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·I N T E R .NAT I 0 N A L FINANCE CORPORATION 
1818 H STREET . N .W. , WASHINGTON D. C . 20433 TELEPHONE: EXECUTIVE 3-6360 

August 22, 1968 SUBJECT: Uruguay Joins IFC 

Uruguay today joined the International Finance Corporation, the 

World Bank affiliate which assis.ts less developed member countries by 

helping to promote the growth of the private sector of their economies. 

The Articles of Agreement were signed in Washington by the 

Ambassador of Uruguay to the United States, His Excelle.ncy Juan Felipe 

Yriart. 

Uruguay's subscription to the capital stock of the Corporation is 

155 shares with a total par value of $155,000. With the admission of 

Uruguay, IFC's membership now stands at 88 countries with a total sub-

scribed capital of $102,114,000. Uruguay was a founding member of the 

World Bank in 1946. 
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FOR IMMEDIATE RELEASE 

I .N T E R NAT I 0 N A L FINANCE CORPORATION 
1 8 1 8 ·H STREET . N . W . , WASH I N G T 0 N 0 . C. 2 0 4 3 3 TELEPHONE : EXECUTIVE 3-6360 

September 4, 1968 SUBJECT: Singapore Joins IFC 

Singapore today joined the International Finance Corporation, the 

World Bank affiliate which assists member countries by helping to pro-

mote the growth of the private sector of their economies. 

The Articles of Agreement of IFC were signed in Washington by the 

Ambassador of Singapore to the United States, His Excellency Professor 

Wong Lin Ken. 

Singapore's subscription to the capital stock of the Corporation 

is 177 shares with a total par value of $177,000. With the admission 

of Singapore, IFC's membership stands at 89 countries with total sub-

scribed capital of $102,291,000. Singapore became a member of the 

World Bank in August 1966. 
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1818 H STREET , N .W ., WASHINGTON D . C . 20433 TELEPHONE : EXECUTIVE 3-6360 
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For Publication AI~1 Newspapers 
Nonday, August 19, 1968 SUBJECT: The Pearson Commission 

Mr . Lester B. Pearson, formerly Prime Minister of Canada, has ac· · 

cepted the invitation of ~ir. Robert S. ~ !cNamara, President of the ~"orld 

Bank} to head an international Commission to examine the past and future 

of world development. 

In announcing this 11with very great pleasure", 71r. Nc:Uanara said: 

"Since I first came to the BanL I have been deeply concerned vlith two 

linke d problems: what is the strategy for aid and development for the 

next ten , t~Jenty and thirty years; and secondly , what is the Bank 1 s part 

in this stcategy. We have begun to see the way ahead for the Bank in the 

immediate future ··- a sharp increase in loans for de ·•.reloprr: <-~ r..t -- but the 

broad strategy for the future is not clear. It is to this that ~1r. 

Pearson ~ s Conul1ission will turn its attention. I feel confi.lc.nt that a 

man of his long political experience will reco~nize t~at t~~s is oce of 

the gravest problems facing tile leaders of the richer natious, and that 

concerted action by them all in oartnership with the d2velcning co~ntries 

is essential "" 

i.rr. ~icNamara recalled that his predecessor , Hr. George :J. Hoods, had 

proposed last year in a speech in Stocl~holrn that ,.,; ... the dozen or more 

leading \vorld experts in the field of development j_be invite~/ to meet to ·-

g : ther , study the consequences of twenty years of development assistance ~ 

assess tl1e results > clarify the errors and propose the policies which will 

worl'- better in the future." 

This Commission is a direc_t result of that initiative. 
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For Publication A£1 Ne\11spapers 
Honday, August 19 ) 1963 

Dear Ar. Pearson ~ 

August 16 9 1963 

I am writing to confirm the results of our discussions of the past 

two days. 

I have asked you if you could head a Commission of persons drawn 

from around the world, who have ~ad experience with and shown capacity 

for understanding \Jorld problems and offering leadership in their solu-

tion. This Commission 'is to examine what I believe to be one of the most 

urgent problems facing our \yorltl) the division between a relatively few 

rich nations ! and the great majority of the \vorld' s peoples \>rho remain 

poor. 

The Commission should review the impact of external assistance on 

the development of the poorer nations over the past two decades } noting 

where it has been most successful and where least. It should continue 

by trying to identify the causes of relative success and failure. 

~ Jith these practical lessons of the past clearly before them, the 

Commission should consider the methods of ~iving assistance and the 

orders of magnitude for that assistance which appear necessary over the 

next decade and the next generation in order to ensure a reasonable hope 

of sustained, and eventually self-sustaining~ growth in a number of the 



Hr. Pear~on - 2 - August 16, 1968 

less developed countries. The Co~nission should also examine the courses 

of action which these less developed countries need to take to facilitate 

their economic growth. 

It is with the greatest pleasure that I record your agreement to 

undertake this task. You have told me that you hope to select your col­

leagues in the near futures. and that you believe that a Report can be 

produced during 1969. I believe it could have profound influence on the 

future of this planet. 

We in the World Bank have agreed (as was stated by my predecessor 

George lvoods in his Stockholm speech which originated this whole project) 

to finance the necessarv research and to assist in recruiting the tech­

nical staff. You and I are in full agreement that this Commission and 

its Secretariat should collaborate closely with other bodies working in 

this field particularly the United iJations ~epartnent of Economic and 

Social Affairs and the Development Assistance Corrmittee of the OECD. 

i1ay I in conclusion say how important I believe it to be that you 

and the Connnission should feel independent of the Horld Bank) · and indeed of 

its member governments~ in seeking facts and proposing conclusions. tve are 

ready to help you in. any l•Yay we can~ but the conclusions and recommenda­

tions will, of course, be the Commission's. 

Sincerely, 

Robert S. ~-1c~Jamara 



For publication AMnewspapers 
Monday, Auqust 19, 1968 

Dear Mr. McNamara: 

August 16, 1968 

I have just received your letter which confirms my 

acceptance of your request, on behalf of the Bank, to lead 

a sn1all Commission to examine problems of international aid 

and development along the lines indicated in your letter. 

I do not think it is possible to exaggerate the impor-

tance of this problem; or the danger to peace and stability 

of the world becoming increasingly divided into rich and 

poor, developed and under-developed, nations. 

I appreciate, therefo=e, the importance of a complete 

and objective survey of the situation, leading to conclusions 

and recommendations which would I hope be practical and con-

structive. 

It is a privile~e to take part in such a challenging 

and important task. I hope that the Commission and its 

Secretariat will be set up without delay and I agree that 

its Report should be completed before the end of 1969. 

Sincerely, 

Lester B. Pearson 



THE RIGHT HONOURABLE LESTER BOWLES PEARSON 1 
P.C., O.B.E., M.A., LL.D. 

Mr. Pearson was born in Toronto , Canada,' on April 23, 1897. ·He was 
educated at the Universities of Toronto, Canada (B.A. 1919) and Oxford 
(B.A. 1923, ii.A. 1925). 

His career has been as follows: 

Service with Canadian Army 1914-17; with Royal Flying Corps 1917-18; 
Lecturer in Modern History ~ University of Toronto 1924-26; Assistant Pro­
fessor 1926-28; First Secretary, Department of External Affairs, Ottawa 
1928-35; Office of Canadian High Commissioner in London 1935-38; Secretary 
with rank of Counsellor 1938~41; Assistant Under-Secretary of State for Ex­
ternal Affairs~ Ottawa, 1941-42; i·Unister-Counsellor, Canadian Legation~ 
Washington 1942, promoted !1inister Plenipotentiary, Canadian Embassy, 
Washington 1944; Canadian Ambassador to the United States 1945-46; Under­
Secretary of State for External Affairs 1 Ottawa, 1946-48; elected to Can­
adian Parliament 1948; member of ~·1r. Louis St. Laurent's Liberal Party 
Cabinet as Secretary of State for External Affairs 1948-57; Leader of 
Liberal Party 1953- 68; Leader of Opposition 1958-63; Prime Minister of 
Canada 1963--68; Professor of International Relations at Carleton Universityt 
Ottawa 9 1963 -

Hr. Pearson has been a delegate to many international conferences 
including League of ~ations Assemblies; United Nations Conference on Food 
and Agriculture, Hot Springs, Virginia ., 1943; UNRRA, '1ontreal, 1944 (Chair­
man); Conference of United Nations Food and Agriculture Organization 1945 
(Chairman)• United Nations~ San Francisco, 1945 (Senior Adviser to Canadian 
Delegation); United Nations Special Session April-r\1ay 1947 (Chainnan of 1st 
Committee); Second Session 7 U.N. General Assembly , New York ~ 1947; 3rd-
11th Sessions of the General Assembly (Chairman of Canadian Delegation 
and President of 7th Session (1952-53); Japanese Peace Treaty Conferencej 
San Francisco 1951 (Chairman of Canadian Delegation); signed North Atlantic 
Treaty for Canada, Washington 1949; Canadian Representative at subsequent 
N.A.T.O. Council Neetings (Chairman 1951~52); Conrnonwealth Pri;ne Minister's 
Conferences 1949, 1964, 1965 and 1966; Commonwealth Foreign l1inisters' 
Conference , Colombo, 1950 (Chairman of Canadian Delegation). 

Mr. Pearson was at~arded the Nobel Peace Prize in 1957; he has re­
ceived a nutr..ber of other prizes and honours. He is an Honorary Fellow of 
St. John's College ~ Oxford (1946), and has published "Democracy in World 
Politics" (1955) and "Diplomacy in the Nuclear Age" (1959). 

* * * 
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OFFICE MEMORANDUM 
. TO: • Robert S . cNama.ra DATE: Jul.: 1 968 

FROM: Inin • Friedman 

SUBJECT: ion of Price~ of Prt111;!E'Y Products 

b int rest. d in ing th atta hed memorand circulated by 
Incidentally, I re 1 ed a in uthor hip ot h Co od y 
I he B t ' contribution was Ch pt r II. VI and VII. 

in Coxmr.odi t Tra.d • ur tor provin 
largely written by 

other and r e 

The two 

I woUld like to r . ister a · in tJY w th t . if' pos ibl , th next t p 
hould b th t Part I oes to the Gov rnors with the indication that pre­

li nary policy reco ... ndations had b en a.d by th Fund and B · at ffs 
to thei r Exeeutiv Dir ctor reap ctively which woul b onsi ered in due 
course after the Governors ' Conference . In this w :y • t h lib rati·on on 
:fu Fund and Ban..lt p 1 ci s ould have he bene it of vi ws expr ss d at 
he Go · rnor' Confer ne as well s by Ex cutiv Director • 

Th in dvant e I had seen in t e t t e t to t bo h P t I an th 

g". 

Part II ' a to th Gov rnor quickly s that it might dispose of th problem. 
J:Iow v r . 1 in any ca e the matter 1 to be ent back or turth oon ide t1on 
by th in ti tion cone rned. then I s e l tl advant in tryin to get a 

uic important policy mat er be tor the GoVi !'nore • Conf r _ nc • 

You be interested in lookinc; a.t t h ttache eopy ot 
th t he B t ff h d done p vio ly on the commodity pr ob 
was ori ina1ly don in 1964 and r vised in la 1966. • vr 
p inc1p l utho • 

Att . 
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FORM No. 57 INTH~NATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
. TO: • 

FROM: I 

SUBJECT: 

I • 
• 



July 25, 1968 

Ikaar Dr. Cuth: 

l wish to ref r to th v ry pl sant 
conver tion we h d in Bonn on July 1. 1 w1$h 
to conf i rm our untt r t m1ding to proc d with a 
public 1 auc of b · thro~gh your Inut tut on 

• i n ti~ ~our. t o 200 
o 0 utache ~~rk~ . Our 

preforenco 1 for the larger Uc;>Wlt: . I undGr­
at nd that the eondition of auc.h u iG·uo 
will b mj H~tantially idantical with hooe 
that '"O l · , ly to a F d0ral Govenlll.l nt iasu • 

Mr. Ald\Uiereld p lltls to visit you to 
diacuaQ thia transaction. Woul you ple a 
•dviae him as to the date you would ~ish the 
41acua ion to taka place. -

Sincerely. 

- (S.igned) Robert S. M cNamar·a 

Dr. Wilfrief.l Guth 
Director 
Deut c.ba .6 .0. 
Jungbof tr J-11 

. lobert. S. Mc:Namar 

lw.Ufurt (Main), C.Ra.ny 

Mr. Aldewe reld 
Mr. Brochea 
Mr. Cavanaugh 

R.WCavanaugh : S.Udeve r ld aml 



2 , 

• 

' 



G.Kalmanoff/P.de Fontenay 
June · 27, 1968 

GERI1ANY' S FOREIGN AID 

Overall }fugr~tude~ 

The total net flow of official and private . financial 

resources from Germany to less developed countries and multilateral 

development financing agencies reache~ an unusual peak of $1.1 billion 

in 1967. The level had been in the range of $600-$7.50 million during 

the preceding four years. The 1967 level amounted to 1.26 percent of 

national income, compared to the average ratio to national income of 

0. 85 percent in the period 1963-1966. The Ll'lcrease in 1967, hmvever, 

was largely an increase of private, rather than official, financial 

resources.. 

Except for 1967, the ratio of German aid to national income 

in these overall terms vTas lov;er than for Development Assista.nce 

Comnuttee (DAC) donor countries combined. The 1.26 percent ratio for 

1967 compares "i-rl.th a ratio of 0 .. 92 percent for all DAC countries. The 

German excess was particularly marked in the private capital componept. 
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Table 1 

Outflo~r of Net Official and Private Fi..'Ylancial Resources 
to Less Developed Countries and Hultj1 ateral AgencieEl, 

1963. ' 1:2.§_4 .1965 1966 1~2§.1. 

Millions of Dollars 

Germany 605 707 727 738 1,143 

All DAC countries!! 8,619 9,137 10,418 10,405 ll,17c0' 

Percentage of National Income 

Germany 0.83 0.89 0.85 0.81 1.26 

Official o.6o 0.53 0.55 0.54 _0~60 

Private 0.23 0.36 0.30 Oo27 0.66 

All DAC countrieJ/ 0.96 0.95 1.00 0.88 Oo92'l:/ 

Official 0.69 0.61 0.61 0.57 o.57Y 

Private 0.27 0.34 
i 

.0.39 0.31 0.35'Y 

!/ Australia, Austria, Be1giu.m, Canada, Denmark, France, Germany, Italy, 
J?-pan, the Netherlands, Nor\>Tay, Portugal, Sw·eden, the United Kingdom, 
the United States. 

E_/ Estima·t,ed. 

Source: OECD, Development Assistance Committee (DAC). 
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Main· Components 

The unusual increase in the flow of private resources in 

1967 brought that flow for the first time to a level in excess of 

the flow of official resources. The increase was particular~ marked 

in export credits, which probably re.nects counter-recessionary policies 

pursued during that year. 

The bulk of official aid is carried out on a bilateral basis. 

The increase in multilateral aid recorded for 1967 involved greater 

contributions to the European Development Fund, to Turkey via the 

Eu:ropean Investment Bank, and to the U.N. Development Program. 

Bilateral aid has been distributed to the extent of about 

one-third in the form of grants and two-thirds in loans. With the 

ter:m:i.nation of reparations grants to Israel in 1965, grants have 

been extended almost entirely for technical assistance. Loa~s are 

predominantly for the financing of specific capital projects. 
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Table 2 

~n Components of Flow of Financial Resources 
from German~ to Less Deve122ed Countries and Hul tilateral Agencies 

(millions of dollars) 

1963 .· 1964 1962 1966 1967 

Total Official and 
Private, Net 605 707 727 738 l,lh3 

Total Official, Gross 496 527 637 595 681 

Total Official, Net 437 423 472 490 549 

- of which 

Bilateral 412 414 432 454 h80 

- Grants 154 156 176 113 135 

- Loans 258 258 256 341 345 

- of which 

¥ml tilateral 25 9 40 36 69 

Total Private, Net 168 284 255 i 248 t $94 

~ of which Direct and 
Portfolio Investment 96 162 197 149 2h2 

- of which Export 
Credits 72 122 58 99 352 

Source: DAC 
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Terms of Aid 

The terms of Germany's official bilateral aid are less 

favorable than those of DAC countries as a ~ole. This is both 

because its grant component is lower and because the terms of its 

loans are harder. The comparison of terms is summarized in the 

table below on 'the basis of the "gra..l'lt element as a percentage of 

to·t,al commitments", a concept which is defined in the footnote 

tp the table. The "grant element" for Germany declined fran 69 

percent in 1964 and 1966 to 59 percent in 1967; the respective 

figures for all DAC countries for these sarne years were 82 per­

cent, 79 percent, and 75 percent. 
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Table 3 

Terms of German Official Bilateral Aid Corr.nni tments 

196:.2, 

Loans (weighted average) 

Maturity (years) 18.5 

Grace period (years) 4.9 

Interest rate (%) 4.3 

Grant element as a % 
of total commitment# n. ao 

(All DAC co~~tries) (n.a.) 

1964 

.18.1 

4.5 

4.0 

69 

(82) 

1965 

16.9 

3.6 

4.2 

62 

(77) 

1966 

21.2 

5.6 

3.3 

69 

(79) 

1967 

19.0 

4.9 

4.3 

59 

(75) 

1/ The total grant element is the sum of the value of grants plus the 
grant element of loans. The grant element of a loan is the difference 
between the present value of the repayment streams of amortization and 
interest payments, discounted at the opportunity co_~t of capital (here 
assumed to be 10 percent), and the present value. of' the disburs.ements. 

Source: DAC. 
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Geographical Distribution 

Germany's absence of traditional links with particular developing 

countries has resulted in wide geographical distrilntion of bilateral 

assistance. The total nwnber of countries receiving German aid :in 1967 

was 97, though close to two-thirds of total loan cornnrl. trnents went to five 

countries. India, Pakistan, Turkey, and Israel have been particularly 

favored in recent years. The geographical distri~ution of bilateral 

disbursements by region has been as follmvs: 

Table 4 

Geo hical Distribrrtion of Net Bilateral Contributions 
Disbursements 

1963 1964 1965 1966 1967 
(percentages) 

Europe 10.0 5.8 9.3 8.1 9.0 
North Africa 3.0 6.1 7.4 4.0 6.5 
Africa south of the Sahara 13.5 9.9 14.1 21.2 15.4 
Latin America 9.3 1 • .5 10.4 9.9 11.9 
Middle East 19.5 17.4 19.0 a5.o 11.3 
South Asia 24.1 30.5 24.3 . 26.2 22.5 
Far East 4.8 10.2 9.0 7.9 16.4 
ot hers and unallocated 1.5o8 18.6 6.2_ 7.7 7.Q. -

Ch'IlAND TOTAL. 100.0 100,0 100,0 100.0 100.0 

Source: DAC. 
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Aid Administration 

The German aid program is characterized by a separation between 

policy formulation, which is the responsibility of certain ministries, 

mainly the Federal Hi.Tlistry of Economic Cooperation, with the partici­

pation of the Ministry of Foreign Affairs a'ld the Minis·try for Economic 

Affairs through a system of interministerial cornmi ttees, and the 

implementation of the aid program, -rrhich has been entrusted to a number 

of semi-autonomous institutions. 

The principal executing agency for German bilateral capital 

assistance is the Reconstruction Loan Corporation (Kreditanstalt fur 

Wiederaufbau - KfW}, which is owned 80 percent by the Federal Government 

and 20 percent by . the State Governments. It concludes loan agreements 

w.tth recipient countries either in its own name or as a trustee for the 

Federal Goven~~ent. In addition to administering loans for the account 

of the Government, the Knf extends commercial credits out of its crwn 

funds which are derived from the sale of bonds and f'rom other sources. 

The administration of German bilateral technical assistance 

is carried out largely by two agencies. The Federal Office for L~dustry 

(Bu...ndesamt fur Ge1.;erbliche ~iirtschaft - BAH), though falling under the 

jurisdiction of the Econo~ics Mlnistry, has administered part of the 

technical assistance progr~n far the Ministry for Economic Cooperation. 

Its main functions include the selection of technical experts and the 

provision of technical expertise · on projects and equipment. It cooperates 

with the second princip~l technical assistance agency, the German 

Corporation fo·r the Promotion of the Interest of Developing Countries 

(Deutsche Forderungsgesellschaft fur Entirlcklungslander - GA1ti), which 
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is under the supervision of the Ministry for Economic Cooperation. GAHI 

is concerned ~dth the establishment of technical training institutes 

in developing countries, as well as with the recruitment and remuneration 

of Gennan technical assistance experts. It also makes available minor 

i terns of equipment. There appears to be an intention to centralize 

the administration of technical assis-t,ance in one agency, under the 

direct authority of the Ministry for Economic Cooperation. This new 

agency may c omprise those parts of the BAW and GAWI which have been 

responsible for technical assistance administration. 

Apart from· the agencies mentioned, there are several official 

. and private organizations which are concerned with certain aspects of 

technical assistance: (1) the Carl Duisburg Gesellschaft, which 

supervises extension training for foreigners in Germany; (2) the Central Labor 

Exchange (Zentralstelle fur Arbeitsvermittlung) which tries to find training 

places for Government-sponsored techn.i.cal trainees in Germany; (3} the 

German Academic Exchange Service (Deutscher l~ademischer.Austauschdienst), 

-..hich assists students from developing cOu.ntries in thrir academ:i~ pursuits 

at German universities; (h} the Alexander von Hu.1nboldt Foundation which 

provides research fellowships for university ~raduates who have been 

selected by German Embassies abroad. 

The :implementation of the German e~ort credit guarantee program 

is delegated to private companies. Export credit guarantees are aQministered 

by the Hermes Kreditversicherungs A.G. a commercial insurance company, 

and investment guarantees by the Deutsche Revisions und Treuhand A.G. 
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Germany, IBRD, and TIJA 

Nine ?ercent Cauital Subscription - $115.2 million, of which 

$94.5 million were fUlly released as of May 31, 1967; the balance pf 

$20.7· million \vas released in six annual installments of $3.45 million 

each beginning June 1, 1967. 

Holdings of ra~ Debt, as of 11ay 31, ~268 - $782.59 million, 

broken dmm as follows: 

DM public issues outstanding 

Holdings by Bundesbank 

Estimated holdings by German 
residents of IERD issues in U.So 

~ - original subscription 

- first replenishment 

- second 11 (proposed) 

Aid Prosp,ects 

.. . 

.. .. 

.. .. 

.. . 
:· 

$11).1 million 

613.5 II 

24.0 If 

$782.6 II 

$S2o·)b If 

12.6. tr 

117.0 If 

The German Government has incorporated th_e m~j or part of
1 

official aid expenditure into its medium-term financial program covering 

the period 1968 to 1971. This program provides for an annual growth rate 

in aid expenditure of 11 percent, i.e., almost twice as high as the grmfth 

rate of total bu.dgetal''Y expenditure ( 6 percent). It should be noted, 

however, that this grm·rth rate reflects only about 60 percent of the 

total official aid effort, i.e., that part of the funds which derive from 

the budget of the Yd.nistry for Economic Cooperation. There remains a 
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large margin of uncertainty as to the financing of the complementary 

amounts for -v;hich the government relies mainly on capital market 

resources. 

From the longer run point of vievJ, Germany has accepted ~he 

nevr target for aid of 1 percent of GNP, defined at the Second UN Con­

ference on Trade and Development in February-March , 1_968, though without 

any specific date for its achievemento 



. . 

Mr. Robert S • McNamara. JUn.e 20, 1968 

Irving S. Friedman 

Papr · on Bank' Int rest R te 
Allocation ot XBRD N t Incomeij to IDA, F1 cal Year 1967-1968 

Attach a her · to ue draft papers on (l) Bank' Intere t Rate, and 
( 2} Alloeation ot !!RD ltet Income to IDA, Fiscal Year 1967'- 1968, a 
r que t d. 

Th s papers h ve not been di cussed wi. th a.tl'Y member ot h 
Pr sident 's Couneil , but contonn with the five-year progl:"am, 1neluding 
the proj eoted tinanctal tlows .• 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE 
- ASSOCIATION CORPORATION 

.REMINDERS APPOINTMENT WITH Mr. McNAMARA 

Italy and pre-financing of Bank loan. 

Visit to Israeli Finance Minister. 
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D R A F T 

Dear Joe: 

I an enclosing a r.c.erc.ora:ndu:r. dealing -vri tl1 World Bank bo:. d 

issues in tne United States. It tries to provide so· e of my background 

thinkiLg on this matter. It includes some projections which are still 

t~;;:,. cc:"C;i ve and subject to revision but I trust that this r.J.ate:~ia: '.i · :1 

~ e helpful in our discussions on Fritay . ~ne lliemorandlli~ profited from 

the info.mal talks between our staffs on various technical aspects and I 

-vrould .l::i..ke to express our thanks . 

As you know I am hoping that it will be possible for you to agree 

to t wo bor.d issues in the United States in the magnitudes ment ioned to 

you and Fred. I do not, of course, intend to make any formal request 

~~til we have had our discussions and you have been able to come t o some 

·~dgment as to what magnitudes you can approve . 

r-:::-.e Eonorable 
I:enry H. Fow·ler 
Secre~~ry of the Treasury 
WashiLgton, D. C. 

Sincerely, 

Robert S . McNamara 
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~vorld Ban_~ Bond. Is sues i n the united States 

:lo ~ne World Bank is planning to increase substantially its bo:rrowing 

in various capital markets in the coming fiscal ye~ro For our planning 

it wi:l be possible to bcrrm: 0500 ~i~lio~ 

i:: -c' e l.., __ ~ -"Ceo. Stc..-ces in tvro t:ranches and anot .e:r $300 to ~~:-OC mil:ion o 

lo.n0 - t e:rn issues outside the United States. We also assume a roll-over of 

held outside the United States, with a net increa::- - of 

$50 ~lllon in the amount outsta~c~~0~ 

. 2 .. lV...any of the developi.ng me- ber co~tries of -che Bank have now reached 

a stage in t he management of t heir national economies where they are able 

to take critically i mportant fo:rward steps in accelerating their economic 

g:rm·rth:. provided sui table financing is available Tne emphasis in the Bank's 

approach is on agreei.ng with coun-c:ries on their development potential, and 

on -che :;>o'licies which they must .pursue to realize these potentialso Tne 

provis ion of external capital by the Wor~d Bank can and should be only a 

sm~:l port ion of the total resource used for development, but the resources 

provided by the World Bank can and do play a vitally i mportant role. The 

effect of World Bank .lending in promoting development is many times the size 

of its loans Moreover, by providi.ng the link with private capital markets, 

t:'1e Barlk avoids the need for corresponding increases in budgetary contributions 

~or deve~opment. 

3~ It is difficult to determine at this time the future level of loan 

co:=~t=ents , but it is anticipated·that the World Bank will be able to move 

soo:.1 to a level of about $1. 2 - $_._o 7 billion per year (compared to appro::imately 

yoSJ million in FY 1968) in ne1-r coiGni-G.::ents to the developing countries 

T~is projected level is based on estimates of likely .availabilities of sound 

projects in member countries pursuing satisfactory economic policies. It 
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reflects experi need juds, .. ents regarding "': :l-.at ·che Ba:r:.k can reasonably and 

efficient:y C.o to promote t~e eco~om~c aeve:op~ent of th less developed 

mem-.._,er coun-cries Wl thout cornpro~isi.ng its :endin6 standards and its insistence 

on satisfactory economic :performance of bor::.--owing countries a This increase 

in Bar-.k co:'2.1i tments would perm.i t suostantially increased lendi.ng for agriculture 

and education~ which are relatively new areQS of activity in the Wor:d Bank • 

. f.::- -:: ·~_e ss.:r..e t:..::.ne, the need corltinues -:o~ :.:'lve tme· t in such secto:rs as 

elect:ric power, transportation and indus-cry, where ~ost oft' e Bank investments 

have gone so faro 

4a J-_,_,out $2o3 .willian are still due to be disbursed on Bar_:;:_ :c . .k:: ... s ·, -vrhile 

$3 .. 6 billion are owed on Bank bonds (nearly half of this debt maturi.ng within 

five years) o Both of these amoun.ts ;;.rill rise as Bank lending increases. The 

bala:..1ce of cash and securities he:::.d by -'che Ba:nk will need to be adjl:Sted 

acco:rdi.ngly o In the last five years~ however:. the Bank's -balance of liq_uid 

asse·cs has been drawn down by about 500 11:illion (from over $1.7 billion on 

J-~~e 30, :963 to less than $lo2 billion on June 30 1968)~ ~~e 1 vel of its 

:::..r..ancial operations has inc:reased and is eA.rpected to continue increasing~ 

:.~ :.s proposed to restore the balance of cash and securities to $la5 billion 

or r~o~e o B ca1:..se of the contemplated large borrowi.ngs outside of the United 

States, _t will be possible to use mainly, if not all, · of the procee ~ OI the 

proJoseC. ootid issues in the United States for a permanent build-up of IBRD 

ir.vestme~~s in certain medium-term securities in the United Stateso Such 

inve tmeL~sJ inter alia, will have favorable effects on the .U~So balance of 

:payrr,.ents (see par.agraph 7) • 

. 5o ~t ... e followi.n~ general considerations . s.ugges t that the projected 

inc~ease in the loan commitments by ~he Balli{ is feasi~le, as well as 

C.es:..rable: 
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(a) World Bank studies, based on a coQntry-by-country examination, 

indicate that the develo:pi.ng ne::nber count:ries of t e Bank could 

effectively use $4 billion mo:re pe:r year i. p:roductive high­

priority investment meeting Bank standards. 

