likely to be elected to represent
predominantly sub-Saharan constituencies, steps would be taken to avert this result.

CKw
February 8, 1979
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OFFICE OF THE PRESIDENT Y, 2/

Meeting on General Capital Increase--Voting Power and on IBRD Lending Crit§§$%>
February 8, 1979 -4 %)

N\
T\

Present: Messrs. McNamara, Cargill, Damry, Gabriel, Nurick, Wood, WMQ e

It was agreed that the paper on IBRD General Capital IncreaSe?HYgéf .
Power would be distributed to the Board on Monday, February 12 and Board diScu
would be scheduled for Thursday, March 1, i.e., two days after the deferred dis-
cussion on the paid-in portion. A formal resolution from the Board to the Gov-
ernors should be drafted and distributed to the Board on March 6 for consideration
on April 10. Other remaining issues should not be covered by further informal
papers but rather in the resolution paper. The paper on voting power should be
considered as a framework memorandum which would be followed by three separate
memoranda to be distributed next week and calling for action on (a) special increases
for 11 countries out of existing stock, corresponding to parallel special increases
in their respective Fund quotas, (b) a special increase for Japan and (c) a special
increase for Yugoslavia. Board action on these three matters would be on a lapse-of-
time basis; in case the Board wanted a discussion, it would take place against the
framework memorandum on voting power. If the approximately 20 countries which were
in a situation similar to Yugoslavia would request special increases along the Japan
and Yugoslavia lines, this would require about 6,000 shares, which would be avail-
able in view of the fact that about 3,000 shares were left after the action suggested
by the paper and that additional shares would be available by closing out the past
resolution in June.

With regard to the outline on IBRD Lending Criteria prepared by Mr. Wood,
dated February 1, 1979, Mr. McNamara said that this was an excellent but ambitious
outline. He asked Mr. Knapp to assist Mr. Wood in preparing the draft paper. The
outline should also deal with the possibility of introducing variable terms for
higher-income borrowers. Mr, Cargill said that this had been tried before and had
caused tremendous trouble. Mr. McNamara said that it should not be done through
maturities as tried in the past but rather through interest rates.

With regard to the deadline to be set for the draft paper, Mr. Wood ob-
served that someone apart from the Finance group and with experience in putting
together lending programs should help in this work. Mr. Knapp suggested asking
Mr. Goodman. Mr. McNamara agreed that this possibility should be discussed with
Mr. Stern upon his return. In view of the fact that the Bank would have no lending
program unless the Board discussion of graduation policy was conducted before the
FY80 budget discussion, it was necessary to have the draft paper prepared not later
than April 15. For this first discussion, the paper would not have to cover the
"graduation in'' issue; the major concern was not the size of the Bank in the '80s
but whether the Bank provided resources to countries which were not in need of Bank
assistance.

CKw
February 9, 1979
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THE WORID BANK
Washington, 1) C 20433 =
507 USA.

Office of the President

MEMORANDUM TO THE EXECUTIVE DIRECTORS

SUBJECT: IBRD General Capital Increase - Voting Power

I. Introduction

§s In the recent Board discussion of the memorandum "'Size of the
IBRD General Capital Increase' (R78-263, dated December 5, 1978), it was
noted that voting power and Board representation issues would need to

be addressed before final agreement could be reached on the General In-
crease. The purpose of this memorandum is to advance the discussion of
these issues to the point where decisions may be taken.

2. The basic concept of a General Capital Increase is that each
member country's subscription to the capital of the IBRD would be increased
in the same proportion. A strong majority of the Executive Directors have
agreed that the negotiations should proceed on the assumption that the in-
crease would be 100%; that is, capital subscriptions after the Selective
Increase would be doubled. Strict adherence to the notion of an equal per-
centage increase for all members would, however, result in two kinds of
problems. First, it would perpetuate certain imbalances which currently
exist between the responsibilities assumed in the Bank Group by particular
countries and the relative voting power of those countries. Secondly, it
would produce an unintended and undesired reduction in the total voting
power of the developing countries and would increase the risk that inter
alia the number of Directors representing Latin America or sub-Saharan
Africa could be reduced, were there to be a change from the present pattern
of Board representation.

3. There are in addition several special capital increases that have
been pending since agreement was reached last October on the Seventh General
Review of IMF quotas. The Bank has traditionally made parallel increases

in Bank subscriptions corresponding to the selective component of such Fund

quota increases. Section Il of this memorandum proposes that in continuance
of this policy of parallelism, the Bank allocate special increases to eleven
countries. Section Il also considers the situation of two countries which

have requested an upward adjustment in their IBRD subscriptions in order to




achieve a more appropriate correspondence between the rights and re-
sponsibilities assumed by these countries in the Bank Group. It is
proposed to deal with all of these increases by special allocations of
shares from the roughly 10,000 shares already authorized for subscrip-
tion but not yet allocated to particular countries.

L, Section |1l then takes up the questions relating to the total
voting power of the developing countries and to their representation on
the Executive Board. These issues have already been described in the
Role of the Bank memorandum and in a Technical Note distributed a year
ago.l/ The purpose of this section is to propose concrete steps for
dealing with the issues raised.

