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Office of the President 

Dear Pehr: 

THE W ORLD BANK 
Washington, D.C. 20433 

. U.S.A. 

December 21, 1979 

I regret very much that I will not 
be able to join you and your Volvo associates 
in Aspen on March 4. Unfortunately for me,I 
must chair a Board meeting here that day and ' 
then leave for Europe. I wish it were other­
wise. 

During one of your trips to the United 
States I hope you can find time for a visit 
with us here in Washington. 

Wish best wishes for a Merry Christmas 
and a joyous New Ye~r. 

Sincerely, 

. (Sign-eor . iOUer"t S. r~'1 criamaYi 
Robert S. McNamara 

Mr. Pehr G. Gyllenhammar 
~ President," AB Volvo 

S-40508 G8teborg 
Sweden 

RSMcN: js 



TO: 

FROM : 
.... 

SUBJECT: 

WORLD BA~IK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
DATE : December 21, 1979 Mr. ~rt S. McNamara 

JOhn~ Merriam 

Congressional Roundtable on World Food and Population 

;/-;/ 
~-t 
~ 

1. We met with Richard Woods, staff aide to Sen:~ llmon 7~--./ 
(R-Okla.) on December 14, to discuss issues you might raise w you ~ ~/ /' 
address this forum on Tuesday, March 4, 1980. (Be11mon and Rep. Paul Simon ~ 
(D-F1a.) are Chairmen of the Roundtable. You accepted the invitation 
earlier this month.) He informed us that the evening audience would be 
made up exclusively of members of the House and Senate so as to allow a 
free exchange of ideas. This past year attendance ranged from 40 to 80 
members. The sponsorship has been enlarged for next year. 

The invitation includes meeting with Congressional Staff for 
breakfast on Wednesday, March 5. We told Woods that Monty Yude1man might 
be willing to address that audience if Be11mon so desired. 

This is the second year of a series of meetings financed by the 
Rockefeller Foundation. Previous speakers have included Norman Bor1aug, 

'l~ Maurice Williams and David Hopper. 

2. Woods made it clear that you are welcome to discuss any 
issues relating to world food problems. We think the theme, "Food as a 
Determinant of World Development in the Next 20 Years" might be suitable 
as a way to introduce the manner in which international economic events 
of the 1980's may unfold. 

I. Political Issues 

The tense and uncertain situation in the Middle East make it 
difficult to predict what will be in the forefront of your audience's 
mind in two months. However, the caution, if not indifference, which 
members of Congress are showing towards such issues as foreign aid 
legislation and reports on world hunger (by the Sol Linowitz Commission) 
only hide a deeper uncertainty as to the near term prospects for the U.S. 
and the world economy. As they go home for the holidays they will hear 
about the weakness of U.S. productivity, the erosion of U.S. competitive­
ness, and the structural weakness of the American steel and automobile 
industry vis-a-vis foreign firms, and the rising challenge from finished 
products originating in developing countries, often with the cooperation 
of multinational business firms. 

The Iranian crisis has raised the question whether development 
assistance really pays off. "For years I've taken pride in the number of 
students from abroad trained in agriculture" one grain-belt congressman 
told us recently, "but now I have serious doubts". 
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What these politicians seek is evidence that world-wide economic 
chaos can be avoided without massive budget deficits; that some reason can 
prevail over the exaggerated claims of the "new economic order". 

They will look to you for evidence that progress is indeed being 
made, in spite of high odds and the pressure of unacceptable population 
growth--an issue on which some improvement can be expected in the next 
decade. 

II. Items for your Statement 

1. How is the world food system going to be managed? Key factors 
include (a) the u.S. role as major food supplier, (can and should food be 
used as a weapon?), (b) policies of upper income developing countries who 
can afford to purchase food abroad but often follow protectionist policies 
at home, (c) the global challenge of feeding 800 million poor people in low 
income nations who do not have the foreign exchange to buy food (d) the 
impact of agricultural policies of centrally-planned economies. 

2. What objectives have to be met? 

(a) Assuring an adequate global food supply and 
distribution system; 

(b) meeting the demands of importers who can pay; and 

(c) helping other LDC's grow more food. 

3. What adjustments are called for? 

(a) Policies in LDC's to tap the ingenuity of 800 million 
small farmers so that the world is secure in the 
knowledge of having a renewable resource base for 
foods and fibers in an era when there will be scarce 
energy. 

(b) u.S. agricultural policies which will lay the founda­
tion for a genuine partnership, i.e. support for sound 
institutions like the World Bank and proposals like 
the World Food Authority. 

3. Bel1mon would like to have a prepared text to circulate in 
advance. We promised a paper two weeks before your appearance. Accord­
ingly, we will prepare a background paper with the help of Yudelman to be 
delivered to you by January 25, 1980. 

cc: Messrs. Wm. Clark 
Yudelman 
Lewis 
Riddleberger 

PR:sb 



Mr. Mauri. J. Will 
eutlv])l tor 

World Pood Couaeil 
Vta d 11 T 4t C raeal -
00100 , Italy 

Dear Maury. 

The •• ctoDd probl _ 

At preeent: art $ling OUt"£' "*' .1onl in t • PhU1ppiDa ; 
in a better _ 1tioc to jucla- t -. utility -of .. .ffor _ by _ 
t beli.". we have c 10 
Food Pollc1. in that -cOtohltry provid.. • f¥IUIIII'wv 



Mr. W1111atn8 - 2 -

•• mll> af c.ur.-- t foOdt~. IY 
u • . all with you ftan i t. 
mlaht be k4m. 

8,1! wisb •• ' to you an B tey for th hcltd Y I 

bee: Mr. McNak 
Mr. Yudelman 

Yudelman/Stern:lms 

Sincer 11', 

I'nteat tern 
Vie py . !den_ 
.0, t-attone 

11,. 1919 



united nations 
nations unies 
naciones unidas 

world food council 
conseil mondial de l'alimentation 

consejo mundial de la alimentaci6n 

HEADQUARTERS: Via delle Terme di Caracalla, 00100-ROME Cables: FOODAGRI ROME Telex: 61181 FOODAGRI 

••• 

t{(~ 

23 November 1979 

~ 
Dear~ara, 

You will be interested to hear that some 25 oountries have nOli indicated 
an interest in preparing and implementing a national tood strategy. A 
list is attached. We are hopeful that the World BaDlc will take the lead in 
six ot these oountries. In addition to Bank aotivity currently und rway in 
the Philippines and Bangladesh, we understand that you now have a preliminary 
mission in Nigeria, and that you are oonsidering undertaking work in Venezuela, 
MOroooo and Indonesia. 

In a meeting last week, the Nigerian Minister of State and Permanent 
Seoretar.y for Agriculture stre8sed to me that they are hopefUl to see the 
strategy prepared by Jlarch so that it C8Z1 be inoorporated in the new national 
development programme. They appeared quite serious in their determination to 
taok1e Nigeria's growing food problems. . 

I have just received Emie Stem's reply to our request that the :Bank 
prepare a tood strategy tor Banglade8h. Given the work underway on tood 
questions in that country, particularly by the Bank, a strategy exercise should 
be very useful in pulling this together and imparting aD additional sense ot 
direction to the administration. 

We understand trom lIr. Yudelman· that the Bank will be preparing a food 
strategy at Venezuela's request. 

Discussions here on 20 Bovember 'With senior Indonesian otficials trom the 
Department of Agriculture, the I1ational Logistio Agency (BULOG) and the 
Department of Foreign Atfairs indicate that a positive responae can be expected; 

lIr. Robert S. JlcNamara 
President 
World BaI1k 
1818 H Street NW 
Washington D.C. 
U.S.A. 

LIAISON OFFICE: United Nations Headquarters, NEW YORK, NY. 10017 Telephone: (212) 754-5693/5694 
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they were, in fact, surprised that it had not already been transmitted to 
us. It ia olear from our discussion vi th them that they would be pleased 
if the Bank 1IIOU1d undertake the lead role in the preparation of a food 
strategy for Indonesia. 

As I informed Monty Yudelman -, verbally, the Ilnister for Agriculture 
of Moroooo has formally indioated his country's wish to prepare a food 
strategy and has asked us to approach the World BaDk tor &8sist8Dce. The 
liniater mentioned that a mia.ion from the Bank is expected to visit 
Morocco early in December 1919 to discuss a detailed study of the entire 
agricultural sector. If the Bank is in a position to &8sist with a tood 
strategy, this might be a suitable opportunity to discus8 the necessary' work. 

After a meeting ye8terday wi th representatives of OECD countries, it 
appears that assistanoe tor the other countries interested vill be forthcoming. 
I envisage the role of the WOrld Food Council secretariat as that of providing 
general olearing house functions through exchange of pertinent information, 
helping to assure reasonably cODsistent result. and continuing to 8timulate 
interest and support on the part ot the donor colDIIIUDi ty. In this regard, it 
would be helpful to keep abreast of the Bank'. progress and cumulative 
experience. 

Best regards, 

Yours sincerely, 

Maurice J. William8 
Executive Director 
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COUNTRIES IHTERESTED IN A BTIOllAL FOOD STRATFllY 
" 

1. Philippines 13. Gambia 

2. Honduras 14. Ecuador 

3. Nigeria 15. Zambia 

4. Bangladesh 16. Uganda 

5. Venezuela 11. Mauri tania 

6. Somalia 18. Jladagasoar 

1. Morocco 19. Grenada 

8. Tanzania 20. Sri lAmka 

9. Indonesia 21. Nicaragua 

10. Cape Verde 22. Liberia 

11. Senegal 23. Sudan 

12. Mali 24. Rwanda 
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David Horowitz Institute for the Research of Developing Countries 

TEL-AVIV UNIVERSITY, Ramal-Aviv, Tel-Aviv, Tel. 4161 : 1, 419679~. ~~') v1~vLA 

~- I . n I' 

Mr. Robert S. McNamara 
President 
World Bank, 
1818 H Str. N.W. 
Washington D.C. 20433 

Dear Mr. McNamara, 

September 25, 1979 

~ lljl; 

Attached hereto we are sending you a copy of the 
manuscript In the Heart of Events an autobiography of the late .. • ,. jt/1. ~ 
Mr. David Horowitz. 

The director of our Institute, Prof. Z.Y. Hershlag 
(at present abroad) wrote to you last month to ask you whether you 
would be willing to write a Foreword to the book, which is to be 
published/ under the joint auspices of our Institute and the Bank of 
Israel. 1 > .~ 

We hope very much that we will receive your kind 
affirmative answer and remain· 

sincerely, 
1 

/ ~- /,1 / (I _'!' ~~ L ~ 
G. Williams 
Secretary of the Institute 

I 
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David Horowitz Institute for the Research of Developing 

Mr. Robert S. McNamara 
President 
World Bank, 
1818 H Str. N.W. 
Washington D.C. 20433 

Dear Mr. McNamara, 

TEL-AVIV UNIVERSITY 
Rama~·-Aviv, Tel-Aviv, Tel. 420706, 419679 

r}~-
ntries -} 

You may have heard of the death of Mr. David Horowitz, 
former Governor of the Bank of Israel and close associate of the World 
Bank during the 1960s. 