(b) Bilateral aid flows . from DAC cour1tries have been practically 

o:-. a p.::...c..tec..i..:. d.uri.:-.:-. .; the past several year-s. If c.ccOlli'lt · s 

ta&en of the rise in prices and the decline in the proportion 

o~ grants to total bilateral aid (from ·6o% in 1965 to 55% in 

downward t:re:r1d.o 

(c) In view of the trend i~ official bilateral capital flows, it seems 

likely that an increased flow of :resources to less .developed 

countries will req_uire rr:ore extensive tapping of private capital 

ffiarkets in industrial countries~ To some extent this is already 

taking place by increased direct flotations on the part of some 

of the mo:re advanced of the developi.ng countries, ( eQgo Argentina, 

Mexico, Peru). But .for nany less developed countries, the Bank 

will have to be the p:rincipal intermediary for channeling p:rivate 

savings in the donor countries to development in the less developed 

countrieso 

. ( C:. 1 Debt servicing problems of some less developed countries have 

:reflected the assumption of excessive short- and medium-term 

o-ol.igations at relatively high interest rates in the form of 

suppliers' creditse A greater lending capaoility .by the Bank 

"i-ri: ...... make it possiole to red ··ce ur ... Ciue reliance on suppliers' 

c::cedits, and influence their terms and conditions through 

'conditional" joint financi.:rlgo 
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(e) ~ore fundamentally~ the capacity of a number of developing countries 

to service additional foreign indebtedness should increase either 

because of encouraging trends in recent years in their exports, 

resulting in part from improved general economic policies, or because 

of t{.l.e ef:'orts oeing maC:.e by t~e World Ba:;:..k and o-c:'lc..:~ s to e.l courage 

co1illtries to abandon policies that have had the effect of protecting 

inefficient domestic industries at the expense of improving their 

~~~o~t earning capacities . The operation of s-~cc...:. ..: _,~ "'::;_ .:. ... 1v ...... :.national 

cornmoC:.i ty agreements J e. 6. cof:;:'ee and tin, are also helpful in 

strengthening the creditworthiness of the countries assisted . 

6. ~·~ere are certain specific considerations with respect to the request 

for r..ew borrowing in the United States which may be noted. First those which 

pertain to t' e Bank's anticipated flows of funds and the domestic capital market 

situation,in light also of the recent tax surcharge: 

(a) The flow of funds from the Bank is organized on the assumption that 

there will be orderly arrangements for regular access to sources of 

credit to match disbursements for loans extended by the Bank and for 

servicing of debts owed by the Bank . Table 1 sununarizes the IBRD's 

flow of funds from 1962 until 1973. The tentative projections 

indicate the contemplated orders of magnitude, but are subject to 

considerable change, e.g., policy on accumulation of cash and securities . 

Disbursements on Bank credits in fiscal 1969 are expected to approach 

$900 million, while amortization of Bank debts will exceed $500 million . 

A portion of the Ba~~'s cash disbursement requirements wi~l be met from 

inflows of payments on '-"'· ·-ortization, interest and other sources. 

However, in adC.ition, a substantial borrowing in private capital markets 
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in the United States and else\-rhere will be :::eeC.ed in fiscal 

.. ~.969 to cover the projec-ced. level of Bank disbursement-s and 

attain the desired bal nee of cash and investments (cfo Table · 1)~ 

Discussions with .European inve..-tors, particularly those in 

Germany'· give reason to ·oelieve that the Bank will be able 

to reach the t~rgets for borrm·:-::..ngs .outside of the United 

s-c<=..-ces proj ecte(L for fiscal 19 ,..9 .. 

The bond issues contemplated. in the United States are sizeable 

aLd may be regarded as large in terms of corporate or tax- exempt 

issues, altho.ugh some of the::.n :have run up to higher amounts o. 

However in terms of the . ove~-all absorptive capacity of the 

.U ~S .. capital market for newly floated . debt:> assumi.ng careful 

timing, the amounts Sl~ggested. for · World Bank operatio s should 

have on:y marginal irr.paGt.. Moreover, the swi.ngs occurring in 

public offering of long-te:rm debt by others than the Federal 

Government are much . larger than the assumed operations and this 

would facilitate the · timi.ng of the Bank bond issu~s o In the 

past year these new issues have ranged between $2w8 and $4 ol 

billion mon·:· · l~r. · Mo · · t d B , b · ..., -, ~ , :ceove ..... , -c.r:e sugges ·e anK orrowlngs would seem 

c rnparati vely small in terms of T:reasur;J refundi.ng operations 

and also of its new cash issues, and about in line with normal 

market operations of Federal .agenci~s.. Refundi_ng ope:rations 

frequently r~nge around $10 . billion . o:r higher :l invol vi_ng .$ 3 

to $4 billion of private holdi.ngs, with an "attrition" of 

redemption of 10 percent to 20 percent; new cash borrmv-ing 

(when not spread thro.ugh a.ddi tio:nal auctioni.ng of · Treasu..ry 

bills) usually involves from $1 to $4 billion, and offerings 

of "participation certificatesn in . F~N·M · A~ assets have run to 

over $500 r~ ~ , ~ i. on 
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(c) T~e Bar~ may conceivably tap othe~ sources of IQ~ds than those 

available to the U:ited States ~reasurJ. ~ne Ba1~~ s .bond issues 

vould be · long-term obl.igatio:'ls v~ th . mat uri ties presurnab.:y comparable 

to the previous borrowings and at market :rates of interesto The 

Balli~ is, of course, not .=-imited in the interest rate it ca.~ offer 

on bonC.s longer than cer"'Cain ::ns..tu.:.--i-c:.es o In -c~is ~e.3pec-'c, the 

Ba:: ... :~ anC. t{J.e U S ~ s:'reasu::_"y cou...Ld j oin-'cly · cc:'lsiC.e:i.." -r:_e possibility 

of ·che Bank placing newly accru d funds in ~u~s · Government .non­

marketable medium-term notes (r.:aturing in approximately eighteen 

::.:..c.: ... tl~ ... s), of a type similar to those offered -'co ::=c:::·~.-.:.. 0... rc. .:.;.eta:ry 

authorities~ If so ~h Bai~~ could conceivably act as a useful 

interuediary between the . u~s· capital market and the .U~So Treasuryo 

It could also provide r-:..n'lni.ng estimates to the Treasury of 

prospective additions to or 1v~thdrawals from its holdings of ·.u S. 

Governrnent securities, and coordinate its investment operations 

1·Ti th debt and monetary man.agemer~.-c .. 

(d) Market conditions at present do not .seem to be an obstacle .to 

lB:rge lo.ng-term borrmvi_ngs in the amounts . s.D:ggest~d It is tr e 

t~'lat interest rates ·are at historic "peaks", but the new . surtax 

makes it .even more likely that there will be a better .availability 

of funds than in 1966 or in some other past yea~s Also, it 

seems that the· co.ngestion of corporate and tax-exempt bo:::rowi,ng 

that affected .the bond markets in the latter part of 1967 or 

ear1y · 1968 has been .moderately alleviated. 

(e) It is also worth conside:r~.ng whether it would be . desirab ..... e for 

the BarJ~ to shift from -cne p~ev:.ous type of bond issues to a 

mixing of choices, so as to :pe::-.etr-ate into new sectors . of the 

financial market . and appeal to new groups of investo~s. For 

example, it is customary for . the.U~S~ Treasury to offer investors 
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a TTmix" of short and i:::~er:::J.ed.ia-ce . rnaturi ties in its reftmdi.ng 

o:r fi:(~ancing operatio~s" · Perhaps) · if . -che Bank r s :·ina:c ... cial 

outlook permitted, the bond issues could also be diviaed, say, 

into a part lfi th a si.ngle nat uri ty of 20-25. years and some 

portion with serial rr:.aturi ties . starti.ng with 10 years:> with a 

c:1.oice for i:..1.ves"'co: s as to lvhich they . would wish to acs_ui~ .. 

well as lessen the ~is~ for the -Ba~~ that some maturities ~ight 

~:rove less acceptable to investo:rs than others. ~1e -2cision 

prefe:rences at the · time.. The Bank would welcome the opportunity 

to exch~nge views with the u.s~ Treasury on this or other 

s.~ggestions 

.7u 7~e above considerations have dea:t essentially witn the domestic 

fiscal a~d money market aspects of the proposed. bond issu~so Tnere are some 

as?ects percaining to the .effects of t~e proposed .bond issues on the . U~S. 

balance of payments which.deserve consideration~ 

a) The World Bank has in recent years adjusted its financial 

operations so as to make as much of a .positive contribution 

to the .U~S~ balance of payments as practicable~ The Bank has 

:rr.anaged its finances in a 1vay. compatible with its . responsibilities 

to ot' er cow"lt:ries and 1fi th its procurement policies and programs; 

at the same time, it has been possible for the.Worl<i Bank to 

:::.:ake substantial contributions to the· U~S~ balance of payments 

every year in the 1960's (see ~able 2) The Bank can continue 

to manage its finances so t:'.J.a~ it can . continue. to ma~\:e a positive 

contribution to the U~S .. ba- ance of payments in the co:i.l12.ng year;so 

To this end it is essential to have much l~rger lo.ng-term borrowi_ngs 
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outside of the United States · t'.an in the · paqto ·The · ability . 

to do -.:; ... :is bo:rrowi_ng will· be_ greatly st:ce.ngthened by .having 

arge bond issues in the United States and increasi_ng the 

Bar~ s liquid assets .. 

' b) ?ne Bank has made these balance of payments contributions in 

:pa:ct oy . investi.ng as nucl1. as was consid.e:ced feasicle in U~S~ 

::,c~....u:...·l "'Cies or a ty e w=:-... ich · · re classified as invest ents 

(i~eo transactions on capital account) . in.U S~ balance of pay­

:::..cnts statistiGs.. .Such investments ~..-y the Bank are in certificates 

of deposit "'ivith or.iginal matu::ity exceeding one y ar a1 ... ., in u .. s~ 

agency bonds, which, · in accorda::1.ce 1vi th the · nomenclature used 

in balance of payments statistics, are referred to . as long-term 

investxentso .Much of the BankYs .liquid assets . are now in this 

forma The· possibility of S\-Titching .further short-term into lo.n0 -

term assets . is now . quite limited .. 

(c) If . our present anticipations o-;: borrowi.ng abroad prove correct, 

the proceeds of the pro:posed . U~s· bond issues could be entirely, _ 

'-~ or nearly so, invested in . UqS~ long-te:rm securities as in the 

paqto There \·Till be favor ble effects on the balance . of paymer ... t s 

whether the bond ~ssue is to be delivered . in full · in fiscal 1969 

(as illustrated in Table ·2), o:r whether part of it is for delayed 

delive:cy in a subsequen~ year or yea:rs. The estimate of balance 

of payments effects is based on certain conse:rvative assumptions; 

for example, . it is assumedthat proclirement in the .U .S .. will 

continue at the .cur:cent rate of about ~8a5 per cent of total 

procurement under · Bank 2..oans, compared to the· pe:;::-cent.age of about 

30 per cent which prevailed earlie:c in the · 1960 .sa 
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C...) In the longer rrm, the im:p.:. t on the . U ~S ~ balance of payments 

of the proposed bond issues \·rill be p::.:ima:ci~y through their 

effect on the rate of 3arut lending, which must be in accordance 

with the principles and decisions determined by the Executive 

Directors of the Bank., A chan0 e in the rate of lending will 

affect the UQS~ balance of payments only after considerable time 

lags between borro-vri.ng of . funds, the approval of loans made 

:possible by these borrc-vri~ ... gs and t ... e dis ursc::.....c. ... _-LJ ~ o:.:.· pr ....;ec s 

in foreign financi.ngo Thus a large borrowing 1-rill not be soon 

followed by a corresponding increase in disbu::rserr ... e::::.-c " Th · time 

l.ag between the initiation of a loan commitment and the beginni.ng 

of substantial disburs ment of loan proceeds may be a year or two 

and disbursements 1-rill not be completed for a decade o Therefore, 

Bank disbursements in the next year or so would not be significantly 

affected by any . current borrowi.ng poliGY. In the longer run, the 

bond issues will affect not only disbursements (part of which are 

made in the .u.s~) ·but also p y-"..:.ents of interest and principal to 

the . UqS~; the net effects of IBRD operations on the . UqS~ balance 

of payments are therefore likely to continue to be positiveo 

(e) The proceeds of the long-term bond issues that the Bank hopes to 

raise will be used for loans to developing countries which in 

general are in the least restricted cat.egories in the current 

measures to saf.eguard the balance of paym.ents o Under these 

measures, the develop ·ng countries can enter the United States 

capital market -vri thout restrai:;:lt for long-term bond issues 

exceedi.ng 10-year mat uri ties~ 
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8.. 7 ... e 3ank is acutely aware o:' the inpo~tance f~o:n the bs:::..ance of 

pa~::ents e.nd other view-:points of torrm,li.no extens · vely outsiC.e -c ... e United 

Sta~es , a~d has continuously ma(e efforts to raise fw~C.s in markets other 

tha:.1 the UYJ.i ted States.. Through "bo:r:rm¥L:gs sales of participations apd 

por~~olio sales, the Bank has tapped many different capita~ marketso Indeed, 

tak::.ng fiscal years 1966, 1967, and. :::.g68 together.~ net ~o::.":ro-:-:-ing in the 

-l- $' 8 ·~-· 'nbl 3) vO <-r illlJ..L:..On ..... a _e · In Fiscal 1968 alone, net borro'ifing outside the 

lJni·ced States will amount to about '156 mil:::..ion, as compare C. ·cc ,_ ·.:,c,_,_-.~ .;57 

mil~:.. c..::~ ::... ...... ·c: ... e U:ai ted States.. rr-:.1es :r.:..;·..:.:c:.s c;..,::_'e :::et of :."ede:i:!l:ptions, inc::;_ di.ng 

rol:::..-cvers of medium- terr.1 holdi.ngs. Sales of participations and portfolio 

sales by the BmL~ have in the past been an important additional source of 

capi to.l ( '::c.ble 4) .. 

9.. 'Y.t..c s~are of the . funded debt of the Bank · eld by investors outsi e the 

'Gci·ced. s-c~.:ces has fluctuated· around 58 p r cent for t.~. e last two years, 

risin; to 53o·74 per cent as of the end of May, 1968. There are holdi.ngs ol 

Bank "'.JonC:..:> and notes in about ·6o . countriE;!s Duri.ng the period from January 

to Jur.e ~968 bond issues of about $89 million have been sold in Germany, 

$29 r~llicn in S\fitzerland, $15 million in Saudi Arabia, $14 million in Canada 

and ~~=- ~=-~ion in Hollando These issues total abo t $158 milliqn In addition, 

the~~~~ £xec~tive Directors on June 25 . approved a German issue of DM 400 

m:.:::..:::..:::.or-.~.Q =~ is intended to continue efforts to increase borrmfings outside 

the united States as much as possibleQ 
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TABLE 1 

SOURCES AND APPLICATION OF IBRD FUNDS BY FISCAL YEAR 1f 
(in millions of US $ ) 

1962 1963 1964 1965 - 1966 1967 1968 1969 1970 1971 1972 1973 

Net Income 98 113 130 138 141 170 146 176 176 177 177 180 
Loss Transfer to IDA 50 75 75 10 73 88 88 88 88 90 
Net Income Retained 9ff 113 era 63 bb lbO 73 ---g-g- ---g-g- d9 d9 90 

Receipts of Capital Subscriptions 54 44 38 20 32 50 34 30 23 17 13 8 
Repaid to IBRD on Loans 104 113 117 137 166 188 236 302 354 383 426 448 
Borrovring by IBRD - Nevr Issues 271 121 100 598 289 730 734 1067 810 1028 1140 1200 

Les8 Debt Retirement 167 126 132 348 225 226 519 532 427 458 478 458 
Net BorrovTing lo4 ~ -32 2s'O - 64 504 2E ~ 383. "510 b62 742 
Delayed Deliveries (net ) +189 +3 +5 -18 +18 -234 +157 +77 

Receipts from Sale of Loans 328 296 154 110 105 69 68 74 65 111 109 103 
Increase in H:i.sc o Liabilities 9 3 -4 1 . 6 4 
Payments to IDA over (- ) or 
ur~er ( +) Transfer to IDA +50 +65 +39 -52 +25 +1 --=1 -2 +2 -- -- - --

TOTAL SOURCES 886 567 409 628 496 689 651 1187 981 1168' 1299 1393 

Disbursement on Loans - Current 480 615 558 606 666 783 770 767 610 428 251 158 
- New 90 370 741 1048 1235 

Real Estate Investment 6 3 2 1 6 7 1 -1 
Increase in Accr-ued & Prepaid Exp. 10 8 16 6 __TI _ 3 -- -- -- -- -- --

TOTAL APPLICATION 496 626 558 622 674 801 779 864 981 1168 1299 1393 
- -- -- -- -- -- - -- -- -- --

Net Increase or D0crease in Year +390 ..;59 -149 +6 -178 -112 -128 +323 
Cash and Securities at Year End 1797 1738 1589 1595 14l7 1305 1177 1500 1500 1500 15v~O 1500 

--= --- --
1/ Budget estimates for 1969, and projections thereafter. 

.; 

N .::3 • The table does not reflect the mos t recent changes in prospects for borrowing outside the U.S., nor possible changes in policy 
concerning the level of cash and securities . (See. covering note ; see also Table 2, footnobe 5) 

J"L~ ne 25, 1968 
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Table 2 

Estimated IBRD Effects on U.S. Balance of Payments 
ii~9a 1: Year 19~0 ., throufQ]_. l?_D9 ~ .. .u 

{In r~lillio11s of lJ.S. dollars) 

FisceJ YeaP0 
1969k/ 1960 .1961 1962 1963~961i---r965 19t;6 1967 1968 

( est . )-~~--

New IBRD i ssues
7
· in U.S., gross 

Adjustments l 
Net borrowing in U.S. 
Net I BRD loan sales in U.So 
Investment income earned by IBRD in U.S .. 

Total received by IBRD in U.S. 

IBRD-financed good::rhought in U.S .V 
Interest paid by IBRD to u.s. bondholders 
Interest paid by IBRD borrowers to U.S. loan holders 
I BRD admini st.1 --:.t~h-·J expenses j n U.s. 
I BRD long-term investments in UoS.l/ 

Tota l p D.id by IDRD to U. S., 

Net paid by IBRD to U~S. 

1 r1r.:' 
( . ) 

-100 
17 
79 
37 

133 

158 
38 
4 

10 

210 

·+77.,. 

-: 100 
+64 -37 

6h 63 
-·9 66 
40 50 

22 179 

118 1Ld1 
40 43 
12 12 
10 12 

180 211 

+85 _:)2 

- - 200 175. 
-11 -34 -75 -203 
-11 -)}.J, 125 -28 

75 11 -13 -3}4 
52 53 ' 52 51 

116 30 16_1± -11 

205 175 130 139 
Ld.+ Ll3 45 48 
12 16 17 15 
14 16 18 2~ 

::.:> 

200 300 

27~ 250 4JO ~?-_7_ 

+159 +220 ~?lt§. ~~lfl 

! I Delayed deliveries, redemptions and purchases by fore igners. 
21 Includes procurement specifically identifiable as originating in the U.S" and the s ame pl'"'Oportion of 

31 
. [( 

procurement not identifiable by country of origin., Procurement in the U.S. i s projected as 18.,5% of 
tota l disbtu·sements ( the S8Jne rate as that of t he period July- December 1967)" 
Haturitios over one yoar . 
Projected. (No allol!mncc j s made f or delayed delivories of neH i ssues )., 

51 It is h op;d to expand Sfl lOG of Jf''tD bonds outside t he u oSo r~·}ovc bud ge t proj3ctions tl The 
level of j rvcstrrronts jn the U.S . sho\,J11 in this t able relr-:.tc to the budget projections, 
g-iven in Tablo 1. Hm-mvcl~ , if present expectations pr·ovo correc t, it should be possible 
to invest all of the proceeds of the proposed U.S., bond issues in the U.S e as in the pasto 
Net posi ti vo effec ts on tho tr ~ S ~ balance of payments l.Jould thus be increased to about 

250 300 
-122 -245 
128 55 
-52 -50 

58 60 

13}-t 65 

]} !8 11.~0 
53 55 
J5 10 
~n 30 

185 -5 

h28 ?-30 

:::?94 +165 

$2JO million in FY 1969. 
Source of dato.: 'I'reasurer r s Department. 

International ~~nance Division 
Economics Department 
June 24, 1968 

500 
+5 

505 
-30 

65 

54Q 

165 
65 
10 
30 

~352/ 

60~ 

+65 



Table 3 

INTERNATIONAL BJJJK FOR RECONSTRUCTION fl JJD DVV'ELOPJ·fTi:NT 
~---, . ~-- ·- --

SUMlJARY OJi'_ Tfltr~fitiCTJON0 _Jl.f£Ef.~INq_FlT!112P'l?.J?EBT _F}~CAL YEAR§_ ~~66 THRO~QH_ 196~ 

New :issuos 
Purclv~scs of nol·T issuos in U. Sc 
by non-rosid('nts of U.S. 

Gross Bo:r'r-Otlings 
Portion sold for delivery 
in l ater years 

New issues sottlod in yoDr 

De,livor·ior. of p~covious iscnos 

Net UcS, purchasos and salos of . . 1 .... -\.r\' ..,. \."l'·LJ :r. ~) r .. ''l...J .. c., L~ 

Is sues r.'itu:-.... od:; rcdoomod O:i."' 

rofundod 

Purchases for sinld. -·"~g funds and 
purchase fuJ.ds 

Exchange adjustments 

NET BORROT\l':[NGS 

(}'· ·, r c<.r cc1 :i • nj_J]:inJl-0 o.~ U.S. t cou·i· ·l m.Lt) 
• . .L 

l 9 6 6 
Insicfo ou·L:_.J de 

1 9 (> 7 
Insic1cG Otlt's-ido. 

U.S. U~S. Totol U.S.. U.S. Total 
r1 .. :'fJo 
u.s. 

175.0 288 c0 

(20 .3) 
154o7 

20 .. 3 
308 Q.J . 

h6J .O 250.0 301~.2 

463 .. 0 
(11 .6 ) 
238.4 

11.6 
315 .8 

(154. 7) i?.9_~~L J.~-7_5.0) (155 -:_3) _Jl.j_o§) 
288.,0 288c0 83 .1 311 .. 2 

17~9 17 .9 91. 1 9 .. 4 

(12.0) 12.0 (4 .0) L!. o 

5 51~ .. 2 3 00 • 0 

(25.1) 
55h .2 2?L, .. 9 

( J59a9l (lJiLJ) 
J9L! ~· J -1..36 c6-

100" 9 ] :fl c 0 

( cO~ 7) 

1 9 6 8 (ESTIH.!{l'fD) 
oli-L::d.do- ~ - ··-
u . .S . Total 

434~8 

25.1 
459. 0 

~ J7 .3_)_ 
L!:;2 ~ 6 

J"L() 

?0,'( 

734.,8 

7Jh.,8 

( lh5~6) 
509.,2 

JJ,J,,o 

(175e6) (1?5c6) - (171o8) (171c8 ) (lSO.Q) (Jl2G9) (h62o9) 

( 52~0) (34~0) ( l~.L) (48.4) (4~.6} (11.5) (54ol) (LO.O) (l?cO) 

(6.0) (6.0) 

($28.1) $110.0 ~!81 .. 9 $128.0 $1t,1G3 rl>n79- -3 6r'6 9 •)t'O G ~);_) . • mi56.J ~~?13. 2 

Paront.}v' r:on enclose nGgativc items. 

Treasurer ' s Department 
Securities Division 
Nay 20, 1968 



FISCAL 

\£1\R 

I'ARTICll'ATICS 

Out• ide IO'IAL TOTAL 
u. s . u. !l. ______ _1 _______ 4-----~.-------+----------~-+------+-

Prlor to 1'152 I ~ 
19~2 

1953 1 

1954 

1955 

1956 

1957 

1956 

19)9 

19&: 

1963 

1S64 

1965 

1967 

1 ~n7 

24 , 100,000 

J . 50-.,0•1 0 

9'17. ;;:~o 

1':1 , 06.:. , :H 9 

32, i >.; ,COC 

12 , 29--,000 

14, 771., CIJ :.J 
< 249, :sn 

J7 ,e o~~c;oo 
(. ~ •• :: 5) 
< .s .<; , 6::JC' ) 

2.6, 72o , 0 CO 
\ C.·~ , 000) 

66, bb N, ()0 () 

t:\,1~ 6.01)0 

( o~ ,.:.61)) 
~ 2.JG. COO) 

2v, 97:. , 00(, 
( 1 • 5: ~ . ~00 ) 

'1,73~,000 

24,5 JO,OCO 
(166. 300) 

~5, !~5, vCO 

9.~ =-- . coo 
(I. S:) , C;OO ) 

:4, o:.s,o,Jo 
._~77 ,•'JOJ) 

5 . ~ .. ~. 800 

I 

I 

l , SOo , OOO 

4,522 , 600 

7,707 , 842 

8 , 1.13 , 000 

65 . 142 

5,57S, 6:9 
(1.7 , COO ) 
(:!5,000) 

21 , 723 ,99') 
(25, COO) 

12 , 231.. 727 

9,J&/ ,5 09 
o,on,oo9) 
( 2.7 , 62.4) 

2 , 084 . 796 

2), 252,554 
{i66 , 300 ) 

5. 255 , lJ7 

429 . 99l 

644,991 

16 ,26) ,000 
(176) 

4 , 599,000 4,3 ~496 

2 , 442,000 l7 ,•41 ~~ 192 

499,000 l , 13"1• 9 5 

l , 73,250 20,062', 337 

15 , 510 , 500 46,349 ,036 

10, 726,500 41,442 , 764 

174,000 ):; , 703,048 

l,IA ,ceo 36 , 512,548 

.>4 , 000 l 5 • 69 , 900 

27. 93,000 12.6 , 281 ,032 

21 ,22.5 . coo 155 ,so ~ 

&9 ,309 , 300 2 7. 751,2::.0 

ll3,030 , 700 148,421.,278 

15,446,000 llO,:J76,479 

'30,017 ,300 45 , 743,894 

9 , 98 ,coo I 61,997 ,517 

5 . 62.5,000 49,271,:. 4 

, 441,038 

TOTAL 

!n ide Out<lide 
TOTAL 

u. s. u. s. 

28,699,000 4,318,496 33, 017 ,4 96 

5. 9L.2 ,000 17 ,417, 192 23. 359 ,1 92 

1,496,000 13,138 , 965 14,634,965 

11,938,129 21,868 . 337 33. 806 ,4 b6 

4 8 ,305,500 50,871,6)6 99 . 177,136 

23,016,500 49,150,626 72, 16 7, 126 

14, 94S ,000 42,196,01·8 57,144,048 
(249. :!97) (249 , 297) 

56 894 751 

39,654,900 47,677,6 90 87,332,5~0 
(174,115) ( 174 , 115) 
( 5&,600) (158,600) 

86,999 , 875 

27,652,000 121 , 44 9. 519 149,101 . ~19 
(614, CCO) (52. 000 ) (666 , 000) 

148,435,519 

94 , 581 , 000 148,005 ' 031 242,596,031 
(25, 000) (25 , 000) 

242,561,031 

34 , 361,000 168,035,881 202,4!6,!l81 
( .: ... ,4 b6 ) ( 284 , 466) 
(2CO , O\JO) 

202. 1]2 ,415 

96,262,300 227 , 136 . 7)9 3:>3,421 ,039 
(1,513,000) (:! ,072 , 6c9) (4,'>1 ) , 293) 

( 27 , 624) 

)18,807 I 7/, fJ 

122,812,700 150,509,074 273,321,774 

39, 976 ,000 133,629,03~ t/3,605 ,033 
166, 300) ( 166 . 300) __ .illl,~ 

~~ 
55,162,300 51 ,0()4, 031 J 06 ' 16 6 . 3) 1 

19 ,923,000 62 ,427, 508 82,350 .5(;8 
490. 000) u.;c GCCl 

81 8ii0 SO!! 
l 9,6L.O,CCO 49,922,455 ~>9.5o2,45!i 

.Q77?...:} -~ _(2.Z.L.92.£)_ 
68,)85 ,455 

5,747,000 2.4,706,0 18 J0 ,4 ~ "1, r.J~ 

( 176) ( !76) 
I 02,000 I 

~ I ~~ --~~--~~---~-~---
~~~~~~:" -~~:27,1 ~8 ~~~~=8=7=,1:J=')==~~~~$=3=3=l=, l=7=2=,=55=0=-~'~=$~1=,~~2,S~l,l~~ $1,5~ , 165 , 942 $669 , 907,8CS S1,1?S ,74 ~ , 27~·~=5=2=,=0=h)=,=&=5=J=,r=~=l~= 

)0,452,86! 

(1) ,622. 741) 15,622 . 7~2 

ll:'i!a,, n ~;;c~~.the ~ l.a repreoe<~t c ;.:-.r.~lla :1ou o of Pa;r:1c!p .. ~ic~a of previous i't~r~. 

7isc ~i ye .<r> 191) 1 and 19&2 inc~ud~ r .. v 1s1on on p•:evioua i'"rcicipa 1on.1 dt.e tc rl!v&lWitions of Netherlands guilders and Ol!ut sche ~;:,~k . 

rr~a5ur~r·.:; ~·??ar::.-,e nt 

Sccur i: 1<' 3 Division 
.r .. nuary :!2, 19-j8 
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~~. S. Al cwereld Jun 20, 1968 

Irving 8. Frie fi~1 

Possible Inve~tments. by Church In ti tnt ions 

I would appreciate having your r actions to this. 
as mo t confidential at this s tage. 