Il. Special Subscription Increases

5. Special increases in IBRD capital subscriptions of individual
countries have been approved on several occasions in the past in connec-
tion with parallel special increases in IMF quotas. The Selective
Capital Increase of 1976, for example, was undertaken in connection with
the Sixth General Review of IMF quotas. While this policy of parallelism
has been criticized in the past on the grounds that the criteria under-
lying IMF quota adjustments - which are heavily trade related - may not
be as appropriate for Bank capital subscriptions, the policy has enabled
the Bank to avoid many contentious arguments about relative shares. It
has also maintained the principle that countries obtaining the benefit
of higher Fund quotas should also accept the obligations flowing from
higher Bank subscriptions. Unlike the Fund, access to resources in the
Bank is not governed by the size of the members' subscriptions. Thus,
the basis for determining subscriptions is less important in the Bank
than in the Fund, and it has been convenient as well as broadly accept-
able financially and economically to allow the Fund to take the lead in
determining subscriptions of new members. and changes in subscriptions of
existing members.

6. Last year, the IMF completed the Seventh Review of quotas and
authorized a 50% general increase in the quotas of all members plus
special further increases in the quotas of eleven member countries. The

1/ "Role of the World Bank and its Associated Capital Requirements"

~ (R77-18, dated January 31, 1977), paras. 131-139 and Annex 1. Tech-
nical Note #5 "IBRD Voting Power and Board Representation" (dated
February 2, 1978). :



corresponding parallel increases in Bank subscriptions would require
2,107 shares.l/ | Propose to continue the policy of parallelism with
respect to the Seventh Review. A Separate paper proposing the neces-
sary action is being submitted for the Directors' consideration.

7 The policy of parallelism has not proven satisfactory for

the Bank in one important respect. In recent years, several member
countries have accepted progressive adjustments in theijr relative sub-
scriptions to IDA without receiving any corresponding adjustments in
the IBRD. While there is No reason to expect or seek exact correspond-
ence between countries' relative position in the IBRD and IDA, the dis-
parities have now reached a point where some corrective action seems
appropriate.

8. The Bank has received requests for special increases from
Japan and Yugoslavia. Each of these countries has been a contributor
to IDA in the past. Each has also been a source of IBRD borrowings.
As additional justification for its request, Yugoslavia has cited the
disparity between its initial subscription in the IBRD and in the IMF
as well as its intention to release in full the.paid-in portion of any
capital increase allocated to it.

9. Rather than acting contrary to the concept of the General
Capital Increase (i.e., a proportional increase in each member's sub-
scription) and to avoid complicating the design of the General Capital
Increase by allocating special increases out of newly-authorized

capital, it would seem both simpler and more expeditious to implement
these increases by making special allocations from the authorized but un-
subscribed shares prior to the General lncrease.gﬁsﬁThere are approxi-
mately 10,000 shares (excluding shares already allocated but not yet
subscribed)H, \fter provision for the proposed increases shown in the
table below; aISmaI] balance of about 3,100 shares would be left. This
reserve of shafes could be replenished as part of the increase in author-
ized capital that will be necessary to accommodate the General Increase,
This will make/ it possible for the Bank to respond - if justified by the
merits of each case - to similar requests from other, member countries as
and when such| requests are made, \\ &

Ze v . ‘74,( /
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1/ Paragraph 10 shows the details of these special increases.
2/ Attachment 1 shows status of the authorized capital.
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Member Country

10. The number of additional shares to be allocated are as
fol lows:

No. Shares

To parallel action of IMF's 7th Quota Increase

lran L46
Iraq 92
Korea 87
Kuwait 278
Lebanon 63
Libya 111
s Oman 28
Qatar 34
Saudi Arabia 763
Singapore 82
United Arab Emirates 123
Sub-total 2,107
To meet requests of:
Japan 4,000
Yugoslavia 754
TOTAL 6,861
I1l. Voting Power and Board Representation
11. Voting Power. The Role of the Bank memorandum discussed the

main legal and other issues associated with the voting power of the de-
veloping countries. Technical Note #5 described alternative techniques

for maintaining the voting power of the deve

loping countries at various

target levels. As was emphasized in both of these papers, one source of
the LDC voting power ''problem'" is the fact that membership votes are fixed
by the Articles of Agreement at 250 per country. Therefore, the share of
membership votes in total votes declines whenever the subscribed capital
is increased. Since membership votes make up a much larger share of the

countries by 2.9%.

total voting power of developing countries than of developed countries, the
decline in importance of membership votes has the effect of reducing the

total voting power of developing countries.
capital subscriptions, for example, would reduce the voting power of Part |1

A doubling of all members'



b2l Such a reduction in developing country voting power is both
undesirable and avoidable. Among the alternatives described in

Technical Note #5 for avoiding this result, the simplest and most prac-
tical would appear to be a supplementary authorization of shares. As-
suming that subscribed capital is doubled, the dilution of membership
votes may be offset by authorizing each member country to subscribe an
additional 250 shares. This approach would not guarantee any country

or any group of countries a particular share of voting power, but it
would ensure that each country and each constituency has the opportunity
to preserve its current voting power. Attachment 2 shows the capital
subscriptions and voting power of each member country assuming: (a) a
doubling of all members' capital subscriptions after full subscription to
the Selective Increase and the special increases described in Section P
and (b) subscription to an additional 250 shares by each member country,

13. Under this alternative the allocation of 250 shares to each
member country would be in addition to the proposed doubling of each
member's subscription. Hence subscribed capital would be somewhat more
than doubled. In order to accommodate this increase in subscribed capital
and to replenish the reserve of unallocated shares, it would be necessary
to increase the authorized capital by about 390,000 shares.l/ Moreover,
the results shown in Attachment 2 can only be achieved if countries are
willing to waive their pre-emptive rights.2/