Shortly before his death Mr. Horowitz completed his 
book In the Heart of Events - an autobiography which combines Mr. Horowitz's 
personal experiences with the stirring events that led to the establishment 
of the State of Israel and the first 25 years of its existence. It is a 
personal view of the economic and political development of a new country 
showing its successes and failures from the point of view of a man who was 
closely associated with this process and who founded and headed the central 
9anking institution of the country. 

From the written pages there emerges a keen economist who 
actively dealt with problems of development and growth - in particular, in 
aspects of financing - both on the national and international level.. The 
1964 "Horowitz Plan" for the financing of developing nations presented to 
UNCTAD and the World Bank was the result of his thoughts and efforts in 
these fields. 

The David Horowitz Institute and the Bank of Israel 
.intend to publish the book under their joint auspices and the manuscript 
is now undergoing final editing. 

Knowing of your friendship with Mr. Horowitz, I take the 
liberty of asking you whether you would be willing to write a Foreword to 
the book. Obviously we would send the manuscript to you prior to your 
final decision. 

In the hope of receiving an affirmative answer, I remain 

. Hershlag 
of the Institute 
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The World ~ .k 

FOR MR. McNAMARA 

Sir: 

I have read the attached- MS, 
it would not -be appropriate for .you 
FOREWORD. 

12-3-79 

Though Chapter Fifteen [pp. 315-325] deals ' in 
part with the author's role as a governor of the 
World Bank, and Chapter Sixteen [pp. 326-336] with 
the "Horowitz Plan," the book -- from beginning to 
end -- is essentially an autobiographical account 
of his lifelong dedication to~~stablishment and 
progress of the State of Israel. 

A Zionist in his youth in Poland, Horowitz 
lived in Vienna during World War I, and in 1920 
emigrated as an agricultural pioneer to Palestine. 
From that time forward he played an increasingly 
important role in the creation of a Jewish homeland. 
and throughout his public career held a number of 
nigh positions in the financial and economic life 
of Israel. 

On page 345# the author lists what he regarded 
as the £ive milestones of his public life: "partici­
pation in the political struggle before the establish­
ment of the State, including the various Commissions 
and the U.N. sessions; heading the Israel delegation 
which negotiated successfully with the British on the 
claims and counterclaims arising from the termination 
of the Mandate; initiation of the idea of Reparations 
and preparations for its realization; establishment of 
the Bank of Israel; and finally, activities relating 
to the World Bank and UNCTAD when the Horowitz Plan 
was approved." 

While the volume is an important contribution ~e 
the founding and early history of the State of Israel, 

(over) 



it is not a book that you, as President of the World 
Bank, could appropri~tely be identifie9 with in the 
current climate of tension in the Middle East. -

The task, then, is to find a graceful way to 
decline the invitation . to write a Foreword. 

I have attached a suggested draft letter to 
that end. 
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J'¢I RESOURCES, INC. 

5025 East Washington Street! Phoenix, Arizona 85034 
Telephone : (602) 267-7511 TWX: 910-951-1372 

Mr. Robert s. MCN~a 
President, 
World Bank 
Washington, D.C. 20433 

Dear Bob: 

November 23, 1979 

Mailing Address: 
P O. Box 29008 
Phoenix. Arizona 85038 

I greatly appreciated your arranging and presiding over 
the meeting on Wednesday which enabled me to introduce my 
colleagues in the International Energy Development Corporation o 
to you and your senior officers. 

It will help us immensely in trying to assure that 
our efforts in promoting exploration, particularly in some of 
the more difficult developing country :situations, constitute a 
useful and effective response to the Bank's own initiatives in 
this field. 

Thank you, too, for your letter which should be 
helpful in our discussions with the Swiss authorities. 

I want you to know that the personal interest you 
have taken in this matter and the encouragement you have given 
me means a very great deal. You may be assured that I will 
do everything possible to justify your confidence. 

Again, many thanks and warm personal regards. 

Sincerely, 





OFFICE OF THE PRESIDENT 

. Meeting with Mr. Maurice Strong on Energy, November 21, 1979 ! 
Present: Messrs. McNamara, Strong, Bo Ekman, Nordine Ait-Laoussine, Francise"" R. 

Parr~, Keith F. Huff, John M. Godfrey, Stern, Baum, Chadene , Bourcier, 
Friedmann ,y~ 

In his opening presentation, Mr. Strong said that the basic rationale 
for setting up his company for energy development in LDCs had been the realiza­
tion that there was a role for the private sector to play. The ownership was 
American, Canadian and Swedish and would probably also be Swiss. The backgroood 
of his associates was varied and brought the relevant experience to bear on the 
company's activities. The company was not to be a consulting outfit but would 
rather play an intermediary role in financing the front-end costs of energy devel­
opment in LDCs. The ~pproach was to provide the company's own foods for prepar­
ing important exploration cases in LDCs, ranging in cost from $200,000 to a few 
million dollars. The group would not carry out large-scale exploration on 
development programs on its own but would rather invite others to come in as a 
consortium. It would expect to be refooded for its front-end outlays by the 
consortium and to participate in the profits if the consortium's exploration 
activities proved to be successful. It had to be emphasized that the company 
would be on the side of the COootry and would work on the basis of a pre-established 
level of compensation agreed upon with the COootry and not (as was usually the case) 
with the consortium. In order to be flexible, the group might eventually set up 
a consulting affiliate. 

In response to a question by Mr. McNamara, Mr. Strong pointed out that 
the COootry concerned would own the work done by his group. Coootries which had 
shown initial interest were Tanzania, North Yemen and the Sudan. Further candi­
dates might be Angola, the Ivory Coast and other West African coootries. Also, 
he was hopeful of being able to work with OPEC on assisting LDCs in this area. 
He emphasized that the characteristics which distinguished his company from others 
were (a) its central purpose of helping LDCs, and (b) its willingness to take on 
the difficult areas and coootries in its work. 

Mr. McNamara asked the CPS staff to report on the coootries which, in 
the Bank's view, offered a reasonable potential for energy development but on 
which no significant work had yet been done. Mr. Bourcier named the following 
coootries: in East Africa, Tanzania, Somalia, Madagascar and Rwanda/Bunmdi; in 
West Africa, Equatorial Guinea, Guinea and Liberia; and in Asia, Burma and Viet 
Nam. In the case of Latin America, all coootries had reasonable exploration pro­
grams ooderway. The three coootries with the greatest potential with respect to 
inunediate production possibilities were probably Burma, Madagascar and Viet Nam" 

Mr. McNamara said that he would like to see an application of the capa­
city of Mr. Strong's group to one of these coootries. The Bank had not moved very 
far yet into the extremely difficult exploration field; however, it had oodertaken 
interesting projects in other areas of the energy field. Mr. Bourcier reported 
that the Bank had so far mainly financed development projects, starting in 1977 
with Bombay High (155 million) for which an extension was now ooder consideration, 
followed by the development of marginal fields in Pakistan, and engineering loans 
to Thailand for gas, to Turkey for secondary recovery, and to Egypt for the re­
covery of presently flared gas. Also, a letter of intent had been signed by Gulf 
Oil, the Government of Pakistan and the Bank to the effect that, if a discovery 
resulted from the Gulf Oil-paid exploration, the Bank might finance the Pakistani 
part of the development costs. With respect to the Bank's pipeline, 15 projects 
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were presently being processed in the fields of rehabilitation of old oil fields, 
secondary recovery and production for domestic markets. Most of these had an 
exploration component which could lead to follow-up projects. In the field of 
exploration, the Bank had work underway in a number of countries which included: 
(i) obtaining additional seismic data in order to prepare big packages for oil 
companies; (ii) advising governments on contracts, etc.; (iii) undertaking 
regional interpretation of data, for example, for the West Coast of Africa; (iv) 
considering direct loans to oil companies in order to reduce the political risk; 
and (v) considering direct financing of exploration for national oil companies 
so that they could open up new basins. In sum, about 25-30 projects were in the 
pipeline. Mr. Friedmann added that the Bank was carrying out substantial sector 
work on oil, coal and power, with the purpose of assisting countries in formulat­
ing energy sector policies. This was time-consuming because it required the 
setting up of institutions. The Bank planned to undertake some 15 such sector 
studies per year. 

Mr. McNamara said that the Bank had started with the proposition that 
it was the donor of last resort. This explained why there had been no activity 
in the past. Some two years ago, it was then decided that the Bank would have an 
important future role to play in assisting LDCs in developing energy plans on a 
country-by-country basis. He warned, however, that the Bank was still at the 
"stone age" stage in terms of acquiring the necessary expertise. 

Mr. Strong pointed to the fact that his group had an important network 
of specialists lined up; some of his associates had experience in institution­
building and in developing national legislation in the energy field. As he put 
it, his group lived in the "international energy network." He emphasized that 
it would be helpful for his company to learn about the Bank's country approach 
for those countries in which his group was becoming involved. Mr. McNamara as­
sured Mr. Strong that the Bank would be interested in working with his group, 
among others, because it was oriented by the interests of the LDCs. Mr. Strong 
pointed to the fact that the major oil companies had deliberately not been chosen 
as shareholders but that he was pleased by their favorable reaction to the estab­
lishment of his group. The large oil companies would of course be members of the 
consortia which his company would put together; for example, Gulf and Atlantic 
Richfield were interested. 

Mr. MCNamara enquired about OPEC's plans with respect to assisting LDCs 
in energy development. Mr. Parra replied that a group had been formed in OPEC 
with Minister Yamani's participation, in order to formulate an approach towards 
LDCs. The task force report would soon be ready and would probably recommend 
establishing a separate organization for financing exploration and development 
in oil-importing LDCs. This organization should be established in cooperation 
with the industrial countries which would contribute the required technical ex­
pertise. Mr. McNamara urged that the approach of such an organization should be 
made simple; it was not clear to him how it would get the required technical ex­
pertise. Mr. Parra replied that this should be part of an over-all package deal 
between OPEC and OECO. 

Mr. Strong observed that, in LDC energy development, the entrepreneurial 
element was frequently the missing link; his company would try to provide that 
link. It would of course have to be a profitable undertaking but profitability 
was not the prime purpose. 
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Mr. McNamara summarized that, as he understood it, Mr. Strong's group 
would (i) choose a country to go in, (ii) put up the required front-end money, 
which would be lost if no exploration group were formed as a result of its work 
and which would be recovered if such a group were formed, and (iii) would make 
profits if the exploration consortium's activities turned out to be successful. 
He suggested that the company might be able to provide a consulting function to 
the Bank. Mr. Strong expressed the hope that his group would playa complementary 
role to the activities of the Bank. 

C~ 
November 29, 1979 



WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Caio K. Koch-Weser (EXC) 

FROM : Yves Ro"iani (EGY) ~ 
SUBJECT: Mauri€! / Strong's visit November 21 and other subjects 

I will take advantage of my forthcoming visit to Paris to also 
visit four agencies involved in energy in Vienna and the EIB in Luxembourg. 
As a result, I would not be able to attend Mr. McNamara's meeting with 
Maurice Strong on November 21. I have cleared this matter in advance with 
Mr. Stern. 

I also take the opportunity to attach two notes of interest to 
Mr. McNamara: Heavy Oil (in connection with the visit of Andre Giraud, • • //)v/1, D, 

French! Minister of Energy); and Photovoltaics (in connection with Jet · ••/1-.ev&. ,~ ... 
Propulson Laboratories' work). ~·,.<;, ~. 

cc: Messrs. Stern (OVP) 
Baum ( CPSVP) 

Attachments. 