Plea e r gard it 

1onsignor Bordelon and Mon ignor Gremillion are calling on m tomorrow 
afternoon and$ if pos ible, it would b h .lpful if I eould giveth m our 
reaction at that time, even if we do not ha.ve a piece of paper prepar d, a.s 
y t, giving the information reque t d. 
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I 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAiiON 

I 
OFFICE MEMORANDUM 

TO: Mr. Robert S. McNamara DATE: 17, 1968 

FROM: 

SUBJECT: 

Irving S. Friedman 
II 

Possible Investments in World Bank Bond Issues by Church Institutions 
/ 

/',WV / 
~cv- / 

I 

In a memorandum of June 7, 1968, to you dealing with another matter 
I mentioned the fact that I talked to Monsigno/Bordelon (Director, 
National Conference of Catholic Bishops, Secretariat for World Justice 
and Peace), about the possibility of the Catholic Church (U.S. and Rome) 
investing in World Bank bonds. I had thought that this might be a useful 

. I , 

idea in itself and also particularly help~l in connection with the Pope's 
forthcoming visit to Colombia. The Church people have given further thought 

I . 

to this suggestion and continue to be enthusiastic about its possibilities. 
They have even gone on to consider whether they might contribute to IDA. 

This weekend I had occasion to / discuss various matters with Monsignor 
Bordelon and Monsignor Gremillion (Secretary of the Commission for World 
Justice and Peace in Rome), and they informed me that they were very much 
interested in the bond purchase srtggestion and wondered whether I could send 
them a memorandum on how this might be done. We were joined in our 
conversations by Mr. Robert S. ~ilheimer (Executive Director, Department of 
International Affairs, Nationai Council of the Churches of Christ in the U.S.A. 
and in effect the Protestant / counterpart to Monsignor Bordelon.) Monsignor 
Bordelon told him of what he ' and others in the Catholic Church were thinking of 
in terms .of purchasing World Bank bond issues, and asked whether the Protestant 
Churches might also be inl erested. He asked me to explain further my suggestion, 
~hich I did. Mr. Bilh~{mer expressed great enthusiasm for the idea and also 
asked for a background /memorandum~ I told them that I had not discussed this . 
mat~er with anyone in;~he Bank, but would discuss this with you on your return. 

/j 
As indicated ,above, I have not discussed this with anyone in the Bank. 

I 

Ou:r experience with a private placement in Germany and our dealings with 
Saudi Arabia, wo~ld seem to be very much in point. On the IDA point I did 
check out with ~onnie Broches the fact that IDA could accept contributions 
from private ~hstitutions. 

I I . 
Your~~eaction would be appreciated • 

. / / 
~~?Zel 

:Jn~' 



FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORA T1 ON 

OFFICE MEMORANDUM 
·TO: Mr. Robert S. McNamara DATE: June 20, 1968 

FROM: Irving S. Friedman 

SUBJECT: Five-Year Country Economic Programs 

.. 

The attached book contains 19 of the 27 country economic programs 
which we are doing. 

I feel confident that we will have by the end of today also, India, 
Indonesia, Korea and Taiwan. I am particularly interested in your seeing 
the first two. 

I have also been promised that we will have the items outstanding 
from the Africa Department, namely, Uganda and the East African Community. 

Included in the attached book (but not part of the 19) are statements 
on Bank/IDA strategy and summary tables on Kenya and Tanzania, which will 
be combined with the country studies when they arrive. I have been promised 
these studies by the end of today ; however, the Africa Department has been 
more sluggish than the other departments in getting out the studies on 
schedule. 

I(F ----

President has seen 



FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
-TO: Mr. Robert S. McNamara DATE: June 20, 1968 

FROM: 

SUBJECT: 

Irving S. Friedman 

Five-Year Country Economic Programs 

I understand that Mr. Aldewereld will be visiting Cambridge 
en route to Europe on Saturday, to discuss Professor Mason's reaction to 
the five-year programs. I understand also that Mr. Adler is going up 
especially for this purpose. 

I would like to recommend that Mr. de Vries also go up with them 
since he was my principal assistant in doing Chapters 3 and 4 and in 
supervising the individual economic country reports. The participation 
of Mr. de Vries in these talks might be helpful in explaining why and 
what we had in mind in these chapters and studies, and also help 
Mr. de Vries in carrying on this work in the future. 

-
cc: Mr. Aldewereld 

President has seen 



FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: June 19, 1968 

FROM: 

SUBJECT: 

Irving S. Friedman 

IDA Policy 

During the course of our discussions on the IDA papers I made some 
brief written comments, copies of which I gather were sent to you. 

I would also like to send you a copy of a memorandum of June 14 in 
which I tried to pull together QUickly some of these thoughts. I hope 
you may have a chance to read this before our meeting on Friday on the IDA 
Policy paper. 

-

• l 
Preside 't has seen 

' ) 



. . 

June 19, 1968 

lt""iing S. Friedman 

IDA Policy 

During th cour e of our diacu s1on on the IDA p prs I made .some 
briet written COl1l'Jlen't$ 1 copies of which ! ga.th r w re nt to you. 

I vou.ld also like to send :rou. a copy of a metnora.ndum of Jull llt in 
which I tri 4 to pull to.geth r quiekl)r .acme of these thoughts • I hop 
you may h :v-e chance to read this b fore ur meeti . on Friday on th . IDA 
P¢l1.ey pap r. 



___ ....,.; 
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TO: 

FROM: 

SUBJECT: 

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

OFFICE MEMORANDUM 
V..r. Robert S. McNamara. 

DATE: 
June 17, 1968 

Irving S. Friedman 

Possible Investm nts in World Bank Bond Issues by Church Institutions 

In a memorandUlll of June 7, 1968, to you dealing with another matter 
I mentioned the fact that I talked to Monsignor Bordelon (Director, 
National Conf renee ot Catholic Bishops, Secretariat for World Justice 
and Peace), about the possibility of the Catholic Church (U.S. and Rome) 
investing in World Bank bonds. I had thought that this might be a useful 
idea in its lf and also particularly helpful in connection with the Pope's 
forthcoming ~isit to Colombia. The Church people have given fUrther thought 
to this suggestion and continue to b enthusiastic about its possibilities. 
They have even gone on to con ider vheth r thet might contribute to IDA. 

This veekend I had oecasion to discus . various matters with Monsignor 
Bordelon and Monsignor Gremillion (Secretary ot the Commission for World 
Justice and Peace in Rome) s and they informed me that they ver very much 
interested in the bond purchase sugge tion and wonder ·d wh th r I could end 
them a memorandum on how this might b done. We were joined in our 
conversations by Mr. RobertS. Bilheimer (Executive Director, Department of 
International Affair , National Council of the Churches of Christ in the U.S .A • . 
and in effect the Prot stant counterpart to Monsignor BQrdelon.) onsignor 
Bordelon told hi~ of what be and other in the Catholic Church were thinking of 
in terms of purchasing World Bank bond issues, and ked wheth r the Protestant 
Churches might also be interested. He asked me to explain further my suggestion, 
which I did. Mr. Bilheimer expressed gr at enthusiasm for the idea and also 
asked for background memol'"andwn. I told them that I h d not discussed this 
matter with a.nyon in th Bank, but would d.iscu· this · ith you on your return. 

As indicated abo , I hav not di cussed this with anyone 1n th Bank. 
OUr expert nee with a private placement in Germ ny nd our dealings with 
Saudi Arabia, would seem to be very much in point • On th IDA point I did 
check out with Ronnie Broches the fact that IDA could aecept contributions 
from pri"''ate institutions. 

Your re ction would be appreciated. 



I 

Po 

Your tton oul b ppr e1 t d. 

June 17. 1968 
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57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION · RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Members of the President's Council DATE: June 13, 1968 

FROM: Irving S. Friedman '·' 
' 

SUBJECT: IDA Lending Policies 

' I take the opportunity of putting in writing briefly my views on one 
particular point concerning IDA lending policies, which I think is of 

· critical importance. 

(1) I do not think that the use of per capita income criterion is a 
reasonable basis for test of e~igibility. The Bank, as well as IDA, 
is now lending virtually only to less developed countries, or, at best, 
what might be called semi-developed countries. Thus, from the viewpoint 
of per capita income, the distinction with respect to poverty is becoming 
less important. A large number of our World Bank Group borrowers are 
from this viewpoint in need of concessional terms in one form or another. 

(2) The statistical basis for the calculation of per capita income is 
unsatisfactory, maki.ng comparisons, particularly at the margin, unfair and 
unreliable. 

(3) The per capita income criterion is open to the ch~rge of deliberate . 
discrimination against countries which are still poor and have, or are 
expected to have, serious external indebtedness problems, but which do not 
quite meet the per capita income test. 

.. 

·. ( 

I 

(4) This criterion ignores the relative availability of other sources of 
financing, including grants, help from participation in commodity agreements, 
other public external assistance and sources of private finance. Countries . 
not meeting the poverty criterion may still be in need of IDA assistance if · 
other sources of direct and indirect assistance are not available to them. 

(5) In practice much consideration is. given to countries reserves and 
balance of payments position, and outlook for both. 

(6) Essentially for these reasons I would favor saying: (a) We give up the 
per capita income test; (b) all Part II countries are eligible for IDA; 
(c) we will look first at the balance of payments outlook as envisaged in the 
Articles of Agreement; (d) we will take into account the availability of other 
sources of finance; and (e) combining these and other factors we will come to 
a judgment on IDA creditworthiness of other countries. 

( 7) I would also consider varyi.ng the terms and conditions of IDA loans, with 
the poss i bility of some interest ch~ges, starting, say, in the eleventh year 
and perhaps being subsequently increased in one or two steps. The rates I 
have in mind are 2% to 3%. 

(8) The poverty of the country, not necessarily measured by per capita income 
figures, would still be important in our analyses and judgments on the needs 
of the country; its balance of payments -outlook; . the terms and conditions, etc., 
but we would: give up usi.ng a broken and r .agged-e.dged ruler. 

President has seen 
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-I)RM No. 57 INTERNA'fiONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Members of President's Council DATE: June 14, 1968 

FROM: Irving S. Friedman 

SUBJECT: IDA Allocation and Control of "Counterpart Funds" 

As in the case of the poverty criterion, it may be useful to make 
some brief comments in writing on the sections on IDA allocation of funds 
and the control of counterpart funds. I will confine myself to essential 
points. 

(1) In the paper on Allocation of Funds, page 4, the argument against a 
political bargain is too strongly made, since in the end whatever we do 
will in effect have to be a political decision, since we simply do not have 
the funds to allocate on purely economic criterion. Our aim is to mlnlmlze 
the political aspect and to have it as . only a framework, so that it does not 
impair our judgment in individual cases. 

(2) The poverty criterion does not have the merit of allocating according 
to "need", see page 5. Need for IDA finance is a much more complicated 
judgment, in which the poverty of the country is likely. to be significant in 
many cases, but is not a "test". For me "tests" implies that it is a 
requirement for access to IDA funds. Therefore, I would like to see the 
elimination (page 6, para. 2) of poverty as one of the IDA "tests", unless 
by definition all countries in Part II are "poor", except for those countries 
we indicate ought to be in Part I. 

(3) I think that population as an allocation device is very poor. It is 
not viable in practice, and has no logic, except the appeal of simplicity. 
It completely divorces IDA from everything else going on in the world. I 
believe the only allocation test that can. be applied is effective use within 
the framework of trying to see that the benefits of IDA funds are spread 
among more countries than in the past and not concentrated on relatively few. 
Prior f ull and frank discussions with Executive Directors, or in any other 
for ms, on how we are proceeding should eliminate the suspicion of favoritism. 

( 4 ~ On counterpart funds, I think that the arguments made are essentially 
so--.:nd, but do feel that the stipulation suggest.ed in I-3 "for purposes of 
economic development" is perhaps more feasible than the other suggestions. 
The follow-up on this could be made part of our review of economic performance. 

President s seen 
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Irvin s. Friedman 
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June 10 1968 

f..ieetin with Mr. Frederic · L. Deming of the U.S. Trea ury at 4:30 pm 
on Fri%-Y , Jun Ralph liirschtritt was a.lao pres nt. 

.. 

t' 
'I 
r 

I • 

""i 
.. ~ 

II. I I I 

Mr. Demin gav his general reaction to the draft memorandum on the · ..... 1 
1: 

$5 0 million o · n w ond is u s. In th~ cour e of discussion t e ;point ~~ ~ 
,.,a,... clurifi u t ... "a. the " aft memorandum, or the lett r which transmitted .. 
the me ora.n um f~oru the President of the Bank, was not intended ·to be a. 
formal reque t • and that in du course formal requ st would be made, pre!.. 
suma.bly al.on the lin~ of previous r .quests, nearer to the time agreed ·-tor the bond iss e • It wa agreed that the memorandum r.{ould be thought 
of' a.s a. background document to be used to help set forth the reasons why 
the President of the Ban was r qu stin these bond issues and why he 
believed tl a.t the required aJiprova.l as f a ible .~rom both the domestic 

- [and balance of payments viewpoin~. 

I On the dome tic pects. ott. Deming tressed the importance of the 
pending tax bill. , • Deming indicat d that the tax bill would probably 
be passed after the middle of June. or some time after the Uew York De o­
crat1c priruary. If this bill were pa sed, there would be much 1 sa nee~ 
tor Treasury borrowing, and there should not be a. major problem in raisin 
the sUggested 500 million. He thought that the es ential point was whether 
there would be a good market at the ti e. If thi wer the cuse, issues of 
all ma.turi ty len ths wou.l<.i be possible. If the lslarket was not good, because 
of failure to pass the tax bill , all issues, including long-term and very 
short-ter , would have difficalties. As for th- ieea of serial bond issues , 
he thout..ht it va. worthy of serious study by the Ba.r...k., but that it was not 
possible to ha.ve a judgment on t .e desirs.uil ity of so doing until the market 
conditions t the time of 1 su vrere bett r kno'~"..rn. !o; ev r, even ,.N"i th tax 
bill passed, there will probably still b high coupon rates , p rhaps even 
higher than tho e prevailin in Germany. For example, in the torthcoming 
rerun ing oper tion at the eno. of July, h no e .fleeted that the rate might 
fall only from about 6 to 5•1/8. By November, et the next retundin , it 
might be own to 5-6/8 or 5•5/8. 'l 'h :t .. e \re:r-e so e -..rho felt that it might go ·. 
down to ~% but he didn't thil'k so. Tree.SUl'Y Billa being short-term might 
fall by the nd of the year to 4!2% . However, lon -·-term rates would probably 
not tall, or all only slightly. 

'· '· I 
'I 

- Because Mr. Deming felt t t the rket outlook ?as reason ~~ ood, u 

assuming the tax increase, he f e lr. ·that th~ real poi t t iscue 'tvas t he balance 
of payments. In this connection he .. oped w-e would be able to com u i th 1 1 

firmer or more precise figures on future borrowin abro d and the balance 
of payments i.Irq>lication • greed that this w s 1..'1 critical elem nt as 
to hether the argum nt could be mad th :t tile World Ba.nk would continue to 

• 
I ... 

ma.k positive contributions to the u.s. balane ot a.ymenta for the foraeeable .. 
tutur • He felt it vas alsc necessary to be a.bl· to argu... at t~.1is t Lue t at 
the World Bank was borrowin mor abroad than 1 t had in the past. He knev 
bout the e~forts being me.d~. and I explained th t . on the return of Mr . McNmr.n.ra 

and Mr. Aldew~reld, w might b in better position to hav fir er figures • 

• .. • . .. _ 



He also felt that we should try to sharpen up th presentation 
the ba.lanee ot payment f'igur s would look like it, on on hand, we assuw~v. 
the maintenance of the present level of holdup of non-liquid u.s. securities 
ru1d us·n the proposed bond issue co meet curr nt d1sbur ements, or, con­
vereely, l .. n up ti e p.rocee Jc· of the pro· osed. bond i sues and using the 
present non-liquid ecuritieco He felt that the m orandum had made good 
case for a hi her lev 1 of ank activities and higher level of borrowing. 

1
• The questiotl wa.s ihether this vol e of lending by the Bank could be fin nc 'rr_ ~ • ·-__ t- 1 This a;Ja.in elUphasized the importance of the amount of borrowings abroad. 

' I. ·~ -1 ..(" • Ar. ing instructed Mr. Hirschtritt to have Mr. Deming's deputy, Mr. · -~ .t.. . -·: .go over ~ur m.emorand~ and send a.ny s bstanti ve colLl.Ilents or suggestions to us 
I •. oy the rnu<lle of next ek. T'lie agreed that in the Bank we vould try to a harp ~ n 

' t..-1 ,_.!I 
- I _-m- _ UI> our figures on overseas borrow·ings and the balance of payments implications. 

I 

~ . 
I ~. • - I I al o ad an e~cha.nge of views, sepa.ra.tely • "'wi tn Mr. Hirschtri tt on the 

, .. ·~..,... "' technique which had been used in mea urin the impact of World Bank operations 
_'I: on the u.s. balance of payments. He said that the1•e was no question of this 

- . 
.ol ~·,I I 

·:II-

~ I 

I 

technique being technically correct. It he.d never -b en criticited except on 
one particular point by one person, namely 1 that the figure for procurement in 
the United States included some unidentifiable procurement as well as ident~fiable 
procurement. Tnis has, in any case, only a small effect in mea uring the u.s. 1 

balance of payments impact of World Bank transactions with the United Stat • &j~' 
(Incidentally, Mr. Hirschtritt was qu.ite optimistic about the outcome of the "]I ·: · ~ 
IDA bill this summer, saying that Secretary Fowler had made it cle r to all ~~ 
that he was d termined to secure the pass ge of the bill and was so doing. He 
said that thi had been conveyed to Messrs 41 McNamar nd Merchant. ) 

II 

I agre d with Mro Hirschtritt that we would do for the Treasury on a con­
fidential basis a projection for the next f.w years of the impact ot the World 
Bank operations. (We had already done this for 1969-73 b s d on the pr vious , 
iv -Y ar Program figures but are now re-do ng th exerci e incorpor tin the ' 

new contemplated borrowings in Europe in fiscal 1969.) 

',1 • I 

J :. 

I, I co: Mr. McNamara 
Mr. Aldewereld 

~-I 
I I 

.. · . 

1 r - L 
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FROM: 

SUBJECT: 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Files DATE: 

Irving s. Friedman 

DE~N1J~PIED 
June 10 19S p 2 8 2012 

WBG ARCHIVES 

Meeting with Mr. Frederick L. Deming of the UaSa Treasury at 4:30 pm 
on Friday) June 7; Mr. Ralph Hirschtritt was also · present~ 

Mra Deming gave his general reaction to the draft memorandum on the 
$500 million of new bond issueso In the course of discussions the point 
was clarified that the draft memorandum, or the letter which transmitted 
the memorandum from the President of the Bank, was not intended to be a 
formal request, and that in due course a formal request would be made, pre­
sumably along the lines of previous requests, nearer to the time agreed 
for the bond issueso It was agreed that the memorandum would be thought 
of as a background document to be used to help set forth the reasons why 
the President of the Bank was requesting these bond issues and why he 
believed that the required approval was feasible from both the domestic 
and balance of payments viewpointa 

On the domestic aspects, Mro Deming stressed the importance of the 
pending tax billa Mro Deming indicated that the tax bill would probably 
be passed after the middle of June, or some time after the New York Demo­
cratic primaryo If this bill were passed, there would be much less need 
for Treasury borrowing, and there should not be a major problem in raising 
the suggested $500 milliono He thought that the essential point was whether 
there would be a good market at the timeo If this were the case, issues of 
all maturity lengths would be possibleo If the market was not good, because 
of failure to pass the tax bill, all issues, including long-term and very 
short-term, would have difficultieso As for the idea of serial bond issues, 
he thought it was worthy of serious study by the Bank, but that it was not 
possible to have a judgment on the desirability of so doing until the market 
conditions at the time of issue were better knowno However, even with a tax 
bill passed, there will probably still be high coupon rates, perhaps even 
higher than those prevailing in Germanyo For example, in the forthcoming 
refunding operation at the end of July, he now expected that the rate might 
fall only from about 6 to 5-7/8o By November, at the next refunding, it 
might be down to 5-6/8 or 5-5/8o There were some who felt that it might go 
down to 5~% but he didn't think soo Treasury Bills being short-term might 
fall by the end of the year to 4~%o However, long-term rates would probably 
not fall, or fall only slightlyo 

Because Mro Deming felt that the market outlook was reasonably good, 
assuming the tax increase, he felt that the real point at issue was the balance 
of paymentso In this connection he hoped we would be able to come up with 
firmer or more precise figures on future borrowing abroad and the balance 
of payments implicationso We agreed that this was the critical element as 
to whether the argument could be made that the World Bank would continue to 
make positive contributions to the UoS. balance of payments for the forseeable 
futureo He felt it was also necessary to be able to argue at this time that 
the World Bank was borrowing more abroad than it had in the pasta He knew 
about the efforts being made, and I explained that, on the return of Mro McNamara 
and Mr. Aldewereld, we might be in a better position to have firmer figureso 
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He also felt that we should try to sharpen up the presentation on what 
the balance of payments figures would look like if, on one hand, we assumed 
the maintenance of the present level of holdup of non-liquid UQSo securities 
and using the proposed bond issue to meet current disbursements, or, con­
versely, locking up the proceeds of the proposed bond issues and using the 
present non-liquid securities. He felt that the memorandum had made a good 
case for a higher level of Bank activities and a higher level of borrowing. 
The question was whether this volume of lending by the Bank could be financedo 
This again emphasized the importance of the amount of borrowings abroad. 

Mro Deming instructed Mr. Hirschtritt to have Mro Deming's deputy, Mr. Schiff, 
go over our memorandum and send any substantive comments or suggestions to us 
by the middle of next we~k. We agreed that in the Bank we would try to sharpen 
up our figures on overseas borrowings and the balance of payments implicationso 

I also had an exchange of views, separately, with Mro Hirschtritt on the 
technique which had been used in measuring the impact of World Bank operations 
on the UQSo balance of payments. He said that there was no question of this 
technique being technically correct. It had never been criticized except on 
one particular point by one person, namely, that the figure for procurement in 
the United States included some unidentifiable procurement as well as identifiable 
procurement. This has, in any case, only a small effect in measuring the u.so 
balance of payments impact of World Bank transactions with the United States. 
(Incidentally, Mro Hirschtritt was quite optimistic about the outcome of the 
IDA bill this summer, saying that Secretary Fowler had made it clear to all 
that he was determined to secure the passage of the bill and was so doing. He 
said that this had been conveyed to Messr.s o McNamara and Merchant o) 

I agreed with Mro Hirschtritt that we would do for the Treasury on a con­
fidential basis a projection for the next few years of the impact of the World 
Bank operations. (We had already done this for 1969-73 based on the previous 
Five-year Program figures but are now re-doing the exercise incorporating the 
new contemplated borrowings in Europe in fiscal 1969.) . 

cc: Mro McNamara 
Mr. Aldewereld 
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OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: Jun 7, 1968 

FROM: Irving S" Friedman 

SUBJECT: Luncheon for • Barre 1 Vice President ct th Euro;eea.n Comm.u~i t:r 

Ye terda.y, June 6, I attended .a. luncheon giv n for r. Barr , the 
Vice President of th _ European Community. by Henry Owen, Chairman of the 
Policy Plannin Council, in the State Department. (Originally. he was 
going to host a rather larg formal luncheon for Mr. Barre but because of 
the assassination of th Senator the luncheon vas called off. Howe~ r, 
he asked me to come to this busin ss luncheon since Mr. Barre was eager to 
exchange views with certain people before going back to Brussels.) The 
others a.t the luncheon wer Bill Ga;u.d, Cha.rle Schultz, who. a · you know, 
is now at Brookings, John Rielly, en a 1stant to Vice President Humphrey~ 
and myself. 

Mr~ Barr asked what vas planned for Latin America and wt1at was the 
outlook there. Henry Owen and Bill Gaud informed him of th aid likelihood 
(about ~>1 billion) and took a rather pessimistic view of La. tin America's 
outlook. I told • Barre that we were omevba.t mor hopef'ul although still 
watching events very closely be:f'ore coming to final Judgment • Mr. Barre 
believes that the Common Market countries ought to be mo ing toward a. common 
policy in foreign a.id, but emphasized that this vas still in the v-ery early 
stages, On balance, he foresa.W' no significant increas in foreign as 1stanoe 
from th Conunon Market countries in the next few y era, nor any particular 
change in their bilateral aid pattern . • H thought that France would continu 
to emphasiz~ aid to certain Fr noh-speaking countries~ while the ·Germans would 
oontinu to emphasize export promotion and tied aid. He felt that the Dutch 
would be in favor ot morenul.ti~atera.l a.id, but probably at the exp&nse of 
bil teral aid. ~e German attitude, Yith its emphasis on export promotion, 
was tbe mjor obstacle to moving to a more multilat ral approach. Mr. Ba.rte 
felt. however, that th ·re was consider hle popular _upport tor foreign 
s.ssista.ne ln various countries, including France, particularly among the 
younger people.. The rench system of llowing young men to t'serveu in over-
seas technical a.asistanee positions instead of military ervice bad b en an 
important factor in creating this more favorable climate ot opinion on foreign 
aid in Prance. 

Gaud reported on the bleak prospects for aid in th United St t s at this 
time. H · noted that in th U.s. ther was inct-ee.sing sentiment to move from 
bilateral to multilateral aid. The problem, however, s he sa.w it, wa. that 
certain countries, like Japan and Germany, did not want to cooperate in uoh a 
mov · sine thy favored bilateral aid. 

There vas so e discussion' whether the end of hostilities in Viet-lia.m 
w~uld change the outlook :for aid. Mr. Rielly felt strongly that the end of 
hostilities would otter a. real opportunity for a change in the attitude toward 
foreign ass is ta.nce. Mr.. S h ul t z :pointed out , how ver, the. t assuming the n xt 
tax surcharge would came o~f at the end of hostilities, th re would be nothing 
left in the budg t for any new programs dome tic or external. It would 
therefore depend on vh :t priority the new President vould be "Willing to give 
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'foRM No. 57 INTERN i\TIONAL DEVELOPMENT I INTERNATION AL BANK FOR I I NTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
-TO: Mr. Robert S. McNamara DATE: June 7, 1968 

FROM: Irving S. Friedman 

SUBJECT: Luncheon for Mr. Barre, Vice President of the European Community 

Yesterday, June 6, I attended a luncheon given for Mr. Barre, the 
Vice President of the European Community, by Henry Owen, Chairman of the 
Policy Planning Council, in the State Department. (Originally, he was 
going to host a rather large formal luncheon for Mr. Barre but because of 
the assassination of the Senator the luncheon was called off. However, 
he asked me to come to this business luncheon since Mr. Barre was eager to 
exchange views with certain people before going back to Brussels.) The 
others at the luncheon were Bill Gaud, Charles Schultz, who, as you know, 
is now at Brookings, John Rielly, an assistant to Vice President Humphrey, 
and myself. 

Mr. Barre asked what was planned for Latin America and what was the 
outlook there. Henry Owen and Bill Gaud informed him of the aid likelihood 
(about $1 billion) and took a rather pessimistic view of Latin America's 
outlook. I told Mr. Barre that we were somewhat more hopeful although still 
watching events very closely before coming to final judgments. Mr. Barre 
believes that the Common Market countries ought to be moving toward a common 
policy in foreign aid, but emphasized that this was still in the very early 
stages. On balance, he foresaw no significant increase in foreign assistance 
from the Common Market countries in the next few years, nor any particular 
change in their bilateral aid patterns. He thought that France would continue 
to emphasize aid to certain French-speaking countries, while the Germans would 
continue to emphasize export promotion and tied aid. He felt that the Dutch 
would be in favor of morerrultilateral aid, but probably at the expense of 
bilateral aid. The German attitude, with its emphasis on export promotion, 
was the major obstacle to moving to a more multilateral approach. Mr. Barre 
felt, however, that there was considerable popular support for foreign 
assistance in various countries, including France, particularly among the 
younger people. The French system of allowing young men to "serve" in over­
seas technical assistance positions instead of military service had been an 
important factor in creating this more favorable climate of opinion on foreign 
aid in France. . 

Gaud reported on the bleak prospects for aid in the United States at this 
time. He noted that in the U.S. there was increasing sentiment to move from 
bilateral to multilateral aid. The problem, however, as he saw it, was that 
certain countries, like Japan and Germany, did not want to cooperate in such a 
move since they favored bilateral aid. 

There was some discussion whether the end of hostilities in Viet-Nam 
would change the outlook for aid. Mr. Rielly felt strongly that the end of 
hostilities would offer a real opportunity for a change in the attitude toward 
foreign assistance. Mr. Schul t z pointed out, however, that assuming the next 
tax surcharge would come off at t he end of hostilities, there would be nothing 
left in the budget for any new programs, domestic or external. It would · 
therefore depend on what priority the new President would be willing to give 

President has seen 
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foreign aid. Mr. Schultz said the main issue would be the attitude toward 
military expenditures. 

Mr. Barre said that in the early 1970's the attention of the Common 
Market would have to turn outwards. At that point the special treatment now 
given all Associated Members, especially French-speaking African countries, 
would come under review and likely change. In the meantime, he expected 
existing arrangements to be continued including the European Investment Bank 
and the European Fund. Mr. Gaud asked whether more could be done for Turkey, 
including whether Turkey might become a member of the Cormnon Market. 
Mr. Barre replied that this was most unlikely; aid to Turkey was adequate 
but the problem was the unwillingness of the Turkish Government to pursue 
satisfactory policies. (Incidentally, our people working on Turkey have felt 
that the OECD Consortium for Turkey has been too lax with respect to performance 
criteria and has weakened the efforts by others .to get better performance.) 