14. Board Representation. These proposals on the allocation of
shares would neither help nor hinder in a material way the problem of
Board presentation. While it would, theoretically, be possible to 'pro-
tect' particular constituencies against the risk of loss of representation
by authorizing further special increases for the countries in the consti-
tuencies, this approach is potentially divisive and would complicate the
design of the General Increase. A preferable approach would be to deal
with the problem through an agreement that, in the event less than three
Directors were likely to be elected to represent predominantly Latin
American constituencies or less than two Directors were likely to be
elected to represent predominantly sub-Saharan African constituencies,
steps would be taken to avert this result. It would not be necessary at
this time to agree on the specific action to be taken. An agreement in
principle to maintain three Latin American and two sub-Saharan African
seats would be recommended in the Report of the Executive Directors to the
Board of Governors.

1/ While it would of course also be possible to design the General Increase
SO as to preserve the relative voting power of countries and at the same
time keep the overall increase in authorized capital to 100%, the ad-
ditional 250 shares would on average only raise Part | countries' sub-
scription increases to slightly more than 102%.

2/ Pre-emptive rights relate to increases in authorized capital. In essence
they give each member the right to increase its own subscription by the
Same percentage as authorized capital is increased.



IV. Summary

15,
(a)

(b)

(c)-

(d)

(e)

In summary, it is proposed that:

special increases be authorized (out of existing stock)
for eleven countries, corresponding to parallel special
increases in their respective quotas;

special increases also be authorized for Japan and
Yugoslavia;

in addition to the proposed doubling of each member's
capital subscription, there would be an additional authori-
zation of 250 shares for each member ; L

the authorized capital be increased in connection with the
General Increase by enough to provide for the proposed
doubling of subscriptions, the additional allocation of
250 shares for each country and a margin of about 33,500
shares for further special subscriptions;1/ and

an agreement to protect the Board representation of Latin
American and sub-Saharan African countries should be recom-
mended in the Executive Directors' report to the Board of
Governors.

Attachments

1/ This would require a 390,000 share increase in authorized capital.



IBRD Authorized Capital
(As of January 31, 1979)

Present Authorized Capital
Less: Present Subscribed Capital

Less: Amounts required under Resolution No. 258, dated July 31, 1970:
- For members that have not yet taken or completed action a/
- For members that have indicated they will not subscribe E?
- For members that have not vet fully subscribed ¢/

Less: Amounts required under Resolutions Nos. 313, dated Jan. 3, 1917,
and 314, dated February 9, 1977:
= For members that have not yet taken or completed action
- For members that have indicated they will not subscribe 9
- For members that have not yet fully subscribed e/

L=ss: Amounts needed for pending membershipsf/

Balance now available for subscription

Less: Proposed special increases:
= Parallel action to IMF Seventh Quota Review
= Increases for Japan and Yugoslavia

fltachment 1

Number of Shares

1,176
245
1,745

29,466
591
8,584

2,107
b, 754

Addition to Authorized Capital proposed to support General Capital Increase

Less: Amounts required for General Capital Increase:
- Proposed doubling of subscriptions
- Additional 250 shares per member

Balance available for subscription after General Capital Increase

3/ Members (and number of shares) affected are: Cameroon (95);: Conco, P.R. (4); Ivory Coast (73):

326,099
33,500

Lebanon (358); Liberia (34); Libya (364), Portugal (198); Sierra Leone (50).
b/ Members (and number of shares) affected are: Singapore (209); Tunisia (36).
c/ Members (and number of shares) affected are: Kuwait (523); United States (1,231).

d/ Members (and number of shares) affected are: Singapore (591),

€/ Members (and number of shares) affected are: New Zealand (80); United States (8,504) .
E? Members (and number of shares) affected are: Djibouti (31); Dominica (16).

P&B
2/9/79

340,000

288,165

3,175
48,660

38,641

10,019
47

9,972

6,861
3,1

390,000

359,599
33,512



IBRD - PROJECTED CAPITAL SUBSCRIPTION AND VOTING POWER

AFTER SELECT]?B.!