YRovani:pa. 

ct tL 
/r/rf 



JL¢1 RESOtmCES, INC. 

5025 East Washington Street I Phoenix, Arizona 85034 
Telephone: (602) 267-751·1 TWX: 910-951-1372 

November 5, 1979 

Mr. Robert McNamara 
President 
World Bank 
1818 H Street, N.W. 
Washington, D.C. 20433 

Dear Bob: 

Mailing Address: 
PO. Box 29008 
Phoen~Ar~ona85038 

I very much appreciate the meeting you have arranged to 
enable me to introduce to you and your senior staff the 
colleagues who are joining me in the new international oil 
and gas corporation we have formed for the purpose of faci­
litating oil and gas exploration and development in developing 
countries - International Energy Development Corporation. 

Enclosed is a memorandum which provides some general back­
ground information concerning the new corporation, its pur­
poses, management and proposed methods of operation. You 
will note that it is designed primarily to play an entre­
preneurial and intermediary role in promoting oil and gas 
exploration rather than act purely as a consulting or service 
organization, although it will be in a position to provide 
such services on occasion. 

What we would hope to accomplish from our meeting with you 
and your staff is: 

(1) to introduce our senior personnel and have an 
opportunity to explain in further detail our 
organization and proposed methods of operation; 

(2) to gain a better understanding of the Bank's 
program of assistance to developing countries 
in the oil and gas sector and the ways in which an 
organization like ours might most usefully con­
tribute to the achievement of the Bank's objectives 
in this field; 
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Mr. Robert McNamara 
Nove~ber 5, 1979 
Page Two 

(3) to identify some specific countries or areas 
where the Bank believes that new or additional 
exploration initiatives might be particularly 
useful and timely. 

We are prepared to give priority attention to those developing 
countries which need, and would welcome, more exploration 
activity than they are now receiving and as to which special 
efforts appear to be needed to generate such activity. In 
other words, we are prepared to take on some of the more 
difficult areas. 

Please let me know if there is any further information that 
you or your people would like to have in preparation for the 
meeting, and I will do my best to provide it. 

Many thanks and best regards. 

MFS: jr 
Enclosure 

Sincerely, 

'1\CUvu-CL r: ~ 0, 
'= ;;J 

Maurice F. Strong 

(Dictated but not read by M. F. Strong) 
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MEMORANDUM 

Re: Creation of a Corporation to Promote 

Oil and - ~asExploration and Development in Developing 

Countries - International Energy Development Corporation 

1. Purpose 

The purpose of this memorandum is to outline the 

main elements of plans for creation of a corporation with 

an international character, both in its ownership and its 

management, to promote and facilitate oil and gas explora-

tion and development, principally in developing countries 

and to help developing countries become more self-reliant 

in meeting their energy needs. 

2. Background 

A survey recently commissioned by the World Bank 

indicates that seventy developing countries have signifi-

cant oil and gas prospects which are not adequately being 

explored, particularly in light of the growing shortages 

of petroleum in the world as a whole. While the "ultimately .. 
recoverable reserves of these countries cannot be known 

with any certainty, a recent estimate suggests that the 

oil importing developing countries (as distinct from the 

OPEC countries) now have about two percent of the world's 

proven reserves'"' but could account in the future for about 
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fifteen percent of the world's ultimately recoverable re­

serves. These countries thus represent one of the principal 

potential sources of new oil and gas production in the world. 

The World Bank survey estimates the prospects of 

these 70 countries, in terms of the size of their potential 

reserves, , as: 13 with a "very high" potential; 10 with a 

"high" potential; 15 with a "fair" potential; and 32 with a 

"low" potential. However, recent increases in oil prices and 

the prospect of further increases and shortages, combined with 

improved exploration and development technologies are making 

some areas of relatively low potential much more attractive 

than they have been in the past. 

Although these developing , countries represerit a 

significant portion of the world's potential fO~ , new discov­

eries, the exploration rate in these countries has been and 

still is very low in relation to exploration activities els 'e­

where and to their potential. Exploratory drilling in the non­

oil producing developing countries amounted to only about 

five percent of the world total in 1975-76 (the last years 

for which figures are available) and was lower than ' in 1972-

73 despite an increase of approximately ninety percent in the 

industrialized countries where the intensity of exploration 

was already far higher. 

, .. /3 
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The World Bank report also estimates that of the 

23 developing counti'.ies wi th high or very high -prospects, 

only 7 have been explored adequately, and of the 15 coun-

tries with fair prospects, only one has been explored ade-

quately. One of the principal reasons for this low rate of 

exploration activity has been the reluctance of the major 

international oil companies to make new commitments . in many 

of these countries. This is in part because the companies 

have not assigned high priority to increasing their produc­

tion from countries which they regard as politically risky 

and in part because of the relatively low probability of 

developing significant exportable surpluses in many of the 

developing countries. 

An important factor in relation to assumptions as 

to "political risk" is the mutual suspicion and- lack of con- ' 

fidence which prevails between many of the developing coun-

tries on the one hand · and the private oil companies, parti~ 

cularly the major international companies, on the other. 

Most developing countries feel very much disadvantaged in 

their dealings with the major oil companies because of the 

substantial disparity that usually exists between the exper-

tise and the financial power of the companies as compared 

to that of the governments concerned as well as the signifi­

cant political influence and support many of the companies 

are thought to ,have with their own home governments. Some 

.. /4 
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of these suspicions and concerns have a basis in the pre­

vious experience . of . developing countries, and some are based 

on the same kinds of factors, however exaggerated they may 

be, which affect the attitudes of people in the industrial­

ized countries towards the oil industry. 

These concerns of developing countries do not usu- ·· 

ally lead to a refusal to deal with the private oil companies. 

On the contrary, most governments recognize that they are 

the principal sources of the capital and know-how necessary 

for effective exploitation of their own oil and gas resources. 

But they often create a negative climate which adds to the 

inhibitions of the private companies and the weight they 

assign to the political risk factor. 

In some countries, private companies have exper­

ienced expropria'tion, harrassment or hostility which has led 

to a very cautious and in some cases' wholly negative attitude 

on the part of the companies towards exploration and develop­

ment in the developing countries. They thus attach a high 

degree of political risk in any investment possibilities in 

such count~ies and this in turn leads them to expect rates 

of return which are considered too onerous by the govern­

ments concerned. 

Oil and gas exploration in the developing countries 

is thus caught tlp in something of an impasse in which both 

.. /5 
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the oil industry and governments realize that more exploration 

and development is essential, but neither have been able to 

establish the basis of mutual confidence and workable ar-

rangem~~ts that would permit a significant acceleration of 

exploration activities. 

The World Bank has now recognized this need and has 

established a new program of assistance to developing coun­

tries, and, through the International Finance Corporation, 

of support for private companies participating in explora­

tion and development ~ in developing countries. This includes 

providing assurances of loans for development and infrastruc­

ture costs should a discovery be made, loans directly to de­

veloping countries to permit them to finance a portion of 

their own exploration and development, and loans by the In­

ternational Finance Corporation to private companies partici-

pating in programs of exploration and development in these 

countries. The Bank estimates that in the five-year period 

ended in 1983, bank ' financing , o~ .exploration and develop­

ment activities in these countries would represent some 1/3 

to 2/5 of the total amount of investment required. In addi-

tion, the, International Finance Corporation expects to be 

able to make available a total of from $650-$750 million dur-

ing this period. In addition, the United Nations Development 

Programme has agreed to make significant financing available for 

technical assistance to the developing countries concerned, 

.. /6 
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and other development assistance agencies are now interested ' 

in providing financing of various kinds. 

However, the World Bank and other interested 'devel-

opment assistance agencies recognize that their support can-

not alone ensure the needed acceleration of, exploration and 

development in the developing countries. It requires a spe­

cial kind of entrepreneurship which neither the Bank, nor 

the traditional sectors in the oil industry, nor the develop-

ing country governments are yet providing to the degree which 

will be necessary. There is thus a gap which would be filled, 

at least in part, by creation of an organization especially 

designed to help meet this need. It would have to be one 

which is credible both with developing countries and with the 

oil and~, gas industry, one which would have as its purpose 

the creation of groups or cpnsortia of companie~ willing -

and able to carry out increased oil and gas exploration and 

development in developing countries under conditions that . 

are acceptable in both economic and political terms to such 

countries. Such an organization should ideally have an inter-

nation'al character with its ownership not concentrated in any 

one company or country, with ~ trong participation in the lead- ~ 
ership and management of the company on the part of people 

who have the confidence of developing countries as well as 

those who can bring to it the required oil and gas industry 

knowledge and expertise and access to management, operational , 
," 

and financial capability. 

. . /7 
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The initiators of this proposal. have consulted 

widely with senior representatives of the World Bank, the 

United Nations, industry and governments in both industrial-

ized and developing countries. This has confirmed the poten-

tial usefulness of such an organization and a willingness 

to cooperate with it. It would have to be equipped so as 

to perform a significant role in helping to bridge the gaps 

that now exist between developing countries on the one hand 

and industry on the other so as to make possible the accel­

erated expLoration and development which is now of such com­

pelling importance, both to the countries concerned and to 

the world community. 

The world needs more oil. The developing countries 

represent a significant portion of the world's total potential 

for discovery of new reserves. Although the pri.I?-cipal bene­

ficiaries of such discoveries would be the developing coun-

tries themselves, the development of new sources of supply 

anywhere creates a welcome addition to world supplies and 

thus benefits the entire world community. At a time when 

relations between industrialized and developing countries are 

so strained in many areas, this is one area in which there ·is 

a compatibility of interests between both industrialized and 

developing countries. This was affirmed at the recent Tokyo 

summit meeting when heads of the industrialized country gov­

ernments specifically recognized the importance of assisting 

.. /8 



-8-

developing countries to step up ' development of their oil 

and gas potential. 

The OPEC countries, too, have demonstrated a very 

positive attitude towards as,sisting oil importing developing 

countries in accelerating their own oil and gas development. 

OPEC countries are already providing financial assistance 

to those other developing countries for energy-related pro­

jects, and leading representatives of OPEC have indicated 

recently that OPEC is likely to take a much more active and 

positive part in encouraging and assisting oil and gas explor­

ation and developmen,t in other developing countries. Again, 

however, it is likely that OPEC countries will want to play 

more of a supporting role than an initiating one and would 

be prepared to cooperate with other organizations that are 

working closely with developing country governm~nts in this 

area. 

3. Method of Operation 

The Corporation will act as an instrument, or 

"prime mov~r," in putting together and initiating exploration 

projects. It will use its own f~nds largely to finance the 

preliminary work required to identify feasible exploration 

projects and bring them to the stage where large scale ex­

ploration can be initiated. It will not normally invest its 

own funds direc'tly in the resulting' exploration and development 

.. /9 
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operations. It is expected that ,the shareholders will in­

dividually participate in exploration and development pro­

jects which the Corporation develops. In such cases, finan­

cing of "their participation would be provided separately and 

directly to the project rather than channelled through the 

Corporation. 