We also had an exchange of views about the possible use of the IMF-SDR's 
for development purposes. Mr. Barre was very skeptical emphasizing that there 
was still a number of years before the SDR's come into effect. He felt that 
there were not only the legal requirements to go through but also that the 
Common Market countries would not agree to letting the SDR scheme be activated 
until there was a large change in the U.S. balance of payments position. 

Before and after the luncheon I took occasion to speak to Mr. Rielly 
about Vice President Humphrey saying something positive and forceful in favor 
of the pending IDA Bill. I told him that I had been informed that the Vice 
President was strongly in favor of the Bill but had not seen any statements by 
him to that effect. Mr. Rielly said the Vice President had spoken out favorably 
but not in a very clear way. He said he would bring this matter to the Vice 
President's attention and would be glad to get some suggested paragraphs or notes 
in this connection. I sent him some notes in the afternoon, which I had drafted 
some weeks ago for possible use by the Vice President. Mr. Rielly also promised 
to send us copies of what the Vice President has said about IDA. 
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The Economic Adviser to the President 

(Copy to Mr o McNamara's office for r ecor d purpos es) 

" . 



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT ASSOCIATION 

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

OFFICE OF T H E PRESI DENT June 4, 1968 

.. 

MEMORANDUM FOR MR. IRVING FRIEDMAN 

As I review the data showing the impact of the Bank 
Group's operations on the U.S. balance of payments, I am 
left with an uneasy feeling. I have not had an oppor­
tunity as yet to examine the figures in detail, but they 
leave me w~th a conclusion that the favorable effect on 
U.S. balance of payments is greatly overstated. If the 
same calculations were applied to all other member coun­
tries, would the net effect on balance of payments be zero 
or positive -- I am inclined to believe the latter. Per­
haps the technical error results from a failure to take 
account of the imports into the U.S. necessary to reflect 
repayment of the loans. In any event, would it not be 
wise to arrange for a well qualified expert in the field 
of balance of payments statistics to review our data and 
certify that they reflect properly the full impact of the 
Bank Group's operations on the U.S. balance of payments? 

~~ 
Robert S. McNamara 

\ l·- { 1 \t 
, • ' ~ ..._ ' ' ' I'~ (· . 

bjs~ 
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SUBJECT: 



Rob rt s. - 2- J 



lM No. 57 · INTE8NATIONAL DEVELOPMENT 1 INTERNATIONAL BANK FOR 1 INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert 8 .. o ~amsra DATE: May 28, 1968 

FROM: Ir'V"ing S. Friedman 

SUBJECT: Board Meet1!!itl on Economic Subjects 

. . 

I would like to convey bri tly some thoughts which l ha~e had on Board 
meetings. particularly they ffeet the oono ie wor • I ha originally 
pl nned to raise thi with you e.t a later date but with our n t cbnique of 
trying to schedule meetin for nuxnb r of month , the que tion of wh t the 

eeutive Directors shollld be diseussin ha come to the fox-efront. 

As you know I v.e giv n thought to the qu stion of the xtent to which 
the Exeeutive Directors, acting as a Board, should participat in th con ider­
e.t1on of' a country • s development stra. egy" polieies and pertorma.nee. I 
appreciate that · ost of the useful wor in this ield ( s.nd som would ay 
virtually all), can only be done by the tatf acting quietly and oonfidenti lly 
with countries. Tbis is nov done in our regular eountcy "ork and is ulti tely 
reflect d in the d liberations and deei ions of th . Economic Committee, in which 
the ·1nternational ~onetary Fund participate tully. 

Moreov r~ to gi e proper per peetive to the Board's loan otions we have 
tried to transform the section of economic eonsideration in the President' 
R port to the oard into meaningful statement on tb country's econo ic 
problems, policies and performa.nc , instead 0~ the previous practice or >very 
brief • purely deeoripti ve, background economic information. 'I'h re is much 
al:r.eady in thee economic eetion whiob could b a ba is for Board discussions, 
it so desired. In this way I had rather hoped that the Board her would be 
moving in the dir et1on of at le t etting ns ot artieip tion, if not 
responsibility, for the vie~s nd actions th Bank was taking in trying to 
improv . the economic pertorme.nce of countri · 

My conviction is that one of the great str n ths of th a.nk in this field 
of action, 1 · that its world-vide sovernmental Character en ~les it to· oonduct 
its eeonomic work in uch fashion that th nuncia.tion and efitorcement of 
performance criteria is an ction of the international oommunity b sed on objective 
and technical criteria. Through their Exe~utive Dire~tor , both in en ral 
policy formation and in discus ions on individual countries, all eountries can 
have a.n opportunity to in:flu nee the crit ri ,_hicb th Bank employs. Th , the 
Bank has the possibility of a:voiding the cha.rg ot out ide udiotation ', the most 
important obstacle to effective work on econom.io per:formanc • 

However, I appreciate that having "oountry diseu sionsn very time we have 
a. Board etin.g on . loan or credit would be virtually itnpos ible. Therefore, 
I ha~e thought that Board meetings might be organized alon th following lines: 

(a) The Board consider a country's conomy and polici s once a year, or once 
in two years , a.y, about 40 countries per year* t these me tinge e would 
outline th eountry r s dev lopment :program, pol1ci s and pe:rtormance and the 
Bank' "po tur " in relation to the developrn~nt progr Thi 'WOuld include 
our evaluation of the program, hat we thought vas de ir bl 1n the we.y of 
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FoRM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: May 28, 1968 

FROM: Irving S. Friedman 

SUBJECT: Board Meetings on Economic ·subjects 

I would like to convey briefly some thoughts which I have had on Board 
meetings, particularly as they affect the economic work. I had originally 
planned to raise this with you at a later date but with our new technique of 
trying to schedule meetings for a number of months, the question of what the 
Executive Directors should be discussing has come to the forefront. 

As you know I have given thought to the question of the extent to which 
the Executive Directors, acting as a Board, should participate in the consider­
ation of a country's development strategy, policies and performance. I 
appreciate that most of the useful work in this field (and some would say 
virtually all), can only be done by the staff acting quietly and confidentially 
with countries. This is now done in our regular country work and is ultimately 
reflected in the deliberations and decisions of the Economic Committee, in which 
the International Monetary Fund participates fully. 

Moreover, to give proper perspective to the Board's loan actions we have 
tried to transform the section of economic considerations in the President's 
Report to the Board into a meaningful statement on the country's economic 
problems, policies and performance, instead of the previous practice of very 
brief, purely descriptive, background economic information. There is much 
already in these economic sections which could be a basis for Board discussions, 
if so desired. In this way I had rather hoped that the Board members would be 
moving in the direction of at least getting a sense of participation, if not 
responsibility, for the views and actions the Bank was taking in trying to 
improve the economic performance of countries. 

My conviction is that one of the great strengths of the Bank in this field 
of action, is that its world-wide governmental character enables it to conduct 
its economic work in such fashion that the enunciation and enforcement of 
performance criteria is an action of the international community based on objective 
and technical criteria. Through their Executive Directors, both in general 
policy formation and in discussions on individual countries, all countries can 
have an opportunity to influence the criteria which the Bank employs. Thus, the 
Bank has the possibility of avoiding the charge of outside "dictation", the most 
important obstacle to effective work on economic performance. 

However, I appreciate that having "country discussions" every time we have 
a Board meeting on a loan or credit would be virtually impossible. Therefore, 
I have thought that Board meetings might be organized along the following lines: 

(a) The Board consider a country's economy and policies once a year, or once 
in two years, say, about 40 countries per year. At these meetings we would 
outline the country's development program, policies and performance and the 
Bank's "posture" in relation to the development program. This would include 
our evaluation of the program, what we thought was desirable in the way of 
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change and what we were hoping to accomplish. It would also include lending 
programs which we had in mind at that time, if such a lending program existed. 
The Board would then have an opportunity to indicate what it thought of the 
staff views on performance and, where appropriate, whether it had any 
objections to the staff going ahead with the proposed lending programs. I 
appreciate that this would lead to some difficult discussions but, instead of 
having repeated confrontations on major policy issues in which blocs tend to 
form, there would be an opportunity to, in effect, discuss these major issues 
in a realistic and practical way, because they would be in the context of 
countries potentialities, policies, and practical possibilities. Executive 
Directors would then be encouraged to discuss, separately and individually 
with the appropriate staff, the details of country evaluations to avoid 
prolonging unnecessarily the Board meetings. 

(b) Board discussions of loan or credit proposals would tend to be very brief, 
as they have been in the last two weeks. 

(c) Board meetings would continue to deal with special country questions, such 
as the Indian debt, as well as general policy questions. 

I appreciate some of the dangers and difficulties of this approach. 
However, I do believe that unless the Executive Directors are brought more 
deeply into important discussions on countries we will be losing an opportunity 
to strengthen the international influence of the Bank. 
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FORM No. 57 INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
-TO: Mr. Robert S. McNamara DATE: May 24, 1968 

FROM : Irving S. Friedman 

SUBJECT: World Bank Bond Issues in the United States 

Attached hereto is the requested draft memorandum dealing with 
borrowing. 

You will note that the suggested timing of the bond issues in 
the memorandum are September or October 1968, rather than November. 
This is because November is usually a particularly difficult period in 
the bond market for the United States Government. However, arguments 
in the memorandum, particularly those pertaining to the balance of 
payments, would not be greatly affected if the request should be for 
some time in November, instead of September or October. 

Most of the pertinent facts have been checked with the Treasurer's 
Department. However, I have not circulated this memorandum to anyone 
else, as yet, hoping first to get your reaction, because it contains a 
number of new suggestions. 

I have not drafted a covering letter from you to Secretary Fowler, 
thinking that this would be rather easy to do quickly when you had had a 
chance to read and react to the attached memorandum. 
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Table 1 
IBRD Pa~nents and Rece·pts 

Actual for FY 1967: Estimated for FY 1968 
(in millions of US $) 

1967 
Fisca~ Years (actual) -
Pa:·.rments 

1) Disbursements of IBRD loans 790 

2) Amortization of IBRD debts 226 

3) Total .IBRD payments (lines 1 + 2) 1,016 

Recei12ts 

4) Repayments of IBRD loans 188 

5) Gross borrowings '554 
1/ 

a) from UoS. (238) 

b) from other sources 
y 

(316) 

6) 
'Y 

Other Receipts 272 

7) Total IBRD receints 1,01L 
(lines 4 + 5 + 6) 

1968 
(estimated) 

750 

500 

l2To ...... , / 

245 

735 

(275) 

(L160) 

270 

•1' 25'0 

lf About 10% of gross issues in the U.S. have been estimated to be purchase,' by 
buyers outside the U.S. 

2/ }!eH capital subscriptions, loan sales and retained income; the latter item is 
estimated without allm-1ance for an IBRD grant to IDA in 1968 . 

Source of data: Treasurer 1 s Department . International Finance Division 
Economics Depart_ment 

-'Hay 22, 1968 



Table 2 
Estimated IBRD Effects on U.s. Balance of Payments 

1960 through 1967 

(in millions of U.s • ·dollars) 
\ 

Calendar Years 
1960 1961 1962 1963 1964 1965 1966 1967 

IBRD bonds sold in United States, net of redemptions 32 4l 68 -19 -40 

Net IBRD loan sales in United States 44 2 79 76 22 

Investment income earned by IBRD in United States 42 42 54 54 51 

Total received by IBRD from United States 118 85 201 111 33 

IBRD-financed goods bought in United States 6( 148 136 176 209 146 

Interest paid by IBRD . to U.s. bondholders 38 40 42 42 43 

Interest paid by IBRD borrowers to U.s. loan holders 7 12 12 14 17 

IBRD administrative expenses in United States 10 11 13 15 17 

Total paid by IBRD to United States 203 199 243 280 223 

Net paid by· IBRD to United States 85 114 42 169 190 

IBRD-Long-Term Investments in United States g! 

Net paid by IBRD to United States and . ' 
Long-Term Investments $85 $114 $42 $169 $190 

1/ Includes procurement specifically identifiable as originating in the United States 
and the same proportion of procurement ··-n.ot ident-ifiable by country of origin. 

y Maturities over one year. 

14l ·6 187 

-35 -50 -55 

54 54 56 

160 10 188 

136 148 147 

45 50 58 

17 16 13 

22 27 29 

220 241 247 

60 231 59 

240 341 179 

$300 $572 $238 

Treasurer's Department 
Finance Division 
Februar,y 26, 1968 



'fABLE 3 

tSTIUATED EFFECT ON U.s .. BALPu'JCE OF PAY.rv1ENTS DURING THE PERIOD 1968-1977 
OF TT:lO IBRD BOND ISSUES~ TOTPiliLTI~G $~00 MrLLIONl IN U.S. 71 

(in millions of $) 

Calendar Years 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 

-1. Funds borrowed from u.s. 
sources by IBRD -225 -225 

2o ~xnds invested in u.s. by 
IBRD +2$0 +2.50 

3. Net i mmediate effect on 
u.s. balance of payments +25 +2.5 

4. Withd.raHals for disburse-
ment of funds invested in 
U.S. by IBRD -5 -61 -118 -123 -84 -47 -27 -17 -10 -6 

5. Identified procurements 
in u.s. +1 +11 +22 +23 +16 +9 +5 +3 +2 +1 

Interest: 
6. Paid by IBRD on bonds +3 +29 +30 +30 +30 +30 +30 +30 +30 +30 

7. Received by IBRD on undis-
bursed bala..'IJ.ce outsta..Ylding -2 -25 -22 -15 -9 -5 -3 -2 -1 0 

8. Total net effect +21 -21 -88 -85 -47 -13 +5 +15 +22 +25 
(lines 3 + 4 + 5 + 6 + 7) 

Note: Details may not add up due to rounding. 

/1 $250 million on November 1, 1968 and another $250 million on January 15, .1969 .• 
International Finance Division 

Economics Department 
May 22, 1968 



- 2 -
' . 

To make these disbursements, it is assumed that IBRD withdraws at the same time an equal amount from the reinvested 
funds mentioned in para. 4. 

6. Identified procurements in U.S. (line 5). In the second half of 1967, 18.5% of the identifiable pro-
curements were made in the U.S. This is the percentage used in the projection. 

7. The interest paid by IBRD (line 6) to bondholders in the u.s. constitutes an inflow in the U.S. balance 
of payments. An interest rate of 6 3/4% is assumed for the projected bond issues.1/ 

8. The interest received by IBRD (line 7) on the outstanding balance of certificates of deposit or agency 
bonds (see para •. 4) .is an outflow in the U.S. balance of payments. These investments are assumed to earn 6%.11 

!( Estimate obtained from the Treasurer's Department. 



NOTES TO TABLE 3 

Estimat ed Effect on u.s. Balance of Payments During the Period 
1968-1977 of Two IBRD Bond Issues, Totalling $5oo Million, in u.s. 

1. The accompanying table is intended to demonstrate the likely effects on the U.S. balance of payments 
of t wo I BRD bond issues .in the U.S. One issue of $250 million is assumed to take place on November 1, 1968 and 
another $250 million is assumed to be issued on January 15, .1969. (No delayed deliveries are assumed.) 

2. The projection is carried out up to 1977, by which year most disbursements out of the above ·bond 
issues are assumed to be made (see para. 5). In 1968 and 1969 combined, there will be no net balance of payments 
effect. The heaviest negative effect is expected to occur during 1970 and 1971. After 1971 the negative effect 
will gradually become less. In 1974 the net effect will turn positive and will remain so thereafter. 

3. The table includes the following elements. 

Funds borrowed from U.S. sources bl IBRD (line 1). As stated in para. 1, the two bond issues amount to 
$250 million each. One to be issued in 196~and another in 1969. On the basis of past experience, it is assumed 
that an identifiable portion of around 10% of IBRD .bonds issued in the U.S. is bought by foreigners.!/ The imme­
diate negative effect on the U.S. balance of payments is therefore only 90% of the total amount of the issues. 

4. Funds invested in U.S. by IBRD (line 2). It is assumed that all money not immediately needed for dis­
bur sements is r einvested in the U.S. in the form of certificates of deposit at a maturity of over one year or in 
th e form of agency bonds. Reinvestments by IBRD in the U.S. constitute a positive contribution to the U.S. 
bal anc e of payments. Reserves thus invested will be larger than would otherwise be possible in FY 1969, by the 
amounts of the bond issues. 
S. Loan disbursements by IBRD (line 4). Two assumptions are made: (a) Additional loan commit- ~ , 
monts vtill be made by the Bank in anamom±equaling the total of the borrowed funds in the year following the 
issuance, and (b) the pattern of disbursements against commitments will be as follows:S/ 

Same year 
Second year 
Third year · 
Fourth year 
Fifth year 
Sixth year 

11.6% 
23.9% 
25.3% 
17.0% 

9.3% 
5.4% 

Seventh year 
Eighth year 
Ninth year 
Tenth year 

1/ Information obtained from Treasurer's Department. 

2/ Information obtained from the Statistical Division of the Economics Departmant. 
average disbursement ·pattern of all IBRD loans made from 1961 through 1965. 

3.4% 
1.9% 
1.2% 
0.6% 

The rates represent the 



Table 4 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

GROSS BORR~INGS FOR FISCAL YEARS 1960 THROUGH 1968 

(Expressed in millions of United States dollars) 

Funds Raised Funds Raised Funds Raised 
Inside 

Funds Raised 
Outside 

Da t e Issue 

7/11/59 4-1/L!. Notes of 1959, due 1962 
9/15/59 4-3 /4% 2-Yr Bonds of 1959, due 1961 
10/2/59 4-1/27. OM. Notes of 1959, due 1961 
10/5/59 4 -1/T't.. Notes of 1959, due 1961 
12/21/59 57. 23-Yr £ Stock of 1959,due 1982 
1/31/60 4-3/47. DM. Notes of 1960, due 1963 
2/15/60 57. 25-Yr Bonds of 1960, due 1985 
2/15/60 4-1/T't.. 12-Yr SwF Bonds of 1960, 

due 1972 
6/20/60 47. Notes of 1960, due 1962 

Totals Fiscal 1960 

7/11/60 4% Notes of 1960, due 1963 
7/-/60 4-1/2% 12-Yr IM Bonds of 1960, 

due 1972 
7/-/60 4-1/Z'I. 12-Yr Bonds of 1960, due 1972 
10/l/60 3-1/27. 2 Yr Bonds of 1960, due 1962 
10/15/60 47. 15-Yr SwF Bonds of 1960, 

due 1975 
1/1/61 47. SwF Loan of 1961, due 1967 
1/16/61 3-1/2'7. Notes of 1961, due 1964-65 
1/16/61 3-1/27. DM. Notes of 1961, due 1964-65 
2/1/61 3-3/4% Notes of 1961, due 1965-67 
2/1/61 3-3 /47. 1M Notes of 1961, due 1965-67 
4/15/61 4'7. 18-Yr SwF Bonds of 1961, 

due 1979 
6/15/61 4-1/2% 20-Yr Neth. f. Bonds of 1961, 

due 1981 

Totals Fiscal 1961 

7/1/61 5% 15-Yr Lit. Bonds of 1961, 
due 1976 

9/15/61 4% 2-Yr Bonds of 1961, due 1963 
10/20/61 3-3/4% SwF Loan of 1961, due 1966-68 
2/1/62 4-1/27. 20-Yr Bonds of 1962, due 1982 
2/1/62 47. 11-Yr SwF Bonds of 1962, 

due 1973 

Totals Fiscal 1962 

7/15/62 4-1/27. 20-Yr Neth.f. Bonds of 1962 , 
due 1982 

10/1/62 3-3/4'7. 2-Yr Bonds of 1962, due 1964 
11/15/62 4% Notes of 1962, due 1967 
11/15/62 4-1/27. 15-Yr Bonds of 1962, due 1977 

Totals Fiscal 1963 

9/15/63 4% 2-Yr Bonds of 1963, due 196S 

Totals Fiscal 1964 

8/1/64 4-1/87. Notes of 1964, due 1968/69 
8/1/64 4-1/8% 1M Notes of 1964, due 1968/69 
10/1/64 4-1/47. 2-Yr Bonds of 1964, due 1966 
2/1/65 4-1/27. 2S-Yr Bonds of 196S, due 1990 
2/1/65 4-1/4'7. Notes of 196S, due 1970 
2/l/6S 4-1/47. 1M Notes of 196S, due 1969/70 
3/15/65 5-1/47. 2S-Yr Can.$ Bonds of 196S, 

due 1990 
4/l/6S 5-1/27. 20-Yr 1M Bonds of 196S, 

due 1971-85 
S/15/65 4-3/47. 18-Yr SwF Bonds of 196S, 

due 1983 

Totals Fiscal 1965 

Treasurer's Department 
Securities Division 
May 17, 1968 

Inside 
u. s. 

113.1 

113.1 

76.S 

76.S 

181.0 

$ 181.0 

Outside 
u. s. 

30.0 
100.0 

2 .5 
2.5 

24.0 
50.0 
11.9 
14.0 

25.0 

259.9 

30.0 
125.0 

120.0 
100.0 
14.0 

7.8 
148.0 
50.0 

110.0 
50.0 
23.3 

13,8 

791.9 

24.0 

100.0 
23.3 
23.5 
23.3 

194.1 

11.0 

100.0 
s.o 
s.o 

121.0 

100,0 

100.0 

60.0 
40.0 

100.0 
19.0 
38.0 
60,0 
23.1 

62.S 

14.0 

$ 416.6 

30.0 
100. 0 

2.5 
2.5 

24.0 
50.0 

125 .o 
14.0 

25.0 

373.0 

30.0 
12S .0 

120.0 
100.0 

14.0 

7.8 
148.0 
so.o 

110.0 
so.o 
23.3 

13.8 

791.9 

24.0 

100.0 
23.3 

100.0 
23,3 

270,6 

11.0 

100.0 
s.o 
s.o 

121.0 

100.0 

100,0 

60.0 
40.0 

100.0 
200.0 
38 .0 
60.0 
23.1 

62.S 

14.0 

$ 597.6 

8/1/65 
8/1/65 
9/15/65 
2/1/66 
2/1/66 
3/15/66 
3/15/66 

6/28/66 

8/1/66 
8/1/66 
10/1/66 
1/4/67 

1/16/67 
2/1/67 
2/1/67 
3/lS/67 
4/1/67 
6/28/67 

8/1/67 
8/1/67 
9/1/67 
9/15/67 
10/15/67 

11/15/67 
l/1/68 
2/l/68 
2/1/68 
2/lS/68 

3/1/68 

3/15/68 
3/lS/68 
5/1/68 
S/31/68 

6/lS/68 

Issue U. S. 

4-1/47. Notes of 1965, due 1968-71 
4-1/47. DM. Notes of 1965, due 1968-71 
4-3/f!'l. 2-Yr Bonds of 1965, due 1967 
4-7/8'1. Notes of 1966, due 1968-71 
4-7/8'1. 1M Notes of 1966, due 1968-71 
5-1/47. 2-Yr Bonds of 1966, due 1968 
5-3/47. 25-Yr Can.$ Bonds of 1966, 

due 1991 
5-3/8'7. 25-Yr Bonds of 1966, due 1991 154.7 

Totals Fiscal 1966 

5-1/4'7. Notes of 1966, due 1968 
S-1/47. IM Notes of 1966, due 1968 
67. 2-Yr Bonds of 1966, due 1968 
6-1/47. 25-Yr Can.$ Bonds of 196 7, 

due 1992 · 
5-3/4'7. SwF Notes of 1967, due 1969 
5-1/8'1. Notes of 1967, due 1969-70 
5-1/8'1. IM Notes of 1967, due 1969-70 
5-3/8'1. 2-Yr Bonds of 1967, due 1969 
S-3/8'1. 25-Yr Bonds of 1967, due 1992 
S"'. 18-Yr SwF Bonds of 1967, 

due 198S 
Totals Fiscal 1967 

S-1/27. Notes of 1967, due 1971 
S-1/27. IM Notes of 1967, due 1971 
S-7/8'1. 26-Yr Bonds of 1967, due 1993 
S-3/4'7. 2-Yr Bonds of 1967, due 1969 
6'7. 2S-Yr SKr Bonds of 1967, 

67. 
57. 
6-1/8'1. 
6-1/87. 
7'1. 

due 1992 
Notes of 1967, due 1972 

SwF Loan of 1968, due 1968-70 
Notes of 1968, due 1972-73 
IM Notes of 1968, due 1972-73 
2S-Yr Can,$ Bonds of 1968, 
due 1993 

6-3/4'7. 10-Yr IM Bonds of 1968, 
due 1978 

154.7 

238.4 

238,4 

139.9 

6-1/8'1. 2-Yr Bonds of 1968, due 1970 
6-1/27. 26-Yr Bonds of 1968, due 1994 13S,O 
6-1/27. 26-Yr Bonds of 1968, due 1994 
S-1/4'1. lS-Yr SwF Bonds of 1968, 

due 1983 
6-3/4'7. 20-Yr Neth.f. Bonds of 1968, 

due 1988 

Totals Fiscal 1968 

GRAND 'l'OTALS 

$ 274,9 

$1,038.6 

u. s. 

18.7 
18.8 

100.0 
16.0 
16.0 

100.0 
18.5 

20.3 

308.3 

16.0 
16.0 

100.0 
18.5 

7. 7 
16.0 
16.0 

100.0 
11.6 
14.0 

315.8 

16.0 
16.0 
10.1 

100.0 
14.S 

s.o 
11.6 
29.4 
29.9 
13.9 

30.0 

12S.O 
15.0 
lS.O 
17 .s 

11.0 

$ 4S9.9 

$2,967.5 

18.7 
18.8 

100.0 
16.0 
16 .o 

100.0 
18.5 

175.0 

463.0 

16.0 
16.0 

100.0 
18.5 

7. 7 
16.0 
16.0 

10·0.0 
2SO.O 
14.0 

SS4.2 

16.0 
16.0 

150.0 
100.0 
14.5 

s.o 
11.6 
29.4 
29.9 
13.9 

30.0 

12S.O 
lSO.O 

lS.O 
17 .s 

11.0 

$ 734.8 

$4,006.1 

GROSS BOIUlOWIMGS FOR CALEN!Wl YEARS 1960-1967 AND CALENIWt YEAR 1968 TO JUNE 30, 1968 

Totals Calendar 1960 

Totals Calendar 1961 

Totals Calendar 1962 

Totals Calendar 1963 

Totals Calendar 1964 

Totals Calendar 1965 

Totals Calendar 1966 

Totals Calendar 1967 

Totals Calendar 1968 to 6/30/68 

GRAND TOTALS 

Funds Raised 
Inside Outside 
..J!:...§.:. ~ 

113.1 

76.5 

181.0 

1S4. 7 

378.3 

13S.O 

489.9 

ssp. 2 

167.8 

100.0 

200.0 

354.1 

302.8 

345.4 

298.3 

$1,038.6 $2,808.5 

603.0 

SS0.2 

244.3 

100.0 

200.0 

S3S.l 

4S7.S 

723.7 

433.3 

$3,847.1 



FISCAL 

YEAR 

Prior to 1952 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

. 
1963 

1964 

1965 

1966 

1967 

llecemher 31, 

Transf ers 

TOTAL 

PARTICIPATIONS 

Ins ide 
u.s. 

$ 24, I 00,000 

3' 500,000 

997 '000 

10,064,879 

32,795,000 

12,290,000 

14,774,000 
(249,297) 

37 '806' 900 
(174,115) 
(158,600) 

26' 788,000 
(614 '000) 

66' 688,000 

13,156,000 
( 84,466) 
(200,000) 

26 '973 ,000 
( 1 '5 13 ,000) 

9, 732,000 

24,530,000 
( 166. 300) 

25,145,000 

9,935,000 
(490,000) 

14,015,000 
(977 ,000} 

1967 5,695 ,000 

$354.358 '001 

EXPUNA TORY NOTES 

Tabl e 5 · 
INTERNATIONAL ~ FOI. RECOJSTI.UCTIOII AMD DEVELOPMENT 

PARTICIPATION IN AND PQ!TfOLIO SALIS C. I,B.W· J.9!Y!S BY FISCAL YIAII. 

aa at ~er 31, 1M7 

(lxpraaaad in -.;d State& . -ll~a} 

(Including Aara-nts to Sell} POI.TFOLIO SALE S 

Outside TOTAL 
Inside OuUhM TOTAL u. s. u.s. u. s. 

1 
$ - $ $ 4,599,000 $ 4,31~496 $ 

- 2,442,000 17 ,411)~192 

- 499,000 13,13~1965 

1,806,000 1,873,2'0 20,062
1
,337 

4,522,600 15,510,500 46,349,036 

7. 707,842 10,726,500 41,442,784 

8,413,000 174,000 33,783,048 

11,165' 142 1,848,000 36,512,548 

5,579,619 864,000 115,869,900 
(27 ,000} . 
(25 ,000) 

21,723.999 27,893,000 126.281,032 
(25,000) 

12,234,727 21,225,000 155,801,154 

9,387,509 69,309,300 217.751,230 
(3,072,669} 
( 27,624) 

2,084, 796 ll3,080,700 148,424,278 

23,252,554 15,446,000 110,376,479 
(166,300} 

5. 255,137 30,017,300 45,748,894 

429,991 9,988,000 61,9974517 

644,991 5,625,000 49,277jj464 

• 
16,265,000 s~.ooo 8,441,038 

(176) 

$127,129,138 $481,487,139 $331,172,550 $1,252,993,192 $1,584,165.942 

Items in parenthesis represent cancellations of Participations of previous years. 

·-
TOTAL 

Inside Outside TOTAL 

u. s. u. s. 