INCREASE 2
NUMBER VOTING POMER
oF TOTAL 1 OF
SHARES VOTES  TOTAL
DIRECTORS APPOINTED BY: :
1. UNITED STATES 77735 77985  21.68
‘2. UNITED KINGDOM 26000 26250 7.30
3. GERMANY 17612 17862 4.97
4. FRANCE 15667 15917 4.42
5. JAPAN 13539 13789 3.83
ELECTED DIRECTORS:
6. DRAKE (CANADA)
BARAMAS 270 520 .14
BARBADOS 139 389 .11
CANADA 11122 11372 3.16
CRENADA 24 274 .08
CUYANA 205 455 <18
IRELAND 1266 1516 W42
JAMAICA 596 846 .24
SUB-TOTAL 13622 15372 4.27
7. EL-NAGGAR (EGYPT)
BAHRAIN 163 413 .11
EGYPT 1650 1900 .53
IRAQ 864 1114 .31
JORDAN 233 483 Zia
KUWAIT 2402 2652 74
LEBANOS 115 365 .10
MALDIVES 6 256 .07
PAKISTAN 2519 2769 i3
QATAR 327 577 .16
SAUDI ARABIA 4899 5149 1.43
SYRIAN ARAB REPUBLIC 508 758 .21
UNITED ARAB EMTRATES 980 1230 <3k
YEMEN ARAB REPUBLIC 106 356 .10
SUB-TOTAL 14772 18022 5.01
8. NARASIMHAM (INDIA)
BAKGLADESH 1242 1492 .41
INDIA 11333 11583 3.22
SR1 LANEA 961 1211 34
SUB-TOTAL 13536 14286 3.97
9. LOOIJEN (NETHERLAKDS)
CYPRUS 278 528 .15
ISRAEL 1673 1923 .53
NETHERLAKDS 7679 7929 2.20
ROMANIA 2001 2251 .63
YUGOSLAVIA 1509 1759 .49
SUB-TOTAL 13140 14390 4.00
10. DE GROOTE (BELGIUM)
AUSTRIA 2696 2946 .82
BELGIUM 7268 7518 2.09
LUXEMBOURG 297 547 .15
TURKEY 1631 1881 .52
SUB-TOTAL 11892 12892 3.58
11. MAYOBRE (VENEZUELA) v Ak
COSTA RICA 131 381 .11
EL SALVADOR 141 391 1
CUATEMALA 167 417 .12
HAITI 174 424 .12
BONDURAS 109 359 .10
MEXICO 3156 3406 .95
PANAMA 216 466 <8
PERU 938 1188 .33
SPAIR 4551 4801 1.33
SURINAME 162 412 =T
VENEZUELA 3776 4026 1.12
SUB-TOTAL 13521 16271 £.52

AFTER SPECIAL

INCREASES &/ o
KUMBER VOTING POWER
oF TOTAL 1 OF
SHARES VOTES TOTAL
77735 77985  21.27
26000 26250  7.16
17612 17862  4.87
15667 15917  4.34
17539 17789 4.85
270 520 14
139 389 .11
11122 11372 3.10
24 274 .07
. 205 455 .12
1266 1516 .41
596 846 .23
13622 15372 4.19
163 413 1
1650 1900 +«52
956 1206 .33
233 483 .13
26B0 2930 .80
178 428 «12
6 256 .07
2519 2769 .76
361 611 .17
5662 5912 1.61
508 158 «21
1103 1353 <30
106 356 .10
16125 19375 5.29
1242 1492 ol
11333 11583 3.16
961 1211 «33
13536 14286 3.90
278 528 « 14
1673 1923 +52
7679 7929 2.1%6
2001 2251 «61
2263 2513 .69
13896 15146  4.13
2696 2946 .80
7268 7518 2.05
297 547 15
1631 1881 81
11892 12892  13.52
131 38) .10
151 391 .11
167 417 .11
174 424 12
109 359 .10
3156 3406 «93
216 466 «13
938 1188 «32
4551 4801 1.31
162 412 «11
3776 4026  1.10
13521 16271 hobhd

Attachment 2
Page | of 3

AFTER GENERAL /

INCREASE
NUMBER VOTINC POWER
OoF TOTAL I oF
SHARES VOTES TOTAL
155720 155970 21.50
52250 52500 7.24
35474 35724 4.92
31584 31834 L.39
35328 35578 4.90
790 1040 14
528 778 .11
22494 22744 3.14
298 548 .08
660 910 «13
2782 3032 42
1442 1692 -23
28994 30744 L.24
576 B26 «11
3550 3800 «352
2162 2412 =33
716 966 .13
5610 5860 -81
606 856 «132
262 512 -07
5288 5538 .76
972 1222 17
11574 11824 1.63
1266 1516 =21
2456 2706 -37
{62 712 =10
35500 38750 5.34
2734 2984 41
22916 23166 3.19
2172 2422 -33
27822 28572 3.94
BO6 1056 «15
3596 3846 =53
15608 15858 2.19
4252 4502 62
4776 5026 -69
259038 30288 4.18
5642 5892 «81
14786 15036 2.07
Bas 1094 «15
asiz 3762 «52
24784 25784 3.55
512 762 11
532 782 11
584 B34 .11
598 848 .12
468 718 .10
6562 6812 =94
682 932 .13
2126 2376 .33
9352 9602 1.32
574 824 .11
7802 8052 1.11
29792 32542 h.49




12.

13.

14.

MAGNUSSEN (NORWAY)

DENMARK
F1NLAKD
ICELAND
NORWAY
SWEDEN

SUB-TOTAL

JOENSTON (AUSTRALIA)

AUSTRALIA

KOREA, REPUBLIC OF
REW ZEALAND

FAPUA NEW GUINEA
SOLOMON ISLAKDS
WESTERN SAMOA

SUB-TOTAL

ROTA (ITALY)

GREECE
ITALY
PORTUGAL

SUB-TOTAL

15. MADINGA (MALAWI)

BOTSWANA

BURUNDI
EQUATORIAL GUINEA
ETRIOPIA

GAMBIA, THE
GUINEA

KEXYA

LESOTHO

LIBERIA

MALAWI

KIGERIA

SIERRA LEONE
SUDAX

SWAZILARD
TANZANIA

TRINIDAD & TOBAGO
UGAXDA

ZAMBIA

SUB-TOTAL

16. RAZAFINDRABE (MADAGASCAR)

17.