The Corporation will focus its attention primarily 

in those areas of the developing world with oil and gas pros­

pects which warrant commercial exploitation and in which its 

services are desired by the government concerned to the ex­

tent that it is able to work out satisfactory arrangements 

which make it possible for it to playa significant part in 

the country's oil and gas development. In some cases, this 

may mean entering into an arrangement or understanding with a 

country which would enable the Corporation to a~sist it in 

preparing its overall plans for accelerating exploration 

and development of its oil and gas potential and taking an ' 

active part in implementing such plans; in other cases, it 

might involve a particular area or region of the country. 

Depending on the stage of the country's development 

in the petroleum field and the requirements of its government, 

the Corporation would be in a position to advise and assist 

it in obtaining suitable technical assistance for ,preliminary 

geological surveys and assessments of its potential, for 
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strengthening of its own national capability in respect of 

petroleum-related legislation, regulation, and administration 

and the obtaining of financing from World Bank and other de-

velopment assistance sources to finance participation by its 

own national petroleum corporation, or other national agency, 

in the proposed exploration and development activities. The 

Corporation would not normally charge the developing country 

for such services but would endeavor to obtain from the gov-

ernment an agreement entitling it to payment based on the 

success of its efforts. It is recognized that the conditions 

from country to country will vary substantially and that the 

Corporation will have to be flexible in ', the ~e~ign \df 3,its 

specific arrangements with client countries. 

The initial priority of the Corporation in any coun­

try in which it proposes to operate will be to assemble and 

evaluate all available existing geological and exploration 

data on the country and to make the kind of arrangement with 

its government referred to above. Virtually all of the coun­

tries which offer prospects for oil and gas exploration and 

development will have already been subjected, in varying de­

grees, to'geological surveys and other forms of exploration. 

The data resulting from these will reside in part with the 

government and in part with the companies which undertook the 

original work. Assembling and evaluating this information 

will often require purchase of data or exchange of data and 
," 

.. /11 

I 



'c 

-11-

evaluative information with the companies that have it in 

return for the right to participate in the Corporation's pro­

gram in the country concerned. The Corporation will not nor­

mally commit any significant portion of its own capital to 

new or additional exploration surveys as funds for such pur­

poses would be provided by its shareholders and other 

participants. 

On the basis of the existing data, the Corporation 

will prepare a profile of the exploration prospects and a 

proposed program for preliminary exploration and/or drilling 

~ for the evaluation of such prospects. 

The Corporation will then attempt to assemble a 

consortium of companies which together have the financial, 

technical and operational capability required to. undertake 

a program of exploration and development on the' scale envis­

aged. Invitations to participate in such consortia would he 

issued only to corporations acceptable to the host government 

and normally there would be a number of such participants . 

from several countries so as to minimize the political risk 

for the companies concerned and the risk for the country of 

having its oil and gas development dominated by anyone cor­

poration or country. Participants in such consortia might, 

depending on circumstances, be other national oil companies, 

dependent oil and gas companies, and multinational oil 

companies. 

. . /12 
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A separate consortium would be formed for each 

country and in some cases more than one consortium may be 

formed in a particular country where more than one separate 

program-is undertaken. It would be the Corporation's inten­

tion to serve the interests of the developing country in any 

negotiations with consortia. The d~veloping country con­

cerned would therefore clearly be the "client." It would 

therefore, be important that· .the ·:remuneration received by the 

Corporation as a result of any such negotiations be clearly 

established with the government concerned in advance and 

that it not be dependent upon the terms negotiated with the 

consortium companies. Normally, however, the consortium 

companies would be expected to be responsible for such remun­

eration, . and this would have to be provided for in the .agree­

ments with them. 

The remuneration for the Corporation's services 

would normally have three components; 1) an initial cash fee 

designed to assure full recovery of its "front end" costs; 

2) additional cash fees based on a percentage of exploration 

costs actually incurred by the consortium, in return for 
, -"', 

which the Corporation would provide overall supervision and 

advisory services to the government in re~pect of the explo­

ration · activities concerned; and 3) a small percentage inter-

est in the proceeds of production if commercial production 

is established., .. 

. . /13 
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During the first year of operation, the Corporation 

will concentrate on developing profiles of each of the coun-

tries which are considered most prospective from the geolo­

gical, "p'olitical, and economic points of view. In this, it 

will be g'uided by information already available through , the 

World ,Bank, United Nations, and other industry and govern-

mental sources. 

It should be understood that negotiations of this 

nature with governments are often done over a substantial per-

iod of time before firm agreements are obtained. Thus, nego-

tiations are likely to be initiated during the first year or 

so with a number of governments, perhaps on the order 6f ten 

or fifteen. However, the Corporation should be prepared to 

wait at least a year before the first specific agreement is 

completed and should not expect to complete more . than two or 

three in the first two-year period. It is normally entirely 

feasible to carry out negotiations on ten or fifteen proj ec'ts 

at once, as most do not require continuous day-by-day involve­

ment. There are, characteristically, periods of intense 

activity, followed by long periods of waiting for decisions. 

The Corporation should also be prepared to assist 

countries in mobilizing the financial, technical, and manage-

ment resources required for development, transportation, :~ and 

use of oil and ,.gas discovered through its activities. Another 
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area in which it should be in a position to offer its ser-

vices is in projects for increase of production by use of 

secondary and tertiary recovery methods. 

4. Possible Dedication of Profits to Support International 
Development and Conservation 

In light of the special relationship which the cor-

poration aspires to develop with governments and international 

organizations, it would be difficult to justify establishing 

the kind of "tax refuge" status which would wholly or largely 

exempt the Corporation from payment of income taxes at levels 

comparable to those paid by corporations operating ', from the 

usual national jurisdictions. On the other hand, as the com-

pany's sources of income are likely to be very international, 

and primarily from developing countries, and it is anxious to 

establish as int,ernationa1 a character as possible, it would 

be equally hard to justify paying income taxes solely or 

primari1y ·to a developing country government. It has been 

thus proposed that the Corporation be established on a basis 

that minimizes any formal liability for income taxes and that, 

in lieu thereof, it become "self taxing" by voluntarily de-. . 
dicating a portion of its income" roughly comparable to what 

it might otherwise be liable in an average developed country, 

to broad international purposes which would primarily benefit 

the developing countries. 

. . /15 
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In order to do this, a portion of the Corporation's 

profits, after all applicable taxes, might be dedicated in 

perpetuity to support of international programs for the bene­

fit of ' poor and disadvantaged people throughout the world 

and conservation of nature and natural resources, with a par-

ticular emphasis on the needs and interests of developing 

countries. 

Possible objections have been raised to this ap­

proach on the basis that it may lead client countries in 

the developing world to feel that the Corporation is aspiring 

to make too high a level of profits and that any redistribu­

tion of surplus profits from activities which have their 

source in their countries should be returned to them rather 

than be directed through international channels. 

This whole matter is still under consideration by 

the sponsoring shareholders and ~ final ··decision on it can be 
( 

made only after further assessment can be made of the Cor-

poration, d probable tax status and the other policy implica­

- tions of this concept. 

) 
5. Capital Structure 

The sponsoring shareholders are providing $10 million 

of capital initially with remaining capital subscriptions to 

depend on the Corporation's future needs as they develop . 

.. /16 
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6 . Incorporation 

The Corporation's solicitors, Herbert Smith & Com-

pany of London, England, are now proceeding to incorporate 

a compariy in a jurisdiction .that will provide the maximum of 

advantages from th·e point of view of tax, poli tical ~ and prac­

tical operating considerations. It seems likely that a 

Netherlands corporation will be best in this connection with 

possible subsidiaries in the U.K. and/or Switzerland. 

The name "International Energy Development Corpo­

ration" has been reserved in the U.K., and it is hoped that 

this name will be acceptable to the Netherlands authorities. 

7. Shareholders 

As the character of the ·Corporation will be very 

much influenced by its shareholders, the initial group of 

sponsoring shareholders have been invited to participate on. 

the basis of the following criteria: 

1. The international character of ·. the C~rporation; 

2. Financial credibility; 
, " 

3. Technical and operational credibility; 

4. Political objectivity and acceptability; 

· 5. Capability of establishing confidence and co-

operation with the privat~ sector petroleum com­

panie.s, particularly the major multinationals, 

without being dependent on or hostage to ·them . 

. . /17 
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The initiative for this new venture has been taken 

by AZL Resources, Inc., a U. S. resources and agribusiness 

corporation of which Mr. Maurice F. Strong, former President 

and' Chairman of the Canadian national oil company, Petro­

Canada, is Chairman of the Board and a principal investor. 

Two other companies have been invited to participate, and 

both have indicated their interest, in principle of doing 

so. These are: Sulpetro Limited, a leading Caradian indepen­

dent producer of oil and gas with significant German and 

Swiss shareholdings; and Volvo Petroleum, a wholly owned 

subsidiary of Volvo, A.G., the Swedish manufacturer of auto­

motive and transportation products which has recently entered 

the petroleum indus try · .. 

However, the three initial sponsoring ,shareholders 

have agreed not to issue invitations to others for the time 

being. They have 'agreed each e
• to provide equally the initial 

financing required to launch the Corporation's operations 

and once the Corporation's future financial needs and opera-

tional plans are more clear will be in a better position to 

decide on ~ the selection of additional shareholders and the 

basis on which they might be invited to participate. 

Provision wilt also be made for several of the 

senior persons who will be contributing to the management , 

of the Corporation to participate in ~ts share ownership. 

__ /lS 
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8 . Directors 

Each of the sponsoring shareholders will have the 

right to elect two members to the Board of Directors and 

provision will also be made for each to name an alternate 

director to act in the absence of a director. Initially, 

it is proposed that each of the sponsoring shareholders name 

only one of the directors to which they are entitled. 

Thus the initial Board of Directors of the Corpo-

ration would be: 

Nordine Ait-Laoussine 

John M. Godfrey 

Pehr G. Gyllenhammar 

Keith F. Huff 

Francisco R. Parra 

Maurice F. Strong 

Gus Van Wielingen 

9. Management 

The management team consists of the following: 

Maurice F. Strong - Chairman and Chief Executive 

Officer. Mr. Strong was first Chairman and President of 

Petro-Canada, the Canadian national petroleum and energy 

corporation, and is now Chairman of AZL Resources, Inc . 

. . /19 
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Nordine Ai~-Laoussine - will serve ,initially as a 

consultant and is expected to assume the title and full re­

sponsibilities as Managing Director wit~in the next few months~ __ ~ _ 

Mr. Ait-Laoussine, a geologist, was formerly Executive Vice 

President of Sonatrach, Algeria's national oil company, with 

which he has served in various senior management capacities 

since its inception about fifteen years ago. He also served 

as the representative of Algeria at the Organization of Pe-

troleum Exporting Countries (OPEC). 

John M. Godfrey - Joint Managing Director. 

Mr. Godfrey has extensive experience, primarily in land and 

contracts negotiation, both in Canada and internationally. 

He served in Canada with Imperial Oil (an Exxon subsidiary) - ~ 

and Dome , Petroleum and most ,recently served as Vice President 

in charge of land for Petro-Canada. Mr. Godfrey's duties ' 

will include special responsibility for contract and land 

negotiations. 