$ 28,699,000 ' 4,318,496 $ 33,017,496 

5,942,000 17,417,192 23,359,192 

1,496,000 13,138 '965 14,634 '965 

11,938,129 21,868,337 3J' 806,466 

48,305,500 50,871,636 99,177,136 

23,016,500 49,150,626 72,167,12 6 

14,948,000 42,196,048 57' 144,048 
(249,297} (249,297) 

56,894,751 

39,654,900 47,677,690 87' 332' 590 
(174,ll5) (174,115) 
(158,600} (158,600) 

86,999,875 

27,652,000 121,449,519 149,101,519 
(614,000} (52,000) (666 '000) 

148,435 ,519 

94,581,000 148.005. 031 242' 586 '031 
(25' 000) (25 '000) 

242,561, 031 

34,381,000 168' 035 '881 202,416,881 
( 84,466) (284,466) 
(200,000) 

202 ,132,4 15 

96,282,300 227,138,739 323,421, 039 
(1,513,000} (3,072,669) (4, (}13 ,29 3) 

( 27,624) 

318 1 807 I 746 

122.812.700 150.509' 074 273,321,774 

39,976,000 133,629,033 17 3 ,605,033 
(166,300) (166' 300) p 32 ,6 00 ) 

173,272,433 

55,162,300 51,004.031 106 '166' 331 

19,923,000 62,427,508 82,350,508 
(490,000} ~490,000) 

81,860,508 
19,640,000 49,922,455 69 .562,45!1 

( 477.4*) 
-- ~ 

'9ZZ 1 ooo~ 
68,585,455 

5. 74 7,000 24' 706, 038 30 ,4 51, 038 
( 176) ( 17 6) 

30,452,862 

·-
( 15,622. 742) 15,622.742 

$669.907.809 $1,395,745,272 $2,065,653,081 

Fiscal years 1961 and 1962 include revision on previous ParticipatioM due to revaluations of Netherlands guilders and Deutsche Mark. 

Treasurer's Department 
Securities Division 
January 22, 1968 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 

ASSO C IATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 
FoRM No. 57 

OFFICE MEMORANDUM 
. TO: Mro McNamara I DATE: May 23 1968 

I 
FROM: Irving So Friedman 

SUBJECT: Mro Leonard Rist -- Study Tour of USSR 

May I recommend that Mro Rist join the group of economists 

undertaking a study tour in the USSR from July 11 to August 22, 

as he proposes in the attached memorandum. 



FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr . Irving s . Friedman 

FROM: Leonard Rist 1 ;( . 

DATE: May 22 , 1968 

SUBJECT: Trip to the USSR . -

I have been invited to join a group of economists ' which 
is undertaking a study tour in the USSR from July 11 to August 22 . 
The leader of the group is Professor Gregory Grossman , of Berkeley 
University , who has , according to our friends in the Federal 
Reserve , thereputation of an outstanding sovietologist with a 
rather conservative approacho 

The program includes an extensive tour through the USSR 
and discussions with all the leading institutions in the fields 
of economic research and planning , and a number of industrial and 
agricultural projects . My previous contacts with ~astern Europeans 
have convinced me that they tend to think according to Soviet 
teachings and methodologyo A closer observation of Soviet economics 
on the spot would , therefore , be the best education for under­
standing the other Eastern countries . 

I therefore hope that my participation in this study tour 
will be approved by the Management . Since I am leaving next week , 
it would be necessary for me to reply to this invitation before 
my departure on May 29 . 

lbr/mlc 



FoRM No. 57 iNTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: · Robert S. Me amar DATE: Me; 

FROM: I ng S. ri dman 

SUBJECT: Economj. ts 

Som ti o vh n we were di cus ing th . economic wo:rk you 1ndi~ :ted 
that it ~ould be appropriate for o in icat . to you wb t thought I had 
about p r onn 1 t this ti I h d hoped to b hle to giv the e thoughts 
in tim to hav an imp ct on th curr nt budg consi r :tions. I 
info ed hat in the Proj et Department t le t, the n ~ vo~ b in 
contempl ted in th tiv •y _ r program 1 bei r fleet d 1n t budgetary 
r qu st, but not r fl eted in th Economic Depa.rtm nt budget ry r qu ts. I 
don't know what th Ar D partm t ·s r r ue ting for th ir conotnic wor • 

Th r will b need for expan ion ot conomic tatt directly deriv d 
from th ti e- ar pro r , but I b li th t the hould lso b included 
1n our thinking for tb tutur th . eo omio ·ork which 1 · r indirect in 1 t 
contr1b.ut1on ~ but till Vi tally important. I ba.v had chane to Ch ck m:r 
thought 1th other up rvising v. ~ious a p cts ot th work, and mo 
particularly, I wait d for dr. e to ~ turn ~rom the eonferenc in EtbiO ia. 

At thi point it m1 ht b ore e 1rabl it I v r to giv you the end 
product of m:1 thought without giving you the ration le, but would, ot cour • 
be pr pared to do so a.t any ti 

1. ction work 

~i vill r quir t le t an ddit1onal 85 conomist or o pr ad 
thro b the Area. D partments , Project De artment and EQonomi<:s Dep rt:men • 

rough division mi t be abou 25 for th Ar a D part ents and 30 each in 
the oj cts and conomic Depart nts. s nt1 1 thi J ent is b d 
on th need ma.inly to hav more econo c p · eia.li ts to do r · work on the 
analy- i and str t gy of country develop nt probl as w · ll to ha.ve th 
gener lists to t to achiev agrement ith gov ·r · ts on tb concret 

ur s a.nd poliei to be taken. 'fhi -would p rmit he etablishment of 
a Popul tion Economia Unit in the Economics Depart en of about five or ix 
economists. It does not incl de the possibility ot qui~alent kind ot 
d1v1 ion in the ProJect De:partm nt. The r eruitln t nd ab orption or tb 
nUJnb r of qus.ll i d stat"t ll g st d would ne d about two y s to ccompliab. 
It 1 s ge ted that, if' o ible, on half b included in h fi cal 1969 
budg t .• 

2. In ernational D v lopment Finance 

An a~ditional ti to t n conomi t working in th r1 ld of 
1nt rnational developmen finance pr sumably within th fram work of tb 
Economies Departm nt. At pr nt our rk on develop ent tin ne 1 on 
catch-a -c· :teh-ean a 1 ,. We do do a con id ra.bl .' amount or day-to-day ork 
on various proble_ sueh as th taft work for th IDA r plenis ent 
negotiation , que tion arising fro U •• consid ration o th uppl ment rry 
tinanc sehem , uppliers' oredi , local currene financing, · tc. How ver, 
w have no or a.niz d fram ot work b ca.u e the ma.npov r h simply not be n 
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FoRM No. 89 
( 2. 6_6) 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

ERNATIONAL DEVELOPMENT 
ASSOCIATION 

ROUTING SLIP 

INTERNATIONAL FINANCE 
CORPORATION 

I Date 
May 22, 1968 

' 

~Ueb. • ... ~·~· ..... j~ .. 'i . -~.~ ·:::::::;_ ·•' 

Name Room No . 

Mr. McNamara 

To Handle Note and Fi 1 e 
Appropriate Disposition Note and Return 
Aporoval Prepare Reply 
Comment Per Our Conversation 
Full Report Recommendation 

XX Information Signature 
Initial Send On 

Remarks 

I think you will find the attached 
memorandum of interest. 

From 
Irving S. Friedman 

• 



.FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR. I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Irving s. Friedman (through Mr. Hulley) DATE: May 21, 1968 

FROM: Willem Maane 7 
SUBJECT: Restrictions Affecting Sale of Foreign Bonds in u.s. 

. . 

1. There are no limitations on U.So purchases or holdings of bonds 
issued by less developed countries with a maturity exceeding 10 years 
at the date of acquisition. There are also no -restrictions on the issuance 
of bonds in the u.s. by L.n.c.•s, other than the general rules of the 
Security and Exchange Commission which, however, do not discriminate 
against foreign issues. 

2. There are no limitations on U.s. purchases or holdings of IBRD 
bonds of any maturity. However, issuance by IBRD requires approval by 
the U.s. Government. 

3. Purchases of bonds issued either by LDC 1 s or IBRD are exempt from 
the interest equalization tax. 

4. Details of the limitations on holdings of foreign bonds are 
described in the "Guidelines for Nonbank Financial Insti tutionsu1( which 
were issued by the Board of Governors of the Federal Reserve System on 
January 1, 1968. Each nonbank financial institution was thereby requested 
to reduce its aggregate holdings of "covered" foreign financial assets to 
95 percent or less of its holdings on December 31, 1967. The guidelines 
provide a list of the types of foreign financial assets which are covered 
by the program. They include the following categories relevant to foreign 
bond issues: 

a) "All other claims on foreign obligors written to 
mature in 10 years or less at date of acquisition. 
This categor,y includes all bonds, notes, mortgages, 
loans, and other credits, regardless of country of 
ongm. Excluded are bonds and notes of inter­
national institutions of which the United States 
is a member, and loans guaranteed or participated 
in by the Export-Import Bank or insured by the 
~ reign Credit Insurance Association, regardless 
of maturity." 

b) "Long-term credits of foreign obligors domiciled 
in developed countries other than Canada and Japan. 
Included in this category are bonds, notes, mortgages, 
loans and other credits maturing more than 10 years 
after date of acquisition. Excluded are bonds of 
international institutions of which the United 
States is a member." 

!( These institutions include insurance companies.9 investment companies, 
finance companies, mutual savings banks, employee retirement and pension 
funds, college endowment funds, charitable foundations, trust companies 
and trust departments of commercial bankso 

• 



Mr. ' Irving s. Friedman (through Mr. Hulley) - 2 - May 21, 1968 

5. The above has been checked with the IMF, the Federal Reserve 
Board and the Legal Department here. 

WMaane:co 
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FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: DATE: 17. 19 

FROM: rc 

SUBJECT: 
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TO: 

FROM: 

SUBJECT: 

iNTERNATIONAL DEVELOPMENT 
ASSOCIATION 

INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
RECONSTRUCTION AND DEVELO~MENT CORPORATION 

OFFICE MEMORANDUM 
Mr o McNamara DATE: May 16 1968 

Irving s. Friedman 

The IMF Discussion on Commodities 

I am attaching some notes of a meeting on the IMF discussions on 
the Commodity Study outline which are self-explanatory. 

It might be added that Plescoff, in the morning meeting, expressed 
the view that a Bank staff member should be present and was supported by 
Reid and Huntrods (the UoK. alternate)o As a result of this intervention 
the Fund staff has been authorized to inform the Bank staff about the 
content of the Board discussion! 

Four Executive Directors did not participate in the discussions -­
namely Dale (U.So), Saad (UoAoR.), the Japanese alternate, and Tann (China). 
Dale informs me confidentially that he did not speak because he saw no 
particular point to having a discussion and the UoS. Government had no 
position on the issues raised.· In response to query he indicated that 
the Germans were in favor of discussion, but emphasized that they thought 
Part II of the Study should indicate the whole range of possible solutions. 
He speculated that their motive might be to swamp any suggestion with an 
excess of alternative solutions. 

No decisions were takeno The Acting Chairman (Mr. Southard) made 
no substantive remarks but indicated that the staff would continue its 
work. 

The names of the Executive Directors written in the margins of the 
attached notes and whom you may not know, are: 

Att: 

Madan - India 
Biron - Belgium (Alternate ED) 
Friis Scandinavia 
Crispi - Italy 
Diz Argentina 
de Villiers - South Africa 
Kafka - Brazil 
Schleiminger - Germany 

We are continuing our work on this Study. 
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To: Senior Staff 

·· From: The Secretary' s Department 

Subject: Executive Board Meeting 68/90, May 15, 1968* 

Stabilization of Prices of Primary Products (Provisional Outline) 

Staff Representatives: Polak, Hirsch · 
Discussion: 2 hours, 50 minutes 

General view that contents of provisional outline of study compre­
hensive and broadly-based. Several ED's ~~derlined crucial importance 
to LDC's at present time of stabilization of primary product prices i n 
vie-vr of falling-off in level of foreign aid, disappointing results in 
lffiJCTAD II, overwhelming predominance of primary products in total exports 
of LDC's, and unfavorable price trends projected for many commodities 
in 1970's. Need observed for medium-term financial assistance to sound 
projects for price stabilization to complement existing long-term loans 
of I BRD and short-term balance of pa~nents assistance of Fund. Major­
ity of EDrs favored presentation in Part II of study of fairly precise 
and concrete proposals covering 1.J"hole spectrum of feasible solutions, 
and not merely general indications of possible future lines of approach. 
One ED emphasized that proposals should be seen as additions to, and not /{\A 0 A N 
substitutes for, SDR's, compensatory financing ·facility, and other facil-
ities of Fund. 

Various observations in regard to study included: 

( 1) One ED emphasized that solution \vould be likely to lie in f 
field of buffer-stock arrangements and organization of commodity L ESC 0 

t== F 
marl{ets. He suggested that possibility might be considered of a 
pooling of finances of approved schemes, and Fund' s acting as "banker" 
for these schemes, examining commodity trends carefully, and setting 
ceilings on finance that \·Tould be made available to each commodity. 
Several ED's suggested detailed case-study analyses of past arrange-
ments as basis for possible proposals. 

(2) Need to examine nature of problem closely, and verify 
whether international scheffies -vrould be likely to contribute sufficiently 
to welfare of LDC's to compensate for effort and cost in establishing 

- over -

*Precis for limited distribution; not basis for official action. 



r 

'{ AM e. o c7 o 
V l~ F I( t:;_----

- .2 -

them. Noted that not all corrrm.odi ties suffered from price problem 
and suggestion made that analysis in Chapter II should be on commodity-
by-connnodity basis. Some ED's wondered whether establishment of f3 1 ~ 0 N 
organized price schemes was compatible with ultimate solutions of p R.ll C' 
diversification and economic development. 

(3) Importance of diversification in LDC's as long-run solu- . 
tion to avoidance of instability and adverse trends. One ED pointed 
out that diversification would assist bu±'fer-stock schemes by restrain­ REID 
ing production of traditional commodities. Some ED's emphasized that-··--
LDC 1 s should exercise necessary discipline .in regard to control, C. I~ 1 > r:> I 
diversification, and improvement in efficiency of production. D _ I) I z_ _ 

. !;' VIL-Llt:~S 
~ . . . . . 

(4) Need to examine effects of trade blocs on exports of p~imary 
__ producing countries. Some ED's thought that study should also be -K. A 1- I< p. 

broad eno:ugh to c.over ;issue Q~ ... trade preference..s .. in . ~ndustrial coun- M PI 0 A "-' 

tries for exports of LDC's • 

. (5) One ED stressed need to make distinction between stabiliza-
tion of prices and stabilization of export proceeds , and observed ) c H L £1M. INC., ER., 
that study should concentrate on the latter. 

(6) One ED pointed out that stabilization problem had both 
short-run and long-run aspect and both needed to be studied. He 
felt that there had been an overemphasis in past on price fluctua­
tions and insufficient attention paid to price trends. 

REID 

(7) Some ED's doubted '\vhether Fund could make direct contribu- s e H 1.. G IMJNGj£R 

tion to stabilization of prices of individual products, but recognized £ 1C. , 
that it would be wholly consistent with Fund's purposes for it to 
assist individual countries to increase export proceeds in general. 
Some ED's thought it might be difficult for ·Fund to venture beyond 
provision of short-term financial assistance, but some other ED's--- erR~oi~ 
stressed need for a flexible ·approach · in regard to Fund's willingness '----
to cormni t resources • M A t> A IV 

ETC.. 

Discussion to be resumed in afternoon. 

* .:~ * * 

~ NeAt meeting, same afternoon continue discussion of Stabilization of· 
Prices of Primary Products. 

* * * * 

No lapse-of-time decisions to be ··recorded. 
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l 'vb~ 

The following are some very brief comments or questions on this 
memorandum, leaving aside drafting suggestions or queries. 

1. Much of the memorandum is affected by the attitude towards Bank 
holdings of U.S. dollars. If we wish to make the largest possible 
contribution to the U.S. balance of payments, or conversely to minimize 
any adverse effects on the U.S. balance of payments, we should be trying 
to hold as much of our assets in dollars and invest them in forms regarded 
as long-term investments, i.e. non-liquid liabilities, from the U.S. 
balance of payments point of view. If this were the policy much of our 
attitude on holdings and use of currencies might well be changed. For 
example, why should all Bank contributions to IDA be made out of U.S. 
dollars (para.9, page 3)? Under existing conditions we may assume that 
any Bank contribution to IDA would be used fairly rapidly; the Bank 
contribution made in dollars might otherwise have been held in some form of 
investment not regarded as a liquid liability by the U.S.,thus our action 
may unnecessarily worsen the U.S. balance of payments. I suggest this y~ 

practice be reconsidered. 

2. Para. 12 (pages 3 and 4) outlines four alternatives which the Bank 
could consider if it wished to avoid running the risk of a devaluation in 
any currencies in which its earnings are held. At least two other 
alternatives suggest themselves: One that the interest be paid in one of 
a group of convertible currencies, or any convertible currency in which the 
Bank has liabilities. Another alternative is to convert inconvertible or 
less desirable currencies into one of these currencies when interest is 
received. Unlike the assumption seemingly made in para.l6 on converting 
currencies, such conversion would not be made when the judgment was reached 
that a currency might devalue. Instead it would be made at the time the 
less desired currency was received so that there would be no implications 
that Bank action was in anticipation of a devaluation. I believe these 
alternatives merit exploration . 

...,.3. The so-called "neutral" position stated in para. 17 (pages 5 and 6) 
treats all currencies loaned by the Bank on the same basis. However, the 
currencies which are used for financing Bank loans to borrowers are, from 
the borrowers point of view, selected by the Bank in an arbitrary fashion. 
For example, if a borrower had been given German marks, because from the 
Bank financial point of view this was desirable, the borrower would be in a 
position where he would have to pay interest in German marks. If this were 
done after revaluation of the German mark, more units of ot her currencies 
would be needed to meet these German mark payments this would not be 
the case if the Bank had given the borrower sterling or U.S. dollars or lira. 

.. _ , 
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Thus this paper raises the ~uestion as to what currencies we decide to use 
in financing any loans or, in other words, how do we make up the package of 
currencies in any particular case. I understand that we have followed the 
rule of first using those currencies which are least income earning, 
presumably because interest rates in that country are lower than elsewhere. 
From a strictly income point of view, this may be understandable, buf it may 
mean that we are using the strongest currencies first. 

I have not discussed the above suggestions with anyone. I think 
they are ~uestions of policy rather than law, but I am not certain. 
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May 9, 1968 

1. Earnings, thc? .. t is amounts received as payments of interest and 

other charges on loans and income on investments and profits on the sale 

thereof, are not protected by any obligation of members to maintain their 

value regardl.ess of the currency in which they are held. Pursuant to 

Article IV, Section 2(d) of the Articles, earnings may be 11 used or 

exchanged for other currencies or gold required in the operations of the 

Bank v-rithout restriction by the members whose currencies are offered .. 11 

2. In the earJiest days of the Bank the only earnings of the Bank 

'-rere in U.s. dollars and no thought ·was given to exchanging these dollars 

for gold or any other currency. 

J. \men the Bank first began to have income in currencies other 

than U.S., dollars (receipts of interest and commission on portions of 

loans made out of 18% non-dollar currencies), these non-dollar currencies 

were regularly converted into U.S. dollars. 

Corrunencing August 1, 1949, however, in any currency 

(including U.S. dollars), other than receipts of commission ear-marked 

for the special reserve, were used by the Bank to reimburse the 18% 
. 

account of the member concerned for amounts previously drawn by the Bank 

from that account and used to pay administrative e:x:penses of the Bank 

in that currency.. By reimbursing the 18% accounts of the members, the 

currencies so paid into such accounts were protected by the memberst 

obligation to ma:intain their values. Sufficient additional amounts of 
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. 
earnings were maintained in the currency of the member concerned to cover 

estimated future administrative expenses of the Bank in that currency. 

Any amounts of earnings in non-dollar currencies in excess of these two 

sums, including receipt~ of co~mission _~annarked for the special reserve, 

were :irumediately converted i tD 

5. In 1950 the Executive Directors approved a change of policy on 

the basis of a memorandum from the President. The reason for the Presi-

dent's recorunendation was that the policy followed until then, requiring 

income on 18% currencies to be converted into U.S. dollars, was a 

hindrance to the Bank's obtaining consent to the use of the 18%. 

6. In accordance 1vi th this policy, adopted in 1950 and followed 

since then: 
~ 

(i) all earnings are retained in the currencies in whj_ch 
..___-

they are e ar;:-e d; 

(ii) a portion of the earnings in U.S. dollars equivalent to 

the special commission on loans (now discontinued, vvith 

some exceptions) is allocated to the Special Reserve 

regardless of the currencies in which the commission was 

earned. The Special Reserve assets are kept in U.S. dollars; 

(iii) thB balance of earnings is used in the Bank's operations; 

(iv) the Bank bears the exchange risk on any currency 

representing earnings while held by the Bank or on loan. 

7. Follow~ng the devaluation of the French franc i Bank's 

practice was reviewed and the President circulated a memorandum to the 
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Executive Directors recommending that no change for the time being be made 

in the policy adopted in 1950, but expressing his intention to keep the 

matter under review. 

8. In 1961 the Bank modified its practice with respect to 

a~~nistrative expenses and started making larger use of u.s. dollar 

earnings to meet such expenses. 

Since the first transfer of net income of the Bank to IDA in 

1964, the Bank has made all such transfers in U.S. dollars out of its 

ean1ings in that currency. 

10. In the fall of 1967, following the devaluation of the pound 

sterling and several other currencies, the Bank incurred a loss on 

currencies in which earnings w-ere held amounting to about U.S. $23 million 

equivalent. 

11. Accumulated net earnings at December 31, 1967, based on book 
(! '/ 

H' 
- ~ values, amounted to about U.s. $1,243 million equivalent (see Annex A). 

It is estimated that net earnings during the next few years will amount 

to about 180 million U.S. dollars equivalent per year of which, if the 

present policy is continued, about 100 million U.S. dollars equivalent 

would be in currencies other than U.s. dollars. As stated above, under 

the present practice, losses or gains in the value of any currency held 

or loaned by the Bank and derived from ea~nings are for the account of 

the Bank. 

12. Should the Bank wish to avoid the risk it runs of devaluation 

j of any currency in ~ich it~. ear ings are .helQ. th~ following policies 

could be considered: ------

r 
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val~guarantee from 1) Ob~aining a maintenance of 

V'/;1 its members; 

2) Imposing a maintenance of value obligation on its r borro1vers; 

3) Investing earnings in gold; 

4) Converting currencies into other currencies. / 

13. Obtaining a maintenance of value guarantee from members. 

Each member in whose currency earnings accrue would be asked to maintain 

the value of such earnings in terms of a standard other than that currency 

(e.g. in terms of gold). If gold was used as the standard, earnings. 

would then be protected in the same manner as the 18% portion of the 

Bankts capital whether they are held or loaned by the Bank. Such a 

guarantee .from a member would of course go beyond its obligations under 

the Articles and would represent a substantial increase in its financial 
- c. 

co~itment to the Bank. 

14. Imposing a maintenance of value obligation on borrowers. 

By imposing on its borrowers the obligation to maintain the value of a 

currency loaned to them out of its earnings in terms of gold, the Bank 

would effectively shift the risk of devaluation of that currency to its 

borrowers and wo~ld find itself substantially in the same position with 

respect to earnings loaned to its borrowers and outstanding as with 

respect to the 18% portion of its capital. This policy, however, would 

represent a substantial departure from the general practice of' the Bank 

~~ to lend only in legal tender currencies: it would in fact constitute a 

&:; hardening of the Bank's lending terms. An increased risk would be placed 

/'1/V'W 
' . 
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on borrowers which happen to receive funds d~ived from earning which -
might in the future impose a serious burden on them. 

15. Investing earnings in gold. Conversion of the earnings held 

in cash or invested by the Bank from the currency in 1~rhich they were -earned 

to gold would afford the Bank a similar protection in respect of those 

earnings but would be costly, since gold does not produce income and in 

fact requires substantial expenditures for its custody. The advantage of 

protection should thus be compared with the cost of holding gold and 

foregoing income on the funds inv~sted in gold. 

16. Converting currencies into other currencies. An alternative 

to conversion of its earnings (held in cash or invested) S:nto gold or 

similar assets would be for the 'Ba.:ri'i{To ho1.d f r om· time to tme uhose 

earnings in those currencies which in its judgment are lea:st likely to 

devalue in the f~~es~eable future. Apart from the difficulty of making 

such judgments , the present and prospective size of the Bank's currency 

holdings and the fact that it is an international institution whose 

members are Governments and which is, at least in the mind of the public, 

closely associated with the IMF, would make it all but impossible in 

practice for the BaYlk to shift out of a particular currency when the 

judgment vras reached that such currency might devalue. Conversion by 

.the Bank would not remain secret and might, in terms of material and 

psychological effects, create or add pressure on the currency out of 

which the Bank v-ras shifting. 

The present policy of retaining earnings in the same currency 

9~ l . 

/l ' 0 
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fluctuations in the value of currencies held or ioaned has the advantage 

o.f leaving the Bank in a neutral position and, as far as ,borrovJer's are 
.____ --·· , . 

concerned, to treat all currencies loaned by the Bank, whatever their 

origin ma ba,_,on -th-e same basis. 

18. However, under the present policy, the Bank has used its 

earnings in one currency, i.e. U.S. dollars, also for purposes other 

than loans or investments, thus reducing in fact the U.S. dollar share 

of its total accumulated earnings. Administrative expenses are met to 
-- ~--

a large extent only out of the U.s. dollar-earnings (estimated at U .. S .. 

dollars 203 million c1unulatively to December 31, 1967, as against U.S. 

dollars 43 million equivalent in other currencies to the same date). 

1 
Payments to IDA on account of transfers out of the Bank's net income, 

totalling U.S. $210 million, have been made thus far in U.S. dollars 

out of earnings in U.S. dollars. The amount of such payments at 

May 1, 1968 vTas U.S. $160,000,000. 

PSella/SAldewereld:vg 
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INTERNATIONAL BANK FOR RECONSTRUCTION AN~ tEV~LOPI~T 

ANALYSIS OF ACCUMULATED NET EARNINGS BASED ON BOOK VALUES 
AS OF DECEMBER 31, 1967 

Total Net US$ Equivalent 
Earnings At Present 

Country Currency Book Rate 

Argentina 18,927,462 $ 228,317 
Australia 20,501,475 22,961,652 
Austria 150,290,390 5,780,400 
Belgium 1, 319,319, L.5o 26,386,389 
Burma 2,168,915 455,473 
Canada 59,396,072 54,941,422 
Ceylon 744,745 125,117 
China 14,525,731 363,143 
Denmark •50,537,659 6,738,355 
Finland 8,390,606 1,997,778 
France 198,168,709 40,139,012 
Germany 340,782,480 85,195,620 
Ghana 693,214 679,349 
India 50' 431+, 892 6,724,652 
Iran 256,250,888 3,382,850 
Iraq 197,824 553,908 
Ireland 734,459 1,762,701 
Israel 2,135,420 610,120 
Italy 13,250,342,902 21,200,549 
Japan 13,132,508,859 36,479,191 
Kuwait 400,307 1,120,858 
Luxembourg 46,858,530 937,170 
Malaysia 6,206,128 2,027,338 
Mexico 99,290,446 7,943,236 
Netherlands 114,070,570 31,511,207 
Norway 40,591,063 5,682,747 
Portugal 3,120,708 108,546 
South Africa 8,269,310 11,577,034 
Spain 196,636,626 2,809,095 
Sudan 298,329 856,669 
Sweden 62,801,749 12,139,803 
Switzerland 101,500,112 23,618,409 
United Kingdom 52,733,913 126,561,392 
United States (including 

Special Reserve) 699,642,211 699,642,211 
Venezuela 19,756 4,390 

Accumulated Net Earnings $1, 2Ld, 2L~6,103 

Note: All acc1~als are included under United States. 
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~ I • • • , ;_ ' ' ~ ~ -.., • .-r ~ • - , , - %'~ ~ ~ . , ~--.!. ' . • . , 1- ~ ~ .. .. . • : -:- }..,._~ 

- · - .' 1,- t Alternat1ves : -to -Devaluation · ·· .---~ - ~ - - -~ - : ~·.' 
,_ IF·coNGRE~~d lri~i~ari~ ·~~,~~· '"'?; Ii tile:'Vletriam -e-~erg~ncy abat~~;-~~-:­
t restrain the ~;feae;_al_' bu~get . -defi~i1!u.~et'~l - t~mp~ '::~~~~!~Et~ g~ve~"ent~ haS :. 
::-would not be ·:Surprised to h~ar more talk :J · ~~ac:~ - .o~ - .pnva~e · cap1~ -~~1flo~~: .:w~ . 
about d~valuing the dollar._. The point is . gi:Y~.~~r.: ;:£'919~ -r~~~~~;w~e J~~~. ­
that, with inflation-hurting the trade l}al- . -~§.tr· · ~at~· •. .tl;e. illusiol}·,.~tt:r~~P.~ 
ance, if the dollar were worth less in re- ~~----~ ~ :0:· )~. m~erna1;ib~.,~~f•!~1 · 

lation to other currencies, American ! ~c:t\:~~r !hatt wer _kilo~\lt' T~~- pe 
products theoretically would be . more · ·if ):h~_ r~~~a.m~s were· not there. _ : ,;.~_ ;·.: . .-~· . 
price-competitive in foreign markets and :~ ~ 1 __ ~ ..:. · : -~ · "" · · * * \ * ·: ·- · r.~.~~ · 

_more resistant to imports at home. ! \ 'siNCE U. S. payments · deficits .. are 
In fact, however, it is under just the related to_ European surpluses, let us · 

present deplor~ble circumstances that de- also assume that these turn out to be:7·. 

valuation. makes the least sense and is as large -again in 1968 · as they were · in .r 
the most objectionable to foreigners. prior years. And suppose they appear": 
Then what about later on? Unfortunately, destined to be no less substantial i.q 1969, ;_ 

:·evidence is accumulating that the dollar in part because European countrie~ haye _ 
isn't what it used to be in a hard-driving . ·not sufficiently heed~ the urgings -of in.: · 

. competitive world. Foreign exchange ternational authorities to accelerate: their ~ 
· parities· ·do indeed require another look · domestic growth rates. .. 