BENIR
CAMEROON

CAPE VERDE
CENTRAL AFRICAN EMPIRE
CHAD

COMOROS

CONGOD

GABOR
GUINEA-BISSAU
IVORY COAST
MADAGASCAR
MALI
HMAURITARIA
MAURITIUS
KIGER

RWAKDA

SAO TOME & PRINCIPE
SENEGAL
SOMALIA

TOGO

UPPER VOLTA
ZAIRE

SUB-TOTAL

ZAIN (MALAYSIA)

BURMA
F1J1
INDONESIA
LAOS
MALAYSIA
KEPAL
SINGAPORE
THAILAND
VIETRAM

SUB-TOTAL

IBRD - FPROJECTED CAPITAL SUBSCRIPTIOK AND VOTING POWER

AFTER SELECTIVE_,
INCREASE 2

RUMBER _VOTING POWER
OF TOTAL 10
SHARES VOTES  TOTAL
2524 2774 .77
2140 2390 .66
222 472 «13
2410 2660 .74
3676 3926 1.09
10972 12222 3.40
6450 6700 1.86
1306 1556 ~ak3
1887 2137 .59
246 596 .14
17 267 .07
24 274 .08
9930 11430 3.18
945 1195 .33
10120 10370 2.88
1126 1376 .38
12191 12941 3.60
74 324 .09
174 424 +12
77 327 .09
146 396 w1
65 315 .09
239 489 14
550 800 22
58 308 .09
260 510 .14
182 432 + 12
2941 3191 .89
178 428 .12
702 952 .26
98 348 .10
439 689 59
667 917 25
198 648 .18
1151 1401 .39
B399 12899 3.59
118 368 .10
246 496 14
16 266 .07
118 368 .10
118 368 .10
16 266 .07
125 375 .10
230 480 «13
27 277 .08
511 761 <21
274 524 .15
203 453 <13
126 376 .10
221 471 i3
118 368 .10
174 424 «12
14 264 .07
448 698 .19
189 439 12
182 432 w12
118 368 .10
1236 1486 L41
4828 10328 2.87
591 B4l .23
147 197 +11
3888 4138 1.18
118 368 .10
2066 2316 .64
146 396 «13
320 570 .16
1478 1728 .48
755 1005 .28
9509 11759 3.27

AFTER SPECIAL

INcREASES 2/ -

NUMBER v !
oF TOTAL I OF
SHARES VOTES TOTAL
2524 2774 .76
2140 2390 «65
222 472 «13
2410 2660 « 73
3676 3926 1.07
10972 | 12222 3.33
6450 6700 1.83
1393 1643 45
1887 37 -58
246 496 14
17 267 .07
24 274 07
10017 Ei7 3.14
i 945 1153 «33
10120 10370 2.83
1126 1376 .38
12191 12941 3.53
74 324 -09
174 424 12
7 327 .09
146 396 11
65 315 .09
239 489 «13
550 800 s oL
58 loe .08
260 510 14
182 432 «12
2941 3191 87
178 428 .12
702 952 26
98 348 .09
439 689 19
667 917 «25
398 648 «18
1151 1401 .38
B399 12899 3.52
118 368 -10
246 496 14
16 266 .07
118 368 -10
. 118 368 .10
16 266 07
125 ars -10
230 480 -13
27 2717 -08
511 761 w21
274 524 14
203 £53 12
126 376 -10
221 471 «13
118 368 -10
174 424 «12
14 264 .07
448 698 .19
189 439 «12
182 432 12
118 368 .10
1236 1486 -41
4828 10328 2.82
591 B4 =23
147 397 I
k1.3:1.] 4138 1.13
118 368 -10
2066 2316 «63
146 396 .11
402 652 -18
1478 1728 47
755 1005 .27
9591 11841 3.23

Attachment 2
Page 2 of 3

AFTER GENERAL

1xcrease &

NUMBER VOTING POWER
oF TOTAL 1 oF
SHARES VOTES  TOTAL
5298 5548 .76
4530 4780 .66
694 944 +13
5070 5320 .73
7602 7852 1.08
23194 24444 3.37
13150 13400 1.85
3036 1286 J45
4024 4274 .59
742 992 .14
284 534 .07
298 548 .08
21534 23034 3.18
2140 2390 .33
20490 20740 2.86
2502 2752 .38
25132 25882 3.57
198 648 .09
598 848 .12
404 654 .09
542 792 o)1
380 630 .09
728 978 13
1350 1600 o2
366 616 .08
770 1020 J14
614 B64 .12
6132 6382 .88
606 856 .12
1654 1904 .26
i46 696 .10
1128 1378 .19
1584 1834 .25
1046 1296 .18
2552 2802 .39
21298 25798 3.56
486 736 .10
742 992 .14
282 532 .07
486 736 .10
486 736 .10
282 532 .07
500 750 .10
710 960 +13
304 554 .08
1272 1522 .21
798 1048 .14
656 906 233
502 752 .10
692 942 13
486 736 .10
598 848 +12
278 528 .07
1146 1396 .19
628 878 .12
614 864 T
486 736 .10
2722 2972 W41
15156 20656 2.85
1432 1682 23
S44 794 .11
8026 8276 1.14
486 736 .10
4382 4632 .64
542 792 .11
1054 1304 .18
3206 3456 .48
1760 2010 28
21432 23682 3.26