Francisco R. Parra - Executive Director. Dr. Parra 

is a petroleum economist with extensive experience in the in-

dustry and ., as a private consultant prior to joining OPEC in 

1962 firstly as Economic Advisor and then as Secretary-General 

of the Organization. He has since been Managing Director 

of Petroleos de Venezuela (UK), a subsidiary of the Venezuelan 

national oil company. Mr. Parra will have principal responsi­

silities for t~~ economic aspects of the Corporation~ s actities . 

. • /20 
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Keith F. Huff 
-------J 

Executive Director. Mr. Huff, a 

geologist, served for 35 years with Exxon Corporation and 

affiliated companies, the last period of which as World Ex­

ploration Manager. He will ' be primarily responsible for the 

Corporation's exploration activities. 

The supporting technical and administrative staff 

would, in the first year or so, be relatively small - on the 

order of ten to twelve persons, depending on the degree to 

which geological, land, and other services may be obtained 

from consultants and service organizations. Such services 

are available, and it is normal practice to use them in the 

petroleum industry. On the assumption that the Corporation 

will rely heavily on such services during the initial period 

of its activities, the full-time staff requirements would 

likely be limited to at least one senior person ,with broad 

international exploration experience, a senior person with 

land and legal experience, an, accounting officer, one or 

two research assistants, and clerical and secretarial staff. 

10. Headquarters 

. -'" 
Offices of the Corporation will be established ini­

tially in the London area of England and investigations are 

, continuing as to the possibility of locating part of its 

operation in the Geneva area of Switzerland. 

" 

.. /21 ' 
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11. Financing and Budget 

The three ~ponsoring shareholders are undertaking 

to be responsible for providing 25% each of the total initial 

capital of $10,000,000 by subscribing for a total ' of 225,000 

preference and 250,000 common shares each. In principle, 

they have ~greed that it may be desirable to have one or 

more other shareholders who would be able to make a signi­

ficant contribution to the Corporation's objectives and, if 

such shareholders can be found and unanimous agreement reached 

to invite them to participate, it is understood that up to 

25% of the capital may be made available for this purpose. 

In the meantime, each of them has agreed to undertake respon­

sibility for their respective portions of the additional 

$2,500,000 capital pending a decision on whether others will 

be invited to participate. 

The preference and common shares are to be main­

tained as a "package" with prohibitions on sale or transfer 

separately unless otherwise agreed by 75% of the shareholders. 
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The Population Council One Dag Hammarskjold Plaza 
NewYork,NewYork 10017 

Cable: Popcouncil, New York 
Telephone (212)644 -1300 
Thlex: 234722 POCO UR 

George Zeidenstein 

President 

5 November 1979 

Dear Bob: ~ · ~~CHN~ 
1!~.-.• ..-

I look forward to seeing you on the 20th at 5:30 ... p:m·~·.,.. One of 
the items on my agenda is an effort I have undertaken to enlist the 
core support of governments for the Council. Formal proposals have 
been transmitted to the governments of Denmark, Netherlands, Norway, 
Sweden and West Germany. For your information, copies are enclosed 
along with copies of related letters. 

What is needed next is follow up and in addition to my meeting 
with you, I am seeing Rafael Salas and speaking with Carl Wahren (IPPF) 
seeking active support. I'll be contacting some of the officers of 
Ford and Rockefeller Foundations, too. 

We need people whose views are respected internationally and 
people whose work brings them into contact with high-level officials 
in donor governments to support our submissions that (1) the Council is 
an essential scientific resource for all who are engaged in or care about 
population activities, and (2) its international character qualifies it 
for support from the donor governments and, indeed, their support and 
participation is essential for full realization of the Council's inter­
national character to be achieved. It is also the case that unless the 
donor governments are enlisted, the Council's long-range financial 
future will be precarious. 

It might help in the current effort and be worthwhile on its 
own merits to try to recruit to our Board of Trustees one or two 
distinguished people from the continent, say Germany and Scandinavia, 
for example, Perhaps you will have some thoughts about this. Our 
current list is stated in the enclosed brochure. 

All the best, 

Sincerely, 

Mr. Robert S. McNamara 
President 
Internati.onal Bank for Reconstruction 
and Development 

1818 H Street, N.W. 
Washington, DC 20433 

Enclosures 

1 I( 

') 
1~~ 
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L'l¢1 RESOURCES,INC. 
Mailing Address: 

5025 East Wash ington Street/ Phoenix. Ari zona 85034 
Telephone : (602 ) 267-751-1 TWX: 910-951-1372 

P O. Box 29008 
Phoenix. A rizona 85038 

October 24, 1979 

Ms. Sanders 
Office of Mr. Robert F. MacNamara 
President 
World Bank 
1818 H Street, N.W. 
Washington, D.C. 20433 

Dear Ms. Sanders: 

Confirming our telephone conversation this morning, the 
following is a list of the International Energy De­
velopment Corporation participants in the meeting to be 
held on Wednesday, November 21 at 10:00 a.m. at the World 
Bank: 

Maurice F. Strong 

- II)~ j) 

Pehi G. Gy l l e n hannna r -- President o.f ~ ~ 
Bo Ekman - Executive Vice President of A.B. Volvo 
\::itl:-S-"*":~¢:a:lQ;::;a:~e4-=~m.- - ..Chai...rman-..a Ch i:e Exe_cu t :i:v~ - ~,....;& e.c-._,._ 

Officer of Sulpetro, Ltd. 
Nordine Ait-Laoussine - formerly Executive Vice 

President of Algeria's national oil company 
and Algerian representative to OPEC. 

Francisco R. Parra - Managing Director of Petroleos 
de Venezuela and former Secretary-General of 
OPEC. 

Keith F. Huff - former World Exploration Manager of 
Exxon Corporation. 

John M. Godfrey - former Vice President of Petro­
Canada. 

I hope this information will be helpful. Please let me 
know if I may be of any help. 

Sincerely, 

opp~ 
Assistant to M. F. Strong 
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Executive Director 

THE WORLD BANK 
Washington, D.C. 20433 

U.S.A. 

The Honorable C.W. Bill Young 
U.S. House of Representatives 
2453 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Bill: 

October 23, 1979 

I am pleased to reply to your 1ette~of September 18 whtch 
were addressed to Bob McNamara and . J:n~,-.,~~ .wel1 . _as, ,tQ, f~eq .. Berg,sten, 
and ~hich conc~rn the cu~r~nt status 6f World Bank lending to 
Vietnam. Your letter raised some important issues that I am happy 
to comment on, and would be happy to discuss with you further at any 
time. 

I believe Mr. Dixon's letter to you of July 30. 1979, fully 
described the current status of World Bank lending to Vietnam. 
Regarding the credit to Vietnam that' was approved by the Executive 
Oirectors more than one year ago, the Bank has not suspended dis­
bursements, nor could it legally do so as long as the project is 
proceeding in compliance with the provisions of the Development 
Credit Agreement. Disbursements under the Agreement between the 
Bank arid Vietnam can legally be suspended only as provided in the 
.Agreement. 

As for the future, as Bill Dixon indicated in his letter. 
, events over the past year have raised a very serious question about 

Vfetnam's current commitment to a rational development policy. These 
questions were considered sufficiently fundamental to warnlnt a 
suspension in new lending to Vietnam. Indeed, the President of the 
Bank has stated publicly: 

"Under current conditions, it would not be possible 
to fnvest funds there with a high probability that 
investment objectives would be' realized or with 
assurance that the project would benefit the masses 
of the people." 

You also ask what would have to happen for the Bank to resume 
lendtng to Vietnam. It 1s clear that Vietnam would have to demonstrate 
a more rational development policy and undertake fundamental policy shifts 
which would accord much greater priority to the task of supporting equit­
able economic development of her people. There is no evidence t'hat such 
a change 1s in the offing. 
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I am always ready to brief you more fully on this or related 
matters and provide additional information if needed. Please let me 
know if I can be helpful in this respect. 

Sincerely, 

~~ 
U.S. Executive Director 

~ . 
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on Con~i i ons ?r e scri b e~ in H. R . 447 3 

I. Tn e f ollo-... Ting s i x authori ties hav e s tated tha t if the subscriptions ·we re 

to be conditioned as required b y th e House Bill i t would no t c onst_tuL e a 

121id s U-D scriptioJ: an d c oul d not be ac c epted by IDA : 

1. General Cou~sel of the world 3ank 

2. General Coup-se l o f th e U.S. Treasury 

3. Co~ptrDll er General of the U.S. 

4. Tn e Congres sional Rese arch Service of the Libr ary of Congr e ss 

5. Tne Bous e o f Del~gates of th e Amer ican Ear p~soc iation 

6. Tn e nin e io~er S ec~etaries o f the D.S. Trecsury . 

I I. An extract f ro~ th e s t a Lewent b y th e General Counsel o f th e wor ld Eank: 

Tllou hav e a s k ed f or my vie"\l,"rs on th e question .... whether the '\.,";orl d Ean'k .... 
could accept U.S. contrib u t ions contempl a t ed o y th e Bill 2S passed b y{ 
t he Eouse of Re presen tat ives ... if t hey were made s ubj e c t t o con ditions 
which would seek to impose on the Bank ... res t rictions con t ained in the Bill 

In my view the institutions could not accept the f unds, so conditioned." 

"The Resolution [of the donors to provide the IDA financing] reflects an 
agreement among 26 countries arrived at after long and painstaking nego­
tiarions. The Resolutio~ and IDA's Articles of Agreement which •.•• are 
incorporated in the Resolution ... contain provisions concerning the timing 
and the currency of pay~ent and the Association1s rights> with respect 
to be use of the currenc i es paid in. Any attempt by a c ontributing member 
to impose additional restrictions on the use o f the funds provided would be 
inconsist~~t ~ith the agreement aIDong donors and IDA's Doara of Governors 
Resolution embodying it and resources, so conditioned, could not be 
accepted by the .Associat ion." 

"If the Instrument of Subscription \.;Jere to be condi tion ed as required by 
the Rouse Bill the Instrument would not consitute a valid subscription." 