A growing amount of attention is be- . Under these conditions-and let us ·iri~-
. ing devOted by financial authorities to the . sist that we are not at all sure these· 
- basic disequilibrium in the international I p.artictilar contingencies will be the ones .. 

adjustmeJ?-t process, through which some- :,·_in· view,.-12·-~?~th~. h~nCf7- a. change,!~­
:· how _ ~ontinel'l;tal Europe keeps a_~ perp~t- ft. cprr~r:tcy_ .. P~fti,es . rn:ght begm to lo~~-· 
_ '4al __ gcilance . of payments surplus wh1le - _.; necessary. - · ~:~· · .: .~': ' _· · :: -~ -
· the dollar and sterling are forever weak. >~,~_ But it ·would. not take -'the"form o{ dol~-~~ 
~ - · : · • t · · * * * * _ ~ · ( lar .. devaluation, - we 1hi~, for ):~Vera:f. 

IT IS ··. QUESTIONABLE how much · ~·- '. re~o~s. Sin~e the U. ~:' ~veri~-~~~.1~·­
. .longer such a ·state of affair~ can. go on . i ~e~tly _ s~~n. tr_~d~. --~~~;us,:/r~~~­

?efore l!· - ~·. gold res~rves smk . and,_ 'Qle .. ::i . .i.._the . wq_d4_'~.)~e~~.; ~~dl~l ~'Y~r, r~ . 
~ mtez;J~?p~:. mm;et~ ~ . sys~em, , ~ - --.w~ l . -.9~~~- ~~eliey_~+- 14~-~; .r~~~ ~! ;-~ -. -'':P~!t! .. 

have ':fflo~: lt tp j~~~~' - _sinks ~~- ~e~--~-~ · -~~~~~X-· ~n~ertt. ~tg ?. ~~v~~P§~~·· ., 
_ We ~J.!l~e4 ~9. ~that by neXt year · ·i . ~_e.;Th~ dcinliging··ronsequences- Of':~ U~:'S~ · 

' .at_ !!!~ ~~t;s~-1~tJ1~ : V:-;. ~~ p~ymelJt~ · deficit t)rii't!~tly{~tQ~·~evalue·'COU14l)V~ll~th~~ffi.f · 
must dwmdlP.tO :the marginal SIZe Of $.750 ·. _.¥ a. ti ·~,· -.;"'! ·' CHan '");, ' tro1 f)· ~~-E~ 
million· ··vo·~.;;, s'o··~ :'-!·•·-·t . • <f . ·~ - ~:.·wt!;: · ~- ~1TJOJL .PTJ.r~">9 ~~~r::..·~ ""-~ed· -~~~ ~'*'ts · r-~~~i-# ~ .. 

. . ' .... . -~ .' . . !.!. " - ~ -. . . . '· . ' ..;: ' . . pean counu. J.es .Ul vr EST .. u- pu 'Uli.V ·lt:llel,;l. 
The.- ~tion tn the u.s. com.pU~at~.s~ 3 :_multiple excliange

1

¥ate;; With an expen- ­
rat?~r th.~ _adds to, the· case for: c:Utefing j si\~e dollar rate for trad~ and· _a ·.~eapef 
excllarige , ra~es. Why should the El:lro:- _ ·one for capital transfers. : · , · ·:.- ; ·~ ./:~ , .. 
peans · make such a major concession to . - · ·: ·- · · ,,. · · ~-~ -" • 
us _if we won't help ourselves? . . . . - . * * * * . ·,-. · ... :• ,. ',' 

Likewise, ·_ Vietnam, ·the international ! FROM THE U.S. standpoint, _ devalua- ·-
costs- -c>f ... which can be fairly described tion would be relatively impractical· and' _ 

_ ,_as ,ali>riorm~ and temporary, distorts the perhaps ineffective. The President~ · fo.r : 
·main' argument. _By -this time next year instance, would have to bind himself to_._. 

/ we m·ay not be at · war and if not what carry out deflationary measures dictated .. . 
_: will be the balance of payments conse- by the International Monetary Fund, and -
··quences? . . . · - yet he coUld not constitutionally bind 
. Yet remove Vietnam and inflation, Congress. . . ··· 
and it is unfortunately still rather easy There rerriairts the alternative, · which · 

· to imagine -a set ot' circumstances a year is beginiting to be discussed in Europe 
from ,now·which might tend to prove that · , .now; ~f revalujng upward the currencies_·. 
the U .. S . . payments imbalance is basically · of persistent surplus countries, incluct--.·. 
incurable by any . ordinary means. . ing the mark, the lira and the Swis~ . 

The· trade balance will tell the ·story. franc. . .. ; :··-·•- . ·· :;- ?. ~ · 1.:-f • ..._r ;: _ ~ ~ 
~~ppos~ thi~ . ye~ fiscal and monetary re- -· - · . ._ Not incidentally, this would . bene~t 

~ straint ·.d9,-,_curb. J~?-ti~n. Suppose by .. ' .. the world's other reserve currency;'. ster::. · 
.. nex_t yeti lh.e ' Vie~am.·wa.r ·is gi'~atly re- ~- ling, as well as the. dollar. · ... Britain inay 
7

· ~ucea;. 'in, ·scope~ .. -~d yet also· suppose it ;· yet rieed more · help . . ~ As 'of .now · it · .still 
tu:rns. . out ili:at 'the -trade · balance still ,.· has ·a 'disturbingly high import rate and 
hasn't _ recove:r:ed en~gh to provide· suf- ·1 the threat of another sterling devaluation 
ficient ·foreign exchange to finance the ) could arise in 1969. · 
nation's normally heavy· export of private I 
and public capital. • ~ ·. ·. -. , ~ · . ·_ - J • i 



Needless -to say,~ at this stage the Ger: ~· 
mans, the Swiss and the Italians . are nOt . 

. rushing forward . .to volunteer higher ex: l. 
change rates for their ·currencies • ./ ~ :But·· 

~. if the adjustment process- iS io 'work," the . 
continental Europeans will ' have to ·go 

1 

into payments deficit and ·the·: sooner ·· the··; 
·better. · This ·probably entails :.their . a.c~ _ 
cepting 'some trade"' reserves vis-a-vis the.~ 

, ~~tsid~~w~rl-d. ; .t~ ~- ~-: .; ,:~:/it: 
WE ARE NOT here arguing ¢e case_ 

· for the revaluation of these ·::cu:r:rencies, 
nor are )N.e at all convinced that .at · any-" 
time in the :future-: changes· in th~ir' par~ · 
~ties will become _"p. panacea . . We · can ~ 
see too many disturbing qu_~~t!~!lS J!l t!f~ "' 
puzzle of the u.· S.-European .iinbafunde, : 
which . mere~y · changing . ·money · value~ 
wouidri't-'ans~~i·::., ·.~ .. ,:. <:: ~·:: !~.i , ~"~~: · ·~r;~~i 

For ·. example, is .it rather. the trade . 
barriers whidl""'an · inward-looking Com­
mon Market have raised against out-· 
siders, instead ·of .. their perhaps under­
valued currencies, which have been force"!J. 
feeding the growth . of the market's for.:: .. 
eign exchange reserves?. · · .- '· 
···And, on ·this side of the ·Atlantic; . whaf 

accounts for the ·strange e8rSe with which . 
imwrts. increasingly penetrate ·the ~et-·' 

.. ica:n: ~kef-small cars . 'sW.el, seanQ,i:. ' 
na~~-furniiUre; Mic:hetin ···t~res- r-:_:even 

_.: tho~'b~~urY.~t _i>ri>du~ coUJ,.it~r~jpa~J;t .. 
here and foreign l~bOI." .. · costs . ·are. ghex:. 

:~--~·e. ~~t., .. ~ .:. ·· P\·,~·;' ... ::.~ ... _, .. ··_::..,.. ; •. ·.- · t~.,tfi ~ :1. · . · :ti~s · · o ' safe~~ )'td:. -~ .wo:JI;~ 
: .. !~~Sfki.n~~ :~.~,:e.~·.t~~.-'~ 

g1ye _and~· .~rl ~fis now • . ' · ::~ =; ·.-;_~1.\:~ 
:-The 16 govei:nnients ·which Ia.St weeR' 

agreed to sp~d-up U. 's~ ··KeJl!ledy Rou~_d: 
. tariff concessions-did their bit. By some:· . 
_ accounts,.-forei(ri officials value· th~ O:to~~ .. ~ 
tary system enough to do ·even more, if.· · 
only Congress would help them. ·If fina:n-· 
cial discipline finally found a honie here, · 

. they could better justify to their own 'na-·· 
tionallegislatures more sacrifices . to· ag.;. . 
sist the U. S. ·suD>lus. . . . . ... 