Attachnent 2

' Page 3 of 3
IBRD - PROJECTED CAPITAL SUBSCRIPTION AND VOTING POWER
AFTER SELECTIVE / AFTER SPECIAL / AFTER CENERAL /
- INCREASE 2 INCREASES INCREASE =
NUMBER _VOTING POWER NUMBER _VOTING POWER NUMBER VOTING POWER
or TOTAL I oF oF TOTAL ior or TOTAL I OF
SHARES VOTES TOTAL SHARES VOTES TOTAL SHARES VOTES TOTAL
18. FRANCO-HOLGUIN (COLOMBIA)
BRAZIL 5401 5651 1.57 5401 5651 1.54 11052 11302 1.56
.° g COLOMBIA 1175 1425 «-40 . 1175 1425 «39 2600 2850 -39
i DOMINICAN REPUBLIC - 175 425 «12 175 425 .12 600 850 «12
" " ECUADOR kLT ] 618 -17 368 618 «17 986 1236 «17
PHILIPPINES 1715 1965 «55 1713 1965 «54 3680 3930 54
SUB-TOTAL 8834 lo084 2.80 8834 10084 2.75 18918 20168 2.78
19. BELKHODJA (TUNISIA)
AFGHANISTAN 349 599 «17 349 599 «16 948 1198 wik®
ALGERIA 2327 25717 - 72 2327 23717 70 4904 5154 «71
GHARA 8s6 1106 «31 856 1106 -30 1962 2212 - 30
IRAN 5199 5449 1.51 5645 5895 1.61 11540 117%0 1.63
LIBYAN ARAB REPUBLIC 1476 1726 «48 1587 1837 - 50 3424 3674 «51
HOROCCO 1220 1470 41 - 1220 1470 «40 2690 2940 «41
OMAN : 164 414 -12 192 442 .12 634 884 .12
TUNISIA 469 719 «20 469 719 «20 1188 1438 - 20
YEMEN, PDR 336 586 «16 336 586 16 922 3112 «16
SUB-TOTAL 12396 14646 4.07 12981 13231 4.15 28212 30462 4.20
20. sOLaA (ARGENTINA)
ARGENTINA 4701 4951 1.38 4701 4951 1.35 9652 9902 1.37
BOLIVIA 264 514 «14 264 514 «14 778 1028 - 14
CHILE 1240 1490 41 1240 1490 .4l 2730 2980 «41
PARAGUAY 70 320 -09 70 320 .09 390 640 -09
URUGUAY 518 768 «21 518 768 .21 1286 15386 =21
SUB-TOTAL 6793 8043 2.24 6793 8043 2.19 14836 16086 2.22
COUKTRIES WOT REPRESENTED et
CHINA 7500 7750 2153 7500 7750 2.11 7500 7750 1.07
EAMPUCHEA, DEMOCRATIC 254 504 «14 254 504 -14 758 1008 -14&
NICARAGUA 110 360 «10 110 360 «10 470 720 -10
SOUTH AFRICA 3463 3713 1.03 3463 3713 l1.01 7176 7426 1.02
SUB-TOTAL 11327 12327 3.43 11327 12327 3.36 15904 16504 ~ 2.33
GRAND TOTAL 326215 359715 100.00 333076 366576 100.00 691902 725402 100.00
PART I COUNTRIES 210310 215060 59.79 214310 219060 59.76 433370 438120 60.40
PART II COUNTRIES - 104578 132328 36.79 107439 135189 36.88 242628 270378 37.27
COUNTRIES NOT REPRESENTED 11327 12327 3.43 11327 12327 3.36 15904 16904 2.33
2/ Assumes full subscription to the Selective Capltal Increase (Resolutions 313 and 314) pt for Singapore which has indicated that
it will not subscribe,
b/ Assumes special increases for Japan, Yugoslavia, and eleven other countries. The additional shares per country are:
Japan Looo Libyan A epub
Yugoslavia 754 n..:“ e " I;; ;
Iran LLE Qatar 34 T
Iraq 92 ‘Saudl Arabla 763 ;
:ure'a, Republic of ?‘5 Singapore 82 -
uwalt 278. - Uni ted
Lebanon 63 A Rabrates 123
e/ Assumes: (1) 2 doubling of the capital subscription of each country_ (except that of China) after the Selective Increase and further
special increases listed in footnote b; and (11) an additional subséription of 250 shares by each member country (except China).
PesB
* 2/9/79
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OFFICE OF THE PRESIDENT v I

Meeting on Paper to the Board on the Paid-In Portion of the IBRD Capital Increage,
January 25, 1979 ZaRD ;
7N
Present: Messrs. McNamara, Cargill, Broches, Damry, Gabriel, Rotberg, Stéin,
Wood, Bock, Knapp WhRe

‘. L= 4

In response to a question, Mr., Cargill said that, although Fred t 9
was in favor of 0% paid-in, the U.S. could possibly be brought up to 5%. *“V‘
Gabriel reported that the Germans would accept 7.5%. Mr. Knapp enquired about how
the U.S. could justify 7.5% in the case of the IDB, if they pushed for 0% at the
Bank. Mr. McNamara asked Messrs. Gabriel and Wood for an analysis of differences
between the IDB and the IBRD which would justify U.S. support for 7.5% there and
0% here.

Mr. Rotberg reported on the concerns voiced by underwriters about the
lowering of the paid-in portion. The journals would interpret such a move as with-
drawal of support from the Bank by the U.S. This could affect IBRD's Triple A
rating. All three underwriters were planning to write a letter to Secretary
Blumenthal, stating that the street would consider it as a very bad move. He ad-
mitted that these reactions of the underwriters were purely phsychological. Mr.
McNamara said that he was concerned about the letter to be written by the under-
writers: the letter might leak and create the issue. Mr. Rotberg should ask the
underwriters not to write such a letter and rather to make their statements orally.