III. An extract from a statement by the General Counsel of the U.S. Secretary 
of the Treasury: 

n You have asked me whether the international development len d i ng institutions 
could accept from the .United States subscription s and contributions which are 
~de purs uant to the r e levant resolution s of their Bo c r ds of Gover nors and 
wil i cn are subj ect to th e con d. it io~s s pecified in I the hou se Bill) .... " 

-



tlrr'1 1e Gener a l Counsel s o f the I BRD and IDA a nd of to e ~ :s .j a\l e ex: res s e c 
their 0. inioTIs that a ccepLance of funds sub ject to s~ cn c ondi iens ~ou lc 

violat e th e terms of the r e le an t res olution s and would be inconsisten: 
~ith th e Cnarters of t heir inst itutions. I n th e ligh t o f t hes e op inions 
it i s hard t o c onceive tha t thes e institutions ~oul d b e abl e t o accept 
such fun6s . Indeed, th e two General Counsel s hav e expres s e d th e view 
that it would not be p roper as a matter o f lav fo r the Execu tiv e Directors 
of t he r=RD , ID.ll. o r IDA to adopt a n interpre t a t ive r e solution ..... ·h i ch ~oulc 
permit these ins titutions t o accept such funds ." 

ti l concur i n th e c on c lusions of th e General Couns el s that th e rel evant 
r ~s olutions and th e Chart ers of the three ins titutions do not permit th e 
ins tiLutions to accept U. S. fun cis s ubj ect to the condi tions ref e rr ed to 
abo ·e. " 

T\. An E):"CTac t from 2. s tatement by t h e COi:!::.ptro ller General of t he U.S.: 

fiYEi s i s -i n response t o your reques t for Oilr vi e ...... ., s concerning ...... ·n ether the 
iJ..lLernc "Cional fiau n c i al ins ti tu tions could acce.pt conrributions or sub ­
scr iption s f rom th e united St a t es c on ditioned upon the r e s tr ictions con­
t a in ed in [ the house Bill] .•. " 

f l'L."l c Resolutions [ of the ins titutions~ rela t ing t o the contribut i ons ] se~ forth 
cnnd i tions con c erning accep t:.2Dce of s ubscript i ons o r contribu tion~ Tn ey 
do not provide for the acceptance of conLrib u t i ons or s ubs crip tions which 
imp ose cJnditions on the respec t ive insi t utionts use of the f unds. Tnus, 
each of the institutions •••• indicates that it could Dot accept contrib utions 
or subscriptions so conditioned. We would have no basis to question the 
interpretations placed on the resolutions by the ins titutions. " 

V. An extract of a statement of the Contressional Research Service: 

\ 

tlThis memoran dum is submitted in respon se to your request for a review of 
the Articl es of Agreement, Board of Gove rnors resolut i ons, sub scription 
agreemcntsand replenishment agreements of the IBRD, the IDA, the IFC, 
and the IDB, in order to determine ~hetner these institutions may legally 
accept subscriptions and cDntributions from countries \o.~hich cont2.in 
conditions or restrictions similar to t h ose con t ained in [the Rouse Bill]. 

nIt would seem that a strong argument can be made that the lending insti­
tutions may not, consistEnt with their Charters, and Board of Governors 
Resolutions, accept subscriptions or cont ributions from countries which 
contain conditions or restrictions similar to those contained in (the 
House Bill]. 

"In addition to the above, it may also be argued that the Charters or 
Articles of Agreement of IBRD, I DA, IFC and I DB cons titute binding inter­
n a tional treaty obliga t ions of the Un i t ed St a t es. Arti cle 26 of the vienna 
Conven tion p rov ides that "ev ery trea ty in for ce i s biDdiTIg up on the p a r ties 
to it and must be performed by them in good faith." 

-
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"Article 27 o f h e. ~ ienna COrlVe _. ~io . on the L:1 ' ... ; of 1rea~i E:: s pro~lides 

that Ita party may not in ·oke t '. 2 p r ov i s ions o f i t s inte_nal l.Ci \.o:' a s 
justification for its failu re to p e rform a t r eaty ." 

"Thus, the sections of [the Rouse Bill] if enacted, would aDPear LO 

have violated the respective Charters, thereby placing the United 
States in breach of its treaty obligations under international la"\·;"." 

VI. An extract of a s tat ement b y the Doese of Delega tes of the P...merican 
Bar Association: 

"Be it resolved, that the Aoerican Bar Association opposes unilateral 
restrictions on contribut i ons for subscriptions to t h e World Eank 
and other international development banks which are inco~sistent 
with their Charters." 

The Report to the Rouse of Delegctes supporting the Resolution states: 

trIhe issue ... concerns Co~gressional attempts to restrict U.S. voluntary 
subscriptions or contributions in ways differing from the terms 
contained in the resolutions authorizing the institution to accept 
the funds." 

OSuch legislative restrictions directly conflict with the oojeccives 
set forth in the charters of the IFI's and "~th specific cha~ter 
provisions designed to insure tbeir freecioms from political influence.' 

tlClearly, the offering of restricted funds by a member of one of these 
institutions would violate the spirit of its charter and necessitate 
refusal by that institution." 

Hln SUE!IIlary, the international development banks would violate their 
charters if they accepted restricted funds." 

VII. An extract from the statement by living ex-Secretaries of the U.S. 
Treasury: Messrs. Anderson, Barr, Connally, Dill~n, Fowler, Kennedy, 
Shultz, Simon: 

UIf such restrictive amendments were to be adopted, they would 
effectively end U.S. participation in the Banks. The charters of 
these multilateral institutions do not permit the banks to accept 
funds so conditioned by individual members." 



October 15, 1979 

, The Honorable David R. Obey , ' 
U.S. Rouse ' of Representatives,: 

, 2230 Rayburn House Office Building 
'Hashington, D. c. '20515 , 

Dear Mr,~ ' Ob,ey: 
. . .... 

You ask if we were President ' of the World Bank 
today ~hat our attitude woUld be ' to the' amend­
ment of Representative Young. ' We woUl.d strongly 
oppose it,. Let" us explain whi'. 

The operating system of the World ' Bank 'and the 
IDA rests ' upon a carefully crafted system' 
oi' weighted voting. We, will ' use IDA as example; 
the situation in the -World' Hank is only slightly 
different. In iDA the donor nations have two " 
votes ,:for eyery oneassigp.~,d" ,t9 , tp.e Qo~rO"w:ing, " 
or :tess developed', - nations.: :, The ' votes as signed , 
to the dono"i" nation~ are weighted', 'accOr'dirig ' to 
the cumulative , contrihq.tion " of ,each to , IDA f S , ", 

resources. ' It is' riot ':feasible to , accept re- , 
strictions such as those proposed' by ' M~~ Young 
because they vToUl.d "amount ,to- a illlilateral, veto 
action by the United' States '. 

Resentment of other -donor-, governments to ,sug­
' gestiop.s such ;,as , tho,se ' of :Mr. Yo~g ' woiild 
certainly be ' aroused'. Other ' governments are " 
currently contri b~ting "to rDA ' more th'aD. $2.00, 

' for every $1.00 contributed by', the United' 

, . ' 

t. 

' \ 
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States. 'They agree to do this ' bec'ause all 
concerned have agreed' to the ' weighted vpting 
system . of IDA . . 'Once .that system is modified, 
~s Mr. . Young's . amendment ' would do .~ · th~ cqmpact 

.. that holds the ' organization . together' would be 
impaired •.. If ' Mr. ' Young' E);";; suggestions were to 
be accepted, the~wo~d certainly become con­
tagious;. other ·donc"rs ··wouid .'insist on partic.:- . 
ular . restrictions ' on their . own '. funds. This 
would be ' cont~ary to the interests of. both t~e 
World Ba.TI.k ·a.rid :the : United States'. 

This' :lS not ' the fi'r:;rt time the World Bank has 
'. .experienced pressures for . re'stricti ve action . 

'. of one sort ·oranother •... IIi 1965 ·th.e· Bar;tk vTas ' 
. importuned by 'tne' General' AssemblY"'er ' the ' 
. '. 'United Nations to cease irirrnediately all ' lend~ 

ing' to j?ortugal ':and South Africa. for reasons 
. quite .. simil.a~ to . thos~ adv~~ed by Mr •.. YOUJlg 

:for his a.mendmeht ~·.· The" request ' was ·refused . . 
In ' earlier ' years ,. '·the pressures . were ,economic , 
rather' . thanp6lit·ical~ · . Donors wante.d: to· be . .. 

. , . assUred' that theirco:rltributions ' w0uld 'be spent · 
solelY' and " exclusiv~ly on goods . and' services ' 

. . from their : 'own . countries . " FortUnat~lY"' the' , 
. World Bank ·a.p.d:. IDA.:· have · foll~we.cr a ··poli¢y ·under 
. which ' offshore. procurement financed' by.: the ' t .wo. 
entitle's "is··'.a6rie ·ori···the· ·basis · of' international . . 
competitive bidding·.·· .In: lateXo ·. Yearsthe:. ;' . 

.. : -- ;···:firm.·· e·stablishment .-.·o:C.,this· "I>r:inGipl.e,·. made" it . 
. possibie ·. t 'o de.flect> the ' r~quests made by . 
donors to ' mvolve the World' Bank and IDA in 
secondary boycotts, such ~ as ··the · Arab. boy~ott · 

. of' fir~ . dealing .with· Israel ·~ 

-. 
" 
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We thoroUghly applaud your efforts to safeguard 
what to us is one of the really · effective arid 
enduring international compacts to emerge from 
'·lorld . War II. 

'J .:" 

-§:;fo~t eel~ , ,. 
John J. McCloy, (j .'. 

- C 4/,?t-~ k? f3-kJ CU 12-
, . . Eugene R. Black . 

'· J. ·' ~(})4~ ' -·'· 
, , ~rge D. "?ods 

.. 

. .,; 

'i ,. 

-~ 
< , 

.. .. ... . . . .. ; .. 



Executive Director 

THE WORLD BANK 
, Washington, D.C. 20433 ' 

U.S.A. 

September 24, 

The Honorable Bill Bradley 
United States Senate 
315 Russell Senate Office Building 
Washington, D.C. 20510 

Dear Senator Bradley: 

At the breakfast with Bob McNamara on September 17, you expressed interest 
in rec'eiving further information on prospects for increased oil and gas production 
in the non-OPEC developing countries and on the World .Bank's program to help 
developing countries realize these prospects. These are the projections: 

1. Total oil and gas production in non-oPEC developing countries 
(excluding Mexico) could increase by the equivalent of 4 million 
barrels per day between now and 1990. About one-third of this 
increased production would be in Latin America (excluding Mexico). 
This estimate, while speculative,- is based on a Bank-sponsored 
survey of reserves in 78 developing countries. Total investment 
requirements (including downstream investment in refining and 
marketing) would be about $12 billion a year. 

2. The new World Bank program in oil and gas is designed to provide 
substantial funds fo~ this program and, at the same time, establish 
a framework that will encourage host countries and private investors 
to enter into exploration and production agreements with greater 
confidence. This unique arrangement could prove to be a major 
breakthrough 'in this poli~ically sensitive area. It is doubtful 
that oil and gas production in the non-oPEC developing countries 
could achieve " poten~~al capacity without the financial assistance 
and political ' security deriving from the participation of the Bank. 

3. Over the next five years alone, projects that the Bank will finance 
could eventually result in increased oil and gas production in 
these countries of 1.4 million barrels per day. Present plans 
call for the following: 

Expansion of petroleum lending to $1.2 billion per year 
by FY1983 -- financing, annually, oil and gas exploration 
and production projects with a total cost of over $4 billion 
and representing roughly a third of the total investment 
requirements of developing member countries in this sector; 

60% of this lending program for oil and gas will be in the 
poorer countries, some of which will be financed through 
IDA credits; 
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40% of this lending program for oil and gas will be for 
surveys, exploratory drilling and project preparation; 

Assistance to 40 countries during FY78-93 in evaluating 
and updating data from earlier geological surveys, or 
in commissioning new surveys; and 

Sector work in about 15 developing countries each year 
to help " establish their energy requirements and production 
potential, and to assist in preparing national energy plans. 

4. In addition, the potential exists for coal production in these countries 
to double and hydroelectric generating capacity to triple over the 
same period. This additional production of primary energy fuels would 
represent the equivalent of 5-6 million barrels a day of oil. The 
World Bank is mounting a substantial program to facilitate this effort 
as well. 