As for exchange rate manipulation as· . 
a cure for the internatiorial payments. 

~~~m's · w~s, for .:tl.le moii?-ent. ~ judg--' 
· ~ent on i~, nt3~~~!Je.;_ that ,it i~ .. tJ:te<;.niedi·.~· 

erne ·ot '-la:st':· resort. ,~..' -We ca.p..not forever ·. 
-· rule it out .· But there are a -lot of. thihgs'· 

,._,which can" be done before ·:we.. rome . to . 
·. "tp.at . pciss-:~ot'tlie -· least urgent oft whiCh :' 

is · a dose of f 1' s 'c a 1'_-' resfraint for ·tilE! 
~conorfiy.·· · · '' · ·, ... . ..- ·.):~:·:!·~+:~~~~,;·i{:i!:~~~-.~~· 
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TO: 

FROM: 

SUBJECT: 

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

OFFICE MEMORANDUM 
Mr. Robert S. McNamara DATE: May 9, 1968 

Irving S. Friedman 

Study on Problems of Stabilization of Prices of Primary Products -
Scheduled IMF Meeting 

On April 18, 1968, we circulated to our Executive Directors the 
outline of the joint analytical Part I of the study requested by the Board 
of Governors on Commodities at the Rio meeting. At the time it was not 
clear whether the IMF Executive Directors would wish to have a discussion 
of this outline. In the Bank we had agreed that Mr. Avramovic and myself 
would make ourselves available to the Executive Directors for informal 
discussions of the outline if they so wished, and this was passed on to 
Mr. Shoaib. Thus far the Executive Directors have not requested such 
discussions. 

The other day Mr. Avramovic, who is heading our team on the study, 
informed me of rumors that the IMF Board might be discussing the outline. 
Mr. Shoaib undertook to sound out some of the Executive Directors informally 
on the desirability of some form of discussion of the outline by Bank 
Executive Directors, if the IMF Executive Directors were to have such a 
discussion. Mr. Shoaib talked to Messrs. Ayub, Chen and Suzuki, who felt 
that there ought to be some sort of Bank discussion by its Executive 
Directors, if the IMF Executive Directors had a discussion, since both 
institutions had been asked by their Boards of Governors to carry out the 
study and both staffs were doing the work. 

We are now informed that the circulated outline of Part I will be 
discussed by the IMF Executive Directors next Wednesday, May 15. After 
discussion with Mr. Shoaib I recommend that you inform the Bank Executive 
Directors at the next Board meeting of the discussion of this outline by 
the IMF Executive Directors and ask them whether they would like to have a 
formal or informal discussion of this paper. 

I am attaching a copy of the provisional outline circulated on 
April 18, for your convenience. 

cc: Mr. Shoaib 
Mr. Avramovic 

J ) p ---

President has seen 

..._. 
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FROM: The Secretary 

DECLASSIFIED 
S~P 1 2 2012 

WBGARCIDVES 

RESTRICTED 

SecM68-l06 

April 18, 1968 

STUDY ON PROBLEM OF STABILIZATION OF PRICES 
OF PHIMA.."RY PRODUCTS 

1. As indicated in the Memorandum Sec!!t67 -285, dated October 30, 1967, 
a group of staff members from the Bank and Fund has been preparing 
material for a joint analytical Part I of the study requested by the Board 
of Governors under Resolution No. 239 adopted at the Annual I~feeting in 
Rio de Janeiro. ~~ile it is not yet possible to envisage the final content 
or shape of the report, the attached provisional contents outline is 
circulated for the convenience of Executive Directors. Significant changes 
in content and coverage are likely to occur in the course of completing 
and reviewing of the final report. 

2. As indicated in the Memorandum SecM67 -285, Part II of the report 
will discuss the possible role that the Bank can play in contributing to 
the solution to the problems discussed in Part I. The Fund staff will 
prepare a parallel section on behalf of the Fund. Close consultation 
between the two institutions will be maintained in preparing the separate 
sections. 

Distribution: 

Executive Directors and Alternates 
President 
President's Council 
Executive Vice President, I FC 
Vice President, IFC 
Department Heads, Bank and IFC 
Secretary, I iviF 
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STUDY ON PROBLEt>~I OF STABILIZATION OF PRICES 

OF PRii,IARY PRODUCTS 

Provisional Outline 

NOTE: The attached draft outline has been prepared by the joint 
Fund-Bank working group as a basis for the organization of 
its work on this study. The outline is of course subject 
to such revisions, as regards both addition and deletion, as 
may appear appropriate in the course of the work. 

PART I 

The General Setting (Chapter I) 

1. The problems of instability and of adverse trends in the 
exports of less developed countries ·have been studied intensively over 
a long period of time from many points of view with limited progress 
toward a soJ.ution. However, there are some new elements in the present 
situation, which may lead to a more effective attack on the problem: 

(a) A general recognition that the solution of some of the problems 
of commodity trade is intimately connected with the development 
efforts of the less developed countries, concerning both the 
choice of development strategy and the ability to finance the 
chosen pattern of development. 

(b) An important consequence of recognizing policies relating to 
commodities as the means of promoting the economic development 
of the poor countries is that in participating in international 
commodity negotiations, exporting and in:,.porting countries may 
be urged to take account of the major interests of development~ 
and not only of the interests of the respective producers and 
consumers of individual commodities. 

(c) One important question, which needs careful investigation, is 
the possibility that certain international policy actions 
related directly to commodity trade may provide donor countries 
with a more convenient vehicle for the transfer of development 
assistance to the less developed countries, as indicated in 
some aspects of the proposals for an organization of markets. 

2. Foreign exchange receipts of developing countries derived from 
primary products have varied from year to year. Over the longer run, 
trends in export receipts of the LDC' s , taken as a whole, have shmm slm.; 
growth: slow relative to the growth of world trade and slow relative to 
the increase in imports required to sustain a satisfactory rate of growth 
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in these countries. For individual primary products and for individual 
countries, trends have ranged from a rapid increase to a slow decline. 
For many products, the demand rises slowly and in a fluctuating manner. 

3. The commodity problem is· a part of the general problem of 
development. Fluctuations and adverse trends reflect the excessive · 
dependence of low-income countries on primary products and their limited 
flexibility of shifting resources to more productive uses. The problem is 
compounded further by restrictions on market access, which throw the burden 
of adjustment on the low-income countries whose resource mobility and 
therefore the capacity to adjust is severely limited. 

4. Not all external difficulties of developing countries result from 
weak commodity trends: a particular country or a group of countries may 
fail to produce for the existing international demand, whether the latter 
increases slowly or rapidly, while increases in imports are frequently 
induced by inappropriate domestic policies. Foreign exchange difficulties 
which are caused by inadequate supplies of primary products in strong 
demand in external or domestic markets of the low-income countries or by 
bursts of their import demand cannot be attributed to the commodity problem. 

5. \-Tide price fluctuations and weak price trends are serious insofar 
as they cause instability and adverse trends in countries' export earnings 
and purchasing power and affect the competitive position of primary pro­
ducts. The ultimate solution for excessive dependence by less developed 
countries on products with sluggish long-term growth in demand, or with 
wide price fluctuations or wasteful cobweb-type supply responses, lies in 
the acceleration of economic growth and of diversification in the low-income 
countries. The question is whether intermediate solutions can be found: 
they should reduce fluctuations in earnings and prices, improve long-term 
earning capacity, and at the same time facilitate (and certainly not make 
more difficult) the resource shifts necessary to accelerate growth and 
diversification. The problem is whether and through what means these 
objectives can be made mutually consistent. Effective action on the 
earnings of primary producers may, according to differing conditions , 
demand a combination of approaches, in fields including price stabilization, 
international fiscal action, improved market access, etc. 

6. One of the major consequences of the commodity problem for the 
LDC's is the impact on their balance of payments position in the short 
run, as an adjunct to the pursuit of long-run development policies. As 
such, it is a factor affecting the role of the IMF in relation to these 
countries. 

7. At the same time, the commodity problem is also a part of the 
general problem of development. Here, it is a factor affecting the role 
of the IBRD in relation to these countries. 



Trends and Fluctuations in the Commodity Trade o~ the LDC's (Chapter II) 

8. Summary presentation (rates of growth and measures of instability) 
of prices, quantities and values of exports of major commodities and of 
individual developing countries. Both short-term and periodic fluctuations 
should be discussed. 

9. Analysis of results. Not all commodities suffer from the com-
modity problem: there are primary products--e.g., petroleum, aluminum--for 
which de~and rises rapidly, price fluctuations are limited, and supply is 
adjusted with relative speed to demand trends and demand fluctuations. 
There are also commodities whose price fluctuations are very wide, but the 
underlying demand trend is strong (e.g., copper). In many cases, however, 
a relatively slmv- grovrth in demand is combined witn price variations; and 
in the case of agricultural products, cobweb-type supply reactions may 
cause a continuing sequence of over- and under-production. 

Causes of Adver·se Trends and of Instabili tx_ (Chapter III) 

10. Relationships of price, volume and value. Condition of demand 
and supply in world markets for primary commodities. Some illustrative 
statistical analysis of demand and supply functions for export. 

11. Demand factors underlying long-term trend. Supply factors under-
lying trend--the long-term tendency of developing countries to over-crowd 
the markets of primary products due to absence of alternative employment 
opportunities. The role of synthetic 3ubstitutes and of limitations on 
the access to markets. 

12. Factors involved in cyclical and irregular fluctuations. 
Relationshi9 of price fluctuations to fluctuations in export earnings and 
producers' incomes. Relative importance of demand-induced and supply­
induced instability. 

13. Summary examination of factors behind major short-term declines 
in export earnings experienced in this period. 

Conse~uences of Adverse Trends and of Instability (Chapter IV) 

14. Effects of adverse trends on import capacity, income growth and 
possibly on production and investment patterns. Effects on ability to 
finance development. Experience of the Bank with member countries. 

15. Impact of instability on producers' decisions--cobweb effects. 
Impact of instability on the demand for primary materials--the competitive 
position of primary products vs. synthetics. 

16. Impact of fluctuations in prices and export receipts on payments 
difficulties and on the maintenance of internal equilibrium--issues arising 
for national authorities in domestic financial policies and on balance of 
payments adjustment with unstable commodity markets--experience of the Fund 
with member countries. 
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International Commodity Policies: Past Experience and Proposals (Chapter V) 

17. A brief review· of general approaches to stabilization--the Havana 
Charter--the UNCTAD approach--the organization of markets--other approaches. 
The case for a commodity-by-commodity approach. 

18. Techniques of commodity stabilization--application of these 
techniques in the postwar period. Problems of negotiation and problems of 
effectiveness of the techniques then~elves. 

Measures for Dealing with Fluctuations Around a Trend (Chapter VI) 

19. The concept, distinguished from price leverage. Various techniques 
available--buffer stocks--and other or supplementary techniques to influence 
prices, quantities, and earnings, including quotas, levies, buffer funds, 
multilateral and bilateral contracts and market access. Particular condi­
tions of elasticities, pat~ern of fluctuations, commodity characteristics, 
favoring alternative techniques. Effects on export earnings/availabilities, 
producer earnings and on trend. 

20. Buffer stocks: criteria for establishment of buffer stocks 
(physical and economic). The problems of management, price adjustment 
(moving average vs. steps), relationship to commercial stocks. Financial 
aspects of buffer stocks under various alternatives. 

Mea~ures for Improving the Level and Tren~ of Ear~ings (Chapter VII) 

21. Different ways of improving the level and trend of export earnings: 
improvement of access to markets, improvement of the competitive position of 
primary products in relation to synthetics, stimulation of exports of manu­
factured goods from developing countries, management of supply of primary 
products. 

22. The concept of remunerative prices, the concept of adverse trends 
defined in relation to the possibilities of improving the trends. 

23. Conditions under which supply management is feasible and appro-
priate. Techniques of supply management: export restrictions with or 
without production controls; export levies; diversification; import levies 
in developed consuming countries for transfer to developing producing 
countries. Link with buffer stocks. The efficiency problems. Suitability 
of particular commodities to supply management and to different techniques 
of management, depending on the characteristics of commodities. Implica­
tions among producing countries and consuming countries. 

24. Side effects of supply management--problems relating to new pro-
ducers, terms of competition, etc. 

25. Financial implications of supply managem~nt for the exporting and 
importing countries. 
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The Problems and Prospects of Diversification (Chapter VIII) 

26. Diversification as part of over-all development policy. Different 
concepts of diversification--in the broad sense (development of new activities 
without displacing factors of production from the existing activities) and 
in the narrow sense (displacement of factors). Experience ~~'ri th di versifica­
tion. The most acute cases. The localized cost (nationally) and the wide­
spread benefits (internationally) of diversification. Financial aspects of 
diversification in the narrow sense. Who should diversify? The need for 
international decision-making in diversification in order to avoid emergence 
of surpluses in alternate products. The link with internal price policy 
within the developing countries. 

Summary (Chapter IX) 

27. A summary review of the analytical report (Part I) with special 
reference to the differing financial implications of the various approaches 
discussed. 

PART II 

(Bank) 

Impli cations for possible actions by the World Bank Group. 

PART II 

(Fund) 

Implications for possible actions by the International l'·1onetary 
Fund. 

APR 18 1968 
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April 8, 1968 

(1) Ask to see McNamara - any time convenient - glad to come early as would prefer 

an hour (or longer if he can find time). 

(2) Call meeting of Economic Committee on economic work. 

(3) Draft answer to Knapp - if need is for institute program - no comments - but 

intend to proceed with resolution of assumption from economic viewpoint. 

(4) Get work started on McNamara's requests: 

1. Problems 

2. Cooperation and hopes 5-year program 

3. Measures of success of accomplishment 

4. Development progress in calculating 

5. Bank as Development Center 

Tell Economic Committee about evaluation of development program - every country -

what we want to see happening in every country during the next 5 years. 

Query: How affect World Bank Gr.oup lending articles? 

(5) Have Ben King come up. 

(6) Circulate Drag. outline on commodities for informal discussion. 

(7) Get up file on IDA - finished memos since last filing. 

(8) Talk to Hulley about early history (stages of discussions and personal participation). 

(9) Memo on role of personnel. 

(10) Inform McNamara of plans to have brief memo before loan or credit on economic status 

(including why not up-to-date, if so). 

(11) Call Al Koch (in hospital). 

(12) Check out -who did estimate of Indonesia's need quoted in Post today 

( 3) Check out Beirut memo- (Budhoo- Jalan): 

(a) Where is memo? 

(b) French translation started now? 

(c) Start with conclusions. 

(d) Ask Kamarck - o.k. to ase charts? . . 
(e) How best to transmit - ask Graves to find out - (can be stencilled by end of 

week). 

/ 
£Y} (U /JrL. . 
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(14) What to do with Toronto Speech 

(15) Where are we with Chicago paper (see Blaxall - give views on "two focal points") 
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FoRM No. 57 

. TO: 

FROM: 

SUBJECT: 

. . 

. -~-

INTER.NATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSO C IATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr. McNamara DATE: May 8 1968 

Irving So Friedman 

Five-Year Projections 

I am attaching a set of drafts on five-year economic projections 
for Ethiopia, Kenya, Tanzania, Uganda and East African Community, 
Indonesia, Philippines, Korea and Argentinao Additional drafts should 
be coming forth regularlyo 

I would like to stress that these are a crude beginning and that 
we will continue to try to improve this work. We may also wish to do 
more work on certain aspects of the countries concerned as we get 
deeper into the process of putting together the over-all five-year 
outline. 

Attach: 

cc: Mro Aldereweld 
Mr'o Knapp 

n 



FoRM No. 58 IN TERNA·TIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. McNamara DATE: May 6 1968 

FROM·: Irving 8. Friedman 

SUBJECT: House Republican Conference 

< • 

You may be interested in glancing at these letters from 
Dr. Boarman, dealing with the Thursday seminar on foreign aid 
and development, sponsored by the House Republican Conference. 

I am also attaching a copy of my reply. 

cc: Mr. Wm. Clark 

h s se 

• 
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6 1968 

Dear D • Doarman, 

This is in rep to rour lett r of 3 
whi h I r c iv d this or 1 Thank yo very 
much, both for th in it ion ~~d for th 
ttaabe teri 1. 

I 
75 copie 
"The De 
Year 

Loo in 
orni 

in to 

o se in on Thur day 

Yo s sine r ly, 

Ir in S. ie an 
~"h ~ Econo.11d.c Adv-ts r to the Pre .:.dent 

Dr. Fa tria ... . Do rm· n 
Re tu-cb Director 
Youse epublica.n Conference 
House of R pr s ntati~es 
~; shin '\ton DC 20515 

c c : Mr . McNamara 
" Wm. Clark 
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RESEARCH DIRECTOR 
PATRICK M. BOARMAN 

~ou~t of l\tprt~tntatibt~ 
majbington, •. ~. 20515 

May 3, 1968 

Dr. Irving s. Friedman 
Economic Advisor to the President 
International Bank for Reconstruction and 

Development 
1818 H Street, N. W. 
Washington, D. C. 20433 

Dear Dr. Friedman: 

1ST DISTRICT, ARIZONA 

COMMI'JTEE ON RESEARCH 
AND PLANNING 

CHARLES GOODELL, CHAIRMAN 
38TH DISTRICT, NEW YORK 

I am delighted that you will find it possible to take part in our _ 
proposed seminar in the House of Representatives on nForeign Aid and 
Economic Development." The seminar is scheduled to take place on the 
morning of Thursday, May 9th. We shall begin our program promptly at 
9:15a.m. in the Education and Labor Committee chambers, Room 2175 
Rayburn House Office Building. 

We expect to adjourn around 12:30 p.m. and would be very happy if 
thereafter you could join with the panelists and a group of Members for 
lunch. 

Let me briefly outline what we have in mind to do at our seminar 
on foreign aid. Its purpose is primarily educational; we would like to 
shed as much light as we can on this critical subject at a time when the 
Congress will be debating the Administration's foreign aid request. Our 
intention is to keep the effort nonpartisan (although under Republican 
auspices) and to ensure wide distribution of the transcript of the dis­
cussion and of the backup papers which participants may contribute. We 
plan to have the panelists make a relatively brief oral presentation of 
their views and then to invite a general exchange among the panelists 
themselves on the issues raised. Thereafter, Member of Congress present 
(especially those whose Committee assignments involve one aspect or the 
other of foreign aid) will be invited to join in the discussion, together 
with the special observers from the press. 

We have found that a discussion conducted in this way gains a great 
deal in spontaneity over an arrangement requiring the reading of a series 
of formal papers. We would, nevertheless, hope that participants could 
submit for the record a backup· paper, the length of -which would be entirely 
of the author's choosing. · 

,.1 

) 



Dr. Irving S. Friedman 
May 3, 1968 
Page Two 

On January 24, a balance of payments seminar conducted along the 
above lines was held under Republican auspices. It was most success­
ful and the response to it has been exceptional ~oth in the Congress . 
and elsewhereo I enclose a copy of the proceedings of that affair in 
which you can note the general scheme we followed'-

I am happy to report that Gunnar Myrdal has cabled us from Sweden 
that he will be glad to participate and to expound on some of the views 
presented in his recent book rrAsian Drama'r. We have extended invitations 
as well to Professor Gustav Ranis, head of the Economic Growth Center, 
Yale University; Professor Thomas Molnar of Brooklyn College; Lester R. 
Brown, a specialist in foreign aid problems with the Department of 
Agriculture; and John Pincus of the Rand Corporation. 

We envisage a free-wheeling dfscii'ss ion-of- the- following broad i:opfcsi-·- ·-··--· 

1) What has u.s. foreign aid accomplished since the end of World 
War II? What lessons have we learned in respect to wrong and 
ineffective uses of aid to promote development of the less de­
veloped countries? 

2) Where do we go from here? What new directions in aid now offer 
themselves and what must be done to give maximum effectiveness 
to u.s. aid now and in the future? In the- period of fiscal crisis 
through which the Nation is now moving and in the face of the 
extreme aggravation of our balance of · payments problem, should 
we have an aid program at all? If so, what is the amount of 
strictly economic aid this nation can.and should ,make available? 

We would hope that out of our discussions could be distilled specific 
proposals in respect to the impending aid legislation. The practical value 
of the seminar to the Members ·would be greatly enhanced if you could give 
some attention, however brief, to this point. 

Under separate cover, I am forwarding to you a packet ·of background 
materials on the subject of the seminar. If you have any questions in the 
·interim about any of the aspects of our undertaking, don't hesitate to call 
me at 202-225-5107~ 

With kind regards. 

PMB/jgl 
Enclosure 

(J!E;eZW~~ 
Dr. Patrick M. Boarman 
Director of Research 
House Republican Conference 

J 
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CHAIRMAN 

MELVIN R. LAIRD, M.C. 
7TH DIIITftiCT, WISCONIIN 

· VICE-CHAIRMAN 
WILLIAM C. CRAMER, M.C. 

8TH DISTRICT, FL.OftiDA C!Congre!)s of tbe Wniteb ~tates 
SECRETARY 

RICHARD H. POFF, M.C. 
6TH DISTRICT, VIRGINIA 

RESEARCH DIRECTOR 

PATRICK M. BOARMAN 

Dr. Irving S. Friedman 

1\tpulllftan Qtonftttnct 

J)ou~t of l\tprt~tntatillt~ 
Ula~bington, ;&.€:. 20515 

May 9, 1968 

Econo.mic Advisor to the President 
International Bank for Reconstruction and 
Development 

1818 H Street, N. W. 
Washington, D. C. 20433 

Dear Doctor Friedman: 

ITH DISTftiCT, MICHIGAN 

MINORITY WHIP 
LES ARENDS, M.C. 

17TH DISTRICT, ILLINOIS 

COMMITTEE ON POLICY 
JOHN RHODES, CHAIRMAN 

1ST DISTRICT, ARIZONA 

COMMITTEE ON RESEARCH 
AND PLANNING 

CHARLES GOODELL, CHAIRMAN 
38TH DI•TRICT, NEW YORK 

I enclose herewith a packet of materials which you may find useful 
in preparing for our seminar on "Foreign Aid and Econo.mic Development." 
Under separate cover, I am transmitting to you a document issued by the 
Agency for International Development containing the details of the Ad­
ministration's foreign aid request. 

We would hope that out of our discussions could be distilled so.me 
specific proposals in respect to the impending aid legislation. The 
practical value of the seminar for the Members would be greatly enhanced 
if you could give so.me atten'tion, however brief, to this point in your 
presentation. 

May I reiterate the principal--qu:e-sc:fonsto wn~ch we- expect to--adares_s_._, .. -· . 
ourselves? 

1.) What has U.S. foreign aid accomplished since the end of World 
War II? What lessons have we learned in respect to wrong and 
ineffective uses of aid to promote development of the less de­
veloped countries? 

2.) Where do we go from here? What new directions now offer them­
selves and what must be done to give maximum effectiveness to 
U.S. aid now and in the future? In the period of fiscal crisis 
through which the Nation is now moving and in the face of the 
extreme aggravation of our balance of payments problem, should 
we have an aid program at all? If so, what is the amount of 
strictly economic aid this Nation can and should make available? 

More broadly, we would like to explore the basic purposes of our aid pro­
gram and the realistic ltmits on aid imposed by ·other urg~nt demands on 
our resources. 

. ' 
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Dr·. Irving S. Friedman 
May 6, 1968 
Page Two 

Congressman Charles Goodell will chair our meeting on Thursday, 
May 9. He and I look forward with pleasure to seeing you then. ·We 
shall convene promptly at 9:15A.M. in Room 2175, Rayburn House Office 

.Building; it would be helpful if you could be present a few minutes 
earlier in the reception room adjacent to Room 2175. 

With best wishes, 

B~rJ:~~ 
Dr. Patrick M. Boarman 
Director of Research 
House Republican Conference 
Tel. 225-5107 

P.S. While we would hope that you could keep your initial oral 
presentation within ten minutes, we would welcome the submission 
of a backup paper or other documentation for inclusion in our 
transcript of the supporting paper by Tuesday latest so that we 
can arrange for its reproduction and distribution at the seminar. 
A paper submitted at or ~everal days after the seminar would also 
be acceptable. 

PMB/jgl 

Enclosure 

. ·- ~----· · ·--·----------- -----·------·r·- --,- -- .. 

1. 

·....~ 
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR 
ASSO CIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. McNamara DATE: May 2 1968 

Irving S. Friedman 

Status of Five-Year Economic Projections 

Attached hereto is a table summarizing the progress made 

thus far on our five-year economic projection studies. 

Attach: 



FORM No. 57 INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: May 2, 1968 

FROM: Irving S. Friedman 

SUBJECT: 1% Aid Target 

In connection with your meeting this weekend, the attached 
illustrative table may be of interest. It shows the extent to which 
the 1966 flow of financial resources fell short of, or exceeded, 1% of 
the national income of each of the IDA Part I countries, according to 
the most recent data. 

The table also shows the relation of the same flow to 1% of GNP 
at market prices, which is the new point of reference recommended by 
the UNCTAD session early this year as compared with 1% of the National 
Income target. A copy of the UNCTAD resolution, which was supported by 
all donor countries, is attached. The use of the GNP concept substantially 
enlarges the targeted amounts and, similarly, the amounts by which the actual 
aid flows fall short of the targets! 

Although the financial flows from most countries have been below both 
targets, a few have exceeded it. Financial flows in 1966 in excess of both 
targets were those of France, Italy, Kuwait and the Netherlands. 

Complete figures for 1967 will not be available for some weeks, but 
partial estimates can be made. We estimate that increases in national 
income and GNP in 1967 raised the targets by roughly $700 million (1% of 
national income) and about $900 million (1% of GNP at market prices). 
Ed Martin gave me on April 30 a preliminary DAC estimate of total of official 
aid flows in that year of $7,205 million ; this is an increase of nearly 
$800 million, or more than 10%, over the 1966 level. Official aid in 1967 
has thus increased more rapidly than the national income and GNP of donor 
countries. Figures on private flow, however, are not yet available. Total 
aid and shortfall below target can therefore not yet be calculated for 1967. 
The estimated increase in 1967 reflects earlier commitments since the figures 
are on disbursements rather than commitments. 

Attachments ( 2) 

11esid nt .has e n 
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United Nations Conference 9n Tr.ade and Qevelopment 

Second session 
Agend2.. item 12 

DECISION TAKEN BY THE · CONFERENCE 

27(II). ~1ft volume_ target 

Distr. 
GEThTERAL 

TD/II/RFJ3/27 
29 March· 1968 . · 

· 1. The Conference agrees that economic. ·.development entails mutually reinforcing 

/ efforts by- developing . and developed countries. It -is appreciated that developing 

·...... countries must :and ·.do bear ·the main burd~n .. for fina:.nci,ng their own development. The 

developed countries, for ·their ,·pc.rt, recogni9e · th.eir responsibility .. to provide increas­

ed ·resources to developing countries. ·. The · :Conference stresses that, _. in .view of th~ 

crucial role· of ·ext erne,~ - resources in helping ·to .mobilize the · ~om~stic. resources of . 

developing countries, the·. efforts of developed countries in . supp9rt of development 

should be further intensified. , "' .. 

2. The Conference accordingly recommends that each econpmica~~y advanced country 

should · endeavour to provide annually to :developing countries ·financial ;resource·· trans~ 

f~rs . of -a minimum · net amount.!/ of 1 per ·cent of its GNP at market .pric_es in tenns of 

aetual disbursements, having regard to ··the special position .of those countries. which 

.are -I_let · importers of capital. · · · 

3· .- . :. The··.\ ~onferonce · recognises tha,t the target sho~ld be regarded aE? an· incentiv~ - ~o 

greater efforts to provide resources rather than as a ceiling or a su~~able : ~~thod for 

c·ompa:ring . the··appropriate quantitative or: ·o..uali tative q.evelopment assistance effozi;s 

as betwe~n different .-economice,lly advanced countries. 

1/ Net financial resourc ·e transfers are defined as follows: 

(i) official cash grants and grants in kind including grants for technical assistancr 
but excJ.udi:-1~; erants for defence purposes; sales of commodities against local 
currenc~:_ c s exclusive of utilisation of such currencies by the donor country for its 
ovnn purposes; gover~ent · lending for . pe~iods exceeding one year net of repayments :~r 
principal; grants and capital subscript-ions to multilateral aid agenc_ies," and net · .. 
purchases of bonds, loans and participation from those agencies. . · · . 

1 

(ii) private capital on the basis of net long-term movements originating with resident 
of the capital exporting countries; they are thus net of repatriation of principal, 
disinvestment and retirement of long-term loans, portfolio assets and commercial debt. 
They are not net of reverse flows of c~pital o+iginating with residents of less-
developed countries, nor of investment income. · 

I 

' ·• 
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' · .. 
: .. · .... 

TD/II/RES/ 27 
page 2 

. .. '. 

4. Some economically advanced countries have already met the target .as defined 

above. They are prepared to endeavour to ensure that their ~et financial .resource 

transfers are maintained and to envisage, if ·possible, an increase in them. 

5· Several developed countries expressed the view that their pro~ess towards' t 'he 

target is a.ffeot ed by their relative a.id-gi ving oe.:paoity, and may, from time to time, 

be affect·ed by certain temporary difficulties. 

6. In. the view of developing countries and some donor countries this target should 

be achieved by 1972; some other donor countries stated that they were prepared to \ 

meet this target either by th{s date ·or at the latest by 1975; all the o~her donor 

countries· do· not . feel able to accept·. a precise date. 

7. The c,.,fiference ·reco"gnises that official bilateral and multilateral flows ?re 

clearly ·required to: meet. ·many of·. the .basic needs C"f de~eloping countries. J:t .i~ ·:. : .= . • 

generally accepted that· :the resoUJ:.'Ces which indiv:.l;dual . d<?nor countries c~ provid.~ . 

differ widely in -c·omposition .in vievr .. of the dif±:erence.f? . in .their economic structure. 

The· Conference reco~ses; moreover, , that private fund.s.-11.ave their role to P.l~: ~ ~d 

in · order to meet the :increasing needs of developing. y,o~tries, these as well a~ .. 

official flows should be prcmoted. A number of developed _countri.es stated that 

within the one ·per cent target defined above, they:· we~~ - prepared tt' atteropt to . 

provide · a ·mru..mu.ID of 0. 75 per cent of its ·· GNP by way:-of net official finanoial 

resource tran·sfers.Y One developed .·oountry expresse~· the ·view that ~his proportion 

should be at least half of the one . p~r cent target. -: The other develope?- _countri~~.' 

even though they are not·prepared to accept any precise ratio, believe tha~ endeavours 

shoUld be made to ensure that ' official·bilateral and multilateral flows represent a . . ·-· ·. . . 

substp.ntial part of the totality of financial reso.urce~. prov~ded. 

8~ ·· Annu.al ·progress reports in an appropriate fo:rm -·~hould be submitted and reviewed 

in tenns of General Assembly resolutlpn 1995 (XIX) .and . T·~d~ ~ and Development Board 

resolution 19(II) • 

. ,;· 
··.··· · · .. : . : 

"'~ .: .. ·:· ... 

. .... ......... 
· .. .. .. 

£} . Net .. off:icial ,.financial r~source transfers ·are·,.·defined ·in pa.ra.graph (i) of. 
foot note ·y ·.. . . ::. :>.:· ... · .: ..... . · .. . : : : ··; '. . .. · ';' .. : · .. : ·::~ .. .. : . : . .. · .··. . . . .. :. · . 

·' ·: ·: .· 
~.· 
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FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: May 1, 1968 

FROM: Irving S. Friedman 

SUBJECT: Status of Studies 

• l 

You may be interested in seeing the attached document summarizing 
the status of studies in the Economics Department. This summary has 
been circulating within the staff since last fall and it is now planned 
to send Part I - Completed Studies,to the Executive Directors for 
information. The Executive Directors have requested to be kept informed 
of the studies done in the Economics Department. 

We are giving further thought as to whether Part II, which summarizes 
studies in progress, might also be sent to the Executive Directors in the 
future. 

JS. f-

President has seen 
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!coRM No. 57 

. TO: 

FROM: 

SUBJECT: 

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

OFFICE MEMORANDUM 
Mr. Irving S • Friedman 

Alexander Stevenson (J 
Status of Studies • 

DATE: April 29, 1968 

1. As you know, since October 1967 the Economics Department has 
been circulating, at quarterly intervals, the "Status of Studies" to 
staff members of the Bank to keep them informed about the research work 
undertaken by the Department . Internal distribution of this paper has 
been gradually extended and now consists of yourself , Messrs . Knapp, 
Shoaib, Rosen, Raj , Directors and Deputy Directors, and Division Heads 
of the Bank and IFC . 

2 . Since it is now planned to send Part I (Completed Studies) of 
this document to the Executive Directors , you may wish to send the 
entire document (consisting of studies completed, on- going and planned) 
to Mr . McNamara for his information . I enclose a copy of this latest 
issue. 

Attachment 

cc : Mr . Kamarck 



FoRM No. 58 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR . 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORA T1 ON 

OFFICE MEMORANDUM 
TO: Mr. McNamara DATE: May 1 1968 

FROM: Irving S. Friedman 

SUBJECT: Facts about IDA 

On the basis of my discussions with various members of the staff 
of Congressional Committees considering the IDA bill, the attached 
points about IDA might be found useful for Congressmen and Senators. 

Attachment 



Facts about IDA 

1. IDA commitments . have been running at a level of about $350 million a yeq.r. 
The country invest.igations and the project evaluations meet exactly the same 
standards as the World Bank. All decisions about IDA credits are made on purely 
technical grounds. Economists, engineers, and accountants join in making business­
like decisions in the way in which they .would in ariy modern corporation. Only the 
financial terms differ from the Bank's .because of the poorness of the recipient 
countries and the dim .outloo:k for . their ability to service foreign debt. 

2. The Bank administers the IDA. There is no special staff for IDA • . The Bank 