Mr. McNamara asked Mr. Broches to look into the issue of U.S. liability.
There were Treasury obligations which could be met without U.S. Congressional appro-
priation. The Bank had to find out whether U.S. callable capital subscriptions fell
under that category. One could think of two conditions: (a) the U.S. would take
the position that they would not appropriate before a claim was put upon them and
(b) no appropriation was necessary. Mr. Broches argued that Congressional action
was always needed. Mr. Stern said that it was basically a source of funds question;
if U.S. subscriptions could come out of extra-budgetary funds, appropriations would
not be necessary.

CKW
February 2, 1979
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Meeting on IBRD Capital Increase: Germany's Position, January 24, 1979 NBG v b
: Ry 4

PCHNYSA

Messrs. Gabriel and Wood reported on their recent visit to Germany to meet

with Govermment officials on issues relating to the IBRD Capital Increase, particu-
larly the German position on the paid-in portion.

OFFICE OF THE PRESIDENT

Present: Messrs. McNamara, Cargill, Gabriel, Wood

Mr. Gabriel reported that the strong German attachment to a 10% paid-in
portion had been confirmed by their meeting with Mr, Moltrecht and associates as
well as officials from the Ministry of Finance and the Bundesbank. Mr. Moltrecht
had given Minister Offergeld's considered view, namely (i) German support for
doubling of IBRD capital; (ii) reservations as to lowering the paid-in portion;
it was considered imprudent to go below 10%, and 7.5% was only acceptable if an
early subscription of the whole amount were assured; (iii) preference for keeping
Japanese voting rights below the German level; and (iv) with respect to maintenance-
of-value, reference to an agreement supposedly negotiated by Fred Bergsten with
other Governments to delay action until after the next U.S. Presidential election.
Mr. Wood said that the main opposition to a lower paid-in portion seemed to come
from the Bundesbank; their statement had sounded like the position taken by the
German ED at the Board one year ago. The Ministry of Finance seemed to find the
lesser amount attractive.

Mr. Cargill said that, according to Mr. Bergsten, the situation in the
U.S. Congress had worsened to an extent which might make it impossible to get any
appropriations at all. Fred Bergsten supported a doubling of the capital increase
with 0% paid in. Mr. McNamara agreed that very serious problems lay ahead with
Congress: the new committees were loaded with conservatives; the Democrats were
meving to the center; and domestic issues received priority.

It was agreed that Board discussion of the paper on the paid-in portion
would be scheduled for two weeks from tomorrow and an IBRD Capital Increase Steering
Group meeting would be held tomorrow morning. Any reference to alternative sizes
of the capital increase should be taken out of the paper; it should address itself
only to a doubling, i.e., an increase of $40 billion. The paper should take the
position that management would prefer a 10% paid-in portion, could accept 5% but
recommended 7.5% because it would strengthen the institution's financial position.
This put management into a flexible position. The paper would force U.S. decision-
making on its position; if the U.S. could not agree to 7.5%, the meeting would
have to be deferred.
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Meeting on IBRD Capital Increase, January 11, 1979

Present: Messrs. McNamara, Cargill, Broches, Chenery, Damry, Gabriel, S%
Rotberg, Wood, Bock, Knapp :

of governments had problems with a reduced paid-in portion. It was cruci
approach the German Government on the paid-in issue. Therefore a group, consisting
of Messrs. Gabriel and Wood, or Gabriel, Wood and Rotberg, or Cargill and others,
should go to Germany as soon as the draft paper on the issue had been prepared.

The paper was scheduled to be distributed to this group on January 18 for distribu-
tion to the Board on January 25; the Board could then discuss the paid-in capital
issue around February 10. He asked Mr. Cargill also to do more talking with Mr.
Fried. It was of course desirable to get a doubling of the capital based with as
high a paid-in portion as possible. In developing the paper, P&B should look at
the experience of other institutions and at the Bank's experience in the past.
There had been a gradual evolution not only of the Bank's thinking on the issue

but also of the approach of the private banks. Mr. Broches said that the Bank

had always had to lead the banks on these issues of financial evaluation.

Mr. Stern said that for the U.S. there was no trade-off between amount
of capital increase and percentage of paid-in capital. This position was only
$40 billion and 0%. Mr. Wood said that the U.S. could take a smaller subscription.
Mr. McNamara agreed. The U.S. could be asked to support a Board consensus, say,
in favor of a %ZO billion increase with 5% paid in and then later take a share
based on, say, a $35 billion increase with 5% paid in.

As to capital market confidence, Mr. Wood said that it was mainly trends
which affected public confidence; he gave the example of Bank debt-equity ratios
which had increased from 1 to 1 to 6 to 1. Mr. Rotberg argued that it was mainly
the fact that Board discussions on the issue took place which could create concern
with Bank investors. The market had no clear view on the issue.

It was agreed that the key issue was to get the German and U.S. views
together.

CKwW
January 15, 1979
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Meeting on IBRD Capital Increase, January 10, 1979

Present: Messrs. McNamara, Cargill, Broches, Chenery, Damry, Gabriel,&\wm Knapp

1
The meeting reviewed the positions likely to be taken by the EDs at
tomorrow's Board meeting on the amount of the proposed IBRD Capital Iné¥@ase.