5. In sum, the World Bank's expanding "energy program will help to 
improve the precar~ous world oil markets. It represents an important 
new requirement for Bank/IDA lending and therefore a pressing reason 
to ensure adequate financing for the World Bank Group itself. From 
comparatively low levels at presen~, it will grow to at least 15% 
of total Bank Group lending in five years. Over the period as a 
whole, the Bank will lend $7.7 billion for the exploration, production 
and development of oil, gas and coal and for the construction of new 
hydroelectric facilities. These loans will be combined with .approxi­
mately three times that much of financing from private sources and 
from governments in the countries concerned. When the projects are 
in operation they will produce additional primary energy fuel in 
oil importing developing countries "estimated to be equal to between 
2 and 2.5 million barrels a day of oil. This increase in production 
of primary energy fuels will benefit all oil importing countries, 
including the United States, because it will back out demand for 
an equival~nt amount of OPEC oil and thereby reduce pressures on the 
world oil market. The breakdown of these figures among the primary 
energy fuels is as follows: 

Oil & Gas 
Coal 
Hydropower 

Total 

Bank Group Lending 
1980-84 

($ Billion) 

Total Project 
Costs 

($ Billion) 

13.8 
4.8 

15.0 

33.6 

Estimated Additional 
Production of Primary 

Energy Fuels 
(in million of barrels) 

of oil equivalent per day) 

1.4 
.7 

--!l. 

2.4 



'0 

-3-

I enclose a copy of the World Bank paper explaining the program. Should 
you have further questions about this or any other aspect of World Bank operations, 
please let me know. 

Enclosure 

Sincerely, 

Edward R. Fried 

Edward R. Fried 
U.S. Executive Director 



" 

The World Bank 
1818 H Street, N.W . 
Washington, D.C. 20433, U.S.A. 

With the compliments of 

Mr. Edward R. Fried 
u.s. Executive Director 

9/20/79 

Mr. Robert S. McNamara 

- . 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON, D . C . 20<433 . U.S. A. 

EXECUTIVE DIRECTOR 

September 

Dear Senator Javits: 

Thank you once again for organizing and co­
hosting with Paul Sar'banes the breakfast for Bob 
McNamara. The House action on the Foreign Aid 
Appropriations bill, if not reversed by the Senate, 
will put this country in a serious bind -- to no 
apparent purpose and at substantial cost to our 
economic and political interests. Only through 
actions such as yours, will it be possible fo, get 
the facts on the table. 

We are indebted to you. 
~ , 

Sincerely, 

. EdW~ Fri ed ' 
u.S. Executive Director 

The Honorable Jacob K. Javits 
Un1ted States Senate 
321 Russell Senate Office Building 
Washington, D.C. 20510 
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EXECUTIVE DIRECTOR 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT ASSOCIATION 

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

September 20, 1979 

Dear Paul: 

Thank you again for co-hosting the breakfast 
for Bob McNamara. The House action on the Foreign 
Aid Appropriations bill, if not. reversed by the 
~enate, will put this country in a serious bind --
to no· apparent purpose and at substantial cost to 
our economic and political interests. Only through 
actions such as yours, will it be possible to get 
the facts on the table. 

We are indebted to you. 

Sincerely, 

~ . -

Edward R. Fried 
u.s. Executive Director 

The Honorable Paul S. Sarbanes 
United States Senate 
2327 Dirksen Senate Office Building 
Washington, D.C. 20510 
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. C. W. BILL YOUNG 
6TH DISTRICT, FLORIDA 

MEMBER: 

COMMITTEE ON 

APPROPRIATIONS 

PERMANENT SELECT 
COMMITTEE ON 

INTELLIGENCE 

O!ongrtss of tbe ~niteb ~tates 
1!Jou~e of l\eprtsentatibt~ 
~asbington, 1£.\.<t. 20515 

September 18, 1979 

Mr. Robert s. McNamara 
President 
The World Bank 
Washington, D.C. 20433 

Dear Mr. McNamara: 
. .. , .... ~ ... . 

2453 RAYBV!Ul BUILDING. 

WASHINGTON, 0 C. 2.0515 

DISTRICT OFFICESt 

SUITE627 

t44 FIRST AVENUE, SOUTH. 

ST. PETERSBURG, FLORIDA 33701 

SUITE 60.8 

801 WEST BAY DRIV£ 

LARGO, FLORIDA. 33540 

This will acknowledge your letter of August 13, advising 
me that Mr. William Dixon's letter was the World Bank*s 
answer to . my questions regarding the Bank's lending to 
Vietnam. Frankly, I deserve a better response. 

Let me restate my questions so that I may be provided 
with a specific response: 

How long is the freeze in effect? 

How was this freeze accomplished and is 
it formal or informal? Did the Executive 
Directors meet and vote to stop all lend­
ing to Vietnam, or was this a decis ion 
made by the Bank's management? 

- What are the conditions or requirements 
which must be met before the Bank will 
lift the freeze? Who will make this 
decision? 

- Has the World Bank ever imposed a slml­
lar freeze on lending to particular 
countries, and i.f so, who and when? 

In your letter to me of August 13, you state that the 
letter Mr. Dixon sent me on July 30, "outlin ed the Bank's 
current policy on lending to Viet Nam.~~ In that letter, 
Mr. Dixon says: 

"On August 8, 1978 the World Bank Board of 
Executive Directors approved a credit to 
Vietnam for i rri g a ti on to expand food -pro­
duction. There have been no disbursements 
on this credit and no new lending has been 
approved since that time." 

.·, 
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Mr .. McNamara 
Page two 
September 18,1979 

"The existence of hostilities, beginn in g 
with the invasion of Kampuchea, and the 
establishment of a policy forcing hundreds 
of thousands of people to leave the country 
have raised fundamental questions about 

' Vietnam's development priorities, its per­
formance in managing its economy and its 
creditworthiness.' In view of these ques- ' 
tions, the Bank has made clear that it 
w 0 u 1 d be. com p 1 e tel y i n"'c 0 n sis ten t wi t hit s 
basic policies for any new loan commitments 
to be approved until the s i tuation in 
Vietnam changes." 

Although Mr. Dixon's statement is definitely not a response 
to my questions,it does raise a number of additional ques­
tions. 

Fi r s t , regardi ng the Augu s t 8, 197 8 cred i t which was approved 
fo r Vi e t na m: Will this cr edit be inc lu ded in any f r eez e or 
is . the Bank going to disburse these funds and go forward with 
this particular project? What is the justification for not 
including this credit in the freeze? Has th e World Bank ever 
discontinued lending or stopped disbursement of a loan or 
credit which has already been approved by t he Board of Execu­
tive Directors, and if so, who and when? 

. . 

On the subject of new lending for Vietnam, the August, 1979 
edition of the Bank's Monthly Operational Summary includes 
reference to six additional credits currently being considered 
by the Bank for Vietnam. · Is the Bank continuing with the 
staff work, project design, feasability studies, and other ' 
evaluations for these proposed credits? In other words, 
regardless 'of whether or not the Bank's management will pro­
pose these credits to th~ Board of Executive Directors for 
their approval, is the Bank's management con t inuing with the 

. pre)iminary work on these credits for Vietnam? 

In addition, in light of Mr. Dixon's statemen t, who at the 
World Bank made the decision that the curre nt actions of the 
Vietnamese government is inconsistent with the Bank's basic 
policies? Has the World Bank made a formal decision that no 

, new -credits will be proposed to the Board of Executive Oirec­
' tors for their approval for Vietnam, and if so, when was this 
done? Who at the World Bank made this decision? What are 
the "fundamental questions about Vietnam1s development prior­
ities, its performance in managing its economy and its credit­
worthiness" that are of concern to the World Bank? 

- 'l .( - ... 



Mr . McNamara 
' Page three 
September 18, 1979 

What specific actions or developments by the Vietnamese 
government will have to take place in order for the 
Bank to cha.nge its pos it i on on 1 endi ng to Vi etnam? Hho 
at the World Bank will make that decision? 

Thank you for your consideration of this matter and I 
am looking forward to _your response . . With best wis~es 
and personal regards, I am 

CWY : jc 

~. . 
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AS A: PR O\:::~ 

A~RICAN BiL~ ASSOCIA!ION 

THE HOUSE OF DELEGATES 

SECTIOK OF INTER..~ATIONAL LAW 

RECOM!1E!\~ATION 

104 B 

The Section of International La\-.; recommends -che :·fo.11owing 
resolution for adoption: 

. In troduc tion 

"BE IT RESOL\'.t.D tnat the American Bar Association 
.,-, ':: i - _ ... j "lP~; 1 -T"~ve ~:=.s--; ,..~; OT"lS o· op pes ~ s u. .. : _ .l.. 2. I.. e ~ c:. _ • _ = _ ~ .-- Co ':" _ -.... 1..:- _ .... :: _ _.L. _ n 

contr1.~U~1.0ns or SUDSC=~D~1.0nS ~o tne wo:-le ~ank 
. - . . - ... ~ . .. ··1 ana O~:ie:- :.:-~ -cernc::::.cr:"LC.J.. a.eVe1..0p:rlen-c D2.!lKS \f.-~~CG a!:'e 

inco~sis'Cen:: -V:1.-=:1 their charters. 

REPORT 

1 
2 
3 
4 
5 

The U!lited States has long endo::-sed the international 
financial inst'ituti ,)ns ("1FT 1 sTf) as a means of insuring multi­
lateral coopera~ion for assistance 'Co 'Che unaerdeveloDed world. In 
rece~~ yea::-s, ho-wev:;r, there have been rec1:r::-in£. a::-res'?ts 'Co impose 
restric~ions or. the cont=ibu~ions upon which the 1?I's depend for 
~~e1.::- onerations. 

PrODosec U.S. restric'Cions have included prohibitions 
on ~heuse of con~=iDu=io~s in ce=~ain me~ber countries and for 
agricultural projects ' co~pe~itive with donor country commodities. 



..... " ... . ' ' .... -- .... ~ ,_ .-.. .. 
" . . 