charges IDA a fee of a little more than $4 million, but this is less than IDA's 
income from the service charges on credits . extended by IDA to borrowers. Therefore 
none of the budgetary contributions of the United States to IDA is used for IDA's 
administration. r-~7 

I 1/ ~ 

3. Every dollar contributed by the United States to IDA results in investments 
of at least $ ; it has · a "multiplier" of 5 or more. Thus the proposed U.S. contri­
bution of · million per year would mean investments of at ·least l · 00 million a 
year and probably much more in the developing countries. This "multiplier" effect 
results from the fact that for .every dollar put up by the United States there is 
one and a half dollars put up by donor countries and in .every investment made there 
is a large share of .resources financed by the country which is the receiver of the 
credit. In most credits the recipient country could be expected to provide more 
than 50 per cent of the :total .ooa;ts, in which case the "multiplier" of the United 
States contribution would not be five, but something even higher. 

4. The proposed bill provides for an increase in annual appropriations for IDA. 
However, balance of payments safeguards are part of the international .agreement. 
They limit U.S. cash payments to IDA to procurement in the U.S. until the middle of 
1971 or later. It is expected that the U.S. would provide in cash only about 20 per 
cent of the total IDA disbursements until at least the middle of 1971 and perhaps 
even later. In this way in terms of cash, the United States, for the next few 
years, will only be providing one-fifth of the funds used to meet disbursements 
under IDA ·credits. On this. basis the "multiplier" effect for the next few years of 
cash payments by the United States for IDA credits will be much more than ten 
times -- $100. million a year of U.S. cash payments to IDA would finance over a 
billion of IDA investments. 

5. The balance of payments safeguards which are part of the IDA proposal represent 
an important friendly act towards the United States by a number of friendly donor 
countries, such as Germany, Italy, Sweden, the Netherlands and Canada. The balance 
of payments safeguard measures are only made possible by the fact that other donor 
countries are willing to accelerate their own cash payments to IDA so that the 
financial soundness. of IDA is maintained at the same time as the .burden on the U.S. 
is correspondingly reduced. The postponement of IDA would in .effect mean turning 
down a generous act of international cooperation very helpful to the United States. 

v 6. Both political parties, in both Republican and D~mocratic _Administrations, 
have evidenced repeated warm support for this international institution. Their past 
actions have also indicated their recognition that the World Ba:q¥ Group was something 
distinctly different from domestic fo.reign aid and from regional financial institutions . 

May 1 1968 



INTERNATIONAl, BANK FOR RECONSTRUCTION AND DEVEIDPMENT - -----
INTERNATIONAL DEVELOPMENT ASSOCIATION 

ECONOMICS DEPARTMENT 
1/ 

STATUS OF STUDIES -- 2ND QUARTER - APRIL 1, 1968-

TABLE OF CONTENTS 

COMMODITIES AND TRADE 

SECTOR AND PROJECT PROBLEMS 

NATIONAL .AND INTERNATIONAL FINANCE 

OTHER 

Pages 

1 - 3, 7 - 9, 22 

3 4, 9- 17, 23- 24 

5, 17 - 20, 24 

5 - 6, 20 - 21 

!/ This is a quarterly publication, the first issue of which was published in October 1967, and the second in 
January 1968. 

NOTE: ~!vision Draft, Depa~tment Draft, and Final Paper 

Definitions of these terms are as follows: 

(a) Division Draft: The first draft of a study which has been completed by a staff member and submitted to 
the "Divisi011Chief for reviewo 

(b) Department Dra..f1: The Division Draft which has been revised to take account of comments rece~" -: .. ed. This 
is generally distributed both within and outside the Department either for information or for comments. 

(c) Final Paper: can either be a Bank Occasional Paper, an Economics Department unclassified report, a 
Department WorkL~g Paper, or a Department Draft. 

DISTR"CBU'l1ION: Messrs. Friedman, Knapp, Shoaib, Rosen, Raj, Avramovic, Rist, Department Heads (B.ank and IFC), Economic 
Advisers, Busse3 Owen (2), Waterston, Young Professional Training Program, Paris Office (2), Nairobi 
Office (2 ), Abidjan Office (2), New Delhi Office (2), Pakistan Office (2), Peter A. Reid, IBRD/FAO (2), 
Economics Department Staff Members, and those indicated in the distribution list supplied by each Department. 



Title of Study 
. . 

CO~~ODITIES AND TRADE 

1. Export Experience of 
Developing Co~ntries 

\ 
\ 

\ 
\ 

2. STRUCTURE OF PROTEC­
TION IN THE INDUSTRIAL 
COUNTRIES AND ITS EF­
FECTS ON THE EXPORTS 
OF PROCESSED GOODS 
FRON DEVELOPING 
COUNTP.T-w,s 

3. ECONOMIC GROWTH, 
TRADE AND BALANCE OF 
·PAYHENTS ·· IN THE 

· DEVELOPING COUNTRIES 
1960-1965 

ECONOMICS DEPARTMENT 
1/ 

STATUS OF STUDIES -- APRIL 1968-

Part I - Completed 

Brief Description of Study Division Author(sl_ 

Analysis of commodity and minor Director's de Vries 
export groHth patterns of deve1- Office 
oping countries in 1950-63. 

CALCUIJATION OF THE DEGREE OF PRO- " 
TEC'riON ON PRODUCTS AT 'DI}i'FERENT 
LEVELS OF FABRICATION; AN EScrn1ATE 
OF THE PROBABLE EFFECTS OF 
TARIFF REDUGriONS UND&1TAKEN IN THE 
KENNEDY ROUND ON TIIIJPORTS OF NA~ro­
FACTURES FROM DEVELOPING COUNTRIES. 

ECONOMIC PERb"'ORl'1ANCE OF DEVELOP- . . " 
ING COUNTRIES IN THE FIRST HALF OF 
THE 60 1 S AND ITS RELATIONSHIP \rJrrH 
THE SOURCES AND USES OF FOREIGN EX­
CHANGE; A DETAILED ANALYSIS OF THE 
EXPORT EXPERIENCE OF THESE COUNTRIES 
AND THE FLOW OF OFFICIAL AND PRIVATE 
CAPITAL. 

BALASSA* 

BALASSA* 

Remarks 

ISSUED AS OCCASIONAL 
PAPER NO. 3, NOVEHBER 1967. 

ISSUED AS EC-152a, 
f'IARCH 1968. 

ISSUED AS EC-1)9, MARCH 1968. 

1/ This is a quarterly publication. Items in capital letters indicate changes from the previous report - dated January 23 1 1968~ * Consultant 
\ . 
\ - \\ 
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- 2 -
Part I - Completed (Cont'd) 

Title of Study Brief Description of Study Division 

COl-IT~1CDITI.E$ ! UP t~VE (Cent' d) 

4. Development of U.S. 
Coffee Consumption, 
Analysis and Fore­
cast 

5. Commodity Price 
Trends, 1967 Edition 

6. Contribution of 
Primary Commodities 
to Export Earnings 
of Developing 
Countries. 

7. Background Note on 
Bananas 

8. Exports of Major 
Commodities from the 
Developing Countries, 

·1953-65 

9.- Background Note on 
Jute 

/ * Consultant 
I 

Analysis of past and future 
trends in U.S. demands. 

Factual information on medium 
and long-term trends in the 
prices of some 23 primary 
commodities. 

Compilation showing pri ncipal 
commodities' shares of total 
earnings in each of 86 develop­
ing countries 1960-62 and 1965. 

Critical analysis of major 
statistical series available 
on the world banana economy. 

Data showing postwar movements 
of principal commodity exports 
of developing countries in 
volume, value and unit value. 

Export 
Projections 
and Trade 

" 

" 

" 

" 

Critical analysis of major statis­
tical series and principal issues 
confronting the world jute economy. 

" 

Author(s) 

Singh and 
Staff 

Singh 

Singh 

Singh 

Varon 

Remarks 

Issued as Economics Department 
Working Paper No. 9, 
November 1967. 

Issued as EC-155, 
August 1967. 

Issued as No. 1 Background 
Paper on the Commodity 
Stabilization Study, 
December 1967. 

Issued as No. 2 Background 
Paper on the Commodity 
Stabilization Study, 
December 1967. 

Issued as No. 3 Background 
Paper on the Commodity 
Stabi ~ .ization Study, 
December 1967. 

Issued as No. 4 Background 
Paper on the Commodi ty 
Stabilization Study, 
December 1967. 



Part I - Completed (Cont'd) 

Title of Studz Brief Description of Study 

- 3 -

Division Author(s) 

COMMODITffiS AND TH~ (Cont 1 d) 

10. REPORT ON SECOND 
SESSION OF FAO STUDY 
GROUP ON BANANAS 

11. RECEN•r TRENDS AND 
OUTLOOK FOR WORLD 
PETROLEUM INDUSTRY 

12. BACKGROUND NOTE ON 
TEA 

~3. COPPER PRICE 
PROSPECTS 

14. NOTE ON INTERNATIONAL 
SUGAR MARKET 

15. Co~~odity Price 
Series 

SECTO~A~PROJECT PROBLEMS 

16 • . Present Worth Calcu­
lation of Projects: 
12 Ta.bles 

\ 

--~---· ~~-~-~-~--~~ * Consulte,rl\t 
\ 

REPORT ON MEETING INCLUDING EXPORT SINGH 
ANALYSIS OF THE CURRENT AND PRO- PROJECTIONS 
SPECTIVE WORLD BANANA SITUATION 

CRITICAL ANALYSIS OF MAJOR 
PROBLEMS AND CURRENT 
PROJECTIONS. 

tr HUANG 

CRITICAL ANALYSIS OF MAJOR STATIS­
TICAL SERIES AND OF PRINCIPAL 

II ELZ 

ISSUES. 

ANALYSIS OF POS'rwAR TRENDS AND 
LIKELY FUTURE COURSE OF SUPPLY, 
DEMAND AND PRICE. 

REVIEW OF POSTivAR AND CURRENT 
DEVELOPNENTS IN SUGAR. 

Calculation of the net present 
worth of projects of whlch the 
benefits grow more or less 
regularly over time, presented 
in 12 tables. 

" RYSHPAN 

" LOVASY~~ 

Statistical Eschenbach 
Services 

Investment de Weille 
Plarming Kim 

Remarks --

IS.SUED AS COM1'10DITY NOTE 
NO. 56, JANUARY 1968. 

ISSUED AS CO~~ODITY NOTE 
NO. 57, JANUARY 1968. 

ISSUED AS NO. 5 BACKGRO~JD 
PAPER ON THE COI-~IODITY 

STABILIZATION STUDY, 
JANUARY 1968. 

PHEPAH.ED FOR IFC. ISSUED AS 
A 11Ef'10RANDUd, l·~HCH 1968 
AND WILL APPEt~R AS A~~EX TO 
IFC PROJECT APPRAISftL REPORT. 

APPEARED ORIGINALLY AS ANNEX 
TO IFC BOARD PAPER, 
SEPTEHBER 1967. 

Issued as Economics 
Department Wvrking Paper 
No. 6, October J.967. 

Issued as Economics 
Department Working Paper 
No. 2, June 1967. 



Part I - Completed (Cont'd) 

Title of Study Brief Description of Study 

- 4 -

Division 

SECTOR AND PROJECT PROBL~1S (Cont'd) 

17. Program Windex for the 
Systematic Calculation 
of a Weather Index to 
be used in Agricultur­
al Production Analysis 

18. A Review of 62 Road 
Project Appraisal 
Reports, 1960 to 1966 

19. A Cost-Benefit Ap­
proach to Educational 
Planning in Developing 
Countries 

20. The Economics of 
Road User Charges 

21. THE ECONOMIC BENEFITS 
OF ROAD TRANSPORT 
PROJECTS 

* Con~ul tant 

Outgrowth of a study exploring 
the possibilities of deriving 
agricultural production models 
for developing countries. 

Analysis o.f quantitative ini'orma­
tion contained in the project 
appraisal reports. 

Review of methods currently used 
in planning educational expendi­
ture, and integration of the 
methods into a cost-benefit 
approach. 

Development of principles for 
analysis and policy regarding 
road user charges. 

OUTLINE OF THE CONCEPTUAL 
FRM~ORK A1ID DISCUSSION OF 
THE PROBLEMS OF tmASUREMENT 
OF THE BENEFITS OF ROAD TRANS­
PORT PROJECTS. 

Investment 
Planning 

" 

" 

" 

" 

Author(sl. 

Oury 

de Weille 
Angeles 

Blaug-* 

Walters* 

VAN DER TAK 
RAY 

Remarks 

Issued as Economics 
Department Working Paper 
No. 3, August 1967. 

Issued as Economics 
Department 1!/orking Paper 
No. 5, December 1967. 

Issued as EC-157, 
December 1967. 

Issued as EC-158, 
January 1968. 

ISSUED AS EC-160, 
lWtCH 1968. -



- 5 -

Part I - Completed (Cont 1d) 

Title of S tudl ~£!ef Description of Study 

NATIONAL AND INTERNATIONAL FINANCE 

Division Author (s) 

~ 
22. SUPPLIERS 1 CREDI'IS 

REDISCOUNTING 
FACILITIES FCR EX­
PORTS FR0~1 DEVELOP­
ING COUNTRIES 

SECOND STUDY ON SUPPLIERS' DIRECTOR 1S/ SACCHETTI SENT TO THE SEC ~1.ETA1tY-
CREDITS TO COVER IN A PRELIM!- 7 FFICE KARAOSMANOGLU GENERAL OF UNCTAD, FEBRUAitY 
NARY WAY REDISCOUNTING FACILITIES DUBEY 1968. 
AVAILABLE FOR EXPORTS OF CAPITAL 
GOOffi BY DEVELOPING COUNTRIES. 

23. The Mechanics of 
Growth and Debt 

, 24. Earmarking of Taxes 
for Highways in De­
veloping Countries 

25. External Debt 
Stat• tics - Object­
ive and Problems 

26. MULTILATERAL 
REGIONAL FINANCING 
INSTITUTIONS 

OTHER -----

Description of the mecha · s of 
the process of trans ring 
resources from o e country to 
another. 

Attempt o determine systematic­
ally ether any relationship 
e • ts between the earmarking of 
evenues for highways and the 

relative share of highway ex­
penditure in total investment 
in developing countries. 

Review of IBRD work in this 
field, including discussion of 
some current problems. 

ANALYSIS OF SOURCES OF FUNIS 
AND PROCUREMENT POLICIES OF 
REGIONAL BANKS • 

27. FRENCH ACADEMIC AND REVIEWS INSTITUTIONS, IDEAS AND 
PRIVATE RESEARCH ON RESEARCH METHODS APPLIED IN 
ECONOMIC DEVELOPMENT FRENCH DEVELOPMENT ECONOMICS • 
PROBJ.EMS 

" 

Domestic 
Finance 

Inter­
national 

Finance 

" 

King 

Eklund 

Issued as Economics 
Department Working Paper 
No. 4, August 1967. 

Issued as Economics 
Department Working Paper 
No. 1, June 1967. 

Karaosmanoglu Submitted to the External 
Debt Review Committee of 
the Bank. 

RIST 
DE FONTENAY 
KAO 
RAO 

DISTRIBUTED TO EXECUTIVE 
DIRECTORS IN I~RCH 1968 
THROUGH ~ffi. RIST 1S 
OFFICE. 

INDUSTRIAL!- NOWICKI 
ZATION 

ISSUED AS ECONOMICS 
DEPARTMENT WeRKING PAPER 
NO. 12, FEBRUARY 1968. 



Part I - Completed (Cont 1d) 

Title of Study 

OTHER (Cont'd) 

28. An Analysis of the 
Determinants of Money 
Wage Changes in 
Jamaica, 1958-1964 

29. A Linear Programming 
Model of the Output and 
Employment Possibilities 
of the Economy of 
Jamaica 1965-1975; 
Preliminary Results 

30. A Method for 
Projecting Imports 

Jl. INTERNATIONAL COMPA­
RISONS OF DQI{ESTIC 
SAVINGS RATES - A 
REVIETtJ 

* Consultant 

~ 6 -

Brief Description of Study Division Author(s) 

Econometric analysis of wage 
changes. 

Applied Hall~~ 

Application of input/output 
technique for projecting 
imports - a case study of 
New Zealand. 

REVIEW OF EXISTING LITERATURE. 

Quantitative 
Research 

11 

1f 

" 

Carter 

Carter 

KRISHNA­
MURTY 

Remarks 

Issued as Economics 
Department Working Paper 
No. 75 October 1967. 

Issued as Economics 
Department Working Paper 
No. 8, October 1967. 

Issued as Economics 
Department Working Paper 
No. 10~ Januar.y 1968. 

ISSUED AS A DEPARTNENT 
DRAFT, J Al\JUARY 1968. 



Title of Stud_y 

COMMODITIES AND TRADE 

1. Structure of Protec­
tion in Developing 
Countries 

2. THE COFFEE ECONOMY 
OF COLOMBIA 

- 7 -

Part II - In Progress 

Brief Description of Study 

Effects of various measures of 
protection on resource alloca-
tion and relative prices in 
Mexico, Pakistan, Argentina, 
Chile, Brazil, Philippines, 
Malaysia and Norway. 

COVERS COLOMBIA'S ROLE IN THE 
WORLD COFFEE TRADE, COFFEE AND 
THE ECONOMIC DEVELOPr1&NT OF THE 
COUNTRY, THE STRUCTURE AND PROS­
PECTS OF ITS COFFEE SECTOR, M~D 
THE PROBL~~ OF DIVERSIFICATION. 

Division 
Dept. Final 

Author(s) Draft ~per Remarks 

Director's Balassa* 
Office and As-

INTER­
NATIONAL 
GROUP 

sociates 

KALJ.VIANOFF 

SEPT. NOV.68 The Inter-American 
68 Bank is contribut-

ing finance for 
this study. 

HA.R. 68 JUN. 68 BEING DONE FOR THE 
TRIPARTITE (IBRD­
FAO-ICO) COFFEE 
STUDY. THE COl·1PLETION 
DATE WILL DEPEND 
UPON THE DECISION 
OF THE DIRECTOR OF 
THE TRIPARTITE 
STUDY. 

3. Effects on Developing Evaluation of recent estimates. Export Levasy* Nov.67 -- Completion delayed 
due to Miss Levasy's 
participation in 
tho Commodity Sta­
bilization Study. 

Countries 1 Exports of 
Reducing Trade Barriers 
to Primary Products 

4. Prospects for Jute 

* Conc:l~tant 
\ 

\ 

Analysis and projection of 
supply, demand, trade and 
prices. 

Projections 
and Trade 

II Varon APR.68 JUL.68 SUGGESTED BY ASIA 
DEPAAT1'1ENT AND IFC. 
DrVTSION DRAFT 
COMPLETED AND BEING 
REVIEWED. TO BE 
ISSUED AS AN ECO­
NOMICS DEPARTI1ENT 
REPORT. 
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Part II - I~rogress (Cont'd) 

Title of Study Brief Description of Study 

COM110DITIES AND TRADE (Cent 1 d) 

5. PAST AND PROSPECTIVE 
TRENDS IN THE WORLD 
ALUMINUM INDUSTRY 

6. Export Prospects for 
Developing Countries 

?. Prospects for 
Plywood 

8. Background Note on 
Copper 

Analysis and projection of 
supply, demand, trade and 
pri ces. 

Review and analysis of post­
war export experience of 
developing countries and 
forecast of future trends 
based on individual commodity 
forecasts. 

Analysis and projection of 
demand, supply, trade and 
prices. 

Critical analysis of major 
statistical series and of 
principal issues confronting 
the world industry. 

9. PROBLEMS ON THE INTER- ANALYSIS OF PROBLENS IN WORLD 
NATIONAL SUGAR MARKET SUGAR INDUSTRY AND POSSIBLE 
AND SUGGESTED SOLUTIONS APPROACHES TO STABILIZATION. 

* Cons'U.ltarit------

Division 

Export 
Projections 
and Trade 

II 

II 

" 

" 

Dept. Final 
Author(s) Draft Paper Remarks 

Huang 

Singh 
and 
Staff 

Singh 
(Hiss) 

Ryshpan 

LOVASY-3t-

FEB.68 APR.68 SUGGESTED BY IFC 
AND WESTERN ~IIS­
PHERE DEPAR~IENT. 
ISSUED FOR C0~~1ENTS 
THROUGH ECONOMIC 
COMlVIITTEE. 

JUN.68 JUL.68 Delayed due to 
operational in­
terruptions and 
the Commodity 
Stabilization 
Study. 

APR.68 MAY 68 SUGGESTED BY ASIA 
DEPARTI'ffiNT. DIVI­
SION DRAFT COM­
PLETED AND BED~G 
REVIEWED. To be 
issued as an Eco­
nomics Department 
Report or Commodity 
Note. 

MAY 68 JUN. 68 UHDE2T1L~EN FOR THE 
C0*10DITY STABILI-
ZATION STUDY. 

APR.68 JUL.68 UNDERTAKEN FOR THE 
COHMODITY STABILI­
ZATION STUDY. 



Part 1! - In Progress (Cont'd) 

Title of Study Brief Description of Study 

COMMODITIES AND TRADE (Cont'd) 
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Division 
Dept. Final 

Author(sl Draft Paper Remark~ 

10. INTEffi~ATIONAL COFFEE 
AGREEr·1ENT OF 1968 -
HISTORY AND REVIEW 

ANALYSIS OF THE NEW COFFEE 
AGREEMENT WITH HISTORICAL 

EXPORT SINGH HAY 68 JUN.68 REQUESTED BY 
WESTERN HEI-iiS­
PHERE AND AFRICA 
DEPARTHENTS. 

BACKGROUND. 

11. PROBL~S AND PROSPECTS REPORT ON MISSION TO 
IN INDIAN JUTE INDIA 
TEXTILE EXPORTS 

12. PROBLEJ'.1S AND PROSPECTS REPORT ON MISS ION TO INDIA 
IN INDIAN TEA EXPORTS AND CEYLON 

PROJECTIONS 
AND TRADE 

" 

If 

VARON 

ELZ 

APR.68 JUL.6tl REQUESTED BY ASIA 
DEPARTMENT. 

MAY 68 JUN. 68 REQUESTED BY ASIA 
DEP ARTIVIENT. 

13. Study of World 
Market for Rubber 

Econometric techniques ap­
plied to factors determining 
the price of rubber. 

Applied Behrman~E- May 68 -- Project concerned 
vri th exploration 

SECTOR AND PROJECT PROBL~5 

14. Central runerican 
Road User Charges 
Study 

~ 

--~----------------
I 

Quantitative 
Research 

The operational purpose of Domestic 
this study is to reach con- Finance 
elusions on the appropriate level 
and pattern of road user charges 
in the Central American countries; 
it will also offer an opportunity 
to test the analytical techniques 
developed by Professor Alan Walters. 
(See also Part I, No. 20 above). 

* Con~ul taJlt ; ~H~ Projects Department 

! 
' ) \ 

Churchill Mar.68 -­
Huber 
~V'alters* 

Soges** 
Park-h~ 

Bronfman** 

of econometric tech­
niques likely to be 
relevant to the Bank's 
operational needs. 

REQUESTED BY WES­
TERN HE1'1ISPHERE 
M~D PROJECTS DE­
PARTHENTS. DEPART­
lv!ENT DRAFT DIS­
TRIBUTED TO THE 
I'1EMBERS OF THE 
STEERING CQl\llVIITTEE, 
MARCH 1968. 



- 10 -

Part II - In Progress (Cont'd) 

T,itle of Study Brief Description of Study 

~CTOR AND PROJECT PROBL~1S (Cont'd) 

15. Load Control Study 
in West Pakistan 

16. Optimum Timing of 
Investments 

17. Techniques for Pro­
ject Appraisal under 
Uncertainty 

Review of theoretical litera­
ture and the experience of 
individual countries with load 
control and the application of 
these ideas to West Pakistan. 

Discussion of the question of 
the optimum point in time at 
which to undertake investments 
and presentation of practical 
guidelines in this regard. 

Presentation of feasible method 
for evaluating the riskiness of 
investments. Shows how quanti­
tative evaluations of riskiness 
might be used in the context of 
various decision problems. 

Division 

Domestic 
Finance 

Author(s) 

Beier 

Dept. Final 
~ Paper Remark~ 

Dec. 6 7 JUL. 68 3UOOESTED BY 
PUBLIC UTUI­
TIES DiviSION 
OF PROJECTS 
DEPARTMENT. 
Draft dis-
cussed with 
Public Utilities 
Division of 
Projects Depart­
ment on January 22. 
FURTHER WORK ON 
THIS STUDY IS EX­
PECTED TO BE UNDER­
TAKEN FROH THE 
BEG INNING OF J~PRIL. 

Investment de Weille MAY 68 
Planning 

SUGGESTED BY PRO­
JECTS DEPARTMENT. 
Division draft 
completed and being 
revised. 

" Reutlinger Jun. 67 HAY 68 SUGGESTED BY PRO­
JECTS DEPARTMENT. 
Department draft 
being revised for 
cir·culation to 
the Economic 
Committee. 
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Part Il - J~ Progress (Cont'd) 

!i!de of Study Brief DescriEtion of Stu~ Division Author{s) 

SECTOR AND PROJECT PROBLEMS (Cont'd) 

18. RISK ANALYSIS OF DESCRIPTIO~~ OF ONE . TECHNI~UE FOR Investment HUSAIN 
A LIVESTOCK PROJECT 

19. Project Evaluation in 
Inflationary Condi­
tions 

20. Public Expenditure 
Patterns in Develop-
ing Countries. 

EVALUATING THE RISKS ASSOCIATED Planning 
WITH A LIVESTOCK PROJECT. 

Analysis of financial and al­
locative problems caused by 
inflation. 

Quantitative analysis of govern­
ment expenditure patterns in re­
lation to GDP per capita for 
some 40 developing countries. 

" 

It 

Schmedtje 
Lall 

(Sharif) 
Schmedtje 

Dept. Final 
Draft Paper Remarks 

APR.68 --

BEING DONE IN CO­
OPER11.TION lfiTH 
PROJECTS DEPART­
HENT. PREL TiviiNARY 
DRAFT COHPLETED. 

SUGGESTED BY 
PROJECTS DEPART­
NENT. DIVISION 
DRAFT COMPLETED 
AND BEING REVIEWED. 

Aug.66 MAY 68 Being redrafted. 
Expected to be 
issued as an 
Economics Depart­
ment working 
paper in NAY 
1968. 
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Part ~! - In Progress (Cont'd) 

T]:tle of Study Brief Description of Study 

SECTOR AND PROJECT PROBLEMS (Cont'd) 

21. Agricultural Product- Exploration of the possibili­
ion Models for Develop- ties of deriving agricultural 
ing Countries · production models for develop­

ing countries. 

22. Optimum Berth 
Occupancy in Ports 

\ 

Methodological study includ­
ing collection and analysis 
of data available. 

Dept. Final 
Division Author(s) Draft Paper Remarks 

Investment Oury 
Planning 

FEB.68 

ft de Weill e May 68 
Ray 

SUGGESTED BY 
PROJECTS DEPART­
MENT. DEPARTIVIENT 
DRAFT CIRCULATED 
AND TO BE DISCUSSED 
IN APRIL. Study 
consists of four 
parts: 
I - Methodology; 
II - Evaluation 
of Past Efforts; 
III - Time Series 
Analysis of Hest 
Punjab Wheat Pro­
duction Data: The 
Case of Lahore 
District; and IV -
Some Factors In­
fluencing Wheat 
Production in West 
Punjab. 

SUGGESTED BY PRO­
JECTS DEPARTMENT. 
Preliminary draft 
completed and being 
discussed. 
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Part T! - In Progress ( Cont 'd) 

IDle of Study Brief Description of Study 

SECTOR AND PROJECT PROBLEMS (Cont 1 d) 

23. Optimum Depth in 
Ports 

24. Urban Water Demand 

25. Evaluation of 
Community Water 
Supply Projects 

I 

! ~ 

IVJ:ethodological study includ­
ing collection and analysis of 
data available. 

Quantitative analysis of 
water consumption and income 
data for some 30 cities in 
developing countries. 

Definition and measurement of 
benefits and costs of water 
supply projects. 

Division 

Investment 
Planning 

" 

11 

Author(s) 

de Weille 
Abe 

~-ieroz 

Schmedtje 

Dept. Final 
Draft Paper Remarks 

SUGGESTED BY PRO­
JECTS DEPARTMENT 
PRELTiiiNARY DRAFT 
COMPLETED. 

APR.68 SUGGESTED BY PRO­
JECTS DEPARTMENT. 
Division draft 
being edited. 
Expected to be 
issued as an 
Economics Depart­
ment Working 
Paper in APRIL 
1968. 

SUGGESTED BY PRO­
JECTS DEPARTMENT. 
Division draft 
expected in Jtn~ 
1968. 
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~_!1_: In Progress (Cont'd) 

Title of Study Brief Description of Study Division Author(s) 
Dept. Final 
Draft Paper Remarks 

SECTOR AND PROJECT PROBLID1S (Cont'd) 

26. Ke~a Case Study Case study on Kenya to test Investment Thias SUGGESTED BY PRO-
in Educational Plan- the feasibility of cost-benefit Planning Carnoy1*' JECTS DEPAR~lliNT. 
ning analysis in educational plan- Rado* FIRST STAGE OF FIELD 

ning. 1-JORK COMPLETED. 
Preliminary draft 
expected in April 
1968. 

27. Economics of the Analysis of factors in the Industria- Walstedt MAY 68 JUN. 68 FURTHER WORK TILL 
Manufacture of Heavy gro1~h and competitiveness of lization Schrenk COMPLETION 1rJIT,L 
Mechanical Equipment the heavy mechanical equipment BE UNDERTAKEN BY 
in Developing industry in some developing lViR. WALSTEDT. 
Countries countries. 

28. Heavy Electrical Analysis of factors in the growth " Cilingiro- Aug.67 APR.68 Issued to 
Equipment in Develop- and competitiveness of the heavy glu Economic Com-
ing Countries electrical equipment industry in mittee for com-

some developing countries. ment in JANUARY. 

* Co~sul tant 
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Part II - In Progress (Cont'd) 

Title of Stugy ~ef DescriEtion of Study 

SECTOR AND PROJECT PROBL~B (Cont 1 d) 

29. Automotive Industries 
in Developing 
Countries 

JO. Import Substitution: 
Conceptual and Method­
ological Study 

31. Protection of Capital 
· Goods Production in 
Developing Countries 

Analysis of factors in the 
growth and competitiveness of 
the automotive industries in 
some developing countries. 

Survey of problems arlslng in 
planning import substitution. 

Sununary of findings of research 
on competitiveness of capital 
goods industries, with particu­
lar relevance to margins of 
preference in Bank lending. 

Division 

Industria­
lization 

Interna­
tional 
Finance 

Director's 
Office 

Author(s) 

Bar anson 

Dubey 

de Vries 

Dept. Final 
Draft Paper Remarks 

Mar.67 APR.68 Issued to 
Economic Com-

l·'fay 67 

Dec.67 --

mittee for com­
ments in 
FEBRUARY. 

BEING REVISED. 

Based in part 
on studies 27 
30 (above). 
BEING REVISED. 
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Part II - In Progress (Cont 1d) 

Title of Study Brief Description of Stu~ Division Author(s) 

SECTOR AND PROJECT PROBLEMS (Cont'd) 

32. Productivity Growth 
and Development in 
Latin America 

33. Consumer Spending 
Patterns and Income 
Elasticities of 
Demand 

34. Projection of Auto­
mobile Demand in 
Developing Countries 

* Col181.1~. -tant 

Study of productivity changes Industria- Bruton* 
and their determinants in lization 
Argentina, Brazil, Chile, 
Colombia and Mexico. 

Review of the distribution of " Datas 
consumer expenditures between 
major types of goods and 
services as well as demand 
elasticities at different levels 
of per capita income and in 
different countries. 

Analysis of factors determin­
ing the demand for automobiles 
in developing countries and 
methods for demand projections. 

II Nowicki 

Dept. Final 
Draft Paper Remarks 

Aug.67 i1AY 68 Comments on 
draft being 

APR.68 

reviewed with 
author. 

Division draft 
completed; after 
review and 
editing, to be 
issued as an 
Economics 
Department Working 
Paper. 

Division draft 
being revised; 
expected to be 
issued as an 
Economics 
Dep?rtment 
Working Paper. 
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Part II - In Progress (Cont'd) 

Title of Study Brief Description of Study Division ~o~(s) 

SECTOR AND PROJECT PROBLEMS (Cont'd) 

35. The Demand for Steel 

36. Pulp and Paper 
Industry: A 
Background Paper 

Analysis of factors determining Industria- Walstedt 
the demand for steel and tech- lization Datas 
niques for steel demand pro-
jections. 

Briefing paper for industrial 11 Datas 
economists and others involved 
in industrial analysis. 

NATIONAL AND INTEfu~ATIONAL FINANCE 

37. Outlook for 
Development Debt 

Analysis of present and pro- Director's de Vries 
spective debt servicing bur- Office 
dens (1965-75) based on current 
projections of capital needs 
and current and alternative 
1 ez1ding terms • 

Dept. Final 
Draft PaEer Remarks 

Oct.64 APR. 68 FINAL REVISIONS 
UNDER WAY. 

Oct.67 

DIVISION DRAFT 
COr1PLETED. Ex-
pected to be 
issued as an 
Economics 
Department 
lrforking Paper. 

Objective is to 
test relevance to 
debt- cum-gro~ith 
model and dis­
tinguish among 
different types 
of countries in 
the analysis of 
alternative lend­
ing terms. 
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Part Il - In Progress (Cont 1d) -=--... ~ ..... ~ 

Title of Study Brief Description of Study 

NATIONAL AND INTERNATIONAL FINANCE (Cont'd) 

38. Financial Markets 
in Developing 
Countries 

39. Development Finance 
Problem in Brazil 

40. Earmarking Study 

~ ... - ~(-.4< - --. ~~,...~~~~ 

* CC'rb''Jl ta.n..;j 

Review of aspects of the evolu­
tion of financial markets in 
developing countries during the 
various phases of economic 
growth. 

Intensive stuqy of certain 
problems in both the private 
and public sectors relating to 
the mobilization of financial 
resources for development. 

Survey of the general literature 
on the earmarking of public 
revenues and the collection of 
data and other information which 
is available from published 
sources on earmarking. 

Division 
Dept. Final 

Author(s) ~ Paper Remarks 

Director's Tamagna?f­
Office 

Domestic 
Finance 

" 

Holsen 
Christof­
fersen 

Sciolli 

Nov.67 May 68 In its final 
version this 

Dec.67 --

Jul.68 --

study should 
serve as a 
guideline for 
studies in depth 
of important 
aspects of financ­
ing economic de­
velopment at vari­
ous stages of 
economic growth. 

REQUESTED BY 
villSTERN HEMISPHERE 
DEPARTI~T. 
Division draft 
available. Final 
report delayed due · 
to authors' par­
ticipation in 
mission work. 

Completion delayed 
due to author's 
participation in 
mission work. 
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Part !J - In Pro~ress (Cont 1d) 

Dept. Final 
!i~le of Study Brief DescriEtion of Study Division Author (s) Draft Paper Remarks 

NATIONAL Al1D INTERNATIONAL FINANCE (Cont'd) 

41. Financial Market One of a series of intended Domestic Christo£- Apr.68 -- STUDY IS OF INTEREST 
Study in Pakistan countr,y studies that it is plan- Finance fersen TO ASIA DEPARTHENT. 

ned to undertake of certain pro- Bl1.IEF REPOHT ON 
blems of domestic development AGLtiCULTURAL 
finance particularly those CREDIT COMPLETED 
relating to the flow of funds to FOR INCLUSION IN 
the agricultural sector, to export REPORT OF THE 
financing and to regions requiring ECONOAIC l1I3SION 
selective treatment in the alloca- TO PAKISTAN. FUR-
tion of financial resources. THEB. vlOH.K DELAYED 

(DUE TO ABSEUCE OF 
AUTHOR IN PERU) 
UNriL NAY 1J6cl. 

42. Agricultural One of a series of country " Sciolli OCT.68 -- REQUESTED BY HID-
Taxation (Tunisia) studies on the problems of DLE EAST AND NORTH 

taxation in the agricultural AFRICA DEPARTMENT. 
sector in developing countries.!/ THIS STUDY IS TO 

BE EMBRACED INI-
TIALLY BY A WIDER 
STUDY OF THE 
TUNISIAN TAX 
STRUCTURE. 

43. Agricultural One of a series of countr,y " Amselle Apr.68 -- DIVISION DRAFT 
Taxation (Pakistan) studies on the problems of TO BE CQjAPLETED 

taxation in the agricultural BY EARLY APRIL. 
sector in developing countries._!/ 

,!/ 'fh~c.s r1 st1.1L:t0s are being undertaken in collaboration wi. th the Fiscal Affairs Department of the IMF. 
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Part II - In Progress (Cont 1d) 

Title of Study Brief Description of Study Division 
Dept. Final 

Author(s) Draft Paper Remarks 

NATIONAL AND INTERNATIONAL FINANCE (Cont'd) 

44. Agricultural One of a series of country Domestic Abbate Jun.68 --
Taxation (India) studtes on the problems of Finance 

taxation in the agricultural 
sector in developing countries. 1/ 

45. Multilateral Con- Analysis of international Inter- de Fontenay Jan.68 --

. 46. 

solidations of 
External Debt 
19.56-1966 

Savings and Taxation 
in Developing 
Countries 

OTHER 

experience with multilateral 
debt relief operations. 

Cross-section and time series 
analysis is made in this paper. 
Cross-section analysis includes 
3.5 developing countries; time 
series analysis is made for 
12 developing countrieso 

national 
Finance 

Applied Krishna-
Quantitative murty 
Research 

47. IBRD CASH FLO~i MODEL PREDICTS CASH FL011, INCOME STATE- DIRECTOR'S ORCUTT 
MENT, AND BAlANCE SHEET VARIABLES, OFFICE ROVANI·** 
GIVEN PAST ACTIONS, ASSUMED GOOR 
FUTURE POLICY VARIABLES, AND AS-
Sill-'IED VALUES OF EXTERNALLY DE-
TERMINED VARIABLES • BEING DE-
VELOPED AS A MANAGEMENT TOOL FOR 
PREDICTING IMPLICATIONS OF 
ALTERNATIVE LENDING, BORROvJING, . . 
AND LIQUIDITY HANAGEMENT POLICIES 
OF THE BANKo 

APR.68 --

AUTHOR AT PRESENT 
IN INDIA UNDER­
TAKING FIELD WORK 
RELATED TO THE 
STUDY. 

COMPLETION DELAYED 
DUE TO AUTHOR'S 
PARTICIPATION IN THE 
BANK'S MISSION TO 
UN CTAD II IN NEW DELHI • 

TO BE ISSUED AS 
AN ECONOMICS DE­
PARTIV.LENT WORKING 
PAPER. 

THIS PAPER IS 
PART OF A STUDY 
BEING UNDERTAKEN FOR 
~1R. ALDEWERELD. 

.1/ These s.t-q..di~1t are being undertaken in collaboration with the Fiscal Affairs Department of the IMF. 
~i- Projects Depa.~tment 
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Part II - In Progress (Cont 1d) 

Title of Study 

OTHER (Cont 1d) 

48. Country Model/ 
Malaysia 

49. COUNTRY MODEL/PERU 

50. Country Model/ 
Brazil 

51. Planning Models for 
India 

52. Output Employmm t 
Models - Jamaica 

Capital-Output Ratios 

Brief Description of Stuqy 

A macro-economic model for use 
in country economic work for 
the purpose of making projections 
and testing the significance of 
different patterns of development. 

A MACRO-ECONOMIC MODEL BASED ON 
THE NATIONAL ACCOUNTS OF PERU. 

Structural forecasting model. 

Review of models used in Indian 
planning and a discussion of the 
theoretical issues involved. 

Linear programming optimizing 
model. 

Econometric estimate of capital­
output ratios. 

Dept. Final 
Division Author (s) Draft Paper Remarks 

Applied Niebuhr 
Quantitative 
Research 

" 

" 

" 

rr 

" 

EISAAS 

de Vries 
Liu 

Elsaas 

Carter 

Conrad* 

MAR.68 JUL.68 AT THE REqUEST OF 
ASIA DEPARTHENT. 
INTERTIJf .REPORT 
COMPLETED AND' SENT 
TO EllLAYS IA, 

JUN.68 --

HARCH 1)63. 

Revision com­
pleted. Further 
work subject to 
discussion. 

Apr.67 APR.68 ISSUED THROUGH 
THE ECONOMIC COM­
MITTEE FOR COM­
MENTS, FEBRUARY 
1968o 

Oct.68 --

May 68 --

Continuation of 
+ ~e work appear­
ing in Economics 
Department Work­
ing Paper No. 8 

Work is progres­
sing according 
to schedule. 
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Part III - Planned 

Title of Stu,& Brief Description of Stugy Division Author(s) Object Remarks 

COMMODITIES AND TRADE 

1. Outlook for Meat Analysis of past and pos­
sible future trends in 
supply, demand, trade and 
prices for beef and veal. 

· 2. Trends in Tropical AnaJ.ysis of postwar trends 
Timber Trade in demand, trade and prices. 

3. TRENDS IN 
WORLD FERTILIZER 
INDUSTRY 

ANALYSIS OF PAST WORLD 
MARKET TRENDS AND REVIEW OF 
AVAILABLE DEMAND PROJECTIONS. 

Export Elz 
Projections 
and Trade 

" 

" 

Mac one 
Singh 
(Miss) 

HUANG 

This study is be­
ing undertaken 
because this com­
modity is becoming 
increasingly im­
portant both in 
Bank lending and 
in diversification 
programs. 

Timetable and pre­
cise scope not yet 
settled. Some 
data already col­
lected and a draft 
note has been made 
available to 
missions. 

There is no study SUGGESTED BY AREA 
available on world DEPARTI·ffiNTS. 
supply, demand and 
trade trends in this 
area. It is planned 
to start by at least 
obtaining an idea of 
past trends, including 
price developments. 

THIS STUDY WOULD SUGGESTED BY IFC 
PROVIDE BRIEFING AND AP?A DEPARTI~NTS. 
MATERIAL ON ~vORID 

MARKET AND PREPARE 
GROUND FOR PAPER ON 
FERTILIZER RAW 
MATERIAlS, ESPECIALLY 
PHOSPHATE ROCK AND 
POTASH. 



Part III - Planned (Cont 1d) 

~le of St~ Brief Description of Study 

SECTOR AND PROJECT PROBLEMS 

4. PROJECTION OF 
DOMESTIC DEMAND 
FOR AGRICULTURAL 
PRODUC'IS IN 
DEVELOPING 
COUNTRIES 

5. Appraisal of Road 
Maintenance 
Projects 

6. Transport System 
Analysis 

7. Investment Plan­
ning in the 
Tourism Sector 

-
METHODOLOGICAL STUDY INCLUD-
ING COLLECTION AND Jk~ALYSIS 
OF AVAIIABIE ESTI}flt1ES FOR 
SPECIFIC COill~TRIES. 

Methodological study includ-
ing collection and analysis 
of data available. 

Inventor,y and analysis of 
existing transport models • . 

Development of a cost­
benefit framework for 
evaluating investments 
in the tourism sector. 

- 23 -

Division 

INVESTMENT 
PLANNING 

" 

" 

II 

Author(s) .9~~~ 

OURY 

de Weille 

de Weille Such a study ap­
pears timely as 
the use of models 
in transport plan­
ning is rapidly 
increasing. 

Such a framework 
is needed as an 
analytical basis 
for the Bank 
operations. 

Rema!'ks 

TO BE UNDERTAKEN IN 
RESPONSE TO A SUGGES­
TION FROM AGRICULTURE 
DIVISION OF PROJECT.S 
DEPARTMENT. 

To be undertaken in 
response to suggestion 
from Transport Division 
of Projects Department. 
Preparatory work 
started in December 
196?. 

Starting date depend­
ent on availability 
of suitable co-author. 

STARTING DATE DEPEND­
ENT ON AVAILABILITY 
OF SUI TABLE AUTHOR. 



Part III - Planned (Oont 1d) 

Title of Study ~ief Description of Study 

SECTOR AND PROJECT PROBLEMS (Cont'd) 

8. Investment Costs 
in Nitrogenous 
Fertilizer 
Manufacture 

Analysis of actual invest­
ment costs for plants 
recently c~~structed in 
developing countries and 
analysis of factors leading 
to high investment costs. 

NATIONAL AND INTERNATIONAL FINANCE 

9. RESOURCE TRANS­
FERS Tlffi.OUGH 
ID.ANS 

10. MACRO ECONOMIC 
ANALYSIS IN COUN­
TRY ECONOMIC 
REPORTS 

Office of the Director 
S. K. BhRt.ia 
April 9~ 1968 

Comparative analysis of 
debt models used by IBRD, 
OECD, UNCTAD, AID and 
others. 

AN EXAl1INATION OF THE USE 
OF SMALL MODElS FOR THE 
PURPOSES OF MACRO-ECONOMIC 
ANALYSIS NORMALLY MET WITH 
IN COUNTRY ECONOMIC WORK. 

- 24 -

Division Author(s) Object Remarks 

Industrial- Cilingi-
ization roglu 

International 
Finance 

APPLIED 
QUANTITA­

TIVE 
RESEARCH 

CARTER 
HAWKINS 

The review should STARTING DATE NOT 
pinpoint critical YET DECIDED. 
areas for project 
appraisal and pro-
vide policy guide-
lines for the Bank 
Group in dealing 
with this important 
industry~ The find-
ings might have re-
levance for other 
industries as well. 

FOR USE BY IBRD 
AREA DEPARTMENTS 
AND BY OTHER 
INTERNATIONAL 
AGENCIES. 

UNDERTAKEN IN RESPONSE 
TO VARIOUS REQUESTS FOR 
SURVEY OF EXPERIENCE IN 
THE DEBT MODE IS. Data 
being collected; starting 
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LATIVELY SIMPLE 
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PAST TRENDS AS WELL 
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PURPOSES IN COUNTRY . 
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	1784920-cover-sheet