~
21 )

Mr. McNamara enquired about the time schedule for payment§s
replied that this could wait until CY1982. Mr. McNamara said that h an
authorizing bill through Congress within the next 18 months; otherwise the Bank
could not claim to have obtained the capital increase. Mr. Wood said that in the
past a formal resolution of the Board had been deemed sufficient. Mr. McNamara
said that U.S. Congressional action should be separated into (i) approval of the
Governors' vote; and (ii) action to subscribe. The former would have to be ob-
tained 12-18 months after the Board submitted its resolution to the Governors.

If there were no such U.S. Congressional vote, the Bank would be in a weak position
in the market, and other countries might choose to sit on the sidelines. As to
appropriations, the Bank did not need subscription before FY83. He could conceive
of a situation giving considerable flexibility as to the timing of these sub-
scriptions.

y i

Mr. Wood reported that a number of countries had argued against the
concept of "headroom" because in their views the EDs would not be able to resist
management using it. Mr. Knapp warned that there was considerable monetary il-
lusion involved. Mr. Wood said that the Swedes wanted to give a signal on the
size of the Bank. Mr. McNamara said that they could make this point when the
future role of the Bank was discussed.

CKw
January 15, 1979
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Meeting on IBRD Capital Increase, January 8, 1979

Present: Messrs. McNamara, Cargill, Broches, Chenery, Damry, Gabriel, Qfern;'{
Nurick, Wood, Knapp S,
The meeting discussed (a) preparation for Thursday's Board discuséiéﬁ,
(b) steps to be taken after the Thursday Board meeting, and (c) underlying pol-

icies including graduation.

It was agreed that Messrs. Cargill, Gabriel and Wood would meet with
Messrs. Kurth, Murayama, Drake, Magnussen, Looijen and de Groote before Thursday
in order to find out about their positions and to convince them to support man-
agement's proposal.

It was agreed that, after the Thursday Board meeting on the amount of
the IBRD Capital Increase, the following issues would have to be dealt with:

(1) the percentage of paid-in capital;

(ii) allocation of shares;

(iii) allocation of voting rights to Part II countries;
(iv) Board representation and seats;

) time schedule of payments;

(vi) capital valuation; and

(vii) formal resolution by Board to Governors.

It was agreed to consider as non-issues in the context of the capital increase
discussion: (a) the lending program, (b) changes in the Articles, particularly
the question of the relationship of outstanding receivables to the capital struct-
ure, and (c) membership of China. In response to a question by Mr. Damry, Mr.
McNamara said that the terms of lending were also unrelated to the capital increase
discussion and would be taken up by the lending rate paper.

With regard to the paid-in capital issue, it was agreed that a paper
would be prepared by January 18 and plans would be made for a trip to Germany
soon thereafter in order to talk to the Bundesbank and the Ministry of Finance
about the reasons for their opposition to a reduced paid-in portion. The German
position seemed to be that a less than 10% paid-in ratio would reduce the interest
coverage, thus weakening German bond holders' confidence. It should be argued
with the Germans that, say, a $40 billion capital increase with 0% paid-in would not
result in a deterioration of the Bank's financial ratios because of other com-
pensating measures which could be taken.

With regard to issues (ii), (iii), and (iv), it was agreed that one paper
would be prepared by January 28, dealing jointly with allocation of shares, allo-
cation of voting rights to Part II countries, and Board representation. Mr. Cargill
said that, because of changed circumstances, three Latin seats were not any longer
desirable. Mr. McNamara disagreed; three Latin seats would have to be assured.

Mr. Stern agreed with Mr. McNamara; for the present discussion, the desirability
of three sub-Saharan African and three Latin seats should be stated. The China
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issue was not germane to the discussion. Mr. McNamara said that he was disin-
clined to raise any hopes for an increase in Saudi Arabian and Kuwaiti shares.
But it would be very difficult to raise Japan's shares without reducing Part II
participation. At some point, a change in the veto level should be considered
in order to get around the U.S. concern of not reducing their share below 20%.
Mr. Broches observed that, by reducing the veto level, the veto right would also
be given to some other shareholders groups. Mr. Knapp urged thinking more about
Saudi Arabian, Kuwaiti and Libyan participation because the Bank needed their
financial support. Mr. Cargill observed that, if the Bank gave Japan all unallo-
cated shares, Japan would become the third largest shareholder with a position
somewhere between Germany and the U.K.

Mr. McNamara concluded that the issue of shares should be dealt with in
the following order of priority: (i) increase of Japan's share; (ii) no decrease
of Part II shares; and (iii) the OPEC issue. Mr. Wood said that the Bank should
argue that the OPEC countries were also Part II countries. Mr. McNamara agreed.
The Bank had a serious problem with the Arab demand for an increase in the number
of their nationals on the Bank's staff. They would like an Arab Vice President.

It was agreed that the Japanese Government would be told before the next
IDA negotiations on March 23 that Japan would receive a significant increase.

As to underlying policies, Mr. McNamara said that the Bank had come
under pressure to consider its graduation policy before the end of the fiscal
year. This was an extremely difficult question. He asked Messrs. Cargill,
Chenery, Gabriel and Wood to prepare an outline on how to deal with the issue.
Mr. Wood should be responsible and the outline should be prepared by February 1.

CKW
January 15, 1979