J4B 
", -:" .• : -
... . . . ' 

The Wo:l~ Bank (the I~ternational Eank for Reconstruction ~: 
and Dc·VE= :" O?:7 e~":, 0:: r I3:"~" ~ ~a~ 0: S ar.: ~e= a~ a U~ spec iali2.~d .. 
agency in l~44 :arge1y as ~ Unit~~ S~2teE initiative, 

~ 

.:: ... .. 
, 

o=igin~lly to assist in th~ ~ecc~2~=uc~ion of ·~a: torn membQr 
count:ies an~ rn8~E= :ecen~ly to aid in the development of -~ t 
developi n9 count: i es. · It n~\oi has 2.28 membe:s, including the -. ~. ~ 
United ;States. The Inte:rlctio:1a:" Finance Corporation (flIFC-) _ ~ 
was organized as an affiliate to the Worle Bank in 1955 to -... ~ - . -t 
provide risk capital to p:ivate aevelo?TIlental projects in -.-.:; .~ 

:.- i 
developi ns cour: -::::' e s. In 1960, the In t e r DC. t i oual Development ...-:.:. :t 
Association ("IDh") ~~s organized to provide low interest ~~ ·_ I 
~ 1 .. ,' J: .. , ' .. - t ., aeve o?men~a_ ~oa~s _or governrnen~a_ proJec~s ~o promo e ~~- \ 

economic development in the least developed countries on terms - ~~ · J 
which are less stringent than the world Bank's. The regional . ~~~_ i 
O-cvelo-"""'en~ '-..=n 'KC:: 1· e .. 'ne Tn- - ... - ?' ~e'" ; ran Do ve.1" ODmen" "R::Inl. .. ~ .. :~ ,.. !""" j U ~ u... ...." _._e, '-_ _. ~:_ ~ll .:.. ---- "- _ !of... ~'- T\. : __ l' 

("lADS"), the 1-.:rican Development Puna (";'.D!"") and the Asian ~ ... ---~ 
Development Bank (" l<-DB") , proviae aevelo;nnental financing on a -~~ -~-:i 

regi:::l w::::\ank and other multilateral aevelopment banks '~(-l 
"i together proviae multilateral financial aio to the developing .:1 

lands and insuJ ating the banks :from political demand. .- . 
countr ies, sprE-adin; the cost of sucn aid among the developed ~\ 

The Uni ted St2tes · ts a member of eacr: of the, IFI 1 sana its - '-­
particip2.tio!: :'r: each is ?- rrlCj,.t.t . .e.r q£ s~atut,=; /. For exar::ple, th~ . i ­
Bretton Wo:>cs ·L.sreemer!ts Act, July 3~., l?4~ ,~/_ a::.?or :'~ec ~he I 
Pr~sident "to 2ccept membership for ~ne Onl~ec S~a~es ln tne I 

[IBRD] , ::-rovioec for by • the Articles of Agreement 
of the Bank n 

Leoal Basis 

All IFI f~nds both subscriptions to stock and contri-
butions -- are provided voluntarily by the members pursuant to 
resolutions ap; ·roved by the institutions' Governors, usually 
the finance mir.isters of each of the member countries, who 
negotiate and then approve these resolutions. Th~ resolutions 
authorize the t ·anks to accept subscriptions ana provide the 
terms, condi tic1ns, amount, and schedule of all payments to be 
made by the members of the institutions. 

11 59 Stat. 512, 22 U.S.C. 5286. 
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l04B 
••• ~:;'2 c::.se 0: ":~!~ ur::' ·-:ec S~=:'esr-, a~2. 'subsc=iptions of ' 

ca=i:2: a~~ ~~g~~:a~ec i~ ~~~s~:ta~:o~ ~ith ~he leadership of 
- ---"\ .. -~ ... : --t=;, ,""--.- .. ~C'c-~ .... -~ r ·--: .... ..; ..... ~eC' - .. al ' T""· a'~en .. . th€: C:,:--'-':- .c'- _ _ ,.h,,;:, ___ -,_C .• c _ _ CJ ••.• ,._ -~- -I anc ac~u !-' .J!u ~ 

re=~i~e~ a~ a=~ c~Co~;:ess, ~~ually as a part of the annual 
- . t~C"s--~~~ ~~~-O--~--l'~~C' ~~-FO=E:!~:: ....... - .. _c:.J ......... r.:,:,~ ~ __ c:_ ..,.J •• _ r. ___ ..... 

The issue raised in . tt-,:s rte;>o:-t an::: ?eco:7U7:endation .. concerns 
Con=:essio~~l atteIT!pts to restrict D~S. volu~tary su~scriptions 
0: co:-.-:ri:':..! ·:ior.~ in tn·ays ci=fering troIT, thE- terms contained in 
the res~l~tions a~thorizins the ins~itution to accept the 

,. I 

:U:-iCS. =./ 

Such legislative restrictions directly conflict with the 
ot~e=-:ives se: forth in the charters of the 1FI's and with 
s~e~i:ic charter Drovisions desio_ned to insure their freedoms - - ~ , 
~rorr ?~!itical influence.~! 

£I The issue of restricted contributions has been a topic of 
public discussion during the legislative process leadiAg to the 
passage of the Foreign Assistance Approp=iations Act for fiscal 
year 1978 (H.R. 7797) anc fiscal year 1979 (H.R. 12931). As 
originally passed by the House of Representatives, H.R. 7797 
provided that none of the funds appropriated for the IFI's 
could be used to finance assistance to Uganda, Cambodia, Laos, 
Vietna~, Mozsm~ique, Angol~ o~ Cub~or to establish or expand 
?r66u~f:'- bff ' 'oI ' - SU92.t~ · p 'alrr, 'oil or c'i trus crops of · a ki·nc pro- · 
ducec i~ the U~itec States. The restrictions contained in R.R. 
7797 were ultimately deleted before final passage. Again in 
the appropriations bill for fiscal year 1979 similar restric­
tions were prop8sed anc eventually defeated. 

11 The Charter of the World Bank is typic2.l .of the ~F1' s in 
stating the international nature of its objectives. The pur­
pose of the World Bank, inter alia, is nthe encouragement of 
the development of produc~ive facilities and resources in less 
developed countries."IBRD Charter, Art. 1, Sec. 1. The ~J)B 
Charter 'contains a similar provision, followea by the directive 
that "The resources anc facilities of the [AD3.J \otr~ill -be used 
exclus i vel v to implement ·~he purpose and functions set forth 
[in the charter).n ADB Charter, Sec. 8; ~mnhasis added. Most 
irnporiantly, each charter typically enjoins- t~e institution, 
its management and staff "not [to] interfere ~ith the political 
a=fairs of any mem~er, not. [to] be influenced in their 
decisions by the political character of the n ember concerned.~ 
ADB Charter, Art. 36, Sec. 2.See also, IFC Ar ticles of Agree­
ment, Art. IV, Sec. lO~ ID~ Articles of A9=e~ment, Art. V, Sec. 
6. Each cha::-acter typic~:"ly goes or. to CO;Th"IIC.UC . that "only 
economic considerations shall be relevant to their decisions 
and that such consioeratio~s shall be weighe~ impartially in 
order to achieve and carry out the purpose and functions of the 
bank." ADB Charter, Art. 36, Sec. 2. 

- 3 
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F u = t h,= ::-m 0 r E:, toe :1 sur e t hre ' i n t e 9 = i t y 0 f the 0 ? era t i 0 i ; 0 f '" 
~ultinatio~al insti~~=ions, cha:ter provisions prevent the 0 

I Fl' s fro Ir: a = c '= ? ':. ins = est ric tee con t rib u':. ion 5 • i7 C 1 e a:: 1 y • .. .~ 
the offering o~ res=:icted funds by a member of one of these -
institutions woulc viclate thE: spirit of its cha:ter anc " ,'- '1 
necessitate refusal bv that institution. , 

p.~rallel ?reCeden~ of ~his. Report' 5 proposi tion is found h-' , 
the ~irst Advisory O?inior2/ of the I'nternational Court of ,t 
Justice, which stated that U~ited Nations Member states could ~ 
not la~:ully condition or restrict their votes on admission of i 
ne. UN members, holding that the legal criteria for membership , I 
qualification established in express Charter provisions could I 
not be su!:>orcillated to the total, perhaps political, discretioQ ' 
of existing member states. If the rule were Dtherwise, legal 
criteria conta:ned in the Charter would lose all significance -,-
and meaning at the han6s of ultra vires political restrictions -
or cona i ti ons. 

The United States, as a.signatory to the treaties creating 
the multilateral develooment banks, ~s bound to respect the I 
provisions of their cha~ters. As such the ABA shouid oppose t 
legislative efforts to subvert the non-political multilateral 
nature of the 1FI's charters. 

Policy Basis 

,_, ,-" .. T-he - ,I-FI I s' adherence ' to the-ir' charter" prov'l, 'sions has been 
d~monstratec. In 1965 the · World Ban~ made loans to Portugal 
and to South Africa, n~twithstanding a UN request to the 
contrary, citins its charter restrictions on political 
ac t i vi t y •. §/ 

Restricted contributions authorized by member governments 
n6t only cannot be accepted by the 1F1's, they also invite 
retaliation from other members with their own political goals. 
For example, the Arab countries have not yet attached limita­
tions to their subscriptions and contributions to the banks, 
and the Israelis havE received several credits in recen~ years 
from these instituticns. If non-econJmic criterla were 
legitimi~ed, Arab nat:ons might be expected to use their 
increasingly large contributions to the banks as leverage to 
attempt to deny loans to Israel. 

4/ The ADB Charter states that, nthe Bank shall not accept 
loans or assistance t~a~ ITay in any way prejudice, li~it, 
deflect or other~ise a:ter its purpose of function. ft ADB 
Charter, Art. 36, Sec. 2. 

5/ 1948 I.C.J. S7'. 

~/ 14 Whiteffian, ,Digest of International Law 1005 (1970). 
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l04B 
~asic cistin=tionE b~t~~en bilateral anc multi-. 
Bilateral ai~ ~ay cl ~ a:ly be cirected to selected 

:: C' ~ ~ :. : i esc.:1:: .. -i :. :: he l c : ~ 0 IT, 0:' h of: :~, : 0 : sole 1 y PC) lit i cal 
= o ~SiC'2:2:.iC':;s, an:: rr.ay be 2.irr.ite:: in any other "-2Y oeemec5 
;..-, ~:o:>:ia:t :'''- t:.c:: oonor. But insofar as a ITIE:::,,:,e: decides to 
;~~~ort a ~ul~ilaterel institution, such sup~ort should be - . - --
co~sistent ~ith the non-?olitical, multilateral nature of such 
institutionE as ex?~e5sed in thei~ charters. If a contribution 
is pro~fered which is contrary to the charters, the effective­
ness an:: integrity of the 1F1 1s would ' be destroyed. 

~ ~e~ber1E rep:esentative in an IF! has al~ays the power to 
vote nc to aS5is:'a~ce to particula: countries. Accordingly, 
the Unitec S:ateE director could express in his vote ' the policy 
0: the United States Gover~uent ~ith respect to particular 
countries. But if a membe~ seeks 'to control the IF! by legis­
lative restrictions on its cont~ib!.l:.ions t the -effectiveness and 
integrity of the IFI would be destroyed. Inasmuch as the IFI's 
have deterrei nee , they cannot accept res tr ic ted f uncs I the 
at tac,hment 0 f r~st!' ictions on pro ff e red con tr i bu t ionS can have 
no effect. Far more influence can be exercised ~ithin the 
IFI·s structure. And, if the 1FI 1s are to raise capital from 
the public to supplement governmental contributions, as 
increasingly th=y do, it is essential that the investing public 
be 'assured that economic and not political considerations will 
influence an~ eeter~ine financial ~ecision~ of the IFI,s.71 -

... . ... . - . 
, . 

Ins ll!LlTr'tar,Y, the in te rna t i onal deve ;_opmen t banks would 
violate their charters ·if they accePte~ restricted funds. 
Therefore, the proferring of ~estri~tec funds by ' the United 
States would be inconsistent with its corr~itments to these 
i nst i tutions a ~ lC3 the i r chaor ter s, and wo ule engende r disrespect 
for the rule 0f la~. Moreover, donor restrictions on funds 
would substitute unilateral political pressures for inter­
national cooperation and invite international retaliation in 
kind. 

Au;ust, 1979 

21 Id. at 1007. 

Respectfullysu~mitt~d, 

\_'T\ " • a....... ~ ~ 
", , 0 

~, ' 

~on Wallace J Jr., Chairman 
Section of Lnternaticnal Law 

i \to 

PREPARED '3Y CO~~ITTEE ON 
IN'!'ER~,ATIO:~AL ECONO~iIC ORGANIZATIONS 

J _ DapTay !-1uir, Co-Chairman 
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